
Monitor observation status to make
sure new codes are being used
Make sure admission status is appropriate, documentation is complete

The Centers for Medicare & Medicaid Services (CMS) has created a
bevy of new payment classifications for fiscal year 2006, making it
more imperative than ever for case managers to make sure proce-

dures are documented properly.
The changes include new codes for observation status as well as major

changes in codes for some orthopedic and cardiovascular services and 
for kidney disease, says Deborah Hale, CCS, president of Administrative
Consultant Services, LLC, a health care consulting firm based in Shawnee,
OK. (For information on the inpatient changes, see related article on 
p. 51.)

The changes eliminated seven CPT codes and 3 G-codes for observa-
tion status and replaced them with just two G-codes:

• G0378: Hospital observation services, per hour.
• G0379: Direct admission of patient for hospital observation care.
Hospitals should bill code G0378 when observation services are pro-

vided to any patient in observation status, regardless of condition. The
units of service should equal the number of hours the patient is in obser-
vation status. (All of the billing instructions come from the Federal Register,
Proposed and Final Rules for OPPS 2006.)

Hospitals should report G0379 when observation status is the result of
a direct admission without an emergency department visit, hospital out-
patient clinic visit, or critical care service on the day of the initiation of
hospital observation services. This code should be reported only when
the patient is admitted directly to observation care after being seen by a
physician in the community.

Under the new system, the Medicare software outpatient prospective
service claims processing logic will determine the payment status of
observation and direct admission services and whether they will be
packaged or payable separately, Hale points out.
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“This makes things easier from a billing perspec-
tive, but it’s still up to the case managers to make
sure that the services provided do meet the criteria
so the hospital can be reimbursed,” she says.

There are two parts to making sure that your
hospital meets CMS reimbursement criteria, Hale
reports:

1. The patient must be appropriate for observa-
tion level of care and should be receiving observa-
tion services, rather than outpatient or inpatient
services.

2. You must have physician orders for observa-
tion status, provide the appropriate services, and
document and bill them correctly to qualify for a
payment.

“The case manager’s responsibility hasn’t
changed at all. It is very important to monitor
observation status and, when a patient is in
observation status, to make sure the recognized
standards of care are followed,” Hale says.

Case managers should make sure that patients
are admitted appropriately and that observation
status is not overutilized or underutilized.

“CMS still expects hospitals to be very involved
in monitoring the resource utilization and ensur-
ing that the patient gets the appropriate diagnos-
tic work-up, lab tests, and EKGs done,” Hale says.

For instance, if a patient with chest pain is
placed in observation status to rule out a myocar-
dial infarction, the case manager should make
sure that the right diagnostic studies are done,
even though the reimbursement is no longer tied
to this, Hale explains.

The billing must record the number of hours 
a patient is in observation status. After the order
for observation is issued, the nurse’s notes should
show when the actual observation process begins.
“Observation can begin in the emergency depart-
ment if the patient is waiting for a bed to transi-
tion from the ED. The nursing documentation
should reflect this,” she says.

Observation time ends when the patient is ready
to go home or to be admitted as an inpatient. Under
the old rule, observation time stopped when the
physician issued (wrote) the discharge order, Hale
says.

However, many times, the discharge order will
say that the patient can be discharged after the IV
is finished or patient education is completed.
Under the new rule, a hospital can continue to bill
until the observation care is completed. It does not
include the time the patient remains in the obser-
vation area after treatment is finished. For exam-
ple, the time a patient waits for transportation
home should not be counted, according to Hale.

CMS also has made yet another change to how
long observation status can last.

In October, CMS rescinded its notice of April 1,
2005, allowing observation status to exceed 48
hours as long as the care the patient was receiving
was reasonable and necessary. Now observation
status is strictly limited to 48 hours, according to
an October notice posted to MedLearn Matters,
Hale says.

She suggests that hospitals have a case manager
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in the emergency department who can educate
emergency department physicians about observa-
tion vs. admission status. She suggests setting up a
case management system to fast track observation
patients so their stay will not exceed the 48-hour
limits.

Develop a preprinted interdisciplinary obser-
vation form that includes physician documenta-
tion, an abbreviated history and physical, and the
reason for observation, Hale suggests. The physi-
cian documentation should include the antici-
pated time frame for observation.

The physician must document the rationale for
discharging the patient to home or converting to
inpatient status. The nursing documentation should
include traditional admission documentation, start
and stop times for IV infusions, assessments, educa-
tion provided, and the time observation is com-
pleted, Hale says.

CMS is continuing its practice of reimbursing
hospitals only for patients placed in observation
status with chest pain, congestive heart failure,
and asthma.

Overuse of observation results in the loss of the
three-day stay qualification for skilled nursing

home admissions, a lower Medicare payment
rate, and higher out-of-pocket expenses for the
patient. In addition, it tends to increase the hospi-
tal’s length of stay, cost, and mortality rates in the
public report cards, Hale says.

Underutilization of observation status raises
the hospital’s risk of compliance and necessity 
of admission for one-day stays, she adds. Don’t
resort to either extreme to manage the process.
Each patient’s condition should be evaluated and
the appropriate level of care determination made
at the time of admission.  ■

New DRGs may affect your
hospital’s reimbursement
Cardiovascular, orthopedic procedures are included

The Centers for Medicare & Medicaid Services
(CMS) has made changes to the Inpatient

Prospective Payment System which could have a
major impact on your hospital’s reimbursement
for certain procedures.

The final rule, which went into effect Oct. 1,
2005, creates 16 new DRGs, 37 new procedure
codes, and 173 new diagnosis codes.

Among the changes are:
• Elimination of some DRGs for interventional

cardiology procedures. They have been replaced
with new, paired DRGs that differentiate whether
or not the patient having the procedure has a sec-
ondary cardiac condition.

• Changes in the DRGs for major joint proce-
dures to distinguish between a first-time replace-
ment or extension and a revision of a hip or knee
replacement.

• Institution of new codes for patients with
chronic kidney disease, and eliminating the code
for chronic renal failure.

“Hospitals are going to be looking at clinical
documentation in areas where they never had to
be concerned in the past. If these procedures are
not correctly coded and documented, it can have a
major impact on reimbursement and the data the
hospital include on its public report cards,” says
Deborah Hale, CCS, president of Administrative
Consultant Services, LLC, a health care consulting
firm based in Shawnee, OK.

