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Consistency of Hospital Pricing 
Data in Life Care Planning 

Cy Rosenblatt 

Life care planners are charged with determining the needs and costs associated with the 

are for the catastrophically injured or ill. Within the Standards of Practice established by the 
~nternational Academy of Life Care Planners is the assigned function of listing options and 
their associated costs for every component of the patient's care (IACCP, 2002). 

The determination of medical costs can be a less than exact process that has the life care 
planner traversing many paths. A call to the hospital billing office for inpatient costs often is 
the first stop followed by perusing the Internet for useful data si tes and possibly purchasing 
data publications. Regardless of the methods employed, the issues of accuracy and consisten­
cy of the information are ever present. 

Accuracy is always going to be difficult to determine because hospitals and data vendors 
have their own methodologies for aggregating and reporting data. The only common ground 
that may exist in these methodologies is that most use diagnosis related groups (DRGs), 
Current Procedural Terminology (CPT) or International C lassification of Diseases (ICD) for 
aggregation. Beyond this point, the concern of the life care planner may shift to whether 
charge, reimbursement or diagnosis related group price is being reported. Furthermore, the 
possibi lity exists that the data being referenced could originate from a particular third party 
payor's negotiated fee schedule and not accurately reflect the true price for the service. 

The consistency of the data can become a concern as a resource is used year after year. In 
other words, will a call to a hospital requesting a price for a knee replacement generate the 
~e answer six months later, taking into consideration that inflation is a factor? Will the web 
sue continue to report averages or will there be a subtle shift to the use of medians? 

b. /he re~olution to the accuracy concern is extremely important; however, the focu of this 

l
• r!e stu~y 15 on the significance of consistency in how one requests hospital inpatient pricing 
n1ormatton A . 

the .. , • . ccuracy questions may best be resol ved by asking the purveyors of data how 
ir in,ormat • 

compu , . ion is gathered and calcu lated, but the life care planner has no control of the 
1itandinlagt~ons. On the other hand, the life care planner can help insure consistency by under­

ow to ask for the data. 

Research Methodology 

· 1'he DRG that . . 
itlt, Health-, , was most frequently researched by life cnre planners on the uuthor's web 
209J ·, nart.net was M· • J • • · • DRG , • I he a~~u . ' aJor OJnt and Limb Reattachment ot Lower Extren11ty ( • 
-.~1·· • lllpt1on wus ,11 · ,, I I . . . I • 4110n With k a1.1e t wt t 11s DRG was selected by lite care plunners < ue to 1t 
~ iee replacements. 
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The Medicare Annlysis Provider nn<l Review (MEDPAR) file prepared hy the Centers t 
Medicare nnd Medicaid ervices (previously the Health Care Financing Administration) a:~ 
mnde available to the author's company by way of a Data Use Agreement was used to quc 
for DRG 209 for a specific ho pital. The M DPAR contained approximately eleven milli~} 
individual Medicare claims that make it one of the largest, if not the largest, databases of inpa~ 
tient claim in e i tencc. 

The queries conducted on the MEDPAR for the pecitic hospitnl were as follows: 
I. Knee Replacement (ICD 8154) without other procedures 
2. Knee Replacement with other procedures 
3. Major Joint and Limb Reattachment of Lower Extremity (DRG 209) 

Each query was designed to report the following: length of stay, DRG price, covered 
charge and reimbursement. Length of stay represented the average stay for the procedure or 
DRG. DRG price was the average price established by Medicare for the DRG associated with 
knee replacements. Covered charge was an average of charges that Medicare recognized as 
being qualified for reimbur ement, and reimbur ement was defined as the average Medicare 
payment for the procedure or DRG. 

The query for ICD 8154 without other procedures returned 29 claims, and ICD 8154 with 
other procedure produced 37 records. The query on DRG 209 generated 95 records. 

Limitations of the Research 

The database used in thi re earch consi ted solely of Medicare claims. By definition, the 
use of Medicare data excludes patients under ixty-five years of age unless the patient is dis­
abled. An argument could be made that pricing in this patient population may be higher due to 

existing comorbidities. 
Only one procedure was studied. While the finding would seem to logically apply across 

procedures, more researcb is required to validate that assumption. 

Findings 

Differences exist in pncmg and length of stay for each of the aforemention~d 
queries· however one could argue that for the purposes of life care planning, possibly the dtf-

' ' • • Id h • t on the ferences are not significant. On the other hand, these vanattons cou ave an 1mpac . 
life care plan if the patient required multiple ho pitalizations for the same procedure or cood1• 

tion. 

Medicare Medicare Medicare 

Stay DRG Price Covered Charge Reimbursement 

ICD 8154 
$7,695 Average 6.14 $9, I 10 $22,459 

Median 5 $8,689 $22,424 $7,9 13 

ICD 8154 
w/multiple procedures 

$7,912 Average 7.81 $10,301 · $25,498 
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ICl> s I s.i "1th mutt,plc p~cJurc:, hJJ t~ highcM a,·cragc DRG price:, cm-cnxl chJr~e 
ar,J rtimhur.t~mrnt am(wnls .\\ hate ICD 8154 wu~oul other pn~cdu~s ha_J 1he lo'AC)l values 
f the ume categoric, McJ,.m DRG pncc and rc,mburscmcnt \\Crc 1dcnl,cJJ across 1he three 
q(:nK Lcn!!th of ,t.1y \\a., ,hortcsl for ICD 815.i \\ irhoul mulriplc: procedures and long~• for 
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Conclu.\ion 

The article demonstrates that how a life care planner researches data need may have Jn 
imp.let on rhc re ult.-. that arc Clbtained. Simply requesting from a hospital or searching on the 
lntanel for information on knee replacements without considering thal there may be auemfanl 
~ure, su~h as arthroccntesis, knee structure division. relaxalion of scar or injection of 
S((foid \\oulJ hl.cl) produce length of stay and charge data that differ from more complex 
lntt replaremcnt~ 

An an<=edot.il example of the above commcnl is that a recent call to the hospital billing 
office of the imt1tut1on \tud1c<l in lhis p;1pcr a.ddng for a price for a knee replacement produced 
lhe follo"ing rc,ponse The ho~pual said that the cost of lhe surgery. operaltng room and 
~m Cf) \\ ould ~ about S 15.<XX>. That e.,timated amount falls considembly below 1he values 
d11iCovered tn th1, paper 

Life: care planners probahly arc aware that a DRG is usually an aggregation of similar pro-­
cc.1urcs or cond1t1ons If DRG level d,lla arc u~d in life care plans. a general idea of length of 
suy and charges can be pre cntcd, but the dala will reflect an average of the values associat• 
cJ with t~ conJ1t1ons and procedures within the DRG. In many cases, 1his level of accuracy 
may be acc~ptnblc. 

The specific procedure or condition query will give more precise information; however. 
oflcn vendors of hospttal data cannoc relca.~ infonnalion al 1hat level due to insufficient claims 
and lhe attendant patienl confidcnliality issues. One has 10 ascertain the level of preciseness 
~uired for the plan :ind then proccetl with acquiring the needed data. Finally, the life care 
planner has to be comfonable with sub~tan1ia1ing lhe valitl11y of 1he information in the plan. 

fACLr (2002) S1.mdards of Practice (retrieved from in1emationalacademyot1ifecarcplan• 
ncn.com) 
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