
Medical home offers a chance 
to get to know your patients
Concept is growing as healthcare changes 

As the concept of the patient-centered medical home grows in popu-
larity, opportunities are opening up for case managers to work with 
patients on the primary care level to augment the care provided by 

physicians and spend the time necessary to help them learn about their dis-
ease and follow their treatment plan.

“Physician offices don’t have the staff, the resources, or the time to 
educate patients and get them plugged into the resources they need to 
manage their conditions. That’s where we come in,” says April Moreland, 
MS, RN, a local care coordinator for CareFirst BlueCross BlueShield 
who works with patients in a patient-centered medical home in western 
Maryland.

CareFirst’s case managers work from home, live in the territory they 
cover, and go into the physician offices as needed to see patients and 
collaborate with the staff. (For details about the program, see related article 
on page 123.)

In other models, the case managers are employed by the practice or are 
health plan employees assigned full-time to a practice.

Moreland has been a staff nurse, a psychiatric nurse, a diabetes educator, 
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More physician practices are becoming patient-centered medical homes, 
creating opportunities for case managers to work closely with patients, often 
face-to-face.
• Some case managers are employed by the practice while others work 
for health plans and may provide care coordination services to multiple 
practices.
• Primary care case managers do the things physicians don’t have time to do: 
educating patients on their treatment plan, helping them adhere, and mak-
ing sure gaps in care are filled.
• Case managers in primary care have long-term relationships with patients 
and have a chance to see them get better over time.
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and a nurse educator for a pharmaceutical company 
before becoming a local care coordinator.

“This position is very different from any other 
position I’ve had. I spend a lot of time with patients 
and have a lot of autonomy. The best thing about 
the job is that I get to work directly with patients and 
build a relationship with them. It’s very satisfying to 
watch a patient get better over time. When you’re a 
staff nurse, you don’t get to see changes in patients 
because they are in and out so quickly,” she says.

In today’s healthcare environment, physician 
practices need to go beyond just treating the disease 
and assist with social factors and other barriers 
that make it difficult for patients to follow their 

treatment plans and stay on their medication, says 
William Gillespie, MD, chief medical officer for 
EmblemHealth, a New York City-based health plan.

“The complexity of care has grown 
astronomically as treatment options and 
medications have increased. No single physician can 
keep up with everything, and that’s why team-based 
care has become so important. At EmblemHealth, 
our embedded case managers help close the gaps 
in care, make sure patients are seeing their doctor 
regularly and follow their diet and treatment plan,” 
he says. (For more on EmblemHealth’s program see 
page 125.)

The emphasis on transitions between levels of 
care creates new opportunities for case managers 
who want to develop long-term relationships with 
their patients, says Catherine M. Mullahy, RN, BS, 
CRRN, CCM, president and founder of Mullahy 
and Associates, a case management consulting firm 
based in Huntington, NY.

“There is definitely a need in group medical 
practices for someone who has the knowledge, 
the skills, and the time to help patients access 
community resources, learn about their medication 
regimen and treatment plan, and ensure that they 
have recommended tests and procedures,” she adds.

The embedded case managers take the entire 
person into account and not just what happens in 
the doctor’s office, Gillespie says. “Case managers 
are a central part of the physician office. They 
get to know the physician’s preferences and style 
and have the time that is necessary to explain the 
treatment plans and answer questions,” he says.

Care coordination plays a major role in Horizon 
Healthcare Innovations’ patient-centered medical 
home program, says Steven R. Peskin, MD, MBA, 
FACP, medical director for Horizon Healthcare 
Innovations, a division of Horizon Blue Cross and 
Blue Shield of New Jersey. “The care coordinators 
collaborate with physicians and work closely with 
patients. They have had a big influence on our 
reduction in hospitalizations and readmissions and 
our increase in preventative care,” he adds. (For 
details, see related article on page 126.)

Moreland and CareFirst’s other local care 
coordinators work with physicians and patients to 
smooth transitions between levels of care and come 
up with ways to help the patients get their chronic 
conditions under control. “I become a specialist 
in their insurance. I know their coverage and their 
co-pay and if they have barriers, I can plug them 
into community resources,” she says.

Moreland works with the physician and the 
patient to develop goals and a care plan. “The 
patient is always the center of the focus. If the goal 
we set isn’t a goal of the patient, he’s not going to 
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be engaged,” she says. For instance, one patient she 
works with is morbidly obese with hypertension 
and out-of-control diabetes. “He knows he needs 
to lose weight but his goal is to walk half a mile 
with his kids without getting short of breath. We 
implemented that goal into the plan. We know that 
if he walks, he’ll lose weight and his blood pressure 
and blood sugar levels will improve,” she says.

