
DRG 127
1-Day Hospital Stay
Congestive Heart Failure (CHF) is 
a major and growing public health 
problem in the United States. Heart 
Failure is primarily a condition of the 
elderly and the continuing growth of 
the Medicare age group will fuel a 
growing incidence of cases. CHF is 
the most common Medicare DRG for 
hospital discharges, and more Medi-
care dollars are spent for the diagno-
sis and treatment of CHF than for any 
other diagnosis. In addition, CHF is a 
very severe condition with a high an-
nual mortality rate.1

Hospital Payment Monitoring Program

Special Projects Report
A large number of 1-day hospital 
stays for CHF are avoidable. Many 
patients, if cared for in a careful,  
evidence-based environment, will 
attain stability and not require fre-
quent, acute, inpatient admissions. 
However, even under the best cir-
cumstances some CHF patients will 
present in the emergency room with 
acute symptoms. 

GMCF evaluated the diagnosis and 
treatment of CHF patients to deter-
mine whether they could have been 
treated as an outpatient, with three 
questions in mind:
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Note: With such small numbers for the re-measurement time period it is impossible to say whether our 
intervention was associated with a decreased number of medically unnecessary admissions or coding 
errors for DRG 127. 

1.	 Are these 1-day stays properly  
	 utilized?
  
2. 	Is CHF diagnosed and correctly 	
	 treated in such a short time? 
 
3. 	Is coding a signiýcant problem  
	 with inadequate data for a proper  
	 principal diagnosis?  

GMCF performed medical record re-
view on baseline records, including 
adjustments, to identify DRG 127 1-
day stays that did not meet inpatient 
admission criteria and to identify 
coding and billing errors. Once base-
line error rates were deýned, GMCF 
staff met with all 11 hospitals includ-
ed in the study. Hospital meetings 
for those with a 10% or greater error 
rate included physician champions 
and other appropriate staff to identify 
process, system and decision-making 
issues or failures that resulted in the 
patients being placed in an inappro-
priate setting. Quality improvement 
plans with interventions to address 
adverse ýndings were developed by 
hospital and QIO staff and then im-
plemented by the hospital. GMCF 
developed a self-abstraction tool for 
hospitals to use concurrently for sub-
sequent CHF admissions. 

Dollar Savings

  Baseline  $294,916.53

  Remeasurement  $27,448.26

Error Rate	 Admission	 DRG	 Billing Error

Baseline 26.9% 3.4% 4.6%

Remeasurement 6.6% 0% 0%

Study Findings



Observation –  
A Physician’s Perspective
By Pano A. Lamis, MD

The issue of making a patient obser-
vation versus inpatient on the initial 
evaluation into the hospital is of some 
concern and confusion to Georgia 
physicians. Most physicians adhere 
to placing a patient into the hospital 
as an “admission,” and that should 
be all that matters. This order usually 
implies INPATIENT STATUS. The 
concept of a lesser admission catego-
ry is hard to gain focus but OUTPA-
TIENT OBSERVATION admissions 
may be appropriate to follow CMS 
guidelines and to prevent unneces-
sary inpatient admissions. 

Observation admissions should be 
used when the physician is “unsure” 
of the diagnosis or response time an-
ticipated for appropriate diagnosis 
and treatment. Physicians are often 
not able to access illness severity at 
the initial patient contact, which of-
ten is in the emergency department 
setting. Additional time may be need-
ed to determine if an inpatient admis-
sion is medically necessary.

Hospitals and physicians usually are 
not aligned in incentives to monitor 
patient status issues. It is important 
to have a physician advocate assist in 
physician education and compliance.
Everyone wants to get it right, but it 
begins with the admitting decision, 
and if the frontline physician is “un-
sure” then it is proper to admit the 
patient in outpatient observation and 
later, within the 48 hours, convert the 
patient to inpatient if needed.

Conclusions:

1.	 Education of physicians and  
	 hospital staff on outpatient ob- 
	 servation versus inpatient ad- 
	 mission guidelines is paramount.

2.	 Alignment of incentives for hospi- 
	 tals and physicians improves  
 compliance (at present þnancial  
	 incentives are lacking).

3.	 Preventing or reducing unneces- 
	 sary admissions promotes the ef- 
 þcient use of the appropriate  
	 health care settings.

4.	 Proper admission categories will  
	 reduce payment/billing errors.
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