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2009: A favorable year for
orthopaedic payment updates
By John Cherf, MD, MPH, MBA, and Kathleen Cox

Medicare reimbursement for
orthopaedic services is dominated
by the following four programs
within the Centers for Medicare &
Medicaid Services (CMS): 
• Inpatient Prospective Payment

System (IPPS)
• Outpatient Prospective Payment

System (OPPS)
• Ambulatory Surgical Center

(ASC) Payment Program 
• Medicare Physician Fee

Schedule 
The 2009 payment updates for

these programs implement favor-
able reimbursement changes for
orthopaedics, while continuing to
emphasize quality measurement
and cost containment. This article
discusses the changes to the IPPS;
the remaining programs will be
covered next month.

Overall, facility reimbursements
were adjusted to more closely
account for case severity and cost
differences across sites of care.
Payment for cases with complica-
tions and comorbidities increased;
payment for cases without compli-
cations decreased. Additions to the
CMS-accepted quality measures
and hospital-acquired condition
(HAC) lists, which affect reim-
bursement levels, will continue to
push facilities to provide higher

quality, more cost-effective care.
Similar reimbursement stipulations
will likely be applied to physician
payment in the future.

Inpatient Prospective
Payment System
The IPPS, established by 1983
Amendments to the Social Security
Act, is the system of reimburse-
ment associated with inpatient
stays at acute care hospitals under
Medicare Part A (Hospital
Insurance). Under the current IPPS,
each orthopaedic admission is
categorized into a Medicare
Severity Diagnosis-Related Group
(MS-DRG) based on procedure
and severity groupings, which have
associated reimbursement rates
relative to the average resources
required to treat patients within
that MS-DRG. There are currently
751 MS-DRG categories; 91 are
related to orthopaedic conditions.

Effective October 1, 2008, the
IPPS implemented an overall reim-
bursement increase of 3.6 percent
for inflation and a 0.9 percent
decrease for budget neutrality
(coding adjustments). Based on the
2009 payment updates, which
occur on an MS-DRG level, and
historical Medicare volume estima-
tions, acute care hospitals could

see a net Medicare payment
increase of 5.5 percent for
orthopaedic services in 2009. 

Overall, no large cuts were
made within orthopaedics; a few
moderate increases were made.
Reimbursement for all joint
replacement procedures increased;
increases for hip and knee revi-
sions were in the double-digits.
Spine fusion procedures, excluding
cervical spine (MS-DRGs 459 and
460), saw moderate increases as
well. These payment changes may
help cover the rising costs of
certain orthopaedic procedures
that are often unprofitable for
hospitals due to significant hard-
ware costs. Table 1 provides a
detailed breakdown of the
payment updates for some high-
volume orthopaedic MS-DRGs.

Inpatient Quality Reporting
The Reporting Hospital Quality
Data for Annual Payment Update
program was originally mandated
under the Medicare Prescription
Drug, Improvement, and
Modernization Act (MMA) of
2003. Under MMA, hospitals that
successfully report designated
quality measures receive a higher

2008-2009 payment Percentage of
2009 base rate change orthopaedic 

MS-DRG MS-DRG Description payment rate ($) (percent) Medicare revenue

470 Major joint replacement or reattachment of lower extremity w/o MCC 11,144 3.53 33.6

460 Spinal fusion except cervical w/o MCC 19,764 4.64 7.6

481 Hip & femur procedures except major joint w CC 10,088 0.75 5.4

469 Major joint replacement or reattachment of lower extremity w MCC 18,262 26.44 4.1

480 Hip & femur procedures except major joint w MCC 16,096 23.67 3.2

482 Hip & femur procedures except major joint w/o CC/MCC 8,298 (2.08) 3.0

552 Medical back problems w/o MCC 4,250 0.10 2.7

468 Revision of hip or knee replacement w/o CC/MCC 13,599 2.29 2.1

491 Back & neck procedures except spinal fusion w/o CC/MCC 5,208 (4.47) 2.0

473 Cervical spinal fusion w/o CC/MCC 10,624 0.86 1.8

467 Revision of hip or knee replacement w CC 17,002 14.04 1.8

462 Bilateral or multiple major joint procedures of lower extremity w/o MCC 17,450 3.95 1.7

490 Back & neck procedures except spinal fusion w CC/MCC or disk device/neurostim 9,548 18.21 1.6

494 Lower extremity & humerus procedures except hip, foot, femur w/o CC/MCC 6,857 (0.74) 1.5

484 Major joint & limb reattachment procedures of upper extremity w/o CC/MCC 9,682 2.87 1.3

w = with, w/o= without, CC=complications and comorbidities, MCC=major complications and comorbidities

Source: Table 7B IPPS FY09 Final Rule; FY2007 MedPAR update; Sg2 Analysis 2009;

Table 1 High-volume orthopaedic/spine MS-DRG 2009 base payment changes

See PAYMENT, page 37
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