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MANIPULATION OF THE MEDICARE AREA WAGE INDEX 
Congressional Earmark Hurts Missouri 

 
 

In a victory for Missouri and many other states, the Centers for Medicare & Medicaid Services has 
denied Nantucket Cottage Hospital ― a 19-bed hospital on Nantucket Island, Massachusetts ― the 
opportunity to revise its previously-submitted Medicare wage index data.  Citing assorted “errors,” the 
hospital had sought to revamp its data nearly two months after CMS’ deadline for submitting final data.  
Because Nantucket Cottage Hospital’s wage data is the benchmark for most of Massachusetts’ hospitals, 
the flawed data significantly reduces, but does not eliminate, the windfall payments that 
60 Massachusetts hospitals will receive for federal fiscal years 2017-2019.  Based on an orchestrated 
reclassification of Nantucket Cottage Hospital coupled with a law enacted by the Patient Protection and 
Affordable Care Act of 2010, those Massachusetts hospitals have reaped an estimated $1.3 billion in 
redirected Medicare inpatient and outpatient payments in fiscal years 2012- 2017.  A few other states 
also have profited.  The gains come at the expense of hospitals across the nation, which have their 
Medicare payments cut to offset the higher payments in Massachusetts.  MHA spearheaded the 
successful effort to block the submission of new data as part of a coalition representing 21 state hospital 
associations and the National Rural Health Association. 
 
Missouri’s share of the reduction since 2012 is $89 million in inpatient and outpatient payments.  In 
recent years, Missouri’s share has been a reduction in inpatient and outpatient payments of $15 million 
annually.  As shown below, CMS’ decision reduces Missouri’s manipulation-induced loss of inpatient 
PPS payments by 30 percent in 2017.  (CMS routinely publishes only the inpatient effect; not the 
outpatient effect.)  Considering both inpatient and outpatient payments, Missouri’s 2017 gain is 
$4.4 million.   
 

 
The respite is certainly welcome and overdue, but it will be short-lived as the Nantucket Cottage 
Hospital data is corrected in the future and the three-year rolling average plays out.  While the CMS 
decision temporarily curbs its effect, the manipulation of the Medicare wage index to benefit some 
states at others’ expense needs congressional action in 2017 to be stopped.   
 
Missouri’s congressional delegation is engaged.  In the current term, Senator Claire McCaskill 
introduced S. 1135, which would end the manipulation.  Senator Roy Blunt is a co-sponsor.  Missouri 
Representatives Sam Graves, Billy Long, Blaine Luetkemeyer, Jason Smith, Ann Wagner and Vicky 
Hartzler are co-sponsors of the House counterpart, H.R. 1479.  MHA thanks them for their leadership 
on this issue.  We urge other Missouri legislators to join them.   
 
In 2017, MHA looks forward to working with its delegation, the coalition and 
others to translate sponsorships into momentum, negotiation and enactment. 
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