
Tighten your belt: Changes coming 
in outpatient reimbursement
Prepare now for Medicare cuts, increase in managed care

If you’re an outpatient provider, you’re likely to face a whole new
ballgame with your reimbursement in the near future. Consider
these issues:

• The Balanced Budget Act of 1997 sets a $1,500 cap on therapy reim-
bursement, scheduled to go into effect Jan. 1, 1999, for Medicare patients
treated at freestanding outpatient facilities. The legislation limits reim-
bursement to $1,500 in a calendar year for physical therapy and speech
therapy services combined, with an additional $1,500 limit for occupa-
tional therapy.

• The Health Care Financing Administration (HCFA) is requiring that
all outpatient providers — whether in a hospital or freestanding center
— use a standard set of codes for reimbursement. Some fiscal intermedi-
aries have not required the codes for billing in the past. 

• HCFA is moving toward a fee schedule for outpatient services for
providers in all settings. This means that the old days of being reim-
bursed on a cost basis for Medicare patients is clearly drawing to an end. 

• Managed care is still on the increase, with few fee-for-service pay-
ers left in many parts of the country.
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Special report: Survive changes 
in outpatient reimbursement

This issue of Rehab Continuum Report focuses on the reimbursement
issues that will revamp the world of outpatient providers in coming

years. You’ll learn what you should do to make sure your facility stays in
the black as Medicare, managed care, and workers’ compensation
providers shave reimbursement to the bone; how other providers are
preparing for outpatient reimbursement cuts; and why you should meet
with your senators and representatives to tout the benefits of outpatient
rehab. Don’t miss reading this critical report! ■



• Reimbursement for workers’ compensation
and Medicare patients is increasingly falling un-
der managed care plans in many states.

• Non-Medicare managed care plans and other
third-party payers are continuing to cut the num-
ber of treatment visits, offer capitated contracts,
and force providers to shave costs to the bone.

“My view is that outpatient providers have 
to do spring cleaning to get ready for all of the
changes that are coming in reimbursement,” says
Nancy J. Beckley, MS, MBA, president of the
Bloomingdale Consulting Group, a rehab consult-
ing firm based in Valrico, FL. “It’s not just a mat-
ter of figuring out your Medicare fee schedule.
You need to analyze everything about your pro-
gram to succeed in the future, and now is a per-
fect time.”

Whatever changes are made in reimburse-
ment, whether it’s through HCFA, workers’ 
compensation, or private-pay insurers, this 
is the bottom line: You’re likely to have to do
more with less.

This change may mean you need to start pro-
viding fewer treatments per diagnosis, develop-
ing more home exercise programs, using lower-
cost employees for some tasks, and keeping a
close tab on your outcomes vs. cost to come up
with more efficient and effective ways to treat
patients.

Outpatient providers must start now to ana-
lyze their case mix, utilization, and types of reim-
bursement for all their patient populations to see

how they will fare when reimbursement changes
in the future, suggests Malcolm Morrison, PhD,
president of Morrison Informatics, a health care
information management company based in
Mechanicsburg, PA.

“The most important issue is to understand
what your costs and utilizations are for treating
outpatients. Evaluate carefully whether the
amounts are within the limits and to what degree
and for which patients,” Morrison says.

Managed care reimbursement declines

Some providers have taken advantage of the
fact that, in the past, Medicare has reimbursed
based on costs, Beckley says. Their costs were
high, and their reimbursement was high. “Unless
those providers have really been doing some-
thing to move costs down, they may be in deep
trouble.”

Medicare reimbursement isn’t the only reason
outpatient providers need to cut costs. Managed
care reimbursement is shrinking. The number of
treatments insurers will cover is shrinking. Payers
in many areas are moving to capitated contracts.
“If people just look at Medicare as a carve-out,
they still have a moving target,” she points out.
“Medicare managed care is growing, and Con-
gress wants it to do that.” Workers’ compensation
also is switching to managed care in some areas,
she adds.

Don’t miss out on contracts

If your market isn’t already saturated by
managed care plans, it will be soon. If you don’t
work on forming strategic alliances and net-
works with acute care hospitals, rehab hospitals,
and other health care providers throughout the
continuum, your outpatient facility may be left
out of contracts.

“The important thing to remember is that you
can’t start today and work all night and get a
managed care contract tomorrow morning,” she
says. “A lot of markets are in a lockout. If you’re
not in a network, you are not going to get in on a
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reimbursement.



managed care contract unless you bid the price
down.”

