
Cherry picking nursing home patients
creates liability risk if not careful
Some patient selection criteria necessary, but they must be reasonable

Long-term care and skilled nursing facilities always have used cer-
tain criteria for determining which patients to accept and which
patients to turn away, but recent attention to the practice has

upped the ante for risk managers. That increased attention and charges
that health care providers are being callous make it more likely that
providers could be charged with wrongdoing.

Risk managers acknowledge that long-term care facilities have to turn
away some patients out of necessity, simply because the care demands of
those patients cannot be met in a reasonable way. But when facilities take
the practice too far, cherry picking the most profitable patients, they put
themselves at risk of lawsuits charging discrimination and violations of
Medicare and Medicaid rules, say risk management experts. 

The fact that facilities have been rejecting selected patients for a while
could lull some risk managers into complacency, cautions Sandy Mahon,
vice president for risk management and quality assessment with Program
Beta, the risk pool for hospital districts in California, based in Alamo. She
coordinates risk management activities for 77 hospitals.
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Executive Summary
Subject:
Charges of cherry picking patients for skilled nursing facilities are getting more
attention lately, and that can make it more likely that facilities will face lawsuits 
and regulatory action. Risk managers should take action to ensure that patients
rejected for admission are rejected for legal reasons only.
Essential points:
❏ Not all discrimination in patient admissions is unreasonable; some patients can

be turned away.
❏ Potential repercussions are very serious, including the loss of Medicare and

Medicaid participation.
❏ One of the worst consequences could be negative publicity in the community.
❏ Some information protected from civil litigation may not be protected from

criminal prosecution.
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“I don’t know that anything particularly new
is going on with the way facilities select patients,
but the topic has hit the media lately, and that
alone increases the way people are going to be
sensitive to the issue,” she says. “There also may
be some exacerbation because of reduced reim-
bursement, but skilled nursing facilities have
cherry-picked for a long time.”

Mahon says she recently consulted with hospi-
tal staff who could not place a 400 lb patient in a
skilled nursing facility. None of the facilities con-
tacted would take the patient even if they had a
bed available, saying they were not prepared to
handle such a large patient. Many cited concerns
that the staff would be injured while trying to
work with the patient. 

“That’s an example of what I would say is a
reasonable discrimination on the part of the
skilled nursing facility,” Mahon says. “The situa-
tion is very difficult for the hospital trying to
place the patient and for the patient’s family, but
you can’t say that a nursing facility has to accept
everyone.”

Extent, reasons are key to judging denials

The practice of accepting and denying
patients for long-term care is a difficult one 
for the risk manager to monitor, says Leilani
Kicklighter, RN, ARM, MBA, DASHRM, assis-
tant administrator for safety and risk manage-
ment with the North Broward Hospital District
in Fort Lauderdale, FL. Kicklighter is the imme-
diate past president of the American Society for
Healthcare Risk Management. Unlike for many
practices that may get the organization in trou-
ble, the risk manager cannot just tell the facility
to stop screening patients and making admis-
sion decisions. Some latitude must be allowed,
but the risk manager has to be careful in decid-
ing how much, she says. 

It is clear, however, that the facility cannot dis-
criminate on the basis of expected profitability
from a certain patient, she says. That approach has
garnered the most criticism recently, with most
providers denying a financial intent. They insist

they were using other more reasonable criteria.
Because of increasingly tight operating margins
and lowered reimbursement rates from Medicare,
Kicklighter says she anticipates more charges of
cherry picking than the health care community has
seen before. Some of those charges will be legiti-
mate, she says. 

“I’ve heard the charges that facilities are deny-
ing patients because the reimbursement is too
low, and that didn’t sit well with me from either
a personal point of view or risk management
point of view,” she says. “I guess I wasn’t sur-
prised to hear that people do that, but it’s not
something you can accept as the right way to 
do business.”

Much of the media attention can be traced to
reports in the Washington Post, which alleged on
June 7 that “those who are increasingly unwel-
come at skilled nursing facilities include patients
requiring antibiotics, tube feeding, dialysis, and
ventilator support.” The article goes on to say
that “admitting those patients can be a sure way
to lose money under Medicare’s new, lower reim-
bursement rates.”

Kicklighter and Mahon say the Post report is
essentially true, but it still may not legitimize
overzealous screening of patient admissions.
Federal regulations clearly require that health
care providers employ the same selection stan-
dards for Medicare and Medicaid patients as for
any other patients, so evidence of any double
standard related to federal reimbursement can
bring investigators to your door. The ultimate
punishment could include being barred from 
the Medicare and Medicaid programs. Because
the risk is so great, risk managers need to be
involved in what might otherwise be seen as a
purely financial and/or clinical decision.

“Risk managers need to be at the table when
these decisions are made so you can help the
organization put together a game plan and not
look like jerks in the community,” Mahon says.
(See box, p. 103, for more on the potential for
negative publicity.)

