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EXECUTIVE SUMMARY

In 1989 Congress established the Medicare Goographic Classification Review Board.
The Board accepts applications for hospitals that cah show that they meet certain eriteria to be
reclassified either from a rural area to an adjacent whan ares o from one wiban area to another

adiacent urban area if the hospited can demonstrate that its costs are maore like the adfacent avea.

" “T'his allows such hospitals to obtain cither 2 wage index or the standardized amount of the

adjacent area and in essence rewards the Bospital with adefitional payment. The Dcpa:mi.éf .
Health and Human Services has long recognized that by reclassifying a high paid tural bospital
into a nearby urban area, if the high paying hospitals wages and hours a5 removed froms the
sWide raral a;f:a_!s_ wﬁge index, then the statewide rural wage index would plummet causing
the mmmg rural hospitals to kuve 3 Jower wage index and thevefore lower Medicare payment.
The Health Care Finamcing Aduinistration suplemented 2 "floor” to prevent the rural hospital
wage index from gai.ng down as a resnit of hospitals mcla,ss:fsdng {0 urhan areay. Lo essence,
they left the reclassifying hospitals wages and costs in the rural wage index. '

Coengress, however, apparently fxiled to consider that an u:ben_hos;}iwl teclasgifvng to
mmermmmmdsjmﬂmymmmmmimmmm@nﬁmm;&u@ '

with a lower wage index and thereby lower payment a8 8 resalt of the reclassifeation of one or -

more hospitals out of thet Metropolitan Statistical Area (MSA).

. The haospitals seek either & regulatory or legisiated "floor” which would protect the vo- _

reclasstfied uiban hospitals in exactly the same way Congress has protected the roral hospitals

since geographic reclassification was implemented in foderal Hscal year 1992,
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