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EXECUTIVE SUMMARY

I 1989 Conigress estublished the Medicars Geographic Classification Review Bomzd.
The Board accepts apphications for hospitals that can show that they meet certain criteria to be
reclassified either from a riral area to an adjacent urban area or from one wrbap area to another

adjacent urban area if the hospital can demonstrate that its costs are wore like the adiacent area.

This aflows such hospitals to obtain either a wage index o the standardized smount of the
adjacent area and in essence rewards the hospital with additional pa}inﬂnt. The Department af
Health md Human Services has long recognized that I;.oy recﬁass:fymg 2 high paid ruraIIhOSpitxl |
into 2 nearby uxban area, if the high paying hospitals wages and Eom are removed from the
statewide mral a;eas wage index, then fhie statewide el wage index would plummet cansing
the re:mmmg rural hospitals to have a lower wage index and therefore lower Medicars payment.
The Health Care Financing Administrasion implesented a "foor” 1o prevent the rural hospital
wege index from going dowi £5 a result of hospitals reclassifying to wrhan amas Tt egsence, 5
they left the reclassifying hospitals wages end costs in the rural wage index. )

Congress, hawever, apparently failed to consider that aa urban hus;iital reclassifying to
swother sban area could similarly cause the remaining bospitals in the origina area to end vp )
with 2 lower wage index and thereby lower payment a5 a result of the reclassification of one or .
more hospitals out of that Metropoliten Statistical Area (MSA). '

| The hospitals senk sither a regulatiry or le-gisla:ed Moo whicﬁ would protect the un-

rechassified urban hﬂSPi(‘RES in exactly the same way Congress has protected the rual hospitals

sitice geographic reclassification was implemented in federal fiscal year 1992,
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