The federal Health and Human Services
Administration in Washington, DC, the agency
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that oversees Medicare, has asked the inspector
general of the Department of Health and Human
Services to investigate Medicare beneficiaries’
access to skilled nursing facilities.

“Finances drive a lot of health care, and health
care ultimately is a business,” Kicklighter says.
“But when you sign on to take Medicare and
Medicaid, you’re supposed to take what they 
pay. Some people don’t seem to want to do that.”

Charges can be difficult to prove 

Patient screening can be abused because it is so
difficult to prove, Kicklighter says. The facility is
not likely to say it is refusing a patient because
the Medicare reimbursement is too low, citing
instead more reasonable explanations related to
clinical care. 

“Cherry picking is prohibited, but how do 
you prove that’s why they refused the patient?”
Kicklighter says. “If you can prove that there is a
bed available and the patient’s needs are within
that particular facility’s ability to care for the
patient, then you have a case. But that is difficult
without seeing a trend or a pattern.”

Mahon says any lawsuit resulting from a
denied admission would be similar in some ways
to a lawsuit for wrongful termination. In both
cases, the action could have been reasonable if it
were done for the right reasons, but the plaintiff
will allege it was done for prohibited reasons 
such as race, ethnicity, age, or profitability. 

“They’ll grasp at some reason that gives them 
a foot up to sue, even if it is not substantiated 
by anything more than the desire to file a claim
against you,” Mahon says. “The more you can
show that you have a policy against such dis-
crimination and have inserviced it, [that] you
have a grievance process and so on, the better 
off you are. If you can’t show those things, the
patient can have a more reasonable argument.”

Such a policy could make all the difference if
you are accused of rejecting a patient for prohib-
ited reasons, Mahon says. If you have a policy, and
records to show you have adhered to that policy,
you can support your defense that the patient was
rejected for legitimate reasons. Without such a pol-
icy and supporting records, you may be subject to
assumptions about your true motivations. 

Ensuring that preventive measure is in place
could be the risk manager’s most important con-
tribution, since many of the financial and clinical
decisions key to the actual admission decision are
beyond the risk manager’s control.

“The risk manager’s role in all of this is to
make sure the organization has a policy in place,
that’s it’s well understood by the organization,”
Mahon says. “You should make sure the Title VII
statement [the federal regulation prohibiting dis-
crimination in public accommodations] is in
everyone’s mind and they understand the sever-
ity of the problem.”

The risk manager also may want to set up a
system for collecting census data that would
refute claims of unreasonable discrimination, she
says. The more data, the better. Remember that
when it comes to charges of cherry picking, it is
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Beware of losing your good
name by cherry picking

Charges of cherry picking admissions to skilled
nursing facilities can result in extremely bad

publicity in your community, warns Sandy Mahon ,
vice president for risk management and quality
assessment with Program Beta, the risk pool for
hospital districts in California, based in Alamo.
Despite all the potential financial fallout from such
charges, Mahon says, the negative publicity could
be the worst punishment of all.

“This is a real uninsurable loss — your reputa-
tion in the community,” she says. “If the commu-
nity becomes aware that you’re cherry picking
and turning away people’s loved ones, you can
suffer a significant loss of reputation. When you
have a hospital that has developed a lousy repu-
tation, that can result in a significant loss of mar-
ket share. I would be very concerned about that.”

The issue can be volatile because it directly
ties into people’s desire to have their loved ones
nearby in the community, she says. Especially if
the patient already is being treated in your hospi-
tal and needs to transfer to a skilled nursing
facility, family members will be shocked and sur-
prised to hear that your facility will not accept the
admission. 

“You have to be very careful how you convey
this message to the family that you cannot take
their loved one into your facility,” Mahon says.
“You should have a communication style that is
empathetic, understanding of the patient’s and
family’s needs, but convey that your facility is
unable to aid in this situation. 

“You want to demonstrate empathy without cav-
ing in. You don’t want to appear to be callous and
uncaring, but, at the same time, if the organization
could fold as a result of taking on patients you
can’t afford to handle, you’ve gained nothing.”  ■



important to gather data not only on the “usual”
causes for discrimination such as race and age,
but also on clinical issues such as ventilator use,
size, severity of illness, and reimbursement rate
vs. actual costs. In many cases, the provider will
benefit by showing it does take on patients that
may be seen as “undesirable” in a financial sense
as long as the overall census can support those
patients. Most health care professionals under-
stand the idea that you can not take on an exces-

sive number of those
patients, but you are
expected to take on
as many as you can
handle.

“It’s a concern to
know that cherry
picking is going on,
but, at the same time,
you have to reach a
balance to ensure
survival of the orga-

nization,” Mahon says. “You can have one patient
who takes up all the facility’s resources, and that
can be detrimental to the other patients and the
facility overall. When that’s your concern and not
just the money involved, I think you can argue
that you’re making a reasonable decision.”

If an organization’s risk manager gets wind of
any prohibited cherry picking, Kicklighter says,
he or she must take action quickly. Kicklighter
says she would first go to the organization’s com-
pliance officer, then the senior administrator and
the director of finance. 