The changes in the DRGs for cardiovascular
conditions came about because claims data
showed varying use of resources depending
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CMS Classification Changes
New G-Codes for observation services
• G0378 — Hospital observation services, per hour
• G0379 — Direct admission of patient for hospi-

tal observation care

CPT Codes Discontinued as of Jan. 1, 2006
• 99217 — Observation care discharge
• 99218 — Initial observation care, low severity
• 99219 — Initial observation care, moderate

severity
• 99220 — Initial observation care, high severity
• 99234 — Observation/Inpatient care (including

admit/discharge) low severity
• 99235 — Observation/Inpatient care (including

admit/discharge) moderate severity
• 99236 — Observation/Inpatient care (including

admit/discharge) high severity

G-Codes Discontinued as of Jan. 1, 2006
• G0244 — Observation care by facility to patient
• G0263 — Direct admission with congestive

heart failure (CHF), chest pain, or asthma
• G0264 — Assessment other than CHF, chest

pain, or asthma

Source: Centers for Medicare & Medicaid Services, Baltimore.



upon whether the patient had certain major car-
diovascular conditions, she says.

In addition, “CMS has gotten more data about
resource utilization and determined that certain
procedures were more clinically similar to other
procedures,” Hale says.

For instance, the DRGs for coronary bypass
grafts have been split into paired DRGs. 

DRG 547 is coronary bypass graft with
catheterization and with a secondary major car-
diovascular condition. DRG 548 is coronary
bypass graft with catheterization and without a
secondary major cardiovascular condition.

Similarly paired DRGs are specified for proce-
dures that include permanent pacemaker installa-
tion, percutaneous cardiovascular procedures,
and other vascular procedures.

The new DRGs can have a big impact on

reimbursement if the hospital doesn’t have an effec-
tive mechanism to make sure that it is accurately
reporting the secondary diagnosis, Hale points out.

“If the documentation is adequate to show the
presence of a major cardiovascular condition, the
hospital will be paid more for the procedure. If
the documentation isn’t there, the hospital will 
be paid at the lower rate, which is less than last
year’s rate,” she explains.

For instance, if a patient undergoing a coro-
nary bypass is under current treatment for con-
gestive heart failure even though currently
compensated, the secondary diagnosis would
place the patient in the higher-paying DRG.

But if the surgeon documents that the patient
has “cardiomyopathy” rather than “congestive
heart failure,” the hospital would be paid at the
lower rate. 

“The documentation should include informa-
tion, if applicable, that puts the procedure into
the higher-paying category,” Hale says.

The new DRGs also could affect patient out-
comes data reflected on many public report cards,
Hale says.

“If they don’t give attention to documentation,
the cost-to-payment ratio and expected length of
stay will not reflect an accurate picture of the
patient’s resource utilization. If the severity of ill-
ness of the patient and secondary diagnoses are not
documented, it looks like the hospital is not effec-
tive in managing length of stay and costs,” Hale
says.

The request for the change in the joint replace-
ment DRGs was submitted to CMS by orthopedic
surgeons representing the American Association
of Orthopaedic Surgeons who wanted to have
better outcomes data that differentiated between
first-time joint replacement surgeries and subse-
quent surgeries on the same joint, Hale adds.

Under the new rules from CMS, DRG 209 has
been eliminated and has been replaced by DRG
544 (major joint replacement or reattachment of
lower extremity) and DRG 545 (revision of hip 
or knee replacement).

DRG 545 has a higher payment and slightly
higher length of stay than DRG 544, which is
major (initial) joint replacement, Hale says.

“In the past, DRG 209 was frequently assigned
to any patient with a hip or knee replacement,
whether it was a first-time surgery or a second
surgery because of a complication of the prosthesis.
Consequently, in an outcomes report card, a hospi-
tal that took failures from other facilities looked
like it was the facility having bad outcomes for
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New Cardiovascular DRGs
• DRG 547: Coronary artery bypass graft with

catheterization and with major cardiovascular
condition

• DRG 548: Coronary artery bypass graft with
catheterization, without major cardiovascular
condition

• DRG 549: Coronary artery bypass graft without
catheterization and with major cardiovascular
condition

• DRG 550: Coronary artery bypass graft without
catheterization and without major cardiovascular
condition

• DRG 551: Permanent cardiac pacemaker with
major cardiovascular condition

• DRG 552: Permanent cardiac pacemaker with-
out major cardiovascular condition

• DRG 553: Other vascular procedures with CC
with major cardiovascular condition

• DRG 554: Other vascular procedures with CC
without major cardiovascular condition 

• DRG 555: Percutaneous cardiovascular proce-
dure with major cardiovascular condition

• DRG 556: Percutaneous cardiovascular proce-
dure with nondrug-eluting stent without major
cardiovascular condition

• DRG 557: Percutaneous cardiovascular proce-
dure with drug-eluting stent with major cardio-
vascular condition

• DRG 558: Percutaneous cardiovascular proce-
dure with drug-eluting stent without major car-
diovascular condition

Source: Centers for Medicare & Medicaid Services, Baltimore.



joint replacement,” Hale says.
Using the new DRGs, hospitals will be able to

identify problems with joint replacement early on
and embark on performance improvement docu-
mentation. Hospitals will be able to compile data
on failure rates and identify the cause of implant
failure, allowing them to refine the procedures,
techniques, or choice of implant, Hale says.

“The new DRG helps to differentiate between
the two and gives the public a better picture of
outcomes. It also increases the reimbursement 
for the revisions, which are generally more costly
than the initial implant. This means that case man-
agers should make sure physicians are document-
ing the complications of the prosthesis and the
procedures correctly,” she adds.

Under the new CMS rules, “chronic renal fail-
ure” no longer is an appropriate diagnosis. That
diagnosis has been redefined as “chronic kidney
disease” and five codes for various stages have
been implemented. For instance, DRG 585.1 indi-
cates chronic kidney disease, Stage 1 and DRG
585.5 is to be used for Stage 5. End-stage renal
disease is DRG 585.6. Unspecified chronic kidney
disease should be documented as DRG 585.9.

The new codes assess the risk for adverse out-
comes and complications and determine which
patients require which specific treatments, based
on the severity of their disease, Hale says.