In some marketplaces, reimbursement for
rehab services has dropped dramatically as
providers who are left out of managed care con-
tracts bid down prices just so they can get the
business, Beckley says. “Yes, we might have
gripes against managed care in general. We might
not like the managed care reimbursement. But a
lot of the onerous drops in reimbursement has
been market-driven by providers.”

The Medicare therapy cap would have the
most dramatic effect on your bottom line in the
near term. A coalition of rehabilitation organiza-
tions and individual providers has been working
in Washington, DC, to convince lawmakers to at
least delay implementation of the cap before the
105th Congress adjourns. (For more information
on the legislative initiative, see related article, 
p. 149.)

‘Drastic changes’ may be necessary

Frank Pugliese, CHE, chief executive officer 
of Riverside Rehabilitation Center in Plains, PA,
says, “If we are not successful in changing the
cap, we will need to make drastic changes in the
way we practice medicine in our type of facility.”
Riverside is an outpatient rehab provider with
two comprehensive outpatient rehabilitation
facilities (CORFs) and five other satellite clinics 
in rural Pennsylvania.

Pugliese has made three trips to Washington,
DC, to talk to his senators and representatives
about the adverse effect of the therapy cap and 
to urge that it be eliminated or at least postponed.
“Many providers will not be able to continue to
provide services to Medicare recipients with the
therapy cap,” he says.

For example, Riverside performed an analysis
of all stroke patients at its seven outpatient cen-
ters. The patients received an average of $6,000 
in outpatient therapy services a year. However,
the tab for some of the older patients ran as high
as $12,000 a year, he points out. And while outpa-
tient rehab providers are coping with pending
changes in reimbursement, their staff have to 
be trained to use a whole new set of codes for
reimbursement.

Progressive Steps Rehab, which operates out-
patient rehab clinics throughout the country, has
compiled information on the number of visits
needed for the various diagnoses and is looking
at how to cut the number, says Agnete Mansori,

national clinical director for outpatient services 
of the Milwaukee-based provider.

“For most diagnoses, we can manage well
within the $1,500 cap. But as far as the consumer
is concerned, they’d better not get sick more than
once a year,” Mansori says.

The HCFA Common Procedure Coding System
codes, now required for reimbursement, are pro-
cedure codes, which contain the current procedu-
ral terminology codes.

If you haven’t already done so, check with
your software vendor to make sure the products
you are using have been upgraded to deal with
the new codes, Morrison says. Otherwise, you’ll
have to do all your coding by hand on the bills,
and it will be a time-consuming task.  ■
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Need More Information?
☎ Nancy J. Beckley , Bloomingdale Consul-

ting Group, P.O. Box 1170, Brandon, FL
33509-1170. Phone: (813) 654-4130. Fax:
(813) 661-6519. E-mail: bcgbeckley@
aol.com. Web: http://members.aol.com/
rehabsems.

☎ Malcolm H. Morrison , Morrison Informa-
tics, 1150 Lancaster Blvd., Suite 101,
Mechanicsburg, PA 17055. Phone: (717)
795-8410. Fax: (717) 795-8420; E-mail:
informatic@informaticinc.com. Web:
http://www.informaticinc.com.

☎ Frank Pugliese , Riverside Rehabilitation
Center, 220 S. River St., Suite 101, Plains,
PA 18705. Phone: (717) 824-3444. Fax:
(717) 824-4021. 

☎ American Medical Rehabilitation Provi -
ders Association , 1606 20th St. NW, Suite
300, Washington, DC 20009. Phone: (888)
346-4624. Fax: (202) 933-9168. Recorded
news line: (888) 802-5712. Fax-on-Demand:
(888) 632-8023. E-mail: czollar@13X.com.
Web: http://www.AMRPAfirminc.com.

❏ The First National Congress on PPS for
Rehab and Skilled Nursing Facilities — 
Nov. 18-20, Orlando, FL. Sponsor: AIC World-
wide. Contact: AIC Worldwide, Customer
Service, 29 W. 35th St., Third Floor, New York,
NY 10001. Phone: (800) 409-4242. Fax: (212)
714-9815. Web: http://www.aic-usa.com.

CALENDAR



Analyze outpatient costs,
case mix, and payers
Act now to survive cuts in reimbursement

To succeed in the future, outpatient providers
must know the cost of treatment, how many

patients they treat for each diagnosis group, and
how they are reimbursed for each patient.

By analyzing this data, providers will be able
to determine how they will come out when reim-
bursement changes, and what steps they need to
take to stay in the black.

