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EXECUTIVE SUMMARY

In 1989 Congress established the Medicare Geographie Classification Review Board,
The Board accepts applcations for hospitals that can show that they meet certain criteria to be
reclassified either from a rural area to an adjacent urhan area or fros one urban area to another
adjacentt urban avea if the hospital can demonstrate that its costs are more Hke the adjacent area.

" “Fhis allows such hospitals to obtain cither a wage index or the standardized amount of the
adjacent arez and in essence rewards the hospital with additional payﬁlL ﬁe Department of
‘Health and Humae Services has fong recognized that by mclas'sifyiné a high paid rrrat hospital |
into a nearby urban area, if the 1iz.igh paying hospitals wages and hours are semoved [ron the
statesvide ruzal areas wage index, then tho statewido rural wage index would phanmet cansing
the mammg nural hospitals o have & lower wage index and therefore lower Medicare payment.
The Health Care Finaucing Administration implepented a “Hoor” to prevent the rural hospital
wage mdex from going down xs 2 result of hospitals reclassifying to wrban a.&.-as. In egsence, . :
they left the reclassifying hespitals wages snd costs in the rural wage index.

Congress, however, apparently failed h.u mmdsr that an urban husﬁi!}al reclassifying to
another urban area could similarly cause the remaining hosgnais in the original ares to %wil.q: :.

with & lower wage index and thereby lower payment 48 a result of the rectassification’of one or

Bl g

more hospitals out of that Metropolitan Statistical Area (MSA),

L2 o]

' “Ttie hospitals sevk sither a regulatory or legistated "floor” which would protect the im-

teclassified wrban hospitals in sxactly the same way Congress has protected the rural hospitals

R AF

since geographic reclassiffeation was impilemented in federsl fiscal year 1992,

2
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