Another patient’s goal was to swim for exercise, 
but she was embarrassed about her weight 
and reluctant to swim in front of other people. 
Moreland steered her toward a little-used pool at a 
community college and went with her on her first 
visit. “She was unaware of the program and she 
loves it. Often it’s just her and one other person. 
Since she started swimming, she’s lost weight and 
her joints don’t hurt as much,” she says.

The program allows her the flexibility to give 
patients the support they need. For instance, one 
patient gets dialysis every week at a hospital two 
miles from Moreland’s home. “I see her every 
Thursday at the hospital. We both like the face-to-
face visits,” she says.

She goes to specialty appointments with patients 
and primary care appointments whenever possible. 
“If patients want my support and I can schedule 
it, I go to the appointments with them. When they 
visit a specialist, I can take that information back 
to the primary care provider,” she says.

Many of her patients work during the day 
and are available only early in the morning or in 
the evenings. “I call some patients at 6 a.m. and 
others at night. I set aside Tuesday and Thursday 
evenings for calls. The hours are long, but I have a 
lot of flexibility. If I have a doctor’s appointment 
myself, I can work that into my day,” she says.  n

Care coordinators team 
with med home providers
Costs decrease, quality rises 

CareFirst BlueCross BlueShield takes a team 
approach to care coordinators in its patient-

centered medical home program. 
The program is led by regional care coordinators, 

along with local care coordinators, and hospital-
based care transition coordinators, all of whom 
work together and collaborate with the health plan’s 
in-house case managers to make sure that CareFirst 
members get appropriate care in a timely manner.

“We have found the team approach to be 
successful in ensuring that our members receive 

EXECUTIVE SUMMARY

CareFirst BlueCross BlueShield takes a multi-pronged 
approach to care coordination in its patient-centered 
medical home program.
• Regional care coordinators act as liaison between 
the health plan and the physicians and supervise a 
team of local care coordinators in their territory.
• Local care coordinators live in the area they serve 
and work directly with patients, connecting them 
with community resources and helping them adhere 
to their treatment plan.
• Care coordinators assess patients while they are in 
the hospital and make sure patients are triaged to 
the local care coordinators or CareFirst’s in-house 
complex case managers and disease management 
case managers, depending on their needs.

excellent clinical care. The team communicates 
regularly and works closely with the physician 
practices to ensure that patients get the help they 
need to manage their care and optimize their 
health,” says Jennifer Baldwin, RN, MPA, senior 
vice president of CareFirst’s patient-centered 
medical home program.

CareFirst launched its first patient-centered 
medical home in 2011. Today the program includes 
more than 3,600 primary care physicians and nurse 
practitioners who provide care to more than 1 
million members. In 2012, the second year of the 
program, costs for members covered by the effort 
were $98 million less than the insurer anticipated. 
CareFirst, based in Baltimore, provides insurance 
coverage in Maryland, the District of Columbia, and 
northern Virginia.

The regional care coordinators are the liaison 
between the physician and the health plan, while 
the local care coordinators work with patients 
and collaborate with physicians. The transition 
coordinators review CareFirst admissions to make 
sure they are appropriately triaged to the right care 
coordination services when they are discharged.

For the patient-centered medical home program, 
CareFirst has divided its coverage area into 20 sub-
regions, each staffed by a regional care coordinator: 
a master’s-level, highly experienced nurse who lives 
in the region, acts as liaison between the health plan 
and the physician offices, and supervises the local 
care coordinators.

The more than 100 local care coordinators 
also live in the area in which they work and are 
employed by a vendor with whom CareFirst 
contracts to provide care coordination for the 
medical homes. “It’s important to the success of the 
program for the local care coordinator to live in the 
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area. They know the hospitals, are familiar with the 
area, and often have a relationship with the local 
physicians through their previous employment,” 
Baldwin says. 

The local care coordinators work from home 
and are assigned to one or more physician practice, 
depending on the caseload at each practice. They go 
into the physician offices according to the member 
and practice needs and preferences. 

“We yield to the practice preferences as to when 
the local care coordinators come to the office, 
whether it’s just one morning a week, only in the 
evenings, or more frequently. We want to make sure 
we are welcome and are seen as an asset,” Baldwin 
says. 

The local care coordinators have experience 
in multiple healthcare settings, have good 
communication skills and organizational skills and 
must be able to work on a flexible schedule and with 
little supervision. “We’ve found that nurses with 
experience in only one facet of healthcare find the 
job difficult,” Baldwin says.

The health plan uses an illness burden score to 
identify patients for the program. “It’s based on 
diagnosis, not cost, because patients who don’t go to 
the doctor may not have any costs but they may still 
be in need of care coordination,” she says. Patients 
eligible for the program have multiple comorbidities, 
are taking multiple medications, have unstable 
conditions and barriers to caring for themselves, and 
need a care plan. “Patients who are managing well 
and are stable are not in the program even if they 
have multiple comorbidities or take large numbers 
of medication. We concentrate on the patients who 
need it most and have the greatest potential for 
becoming unstable,” she says.

