Medicaid Cost Saving Measures for Emergency Care
An Information Paper
In response to rising healthcare costs, pressure is mounting for state leaders to develop cost containment
initiatives for Medicaid programs. Although emergency care only accounts for less than 2% of healthcare
costs, care provided in the emergency department (ED) is often a target for cost savings. 1 Some states have
turned to using cost containment measures such as copays for use of the ED, which are questionably
effective and almost impossible to implement safely. 2 Other states’ Medicaid departments and contracted
managed care organizations have attempted to contain costs by reducing or denying reimbursement for
emergency care based on the encounter’s final diagnoses rather than the patient's presenting symptoms and
concerns, a process that violates the federally mandated Prudent Layperson Standard. 3 It is especially
concerning that these measures are often accompanied by a narrative that emergency departments are
grossly misused since, contrastingly, data from the Centers for Disease Control and Prevention recorded
only 4.3% of emergency department visits in 2016 as nonurgent. 4
On the other hand, several very effective mechanisms for costs savings exist that can be expected to truly
benefit patients, hospitals, physicians, and payors alike: increasing access to primary care, care
coordination, health information exchanges, and alternative payment models. These tools improve
efficiency of healthcare dollars spent by encouraging appropriate use of the healthcare system before,
during, and after an ED visit. Increasing access to primary care and care coordination have shown to
decrease costs by helping patients stay healthier, thus avoiding the need for an ED visit, rather than turning
patients away from the ED once an emergency exists. Health information exchanges (HIE) decrease the
cost of care once a patient is in the ED by decreasing utilization and duplication of healthcare resources.
Seeing as the most expensive decision in healthcare is whether or not to hospitalize a patient from the ED,
alternative payment models for emergency physicians are a very powerful tool for cost savings, allowing
the safe use of outpatient resources after an ED encounter rather than hospitalization. The growing number
of examples of these effective mechanisms for cost savings at the state level further demonstrate the keys
to successful implementation in the future. States looking to contain Medicaid costs should use these
examples to inform future health policy decisions.

Improving Access to Primary Care
It has long been accepted that a lack of access to primary care causes individuals to go to the ED. More
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recently, literature now also goes a bit further than this and clearly supports the fact that improved access
to meaningful primary care actually decreases utilization of the ED.
Michigan is a prime example, where Patient Centered Medical Homes (PCMHs) have a 19% lower rate of
ED visits for adults and a 23% lower rate of primary care-sensitive ED visits for adults, and a 25% lower
rate of ambulatory-care sensitive inpatient stays for adults. 5 This study also showed that ED per member
per month costs were reduced by 9.4% for fully implemented PCMH’s versus 3.6% for not fully
implemented PCHM’s. 6 A specific program in Detroit, Gateway to Health, focused on improving access to
primary care, decreased multiple ED visits for complex patients by 70%. 7
This trend has been shown to be true in other states, such as California, where primary care continuity after
the Affordable Care Act (ACA) was instituted led to decreased ED visits. 8
Similarly, for the Department of Veterans Affairs (VA), 33 VA homeless medical homes and patientaligned medical teams resulted in a 19.0% reduction in ED use and a 34.7% reduction in hospitalizations. 9
Implementing or increasing co-pays for primary care impedes access to primary care and instead increases
ED utilization. 10 To improve adherence to primary care and thereby decrease ED visits, one may argue that
the counterfactual approach, paying individuals to attend primary care appointments, may be beneficial. A
study doing exactly this showed both improved adherence to primary care while decreasing ED visits. 11
They did not show a change in cost. However, they may have been looking at too short of a time horizon
and did not account for “pent up demand” when individuals started using care appropriately. 12 Looking at
longer time window is likely to show decreased costs.
Improvements in Medicaid reimbursement to primary care physicians increase access to primary care as
well. New evidence shows a clear relationship between increasing Medicaid physician reimbursement and
ability for Medicaid enrollees to make an appointment with a new physician. 13 Due to low Medicaid
reimbursement levels, primary care physicians had a harder time taking on new Medicaid patients than
other specialists, such as surgeons or obstetricians.
Lastly, it is important to understand that some studies have evaluated the effects of health care insurance
rather than true access to primary care, leading to misinterpreted data and mixed conclusions in the literature
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as to whether improving access to care increases or decreases ED visits and cost of care. 14 This is especially
true of the studies about the ACA and its effects. The ACA immediately increased insurance coverage.
However, it only more slowly increased true access to care. This was due to several reasons, including 1)
initial limited primary care capacity and 2) high use of healthcare resources for those newly insured patients
who previously had no healthcare and therefore initially had disproportionately complex illnesses. Both
trends took around five years after ACA implementation to catch up to the sudden increase in insurance
coverage. Therefore, it is inaccurate to draw conclusions of the effect of access to primary care based on
trends in the two to three years after the passage of the ACA. Many studies of this time period showed
increased visits to the ED. However, as primary care infrastructure caught up, access to primary care has
improved. 15 16 Not surprisingly, as more individuals are engaged in meaningful primary care, ED visits are
decreasing, cost is decreasing, and overall health is improving. 17 These same trends were clearly
demonstrated in Massachusetts prior to the implementation of the ACA. 18
The Patient Centered Primary Care Collaborative has released a 2018 Evidence Paper on the interaction
between PCMHs and accountable care organizations, which further explores the effect primary care has on
decreasing cost of care, including emergency care. 19