“Some analysis of the cost of treatment per
patient has to be done to make sure there is not
excessive utilization that won’t be reimbursed,”
says Malcolm Morrison, PhD, president of
Morrison Informatics, a health care information
management consulting firm in Mechanicsburg,
PA. Review your outpatient caseload and the
costs, he suggests. If you can’t collect your costs,
use your charges and compare them with your
cost-to-charge ratio, he adds. Often the data exist,
but you have to obtain them from your hospital’s
accounting department or gather them manually
from copies of claims forms.

If the Medicare fee cap is too low to cover your
costs, or if you negotiate a managed care contract
that doesn’t adequately reimburse you for treat-
ing patients, there will be dramatic consequences
for your bottom line, Morrison warns.

To determine what it costs to treat your patients,
do the following:

• Make a financial analysis of every patient
you treated and every cost you incurred this year. 

• Determine your percentage of Medicare,
Medicaid, workers’ compensation, and private-
pay insurance reimbursement.

• If you think your client mix will remain
essentially the same next year, analyze what your
return will be with the new reimbursement. For

example, see how many of your Medicare
patients would exceed the $1,500 therapy cap.

You may expect that some of your workers’
compensation patients will be covered under a
managed care arrangement next year and that at
least some of your managed care contractors will
negotiate a lower reimbursement rate.

Here are some of the items you need to analyze
for each diagnosis group:

• average number of visits per diagnosis;
• modalities used for each diagnosis;
• cost of the modalities;
• cost of other products, such as splints, that

may be used;
• cost of the therapists’ time.
“Providers should remember that every time

someone does something to a patient, somebody
is going to have to pay for it,” he says. “If you’re
not reimbursed for it, your facility will have to
bear the costs.”  ■

Marketing, outcomes
analysis keys to success
Payers demanding data from outpatient providers

With Medicare reimbursement taking a nose-
dive, rehab providers must have a strategy

for developing new business. That’s where mar-
keting comes in.

“Marketing got a bad name in the 1980s when it
meant advertising agencies got a lot of money,”
says Nancy J. Beckley, MS, MBA, president of
Bloomingdale Consulting Group, a rehab consult-
ing firm in Valrico, FL. “Providers thought if they
paid for advertising, they’d get a lot of business.”

But now, marketing is an essential part of busi-
ness development, and providers must have a
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Executive Summar y

Subject:
How to make sure your program is in the black

Essential points:
❏ Analyze your costs, reimbursement, and case

mix for each diagnosis.
❏ Find out what you can expect to receive as

reimbursement changes.

Executive Summar y

Subject:
Analyzing and marketing your outcomes 

Essential points:
❏ To survive reimbursement cuts, providers

need a business development plan that
includes marketing.

❏ Outcomes data should be a key part of a
marketing plan.

❏ Payers want to know your track record and
what you can do for their patients.



business development plan to survive, Beckley
says. Your own outcomes data are your best mar-
keting tools, she maintains. If you’re an outpa-
tient provider and aren’t already doing it, start
compiling data on your outcomes. 

In the inpatient setting, most providers collect
outpatient data based on the Functional Indepen-
dence Measure (FIM, administered by Uniform
Data Services for Medical Rehabilitation in Buf-
falo, NY) that collects and reports functional gain.

However, there are no generic, universal out-
comes measures available for outpatient pro-
grams, at least in part because the types of
patients and the patient mix among facilities are
so varied. For example, some facilities deal pri-
marily with sports injuries and treat only one
body part, such as a neck or knee, at a time.
Others may focus on stroke patients with multi-
ple physical and cognitive deficits.

Even though there isn’t a universally defined
set of outcomes measures available, your facility
can track its outpatient outcomes and show pro-
viders your treatment makes a difference. (For
details on how one provider tracks outcomes 
for its outpatient programs, see Rehabilitation
Outcomes Review, p. 151.)

For example, if your population is largely
orthopedic, you can choose from a number of
orthopedic outcomes measures available, most of
which deal with one body part or another. Or, if
you have a pain clinic, you can track the number
of patients who report that their pain was less
when they finished the program than when they
started. Include patient satisfaction measures in
the data you give to payers.

If most of your patients are workers’ compensa-
tion patients, track how many in each diagnosis
return to work in what length of time. Develop a
meaningful outcomes analysis you can use when
talking to managed care companies or other refer-
ral sources, she suggests. “The insurance company
doesn’t care what happened 10 years ago or even
what happened last week in another city. They
want to know what you can do for them today.” 

Take your own data, and let those data tell the
story of what your facility can do for patients,
Beckley advises.

