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recommendations would be preferable
to a wage index that could be developed
by the traditional rulemaking process,
both for the hospice community as a
whole, and for the Medicare
beneficiaries it serves. The proposed
rule announcing the revised hospice
wage index, including a description of
the methodology used to calculate the
index, will be published in the spring of
1996. The Committee Statement signed
by all committee members is reprinted
below.

United States Department of Health and
Human Services Negotiating Committee on
the Medicare Hospice Wage Index

Committee Statement
April 13, 1995.

The Negotiating Committee on Medicare
Hospice Wage Index has concurred in the
following recommendations, considered as a
whole, concerning the wage index used to
adjust Medicare payment rates for hospice
services to reflect geographic differences in
wages:

A. Data to be Used

The wage index for hospices will be based
on the wage index used by the Health Care
Financing Administration (HCFA) for
hospitals under the Medicare Prospective
Payment System, prior to reclassification.
This means that the hospital wage index will
not be adjusted to take into account the
geographic reclassification of hospitals in
accordance with sections 1886(d)(8)(b) and
1886(d)(10) of the Social Security Act.

The hospital wage index prior to
reclassification will be referred to in this
statement as the Raw Index and will be
adjusted as provided below to calculate what
will be referred to as the Revised Wage Index.

Special provisions governing a transition
period are described in paragraph D below.

B. Budget Neutrality

HCFA will determine a Budget Neutrality
Factor that will be applied to achieve
neutrality during and after the transition
period. Budget neutrality means that, in a
given year, estimated aggregate payments for
Medicare hospice services using the Revised
Wage Index will equal estimated payments
that would have been made for the same
services if the wage index adopted for
hospices in 1983 (1983 Index) had remained
in effect. HCFA will estimate aggregate
payments for Medicare hospice services
using the best available utilization data.

C. Adjustments

Each Raw Index value will be adjusted in
one of two ways to determine the Revised
Wage Index value applicable to each area.

(1) If the Raw Index value for any area is
0.8 or greater, the Revised Wage Index will
be calculated by multiplying the Raw Index
value for that area by the Budget Neutrality
Factor.

(2) If the Raw Index value for any area is
less than 0.8, the Revised Wage Index will be
the greater of either:

(a) The Raw Index value for that area
multiplied by the Budget Neutrality Factor;
or

(b) The Raw Index value for that area
multiplied by 1.15 (in effect, a 15-percent
increase), but subject to a maximum index
value of 0.8.

D. Transition Period
The Revised Wage Index will be

implemented over a 3-year transition period
beginning on or about October 1, 1996. For
the first year of the transition period, a
blended index will be calculated by adding
two-thirds of each 1983 index value for an
area to one-third of the Revised Wage Index
value for that area. During the second year of
the transition period, the calculation will be
similar, except that the blend will be one-
third of the 1983 Index values and two-thirds
of the Revised Wage Index values. During the
third year the Revised Wage Index will be
fully implemented.

Throughout the transition period, new
hospices will be treated the same as existing
hospices based in the same county.

E. Annual Updates
The Revised Wage Index will be updated

annually, so that it is based on the most
current available data used by HCFA to
construct the hospital wage index, as well as
on changes by the Office of Management and
Budget to Metropolitan Statistical Areas as
adopted by HCFA in calculating the hospital
wage index.

HCFA will use the most current hospital
cost report data available that allows HCFA
to publish a proposed rule containing wage
index values at least 4 months in advance of
the effective date of each annual update to
the Revised Wage Index.

F. Effective Date
The effective date of a final rule revising

the wage index as stated above should be
October 1, 1996.

G. Statement to Accompany Proposed and
Final Hospice Wage Index Notice

The proposed rule is based upon a
Committee Statement developed by a
Negotiating Committee on the Medicare
hospice wage index which was convened
under the Negotiated Rulemaking Act. A new
hospice wage index is needed because the
existing hospice wage index is based on a
1983 wage index using 1981 Bureau of Labor
Statistics (BLS) data which is inaccurate and
outdated.

The Committee reached consensus;
however, this means only that all Committee
members could ‘‘live with’’ the agreement,
considered as a whole, even if elements of
that agreement were not the preferred choice
of individual Committee members. The
Committee Statement reflects those issues
upon which the Committee ultimately
concurred, but does not address many issues
that were considered by the Committee.

The Committee considered the appropriate
data to be used to construct a wage index, the
appropriateness of retaining a 0.8 floor,
budget neutrality, and how to structure a
transition to timely update the index yet
ensure access to hospice care. In particular,
the Committee considered the problems

faced by hospices that would receive
significant decreases under the new wage
indices, rural hospices, hospices with low
wage indices, and hospices that may have
disproportionately high non-wage costs.

The Committee received extensive
information from experts who appeared
before the Committee and from the hospice
community, and sought public input. While
considerable data was reviewed, the
Committee acknowledges that hospice data
collection is maturing and encourages its
continued development. In addition, while
other issues were identified, the scope of the
Committee’s negotiations was limited by the
Notice of Intent to Negotiate.

Given these constraints, and taking into
account the differing and conflicting interests
that would be significantly affected, the
Committee sought to develop a wage index
that would be as accurate, reliable, and
equitable as possible, but would not threaten
access to hospice care.

The Committee recognizes that hospice
care is still not universally available. The
Committee further recognizes that there may
be geographic or other circumstances that
inhibit the provision of hospice care. The
Committee strongly requests that HCFA
consider options to address these access
problems.

Reaching consensus was a long and
deliberative process. The Committee
concurred that the wage index it
recommends will be better both for the
hospice community as a whole, and for the
Medicare beneficiaries it serves, than a wage
index developed by the traditional
rulemaking process.

Authority: Section 1814(i) of the Social
Security Act (42 U.S.C. 1395(f)).
(Catalog of Federal Domestic Assistance
Program No. 93.773 Medicare—Hospital
Insurance Program; and No. 93.774,
Medicare—Supplementary Medical
Insurance Program)

Dated: October 25, 1995.
Bruce C. Vladeck,
Administrator, Health Care Financing
Administration.
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The inventions listed below are
owned by agencies of the U.S.
Government and are available for
licensing in the U.S. in accordance with
35 U.S.C. 207 to achieve expeditious
commercialization of results of
federally-funded research and
development. Foreign patent
applications are filed on selected