“If case managers make sure the physicians
identify and document correctly, using the new
DRG will positively impact the hospital’s report
card, contribute to better patient care, and result
in additional reimbursement,” she says.  ■

Unit improves care for
short-stay cardiac patients 
Team focused on meeting needs quickly

Creating a special unit just for short-stay car-
diac patients at Sioux Valley Hospital USD

Medical Center has resulted in shorter lengths of
stay and a tremendous increase in satisfaction
among patients who are ready to be discharged
within 24 hours from the Sioux Falls, SD, tertiary
care hospital.

A multidisciplinary team developed the ini-
tiative as a way to provide more timely care 
for patients who are in the hospital for a very
short time, says Joyce Monrad, RN, BA, CPHQ,

utilization management/APC coordinator.
“This population can get lost when they are on

the same unit as a cardiac population with more
intense needs who are going to be in the hospital
for days, rather than hours. The treatment team is
so focused on the more severely ill patients that
the immediate needs of the short-stay patients
don’t always get priority,” she says. 

The program was developed as an “incubator
unit,” a conceptual model of developing (or incu-
bating) new ideas, according to Doreen Miller,
APRN, BC, MS, CNS, director of geriatric services
and case management.“The intent is to refine the
new process in a defined area and then to repli-
cate applicable concepts in other areas or patient
populations,” she adds.

The initiative targeted short-stay patients who
have a procedure, such as coronary angioplasty
and stents, installation of a pacemaker or internal
defibrillator, or who are under observation to rule
out a myocardial infarction and whose length of
stay is measured in hours, rather than in days.

“Many organizations say these are such simple
patients from the standpoint of medical complex-
ity that they don’t require the services of the case
manager. These people were transitioned through
so quickly that they feel like they were lost in the
system, that we weren’t meeting their educational
and other needs,” says Diana Berkland, RN, MS,
CNS, vice president and chief nurse executive.

The interdisciplinary team that developed the
initiative included representatives from cardiol-
ogy, admissions, case management, utilization
management, pharmacy, and the hospital’s center
for learning and innovation. 

“For this project, a core nursing staff was estab-
lished by the unit director. Case management
hours were redirected to this patient population
by dedicating a cardiology case manager to the
unit,” Monrad says.

The core nursing team, which included clinical
care coordinators, registered nurses, and the nurse
case manager, drove the work flow redesign with
the interdisciplinary team.

The team looked at what was happening from 
a patient’s standpoint as it examined the care for
the short-stay cardiology patients from admission
through discharge. Members looked for glitches in
patient throughput, then participated in problem-
solving sessions and brainstormed new ideas and
work flow changes to develop ways to improve the
process.

“We wanted to incorporate efficiencies of time
and space to make sure the patients receive what
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they need quickly, to target their educational
needs and complete the educational process in a
timely fashion,” Monrad says.

Their solution was to create a special unit on
one wing of the cardiology unit with a case man-
ager dedicated to the short-stay patients.

“We redesigned how care is delivered from the
moment the patient returns from the procedure
until discharge,” Monrad says. 

For instance, staff were waiting until the patients
came back from a cardiac procedure to order food,
resulting in delays before the patients, who had been
fasting before the procedure, could eat. Sometimes
the meal planned for the day by the dietitian was
difficult to eat for a patient who had to lie on his or
her back after a procedure.

Now, instead of ordering food from the kitchen
and waiting for it to arrive, the staff can provide
easy-to-eat food and get it quickly to the patients.

“It’s little things like that that meet our cus-
tomers’ expectation and result in better satisfac-
tion,” Monrad says.

Nursing staff were spending a lot of time gath-
ering equipment and supplies after the short-stay
patient arrived back on the unit.

As part of the work redesign, the case manager
who works exclusively in that wing of the cardiac
unit collaborated with the unit director and staff to
determine the equipment and resources required
for the patient population. Now equipment is
available in the right place at the right time.

The case manager makes sure each patient
receives an educational packet tailored to his or
her individual needs. The team streamlined the
documentation process by developing a short-
stay form that meets the requirements for an
outpatient. If the patient is admitted, there is an
additional sheet that meets the documentation
requirements for an admission, eliminating the
duplication in charging for the nurse and the
repeated questions for the patient.

At Sioux Valley Hospital, case managers typi-
cally saw cardiac patients late in the day of admis-
sion or early the next day, often too late to take care
of the needs of the short-stay patient in a timely
manner.

The new process called for a shift in the time-
frame in which the case manager screens the short-
stay cardiac patients. The case manager sees the
patients immediately after they come onto the unit,
determines their education and discharge needs,
and makes sure that everything is in place so the
patient can be discharged that day or the next
morning.

“The case manager coordinates with the nursing
staff on what the patient needs in the next hour,
the next two hours, the next three hours, and so
on. The team on the unit works together closely 
to move these patients forward,” Monrad says.

The team studied the appropriateness of
admission status for short-stay patients, particu-
larly those who were admitted under observation
status. They set up a process so the utilization
manager and case manager collaborate with the
rest of the team to ensure that the patients are
admitted in the appropriate status.

“We work closely with the physicians relating
to orders for observation vs. inpatient status and
what is appropriate based on the patient’s needs.
We work together to make sure that patient is
placed in the correct status while they’re here,”
Monrad explains.

The team isolated patient satisfaction survey
results from the short-stay patients compared to
other patients on the same unit. “This population
was not as satisfied with their care as other patients
on the unit. They were in and out so quickly that
some expectations were not getting met,” she says.

After the program was begun, satisfaction
scores increased for the short-stay patients.

“The patients felt things were very organized,
that the nurses were highly skilled, and that they
received a good explanation of what was going
on. They saw the team work together and gave
the team high marks for it,” Monrad says. 

Based on the success of the short-stay cardiol-
ogy patient initiative, the team intends to make
similar changes on other units, Berkland says. 

“The whole incubator concept is about coming
up with innovations and ideas and growing them
in one area, then diffusing it throughout the orga-
nization. The innovation has given us the opportu-
nity to look at different ways of providing nursing
care and working through processes and work
flow,” she adds.  ■

Navigators guide patients
through the continuum 
Barriers include language, finance, transportation

When patients are referred to the Ralph Lauren
Center for Cancer Care and Prevention in

East Harlem, NY, they are met on their initial visit
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At El Camino Hospital in Mountain View, CA,
nurse case managers, called care coordinators,

often take the lead in quality improvement initia-
tives, working with the multidisciplinary team on
the unit to come up with ways to improve patient
care.

