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Merlotto

The use of technology in healthcare, 
including the use of enabling devices 
to improve care coordination and tele

medicine or telehealth services (including use 
of remote devices to link patients with provid
ers) has become more prevalent as providers 

and payers deal with increasing 
patient demands due to the Patient 
Protection and Affordable Care and 
Patient Protection Act (ACA) and the 
need to utilize shrinking physician 
resources to meet those demands. 
Rural areas are more stressed by the 
physical distance between patients 
and a hospital or medical clinic, 

and the relative lack of providers (espe
cially specialists) compared to more urban 
areas. During a “Hack Into Medicaid” event 
sponsored by the Massachusetts Institute of 
technology (MIT) and Community Health 
Partnership, a regional care collaborative orga
nization (RCCO) providing Medicaid services 
under contract within the state of Colorado as 

Community Care of Central Colorado, one of 
the topics discussed was how such technology 
could be used to enhance reduction of hospital 
readmission rates, a key regulatory quality 
indicator in rural and underserved areas. 
Hospital readmission is defined as a patient 
being hospitalized within 30 days of discharge 
from an initial hospital stay.

Reducing hospital readmission rates has 
become a top healthcare quality policy issue 
for the healthcare administrative and com
pliance professionals, because the federal 
government and state governments (through 
the Medicaid program) have increased scru
tiny of healthcare organizations that have 
excessive hospital readmissions. Finding a 
method to effectively reduce hospital readmis
sions can also be the key to developing other 
clinical indicators that would reduce overall 
cost, reduce risk, and keep healthcare entities 
in compliance. The use of technology, specifi
cally telemedicine, could be a useful tool in 
improving clinical indicators; however, the 
compliance professional must also be aware of 
the regulatory issues surrounding the use of 
such tools.

by Martin S. Merlotto, MPA, CHC, CHPC, CEBS

Use of technology to 
reduce early readmissions  
in rural hospitals

 » Reduction of early hospital readmissions is considered a key clinical compliance indicator that all hospitals must meet.

 » Rural hospitals face additional difficulties in meeting this key clinical indicator, which are not found in urban counterparts.

 » Technology, such as telemedicine, can help rural hospitals meet this key clinical indicator for reducing hospital readmissions.

 » CMS and state Medicaid agencies have increased the number of procedures that can be applied to telemedicine.

 » Before applying telemedicine to ensure compliance with clinical indicators, the compliance professional must understand  
the rules that CMS and state Medicaid agencies have imposed regarding the use of telemedicine.

Martin S. Merlotto (martinmerlotto@hotmail.com) is a healthcare  

consultant with MSM Consulting in Colorado Springs. 
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Background of the 30-day readmission rule
The ACA mandated the creation of the 
Medicare Hospital Readmissions Reduction 
Program (HRRP). This law establishes financial 
incentives for hospitals to reduce readmission 
rates. The ACA has also required hospitals 
to report data to the Centers for Medicare & 
Medicaid Services (CMS), the federal agency 
that runs Medicare and, indirectly through the 
states, Medicaid, to determine hospitalwide, 
allcause readmission rates for all patients (not 
just Medicare patients). CMS began applying 
excess readmission penalties to hospital pay
ments on October 1, 2012.1 More than 2,000 
hospitals were penalized about $280 million 
because of early readmissions. This amounted 
to a 3% reduction of total Medicare base pay
ments to hospitals. In addition to the enhanced 
scrutiny CMS has focused on hospitals, 
Medicare Advantage Plans now must report 
the steps they are taking to reduce hospital 
readmissions as a priority, starting with the 
20122013 Quality Improvement Plan (QIP).2

For a Colorado RCCO like Community 
Care, establishing an effective reduction 
in hospital readmission rates is mandated 
by their contract with the state of Colorado 
Department of Health Care Policy and 
Financing (HCPF), which established this 
clinical indicator as a key Phase I objective 
of the Accountable Care Collaborative (ACC) 
Program3 that RCCOs are a part of. This key 
indicator is also a major requirement in the 
Medicaid program of most other states.