[Editor’s note: For more on outpatient outcomes
measures, see: Rehab Continuum Report, July 1998,
p. 85, and March 1997, p. 35. For an overview of widely
used outpatient outcomes measures, see Hospital
Rehab (now Rehab Continuum Report), September
1994, p. 119.]  ■

Therapy cap could 
affect your bottom line
Congress may repeal $1,500 limit

The proposed $1,500 cap on Medicare reim-
bursement for outpatient therapy services

could have dire effects on the elderly rehab popu-
lation and force rehab providers to change the
way they practice, outpatient providers say.

Unless it’s postponed or repealed by Congress,
the proposal, part of the Balanced Budget Act of
1997, is scheduled to go into effect Jan. 1, 1999. 
It sets a $1,500 annual limit per patient on reim-
bursement for physical therapy and speech ther-
apy combined and an additional $1,500 limit on
occupational therapy services provided at free-
standing outpatient clinics and comprehensive
outpatient rehabilitation facilities (CORFs).
Outpatient clinics within rehab or acute care
hospitals are not affected by the limits.

If the therapy caps go into effect, there could be
dire results for elderly patients in the rural Penn-
sylvania areas served by Riverside Rehabilitation
Center in Plains, PA, says Frank Pugliese, CHE,
chief executive officer. Riverside is an outpatient
provider that treats primarily elderly patients at
two CORFs and five satellite clinics. 

Many rehab patients in rural areas are served by
freestanding outpatient providers in their commu-
nities and would be subject to the $1,500 cap. To
continue to receive treatment when they reach the
cap, residents of the rural areas would have to
travel long distances to hospital outpatient depart-
ments. For example, Riverside Rehabilitation
Hospital now provides outpatient services in rural
Monroe County. If those patients exceed the $1,500
cap, they will have to make an 80-mile round-trip
to the nearest acute rehab center for therapy.
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Effects of the $1,500 Medicare therapy cap
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❏ Elderly, rural patients are most likely to be
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❏ Providers must expand services to include

patients not covered by Medicare.
❏ Fewer visits and more home exercise

programs may be necessary.



“The choices of rural patients are going to be
extremely limited,” Pugliese says. “The quality 
of care will be affected in many areas just by the
logistics for treatment patients and the coordina-
tion of benefits.”

When patients shift to another outpatient treat-
ment center in an acute rehab hospital, staff are
likely to do their own assessments and evaluations
before beginning treatment, which will add to the
total cost of rehab, he points out.

To make adjustments, Riverside will change its
focus from Medicare patients to those whose care
is reimbursed by other payers, such as workers’
compensation and managed care plans. Pugliese is
considering sports medicine, chronic pain, pedi-
atric, and work-hardening programs to make up
for the loss in Medicare patients.

As the number of visits become limited, out-
patient providers will focus on teaching home

exercise programs and helping patients learn
what equipment they can use in fitness centers 
to continue with their rehabilitation after their
benefits run out, predicts Agnete Mansori,
national clinical director for outpatient services
at Progressive Steps Rehab in Milwaukee.

“In the past, we provided treatment and made
patients dependent on us in outpatient services,”
Mansori says. “Part of my job is teaching clini-
cians to let go of patients, to teach them to be
independent, and to rely on patients and care-
givers to learn what to do away from the clinic.”

Outpatient providers must embrace the con-
cept of educating patients to take care of them-
selves and handle their impairments, she says. 
At Progressive Steps, staff are looking at ways to
make each session of therapy more intensive. A
therapy session eventually may serve as a teach-
ing session to help patients learn what to do at
home to make a difference in the long run.

“Once they get over the acute stage, most peo-
ple should be able to continue on their own with
a monthly or biweekly checkup with the thera-
pist, rather than coming in three times a week,”
she says.  ■

Menu-type day program 
is a hit with payers
Days, hours, LOS vary with each patient

Day treatment patients at Columbia St. David’s
Medical Center Austin, TX, may spend as

much as five hours a day, five days a week for a
full regime of therapy at the rehab center, or they
may spend as little as an hour a week for treat-
ment by just one discipline. It all depends on how
much and what kind of treatment they need.

“A day program is a unique treatment modal-
ity,” says Laura Hamilton, PhD, day program
supervisor. “It’s less expensive than inpatient,
and our focus is on the most efficient and effec-
tive treatment to return people to the highest
level of functioning as quickly as possible.”

Juggling staff and patient schedules to create an
individual program for each day treatment patient
takes a lot of time, but the concept has paid off,
says case manager Shaley vonDoenhoff, LMSW.

“Some payers don’t include day treatment in
their benefits package, but they’ll work to come up
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Keep your eye on DC 
for latest on therapy cap

At the time this issue of Rehab Continuum
Report went to press, several measures 

were pending before Congress that would repeal
or delay the $1,500 cap on outpatient therapy
services for Medicare patients. 

