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Bundling: The Value Proposition 

• Replace Fee-For-Service Reward for 
Volume 
 

• Create Incentive for Coordination 
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Prior Experience 

• Current Practice—Bundle Services of a 
Provider 
 
– Medicare Payment 

• Inpatient Hospital Admissions 
• Home Health Episodes 
• Inpatient Rehabilitation Facility Admissions 

 

• Innovation—Bundle Services from Multiple 
Providers 
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Bundled payment 
Hospital rate regulation 
Pay AMCs at community rate 
Eliminate payment for preventable events  
Increase adoption of HIT 

Encourage use of NPs/PAs 
Promote growth of retail clinics 
Create medical homes 

Use value-based insurance design 
Encourage disease management 
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Predicted change in cumulative spending, 2010-2020 

Reference pricing for academic medical centers -1.3% -0.1% 

Decrease resource use at end of life -0.1% -0.2% 

Bundled Payment Has Promise for Reducing 
Health Spending Growth 

Hussey et al. (2009). N Engl J Med 361(22): 2109-2111. 
Peter Hussey, PHD, Bundled Payment: Promises and Challenges,  Presentation to the National Health Policy Forum, April 20, 2012 



Challenges 

• Policy 
– Defining Appropriate Bundles 
– Pricing and Risk Adjustment 
– Quality and Outcome Measurement 

 
• Operational 

– Developing Relationships Among Providers 
– Sharing Accountability 
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