“We have a very strong care coordination
department here. The care coordinators work col-
laboratively with the nursing and medical staffs
on the hospital’s throughput process and quality
improvement initiatives,” says Susan Bukunt,
RN, MPA, CPHQ, director of clinical effectiveness
and care coordination.

The care coordinators are part of the multidis-
ciplinary team on their units, attend rounds, and
participate in department meetings and executive
meetings with the physicians.

“Our strength is that we have a good relation-
ship with the physicians. They appreciate the
assistance the care coordinators provide them,”
Bukunt says.

The care coordinators compile data on the
hospital’s compliance with clinical paths. If the
data show that that the hospital isn’t meeting
the targets for compliance or that length of stay
is increasing, they examine the medical records
to determine the cause and develop quality
improvement initiatives. 

For instance, the care coordinator in the
department of orthopedics worked with the rest
of the team to determine why the cost of joint
replacement hardware was increasing.

The team looked at costs by physician and
determined that the cost of certain types of pros-
theses was driving some of the cost increases. The
hospital was able to negotiate with the vendors
on a lower price.

When the data showed that the hospital didn’t
always meet the four-hour window for starting
antibiotics in pneumonia patients, the medical
unit’s care coordinator, physicians, and nurses
formed a performance improvement team that
worked together to improve compliance.

“They looked at the data and drilled down to
find the obstacles, then looked at ways to over-
come them,” Bukunt reports.

The team determined that the patients were
leaving the emergency department prior to the
first dose of antibiotics. A simple recommendation
of not letting the patient with a diagnosis of pneu-
monia leave the department until the first dose
was started resulted in a major decrease in time.

When she examined the data, Bukunt deter-
mined that a pulse oximetry test for pneumonia
patients was not being documented 100% of the
time.

She reported it to the care coordinators, who
started looking for pulse oximetry documenta-
tion when they were screening the charts. The
care coordinators worked with the nurses, and
the hospital is now at 100%.

“They’re in the charts all the time, reviewing
all the notes and consultations and taking a look
at the big picture for the patient,” she says.

Process improvement team

The care coordinator on the critical care unit
has been working with a process improvement
team on an initiative to decrease the incidences 
of ventilator-acquired pneumonia.

“The care coordinator became very involved 
on that team. We’ve gotten the ventilator-acquired
pneumonia rate down to zero,” she says.

Case managers take the lead on quality initiatives
Collaborative efforts improve patient care
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The care coordinator worked with the critical
care team to make sure the beds of patients on
ventilators are elevated, that patients have a
sedation vacation every day, and that they are
weaned from the ventilator in a timely manner.

“She works closely with the clinical manager
and is involved on rounds in that department,”
Bukunt says.

Reports on use of pathways

The care coordinators are responsible for
reviewing the clinical pathways regularly and
updating them. The care coordinators are
assigned to specific clinical pathways and work
with the physicians and nurse managers to make
sure that they are current with national best prac-
tices and evidence-based medicine.

For instance, on the surgery unit, one care
coordinator is in charge of general and gastroin-
testinal surgery, and one is responsible for the
neurological and gynecological clinical pathways.

They do literature searches to determine if
other hospitals are doing things differently and
bring the recommended updates to the physi-
cians. No changes are made in the clinical path-
ways without physician concurrence.

The department compiles reports on the use of
all clinical pathways, including length of stay and
cost outliers by unit and by individual physician.
The care coordinators take the reports to the chief
physician in each department and work with
them to present data to the attending physicians

The clinical pathways for surgery and obstet-
rics are the most highly used, with between 90%
and 98% of the cases in compliance.

“In those areas, it’s easier to standardize the
practices,” she says.

Computerized data entry

The medical clinical pathways, such as conges-
tive heart failure, have a lower utilization, partly
because there is a much larger group of physi-
cians who admit patients with those diagnoses,
Bukunt says.

“With some medical diagnoses, we go with
evidence-based practice guidelines, such as the
core measures, rather than push the clinical path-
way. Clinical pathways tend to tell you to do this
on Day 1 and this on Day 2. We are moving more
toward standard order sets. We want to make
sure the recommended care is started early ver-
sus dictating day-by-day care,” she adds. 

The hospital has computerized order entry,
making it easy for the physician to click on stand-
ing orders.

“It discourages handwritten orders and that in
itself encourages the use of the pathways,” she
says.

At El Camino Hospital, care coordinators are
assigned to specific units and share responsibility
for the patients on that unit with the quality
resource nurse and a social worker.

The unit staff work together as a team, collabo-
rating on discharge planning. The nurse handles
the utilization review and quality review. The
case managers make referrals to social work.

For instance, a 54-bed medical unit has two
care coordinators, a quality resource nurse who is
an RN, and a social worker. The critical care unit,
surgical unit, and maternal and child health unit
have a similar structure.

The care coordinators follow the patients only
when they are in their units and transition their
care to care coordinators in other units. 

For instance the critical care care coordinator
would follow a patient until he or she is trans-
ferred to the surgical unit where the surgical care
coordinator picks up the case and follows the
patient until discharge.

“We tried other models, such as assigning a
care coordinator to follow the patient from door
to door. This made it difficult for the care coordi-
nator to be where he or she was needed most.
This way, they are always on the unit and avail-
able to whoever needs to see them,” Bukunt says. 

Care coordination

The care coordinators have offices in the areas
to which they are assigned, in close proximity 
to the nursing stations so they can see when the
physicians come onto the unit.

“They work very closely with the treatment
team to coordinate care and make sure the refer-
rals are handled in a timely manner. They make
sure that there are not discharge delays. For
instance, if a patient is scheduled for discharge
over the weekend, the care coordinators make
sure everything is in place,” she says. 

The care coordinators conduct a paper review
on all patients on their unit and use the informa-
tion to prioritize which patients the multidisci-
plinary team will evaluate on their weekly or
biweekly rounds. 

El Camino Hospital is one of about 3,000 nation-
wide involved in the 100,000 Lives Campaign to
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improve patient care and prevent avoidable deaths. 
Initiatives include sending in rapid response

teams at the first sign of patient decline; deliver-
ing evidence-based care for heart attack patients;
preventing adverse drug events by medication
reconciliation; preventing surgical site infections;
preventing central line infections; and preventing
ventilator-associated pneumonia.

