Nnited Dtates Denate

WASHINGTON, DC 20510

March 18, 2008

Mr. Kerry Weems

Acting Administrator

Centers for Medicare & Medicaid Services
200 Independence Avenue SW

Hubert H. Humphrey Building Room
Washington, DC 20024

Dear Mr. Weems:

We are writing to express our concern regarding the impact of competitive bidding on the cost
and quality of durable medical equipment, prosthetics, orthotics, and supplies (DMEPOS). We
are concerned that this payment strategy, as currently structured, could significantly reduce the
DMEPOS quality and access and have a harmful impact on DMEPOS small businesses
throughout the country.

The DMEPOS industry is comprised mostly of small to medium-sized businesses, each of which
provides specialized equipment and services to a relatively small service area. The Centers for
Medicare and Medicaid Services (CMS) estimates that approximately 85 percent of registered
DMEPOS suppliers are considered small businesses, according to the Small Business
Administration (SBA) definition.

Small businesses and local businesses are well situated and staffed to provide the hands-on,
specialized services Medicare beneficiaries need. Because they are directly accountable to the
local communities they serve, local DMEPOS providers have a personal stake in providing the
right equipment, ensuring that it is fitted and used properly, and servicing equipment on a timely
and 24/7 basis. The businesses are directly accountable to the patients and caregivers they serve
and losing one customer can easily compromise their reputation at the expense of future market
share. As such, small suppliers pay close attention to local, specialized service as a common-
sense means of reducing medical errors, equipment-related injuries, and returned equipment.
This in turn reduces Medicare costs.

We are therefore especially concerned that CMS’ final rule states the “the DMEPOS supplier
industry is expected to be significantly impacted” by new competitive bidding program. It is our
understanding that in the process of developing the final rule, CMS analyzed the potential
economic impact of competitive bidding on the provider community and, in particular, small
suppliers. However, CMS has not made this analysis publicly available. In the absence of
CMS’s analysis, there is no basis for us to determine its impact on small business, patient access
to quality care, and net DMEPOS costs.