“I’d make them aware of all the potential for
government regulatory agencies to come in, and
all the things that could happen once regulators
come in and start going through your opera-
tions,” Kicklighter says. “It’s still a business deci-
sion they have to make, but the risk manager’s
job is to itemize the exposure and the possible lia-
bility from those exposures. I would take a hard
line on this.”  ■

For root cause analysis,
hang up risk manager hat
By Patrice Spath
Health Care Quality Consultant
Forest Grove, OR

A49-year-old woman was admitted to the hos-
pital to undergo repair of a left cervical inter-

nal carotid artery aneurysm. Before surgery, a
resident started an intravenous line in the patient’s
left hand. The surgery lasted approximately six
hours. During that time a number of IV fluids and
medications, including continuous pentothal, were
administered. Throughout the procedure, the IV
appeared to remain patent because it was a gravity
infusion and the flow was adequate. 

The patient’s hand was under the surgical
drape and was not seen from the time the surgi-
cal drapes were placed until the surgery was
completed. When the drapes were removed, a
significant IV infiltration was noted on the dor-
sum of the patient’s left hand, causing blistering
and redness. Within 24 hours of the surgery, the
left hand was without sensation and remained
blistered and ecchymotic. 

Five days after the surgery, it was determined
the patient had full thickness necrosis of the skin
on the dorsum of her left hand. She required
three additional procedures for debridement and
full thickness skin grafts.

The incident resulted in a major loss of func-
tion that required continued treatment, so it met
the Joint Commission on the Accreditation of
Healthcare Organizations’ definition of a sentinel
event. Accordingly, the hospital had to perform a
root cause analysis. 

Some of the same people involved in peer
review or risk assessment activities may serve on
the root cause analysis team. As team members it
is important, however, that everyone is clear on
the intent of the root cause analysis. It is not con-
ducted for the purpose of assessing individuals’
competency, nor is it a forum for strategizing
about how to defend the organization in a law-
suit. While these are important tasks, they are not
a part of the root cause analysis discussions. If
peer review and/or liability control issues creep
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into the discussions they can, in fact, threaten the
success of the root cause analysis. 

Patient care mistakes, such as those that
occurred during the incident described on p. 104,
are rare. However, when mistakes happen and 
a patient is harmed, a series of events is usually
set in motion. Patients are increasingly willing to
sue health care professionals when mistakes are
made. Not surprisingly, following this incident,
the patient filed a lawsuit against the anesthesiol-
ogist, the resident, and the hospital. The allega-
tion was failure to monitor the IV adequately. 

The hospital’s governing board has ultimate
responsibility for the competency of practitioners;
therefore, peer review investigations should take
place. These reviews focus on answering the ques-
tion, “Was a standard of practice breached by one
or more professionals?” Both medical staff and
nursing groups, as well as the hospital’s quality
manager, would be involved in these investiga-
tions. Disciplinary actions may be necessary if one
or more individuals are found to have violated a
professional standard of practice. 

The risk manager’s primary responsibility is to
identify where the facility may be at risk for losing
money and reduce exposure to this risk. To meet
this responsibility, the risk manager will conduct
an analysis of the incident, gathering facts from
the people involved and reviewing documenta-
tion. One of the goals of this analysis is to prepare
a defensible case should a lawsuit be initiated.
Although an effective incident analysis can result
in quality improvements, the primary goal of risk
management is to identify actual or potential
sources of financial loss and minimize those losses. 

The purpose: Correct the problem

The root cause analysis, however, is a systematic
investigation technique that uses information
gathered during an intense assessment of an unde-
sirable event to determine the underlying reasons
for the deficiencies or failures. The goal of a root
cause analysis is to identify the basic deficiencies
or failures in a process that, if eliminated or cor-
rected, would prevent a similar event from recur-
ring. Root causes involve both process problems
(localized) or problems within the entire system
(systemic) that allow or create deficiencies that
cause or could cause unwanted occurrences.

The IV incident illustrates how easy it is to find
a culprit to blame. Initially, the cause of the event
may appear to be the lack of attention to the
patient’s IV during surgery. However, often these

“surface” or easily recognizable issues are the tip
of the iceberg. When developing a legally defen-
sible case, the risk manager may deal primarily
with the surface issues. 

For example, the anesthesiologist may say 
he believed the IV was patent because the flow
remained adequate throughout the procedure.
The risk manager would want to determine if it 
is usual practice to monitor the patency of IVs by
checking the flow rate rather than the insertion
site. Would expert testimony support this practice
in the event of a lawsuit? The risk manager might
find there was a lack of documentation of which
professional started the IV, as well as insufficient
information about the specific location of the IV
and the size and type of device used. Scanty doc-
umentation may make the case difficult to defend
in court. 