The American Medical Rehabilitation Provid-
ers Association in Washington, DC, the American
Physical Therapy Association in Alexandria, 
VA, the American Occupational Therapy Asso-
ciation in Bethesda, MD, and a number of other
national and state professional organizations
have been urging Congressional leaders to delay
the measure.

If the 105th Congress does not take action
before adjournment, the issue will be pending
before the 106th Congress when it convenes in
January. In the meantime, here’s what you can do:

❏ Keep in touch with your professional rehab
associations to find out what is going on in
Washington.

❏ Use the time between the general election 
in November and the Congressional session that
begins in January to get to know your U.S. repre-
sentatives and senators.

❏ Schedule a meeting with them, or invite
them to your facility to show them firsthand the
benefits of rehabilitation services.

❏ If the therapy cap is still in effect, urge them
to support the repeal when Congress convenes in
January. ■

(Continued on page 155)



with ways to fund our program. They trust us
because we don’t keep the patients any longer
than we need to or give them therapy unless they
absolutely need it,” vonDoenhoff adds. (For
details on how St. David’s has gained payer
approval, see p. 157.)

The majority of patients are being treated for
strokes and head injuries. “They come here to
solidify their skills that will allow them to remain
independent and to improve their level of inde-
pendence in the home and the community,” says
Barbara Lasiter, MOT, OTR, director of the reha-
bilitation center.

The Columbia St. David’s program is personal-
ized for each patient, Hamilton says. “We develop
a treatment plan that depends on each patient’s
areas of strength and weaknesses, based on their
input, the doctor’s prescription, and the evaluation
from each discipline.” One patient may come five
days a week from 9 a.m. to 3 p.m. and receive
physical therapy, occupational therapy, speech
therapy, recreation therapy, counseling, and voca-
tional rehabilitation. Another may come just three
days a week for half a day to work on cognitive
issues. (For more on how staff set the schedule,
see p. 156.)

Patients who need it can take advantage of
other hospital programs. For example, one patient
attends the day treatment program in the morn-
ings and a cardiac rehab program in the after-
noons. Others have been seen a physical therapist
from the hospital pain management program.

Patients may choose to participate in recre-
ational activities or group sessions geared to meet
the needs of a variety of patient needs. (For details
on recreational and group activities, see p. 156.)

As soon as patients make progress and meet
their goals, they are discharged from the individ-
ual discipline. For example, a patient may start out
coming five days a week and receiving treatment
from five disciplines. After a period of time, treat-
ment may taper to just one day a week for speech
therapy. Some patients are in the program for six
weeks; others may come to day treatment for as
long as a year.

Day treatment includes the Quest program for
younger people, some as young as 10, and the
Bridges program for retirement-age people or
older. Programs are tailored for the age groups.
For example, the younger people participate in
more strenuous recreational activities, and
retirees don’t receive vocational rehab services.

The program has about 20 professional staff,
some of whom work on a PRN basis. “The PRN
staff know the patients and the program and come
in to provide continuity if the census increases,”
Hamilton says. The patient census is usually about
30, but it can reach 37. Each discipline tracks
patient improvements over time, such as how far 
a person could walk, how much time was needed
to transfer from a wheelchair to a mat, and how
much assistance was needed at the beginning of
treatment vs. the end.

Each patient undergoes neuropsychological
testing at the beginning and at the end of the pro-
gram to measure what kind of progress they have
made. Patients also are evaluated on their ability
to meet a specific goal, which is set after their
evaluations. A goal might be the ability to recall
auditory information with 80% accuracy.

When goals are met, the staff decide if there is
a next step or if the patient may be ready for dis-
charge from that part of the program.  ■
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Executive Summar y

Subject:
Menu-type day treatment programs

Provider:
Columbia St. David’s Medical Center, Austin, TX

Essential points:
❏ The number of days, number of hours, 

and treatment depend on each individual
patient’s needs.

❏ Patients are discharged from individual disci-
plines as soon as they meet their goals and
taper off their participation in the program.

❏ Patients may take advantage of hospital-
based programs such as cardiac rehab or
chronic pain therapy.

❏ Payers like the program because it’s not “one
size fits all,” and they pay only for the modali-
ties and therapies the patients need.

Need More Information?
For more on Columbia St. David’s treatment 
program, contact:
☎ Laura Hamilton , Rehabilitation Center,

Columbia St. David’s Medical Center, 
P.O. Box 4270, 1000 E. 32nd St., Austin,
TX 78705. Phone: (512) 404-8461. Fax: 
(512) 867-5098. E-mail: Hamiltla@
stdavidscolumbia.net.