When patients are identified for the program, the 
local care coordinators meet with them on their next 
visit to the physician offices whenever possible. “We 
have found that a face-to-face meeting to introduce 
the program results in a better relationship,” she 
says. They may follow up by telephone or see the 
patients in person, depending on the patients’ needs 
and preferences.

The local care coordinators assess patient needs 
and collect pertinent information such as social 
history, living situation, and support system. When 
indicated, they also talk to family members or 
caregivers. After the visit, the care coordinator 
collects a vast array of information, including 
laboratory values, radiology reports and other test 
results when appropriate, past medical history, 
and information from all the physicians who are 
treating the patient. Using motivational interviewing 

techniques, the local care coordinator talks with 
the patient to set priorities, then distills all the 
information into a care plan. It could take as long a 
couple of weeks to get all the information needed.

“The care plan goes far beyond being a repeat 
of what is in the electronic medical record and 
provides invaluable information to the providers. It 
establishes the entire picture of the patient, not just 
what is seen in the physician office. We emphasize 
that the written care plans should be clear, concise, 
and compelling,” Baldwin says. 

The care coordinator then shares the plan with 
the regional care coordinator for approval and 
with the physician to obtain input. Only then is 
the plan activated by the physician. “The plan is 
activated only after medication reconciliation has 
been completed, and the physician approves. The 
physician is always the quarterback,” she says. The 
plan evolves over time, depending on the patient’s 
condition and adherence.

When patients are hospitalized, the care transition 
coordinator refers eligible patients to the local care 
coordinator or the health plan’s case management 
program.

Patients with high acuity needs that can be 
quickly resolved, such as multiple traumas, are 
referred to the health plan case managers, who 
work with them by telephone for an average of 
three months until their conditions stabilize. When 
they are stable, they may be referred to a local care 
coordinator for follow up. 

Patients who have multiple comorbidities and 
polypharmacy issues are referred to a local care 
coordinator in a patient-centered medical home. The 
local care coordinators work with patients for an 
average of six or seven months or as long as a year.

Frequent communication between team members 
is a cornerstone of the program, Baldwin says. “The 
local care coordinator role is not a common role for 
nurses. We teach each other a lot about effective care 
planning,” she says.

CareFirst has monthly educational forums for 
all the care coordinators and weekly team meetings 
either in person or by video conferencing. The care 
coordinators share success stories and brainstorm 
on ways to deal with difficult patients. The day 
after the weekly team meeting, Baldwin contacts 
one local care coordinator from each region to find 
out what was valuable and what was frustrating 
and uses the information to set the agenda for the 
next meeting. “We always welcome feedback from 
the local care coordinators on how the process is 
working. Our ultimate goal is excellent clinical 
care,” she says.  n
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EXECUTIVE SUMMARY
Primary care practices in EmblemHealth’s patient-cen-
tered medical home initiative have decreased their 30-day 
readmission rates from as high as 20% to as low as 12%.
• Practices are supported by a multidisciplinary team that 
includes case managers, social workers, pharmacists and 
health navigators.
• Case managers contact hospitalized patients and prepare 
them and their families for discharge.
• They follow patients after discharge, ensure that they 
have a follow-up appointment and understand their treat-
ment plan and refer patients who need long-term care to 
the appropriate EmblemHealth program. 

Care coordination 
slashes readmission rate 
Medical home model takes team approach

When primary care practices that are part of 
EmblemHealth’s patient-centered medical 

home initiative are supported by a multidisciplinary 
care coordination team to help smooth transitions 
between the hospital and the physician office, 30-day 
readmission rates have dropped from 17%-20% to 
10%-12%.

“It’s widely known that the hand-offs between 
most hospitals and most physician practices are 
not always smooth. We realize that by improving 
communication between the primary care provider 
and hospital discharge planner, we can make a 
dramatic difference in 30-day readmission rates,” 
says William Gillespie, MD, chief medical officer for 
EmblemHealth.

EmblemHealth tested its medical home model 
during a two-year pilot project at 18 practices, then 
developed a relationship with 450 physicians in 39 
locations who based their patient-centered medical 
home program on EmblemHealth’s model. 

Participating practices are supported by a 
multidisciplinary team employed by EmblemHealth 
that includes case managers, social workers, 
pharmacists, and health navigators. The embedded 
clinicians work as a team. The RN case manager 
can call on the social worker when patients have 
psychosocial issues or need community resources. 
They refer patients to the pharmacist for medication 
reconciliation. The navigators have bachelor’s 
degrees and handle tasks that don’t require a licensed 
clinician, such as setting up home oxygen, reminding 
patients of appointments, or other tasks requested by 
the case manager.

Physician practices have welcomed the 
EmblemHealth team, Gillespie says. “They 

understand the benefit of case management support 
as a way to help them improve the care for patients. 
In every case where we have embedded the team, the 
practices have found it helpful,” he says.

