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EXECUTIVE SUMMARY S

in 1989 Congress established the Medicare Geographic Classiication Review Board.
The Board accepts applicatioos for hospitals that can show that they meet certain oTiteria to be
reclassified either from 2 rursl area to an adjacant urban area or from one urban area to another
adjacent vrban area if the hospital can demonsirate that #s costs ae mor;c like the adjacent area.
This alfows such hospitals 1o obtzin either a wage index or the standardized amount of the
adjscent area and in essence rewards the hospital with additional payment. The Dcpmmt..of - a
‘Health and Human Services has long recognized that by rechuisifying a high peid rurat bospital |
o a nearby urban arég.,- if the h.igh prying hospitals wages and hours are pomovad from the

statewide rural areas wage index, then the statewide nxal wage index wonld plummet censing

the romaining rural hospitals to bave a lower wage index and lhmfore lower Medicare payment,
The Health Care Financing Adnginistration implemented a ”ﬂﬂor" e pre:vcm the ruzal hospital
“yvage index from going down as a result of hospitals r::classzfymg 1o wiban areas. In sssence,
they left the reclassifying hospitals wages and costs in the nral wage index. B |
Congress, nowever, apparently failed to c:rms:d&r that an urban hospital reclassifying to
anather urban area conld szmﬂley cause the remaining haspnals inthe ﬂugwai meato cnd Hp
with 2 lower wage mdn:x angd thereby lowez pa}'mml 33 & resulf of the reclassification of one ot .
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more hospitals out of that Metcopotitan Statistical Area (MSAL

LEn - =

The hospitals seek sither a regulatdry or legislated "floor™ which would protect the un-

® reclassified urban hospitals in exactly the same way Congress has protected the nural hospitals 3 ;

since geojraphic reclassification was implemented in federal fiscal year 1992,
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