(Continued from page 150)



Recreation, group therapy
integral to day program
Goal is to regain quality of life

The philosophy of the day treament program at
Columbia St. David’s Medical Center is to help

people regain their quality of life and participate
as much as possible in the activities they enjoyed
before their illness or injury. “We want to help
them get back to work and make the best possible
use of their time instead of sitting around and
being sad,” says Laura Hamilton, PhD, day pro-
gram supervisor at the Austin, TX, medical center.

If a patient enjoyed outdoor activities, the
recreation therapy staff help create modified
ways of resuming them. For example, if a patient
wants to fish and doesn’t have the flexibility, they
can suggest adaptive poles with bigger grips.

The recreation therapist works closely with each
discipline to plan activities patients enjoy and help
them meet their therapeutic goals. For example, 
if patients need to practice ambulation or transfer-
ring, they can do so while playing golf or learning
to do a salsa dance. One man’s goal was to be able
to walk his daughter down the aisle at her wed-
ding. Recreation therapy is recommended for each
patient, but some aren’t interested.

The day treatment program also includes
group sessions on a variety of topics:

❏ A brain injury education group for patients
and family members provides information on the
types of injuries, what kinds deficits they cause,
and which areas of the brain may not be affected.
“We give them as much information about them-
selves as possible so they can be in charge of their
lives,” Hamilton says.

❏ A memory group does problem-solving and
memory-increasing tasks. Patients in a group set-
ting often reinforce learning for each other.

❏ A newsletter group produces a newsletter
with stories and pictures. They plan themes,
write articles, and edit their own and their col-
leagues’ work.

❏ A discovery group, led by a counselor, talks
about coming to terms with the losses associated
with brain injury or stroke.

❏ A community group plans activities to help
patients with therapy. For example, if they’re
working on ambulation, they might plan a trip to
the zoo. If they’re working on social skills, they
might go to a restaurant.  ■
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Day treatment scheduling 
is time-consuming 
Slots are filled on a case-by-case basis

Setting up the schedule for the flexible day
treament program at Columbia St. David’s

Medical Center in Austin, TX, is similar to fitting
a puzzle together, says Laura Hamilton , PhD,
day program supervisor.

“We set the schedules on a case-by-case
basis,” Hamilton says. “Each schedule matters
so much to each patient that it’s very satisfying
to work it all out.”

Each Tuesday afternoon the treatment team
meets to set the schedule for the following week.
Representatives from each discipline discuss the
patients’ needs and preferences and acts as an
advocate for each patient’s slot on the schedule.
For example, a family member’s schedule may
make it necessary for the patient to come in at
10 a.m. instead of 9 a.m. If so, the patient isn’t
scheduled for a 9 a.m. treatment.

Juggling the time slots

Some patients may prefer an afternoon time
slot for their thrice-weekly speech therapy, or
they may be too tired after lunch every day 
for physical therapy. Others may come just two
mornings or three afternoons a week. In addi-
tion, there are group treatments and community
outings to consider.

The staff take all that into account as they 
juggle the time slots, patient preferences, and
staff time. “It’s a big investment of time to get it
just right,” Hamilton says. The schedules are
entered on a transparency so they can be
changed easily. 

Once the treatment team sets the schedule, 
a staff member cross-checks to make sure
everything on the patient and staff schedule 
is the same. Another staff person checks again
to make sure the schedules will work. The
schedules are printed, distributed to patients 
and staff, and posted on the weekly therapy
board.

“We can’t always accommodate everyone,”
Hamilton says. “Sometimes a patient gets a
good match, and sometimes he or she has to
make the best of things.” ■



Education helps payers
accept day program
Case managers are sold on the results

Convincing payers to reimburse for the day
treatment program at Columbia St. David’s

Medical Center takes a lot of education, but once
case managers see the results, they’re usually
sold on the program, says case manager Shaley
vonDoenhoff, LMSW.

“We do so many things that are not traditional
that it requires a lot of education. But once the
external case managers see that our clients make
gains quicker than in other programs, they realize
our innovations are very therapeutic,” she says.

When a patient is referred to the St. David’s
day program, vonDoenhoff sends the payer an
initial explanation of the program, including
details about the facility and the purpose of the
therapy. The program is covered by Medicare
Part B.

Some of the questions she tries to answer
ahead of time include the following:

❏ Why are some occupational therapy tasks,
such as cooking, therapeutic? She points out that
the occupational therapist may be working to
help the stroke patient regain use of an arm and
practice speech and cognitive exercises at the
same time. 

