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EXECUTIVE SUMMARY

in 1989 Congress established the Medicare Geographic Classification Review Board.

* The Board zcoepts applications for bospitals that can show that they meet certain criteria to be

reclassified either from a rural ares to an adjacent wrban area o from one ufban arsa to another
s;djmt urban area if the hospital can demonstrate that xts CO8S arc mor;: Iike the adjacent area,
This allows such hospitals to obtaim either 2 wape index or the standardized amount of the
adjasent area and in essence rewards the hospital with additional payﬁaent. The Depatment of
Health aﬁd Hurnan Services hes long recopnized that by reclassifying & high paid rual haspital |
into a nearby urban area, if the h;igh paying hospitals wages and ﬁmﬁs are removed fom the
statewide rural a;eas wage index, then fhe statewide mwal wage index would plummet causing
the remaining rural hespitals to have & lower wage index and therefore lower M&di—:;ara'paymmi,
The Health Care Financing Administration implemented a "i_'loor-“: w0 prevent the mzral hospital
wage index from going down as a result of bospitals reclassifing to urban areas. In essence,
they lefl the reclassifying hospitals wages and costs in the mural wage index. .

Congress, however, apparently failed to consider that an #bm hosp.ital reclassifiing to
another u;:bsm&rﬂa could similarly cause the remaining hospitals in the original area to and up
with 2 lower wage iﬁdax and thereby lower payment &s & result of the reclassification :caf one or .
more hospitats m_it offt_ha_t- h:{&rt_)pohtan Statistical Area (MSA). __ D
The hospitals seek either a regulatory or legislated "floor” which would protect the uo-

reclassified wban hospitals in exactly the satee way Congress has protected the rural hospitals

* since geographic reclassification was implemaented in federal fiscal year 1992,
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