
 
 

Congress Must Increase Durable Medical Equipment Reimbursement to 

Account for the True Costs of Care 
 

Issue 
Like many industries, the COVID-19 pandemic has exacerbated acquisition and operational cost 

challenges for providers of Durable Medical Equipment (DME – also commonly referred to as Home 

Medical Equipment).  However, DME suppliers are constrained under pre-determined, set fee schedules 

that fail to factor the increased costs of providing care.  This has resulted in an unsustainable 

reimbursement environment that jeopardizes patient access to care and threatens the financial viability 

of the DME Industry in meeting their communities’ needs. 

 

AAHomecare and other DME stakeholders are urging Federal policymakers to update the current 

Medicare fee schedule to account for significant cost increases stemming from higher equipment and 

shipping prices, as well as other new operational requirements faced by DME suppliers. 

 

Background 
Current Medicare reimbursement for DME is based upon rates established in 2016 under the 

Competitive Bidding Program (CBP) by the Centers for Medicare & Medicaid Services (CMS).  Although 

the CBP was paused by CMS via an Interim Final Rule on May 9, 2018 due to fundamental design issues 

and concerns on its detrimental impact on patient access to care, its payment methodology still affects 

the rates for those who provide DME, services, and supplies.   

 

Under the CBP, suppliers competed for a limited number of contracts to service Medicare beneficiaries 

in the nation’s largest metropolitan statistical areas for key product categories across 130 Competitive 

Bidding Areas (CBAs).  In 2016, CMS began adjusting non-bid areas’ pricing based upon rate information 

derived from CBAs even though the costs of doing business differed dramatically.   

 

Congress and CMS intervened repeatedly over the next several years, providing temporary reprieve 

from the full impact of rates for non-bid areas, most recently in April 2020 when Congress increased 

reimbursement out of heighted concerned for the pandemic’s effect on beneficiary access.  Under the 

CARES Act, Congress extended a 50/50 blended rate for rural areas (50% of the CBP-derived rates and 

50% of the unadjusted fee schedule) and provided a 75/25 blended rates for non-bid, non-rural areas 

(75% of the CBP-derived rates sand 25% of the unadjusted fee schedule). 

 

For CBAs, the CBP was paused at the end of 2018 to give CMS time to address the significant flaws in the 

current design of the program and to create a new payment methodology.  CMS solicited bids from DME 

suppliers in 2019 for Round 2021 of CBP but later announced that it carved out all 13 DME product 

categories since “the payment amounts did not achieve expected savings.”   Instead, CMS left the old 

reimbursement rates in place from 2016. 

 

 



Current Rates Fail to Account for Costs of Care 
Early Effects of the Pandemic 

In May 2020, Dobson & DaVanzo released a report evaluating the impact of the COVID-19 pandemic on 

supply chain disruptions and increased costs for DME suppliers.  Over 500 unique companies 

participated in the survey across the country.   

 

It found significant product acquisition costs, widespread product delays, and increased operating 

expenses.  70% of companies reporting disruption in the six product categories needed to care for 

COVID patients including oxygen (81%), ventilators (81%), and PPE (97%).  Over half of respondents 

reported increased costs for direct product categories to treat COVID, and 37% reported increased costs 

for non-direct categories, with 67% reporting increased costs for Oxygen.  Operational expenses also 

increased, with 92% reporting increased time and resources for cleaning/sanitizing facilities and vehicles 

and 83% increasing time/resources for DMEPOS deliveries and pickups. 

 

Continued Effects of the Pandemic  

Costs have continued to rise throughout the pandemic.  The entire supply chain has been affected while 

demand climb on key product categories used to treat COVID-19 such as oxygen and ventilators across 

the globe as well as non-direct products as a growing number of individuals are being released from 

hospital to home instead of skilled facilities.    

 

DME manufacturers and distributors cannot absorb the significant cost increases for raw goods, 

production, shipping and are passing it through to suppliers.  The Health Industry Distributors 

Association (HIDA) released data in March 2021 revealing that it takes: 

 2.5 times longer to ship products and 4 times the cost to ship containers 

 3 times longer to dock and unload when arriving at ports, resulting in 1-2 week unloading delays 

in US ports 

 62% increase in e-commerce over the past year, exacerbating driver shortages 

 37% increase in freight volume by truck over the last year. 

 

These costs are being shouldered by DME suppliers who continue receiving price increase notifications 

from their vendor partners while facing increased delivery and operational costs.  Delivery costs alone 

have increased by 33% on average during the pandemic including roundtrip expenses with vehicle cost, 

labor, PPE, and time to set up equipment, educate beneficiaries and/or family caregivers, and pick up 

equipment.   

 

Challenges of Current Medicare Reimbursement Model 

DME suppliers are constrained by payers’ existing reimbursement rates that fail to account for the 

growing market costs of providing life-sustaining medical equipment, services, and supplies in today’s 

environment.   

 

Current Medicare reimbursement rates for former CBAs are based upon antiquated bidding information 

submitted six years ago in March 2015 for CBP’s 2016 Round 2 ReCompete, prior to CMS halting the 

program in 2018 to address fundamental pricing methodology design issues.  These prices have been in 

effect since July 1, 2016 without any significant price adjustments and have no bearing on the true 

cost of providing DME, services, and supplies in today’s environment, particularly with the additional 

pressures created by the pandemic. 



 

40% of DME suppliers have already closed their doors as result of Medicare’s unsustainable 

reimbursement rates since the inception of the CBP.  This dramatic loss of the HME infrastructure 

jeopardizes patient access to care and undermines the important role suppliers play in the pandemic as 

valued partners in care.  

 

The Solution 
Congress took swift and decisive action to protect non-bid areas affected by the pandemic by providing 

a 50/50 blended rate for rural areas and a 75/25 blended rate for non-bid, non-rural areas.  As costs 

continue to climb, Congress must act to address rates in former CBAs as well, increasing reimbursement 

to account for the true market costs of providing care. 

 

Our Ask: 
The DME Industry strongly urges Congress to increase Medicare reimbursement for former 

Competitive-Bidding Areas to account for the increased costs DME suppliers.  

 

We specifically ask Congress to support legislation that would update the Medicare fee 

schedule to provide a blended rate of 90% adjusted and 10% unadjusted rates for former CBAs 

(90/10 Blended Rates).   


