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EXECUTIVE SUMMARY

I 1989 Congress established the Medicare Geographic Clessifioation Review Board
The Board accepts applications for hospitals that can show that they meet certain criteria to be
reclassified either from a rural area to an adjacent urban area of from one urban area to another
adjacent yrben area if the bospital can demonstrate that its costs are mor.c Iike the adjacent ares.
This allows such hospitals to obtain cither ﬁ wage index or the standardized amount of the
adjacent area and in essence rewards the hospital with ad:huoml payment. The Dopartment of _
Hiealth znd Human Services has Tong recognized that by reclassifying 2 high paid rural fiospital
into a nearby wrhan ares, if the high paying hospitals wages and ﬁoms are removed fom the
statewide rural areas wage index, then the statewids niwal wege index would phanmet causing
the m&mg rural hospitals to have 5 lower wage index and therefore lower Medicare payment. . ;
‘The Health Care Financing Administration impleented a *fioor” to prevent the rural hospital
wage fndax, from going down as a result of hospitals reclass:.fymg to wrbam a.rcas I essence,
b . they left the reclassifiying hospitals wages and costs in the rural wage index.

Congress, however, apparently failed to copsider that wa urhan hasgiim reciassifiing to
another urba ares could similarty cause the remaining hospitals in the orfginal area o end vp |

with a lower wage mdex and thereby lower payzment ag a result of the reclassification of ane of

wore hospitals out of that Melropolitan Statistical Area (MSA).

[N

 The hospitals seek cither a regulatory or legislated “floor” which would protect the un-

P

reclasgified urban hospitals in exactly the same way Congress has protected the rural hospiials

since geographic reclassification was implemented in federal fiscal year 1992.
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