Many of the patients who are in the program 
are identified while they are in the hospital. Every 
day, EmblemHealth sends the case managers a list 
of hospitalized patients who receive care by the 
practice they support. Other patients are referred 
by their physicians when they are having problems 
getting their chronic diseases under control or need 
community resources.

When patients are hospitalized is an optimal time 
to work with them to improve their health, Gillespie 
says. “This is a teachable moment and one where 
we can have the most impact. We have found that a 
hospitalization makes patients receptive to learning 
how to manage their health and avoid another 
admission,” he says.

When the case managers are notified that patients 
are in the hospital, they call them in their hospital 
room, then get in touch with family members or 
caregivers. “If they don’t already have a relationship 
with the member, they introduce themselves and 
say they are calling on behalf of the primary care 
provider and want to help the member get better 
and avoid returning to the hospital,” Gillespie says. 
The case managers typically contact the family 
or caregiver every day during the hospital stay to 
help them understand the patient’s condition and 
progress and what kind of care or equipment will be 
needed when the patient goes home. They keep them 
informed about the anticipated discharge date and 
help them prepare for the discharge.

The practice-based case managers work closely 
with the hospital discharge planners to develop a 
discharge plan. Clinicians at the practice and at 
the hospital share information that will help with 
discharge planning and give the primary care practice 
a picture of what happened in the hospital. “This 
close relationship helps provide continuity in care as 
the patient transitions from the hospital to home. In 
the past, the primary care physician might not have 
been aware of the hospitalization and medication 
changes,” Gillespie says.

The case manager in the practice takes 
responsibility for the patient at the moment of 
discharge, Gillespie says. “The case manager contacts 
the patient right after discharge to make sure the 
patient has a follow-up appointment and understands 
the discharge plan. Patients are more likely to follow 
the treatment plan if they are contacted just after 
hospitalization,” he says.

Before the appointment, the case manager informs 
the patient’s physician about the hospitalization and 
what has occurred between the discharge and the 
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Care coordinators reduce 
costs, improve care
ED visits, admissions drop; screenings increase

A program that supports care coordination in 
patient-centered medical homes has improved 

care and reduced costs for patients within Horizon 
Blue Cross Blue Shield of New Jersey’s patient-cen-
tered medical home program.

In 2012, the program reduced emergency 
department visits by 12%, hospital inpatient 
admissions by 23%, and reduced costs of care for 
diabetic patients by 9%. In addition, the program 
has increased diabetes control by 5%, improved 
breast cancer screening by 3%, and increased 
pneumonia vaccinations by 11%.

“These results demonstrate that we can improve 
quality and reduce costs at the same time,” says 
Steven R. Peskin, MD, MBA, FACP, medical 
director for Horizon Blue Cross Blue Shield of New 
Jersey, the state’s oldest and largest health insurance 
company.

Horizon worked with eight leading physicians and 
the New Jersey Academy of Family Physicians to 
develop the model for its team-based patient-centered 
medical home program. After the eight practices 
successfully implemented the model, the insurer 
expanded it to 20 practices in January 2012. Now 
there are 900 physicians in more than 100 practices 

EXECUTIVE SUMMARY

Horizon Blue Cross Blue Shield of New Jersey’s patient-
centered medical home program has reduced inpatient 
admissions and emergency department visits and reduced 
the cost of care for diabetic patients while reducing gaps 
in care.
• The insurer provides funds that enable the practices to 
hire staff to coordinate care.
• Care coordinators work with at-risk patients to follow 
their treatment plan and get recommended tests and pro-
cedures.
• They focus on care transitions and timely primary care 
appointments as patients are discharged from the hospi-
tal and follow up as needed. 

participating in the model.
Care coordination is a key component of 

the program, Peskin says. The insurer provides 
additional funds for the practices to hire staff to 
coordinate care and offers bonuses to physicians 
whose patients reach preventive care targets. 
Horizon also requires practices to employ 
nurses to assist physicians and to offer a flexible 
appointment schedule in order to expand access 
for patients.

Larger practices have at least one full-time RN 
care coordinator, while the smaller practices may 
have part-time care coordination staff or share care 
coordinators with other practices, depending on the 
patient caseload and needs. The care coordinators 
collaborate with physicians, advanced practice 
nurses, and other members of the practice care team 
to ensure that patients receive timely, evidence-
based care.

When the program begins in a practice, the 
practice sends customized letters to patients 
explaining the medical home concept and how the 
care team will work with them to improve their 
health. “Everyone in the practice is part of the 
medical home,” Peskin says.

Patients who receive interventions are identified 
through claims data and by clinicians who identify 
at-risk patients based on their medical history. 
The care coordinators typically develop care plans 
for about 5% of the commercial population and 
10% of patients who are in Horizon’s Medicare 
Advantage plan. They help patients with chronic 
conditions follow their treatment plan, identify 
gaps in care and make sure the patient gets the 
recommended tests and procedures, and promote 
wellness and preventive care among patients. 