System failures must be examined

Failure of an individual to follow professional
standards of practice and inadequate documenta-
tion may be the issues of greatest importance from
a risk management standpoint; however, correc-
tion of these “surface” issues is not likely to pre-
vent a similar event from occurring. When a root
cause analysis is conducted, it becomes obvious
that the individuals involved inherited the effect of
several underlying system failures. While human
errors may have occurred, the root cause is likely
to be found in the design of the system that per-
mitted such errors to be made. Likewise, once the
errors occurred, there was no system in place to
catch them before patient harm occurred. 

The teams that work in the operating theater
(nurses, anesthetists, surgeons, technicians) do not
function in isolation. The activities of perioperative
caregivers are influenced by multiple factors,
including personal characteristics, attitudes, quali-
fications, the composition of teams, organizational
culture and climate, physical resources, and the
condition of the patient. These factors have an
effect on technical procedures as well as decision
making, task prioritization, and conflict resolution.
If a root cause analysis is not conducted, the latent
failures probably will not be discovered. Thus, the
information necessary for taking appropriate pre-
ventive actions will not be obtained.

While the risk manager may be concerned pri-
marily with preventing or reducing financial
losses that may result from an untoward incident,
this concern should not be brought to the table at
the root cause analysis team meetings. The most
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valuable piece of information the risk manager
has to offer is the information gathered during
the initial investigation of the event. The team
needs a thorough understanding of the interac-
tion of events and causal factors, and the chrono-
logical chain of events developed by the risk
manager is a perfect place to start. Once the time
line of activities is clear, the team can begin to 
ask “why” questions about each action. It’s not
enough to say, “The person made a mistake.” The
team must dig into the processes/systems that
allowed the mistake to be made in the first place.
Consider these questions: 

• Are people overworked? 
• Are people being given responsibilities that

are beyond their capabilities? 
• Are professional staff adequately overseeing

the work of technical staff? 
• Are physician and/or staff orientation and

training possible causes of the error? 
• Are staff given the information and technical

backup they need to permit them to detect haz-
ardous situations? 

• If the event involved a new or significantly
changed process, was an adequate review of
operational readiness done before the process
started?

• Do the vertical and horizontal lines of inter-
face, communication, and support have any
impact on the event?

Develop a list of all possible causes

Answering the “why” question about each
step in the process and using root cause investi-
gation techniques will help the team develop a
list of all possible contributing causes of the
event. At this point in the investigation, the
team begins to narrow its list of causes. This is
done by gathering data to substantiate or nullify
assumptions. Although most undesirable patient
care incidents are the result of a series of very
complex events, the team is likely to find only
one to three root causes for a particular event. 
If it comes up with more, it should ask more
“why” questions to get at the underlying rea-
sons for the event. 

It is important that the risk manager not
impede the team’s investigation by expressing
concerns about confidentiality. All too often I’ve
seen teams stop when they identify the causal
factors and not go on to find the root causes
because they are afraid a plaintiff’s attorney
could gain access to their discussions. While there

is no guarantee that such information is protected
from discovery, it is highly likely that another
untoward event will occur someday if the root
causes are not found and eliminated. The team’s
highest priority must be to protect the lives of
future patients while conducting its business in
the most secure environment possible. We can’t
afford to let fear of malpractice or disclosure 
prevent us from improving processes that put
patients at risk.

Once the team is satisfied it has identified the
root causes of the event, action plans must be
developed to fix the process to prevent similar
undesirable events. For example, if the root cause
is “human error in judgment,” the action plan
should be directed at reducing or eliminating the
chance of future judgment errors by everyone
involved in the process, not just the one person
who made the error that resulted in a sentinel
event. Further, because of the assumption that
errors occur, cross-check and verification systems
should be put into place to attempt to catch errors
before they cause too much harm.

These process improvements may involve
changes in policy, procedures, equipment, train-
ing, etc. Finally, the effectiveness of the action
plans must be monitored to ensure improvement
goals are achieved and results are long-lasting.
Risk management likely will be involved in gath-
ering data necessary for evaluating the success of
the action plans. 

The risk manager has a very important role 
in minimizing financial losses that might result
from a sentinel event. Those people involved in
peer review functions have the vital responsibil-
ity of ensuring that individual performance
meets professional standards of practice. 

However, both groups of people must learn 
to leave their primary concerns at the door when
participating in root cause analysis activities.
Although untoward events often are initially
attributed to the action of one or more individu-
als, there is usually a set of external forces and
preceding events that leads to the errors. A good
root cause analysis focuses on the error-prone
patient care systems that need to be changed to
prevent future mishaps. 

[Editor’s note: Spath is author of Investigating
Sentinel Events: How to Find and Resolve Root
Causes, published by Brown-Spath and Associates.
This publication can be ordered on-line at http://www.
brownspath.com or by calling (503) 357-9185. The
price is $40 plus postage.]  ■
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OIG: Joint Commission 
too easy on hospitals

Responding to a scathing report from the
Department of Health and Human Services,

the Joint Commission on the Accreditation of
Healthcare Organizations is sending word that its
inspections will be more frequent and at least
some will be unannounced. The new approach is
meant to counter recent concerns that the Joint
Commission’s on-site visits were too easy on
health care providers, allowing them to prepare
for the visits and choose many of the documents
to be reviewed.

