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The History of Competitive Bidding 
 
In 2003, the Medicare Modernization Act required the Centers for Medicare & Medicaid 
Services (CMS) to develop a program for home medical equipment (HME) to find market-based 
prices that would replace the current fee for service prices.  
 
While Congress was cautiously optimistic after the small pilot programs, it halted Round One of 
this auction program in 2008, a mere two weeks after implementation, due to overwhelming 
program design and execution problems.  CMS’ Competitive Bidding program was nearly 
unrecognizable from the original pilots and riddled with serious and fundamental design 
flaws.  With a few cosmetic changes to the auction program, CMS began rolling it out in nine 
selected metropolitan areas in 2011 and in 2013 added 91 more competitive bidding areas 
(CBAs) of the largest, most densely populated areas to the program. 
 

Experts Pan the Program 
The program has drawn widespread criticism from numerous patient advocacy groups, and 244 
of our country's most highly regarded economists and auction experts hailing from institutions 
including Harvard, Princeton, UCLA, and Stanford wrote a joint letter to President Obama 
stating that the program is plagued with "bureaucratic inertia" and called CMS' failure to 
address core program design issues "especially distressing and unreasonable."  The year prior, 
167 of them wrote a letter to then-Chairman Pete Stark (Health Subcommittee, Ways & Means) 
asserting that "the program over time may degenerate into a 'race to the bottom' in which 
suppliers become increasingly unreliable, product and service quality deteriorates, and supply 
shortages become common." 
 
Their professional perspective gets to the heart of the issue.  While the concept of a market-
based program that encourages smarter government spending is a noble and necessary 
endeavor, the particular attributes of this program design fall short and fail the very people 
Medicare is trying to protect.  
 
Many beneficiaries subject to the current bidding program experience delays in getting their 
needed equipment and services, have difficulty finding companies to perform repairs, and are 
receiving inferior products.  Instead of accepting help and suggestions offered by economists 
and auction experts, CMS emphatically continues onward and has expanded the program to 
now encompass the entire nation without any of the critically needed changes. 
 

Expansion to Rural Areas Causes New Problems 
On October 31st, 2014, the Centers for Medicare & Medicaid Services (CMS) released the final 
rule on “Medicare Program: End-Stage Renal Disease Prospective Payment System, Quality 
Incentive Program, and Durable Medical Equipment, Prosthetics, Orthotics, and Supplies,” which 
established the methodology for making national price adjustments to the fee-for-service 
payments of specified HME, enteral nutrition, and related services paid under fee schedules.   
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On January 1, 2016, CMS began the first phase of a two-part reimbursement adjustment that 
applies pricing derived from bidding program results in these highly populated CBAs to all areas 
of the country without exception for rural America.  Bid areas like Atlanta and Los Angeles now 
set prices for rural and non-urban areas in spite of non-bid areas not having the opportunity to 
submit pricing to account for unique costs of accessing and caring for beneficiaries in these 
areas.  On July 1, 2016, the prices were fully phased in, slashing Medicare reimbursement by 
over 50% on average.  With the expansion of Competitive Bidding pricing to include non-bid 
areas, this flawed program now impacts every Medicare beneficiary across the nation who 
depends on home medical equipment. 
 
While the “competitive bidding” program had the potential to be a valuable cost-saving tool, its 
current design has put seniors and people with disabilities at risk by creating anemic networks 
of HME suppliers and awarding these few contracts to those who submitted the cheapest price 
with little regard to quality, service, experience, financial health, or presence in the 
community.  
 
Congress and the Administration Work to Provide Relief 
Congress intervened out of concern in December 2016, with provisions in the 21st Century 
Cures Act that essentially provided six months’ worth of retroactive relief on the second phase 
of the cuts for suppliers in non-bid areas.  However, on January 1, 2017, the full cuts resumed 
and remain in effect.  The Cures Act also required public input on rates for items in non-bidding 
areas and a series of factors that CMS must assess before using information from the bidding 
program to set rates in non-bid areas. 
   
With irrational, unsustainable prices, a substantial number of HME businesses have closed, 
leaving beneficiaries few resources to get their medically necessary equipment, perform 
essential repairs, and have the personal services and deliveries at home.  These companies are 
far more than just suppliers of "bent metal"--they are a critical safety-net to help Medicare 
beneficiaries age in place where they prefer, allowing for better clinical health outcomes, and 
utilizing the most cost-efficient model of care. 
 
In August 2017, CMS sent an Interim Final Rule (IFR) titled “Durable Medical Equipment Fee 
Schedule, Adjustments to Resume the Transitional 50/50 Blended Rates to Provide Relief in Non-
Competitive Bidding Areas” to Office of Management and Budget (OMB) for review.  Congress 
feels strongly about the release of the IFR and included report language for the Consolidated 
Appropriations Act of 2018 (HR 1625; Public Law 115-141) encouraging CMS to release the IFR.  
CMS is also preparing a proposed rule to make reforms to Round III of the bidding program that 
will take effect in 2019.  That rule must be released promptly in order to ensure that reforms 
apply to Round III. 
 
To protect patient access to DME, OMB needs to release the IFR as soon as possible.  