It’s up to the individual practices to decide how 
the care coordinators will work with patients, Peskin 
says. In some practices, the care coordinator meets 
with patients face to face when they come into the 
office. Other care coordinators contact patients 

appointment so the physician is well informed for 
the visit. The case managers typically see patients 
in person when they come for their follow-up visit 
with the primary care provider. In many cases, the 
physician refers the patients back to the case manager 
for ongoing support.

The case managers follow patients as long as they 
need assistance. “Some have an acute event and 
recover quickly, then go back to self-directing their 
care. Other patients have complex needs and the case 
managers may follow them for 60 to 90 days,” he says.

The practice-based case managers can refer 
patients with chronic diseases or who need long-term 
management to EmblemHealth’s disease management 
and complex case management programs.

The program is popular with the patients, he says.
“We have found that many patients who are 

engaged this way like it and form an ongoing bond 
with the case managers. Patients send them flowers 
and candy and often pop in to say hello when they 
are well,” Gillespie says.  n
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by telephone to help them manage their chronic 
conditions. Some care coordinators hold periodic 
group visits for patients with the same condition. For 
instance, they may have a group visit with patients 
with diabetes to discuss diet, medication, and the 
importance of recommended tests and procedures. In 
some cases, they may perform foot checks.

When patients are hospitalized, the care 
coordinators are alerted through the daily admissions 
notices the health plan sends to the practice. They 
contact the hospital and talk to the care coordinator 
or the hospitalist providing care and share 
information about the patient.

“The care coordinators focus on transitions and 
the importance of getting the patient back into the 
practice within 72 hours of discharge,” Peskin says. 
They follow up with the patient as needed. For 
instance, in the case of a patient who is hospitalized 
for a chronic condition such as heart failure, the care 
coordinator follows up with the patient to find out 
what went wrong and to emphasize the plan of care, 
such as following a low-sodium diet and checking 
weight daily. “The goal is to encourage the patient to 
follow the recommended plan of care and avoid any 
additional hospitalizations,” he says. 

There’s no set way that the care coordinator 
functions within the team, he says. “They are notified 
of admissions and work on transitions from hospital 
to home and to the practice and update the care plan. 
Whether they meet with the patient or follow up by 
telephone depends on the preference of the practice in 
which they work,” he says. 

The care coordinators contact chronically ill 
and at-risk patients periodically, depending on the 
severity of illness and needs of the individual. For 
instance, they may follow up frequently after a 
patient has been hospitalized, or if they are having 
problems managing their chronic conditions. When 
patients miss a recommended follow-up visit, visit 
the emergency department, or have a gap in care, it 
triggers outreach from the care coordinator.

The entire team at the practice has huddles at the 
beginning of the day and reviews patients scheduled 
that day, especially those with chronic or complex 
conditions. The care coordinator often can provide 
background information that will assist the physician. 

“The practices take a team approach to care. The 
physician or nurse practitioner is in charge, but other 
individuals who communicate with the patients can 
have a positive impact,” he says. For instance, a 
medical assistant may perform a quick depression 
screen or ask the person about his diet. “The medical 
assistant may be trained to ask questions and take 
notes, getting the treatment team the information 
they need,” he says.  n

Consider dedicated
observation units – experts
Involve case management early on in decisions

As the Centers for Medicare & Medicaid 
Services (CMS) make yet another change in 

the regulations regarding “observation status,” the 
confusion continues over when a patient qualifies 
or doesn’t qualify for this type of care, and what 
is at stake in these decisions for patients and pro-
viders. While emergency providers seek clarity on 
all these points, proponents of observation care 
lament the fact that, somewhat lost in the discus-
sion, is what they see as growing evidence that 
when used effectively, protocol-driven observation 
care that is delivered in a dedicated observation 
unit can be a superb tool for expediting care and 
reducing hospital admissions.

Though the regulatory infrastructure is not yet 
in place to require hospitals and EDs to deliver this 
type of focused, accelerated care, proponents make 
the case that there is nothing to stop providers 
from taking steps to bring their use of observation 
in line with the kind of evidence-based care that is 
associated with dedicated observation units.

Recognize needs of observation patients

“The message that has to be gotten out there is 
that there will always be patients who need more 
than six hours of care and less than 24 hours 
of care,” explains Michael Ross, MD, FACEP, 
medical director of Emory University Hospital’s 
clinical decision unit, an observation unit that is 
adjacent to the Atlanta-based hospital’s ED. “We 
can either ignore them and push them all into EDs, 
leading to overcrowded EDs, or push them into the 
hospital, which is going to lead to overpayment 
for those patients, or we can say this is a very real 
group of patients with very real service needs and 
provide them with the care that they need.”