Joint Commission administrator Nancy-Ann
DeParle, PhD, says the changes will include 
new evidence-based quality measures, including
benchmarks developed by peer review organiza-
tions. An example of a benchmark under develop-
ment is the rate of beta-blocker drugs prescribed
for patients after heart attacks. 

She tells Healthcare Risk Management that the
Joint Commission supports the report’s call for
an appropriate mix of announced and unan-
nounced on-site hospital evaluations; timely and
effective responses to complaints and identified
adverse events; use of performance measures;
and focused emphasis both on patient safety 
and quality improvement.

The Joint Commission is too easy on hospitals
because it tries to foster a “collegial atmosphere”
with providers, says June Gibbs Brown, PhD,
inspector general of the HHS in Washington, DC.
Her report, titled External Review of Hospital
Quality, says the Joint Commission is generally
unable to detect substandard care or identify
incompetent doctors because Joint Commission
inspectors announce their visits in advance and
rely on hospital employees to select the records
that will be reviewed. The result, Brown says 
in her report from the Office of the Inspector
General, is that the Joint Commission is more of 
a yapping lap dog than an aggressive watch dog
— annoying maybe, but not really threatening.

Among the criticisms, the OIG report says Joint
Commission surveys are unlikely to detect sub-
standard patterns of care or individual practition-
ers with questionable skills because they do not
include an objective, aggressive examination of
hospital conditions and practices. The report also
says the Joint Commission should use public dis-
closure of substandard practices to force change, a

tactic that currently is rarely used because so much
information is protected from public disclosure. 

Many risk managers would disagree, but Joint
Commission president Dennis O’Leary, MD,
released a statement saying he does not dispute
most of the OIG report. O’Leary says he welcomes
suggestions for how to make the Joint Commis-
sion’s oversight more effective, but he points out
that the oversight does not have to be adversarial.
Nevertheless, the Joint Commission responded
quickly to the OIG report by offering a set of
improvements that will be incorporated in an
upcoming revision of the Medicare Conditions 
of Participation. The Joint Commission accredits
about 80% of the nation’s hospitals.

Here are some of the upcoming efforts, some 
of which address recommendations cited in the
OIG report: 

• more unannounced surveys;
• randomized selection of medical records, cre-

dentials files, and personnel files for review dur-
ing accreditation surveys to make the evaluation
process more objective;

• greater focus on consistency in the accredita-
tion process;

• new toll-free consumer complaint hotline;
• emphasis on reducing the risk of adverse

events;
• increased emphasis on continuous compli-

ance with standards;
• introduction of standardized performance

measures into the accreditation process;
• establishment of a public advisory group to

build closer working relationships with recipients
of care and those who advocate on their behalf;

• focusing accreditation surveys on areas of
current concern (examples: staffing, Y2K, adverse
outcomes).

Currently, more than 85% of hospitals evalu-
ated by the Joint Commission are cited for stan-
dards deficiencies, DeParle says. The Joint
Commission requires both implementation and
demonstrated effectiveness of specific corrective
actions to address those deficiencies as a condi-
tion of achieving and maintaining accreditation.

In a related matter, the Joint Commission has
approved five focus areas for initial development
of core sets of performance measures, based on the
consensus reached at its annual State Hospital
Association Forum. These are the new focus areas: 

• acute myocardial infarction (coronary artery
disease); 

• congestive heart failure; 
• pneumonia; 
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• surgical procedures and complications; 
• pregnancy and related conditions.
The Joint Commission intends to require the

use of core performance measures as an integral
part of the accreditation process in the future,
DeParle says. Content and methodologic experts
will participate in clinical advisory panels for
each of the focus areas, helping establish the clini-
cal measures within the five measurement areas.
The measures selected then will be subject to a
final review by the field.  ■

Automation no cure 
for errors, group warns

Automated dispensing systems for medica-
tions have been touted as a way to reduce

medication errors and waste, but experts in
reducing medication errors caution that an auto-
mated system is not a solution by itself. To effec-
tively reduce medication errors and improve
security, they say, you must incorporate design
changes and new staff policies.

The warning comes from the Institute for Safe
Medication Practices (ISMP), a nonprofit group in
Fulton, MD. The ISMP recently conducted a sur-
vey of 453 acute care hospitals to determine how
providers are using automated dispensing sys-
tems and how well those systems are achieving
the desired improvements. The results suggest
that many facilities are unable to incorporate the
specific cabinet design features that promote
safety, negating some of the potential benefits.
Also, many facilities have not established appro-
priate staff practices, says Judy Smetzer, RN,
director of risk management for the ISMP.

“It’s alarming that 62% of respondents who
use automated dispensing systems never require
pharmacists to enter and screen orders before
drugs are removed from cabinets and adminis-
tered, even for high-alert drugs,” Smetzer says. 

