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INTRODUCTION: In 2024, the Centers for Medicare and Medicaid Services (CMS) reassigned total shoulder arthroplasty
(TSA) procedures to a new ambulatory payment classification (APC) group, resulting in a $4,727 (36%) increase in facility
reimbursement. Conversely, both total knee arthroplasty (TKA) and total hip arthroplasty (THA) remain classified under
the same APC code with reimbursements decreasing by approximately $265. The purpose of this study was to determine
whether the CMS reclassification was justified by comparing facility costs between the three procedures.

METHODS: We reviewed a consecutive series of 24,513 patients undergoing primary THA, TKA, and TSA from 2015
through March 2024 at four orthopaedic specialty hospitals. Data on supply costs including individual implant and
medication costs was recorded. Itemized facility costs were analyzed using a time-driven activity-based costing (TDABC)
algorithm and subsequently compared between THA, TKA, and TSA.

RESULTS: Of the study population, 11,422 (47%) underwent THA, 11,595 (47%) TKA, and 1,496 (6%) TSA. TSA patients
had higher overall facility ($9437 vs. $6220 vs. $5735, p<0.001), personnel ($2652 vs. $2055 vs. $2172, p<0.001), supply
($725 vs. $482 vs. $688, p<0.001), and implant costs ($6015 vs. $3635 vs. $2812, p<0.001) when compared to THA and
TKA patients. From 2015-2024, implant cost increased the most for TSA (109%), followed by TKA (41%), and THA (33%).
Conversely, non-implant costs decreased over the study period for TKA (20%), TSA (14%), and THA (8%).

DISCUSSION AND CONCLUSION:

While facilities should be appropriately reimbursed for TSA, which had approximately $500 more personnel and supply
costs compared to THA and TKA, the rapid increase in implant pricing is the largest driver for facility costs for TSA. CMS
should consider alternative reimbursement methodology to APC, such as negotiating directly with implant companies as
they do with prescription drug pricing, as to not penalize facilities for high quality THA and TKA care.