The reason for this increased regulatory 
scrutiny is clear: Hospital readmissions are 
costly and frequently occur soon after patients 
are discharged. Estimates of total costs of read
missions range from $15 million to $25 billion 
per year. The Medicare Payment Advisory 
Committee (MedPAC) estimates readmis
sions cost on average $7,200 per case. Certain 
psychiatric conditions can cost much more 
than the average. Per MedPAC, about 20% of 

hospitalized Medicare beneficiaries are read
mitted within 30 days, and more than half of 
those (13%) are potentially avoidable.4

Many studies have been instituted to 
reduce the instances of 30day readmissions 
and to ensure compliance with the ACA. For 
instance, a study by Yale University identified 
six strategies that would eliminate hospital 
readmissions.5 These included:

 · Partnering patients with community 
physicians,

 · Partnering patients with local hospitals,
 · Arranging followup appointments 

prior to discharge,
 · Assigning staff to follow up on test results 

after discharge,
 · Arranging for further followup tests, and
 · Having nurses reconcile various prescribed 

medications and arranging for followup 
visits both prior to and after discharge.

Many hospitals that implemented these 
case management strategies have substantially 
lower readmission rates, according to the study.

For Community Care, the use of such 
procedures may be hampered by the fact 
that their service area includes rural areas in 
which having patients pair with community 
physicians and community hospitals may be 
difficult, because of their scarcity. The problem 
may be greater with other Colorado RCCOs 
(and Medicaid plans in other states) that have 
most, if not all, of their service area in rural 
areas. The Yale study did not differentiate 
between hospitals located in rural areas and 
hospitals in urban settings. Also the Yale 
study’s sample was reduced to individuals 
who experienced heart failure. Heart failure 
was selected by this study because the fre
quency of this illness gave the researchers a 
large enough sample to determine a statistical 
rate of success or failure. The study did not 
take into consideration psychiatric conditions, 
which are more prevalent in Medicaid and 
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other government programs and for which 
patient adherence is more problematic.6

Reducing readmissions has proved to be 
more difficult for patients who live in areas 
where access to primary care and specialty care 
physicians, case managers, and other clinicians 
are limited or even nonexistent. Also, another 
problem is medication adherence. There is an 
established link between lack of prescription 
drug adherence by the patient and likelihood 
of early hospital readmission. Many rural areas 
do not have as many retail pharmacies as urban 
areas have, and this 
may pose real com
pliance problems for 
hospitals and other 
providers, if hospital 
readmissions occur 
because patients do 
not have access to a 
local pharmacy to fill 
their prescriptions. 
This may affect rural RCCOs in the state of 
Colorado, which will be expected to increase 
client engagement by testing various meth
ods of client and caregiver communication 
under Phase II of the state’s Accountable Care 
Collaborative requirements. Many other states 
face the same regulatory issues as Colorado.

In the United States, rural hospitals pro
vided 11% of all 168 million hospital days of 
care and just 6% of the 51 million nonsurgical 
and surgical inpatient procedures performed. 
Yet, a higher percentage of inpatients in rural 
hospitals were age 65 and older (51%) compared 
with inpatients in urban hospitals (37%). In 
addition, a larger percentage of rural hospital 
inpatients had Medicare, Medicaid, or dual 
Medicare/Medicaid as their principal expected 
source of payment (52%), compared with urban 
inpatients (41%). Older patients usually demand 
greater case management than other types 
of patients and, in a rural environment, case 
management may be insufficient due to lack 

of resources. To determine if such a process 
can be implemented in rural areas, it is impor
tant to identify the unique problems that rural 
facilities have in ensuring compliance with the 
30day readmission rule.

