AAMC Summary and Analysis

FISCAL YEAR 2001 MEDICARE INPATIENT PPS PROPOSED RULE:
PROVISIONS OF INTEREST TO THE ACADEMIC MEDICAL COMMUNITY

On May 5, 2000, the Health Care Financing Administration (HCFA) published its annual
proposed rule containing changes to the Medicare hospital inpatient prospective payment
system (PPS) and the PPS payment update for Federal fiscal year (FY) 2001. See
Medicare Program; Changes to the Hospital Inpatient Prospective Payment Systems and
Fiscal Year 2001 Rates; Final Rule. 65 Fed. Reg. 26282. The proposed rule can be
obtained by accessing the AAMC’s issue brief on this topic at:
http://www.aamc.org/advocacy/issues/medicare/pps01.htm

Among other items, the proposed rule includes the update factor for inpatient PPS
payments, and changes related to Medicare disproportionate share (DSH) payments, the
wage index, and the outlier payment threshold. Of particular importance to the academic
medical community, however, are the proposed changes in the methodology for
calculating Medicare direct graduate medical education (DGME) payments, as mandated
by the Balanced Budget Refinement Act of 1999 (BBRA).

The financial impact analysis included in the proposed rule estimates that due to all of the
changes in the proposed rule—including a reduction in the indirect medical education
(IME) adjustment from 6.5 percent to 6.25 percent—average per case payments in FY
2001 for all hospitals will increase by 1.2 percent compared to FY 2000 payments.
Teaching hospitals with 100 or more residents will see per case increases of only 0.8
percent, compared to 1.1 percent and 1.4 percent for other teaching and nonteaching
hospitals, respectively.

Comments on the proposed rule are due July 5, 2000.
L PPS Payment Rate Update

The proposed rule would implement an increase to the standardized payment amount for
hospitals’ per case payments under the PPS of 2 percent in FY 2001. This update reflects
the requirement in the Balanced Budget Act of 1997 (BBA) that the Medicare payment
update equal the increase in the hospital market basket less 1.1 percentage points. As of
the publication of the proposed rule, the estimate of the market basket increase was 3.1
percent.

Analysis—The actual update will reflect the most recent estimate of the market basket
increase at the time the final rule is published in early August. The AAMC, along with
other hospital associations, is seeking legislation to increase the update. Two bills have
been introduced, H.R. 3580 and S. 2018, that would set the payment update equal to the
full market basket increase for FY 2001.






