
 
 

 

 

May 23, 2017 

 

 

U.S. Senator Orrin G. Hatch 

Chairman, Senate Finance Committee 

104 Hart Office Building 

Washington, D.C.  20510 

 

Dear Senator Hatch: 

 

On behalf of the members of the Missouri Hospital Association, I submit the following 

comments and recommendations concerning the Senate Finance Committee’s review and 

revision of the American Health Care Act of 2017.  We appreciate having the opportunity to do 

so. 

 

Your solicitation of comments lists three objectives for the Senate’s work on this legislation: 

 address harmful taxes and mandates 

 provide patient-focused reforms that address cost 

 give American families greater control of their health care decisions 

 

These comments are organized accordingly. 

 

EQUITY OF FUNDING AMONG THE STATES 

 

Federal taxes and benefits can be harmful by virtue of their inequitable distribution among 

similarly situated Americans.  This can be as detrimental and corrosive as a tax that is equitably 

distributed but burdensome in its amount or scope.  MHA urges the Senate to be attentive to how 

its legislation will address equity of funding among the states. 

 

As passed by the House of Representatives, the American Health Care Act targets funding 

enhancements and losses specifically to states that expanded Medicaid eligibility under the ACA 

and states that did not.  Nonexpansion states are exempted from Medicaid disproportionate share 

hospital payment reductions slated to begin in October 2017.  Expansion states incur an added 

share of those Medicaid DSH cuts for two years, but then themselves are exempted.  Expansion 

states are eligible for additional years of enhanced federal funding, with nonexpansion states 

eligible for funding from a Medicaid safety net fund. 

 

On balance, the federal largess awarded by the House version of the AHCA for these targeted 

initiatives flows to residents of expansion states.  On a per capita basis, they receive more than 

the residents of nonexpansion states ― 61.9 percent more. 
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The details are shown in the following table.  In the early years of the AHCA, residents of 

expansion states receive substantially more in net benefits because of the enhanced federal 

matching funds that continue to flow to those states to maintain their eligibility expansions.  

 

 
 

The chart below shows that expansion states receive a more significant Medicaid payment 

reduction in 2019 to 2021 than the nonexpansion states.  However, they do so from a much 

higher starting point.  From 2012 to 2025, expansion states will reap an additional $680.6 billion 

if the House version of the American Health Care Act is enacted.  

 

 

The House of Representatives did acknowledge the divide between expansion and nonexpansion 

states and took action to close this gap.  However, as this analysis shows, they came up far short 

of achieving equity.   

 

REPEAL THE ACA’S WAGE INDEX MANIPULATION 

 

The Patient Protection and Affordable Care Act of 2010 (ACA) includes another stellar example 

of federal law providing inequitable benefit to some states at the expense of others.  This should 

be the low-hanging fruit for any congressional effort to use the AHCA to repeal the worst aspects 

of the ACA.   
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The one-sentence change — Section 3141 of the ACA — revises the Medicare average wage-

index system, which adjusts certain payments to hospitals as a way to account for differences in 

labor costs among regions. 

 

Before the ACA, changes in hospital wage-index classifications and the application of a “rural 

floor” for payments were budget-neutral within the affected state.  They only affected other 

hospitals in that state.  The ACA law distributes the costs of those changes to hospitals 

nationwide. 

 

An orchestrated reclassification of a small critical access hospital on Nantucket Island off the 

coast of Massachusetts, coupled with the application of the national “rural floor” standard, has 

allowed Massachusetts to reap a windfall for a number of years.  In Massachusetts, the payment 

increase stems from the higher labor costs of the isolated island hospital, which becomes the 

rural-floor payment standard for the state’s hospitals.  The ACA law directs that hospitals 

nationwide will have their Medicare payments reduced to offset the higher payments.  The net 

effect — Massachusetts hospital payments increased by 3.6 percent in fiscal year 2016, while 

Missouri and most other states’ hospital payments dropped 0.4 percent.  Also, the effect of this 

law has evolved to benefit hospitals in several other states at the expense of others.  In FY 2016, 

approximately 11 percent of the affected hospitals received increases that come at the expense of 

the other 89 percent.   

 

It is time to stop the continuation of this bad policy.  This manipulation of the Medicare hospital 

wage index system was inserted into the ACA without debate, deliberation or analysis.  It now 

has cost Missouri more than $100 million in Medicare payments.  This loss does not create 

governmental savings.  Rather, this misguided earmark transfers money between states, to the 

benefit of a few states that have manipulated the wage index system at the expense of Missouri 

and more than 40 other states.  A national congressional district analysis suggests overwhelming 

support for repeal based on the net effects on constituent hospitals. 

 

THE ROLE OF CENTERS FOR MEDICARE & MEDICAID SERVICES’ 

MARKETPLACE OFFERINGS 

 

Another objective cited in your solicitation of comments is to give American families greater 

control over their health care decisions.  The best way for a family to have such control is for it 

to have health insurance coverage, preferably that it has a financial stake in purchasing in 

keeping with its financial capacity.  The uninsured have few options and little leverage to 

exercise control over where, when and how they interact with the health care system. 

 

CMS’ marketplace insurance offerings are playing an important role in supporting Missouri’s 

health financing and delivery system.  In 2016, 252,000 Missourians paid premiums to receive 

coverage from private sector insurers through the ACA’s health care marketplace.  If the 

subsidies for such coverage are allowed to lapse, these Missourians on average will lose a 

$317 subsidy of a $407 monthly premium for coverage.  All likely will become uninsured, 

wresting away much of their ability to control their health care decisions.  MHA urges the Senate 
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Finance Committee to maintain or improve the level of coverage provided by the ACA.  To do 

otherwise is to move backward, not forward.   

 

REFINING SYSTEMS TO EMPHASIZE INDIVIDUAL PATIENT NEEDS 

 

Finally, the solicitation letter urges attention to patient-focused reforms that address cost.  

Patient-focused must necessarily mean being attentive to the individual patient and his or her 

needs.  Currently, too many CMS payment formulas, assessment criteria and data standards are 

blind to the effect of sociodemographic factors.  These factors shape the needs of the patient and 

they should be reflected in CMS’ system for allocating resources to address those needs.  MHA 

urges greater emphasis on incorporating sociodemographic adjustments into CMS’ payment and 

quality assessment systems.   

 

Sincerely, 

 

 

 

Daniel Landon 

Senior Vice President of Governmental Relations 

 

dl/djb 

 