In addition to the general lack of resources 
that rural providers must deal with, these prob
lems become more acute when dealing with 
patients who have mental disorders. Although 
heart failure, chronic obstructive pulmonary 
disease (COPD), and other medical condi
tions may be the most likely indicators of early 

hospital readmissions 
in the general popula
tion, among patients 
whose primary payer 
was Medicaid, the top 
two causes of early 
readmissions were two 
psychiatric conditions: 
mood disorders and 
schizophrenia. For 2012, 

mood disorders had an aggregate cost to the 
Medicaid program of $7 billion with a total read
mission cost of $286 million; schizophrenia had 
an aggregate cost to the Medicaid program of $3 
billion with total readmission costs of $302 mil
lion. The next highest cost after these two mental 
disorders is diabetes mellitus. Furthermore, 
nearly 89% of hospital stays for mood disorders 
and 78% of stays for schizophrenia were dis
charged to home or selfcare. In contrast, only 
62% of stays for nonmental or substance abuse 
conditions had a home or selfcare disposition.7

Individuals with mental illness who are 
treated in the Medicare or Medicaid program 
suffer from schizophrenia, bipolar disorder, 
and mood disorders to a greater extent than 
the general population, and make up 37% of 
all Medicare recipients who became eligible 
due to disability. Hospital readmission within 
30 days of discharge usually represents a nega
tive clinical outcome for patients with mental 
disorders and is exacerbated by such factors 

…it is important to identify  
the unique problems that 

rural facilities have in 
ensuring compliance with 

the 30day readmission rule.
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as poor access to adequate, communitybased 
aftercare and challenges ensuring psychiatric 
medication adherence and selfcare. In 2011, 
mood disorders and schizophrenia had the 
highest number of allcause 30day readmis
sions among adult Medicaid patients, reflecting 
the chronic course of these conditions. In addi
tion, patients who suffer from these mental 
disorders are more likely to miss appointments 
with physicians or go off prescription medica
tion than patients who have heart disorders.8

Ensuring compliance with hospital readmis
sion rules (or any other clinical rule) requires 
making sure the patient is an active participant 
in achieving compliance. Rural persons with 
mental illnesses and other chronic conditions 
face different experiences that are influenced by 
three factors (variables). These factors influence 
the quality of care given all rural patients, and 
influence the care of mental health patients par
ticularly, and may prevent them from receiving 
the mental health care they need:

 · Accessibility – Fewer resources close to 
home. Rural residents often travel long 
distances to receive services, are less likely 
to be diagnosed with an illness, and are 
also less likely to recognize the illness.

 · Availability – Chronic shortages of 
mental healthcare providers and other 
professionals. Specialists, in particular, 
are more likely to live in urban centers.

 · Acceptability – The stigma of needing 
or receiving mental healthcare in small 
communities. The small population of 
rural communities also means people 
know each other. Familiarity such as 
this can cause the mental healthcare 
patient and caregiver to feel insecure in 
regard to confidentiality and privacy. 
This may suppress their willingness 
to seek professional care and increase 
privacy violations under Health Insurance 
Portability and Accountability Act 
(HIPAA) when treatment is sought.

Telemedicine
Technology, specifically telemedicine, may 
be able to play a part in alleviating these 
problems. Providing health services via tele
medicine has shown promise in alleviating the 
lack of mental healthcare and other services 
in rural areas. Technology has always been 
an important part of healthcare, but with the 
increased ability for realtime data access, 
patients can access information immediately 
relating to their condition, whether it is a 
consultation with a physician, or reviewing 
electronic health records or billing informa
tion. The new technology can also allow 
hospitalbased pharmacies to interface with 
local retail pharmacies so patients can receive 
the correct medication. It can also link hospi
tal pharmacies with the prescribing physician 
and link the physician with any specialist. 
These actions cover the accessibility and the 
availability areas of concern. Having the 
patient discuss his/her medical condition in a 
private setting may help in making treatment 
acceptable to the patient by adding an addi
tional level of privacy in consultations.

CMS had originally approved the use of 
telemedicine technology for the Medicare and 
Medicaid program for specialty inpatient visits 
to hospitals, skilled nursing facilities, and long
term care facilities. It now includes up to 31 
types of services, including inpatient consulta
tions (CPT Codes 9920199215), pharmacologic 
management (HCPCS Code G0459), annual 
wellness visits (HCPCS Codes G0438 and 
G0439), and alcohol and substance abuse ser
vices (HCPCS Codes G0396 to G0397). For the 
2016 calendar year, CMS also added seven new 
procedure codes for telemedicine, including 
annual wellness visits, psychotherapy services, 
and prolonged services in the office. Current 
federal policy leans heavily toward encourag
ing telemedicine technology in rural areas, 
without making it easily accessible in urban 
areas. CMS has established a telemedicine code 
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for consultation (January, 2010) for hospitals, 
but is only applicable to hospitals that are not in 
urban areas, such as critical access hospitals.9