What is plain to see, according to Ross, is that 
there is a “widening chasm” between care that is 
delivered in a protocol-driven ED observation unit 
and a bed that is somewhere else in the hospital.

In fact, Ross has written extensively about 
what he views as state-of-the-art observation 
care.1 However, currently there is no regulatory 
requirement that observation care be delivered in 
an observation unit or any other specific setting, 
so patients are often placed in beds on inpatient 



128 case management advisor ™ / november 2013

floors even though the patients themselves may 
not even realize that they are still technically 
outpatients.

Critics charge that the problem with this 
arrangement is that care tends to be less focused 
and that rounding may only occur once a day. 
Indeed, a recent study on observation care in 
the Archives of Internal Medicine noted that 
observation patients are often subjected to lengths 
of stay (LOS) in excess of 24 hours, and that 
hospitals frequently lose money on these patients. 
The authors questioned what role observation 
should even play in health reform.2

However, Ross suggests that outcomes are quite 
different when patients are cared for in dedicated 
observation units, where rounding is constant and 
care is driven by protocol. “This is a unique patient 
population, it is a recognized patient population, 
but for some reason, two-thirds of hospitals 
haven’t been able to recognize the need to provide 
these patients with a unique setting,” explains 
Ross. “There is a lack of understanding about 
what observation units are, so I think there has 
been a clinical need for education.”

Ross suggests that hospital administrators need 
to consider that observation patients make up the 
lion’s share of both misdiagnoses and malpractice 
lawsuits in emergency medicine. These are also 
the patients that cause ED overcrowding because 
they don’t meet inpatient criteria, but providers 
also can’t send them home, he observes. “This is 
the group that everybody would like to ignore, but 
that is the worst thing we could possibly do,” he 
says.

Be prepared for RAC scrutiny

Another problem plaguing observation care 
is that patients have sometimes remained on 
inpatient floors for as long as five days, resulting in 
exorbitant fees for patients, because as outpatients, 
they are responsible for 20% of each individual 
charge under Medicare Part B. The new CMS 
rule for 2014 attempts to address this problem by 
making patients who are in observation for more 
than 48 hours inpatients, as long as they meet 
inpatient criteria. Ross, who was part of a panel 
that met with CMS staff on behalf of the American 
College of Emergency Physicians (ACEP) during 
the open comment period for the proposed policy 
change, says one of CMS’ goals with the new rule 
was to provide more clarification for providers.

“The rule is still a little bit confusing because 
it is not clear if it trumps or replaces InterQual 

criteria, or if the two [sets of criteria] work 
together,” says Ross. “I think they are supposed to 
work together.”

While CMS was not responsive to all 
the changes that Ross and the other ACEP 
representatives wanted to see in the new rule, he 
was pleased that the agency dropped wording to 
the effect that it would only pay for observation 
care beyond 48 hours if the care occurred in an 
inpatient bed. “That would have been disastrous 
for observation units,” he says. “They took that 
wording out.”

Ross suggests that the 48-hour rule would be 
unnecessary if all observation care was, in fact, 
provided in protocol-driven, dedicated observation 
units. “The length-of-stay for these units averages 
15 hours,” he says. “Less than 1% of patients are 
in observation units for more than 36 hours.”

Ross notes that it is also quite clear that placing 
observation patients in beds on inpatient floors 
is far from ideal. “The average inpatient bed is 
made for a five-day patient. It does exceptionally 
well with five-day patients. But it has been shown 
time and again that these 6- to 24-hour patients 
fail miserably when you put them in an inpatient 
bed,” he says.

Christopher Baugh, MD, MBA, medical 
director of the ED observation unit at Brigham 
and Women’s Hospital in Boston, favors the new 
CMS rule, but he anticipates that hospitalizations 
resulting from the new 48-hour rule will be 
among the most scrutinized by the Recovery Audit 
Contractors (RAC) when the new policy goes 
into effect. “What I am reading is that patients 
can’t just be occupying a bed for two midnights 
to qualify as an inpatient. They will also have 
to have an inpatient order, and they will have 
to have some medical justification for being in 
the hospital,” he says. “I presume the RAC is 
going to be looking very closely at folks with two 
midnight stays and then discharged home to make 
sure that the hospital wasn’t dragging its feet on 
the discharges just so the visits would qualify as 
inpatient stays.”

Baugh has published extensively on observation 
care, including a recent editorial in the New 
England Journal of Medicine in which he urged 
CMS to go farther in reforming observation 
payment polices so that patients will be protected 
from excessive expenses and efficient care will be 
incentivized.3

Baugh echoes many of the same points as Ross, 
noting that all observation care is not of the same 
quality. For instance, he points to several reasons 
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why a dedicated observation unit can deliver better 
care than the kind of observation that takes place 
on inpatient floors. “This is a dedicated space 
where all you do is observation, so it is not a 
hybrid area or an inpatient area where you are also 
doing observation,” he says. “There are policies in 
place and leadership that is accountable for these 
policies. That is a really important part of being 
efficient and good at delivering observation care.”