The hospital was singled out by for a case
study on hospital quality initiatives by the
Commonwealth Fund in 2004. The report cited
the hospital’s comprehensive quality improve-
ment initiations, information systems, clinical
pathways and protocols, and case managers/care
coordinators as factors that contributed to the
hospital’s culture of safety and quality.  ■

Program helps to boost
copay collections 
Program includes courtesy discounts

An innovative program at Children’s Hospital of
Alabama (Birmingham) has led to an increase

in copay collections, from about $300,000 to more
than $2 million. The initiative, which includes a
combination of staff incentives, a “courtesy dis-
charge” program, and a patient satisfaction survey,
also has led to an A/R (accounts receivable) aver-
age of 33.7 days for 2005.

The initiative was spearheaded by Linda
Benson, division director of patient access, who
joined the facility about five years ago. “I worked
with the director of human resources; she is a strong
advocate of incentive programs for selected areas,”
she notes. “Our CFO at the time really didn’t like
the idea; I had to really sell him and convince him
we could make it work.”

The program Benson and her staff put together
included the following:

• “Courtesy discharge” program: Those patients
owing a copay are called and visited by a facilitator,
who collects the copay at the bedside. This allows
the family to not have to stop at the cashier’s desk
at the time of discharge. 

• Patient satisfaction survey: Conducted via
telephone by New South Research, it assesses how
satisfied patients are with care and compassion 
of the registration staff; staff responsiveness to
requests; communication during the registration

process; friendliness and courtesy of registration
staff.

• Staff incentive program: The incentives
range between 3% and 6%.

Getting staff on board

Benson recognized winning staff support for
any new program would be a challenge. “Taking
people who already had an overwhelming day
and adding this was a somewhat uncomfortable
task,” she concedes. That’s where the incentive
came in. “Knowing they had something to benefit
from really got them going,” says Benson.

Incentives are available to all staffers in the access
center, which includes scheduling, pre-registration,
outpatient and emergency department registration,
inpatient administration, bed control, clinics, finan-
cial counselors, and the central cashiers. They must
meet these four minimum requirements to receive a
quarterly incentive check:

• A/R days must be fewer than 40.
• Average wait time before registration process

begins must be fewer than 10 minutes.
• At least $425,000 has been collected.
• A minimum of 80% of respondents say they

were “very satisfied” with staff performance in
the aforementioned areas.

Some of these minimums represent a “moving
target”; for example, the original minimum for
collections was $375,000, Benson recalls. “When
we established that amount, the staff were fully
aware it would be adjusted as we saw that
certain targets were too easily achieved,” she
explains.

Still, Benson says, these are “very objective
measures” the staff are being asked to meet; and
she was careful to “spread the wealth” among all
access center staff.

“This was my biggest struggle,” she says.
“How could we do this in a fair way, since we
were using two different measures — money and
customer service? It seemed to me it would not
be fair to reward those just in a position where
they could actually collect money, so we flat out
said the incentive would apply to everyone in the
access center.”

Why did she include the satisfaction compo-
nent in the first place? “It’s just as important to
provide good costumer service as it is to collect
money,” she asserts.

As for collections, while goals are either met 
or not met collectively, the supervisors also track
collections on an individual level — how much
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each staff person is collecting. “That specific
number is used on their yearly performance eval-
uation,” Benson explains.

Education was key

Ensuring the program’s success took much more
than just telling staff they would be rewarded for
good performance. At the outset, it had to be com-
municated to all 120 people in the department,
which included different facilities such as the ED,
clinics, and so forth. “We have a global e-mail
address for all the staff,” says Benson, explaining
how she spread the word. “We have continued
with ongoing communications when we feel the
staff need some cheerleading or extra motivation.”

A good deal of training was involved, she con-
tinues. “We had to teach them how to speak to
patients,” she notes. “For example, we taught
them that instead of asking, ‘Would you like to
pay your copay?’ the staff should say, ‘Your
copay is $50; will you be paying with cash, check,
or credit card?’” (In sales jargon, this is called the
“assumptive close.”)

The bottom line, says Benson, was that it was
important to make staff understand how critical
is it to the health system to try to get the money
up front. The four supervisors, she adds, were
“very supportive and instrumental” in helping to
roll out the plan.

Reasons for success

Perhaps the most detailed element of the plan
was the courtesy discharge. “We have financial
counselors who review all inpatient and observa-
tion patients; they verify insurance benefits. In the
process of doing that, they obtain any deductible
or coinsurance information,” Benson explains.

“We were not electronic at this point with
transfer of information to the cashiers who do the
collecting; we used a patient folder,” she notes.
“Written on the outside was, ‘patient owes ‘X’
dollars.’”

This was done the day after admission and
given to the main cashiers, who separated them
out based on payer type. “For example, Medicaid
patients don’t pay, so they are automatically a
courtesy discharge,” Benson says.

In the beginning, staff used to go to the floor
and stamp “courtesy discharge” on the chart, but
this proved too time-consuming. “I convinced
nursing it needed to be electronic,” says Benson.
“Now, it’s as simple as looking at one field; you

put it on the discharge screen, if it comes up ‘yes,’
the staff know the patient is free to go. If the cour-
tesy discharge is valued ‘no,’ they need to be
taken to the main cashier’s office.” In either
event, she emphasizes, “Our goal is to address
this quickly.”

Why has the program been so successful?
“Obviously, a big part was the incentive, the
personal reward for employees,” says Benson.
“Then, you had a good management team that all
strongly believed in this process. The staff have
just embraced it. And when we have new hires,
it’s now very much part of their job.”  ■

ACEP proposes plan to
increase ED capacity

David C. Seaberg, MD, a board member of the
American College of Emergency Physicians

(ACEP), has proposed a 10-point plan to increase
capacity, alleviate overcrowding, and improve
surge capacity in the nation’s emergency depart-
ments (ED).

Among other proposals, the plan suggests
changing the way hospitals are funded to allow
for inpatient and intensive care unit surge
capacity; requiring hospitals severely affected
by a natural or other disaster to postpone elec-
tive admissions until the crisis abates, while
compensating them for lost revenue; and pro-
viding federal and state funding to compensate
hospitals and EDs for the unreimbursed costs of
meeting their critical public health and safety
net roles. 

Seaberg’s plan was part of Feb. 8 testimony
before a House Committee on Homeland
Security hearing on pandemic flu preparedness.