With the addition of psychotherapy ser
vices as an approved telemedicine service, 
telemedicine may be able to promote the closer 
integration of mental or behavioral health 
and primary care services. Telemedicine can 
communicate directly with behavioral health 
professionals in developing a treatment plan 
electronically in situations where such indi
viduals could not meet in person. Telemedicine 
can also link the primary care physician with 
the case manager and/or the patient and the 
patient’s caregiver (which is more likely in psy
chiatric disorders). Theoretically, patients and 
their caregivers can use local devices, such as 
personal computers and smartphones, to access 
eHealth applications 
and to consult with 
their physicians and 
specialists who may 
be hundreds of miles 
from the patient’s 
location. The use of 
such applications can 
be the solution for 
achieving compliance with the early readmis
sion rule and other quality compliance issues 
and potentially save the healthcare entity and 
the state and federal government millions of 
dollars. Such devices, because they offer com
munications between physicians and patients 
in real time, may meet current Medicare fee
forservice rules that require communications 
between physicians and caregivers to be inter
active and in real time.

Compliance issues with telemedicine
Before fully embracing the new technology, 
compliance and information technology pro
fessionals must look at all existing laws and 
regulations to ensure such technology does 
not run afoul of local rules. It would not serve 

the healthcare organization to be fully compli
ant with one set of rules and noncompliant 
with others. There are many rules a com
pliance officer must review to ensure any 
telemedicine policy is legal. For the Medicaid 
program and commercial insurance, rules may 
differ from state to state. The following gives 
a rough guidance of what should be looked 
for in a telemedicine policy, but this list is not 
meant to be exhaustive.

HIPAA and other privacy issues
One major problem is to ensure all data that 
contains personal health information (PHI) is 
encrypted, if the healthcare entity is a HIPAA 
covered entity or business associate. In addi
tion, if direct patient care is being conducted 
through video equipment, then the video on 

the personal equip
ment needs to be 
encrypted. New 
technology now 
allows emails sent 
over personal com
puters, laptops, and 
even smartphones 
to be encrypted, 

with messages sent over smartphones being 
automatically deleted after they are read. In 
addition, it is important that the physician 
(and other clinicians) request only the mini
mum necessary information from patients. 
Any clinician who is responsible for transfer
ring data from the patient side must also be 
aware that they should request only minimum 
necessary information from the patient (and 
in the case of substance abuse issues, making 
sure an authorization is obtained in compli
ance with 42 CFR Part 2).

Credentialing
CMS’s final rule on credentialing and 
privileging requirements for telemedicine 
practitioners became effective on July 5, 2011. 

For the Medicaid program 
and commercial insurance, 

rules may differ from  
state to state.
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This rule establishes a process for originating
site hospitals (location of the patient) to rely 
on the credentialing and privileging decisions 
of the distantsite hospital (location of the 
specialist) for telemedicine practitioners. The 
compliance professional should ensure that 
proper policies exist for such credentialing 
and to exercise oversight of their own creden
tialing program. If a telemedicine agreement 
is entered into with a distantsite hospital, 
the governing body of the originatingsite 
hospital must ensure, through its written 
agreement, that the following provisions are 
met in order to allow its medical staff to rely 
upon the credentialing and privileging deci
sions made by the distantsite hospital when 
recommending privileges for individual 
physicians and practitioners providing such 
services: (1) The distantsite hospital is a 
Medicare or Medicaid partici pating hospital; 
(2) The individual 
distantsite physi
cian/practitioner 
is privileged at 
the distantsite 
hospital that is 
providing the tele
medicine services 
and a current list 
of those privileges 
are provided; and 
(3) The individual holds a license issued or 
recognized by the state in which the hospital 
whose patients are receiving the telemedicine 
services is located.10

Licensing
The compliance officer needs to know whether 
the practitioners providing services in any 
telemedicine location are licensed to practice 
in the state where the patient is located. The 
compliance officer also needs to know the 
licensing rules of the states where the health
care entity is operating. Some states allow 

practitioners to consult with patients out 
of state as long as they have a telemedicine 
license; other states (California, Florida, and 
New York) require outofstate physicians to 
obtain a full license to consult with a patient 
living in their state.11

Cultural barriers
Such barriers relate to primary patient and 
physician acceptance. The federal government 
has recognized that demographics, economics, 
and cultural values have a dynamic impact 
upon mental health and mental healthcare, 
especially in rural areas.

