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To the INSURANCE COMPANY Medical Economics Department:

I am writing this letter in support of an increase in payment level for the vaccine against human papillomavirus (Gardasil). This is a critical vaccine to all young women because it is a very effective preventive measure against cervical cancer. There is no doubt that over time it will decrease health care expenditures by decreasing the rate of this common and often fatal cancer. The vaccine is recommended by the Centers for Disease Control and Prevention and the American Academy of Pediatrics. INSURANCE COMPANYcurrent payment is AMOUNT, the LOWEST OR IN THE LOWEST OF # of any of your competitors. The cost of delivering this vaccine to your patients is significantly higher than that number and is listed as follows. After a detailed analysis of our cost structure, I have calculated that for Gardasil we must be paid X% above cost to break even. This does not include the cost of administration. I have broken down the actual costs that go into providing this vaccine.
1. Manufacturer’s cost of the vaccine: $X (LIST THE MSP FROM THE MANUFACTURER) 
2. Cost of doses that are wasted or unpaid: $X
No matter how efficient any practice becomes, this number will never be 0%, and the cost must be accounted for by those doses for which we are paid. We are using a conservative number of 3% of doses that are either wasted or unpaid, though this number is very likely to increase as high-deductible plans become more popular.
3. Billing costs: $X

In pediatrics, the cost of running a billing department or using a billing service generally 
ranges from 8% to 12% of revenues. I have used a conservative X% in my calculations.
4. Opportunity cost: $X

Being in business, I'm sure you understand that there is a cost associated with spending 
money and waiting for payment. If I have $10,000, I can either pay off a student loan at 
8% interest, or I can invest in vaccines and hope to have at least an equal return. There is 
a lag of approximately 85 days between the time when we pay for a vaccine and the time 
that we receive payment for it. The opportunity cost accounts for this lag.
5. Insurance: $X

This is the cost of insurance on our vaccine inventory, calculated to give the per-dose cost for Gardasil.
6. Inventory management: $X

This is what it costs per dose of vaccine to pay our nurses to manage our inventory, 
including tracking current inventory and ordering new doses.
7. Electricity and refrigerator cost: $0.10
As you can see, our cost of providing this vaccine to your patients is $X, which is $ (COST -PAYMENT) higher than your payment level. With a schedule of 3 doses per patient, this means that by vaccinating patients, we will realize a LOSS of $X per patient. We have approximately X amount of girls with INSURANCE COMPANY in our practice. To vaccinate X teenage girls with this vaccine, we would realize an actual loss of more than $ (LOSS * NUMBER OF GIRLS). Additionally, this loss cannot be made up by payments on the immunization administration Current Procedural Terminology codes (90471–90474 and 90465–90468) because there are separate expenses for immunization administration to cover the physician work, clinical staff time, medical equipment, medical supplies, and professional liability insurance expenses incurred with each immunization administration. These codes, however, do not cover any of the cost incurred for the vaccine product or related overhead costs detailed previously. Therefore, if your payments do not increase, we will no longer provide this vaccine to your patients.
Thank you,

Pediatrician name, MD, FAAP
Adapted from a letter developed by Jeff Couchman, MD, FAAP.