Care Coordination
Care coordination is widely considered to be one of the leading strategies for achieving savings. Care
coordination refers to efforts by Medicaid programs to ensure that patients get the right care at the right
time and in the right setting by creating a bridge across our fragmented healthcare system. States have
implemented separate care coordination entities, managed care contracting strategies, and multi-faceted
interventions to improve how clinical and psycho-social care is care coordinated for Medicaid recipients.
Care coordination must address traditional medical issues, such as chronic medical conditions, as well as
psychiatric and dependency issues. In addition, care coordination services can include non-traditional
medical services that affect health such as transportation, nutrition and housing.
One approach that states can take to enhance care coordination is to connect Medicaid beneficiaries with a
medical home. In a medical home, a primary care provider takes the lead in coordinating an individual’s
care. This includes coordinating with other physicians and support services to improve patient compliance
and outcomes. An added benefit to health homes is the availability of enhanced federal matching funds for
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states — they receive a 90% match for health home expenditures for the first two years of a state’s health
home initiative. 20 21 22
States can also improve care coordination by focusing their efforts on people who use a disproportionate
amount healthcare resources. In Medicaid, these are usually people with one or more chronic conditions,
such as asthma, diabetes, and congestive heart failure. While this group is only about 1% of total Medicaid
beneficiaries, it accounts for 25% of Medicaid spending. Some states are addressing this population by
implementing health homes programs. Distinct from medical homes, health homes specifically target
individuals with chronic conditions and coordinate, through an interdisciplinary team of health care
providers, all primary, acute, and behavioral health and home care services.23 24 25 26
Keys to Care Coordination:
●
Must enhance collaboration with providers and/or provider networks to engage in patient-centered
care coordination, reduce barriers to timely and appropriate care, and minimize duplication of care
efforts and associated costs;
●
Should connect members to outreach services that include transportation planning, respite and
community resources to prevent additional ED visits and repeat trauma;
●
Must frequently analyze the financial and quality impact of various discretionary services provided;
and
●
Should identify chronic, co-occurring conditions that have the biggest impact on health care quality
and cost of care. 27 28 29 30 31
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Successful Programs:
North Carolina has used the medical home strategy. About 80 percent of the state’s Medicaid population is
enrolled in a medical home. In its first year, North Carolina’s program cut the number of ED visits for
children enrolled in Medicaid who have asthma by 8% and the number of inpatient hospitalizations among
the same group by 34%. The state projects that the program will help it save about $160 million each year.32
Missouri uses a health home model. For those enrolled in Missouri’s Community Mental Health Center
(CMHC) health home, hospitalizations dropped from 33.7% in 2011 to 24.6% in 2012. The CMHC saved
Missouri $15.7 million in its first 18 months of operation. 33
Colorado’s The Bridges to Care (B2C) program provides help to Medicaid patients who use the emergency
department frequently. It steers them to primary care providers, assists them in getting prescriptions filled,
and even tries to find them transportation and housing, if needed. The program was developed by the
Camden Coalition of Healthcare Providers, a multidisciplinary, community-based primary care program.
When applied in Colorado, the program led to 30% fewer hospitalizations, a similar reduction in ED visits,
and a 123% increase in primary care visits in six months compared to a control group, according to a study
published in Health Affairs. 34
Future programs are also anticipated to be successful in Ohio and New York, focusing on care coordination
for beneficiaries with serious mental illness and intellectual or developmental disabilities. For more
information on these programs and others, the National Academy for State Health Policy lists programs on
care coordination by each state.35 36 37