More than half of the respondents said their
institutions use automated dispensing cabinets

for a wider variety of drugs, including controlled
substances, than are typically stocked on floors.
Adding to the safety problem, 20% use auto-
mated cabinets as their primary medication deliv-
ery system, and 32% use cabinets to supply first
doses of typical or specified drugs. That means 
at least 10% are using cabinets to supply a vast
assortment of powerful and potentially lethal
drugs without the safety precaution of pharmacy
order screening before drug administration,
Smetzer says. 

Even among the respondents who said their
institution did require pharmacy order screening,
only 26% have taken the precaution of designat-
ing unit-specific lists of “override” drugs. Also,
44% never analyze override reports to track pat-
terns and identify problems. More than half of
the respondents, 54%, said correct drug place-
ment in cabinets is never verified after restocking.

“Unfortunately, the survey results show that
the use of automated dispensing cabinets may
inadvertently be reversing some significant
advances in error prevention, such as limiting
floor stock and unit dose dispensing,” Smetzer
says. “For instance, perhaps because of the conve-
nience and accessibility of automated dispensing
technology, some medications are being stored 
in bulk supplies, multiple concentrations, and in
areas where their use is not necessary or safe. All
of those are practices that have been shown to
increase the possibility of medication errors.”

The introduction of the automated cabinets 
has led many hospitals to forego what normally
would be considered standard procedure in
determining which medications can be stocked
on the floor, Smetzer says. Only 58% of respon-
dents reported that their institution uses specific
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Subject:
Drug errors and theft remain a significant liability risk
for health care providers, and many have turned to
automated dispensing systems as a partial solution.
While useful, the automated cabinets can create a false
sense of security.
Essential points:
❏ The cabinets are no substitute for good staff poli-

cies and facility design.
❏ Pharmacists should have close oversight of drug

dispensing, even with automated systems.
❏ Labels should be checked at least three times when

dispensing drugs.



criteria for determining which drug products and
quantities may be stored in automated cabinets.
Of that number, only 38% reported having set cri-
teria for determining the safety of drug strengths,
and 53% reported having set criteria for identify-
ing products considered inappropriate for storage
in cabinets.

Smetzer says the survey also turned up some
disturbing practices that could threaten patient
safety. Almost no one, only 4%, reported using bar
code technology when stocking cabinets. In 89%
of the responding facilities, nurses have access to
open bins and drawers that allow them to remove
more than the specified drug.

“Without requisite safety precautions, both in
automated dispensing system design and profes-
sional practices, cabinets are simply high-tech
floor stock systems that increase nursing access 
to drugs while bypassing the usual system of
double-checks,” Smetzer says. 

Fast pace can cause corner-cutting

Similar concerns were expressed by Deborah
Nadzam, PhD, RN, FAAN, chairwoman of the
National Coordinating Council for Medication
Error Reporting and Prevention (NCCMERP), a
nonprofit group in Rockville, MD. Whether auto-
mated dispensing cabinets are used or not, the
increasingly fast pace of health care is causing
providers to cut corners when it comes to ensur-
ing the safety of medication dispensing, Nadzam
says. The result is that the risk of patient injury is
increased, she says, along with the likelihood that
drugs can be stolen.

“Given today’s fast-paced environment, medi-
cation errors are more apt to occur unless there
are mechanisms in place to reduce and prevent
those errors from reaching patients,” Nadzam
says. “One of our most crucial recommendations
relates to the ever-quickening pace of medication
dispensing today. The council emphasizes that
the label be read at least three times before the
medication reaches the patient.”

The physical setting in which drugs are dis-
pensed also influences the likelihood of medica-
tion errors, says Diane Cousins, RPh, council
secretary and vice president for practitioner and
product experience. Many of these errors can be
prevented by simply providing a good working
environment, she says. Facilities should provide
proper lighting and appropriate temperatures in
the dispensing area and minimize distractions
such as noise, clutter, and telephone calls.

Both groups recently have offered tips on
reducing medication errors. The ISMP says auto-
mated dispensing systems can improve efficiency
and safety when used correctly, but the experts
there make these recommendations to improve
the safety of automated cabinets:

• Use systems that require pharmacy order
entry. You should not allow override, but if you
insist on doing so, you must develop a list of drugs
and drug categories that should not be removed
without pharmacy notification or clearance.
Remember that it is easy to thwart your facility’s
patient profiling system if staff do not enter phar-
macy orders accurately and in a timely fashion.

• Use systems that have bar coding.
• Carefully select the drugs that are stocked 

in the cabinets, considering the needs of specific
patient care area, staff expertise and familiarity
with specific drugs, and the age and diagnosis 
of patients being treated.

• Minimize the drug supply, and stock drugs 
in the smallest possible doses and containers.

• Establish maximum dose ranges for “high-
alert” medications and place this list on the auto-
mated dispensing cabinet for ready reference.

• Educate staff to remove only a single dose 
of ordered medication and never return drugs
directly to cabinets. Return unused portions to
the pharmacy.

