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EXAMPLE
For Medicare patients discharged from the acute care hospital 

after a major joint replacement (MS-DRG 470), the following 

chart shows that the average Medicare expenditures for patients 

who go to home health as the first formal post-acute care setting 

are less costly compared to other common patient pathways. 

Most Frequent Patient Pathways for Post-Acute Care 
Episodes for MS-DRG 470

Pathway Patterns Percent of Episodes Average Medicare 
Paid

A-H-C 19.6% $17,172
A-S-H-C 12.4% $25,073

A-C 7.4% $14,003
A-S-C 5.0% $22,517

A-I-H-C 4.0% $31,839
Subtotal 48.4% $20,483

Other 51.6% $25,333
Total 100.0% $22,986

Almost half of all episodes with an acute care hospitalization for MS-DRG 
470, are contained in the top five patient pathways, again, with a lower 
average Medicare episode payment compared to the remaining pathways. 
Almost one-fifth of all episodes have the most frequent pathway consisting 
of home health and community-based care following discharge from the 
hospital.

KEY:  A=Acute care inpatient hospital; H=Home health; S=Skilled 

nursing facility; I=Inpatient rehabilitation hospital; C=Community

Strong coordination of care efforts by physicians and home 

healthcare professionals to support clinically appropriate and 

cost effective patient pathways could help improve the quality 

of care and keep overall episode payments low. Post-acute 

care bundled payment approaches are one innovative means 

of improving post-acute care delivery by fostering the use of 

coordinated, effective care for our nation’s senior population.

The Clinically Appropriate and 

Cost-Effective Placement Project 

(CACEP) was commissioned by the 

Alliance to study how the clinically 

appropriate and cost-effective 

placement of patients within the 

current health care delivery system has 

potential to reduce overall Medicare 

spending. Innovative approaches, 

including exploring options for 

bundled payments, to the use of post-

acute care could be key to improving 

patient care at a lower cost to the 

Medicare program. 

Patient pathways allow us to 

understand the clinical composition 

of episodes, which is critical to the 

success of episode-based payments, 

and therefore bundling, as it allows 

for better care coordination and the 

provision of a cost-effective mix of 

patient services within an episode. 

SOURCE: The Clinically Appropriate and Cost-

Effective Placement Project, Dobson | DaVanzo & 

Associates. 2012. 