“Without sufficient warning, emergency physi-
cians and nurses would be unprepared to place
arriving avian flu patients in isolation until it was
too late,” he told the hearing, titled “Protecting
the Homeland: Fighting Pandemic Flu From the
Front Lines.” “Since most hospitals only have one
isolation unit, there would be no way to isolate
the next avian flu patient seeking emergency
care,” he said.

(Editor’s note: To access the entire 10-point plan, 
go to www.acep.org. Under “Breaking News,” click:
“ACEP Presents 10-Point Plan for Avoiding Mass
Casualties in Pandemic Flu, Other Disasters.”) ■



by a patient navigator whose job is to ensure that
they receive a timely diagnosis and treatment.

“Poor people encounter significant barriers when
they seek diagnosis and treatment of cancer. Until
the patient navigator system was instituted, there
was nothing in the health care system to guide
them through the continuum of care. The majority
of them were falling out of the system at the point
of a suspicious finding,” says Rian Rodriguez,
MPH, research coordinator/patient navigation
manager.

Ralph Lauren Center for Cancer Care and
Prevention is a partnership between Memorial
Sloan-Kettering Cancer Center and North General
Hospital. Its mission is prevention, diagnosis, 
and treatment of cancer through new models of
patient care, research, education, and outreach
designed to address the unique needs of the
community.

Many of the patients who are referred to the
center have financial, language, and social barri-
ers that make it difficult for them to get the ser-
vices they need. 

The navigators help patients and family mem-
bers access health care services and overcome
obstacles to care. The obstacles include financial
and insurance difficulties, communication chal-
lenges, emotional concerns, and other barriers,
such as lack of transportation that result in
missed appointments.

“The health care system in New York delivers
care in a fragmented manner. Poor and underin-
sured patients often get lost in the complexities 
of the health care system. The patients see their pri-
mary care physician, who sends them to a special-
ist, who then sends them somewhere else to receive
treatment. The health care system is not user-
friendly, and it turns people off,” Rodriguez says.

The navigator helps patients find their way
through the health care maze and helps alleviate
any barriers that may arise. 

Patients typically are referred to Ralph Lauren
Center by their primary care provider for addi-
tional testing after a suspicious finding from a
screening modality. All new patients who come
into the center have an initial session with a navi-
gator as soon as they register.

Navigators work the clinic hours, introduce
themselves, and use the opportunity to assess the
patient’s potential needs. 

At the end of each week, the four navigators
on the staff are assigned to particular patients.

They may or may not be the navigator who met
the patient during the assessment.

When the results of the follow-up test are in,
the patient navigator is notified and tracks the
patient during follow-up visits.

The navigators then follow the patients through-
out the continuum of care until they complete the
initial treatment regime. The program has been
expanded so that navigators work with the patients
if they have a recurrence or need hospital care or
pain management.

The navigators have between 20 and 30 active
cases open at a time. They follow the patients as
long as they are in treatment. With some patients
who receive chemotherapy, they may follow
them nine months or longer.

Patients can call their navigator when they have
trouble getting an appointment with a provider,
when they need transportation, or when they have
questions about what they should do next.

“Patient navigators are trained to help the
patient navigate through the health care system.
Their job is to help educate the patient and make
sure he or she gets all the way through the treat-
ment process by helping them overcome barriers
to care,” Rodriguez says.

Many of the barriers to care are financial,
Rodriguez says. About 30% of the population
served by the center present as uninsured.

“When the barrier is financial, we have to cre-
ate access for them,” he says.

If patients are uninsured, the navigator deter-
mines if they fit the criteria for Medicaid, Medicare,
or another subsidized program. 

“We have a Women’s Health Partnership that
covers treatment for women with breast and cer-
vical cancer if they fulfill the criteria. In all cases,
the navigator advises the patients as to what doc-
umentation is required,” he says. 

Communication barrier

The navigators have the authority to submit
Medicaid applications and to defend them. They
go to the Medicaid office and get a “pending” let-
ter that allows the Ralph Lauren Center to facili-
tate treatment that may have to occur in other
facilities.

“There’s a 30- to 45-day wait for final approval
of Medicaid eligibility. In the meantime, we can
still move the patients along in their treatment,”
he adds.

Communication is another barrier to care
among the poorest of patients, Rodriguez says.
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Many of the patients have limited literacy
and often speak a different language from the
doctor, making it difficult for them to absorb
everything at once. 

The navigator facilitates meeting with the prac-
titioner and helping the patient understand what
has happened and what the next step in the treat-
ment process should be, he says.

“The navigators never give out medical advice.
They facilitate meetings between the patient and
the practitioner and help the patients get the
treatment they need,” he says.

Sometimes the navigators accompany patients
on their physician visits if there are communica-
tion issues or the patient wants the navigator pre-
sent for support.

The navigators help the patients get their X-
rays, test results, and other records they may
need as they see a variety of specialists during
the treatment process. 

“We do a lot of transportation of medical files.
We get copies of all relevant information for the
patients, keeping a package here, and disseminat-
ing them with their permission. 

The navigators can make referrals to commu-
nity services such as welfare, housing, home care,
and transportation. They help the patients deal
with other health problems, symptoms, pain,
complication, second opinions, and finding
hospice care when necessary.

The program has a part-time social worker
who can facilitate services such as transportation
and home care.

“We use the social workers for crisis manage-
ment and psychosocial issues and when we realize
that a patient is eligible for SSI [Supplemental
Security Income] permanent disability payments,”
he says.

The hospital hires as many navigators as
possible from the community. There are no edu-
cational standards, but the navigators do have to
be sympathetic and empathetic with the patients. 

“When we choose navigators, we look for
cultural homogeneity with the people we serve.
They don’t have to be of a particular race or
ethnicity but should have cultural sensitivity,”
Rodriguez says.

They must be familiar with the network of
community health care providers and know
how to refer among collaborating institutions,
he adds.

The patient navigator program was started at
Harlem Hospital in 1989 by Harold P. Freeman,
MD (who now is medical director of Ralph
Lauren Center), as a result of the high mortality
rates of breast cancer patients in the community
the hospital served.

“Dr. Freeman found that women diagnosed
with breast cancer in the Harlem community had
a dismal survival rate, comparable to that of a
third-world nation,” Rodriguez reports.

At the time, women in underserved communi-
ties had access to mammograms but there was lit-
tle follow-up and the women who had cancer
often did not seek treatment, he adds.