Health Information Exchange
The Affordable Care Act has led to the investment and development of HIEs to transfer medical records
between physicians. The goals of the exchanges are to reduce testing duplication, decrease the length of
stay, avoid admissions and to reduce costs. Recent studies have shown HIEs have been successful in
reaching these goals. What’s more, HIE’s have been an impactful tool for physicians to employ safe
practices for administering and prescribing opioids and other high-risk medications.
The University of Michigan showed using Epic’s HIE Care Everywhere reduced ED stays by 26.9 minutes,
patients were 2.5% less likely to receive a CT, 1.6% less likely to receive an MRI, 2.4% less likely to
receive a radiograph, and 2.4% less likely to be admitted. Charges were 6.3% lower than average, resulting
in savings of $1187 per visit. 38
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The Carolina eHEalth Alliance, a South Carolina based private federated HIE that provides ED alert system
within four hospitals in Charleston, reported a $1 million dollar decrease in charges during its first year of
implementation in 2015. 39
HealthlinkNY, which operates the HIE connecting providers and patients across the Hudson Valley and
Southern Tier of New York, reports a reduced average length of stay by more than 7%, reduced rates of 30day readmission by 4.5%, and reduced the odds of a patient being seen by multiple physicians (specialists)
by 12%. 40
HIEs have also been shown to reduce repeat imagining. A study evaluating 20,000 patient visits at 37 EDs
linked by HIEs, compared to a control group of 401 EDs that were not linked by an HIE, showed reduced
repeat imaging for computed tomography (8.7%), ultrasound (9.1%) and chest X-rays (13%). 41
Washington, Oregon, New Mexico and Alaska have all legislatively mandated the use of an HIE system
and have implemented the Collective Medical Network
.
●
In the first year of use, Washington State saw a 10% drop in Medicaid ED visits, 11% reduction in
ED use by high utilizers, 14% reduction in low acuity visits, and a 24% reduction in opiate
prescriptions from the ED. This HIE use and other components of a statewide program call “ER is
for Emergencies” resulted in $34 million dollars in savings for the state in the first year of
implementation. 42
●

Catholic Health Initiatives St. Anthony’s Hospital, a critical access hospital located in Pendleton,
Oregon, was able to reduce unnecessary ED visits from identified frequent ED users from 17 percent
of overall visits to nine percent within six months of implementing the Collective platform. Within
one year, the hospital reduced narcotic prepack prescriptions coming out of the ED by 60 percent and
realized hospital cost savings of $200,000. 43

●

The Northwest Physicians Network collaborated with Pierce County Fire and Rescue using
Collective Medical Software and realized a 44% decrease in unnecessary EMS calls, 47% decrease
in EMS transports, 36% decrease in ED visits, 42% decrease in hospital admissions, and a 31%
decrease in hospital observation stays. 44
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●

Mat- Su Regional Hospital in Alaska saw a 79% percent decrease in opioid prescriptions from 20152018 and a 41% drop in the number of opioids given in the ED after joining Collective Medical. 45 46

Patient Ping is another successful commercially available HIE. National datasets from CMS show
Accountable Care Organizations using PatientPing are saving money. One hundred percent of Next
Generation accountable care organizations (ACOs) who use PatientPing earned shared savings, whereas
just 61% of all Next Generation ACOs did. Also, ACOs in the Medicare Shared Savings Program using
PatientPing saw nearly 20% higher success rate as compared those not using PatientPing. Altogether,
PatientPing customers saved more than $120 million in 2017. 47

