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KEY POINTS

� Health care sector costs will continue to increase through 2025 because of advances in expensive
technology and aging populations.

� Universal reporting of outcomes and costs, and an integration of systematic improvements,
will be crucial to successfully revamping the US health care system.

� By practicing evidence-based methods for improved outcomes at lower costs, providers can
increase both efficiency and profitability, while patients experience better care and higher
satisfaction.

INTRODUCTION

Health care costs in the United States continue to
increase with advances in expensive technologies
and an aging patient population. These costs are
unsustainable, leading to an increased focus on
delivering care in a patient-centered, value-based
model. In 2015, health care related costs made
up 18% of the national gross domestic product
and they are expected to increase to 20% by
2025. Estimates project a 5.8% increase in heath
care related costs by 2025, reaching nearly $5.5
trillion.1 This increase is not surprising, especially
considering the growing and aging population
of the United States, which would inherently
lead to increased spending and enrollment in
both the Medicare and Medicaid groups.1

Musculoskeletal disorders represent a substan-
tial portion of health care costs and are the leading
cause of disability in theUnitedStates. In 2011, the
annual US cost for the treatment of musculoskel-
etal conditions and lost wages was $874 billion,
making up 5.7% of the gross domestic product.2

Shoulder disorders make up a substantial
portion of this economic burden, with 8.2% of
the US adult population reporting chronic

shoulder pain in 2008.3 Just behind the knee,
the shoulder was the second most common joint
in which patients experienced chronic pain.
Studies have also pointed out that, in addition
to the direct costs, indirect costs such as missed
work secondary to shoulder pathology have
resulted in a small number of patients account-
ing for a large portion of the overall costs.4,5

Owing to the increase health care costs and
projections for further increases over the next
decade, the long-term sustainability of our
health care system is in question. As such, there
has been a significant increase in focusing on
decreasing costs and providing value-based
care. Although these economic principles are
applicable in a multitude of other markets, they
are difficult to apply to health care because of
the complexity of the system. The health care
system is influenced by patients, providers, hos-
pital systems, insurers, and pharmaceutical or
medical technology companies. Each group pri-
oritizes their own interests when it comes to eco-
nomic success, complicating a consensus.

Value in health care can be defined as patient
outcome per dollar spent (direct or indirect) in
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the care provided. Simply,
outcome

cost
5 value.

Optimizing value comes as the result of
improving outcomes at a lower cost. This consid-
eration is different than focusing solely on
reducing costs or limiting treatments without
taking patient outcomes into account. The diffi-
culty in this method stems from the greater vari-
ation in practice and lack of standardized
outcome recording. Bundled opportunities
serve as one vehicle to achieve value-based
care by decreasing costs and improving out-
comes. This article defines and discusses value-
based care practices and their applications in
the management of shoulder disorders.

VALUE-BASED CARE

Much of what we know about value-based care
comes from the work of health care economists
Michael Porter and Elizabeth Teisberg. As crea-
tors of this health care strategy, they have
described 3 principles essential to the system.
First, the description of value must be focused
on the patient. Therefore, success in the value-
based system is not measured by hospital reve-
nues, number of clinic visits, number of cases
performed, or relative value units generated by
a surgeon. This system shifts the paradigm to
improvement of patient outcomes and at a
lower cost. Second, they emphasize that care
should be focused on specific condition over
an entire care cycle. This factor applies to both
the measurement of outcomes and the calcula-
tion of total costs. With respect to a shoulder
practice, value-based care would involve
focusing treatments and outcome measure-
ments on specific shoulder conditions, like insta-
bility, rotator cuff disease, or arthritis.

Additionally, treatment teams should be orga-
nized specifically around the various conditions.
This strategy allows for multidisciplinary manage-
ment to optimize patient outcomes and improve
efficiency and, thus, lower overall costs in the
long term. Porter and Teisberg6,7 have termed
these organized care teams as integrated prac-
tice units. For example, in the management of
shoulder instability, these integrated practice
units would include orthopedic surgeons, anes-
thesiologists, physical therapists, and nurses,
who all participate from the beginning of a care
cycle, collaborating to optimize care for this spe-
cific shoulder condition, while accounting for in-
dividual patient characteristics (age, medical
comorbidities, athletic status).

Finally, crucial to the success of value-based
care is the measuring and reporting of results.

These results include long-term patient outcomes
as well as cost data. Historically, the large out-
comes databases included only certain outcomes
like readmission rates or mortality. However, it is
important to include more specific results, such as
patient functional outcomes, pain, patient satis-
faction, or condition-specific complications. Com-
plete transparency in outcome data reporting is
important, but difficult to achieve. Without these
data, however, it is impossible to make determi-
nations as to which treatments are the most
cost effective for patients in terms of functional
outcomes, pain, durability, and success rate.8

Interpretation of these data, over the long term,
is what leads to the formulation of best practice
guidelines for improved patient outcomes, lower
cost, and sustainability. With increasing health
care costs and the future of the health care sys-
tem in question, value-based care provides this
sustainability by increasing competition and effi-
ciency. Providers, hospitals, and insurers are
forced to provide care to achieve the highest out-
comes. Transparency in outcomes reporting will
allow patients to become knowledgeable con-
sumers in the health care market, seeking the
best care at the lowest price. It must be stressed
that, because the outcomes and cost data inform
on the creation of practice guidelines, continued
measurement and refinement of data used to
drive the value-driven agenda would ideally
create a virtuous cycle of improvement.

From an economic perspective, value-based
care practice aims to transition the system from
the current zero-sum competition to positive-
sum competition. In zero-sum competition, the
net value of the system remains constant and
hospital systems and insurance companies
compete to divide the value among themselves.
Often this results in providing the less costly
treatments to patients and ultimately decreasing
value to the patient. In positive-sum competition,
the net value of the system can be increased by
using treatments that have been proven to result
in improved patient outcomes, thus, lowering the
overall cost in the long term. This increased value
to the system benefits all parties involved.6

Application of the value-based care model is
well-suited for the treatment of many orthopedic
conditions, and the shoulder is no exception.
With an increasing number of shoulder surgeries
being performed, increasing health care costs,
and an aging population, there exists a great po-
tential for cost savings and increased efficiencies
when a value-based strategy is used. Addition-
ally, disorders of the shoulder can be catego-
rized into specific conditions such as instability,
rotator cuff pathology, or arthritis and can be
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