Government reimbursement issues
This issue may be the biggest impediment to 
developing a telemedicine program, especially 
if the provider is participating in the Medicaid 
program. Medicaid pays for telemedicine 

encounters in 
24 states; however, 
strict attention 
must be paid to 
each state’s spe
cific requirements, 
including the need 
for a local physician 
to be present or for 
the patient to be in 
a “clinical” setting 

(i.e., an enclosed environment with clinicians 
present and a waiting room to separate those 
using the telemedicine equipment from those 
who are waiting to use them). Expensive 
equipment, such as a highquality video 
system controlled by the attending physician, 
may also need to be maintained in a clinical 
environment. Some states are more restric
tive than the federal government in the use 
of telemedicine for certain CPT codes. Some 
states, such as Colorado, allow for reimburse
ment for telemedicine services, but do not 
allow reimbursement for remote monitoring 

Expensive equipment,  
such as a highquality  

video system controlled by  
the attending physician, may 
also need to be maintained  
in a clinical environment.
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services or telehome services. The Center 
for Telehealth & eHealth Law maintains a 
50state directory, and it can be accessed at 
their website at www.ctel.org.

Achieving compliance with these rules 
may take ingenuity. A healthcare center, 
hospital, or even a government agency may 
contract with libraries or schools in a rural 
community to provide space. A clinical 
setting can be created where patients can 
receive telemedicine services in areas where 
medical facilities are lacking and state 
reimbursement regulations require such 
clinical settings. Compliance professionals 
will need to know if state law allows school 
or library locations to be converted to clinical 
space. As described above, each state may 
have its own definition of what constitutes 
a clinical space. CMS, under the Medicare 
program, may be allowing greater flexibility 
in the use of telemedicine technology. Current 
Medicare rules allow only for realtime 
communications, but demonstration projects 
being conducted in Alaska and Hawaii 
may allow stored data (such as email) to be 
used. Also, compliance professionals should 
review the new CMS regulations regarding 
Accountable Care Organizations (ACO). 
Under the CMS Medicare Shared Savings 
Program: Accountable Care Organizations 
Final Rules,12 the government will require that 
ACOs “describe how the ACO will encourage 
and promote use of enabling technologies for 
improving care coordination for beneficiaries 
[including]…Telehealth services, [and] 
including remote patient monitoring system.” 
CMS appears to be soliciting innovative 
solutions from healthcare providers regarding 
new technologies. Even those healthcare 
entitles that are not ACOs (and that don’t 
share that program’s unique feeforservice 
structure) can take away solutions to the 
regulatory issues regarding telemedicine 
and new technology.13 Perhaps a uniformed 

national telemedicine program will emerge 
from this program.

Conclusion
Use of telemedicine technology (e.g., smart
phones with eHealth applications and 
encrypted email) to engage patients and/or 
their caregivers may have much promise to 
assist in the provision of quality care in a cost 
effective manner and reduce costs associated 
with early hospital readmissions, especially in 
rural areas. But there are many legal barriers 
that may restrict the use of such technology. 
The healthcare entity and that entity’s com
pliance officer will have to understand these 
restrictions in order to ensure a fully compliant 
telemedicine program. With some help from the 
federal government, a more uniform process 
may be put in place and eliminate some of the 
inconstancies that exist in the current law. 

The author would like to thank Samantha Lippolis, 
Telehealth Manager at Centura Health, and Kelly Vivian, 
Strategic Development and Initiatives Officer at the 
El Paso County (Colorado) Department of Public 
Health, for their peer review of this article and for 
recommended changes.
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