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Opportunity Statement: The Connecticut Joint Replacement Institute (CJRI)
developed a bundled product, the Step Ahead Program (SAP), for hip and knee
replacement in 2010. CJRI and Harvard Business School (HBS) partnered in
the Spring of 2013 to utilize Harvard’s Time-Driven Activity Based Costing
(TDABC) methodology to:
1. Compliment the existing structure to improve value by achieving better
outcomes at lower costs.

• Process mapped 11 segments of the cycle of care
• Developed the cost model in conjunction with business partners
• Identified and prioritized according to impact on value equation, ~70
opportunities for improvement
•Started to refine SAP based on output from TDABC process
•Engaged in discussions around bundled payments with additional payers

2. Strengthen the SAP product and enhance future negotiations with payers.
Aim Statement: To describe the challenges involved with implementing a valuedriven, risk-bearing payment model in today’s healthcare environment.
Team: Executive leadership team, physician leaders, clinical multidisciplinary
team, finance and management

1. Infrastructure in the current healthcare market does not exist to support
bundled payments
2. Administering a bundled payment product requires many manual billing
processes.
3. Difficult to engage post-acute care partners (e.g. skilled nursing facilities) when
they are not part of your integrated healthcare system.

CJRI adopted the Institute for Healthcare Improvement’s (IHI) Triple Aim as its
strategic framework to migrate from a “transaction driven” business to an
integrated model: strategically, clinically and operationally.

Part of this transition from volume to value is the development of payment
models of the future, including the “bundled payment.” CJRI has been at the
forefront in the usage of bundled payments as a method of payment for the total
joint replacement population.
Bundled payments create the financial motivation to 1) collaborate 2) integrate
and 3) align; and forces redesign of the care model, including:
1. Coordinated patient care
2. Reduced process variability
3. Improved operational efficiencies
4. Increased focus on outcomes that matter to patients

1. The TDABC methodology is a useful agent in identifying opportunities for
performance improvement, enabling institutions to better outcomes or
decrease costs.
2. Implementing performance improvement is not fully developed in current
TDABC model.
3. Needed to develop a private-practice financial model consistent with the
TDABC methodology.
4. Despite movement towards restructuring healthcare delivery, competing
motivations and misaligned priorities remain between payers and providers.
5. Ensure that bundled payment factors in costs related to administering the
product also costs related to assuming risk (e.g. readmission, complication)