When the Ralph Lauren Center was opened in
2003 to provide treatment options for the area’s
underserved population, Freeman became medi-
cal director and started the navigator program at
the new facility. 

The initiative started with breast cancer patients
and has been expanded to include patients with
cervical, colon, and prostrate cancer.

The center has developed a kit with details on
how to set up a patient navigation program. It’s
available at www.patientnavigation.com.  ■
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Letting go of the ‘that’s not
how we do it here’ mindset
System takes flexible approach to enhance flow

When it comes to discharge planning and other
health care challenges, “don’t be afraid to

rock the boat,” advises Jonathan Morris, RN, bed
management coordinator at Wake Forest University
(WFU) Baptist Medical Center in Winston-Salem,
NC.

“Part of the problem at many hospitals is they
get locked into ‘that’s not how we do it here,’”
adds Morris, whose background is in nursing
and case management. Resist falling into that
routine, he says, by asking, “Is there a better
way? Is there something else we can do?”

When it comes to patient throughput and bed
management solutions, Morris notes, that might
mean letting go of the “discharge at 11” mindset,
for example, or being flexible about using spe-
cialty beds for general medicine patients when
appropriate.

“We try to look at evidence-based research
practice,” he says, “and we’re constantly looking
at other facilities to see what initiatives they’ve
put into place.”

Surveyors with the Joint Commission for 
the Accreditation of Healthcare Organizations
(JCAHO) recognized WFU Baptist Medical Center
for its own patient flow and bed management ini-
tiatives, Morris says, suggesting on a recent visit
that the facility submit the program for a JCAHO
award that honors best practices in different areas
of health care.

Those patient throughput initiatives have
included, among other things, a new pre-admit
tracking and electronic bed board system, a change

in bed management oversight, and the creation of
an emergency department (ED) holding unit that
has been successful in reducing the percentage of
patients who leave without being seen (LWOS).

The 10-bed holding unit was initiated at the
end of 2003, Morris explains, to improve ED
throughput by accommodating patients who are
still being screened for various conditions or who
are waiting for inpatient beds.

The unit is designed for patients awaiting a
clinical decision or “rule out,” he says. “We don’t
put higher-level-of-care patients in there.”

“It’s hard to say what helped the most,
between [the holding unit] and coming on the
pre-admit tracking board, but [the ED] is now
below the national average for percentage of
patients who leave without being seen, Morris
says. Formerly between 4% and 6%, he adds, 
the hospital’s LWOS rate now is 2% or below.

The gradual implementation of the pre-admit
tracking and electronic bed board system, com-
pleted last November, has enabled the medical
center to consistently meet its goal of assigning a
“clean, ready bed” to 96% of unscheduled patients
in less than two hours, notes Morris, who was hired
as a “bed czar” in May 2003, in part to bring that
system into being.

“When we started collecting that data — how
long it took from request to the point we were able
to assign a clean bed — [that percentage] was in
the mid-to-upper 80s,” he says. The improvement
happened even before full implementation was
achieved in November 2005, Morris says, because
his staff began using the new computer program
“a few steps at a time” in December 2004 while
still handling bed requests over the telephone.

“We did a pilot using the post-anesthesia care
unit (PACU) and two nursing units — one medical
and one surgical,” he explains. “We used that pilot
to look at each step in the process — ‘right-click
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here, left-click there’ — so we would know how to
take the request from the PACU and the best way
to funnel it to the receiving unit.”

While using the new computerized system “to
the [highest] degree possible, we were still taking
requests by phone,” he adds. “As we turned
around and called the units, we were also pre-
tending we were doing [the same steps] in the
system, so we could look at any glitches.”

The idea, Morris says, was for his staff to fine-
tune the process before beginning to train other
nursing personnel. “We looked at, ‘Who will do
what? What will my staff do? Do we have the
information we need without talking to some-
one? Is there a step we missed or is this an inter-
face issue?’ We did that for a couple of months
before bringing up [other units].”

Before he assumed the bed coordinator role and
the tracking system was implemented, Morris
says, “bed control for this 821-bed inpatient facil-
ity was strictly pieces of paper.” A month after he
came on board, an admissions nurse who reported
to him was hired, he adds, and a little more than a
year later, in July 2004, bed control officially was
moved out of admitting and into nursing.

Bed management

The location of the bed management area —
next to admitting — stayed the same, “but the
reporting structure and focus has changed,” Morris
notes. The idea behind the switch, he says, was that
a nurse would be more adept at the process from
the perspective of triage and level of care.

Changes in status to a higher or lower level of
care — both at the beginning and during an inpa-
tient stay — happen more quickly and easily
because of the increased clinical focus, he says.
“Before, we might have beds in some locations
that would not be used because it was ingrained
in the work flow of the [previous bed control
employees] that this was a hands-off area.”

In some instances, however, it is appropriate to
use oncology or cardiac beds for patients coming
from the ED, he says, and employees with a clini-
cal focus are more comfortable making those
exceptions.

“With oncology [bed occupancy], there typi-
cally are peaks and valleys,” Morris notes. “A lot
are scheduled, and you can almost predict [the
number of beds] you will need.”

Bed management staff with clinical training also
are aware of any medical implications — the kinds
of nononcology patients that are appropriate to

place on an oncology unit, for example.
“Prior to me and some other clinicians coming

in, the thought process wasn’t there. It was, ‘I can’t
go into that unit — I have to make the patient wait.’
They were pretty much black-and-white, and
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CE questions
13. According to Deborah Hale, since the

Medicare Outpatient Prospective System
claims processng logic now determines the
payment status of observation and direct
admission services, this means case man-
agers don’t need to pay so much attention to
the criteria.
A. True
B. False

14. Under the final rule that went into effect Oct. 1,
2005, how many new DRGs did CMS create?
A. 10
B. 23
C. 16
D. 12

15. Sioux Valley Hospital USD Medical Center cre-
ated a unit for cardiac patients whose length of
stay is:
A. three days or fewer.
B. two days or fewer.
C. 24 hours or fewer.
D. four days or fewer.

16. At Ralph Lauren Center for Cancer Care and
Prevention, how many cases do the patient
navigators typically follow at one time?
A. 20-30
B. 40-50
C. 25-30
D. 15-20

Answer key: 13. B; 14. C; 15. C; 16. A.

