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AN ANALYTICAL REVIEW OF THE CMS COMPETITIVE BIDDING PROGRAM:
ALLOWING AN OBJECTIVE TEST

What OMB Needs to Do

     < Reject CMS’ Information Collection Request (ICR) for the DMEPOS Request for Bid forms.

Why the ICR Should be Rejected

     < CMS’ planned use of the bid form data, their bid selection and pricing methodology, does not
comply with the requirements of the Paperwork Reduction Act or the Data Quality Act. 

    • Details about why the ICR fails to comply with statutory requirements may be found in
CRE’s comments to OMB found here, http://www.thecre.com/oira_reg/?p=473.

     < In addition to the legal reasons for not approving the ICR, OMB requiring that the ICR be revised
would allow for an objective test of CMS’ competitive bidding system.  The agency has rejected
numerous independent authorities harshly critical of their auction methodology including:

    • A peer reviewed study by CalTech researchers which concluded “The CMS auction fails to
generate competitive prices of goods and fails to satisfy demand.”1 

    • A letter signed by 244 academicians which stated that “the current program is the antithesis
of science and contradicts all that is known about proper market design.”2

    • A senior Congressional Budget Office (CBO) official who said about the CMS DME bidding
program, “I think there is a high probability of failure in the near future. There is near
certainty of failure sometime down the road.”3

What Happens if OMB Rejects the ICR?

     < Medicare payments for DME in Round 1 areas would be based on CMS’ 2012 Fee Schedule until
the agency reforms the program to make the “competitive” bidding program truly competitive. 
Moreover, reforming the bidding program would allow CMS to compare the Round 1 Recompete
results from a revised methodology with the results from the Round 2 bidding.  

    • Use of the 2012 Schedule would only continue as long as required to address the concerns
of CBO, CalTech and the aforementioned 244 academicians.

1http://www.thecre.com/blog/wp-content/uploads/2012/06/The_CMS_Auction.QuarterlyJournalofEconomics.
May2012.pdf
2 http://www.cramton.umd.edu/papers2010-2014/further-comments-of-concerned-auction-experts-on-
medicare-bidding.pdf
3 See, p. 8, http://www.cramton.umd.edu/papers2010-2014/medicare-auction-conference-final-panel-562.rtf.


