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GPO Name 2010 Number of | 2012 Adjusted Top five GPOs

Hospitals Served | Purchasing Volume | Total APV
(Billions)

MedAssets 1,700 48 150.2

Novation LLC 2,911 43

Premier Inc.* 2,500 ~30

HealthTrust 1,400 21.2

Purchasing

Group

Amerinet Inc. 2,570 8

8 Eugene S. Schneller, "The Value of Group Purchasing - 2009: Meeting the Needs for Strategic Savings", April, 2009, p
12, Retrieved from: https://www.novationco.com/media/industryinfo/value of gpo 2009.pdf
°Healthcare Supply Chain  Association, "A Primer on Group Purchasing Organizations" N.D.,
http://c.ymcdn.com/sites/www.supplychainassociation.org/resource/resmgr/research/gpo _primer.pdf
“Yealthcare Supply Chain Association, "A Primer on Group Purchasing..."
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Federal Trade Commission, "Joint FTC/DOJ Hearings on Health Care and Competition Law and Policy", September 26,
2003. P 119. https://www.ftc.gov/sites/default/files/documents/public_events/health-care-competition-law-policy-
hearings/030926ftctrans.pdf
2 MedAssets Inc, "Form 10-K (Annual Report)", 23 March 2014;
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Health Purchasing News, "GPO Facts & Figures" October, 2012.
http://www.hpnonline.com/resources/GPOs.html [accessed: May 12, 2015]
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GPO Name 2010 Number of [ 2012 Adjusted Top five GPOs
Hospitals Served | Purchasing Volume | Total APV
(Billions)

PDM no data ~6.5

Healthcare*

U.S. Department | no data 5.1

of Defense

U.S. Department | no data ~2.5

of Veterans

Affairs*

Resource no data 0.817 Share of top five

Optimization & GPOs APV

Innovation

Total 165.117 91%
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'8 United States Government Accountability Office, "GROUP PURCHASING ORGANIZATIONS - Funding Structure Has
Potential Implications for Medicare Costs", October, 2014, p 4

YUnited States Government Accountability Office, "Group Purchasing Organizations: Services Provided to Customers
and Initiatives Regarding Their Business Practices", August, 2010, p 7

18 Burns, L. Lee, J., "Hospital purchasing alliances...", p 211

19 Accountability Office, "...Funding Structure ...", October, 2014, p 18

%% United States Government Accountability Office, "GROUP PURCHASING ORGANIZATIONS - Use of Contracting
Processes and Strategies to Award Contracts for Medical-Surgical Products", 16 July 2003, p 10

21 Accountability Office, "....Services Provided to Customers...", 2010, p 12

?2 United States Government Accountability Office, "GROUP PURCHASING ORGANIZATIONS - Pilot Study Suggests
Large Buying Groups Do Not Always Offer Hospitals Lower Prices", 30 April 2002, p 8

3 Accountability Office, "...Funding Structure ...", October, 2014, p 18
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Figure 1: Money Flows Related to Hospital Purchases Using a GPO
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Source: GAQ interviews with GPOs and a GPO trade association.
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# Accountability Office, "...Funding Structure ...", October, 2014, p 17
» Accountability Office, "...Funding Structure ...", October, 2014, p 17
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Accountability Office, "...Funding Structure ...", October, 2014, p 17
27Accountability Office, "...Funding Structure ...", October, 2014, p 22
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Lindsey Dunn and Scott Becker, " 50 Things to Know About the Hospital Industry", BEKER's Hospital Review, 23 July
2013, http://www.beckershospitalreview.com/hospital-management-administration/50-things-to-know-about-the-
hospital-industry.html
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Figure 2: GPOs’ Three-Phased Competitive Bidding Approach to Negotiating Contracts
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Proposals Contracts

® Notify vendors of pending requests ® Weigh financial and nonfinancial criteria ® Megotiate contract terms
for proposals
® Score competing vendors on how they ® Award contracts
® Post bid calendars and minimum meet the criteria
requiremeants for vendors ® Consider vendar grievances
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Figure 2: Differences between Median GPO Contract Prices and Median Non-GPO Contract Prices for 41 Pacemaker Models
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l:l Models for which GPO contracts yielded savings compared to hospitals purchasing on their own

l:l Models for which GPO contracts did not yield savings compared to hospitals purchasing on their own

MNote: Each bar refers to a different model of pacemaker. The length of the bar reflects the difference
between the price paid by hospitals using GPO contracts and the price paid by hospitals not using
GPO contracts to purchase the same model. Median prices were calculated and used in comparisons
that included more than one GPO-negotiated price or hospital purchasing on itz own.

