Dear Senator/Representative: 

As you are aware, the Centers for Medicare and Medicaid Services (CMS) is slated to implement the first round of competitive bidding for durable medical equipment, prosthetics and orthotics supplies (DMEPOS) in January 2011.  In spite of the list of concerns that have been expressed by both durable medical equipment (DME) providers, the patients they serve, and many members of Congress, CMS is going full speed ahead on a program that threatens thousands of jobs nationwide and will restrict beneficiary access to quality care and services.

I wanted to take a moment to express my continued concerns with this program and share with you a letter from 167 auction experts/economists who believe that the DMEPOS competitive bidding program is, in its design nature, “flawed”. 

The letter, which is signed by economics professors from notable universities around the world and addressed to Ways and means Health Subcommittee Chairman Pete Stark, cites four “main problems” with the competitive bidding program.  They include: 

· Bids are not binding commitments

· Because bid winners can decline to sign a supply contract, the credibility of the bids are undermined.  Essentially, low-ball and unsustainable bids are encouraged.

· Flawed pricing rule

· Rather than paying bid winners the clearing price (the last-accepted bid), they are paid the unweighted median among the winning bids, causing 50 percent of the bid winners to be offered a contract price that is less than their bids. 

· The use of composite bids

· This is an average of a bidder’s bids across many products that have been weighted by government-estimated demand.  It leads to low bids on products where the government overestimated demand and vice versa, whereas a fundamentally sound bidding program would seek market pricing on all products.

· Lack of transparency

· CMS has not been clear on how quantities associated with each bidder are determined.  Quality standards and performance obligations are also unclear.  Bidding entities are unaware of their eligibility or how their bids are calculated.

The economists note that the aforementioned “collection” of problems suggests that in time the program will descend to a “race to the bottom”. Suppliers will become unreliable and the quality of service and products will deteriorate.

As the president/CEO/owner of XXX Home Medical, I share the concerns expressed by these economist.  I ask that you please take a moment to view their letter (enclosed).  As the implementation date of this program rapidly approaches, it is crucial that we eliminate the problem before thousands of jobs are lost and beneficiary care is permanently disrupted.  Please preserve Medicare patients’ access to quality care by supporting the repeal of this fundamentally-flawed program.

I thank you for your time and consideration.

XXX

