
 

 
 

 

 

 

 

 

How [Alliance] Can Help Employers 

Implement a Bundled Payment Initiative 

What is a bundled payment? 

Health systems have the opportunity to reward efficiency and 

evidence-based care by transforming multiple claims into a single 

payment (for one “episode” of care) based on predetermined 

expected costs. A bundled payment pricing arrangement sets a fixed 

price for all health care services related to an episode of care.i In 

addition to a lump sum bundled payment model for an entire 

episode of care, bundled payment models also can involve a 

retrospective bundled payment arrangement where actual 

expenditures are reconciled against a target price for an episode of 

care.ii 

Why partner with [Alliance] on a bundled payment initiative? 

[Alliance] can help employers: 

 Increase the value of their health care spending (i.e., improve quality and reduce costs) by changing 
the way health plans and providers do business and engage employees in managing their care; 

 Improve their return on investment through reduced premiums or shared savings mechanisms; and  

 Identify, design, and implement the initiative that best meets their needs. 

As a neutral convener, [Alliance] is uniquely situated to assist in bringing together key stakeholders to the table in 

support of the design and implementation of a bundled payment initiative. 

 

[Alliances can populate this section with examples of how they are working with employers to create change as well 

as specific skills, expertise and statistics Alliances can include to make the health care challenges salient to employers.] 

 

How can Alliances help employers implement a bundled payment initiative? 

[Alliance] can work with employer coalitions and councils to partner with health plans and providers to develop or 

collaborate on a new or existing bundled payment initiative. For a new initiative, [Alliance] can draw on evidence-

based information to provide input on which conditions and procedures to target for a bundled payment strategy and 

how to set up arrangements with health plans and employers to share savings. Applicable conditions and procedures 

would include those with: 

 High variation across providers with regard to costs such as hip and knee replacement surgery (indicating 
opportunities for savings for high cost providers); 
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About [Alliance] 
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organization working to improve the quality of 
care in our communities, reducing health 
disparities, and implementing health reform 
models.  

As part of the Aligning Forces for Quality 

initiative, the Robert Wood Johnson 

Foundations’ signature program to lift the quality 

of health and health care in 16 communities 

across America, [Alliance] is partnering with a 

variety of stakeholders to create meaningful 

change—at the individual and systems level—to 

improve the health of our residents and our 

community. 

 



 

Case Study: Bundled Payments in Wisconsin 

The Wisconsin Collaborative for Healthcare Quality and the 

Wisconsin Health Information Organization, part of the Aligning 

Forces for Quality initiative, implemented the “Partnership for 

Healthcare Payment Reform,” a multi-stakeholder project that 

includes employers.  The project involves two (2) pilots with 

participating providers:  

 A bundled payment for total knee replacement and  

 

 A shared savings project (which will transition to 

episode-based payment) for adults with diabetes. 

 

Local quality and cost data informed the partnership 

opportunities and benefit designs. Knee replacement was 

selected because it met the following criteria: a single, well 

defined condition that is common, relatively expensive, not life 

threatening, easily described and limited, and performed by 

many local providers.   Expected outcomes include improved 

patient safety and reduced costs. 

 

For more information on the program:  

http://www.wicheckpoint.org/purchasers.aspx. 

 

 High levels of avoidable complications such as hospital-acquired infections (indicating opportunities for 
savings assuming the complications are avoided);  

 Clearly defined treatment protocols (indicating opportunities for savings assuming the protocols lead to 
stronger efficiencies and coordination across physicians); 

 Opportunities to prevent the worsening of a condition (indicating opportunities for savings assuming healthier 
outcomes lead to less utilization of care); or  

 Significant use of post-acute care services, such as diabetes, congestive heart failure, chronic renal failure, hip 
or knee replacements, cardiovascular 
surgery, or transplant surgery (indicating 
opportunities for savings assuming an 
appropriate reduction in post-acute care 
services).iii  

Since providers will bear the risk for any costs above 

the fixed price for an agreed-upon condition or 

procedure, it is critical that the employers effectively 

select providers who have room for improvement in 

cost efficiencies. [Alliance] can use local cost and 

quality data as part of this effort.   

 

[Alliance] can offer input to employers on 

appropriate quality outcome requirements and the 

structure and design of the bundled payment 

initiative, including new mechanisms for billing and 

receiving payment. iv The Wisconsin Collaborative for 

Healthcare Quality noted that identifying and 

designing these mechanisms was a critical challenge 

to implementing the initiative. 

[Alliance] can help employers educate and 

communicate with their employees. [Alliance] has 

deep expertise in engaging consumers in their health 

and health care and can help employers both identify 

the most effective channels to communicate with employees and develop materials to educate employees about the 

bundled payments initiative. By doing this, [Alliance] can help employers maintain positive employee relations while 

providing high-value health care. 

 [Alliance] can work with employers to ensure strong ROI. [Alliance] can help employers both understand and 

maximize the return on their investment, or ROI, by targeting providers, including hospitals that could improve cost 

efficiency based on patterns of excess utilization. These institutions will have very strong incentives to reduce costs 

under bundled payment programs.v Employers benefit from reductions in medical costs based on the shared savings 

achieved as well as increased quality and care coordination for their employees.  

                                                           
i Farley D, Hochheiser D, Nelli N, et al. “Payment Reform: Insights for Payers and Providers on Bundled Payment Models,” Optum 

Insights, 2011. 
ii Centers for Medicare and Medicaid Services, “Bundled Payments for Care Improvement (BPCI) Initiative: General Information, available 

at http://innovation.cms.gov/initiatives/bundled-payments/. 
iii Ibid. 
iv Ibid. 
v  Ibid. 

 

 

 

For more than 40 years the Robert Wood Johnson Foundation has worked to improve the health and health care of all 

Americans. We are striving to build a national culture of health that will enable all Americans to live longer, healthier lives now and for 

generations to come. For more information, visit www.rwjf.org. Follow the Foundation on Twitter at www.rwjf.org/twitter or on 

Facebook at www.rwjf.org/facebook.  
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