Source: GAO survey of hospitals in a greater metropolitan area.
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Figure 4: Differences between GPO Contract Prices and Non-GPO Contract Prices
for 11 Pacemaker Models Purchased by Large Hospitals
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I:l Models for which GPO contracts yielded savings compared fo hospitals purchasing on their own
I:l Modsls for which GPO contracts did not yield savings compared to hospitals purchasing on their own

Mote: Each bar refers to a different model of pacemaker. The length of the bar reflects the difference
in the price paid by large hospitals using GPO contracts and the price paid by large hospitals not using
GPO contracts to purchase the same model. Large hospitals are hospitals with 500 or more beds.
Median prices were calculated and used in companzons that included more than one GPO-negotiated
price or hospital purchasing on its own.

Source: GAO survey of hospitals in a greater metropolitan area.
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"The GPOs, | believe, in essence, today are selling protected market share to
dominant suppliers in exchange for fees".
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"Many of the contracts that came out were in a flurry of activity that took place
in late 2002 after the first GPO hearings in the Senate Antitrust Subcommittee.

What you saw happen in many cases, and this would have skewed the numbers,

was that large GPOs opened their contracting to very large numbers of small
suppliers~.
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"..A situation that would save them, let's say, $200,000 on a $500,000 purchase and have
higher ups in the hospital say, boy, this looks really interesting. That would help a lot.
We have to check with our J&J sales rep and find out if we can do this. When you ask
them what does that mean, the answer is, well, we need to know if we comply. Time after
time with documented example after example, the Ethicon person or the J&J person,
what have you, will come in and will always start with, you won't comply. That savings
of $200,000 will cost you another $300,000 in future price increases. Then we go
through the numbers. More often than not, we find the so-called mathematical errors.

But it's a back and forth situation where the customer doesn't really know. It's a shell

game. Then, when we're done with the pricing of the individual products and their

bundling, then we get into the so called rebates. There's another shell game."

#u.s. Department of Justice & Federal Trade Commission, "Statements of Antitrust Enforcement Policy in Health
Care", August 1996, Statement 7
http://www.justice.gov/atr/public/guidelines/0000.htm [accessed: 13 May 2015]
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®Frederal Trade Commission, "Joint FTC/DOJ Hearings...", p 203
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How the money flows

All figures based on HM Treasury Spending Review 2010

HM Treasury

4

Department £96
of Health billion

Centrally managed
projects and services
Arms Length
Body funding

Clinical
Commissioning
Groups

£64
billion

Nationally

commissioned
Services

Public
health spending
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Figure 1
NHS hospital trusts can buy consumables in various ways
— ) Deal direct
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Collaborative
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Hub/CsU Support Unit
~ framework
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(hospital) trusts - suppliers
MNHS Supply
TrustC ———————™ i  —
E-catalogue Chain
TrustD ———————» Buying Solutions ———————*
Buying Solutions

“———" framework (certain
categories only)

£4.6 billion on consumables
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*House of Commons Committee of Public Accounts, " The procurement of consumables by National Health Service
acute and Foundation Trusts", 19 May 2011, p 5
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nAnother type of information that might be useful in evaluating the performance of a CPB is
how actual sales develop. For CPBs with services that are voluntary for procuring entities,
the development of sales is perhaps the best indication of how attractive a CPB’s services
are. It is a form of market test. If procuring entities that are free to buy from whatever
source they find to be the most suitable increasingly choose to source from a CPB, this
indicates that the services offered by the CPB are considered to be more competitive.
Customer satisfaction surveys are another method used for determining the performance of

CPBs. "

[Centralized Purchasing Systems in the European Union; Sigma Papers, No. 47; OECD 2011, Ch. 8.9;
(*) CPB = Centralized Purchasing Bodies; X2 nool1 nwian e
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