
 

 

 

 

May 17, 2019 

 

 

Seema Verma, Administrator 

Centers for Medicare & Medicaid Services, Department of Health and Human Services 

Attention: CMS-1716-P 

P.O. Box 8013 

Baltimore, MD 21244-1850 

 

RE: Medicare Wage Index Changes of Proposed Payment and Policy Updates for Fiscal 

Year 2020 (CMS-1719-P) 

 

On behalf of its 143 member hospitals, the Missouri Hospital Association offers the following 

comments regarding the regulatory revisions to the Medicare wage index included in the 

proposed regulation CMS-1719-P.  

 

MHA supports the Centers for Medicare & Medicaid Services’ proposed changes to the 

calculations and supporting data used to determine the Medicare wage index for fiscal year 2020. 

We encourage CMS to finalize the changes as proposed. 

 

In proposing these changes, CMS is following Congress’ intent. Last year’s Labor-HHS 

appropriations report, S. Rept. 115-289, encouraged the Secretary to consider the causes of 

growing wage index disparities. CMS has acknowledged in its previous regulatory comments 

that there is justification for geographical variation in the wage component on Medicare 

payments. However, the practical application of this process has been skewed to the point of 

perpetrating and perpetuating inequity. MHA believes that immediate changes are needed to stop 

the cycle of circularity in which the low-wage index hospitals find that their depressed payments 

put them in an intractable downward spiral, with no hope or opportunity to close the gap between 

themselves and their upwardly-spiraling, high-wage index counterparts. CMS appears to concur. 

In its rulemaking, it states that “we also agree that addressing this systemic issue does not need to 

wait for comprehensive wage index reform given the grouping disparities between low- and 

high-wage index hospitals, including rural hospitals that may be in financial distress and facing 

potential closure”.  

 

The consequences of that downward spiral, and the widening chasm, are stark. With dwindling 

revenues, low-wage-index rural hospitals in Missouri are ever more challenged to offer the 

services their communities need. 112 of Missouri’s 114 counties are designated in at least one 

measure as health professional shortage areas. The shortage of providers is particularly acute 

regarding behavioral health services. The distribution of psychiatrists and clinical psychologists 

across the state of Missouri is such that much of the state is a behavioral health desert. Hospitals 

with Medicare payments depressed by a flawed wage index system cannot afford to recruit and 

retain the providers their patients need.  
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WAGE INDEX REVISIONS 

 

In its proposed rulemaking, CMS proposes to increase the wage index for hospitals with a wage 

index in the bottom quartile, which is calculated to be at or below 0.8482. Wage indices in the 

bottom quartile would be increased to be halfway between the initial wage index value and the 

25th percentile of 0.8482. Funding to support this increased payment rate is generated by 

redistributing payments from hospitals in the top quartile, which is calculated to be 1.0351 or 

above.  

 

The proposed rulemaking limits the redistribution of funds from hospitals in the top quartile of 

the wage index by applying a uniform multiplicative budget neutrality factor and capping the 

reduction so that the wage index for FY 2020 is not less than 95% of the FY 2019 wage index. If 

a hospital’s reduction exceeds five percent, the excess is redistributed to other lower-wage index 

hospitals. In Missouri, the proposed change to the wage index is projected to increase payments 

to its hospitals by $7.5 million. After applying the budget neutrality adjustment due to the 5 

percent stop-loss, this brings the net gain down to $3 million. While MHA would prefer these 

buffers be removed for the first year, it understands the importance of softening the reduction 

over a 2 year transition as proposed. 

 

MHA supports the intent and application of the proposed wage index formula.  

 

NATIONWIDE RURAL FLOOR BUDGET NEUTRALITY ADJUSTMENT 

 

MHA continues to oppose the application of a nationwide rural floor budget neutrality 

adjustment. CMS has long recognized the problems and inequities raised by this nationwide rural 

floor budget neutrality factor. In its CY 2012 OPPS final rule (CMS-1525-FC), CMS expressed 

concern that allowing a change in hospital status as occurred in Massachusetts through the 

Affordable Care Act distorts wage indexes across the nation: 

 

“… In recent years, we have become concerned that hospitals converting their status 

significantly inflate wage indices across a State … Hospitals in Massachusetts can expect an 

approximate 8.7 percent increase in IPPS payments due to the conversion and the resulting 

increase of the rural floor. Our concern is that the manipulation of the rural floor is of 

sufficient magnitude that it requires all hospital wage indices to be reduced approximately 

0.62 percent as a result of nationwide budget neutrality for the rural floor (or more than a 

0.4 percent total payment reduction to all IPPS hospitals).” 

 

The Department of Health and Human Services also has shared concerns about the national rural 

floor adjustment by stating “only urban hospitals can benefit from the rural floor provision. 

Because the provision is budget neutral, all other hospitals (that is, all rural hospitals and those 

urban hospitals to which the adjustment is not made), experience a decrease in payments due to 

the budget neutrality adjustment applied nationally to their wage index.” 
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MHA appreciates CMS pointing out the absurdity of this provision within a prior proposed rule 

by highlighting a March 2017, Office of Inspector General report showing how a single hospital 

over-reported dollars and under-reported hours, driving up the average hourly wage. The OIG 

estimated this error resulted in more than $133 million in Medicare payments being redirected to 

Massachusetts hospitals. It is clear that the current application of the rural floor is flawed if a 

single hospital can generate such a significant shift of payments and have the cost borne by 

hospitals in many other states. 

 

Within the FY 2020 proposed rule, CMS continues to cite problems with the national application 

of the rural floor. The OIG reported that “significant vulnerabilities exist in the hospital wage 

index system for Medicare payment.” One of these vulnerabilities is using wage data from an 

urban hospital that reclassifies to rural status to set the rural floor. The OIG continued by stating 

that the “legislative intent of the rural floor was to correct the ‘anomaly’ of ‘some urban hospitals 

being paid less than the average rural hospital in their states’.” MHA agrees with CMS’ assertion 

that “urban to rural reclassifications have stretched the rural floor provision beyond a policy 

designed to address such ‘anomalies’.” MHA also agrees that this vulnerability does nothing 

more than exacerbate the ‘downward spiral’ for low-wage-index hospitals. 

 

To address this vulnerability, CMS is proposing to soften the adverse effect of the current policy 

by excluding wage index data from a hospital reclassified from an urban setting to a rural setting. 

While this does not eliminate the national application of the rural floor, it will narrow a loophole 

used by some to artificially increase the rural floor. MHA continues to urge CMS to find ways to 

use regulations to curtail the adverse effects of Section 3141 of the Affordable Care Act and 

restore integrity to the hospital wage index system. We appreciate CMS proposing to make 

changes within its authority to reduce the amount of payments going to highly urbanized states at 

the expense of states who are primarily rural. MHA urges CMS to implement this proposed 

regulatory change in FY 2020. 

 

Thank you for the opportunity to comment and for your consideration of these issues. 

 

Sincerely, 

 

 

Daniel Landon 

Senior Vice President of Governmental Relations 
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