Further, in addition to having evidence-based 
protocols in place to direct the care that is 
delivered, Baugh notes that observation units work 
best when they are integrated with the ED. “That 
is where most of the patients who are going to be 
populating the observation unit are going to come 
from, so having that emergency medicine culture 
extend to the observation unit is very helpful,” he 
says. “There are people who don’t have emergency 
medicine training who can run an observation unit 
efficiently. It is not a requirement, but in my mind, 
it is very helpful to have [an emergency medicine] 
background, and that extends to the nurses as well 
as the physician leadership.”

Baugh favors the concept of a closed unit, 
where the unit leaders are the people who control 
what happens in that unit and which patients are 
admitted to the unit. “Some places have what is 
called an open unit where primary care physicians 
in the community can directly put one of their 
patients into the unit and also run the plan of 
care according to whatever they see fit,” he says. 
“What you end up with is a lot of variation 
because you have a lot of cooks in the kitchen, and 
a lot of providers who don’t do this type of care 
very often. As a result, they are not as efficient as 
they could be.”

Alternatively, when a smaller group of clinicians 
runs a tightly controlled unit, they become very 
good at providing observation care in a highly 
efficient manner, adds Baugh.

Make use of case management

Baugh notes that one concern that many 
observation unit directors have is that their 
definition of what works well in an observation 
unit — patients who would benefit from protocol-
driven care — is not the same definition that CMS 
uses. “You have patients who the observation 
literature would say are not good candidates for an 
observation unit visit, but they are still being billed 
as observation,” he explains.

Another concern is the ever-changing 
regulations governing how and when insurers will 

pay for observation services. “This does affect how 
we deliver observation care because no one wants 
to be delivering care that they are not going to be 
paid for,” says Baugh. “It seems like every three or 
four years, CMS does significant change to their 
regulations.”

For instance, prior to 2007, CMS only paid 
for observation stays pertaining to three different 
diagnoses: chest pain, asthma, or congestive heart 
failure (CHF). “If it was anything else, it didn’t 
qualify for an observation payment,” notes Baugh.

However, the regulations changed dramatically 
in 2007, broadening the scope of observation care 
so that it can apply to virtually any diagnosis as 
long as patients meet certain criteria. For example, 
patients must require further evaluation or testing 
to determine whether they need inpatient care, 
explains Baugh. “These are people who need 
further medical care, and there is real uncertainty 
and risk around what could be going on with 
them,” he says. “Providers need that additional 
time to better decide if the patients need an 
inpatient stay or not.”

Now, there is a new CMS rule capping the 
length of time that a patient can remain on 
observation at 48 hours, and it may take some 
time for providers to get used to the latest change, 
says Baugh. “There is a lot of memory around how 
things were in the previous set of regulations, and 
it is just hard to adapt to the way you think about 
observation so frequently,” he says. “I think there 
is initially going to be some confusion [about the 
new rule].”

However, Baugh also notes that the new rule 
offers an opportunity for case management to 
work with providers so that they get a better sense 
of whether patients should be on observation or 
be admitted as inpatients as early into the patient 
visit as possible. “This has potentially big ramifica-
tions on the setting of care for a patient because if 
providers decide early on that a patient should be 
admitted as an inpatient and should not be cared 
for in an observation unit, it takes that option off 
the table, and the sooner you know that the bet-
ter,” says Baugh. “Getting case management to be 
involved early on [in these decisions] seems to be a 
best practice, although it is very hard to implement 
because the ED is admitting patients 24 hours 
a day, and it is hard for case management to be 
involved at 3 o’clock in the morning in real time, 
but that is a logistical issue that is being worked on 
in a lot of places.”

Consider advantages in efficiency, expertise
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Matthew Lyon, MD, FACEP, director of the 
ED observation unit at Georgia Regents University 
Medical Center in Augusta, doesn’t think the new 
CMS rule will have much of an effect on the care 
that is provided in dedicated observation units 
because most of them have a 24-hour LOS limit. 
“If a patient reaches the 24-hour mark in our 
observation unit, we switch them over to inpatient 
status, providing the patient meets admission 
criteria,” says Lyon. “Our average LOS is about 
16 hours.”

However, the rule change may well impact 
patients who are placed on observation in an 
inpatient bed. These would be patients who have 
diagnoses that do not fit with one of the protocols 
that is used to drive care in the dedicated unit, 
explains Lyons. “Our emergency observation 
unit runs by protocols, so a patient has to have a 
diagnosis of chest pain, sickle cell disease, asthma, 
or CHF [to be admitted to the observation unit], 
and the provider has to believe the patient will 
respond to treatment in less than 24 hours,” he 
says.

