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Executive Summary

In 1983, Congress passed legislation creating the Medicare Prospective Payment System
(PPS)} for inpatient deute care services. One of the major determinates of payment in the PPS is
the wage index which is set for each of 322 Metropolitan Statistical Areas (MSAS) and each
statewide rural area. Soon after passage, it beoame clear that hospitals localed just outside ane
MSA could be paid based on a wage index substantially lower than jocal market wage levels.
"This anomaly resulted in hospitals just outside metropolitan arcas not being able to compers in
the urban labor market for professional staffing.

In 1986, 1987 and 1988, Congress sponsored legistation to try [0 fix some of the most
blatantly anfair issues that bad been presented to various members of Congress. In 1989,
Congress legislated the Medicare Geographic Classification Review Board {(MGCRB) that would
annually spprove hospitals that meet certain criteria for peagraphic reclassification and allow
them to be paid based on the wage index of & nearhy geographic sreéa, of it cortain cases, by the
standardized amount of 2 nearhy metropolitan area.

The criteria were determined by the Health Care Financing Administration (HCF AY and
published in proposed form in 1989 and in final form in 1990. Subsequent regulatory changes 10
 the criferia have generally had the effect of reducing the numbers of hospitals that were '
reclassified over the years. On several oceasians, Congress has acted 1o Hiberalize
reclassifications. In the spring of 2000 HCFA did allow for 2 modest expansion of reclassified
rural hospitals by lowering the criteria for reclassification slightly.

In the Balanced Budget Refinement Act of 1999 {(BBRA) Congress appraved & number
of individual hospital and individuat county reclassifications fur a two-year peried. While the
popular press Isbeled many of these fixes as “pork barre] politics™ these temporary fixes were in
TespOnse 1o serious reclassification defieiencies that had eropped up over the years,
Additionally, in BBRA Congress asked the General Accounting Office (GAC) 10 study the
reclassification process and report back to Congress no kater than May 20, 2001.

The Coalition to Preserve Reclassification (CPR) is & group of reclassified haspitals (or
hospitals that would have been reclassified under previous criteriz) that are sesking to preserve
the reclassification system and fix criteria that have gone awry over the years of certain other
obvious and inequitable situations that simply were not anticipated. The CPR hospitals have
three requests of Congressy:

1. ITBBA relief Is graated in the fall of 2000 would Congress coasider the
systemic fixes that are outlined herein as 2 part of that legiskation?

3 Would individual members of Congress consider approaching Ga0, as
appropriate to let them kaow of thelr general support for the geographic
reclassification in its existing form (after fixing the criteria as mentinned
above)?

3, Coagider whether you would be willing to spontser or sepport legislation to
breadiy fir the eriteria fo preserve the reclassificetion process agd make it
werk appropriately for perbaps the vext ten years. This would likeiy be for
the 2001 Congressional session.
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Essue Coantywide Erban Floor 198% Criteria in Smal) 90% Occupational Mix
‘Reclassification MBAS, ’ Alternative Criteria
Has Congress Addressed  Yes. BBRA. Lake County, Yes. BERA. Allentown, No. Yes, in the original statte
This [ssne? © IN; Butler County, OH; Bethlehem, Fastor, MSA; and in BRRA for Lee
. Brazoria County, TX; and © and Hattiesburg, MS. Covnty, Mincis
Orange County, NY. MSA.
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Hospitals Will Be hospitals. .
Affected?
GOAL . Restore criteria fo reclessify Do nol penalize wrbant non-  Treat MSAs with three or Decupational mix changes
hospitals at approximately  reclassified hospitels . .| fewer providers comparably  slowly. Allow hespitals o
1935 level. treal similarly fo roral non- o other areas, use older oecupational mix
reciassified hospitale, data while HCFA finds &
. : new source for data,
Profile of Affected Urban hospitals i a Uthan hospitals in az MSA  Usban hospitals with theee  Generally larger rural
Hospitals Conselidsted Metropolitan ~ where one or more of fewer providers in ap hospitals approximately
statistical Area {Jarge hospitsl(s} are reclassified  MSA. Alse, St Cloud . 50% of which are adjacent
urban) eisewhere. - Hospital, which iz ina . o lerge vrban area such as
similar avea ugique . Chicage, Pitisburgh, sic.
- situation, :
Estimated Doilar lmpact - 380,000,000 We do not believe tis $18,000,000 534,000,000
{Budgst Nentrality Effect). should be "scored” s p
{Based On Inpatient "eost”. It only affects non-
Operating Costs) recizssified hospitals and is
. ’ & busic equity issue,
$21,000,000
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