• Develop a check system to ensure accurate
stocking of cabinets and ensure it is followed
every time.

• Place allergy reminders for specific drugs,
such as antibiotics, opiates, and nonsteroidal 
anti-inflammatory drugs, on appropriate storage
pockets or drawers.

The NCCMERP also recommends these steps
to improve medication safety:

• Prescriptions and orders always should be
reviewed by a pharmacist prior to dispensing.
Any orders that are incomplete, illegible, or of
any other concern should be clarified using an
established process for resolving questions.

• Patient profiles should be kept current and
contain adequate information that allows the
pharmacist to assess the appropriateness of a 
prescription or order.

• The dispensing area should be designed to
reduce errors. The design should include fatigue-
reducing environmental conditions such as good
lighting, air conditioning, reduced noise levels,
and ergonomically correct fixtures. Distractions
such as telephone and personal interruptions,
clutter, and unrelated tasks should be minimized.

September 1999 / HEALTHCARE RISK MANAGEMENT ™ 109



Y2K tests show Medicare
claims data problems

While the news about Y2K preparations is
largely encouraging, there is some cause for

concern regarding Medicare’s fiscal intermedi-
aries and carriers. Recent testing shows some are
not ready for the big change.

The federal Health Care Financing Administra-
tion (HCFA) requires all intermediaries to future
date-test their claims data exchanges with Medi-
care by submitting claims on a test basis with
future dates, such as 01/01/2000, 02/29/2000.
Such testing is intended to assure providers,
HCFA, and its contractors that the data exchange
processes are ready for Y2K. 

According to a recent report from HCFA, one
Medicare contractor, Nationwide, already has
conducted a significant number of such front-end
tests with some of their providers. Their experi-
ence may suggest problems to consider when
assessing an organization’s Y2K readiness.

“Nationwide’s experience shows that a number
of these tests are not successful on the first try,”
the HCFA report says. “Additionally, some small,
but significant, percent of these tests fail due to
significant problems in the submitter’s processes.
These results clearly support the need for, and
value of, Y2K testing. HCFA is publishing these

results to underscore this testing need and to pro-
vide information on these problems in the hopes
that other submitters will take steps NOW to
identify and eliminate these problems.” 

Nationwide is a Part B carrier, handling claims
from physicians and suppliers for Medicare ser-
vices. Nationwide receives claims electronically
from 7,500 submitters, representing about 17,300
providers. Of that number, 900 of the 7,500 elec-
tronic submitters use a claims software system
known as MITCH. The software is provided by
Nationwide to low-volume submitters to gener-
ate electronic claims. The MITCH software is in
the National Standard Format (NSF) and is Y2K
compliant, HCFA says. 

NSF and ANSI formats used

The largest group of electronic billers (4,350)
to Nationwide use NSF. Those submitters use 
a variety of software and other processes to gen-
erate claim files in the NSF formats. They are
providers who bill Nationwide directly, as well
as billing services and clearinghouses. The other
group of electronic submitters consists of 2,250
billers who submit ANSI formats. The ANSI
submitters also use a variety of processes to gen-
erate their claim files in the ANSI formats. 

Nationwide has received 501 test files as of July
16, 1999, from the MITCH submitters. Of those,
107 failed to process initially. Upon investigation,
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The employer should provide sufficient resources
for the workload.

• Product inventory should be arranged to
help differentiate medications from one another.
This may include the use of visual discriminators
such as signs or markers. This is particularly
important when confusion exists between or
among strengths, similar-looking labels, and sim-
ilar-sounding names.

• A series of checks should be used to assess
the accuracy of the dispensing process before the
medication is provided to the patient. Whenever
possible, an independent check by a second indi-
vidual should be used. Other methods of check-
ing include the use of automation, computer
systems, and patient profiles.

• Labels should be read at least three times.
For example, the pharmacist should read the
label when the product is selected from the shelf,
when the product is being placed into packaging
for patient use, and when the product is returned

to the shelf. Automated and independent checks
by a second person are encouraged for an extra
measure of safety.

• Pharmacists should counsel patients. The
counseling provides an opportunity to verify the
accuracy of dispensing and the patient’s under-
standing of how to use the medication properly.

• Pharmacies should collect data regarding
actual and potential errors to aid in continuous
quality improvement.  ■

Source
❏ Institute for Safe Medication Practices, P.O. Box

328, Fulton, MD 20759-0328. Telephone: (301) 
497-2375.

❏ National Coordinating Council for Medication 
Error Reporting and Prevention, 12601 Twinbrook
Parkway, Rockville, MD 20852. Telephone: (301)
881-0666.



Nationwide learned that the predominant errors
in those files were related to the failure of the sub-
mitter to follow the instructions for conducting
the future date front-end test. 

Many of those submitters passed the test 
once they corrected their procedural mistakes
and resubmitted the tests. However, it appears
that 2% to 3% of the submitters experienced 
significant failures. Those submitters sent in
claims with dates of service in 1900, 1901, etc.,
when the dates should have reflected 2000, 
2001, etc.