Lyon acknowledges that the kind of observation 
care provided to patients when they are placed 
in inpatient beds is going to be different than the 
care provided on a dedicated unit. “That type of 
care is generally not protocol-driven, so it is not as 
efficient, and patients generally stay longer than 24 
hours,” he says. There is no denying the financial 
burden that falls on patients with extended 
observation stays. However, proponents of 
observation care counter that the kind of protocol-
driven care that is provided in observation units 
actually saves money. This is, in part, because 
the dedicated clinicians who work in these units 
become specialists in providing observation 
care. “You will set up guidelines that allow for 
more of a focus on LOS, so you aim for a rapid 
turnaround,” says Lyon.

A patient can expect to stay 12 to 16 hours in 
an observation unit, whereas the same patient 
might spend twice as much time in the hospital if 
he or she is placed on observation in an inpatient 
bed, where the patient may only be evaluated once 
a day, says Lyon.

“Our patients are evaluated every one or two 
hours to see if they meet discharge criteria … so 
they come into the observation unit at any time of 
the day and they leave at any time of the day,” says 
Lyon. “We have about a third of our discharges 
between midnight and 7 a.m., so we have a lot 
of people being discharged in the middle of the 

night, which is not traditionally when patients are 
discharged from the hospital. However, because we 
are there and the patients are there, as long as they 
have transportation, those patients are ready to get 
out of the hospital as soon as they can.”

In his research completed on the subject, Baugh 
suggests that the health care system could save 
more than $3 billion a year if all the hospitals 
that currently do not have dedicated observation 
units actually put them in place.3 “You can turn 
what would have been 30 hours on an inpatient 
floor into 15 hours on an observation unit,” he 
explains. “If you aggregate those savings over 
many thousands of visits — and most hospitals 
will have thousands of observation visits — that 
means a real change in capacity in a hospital to be 
able to take care of patients.”

Given the advantages that observation units 
offer, Baugh is surprised that more hospitals 
aren’t quickly adopting them. “It is a lost 
opportunity to reduce a significant amount of 
inefficiency. And this isn’t just a pure business-
economics perspective. I think patients receive 
better care when they are on a protocol. You 
are less likely to miss something, and you are 
less likely to have unnecessary testing that poses 
a risk to the patient,” he says. “Being in the 
hospital is dangerous, particularly if you are there 
longer than you need to be, so if you can take 
a 30-hour hospital stay and turn that into 15 
hours, that is 15 fewer hours of the patient being 
in the hospital where he or she could get the 
wrong medicine administered, have a fall, or pick 
up an infection.”

Prepare for more observation care

Baugh views the new CMS rule as an incremental 
step in the right direction, but he would like to see 
higher payments for observation care that is carried 
out in a dedicated observation unit as opposed to 
on an inpatient floor. “That could play a role in 
incentivizing observation unit use, which to me 
is a best practice for managing these observation 
patients,” he says. In a recent editorial in the New 
England Journal of Medicine, Baugh urged CMS to 
go farther in reforming observation payment polices 
so that patients will be protected from excessive 
expenses, and efficient care will be encouraged.4

Given that the typical size of an observation 
unit is 8 to 10 beds, Ross suggests that almost 
any hospital could establish such a unit. “You 
are not opening additional space, you are just 
partitioning,” he says. “You are saying this area 
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1. According to April Moreland, MS, RN, a local care 
coordinator for CareFirst BlueCross BlueShield 
who works with patients in a patient-centered 
medical home, what are the benefits of her job?

 A. Having a lot of autonomy
 B. Working directly with patients and building 

relationships
 C. Watching patients get better over time
 D. All of the above

2. What is the average time that CareFirst’s local care 
coordinators work with patients?

 A. A year or longer
 B. Nine months
 C. Nine to 12 months
 D. Six to seven months

3. According to William Gillespie, MD, chief medi-
cal officer for EmblemHealth, a hospitalization 
makes patients receptive to learning how 
to manage their health and avoid another 
admission. 

 A. True
 B. False

4. The care coordinators in Horizon Blue Cross Blue 
Shield’s patient-centered medical home program 
typically develop care plans for what percent-
age of patients in Horizon’s Medicare Advantage 
plan?

 A. About 5%
 B. About 10% 
 C. About 15%
 D. About 20%

CNE Questions

n Tips for choosing the 
right technology

n Helping patients seek 
care in the right venue

n Managing the care 
of a growing elderly 
population

n Early interventions for 
kidney disease

will be where the observation patients go with the 
understanding that [approximately] 20% of these 
patients will fail in this setting and have to be 
moved to an inpatient bed.”

Whether hospitals establish dedicated units or 
not, most experts expect the use of observation to 
increase. Lyon agrees that this is the trend he is 
seeing. “EDs are used frequently for primary care, 
but we also have a much sicker population that 
needs more care than what can be delivered in a 
short period of time,” he says. “So, observation 
or a short stay is a very good tool. And as our 
population ages, it is going to be used more.” 
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