❏ What is therapeutic recreation, and why is
playing games therapeutic? For example, she

shows that playing golf increases ambulation
and balance and helps patients regain the use 
of their muscles.

❏ Why is hippotherapy (therapeutic horse-
back riding) beneficial?

“Once the outside case managers learn our
program and see how the clients benefit, they
fight for their clients to come here. It takes work
to get them to that point, however,” she says.

After a patient is accepted into the program,
vonDoenhoff compiles a summary from the
biweekly team conference and sends it to the
insurance case manager, the referring physician,
and the family.

Going out of contract

Day treatment is rarely covered benefit by
some insurance companies, but St. David’s has
been able to persuade some companies to go out
of contract and provide the service.

“When you’re dealing with smart people, they
see that it’s going to save them money in the long
run,” she says.

If it looks like the insurer won’t fund the treat-
ment program or if a patient has limited benefits,
she always asks for a case manager to be assigned.
“Once case managers are educated, they will
advocate for their clients.”

If an insurance company initially refuses pay
for the program, she also tries get the family and
physicians involved in getting approval. “If the
family and doctors get involved, it’s amazing
how much more you can get from an insurance
company. Letters of medical necessity have a lot
of pull since the [Texas] Legislature passed a con-
sumer protection law that allows patients to sue 
if an HMO refuses to reimburse for a procedure
that is deemed a medical necessity,” vonDoenhoff
says. “That has made a night and day difference
in approvals.”

The type of billing depends on what the insur-
ance company will pay. For example, the payer
may want to be billed for a certain type of ther-
apy a certain number of times a week. Others will
pay for all the services but want a flat per diem
rate.

Sometimes the team recommends more treat-
ment than the insurance company is willing to
pay. Then St. David’s staff work with the family
to come up with a solution: Some families pay 
for part of the therapy, for instance, or seek other
funding such as help from the Austin office of the
Texas Rehabilitation Commission.  ■
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Executive Summar y

Subject:
Case managers must be educated on nontradi-
tional day treatment program

Provider:
Columbia St. David’s Medical Center, Austin, TX

Essential points:
❏ After referral, the hospital sends external case

managers material that explains the program
in detail and answers questions in advance.

❏ Payers receive detailed biweekly reports on
patient progress.

❏ Families and physicians are encouraged to get
involved if coverage is denied.

❏ Once convinced of its benefits, case man-
agers push for their patients to be admitted to
the program.



Outcomes, practice pattern
used to set benchmarks
Aim is to identify the best practices 

By tracking the practice patterns of its treatment
teams and comparing costs and patient out-

comes among the teams, staff at the Shepherd
Center in Atlanta are working to identify practices
and procedures that produce the best patient out-
comes for the best costs.

“We’re not trying to find cost savings by cut-
ting people and services, but by identifying ways
that we can become more efficient,” says Gary
Ulicny, PhD, chief executive officer of the hospi-
tal. Shepherd specializes in patients with spinal
cord injury, acquired brain injury, multiple sclero-
sis and other neuromuscular disorders, and uro-
logical problems.

A hospital committee appointed to conduct the
benchmarking project is in the initial stages of col-
lecting data. Those data will be used to compare
the treatment practices, procedures, and outcomes
from each treatment team within a particular diag-
nosis with those of other teams and compare how
they stack up in terms of cost and outcomes.

Each patient at Shepherd is on a critical path-
way and is assigned to a treatment team, led 
by a physician and a case manager. Shepherd is
reimbursed on a per diem basis for about 70% 
of its patients. Most of the rest are Medicare or
Medicaid patients for whom Shepherd receives 
a case rate.

“We very rarely see fee-for-service or dis-
counted fee-for-service patients,” Ulicny says. “It’s
definitely in our interest to identify all opportuni-
ties to utilize resources more efficiently.” 

Shepherd treats many of its patients from the
intensive care unit through the acute rehab stay
and outpatient therapy. “When you look at global
pricing, you need to know what the cost is to pro-
vide care from day one,” he says.

However, Shepherd’s efforts are not exclu-
sively designed to cut costs, he emphasizes.
“There are opportunities for savings, but they
are by managing care and not cost. If you focus
on cost savings, you compromise the quality 
of care,” he says.

The benchmarking process will evaluate prac-
tice patterns to examine what practices, proce-
dures, drugs, and equipment various treatment
teams use and determine if they have an effect 
on outcomes. 

Best costs, best outcomes

The committee will analyze the practices of the
team with the best cost and best outcomes and
determine what it is doing compared with what
other teams are doing for the same patients. “Our
goal is to identify the best practices and to set
benchmarks on cost per day. Along with this, we
are monitoring outcomes to make sure they don’t
have any negative effect on quality,” Ulicny says.