CE instructions 

Nurses participate in this continuing education pro-
gram by reading the issue, using the provided refer-

ences for further research, and studying the questions at
the end of the issue. Participants should select what they
believe to be the correct answers, then refer to the list of
correct answers to test their knowledge. To clarify confu-
sion surrounding any questions answered incorrectly,
please consult the source material. After completing this
semester's activity with the June issue, you must com-
plete the evaluation form provided in that issue and
return it in the reply envelope provided to receive a cer-
tificate of completion. ■



health care [decisions are] so gray. You have to
think,” Morris says.

While the majority of his staff still are nonclinical,
he adds, “we’ve worked hard on educating them,
explaining the thought process behind why we do
what we do. There is a lot of open dialogue.”

Bed management staff now are better able to
communicate with the hospital’s nursing units,
he says, and, if necessary, obtain reports from
outside facilities to better facilitate patient place-
ment, although that function typically is handled
by nursing.

Another benefit of the increased clinical focus,
Morris says, is that nurses are able to “proactively
communicate with physicians as to why we’re
doing what we’re doing, to alleviate any backlash
from the medical staff.”

In the past, physicians often suspected that
their patients couldn’t get to a unit because
nurses were “hiding” beds until the next shift, he
adds. “It’s practically impossible now to hide a
bed with the systems we have in place, because
they’re all connected.”

As for feedback from physicians on the
improved process, he ascribes to the “no news
is good news” theory, Morris adds. “To me, a
positive [reaction] from a physician is not hear-
ing a negative. When I first took this role, there
were a number of complaints — not only to
nursing administration but to hospital adminis-
tration — about patients being scattered on dif-
ferent units and about bed crunch issues. There
has been a decrease in that.”

General medicine practitioners, in particular, he
says, had complained about their patients being
spread out on multiple units, while cardiologists
contended that there were “too many noncardiac
patients using [cardiac beds] for telemetry.”

In response to those concerns, the department
developed algorithms to establish “cluster units”
— grouping surgical units and medical units
based on medical specialty, Morris says. “There
were slight algorithms in place before, but they
were not as intense.”

To further address the situation, the hospital
has added more telemetry beds on the medical

units, he says. Not having to move a patient to
another bed at the same level of care to free up a
telemetry bed — for another patient who may be
waiting in the ED —saves valuable time and
improves patient flow, Morris notes.

With the pre-admit tracking system and elec-
tronic bed board, he says, staff are “able to visu-
alize every single unit and every bed in real
time — whether it’s clean, dirty, occupied —
and it’s all done through interface activity with
our mainframe.”

That biggest improvement has resulted in many
other improvements, Morris notes, including the
ability to “time stamp” to determine where back-
ups are occurring and to do process-time analysis
with the ED and the neonatal intensive care unit
(NICU) to determine “how we’re doing from a
patient flow and patient throughput standpoint.”

The sequence of events, he explains, is as fol-
lows: “We electronically page the nursing unit
and funnel a request, and they have a 10-minute
timeframe to assign a bed. When they assign the
bed, the requesting unit or area will be notified
by electronic page that the bed has been found,
and will see in real time if the bed is clean or
dirty, waiting to be cleaned.”

The process has “truly eliminated all of the
telephone tag and the ‘he said, she said’” conver-
sations about assigning blame, Morris says. “This
puts everybody on a whole new honor system.”
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efforts can affect your
hospital

■ Working as a team 
with hospitalists 
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improve efficiency and
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CE objectives

After reading each issue of Hospital Case
Management, the nurse will be able to do the

following:
• identify particular clinical, administrative, or regu-

latory issues related to the profession of case
management;

• describe how those issues affect patients, case
managers, hospitals, or the health care industry
in general;

• cite practical solutions to problems associated
with the issue, based on independent recom-
mendations from clinicians at individual institu-
tions or other authorities. ■



The bed management department has four
other RNs in addition to Morris, he says, as well
as 13 clerical employees, some full-time and some
part time. “We operate 24-7 — we don’t close
down and let the ED take over [after hours].”

There was also 24-7 coverage when the func-
tion was overseen by the admitting department,
Morris notes, but while day-shift employees were
designated for bed management, after-hours staff
performed other admitting functions in addition
to bed control.

When the switch was made, he adds, the number
of full-time-equivalents (FTEs) that had been allo-
cated to the admitting department for bed control
were shifted to his department. Another 1.7 FTEs
were added, Morris notes, to make up for the after-
hours employees, who remained in admitting.

Transport tracking is another feature of the
bed management software “suite,” he notes. This
tracking device for medical center transporters
— who wheel patients down to the discharge
area, for example, or to radiology for a scan —
interfaces with the bed tracking and preadmit
tracking/electronic bed board functions, Morris
says.

“[Transporters] get a page from the response
center giving them a number to call,” he explains.
“They dial in and get a computerized message
saying, for example, ‘Room so-and-so needs dis-
charge with a cart.’” The system, Morris adds,

automatically locates the closest idle transporter.
The transporter accepts the job by dialing into

the system, he says, which logs in the transporter
and tracks his or her time and productivity.

When the transporter is ready to leave the unit
with the patient, he uses the house telephone or the
phone in the patient’s room to call in and report
that he is in progress, Morris says. “If it’s a dis-
charge, the system flags that bed as dirty, and we
automatically see it. Before, we were solely depen-
dent on nursing to send down the information to
us.” 

In the past, it was not uncommon to get notice
of a discharge “two or three hours after a patient
had left the building,” he notes. “When the shift
ended, [unit nurses] would put in all of the dis-
charges, and the next shift would get hit [with
handling them].”

To ensure that the system continues to run
smoothly, he follows up regularly with unit man-
agers and directors, Morris says, to make sure that
unit secretaries and staff are actually putting the
pending and confirmed discharges into the system.

It’s a wonderful system, but it is a computer,”
he points out. “It’s only as good as its users.”

(Editor’s note: Jonathan Morris, RN, can be reached
at jomorris@wfubmc.edu.) ■
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e-mail list. This alert is designed to update you
weekly on current case management issues that 
you deal with on a daily basis. Many of the articles 
in this alert will be followed up in detail in upcoming
issues of HCM.

To sign up for the free weekly case management
update, go to www.ahcpub.com and click on “Free
Newsletters,” for information and a sample. Then
click on “Join,” send the e-mail that appears, and
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