Nationwide’s analysis indicates that these sub-
mitters were using the MITCH software correctly
and followed instructions correctly. However,
because the MITCH software relies on a system-
generated date, the hardware and/or operating
system of the computers the submitters used was
not compliant. Thus, the submitters were unable
to generate dates after 12/31/1999. 

Because of the results of the MITCH submit-
ters’ tests, Nationwide decided it needed to pur-
sue other submitters as well for Y2K tests. As 
of July 16, it had processed 151 NSF test files.
Ninety-two of those files failed on the first try.
Again, the most frequent cause was failure to
follow instructions. 

Noncompliant OS, software may be culprits

However, a more disturbing finding was that
10% of these submitters failed because they sup-
plied dates of service of 1900, 1901, etc., instead of
2000, 2001, etc. Some of these submitters face the
same problem as MITCH submitters: The failure
is likely attributable to a noncompliant PC or
operating system (OS). However, the higher per-
centage of failures also suggests that their appli-
cation software may be noncompliant. 

These are the overall results: 
• 31% of the 660 Y2K tests received have been

unsuccessful.
• 21% of the 501 MITCH Y2K tests received

have been unsuccessful.
• 44% of the 900 MITCH billers have tested

successfully. 
• 47% (423) of the 900 MITCH billers have sent

in a test.
For more information on HCFA’s Y2K prepa-

rations, contact the HCFA Web site at http://list.
nih.gov/archives/y2k-edi-provider-l.html. To
receive updates by e-mail, send an e-mail note 
to listserv@list.nih.gov. Leave the subject line
blank, and enter the following on the first line 

of the body of the message: SUBSCRIBE Y2K-
EDI-PROVIDER-L Your Name.

“Your Name” should be your first and last
name. Do not include middle initials. You may
replace your first name with a nickname or any
other name that you would like to be addressed
by in the list.  ■

New regs on restraint use
follow JCAHO’s lead

The impetus for reducing restraint use contin-
ues to grow with the recent addition of new

Medicare regulations designed to protect hospital
patients from the inappropriate use of physical
restraint. The Medicare regulations are modeled
primarily on standards established by the Joint
Commission on Accreditation of Healthcare
Organizations in Oakbrook Terrace, IL.

The Health Care Financing Administration’s
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(HCFA) new Patients’ Rights Conditions of 
Participation took effect Aug. 2. The regulations
apply to all hospitals that participate in the Med-
icare and Medicaid programs, including short-
term, psychiatric, rehabilitation, long-term,
children’s, and alcohol/drug facilities.

Agencies share some requirements

These are some requirements common to both
the Joint Commission and HCFA:

• use of restraint or seclusion only when clini-
cally justified;

• consideration of alternatives to restraint or
seclusion in specific situations;

• ongoing training of staff in the appropriate
use of restraint or seclusion;

• limitations on the time frames for the use of
restraint or seclusion;

• continual monitoring, assessment, and reeval-
uation of the restrained or secluded patient, with

the intent of discontinuing restraint or seclusion at
the earliest possible time.

HCFA first proposed sweeping changes to its
Conditions of Participation in 1997 but decided to
extract and finalize the Patients’ Rights Conditions
of Participation quickly in response to what critics
called increasing threats to the fundamental rights
of patients. 

The Joint Commission is continuing its efforts to
address the inappropriate use of restraint in psy-
chiatric facilities and other behavioral health care
settings. A series of public hearings was held ear-
lier this year to receive input from the public and
other interested parties regarding the use of
restraint. A restraint use task force is evaluating
the Joint Commission’s restraint standards, on-
site evaluation process, and other means for
accessing information about restraint use. The
task force is expected to make final recommenda-
tions to the Joint Commission Board of Commis-
sioners by the end of 1999.  ■
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EDITORIAL ADVISORY BOARDAnnual Compliance Institute
comprehensive for all
Entire track to be devoted to case studies

Whether you are a veteran or new to health
care corporate compliance, and whether you

work in a hospital, home health agency, nursing
home, or physician practice, the Health Care
Compliance Association’s (HCCA) 3rd Annual
Compliance Institute will answer all your training
needs. 

This year’s Institute, “Advanced Compliance:
Discovering the Hallmarks of Effective Compliance
Programs, a Critical Step in Compliance,” sched-
uled for Oct. 24-27 at the Chicago Marriott, is
designed to provide practical workshops for experi-
enced compliance professionals. 

To assist those attending the Institute, HCCA
has labeled all sessions as either basic, interme-
diate, or advanced. The Institute also will devote 
an entire track to case studies, offering specific
examples on various aspects of compliance 
programs.

For the beginner, HCCA will offer Compliance
101, a three-hour compliance primer, during a pre-
conference on Sunday, Oct. 24. To learn more
about HCCA’s Annual Compliance Institute or to
register, call (888) 580-8373 or visit Conference
Central on HCCA’s Web site: www.hcca-info.org
and register on-line. ■