Alternative Payment Models
Every day, emergency physicians must make critical decisions about whether their patients should be kept
for observation, admitted to the hospital, or discharged. Fundamentally, we act as a gateway to the hospital
for many patients. Emergency physicians are therefore in a prime position to be meaningful participants in
value-based arrangements and alternative payment models (APMs). However, there are not many
opportunities to do so. To address this gap in available models, ACEP developed an APM called the Acute
Unscheduled Care Model (AUCM) that is focused on Medicare providers and beneficiaries. On September
6, 2018, a federal advisory committee called the Physician-Focused Payment Model Technical Advisory
Committee (PTAC) recommended the AUCM to the Secretary of the United States Department of Health
and Human Services for full implementation.
The AUCM enhances the ability of emergency physicians to reduce inpatient admissions and observation
stays, when appropriate, through processes that support care coordination and consider patient preference.
Emergency physicians become members of the continuum of care as the model focuses on ensuring followup, minimizing redundant post-ED services, and avoiding post-ED discharge safety events that lead to
follow-up ED visits. States can apply these same principles for payment reform and quality improvement
into state-based or contracted Medicaid models. To help initiate state efforts to improve care and lower
costs for this population, ACEP has developed principles for a successful emergency medicine APM
(Appendix A).
In order to provide the necessary flexibility and tools to better coordinate care for patients, an APM should
include additional payments for ED acute care transition services, telehealth services, and post discharge
home visits to bridge the gap until primary care or specialty referral is available. Suggested CPT codes for
ED transition services are in Appendix B; these same codes were submitted to the American Medical
Association CPT Editorial Panel in June of 2016. Alternatively, a state could assign value to the pre-existing
codes for transitional care, 99494 and 99495. Additionally, states would need to assign value to the
preexisting codes for telehealth services and home visits as applicable for emergency physicians to perform
after ED discharge.
In summary, states that have increased access to primary care, improved care coordination from the ED,
implemented health information exchanges, and moved towards alternative payments models for
emergency physicians have demonstrated that significant cost of care savings can be realized. Therefore,
there is no need for states to consider alternative attempts at cost savings, such as ED copays, which are
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less effective and pose a dangerous barrier to true emergency care. Emergency physicians look forward to
working with state policy leaders to improve Medicaid program financial viability by reshaping the delivery
and reimbursement of emergency care.
Created by members of ACEP’s Federal Government Affairs Committee, State Legislative/Regulatory
Committee, and Reimbursement Committee - Jeffrey Bettinger, MD, FACEP; Jeffrey Davis; Wesley
Fields, MD, FACEP; Dan Freess, MD; Sarah Hoper, MD, JD; Dennis Hsieh, MD, JD; James Maloy, MD;
Lisa Maurer, MD, FACEP; Susan Nezda, MD, FACEP; Ashley Norse, MD; Randy Pilgrim, MD, FACEP;
and Brad Uren, MD, FACEP - June 2019.
Reviewed by the Board of Directors – July 2019.

Appendix A

Emergency Medicine Principles for
Alternative Payment Models (APMs) for the Medicaid Population
Overall Model Structure
•

Voluntary Model: Since each ED services a unique community, the ability of an emergency physician
to successfully participate in an APM is dependent on current infrastructure, case-mix, and experience
in risk-contracting. Therefore, any emergency medicine-focused APM should be voluntary and should
not mandate participation.

•

Eligible Participants: An APM should allow providers specializing in emergency medicine to
participate regardless of employment model (independent group, regional group, national group,
employed physicians, and faculty practice plan). The model should also be amenable to implementation
in both urban and rural areas.

•

Bundled Payment Model: Most patients come to the ED with episodes of acute unscheduled care.
Therefore, ACEP believes that a bundled payment model that holds emergency physicians accountable
for total costs over a post-ED discharge period is the most appropriate model structure.

•

Length of Episode: The length of the episode should be between 7- and 30-days post-ED discharge.
ACEP set an episode length of 30 days for the AUCM, based on an analysis of Medicare claims data,
but a shorter period may be more appropriate for Medicaid recipients.

•

Triggering Episodes: An APM should begin with a few high-volume ED undifferentiated conditions
(such as abdominal pain, altered mental status, chest pain, and syncope) and then expand to more
conditions over time. ACEP believes that diagnoses which result in greater than a 90 percent admission
rate per condition should be excluded, as movement to a discharge model might harm patients.

•

Qualifying ED Visit: An APM should capture most ED visits from patients with the select conditions.
ED visits that should be included include those that: 1) result in a discharge to home or the community;
2) an inpatient admission; or 3) an observation stay. However, the APM should include appropriate
exclusions, such as deaths in the ED, hospice patients, or individuals with an inpatient admission
occurring up to 90 days prior to the ED visit.

•

Payment Incentives: In order to provide the necessary flexibility and tools to better coordinate care
for patients, an APM should include additional payments for ED acute care transition services,
telehealth services, and post discharge home visits to bridge the gap until primary care or specialty
referral is available.

•

Continuation of Existing Standard of Care: The APM should not alter the basic practice standards
for emergency care.

Payment Methodology
•

Reconciliation Payments: Like a typical bundled payment model, spending for an episode should be
compared to a benchmark or target price. If spending for episodes is less than the target price, a model
participant would be eligible for a positive reconciliation payment. If spending for episodes exceeds
the target, then the participant would be required to reimburse the Medicaid payer (subject to stop
gain/stop loss requirements).

