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EXECUTIVE SUMMARY

in 1989 Cangress stablished the Medicare Geographic Classification Review Board.
The Board accepts applicatjons for hospitals that can show that they meet cortain cntena to be
reclassified cither from a rusal area to an adjacent urban area or from one urban aved to another
adiscent urban area if the hospitai can dernonstrate that its costs are more like the adjssent area.

This allows stich hospitals to obtain either a wage index or the standardized amount of the

adjacent area and int essence rewards the hospital with additional paymesnt. The Department of

Health and Flumas Services has long recogaized tist by roclassifying 2 bigh peid rursl bospitad
e a nearby Ltrba:n area; if the ﬁigh paying hospitals wages and hours are rcmcved from the
statewide mmi a:eas wage index, then the statewide rxal wage ndex QéuIdplummet caitsing
the mainjnlg rurel hogpitals o bave a lower wags index and therefore lower Medicare payment.
The Heaith Care Financing Administration implemented a "floor” to prevest the rural hospital
wage index from going down 25 a result of hospitals reclassifying to urban a:eas In essence,
they teft the reclassifying hospitals wages and costs in the rural wage index. '

Congress, however, apparently filed to _c{msider that an wban hospital seclassifving to
eluazh_erummmmzd similarlywseﬁmmmaiﬁnéhﬁspiﬁals mmm‘mmm@dﬁp :

with a lower wage indey and thereby lower payment as a resuit of the reclsssification of one o7

" more hospitals out of that Metropolitan Statistical Area (MSA).

The Tospitals seel either a regulatory or legislated "Foor” which would protect the un-

reclassified urban hospitals in exactly the same way Congzress has protected the rural hospitals

since geographic reclassification was implemented i foderat fiscal year 1952,
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