The benchmarking project will include an anal-
ysis of each treatment team’s variances from the
hospital’s critical pathways, a cost-per-day analy-
sis for each treatment team, and an examination
of the outcomes for each patient treated by the
team.

At Shepherd, the critical pathway is a part of
the patient chart. Staff chart by exception; in other
words, they check off pathway items or chart the
variances. “The examination of the critical path-
ways should tell us what the differences are
among the teams in terms of practice patterns,”
he says.

In examining data for the benchmarking
project, the committee will use Shepherd’s cost
accounting system to compare daily costs for
teams treating the same type of patients. For
example, it will compare cost per day for team A
treating paraplegics and team B treating para-
plegics, analyze why costs differ, and determine
what the teams are doing to affect the costs.

It took staff at Shepherd about a year to set up
a cost accounting system in which actual costs are
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Executive Summar y

Subject:
A project to identify the most effective and effi-
cient practices and procedures among treatment
teams

Provider:
Shepherd Center, Atlanta

Essential points:
❏ Benchmarking project will compare practices,

procedures, costs, and outcomes among
teams treating similar diagnoses.

❏ Variances from the critical pathways, cost per
day of treatment, drugs, modalities, and sup-
plies will be compared.

❏ The goal is to cut costs without cutting people
and services.



automatically entered into the system along with
the charges. The system factors in overhead and
actual costs and is adjusted periodically. It pro-
duces daily reports on cost per day for each
patient. 

The types of medication being prescribed may
be among the factors that affect the cost of care,
Ulicny says. Some physicians may prescribe a
certain medication because they’ve always used
it. “We’re looking at coming up with new guide-
lines that may make the medication less costly to
patients. This is particularly important when you
have bundled pricing because the cost of medica-
tion comes out of the per diem rate.”

The hospital already makes the data available
to physicians and case managers so they can
manage the cost of care by looking at the daily
cost of treatment, Ulicny says.

Identifying benchmarks

The next step will be to identify the best prac-
tices and to set target benchmarks, possibly chang-
ing practice patterns. For example, every patient
who comes into Shepherd receives X-rays on the
first day. The committee may meet with treating
physicians and determine that if patients have had
an X-ray within three days of admission, they
don’t need to receive another.

At the same time, the committee will compare
outcomes from Shepherd’s extensive database
and determine which procedure provides the best
outcomes.

When cost cutting or efficiency measures are
identified, Shepherd will continue to monitor the
outcomes to make sure cost cutting doesn’t have
a negative effect, Ulicny says.

“Cost and its relationship to quality can’t be
separated,” Ulicny says. “We have a foundation
to measure both accurately, and now we are
going to analyze what the relationship is and try
to identify potential savings.”  ■
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How has your facility cut costs?

In these days of managed care, capitation, and
a new prospective payment system for rehabili-

tation on the horizon, rehabilitation providers are
under the gun to save costs without compromis-
ing patient care.

If you’ve come up with a simple yet effective
cost-saving strategy, Rehab Continuum Report
would like to publish your story in a new column.

Rehab providers will be able to share their
ideas and learn from their fellow professionals
through this new information exchange.

If you’d like to have your cost-saving ideas spot-
lighted in Rehab Continuum Report, contact editor
Mary Booth Thomas at (770) 934-1440. Fax: (770)
939-8738. E-mail: marybootht@aol.com.  ■
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CARF appoints director 
of medical rehabilitation

Peggy S. Neal, MA, MBA, has been named to
the position of national director of medical

rehabilitation at CARF...The Rehabilitation
Accreditation Commission. Neal began her
responsibilities Oct. 5 at the Tucson, AZ-based
accreditation organization.

Neal has been assistant vice president in the
General Reinsurance Corp.’s Rehabilitation
Advisory Service unit, where she coordinated
rehab services for people with disabilities. Her
work involved case management, educational
seminars, marketing presentations, and public
speaking.

Neal joins Chris MacDonell, who has served as
CARF’s national director of medical rehabilitation
for the past eight years. In the future, MacDonell
will focus on CARF’s role in the international mar-
ket of medical rehabilitation and will lead CARF’s
new Adult Day Services Division.

[Editor’s note: For additional information on
CARF and its programs, contact: CARF...The
Rehabilitation Commission, 4891 E. Grant Road,
Tucson, AZ 85712. Phone: (520) 325-1044,
Medical Rehabilitation Division, ext. 107; Adult
Day Services Division, ext. 171. Fax: (520) 318-
1129. Web: http://www.carf.org.]  ■
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