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EXECUTIVE SUMMARY

Tn 1989 Congress established the Medicare Geographic Classification Review Board.
The Board accepts applications for hospitals that can show that they meet certain cmena 0 be
reclassified either from a tural area to an adjaoeﬁt vrban area or from one trban area (o another
adjacent urban area if the hospital can demonstrate that its costs are more like the adjacent area.

This allows such hospitals to obtain eittier 2 wage index or the standardized amount of the

adjacent arca and in essence rewards the Rospital with additional payment. The Dcpzrbne:ni.c-f_ _

Health and Human Services has long recognized that by reclassifying a high paid nural hospital
intp a nearby m:’ba.n area, if the high paying hospitals wages xod ﬁom are removed from the
statewvide rural areas wge index, the the statewide rurel wage index would plummet cassing
the remammg rural hospitals to have 2 lower wage index and therefore lower Medicare payment.
The Health Care Financing Administeation implemented 2 "Hooe” 10 prevent the rural hospital
wage index from gai.ng down as a result of hospitals reclassifying to urban areas. Tn ssence,
they left the reclassifying hospitals wages and costs in the roral wage index. .

Congress, hnv;*cver, apparently failed to consider that an whan hns;ﬁtal reclasgifying to
another urban area could similarty cause the reroaining hospitals in ﬂﬂeoriﬁimimtctﬁmup |

with a lower wage index and thereby lower payment ad & result of the reclassification of one oF

' more hospitals out of that Metropolitan Statistical Area (MSAY).

' The hospitals seek either  regulatory or legislated “foor” which would protect them-
reclassified neban hospitals in exactly the same way Congress has motected the rural bospitals

since geogtaphic reclassification was implemented in federal fiscal year 1992,
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