•

Determining the Target Price: ACEP believes that an APM should include facility-specific target
prices that are based upon individual hospital historical spending, as this best reflects the impact of
patient comorbidities and social determinants of health in the population that they serve. National or
regional benchmarks should not be incorporated initially but may be considered after participants have
experience in the model. The target price can include a small discount to guarantee savings for the
Medicaid program. The size of the discount can include a range that is dependent on a participant’s
quality score (the better the performance on quality, the lower the discount). Finally, the target prices
should be updated annually, and risk adjusted using the CMS-HCC methodology or other methodology
determined by the state. The original target price should always be factored into the updated target price
calculation.

Quality Performance
•

Quality Scoring Methodology: An APM should have a robust quality scoring methodology that
appropriately awards emergency physicians who provide high quality care to their patients. ACEP
believes that the quality measures included in the model should focus in three areas: patient engagement
(Safe Discharge Assessment), the process of care coordination (Shared Decision Making), and postdischarge outcomes (Event-free Post-discharge rate). Performance on metrics within these three areas
should determine a participant’s eligibility for positive reconciliation payments, and, as described
above, the size of the discount built into the target price.

Level of Financial Risk
•

Transition to Downside Risk: Consistent with other APMs, the amount of savings and losses that
participants would either receive or be liable for should be capped at certain percentages. An APM
should include options for risk-sharing that balance the needs of groups who may not initially have the
infrastructure to effect care redesign or the cash reserves to take on risk, with those of groups who
would like to accept downside risk immediately.

•

Qualifying as an “Other Payer Advanced APM”: An APM should include a financial risk option
that allows the model to count as an “Other-Payer Advanced APM” under the Center for Medicare &
Medicaid Services (CMS) regulations governing the Quality Payment Program. Currently, physicians
can become eligible for a five percent Medicare bonus and avoid reporting measures under the Meritbased Incentive Payment System (MIPS) by participating in a combination of Advanced APMs with
Medicare and Other-Payer Advanced APMs. Other-Payer Advanced APMs are non-Medicare payment
arrangements (including Medicaid models) that meet criteria that are similar to Advanced APMs under
Medicare.

Appendix B

Proposed CPT Codes: ED Acute Care Transition for Predominantly
Medical Complaints and Conditions Service
Axx1 – Medical decision making and/or care management plan of low to moderate complexity, services
may typically include establishing new, time certain primary care within a short time frame in a patient
previously unattached to any routine care, establishing time certain follow up for Medicare beneficiaries
with medical problems requiring procedural action or reassessment (such as wound care), or reviewing and
substantially revising an existing care plan. The plan of care, including such items as medication
management, equipment/supply availability, treatment adherence and completion of scheduled
appointments, will be monitored by follow up communication with either patient or follow-up provider to
determine that the patient was able to execute the plan of care and/or received the services as scheduled.
Axx2 – Medical decision making and/or care management plan of moderate to high complexity, services
may typically include establishing new, time certain specialist care for a problem identified in the
emergency department visit and requiring specific, timely evaluation or action, coordinating the care of
other professionals and agencies, addressing significant barriers to ongoing outpatient care such as mobility,
transportation, or home safety, for example. The plan of care, including such items as medication
management, equipment/supply availability, treatment adherence and completion of scheduled
appointments, will be monitored by follow up communication with either patient or follow-up provider to
determine that the patient was able to execute the plan of care and/or received the services as scheduled.
Axx3 – Medical decision making and or care management of high complexity such as that complicated by
multiple or serious medical or psychiatric comorbidities, services may include establishing admission,
arranging transport, and communicating the plan of acute care to inpatient sub-acute rehab, skilled nursing
facility, inpatient psychiatric facility, inpatient substance abuse treatment facility, or establishing home
health services including home hospice or similar alternative to acute hospital admission. The plan of care
will be monitored for completion, by follow up communication with either patient or intended provider to
determine that the patient received the services as scheduled. The site of service for the arranged admission
must be distinct from the routine process of admission by being geographically and/or operationally distinct
and must represent a more effective or appropriate site of service than acute hospitalization. (That is
admission to a physically contiguous or otherwise closely associated facility or transfer to another acute
care hospital such that it would be part of standard admission or transfer workflow, would be part of the
ED evaluation and management (E&M) service and not eligible for this service).

