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1.0 INTRODUCTION

1.1 Overview
A Group Purchasing Organization (GPO) is an entity consisting of two or more hospitals or five
or more non-hospital facilities that comes together to offer its members access to purchasing
contracts for any of the following supply categories: pharmacy, materials management
(medical/surgical), laboratory, dietary and capital equipment. GPOs initially targeted hospitals
due to their size and range of services, but in recent years more focus has been placed on
alternate sites, such as diagnostic imaging centers, nursing homes and long-term care pharmacy
providers. GPOs have also expanded their role in the supply chain; now they are not only
providing volume-based discounts to their members, but they have streamlined the purchasing

process and are assisting their members with e-tools and data integration.

Healthcare spending rose 6.9% in 2005, at twice the rate of inflation, causing it to exceed $2
trillion." It has been estimated that it grew another 7.3% in 2006. This high spending rate
continues to put pressure on GPOs and Integrated Healthcare Networks (IHNs) to provide their
member facilities with adequate savings. Estimates place the growth of the GPO market for
hospitals and nursing homes at $257 billion and $287 billion per year by 2009.> GPOs and IHNs
continue to evaluate their objectives and goals in order to be more competitive and profitable,
while striving to improve the overall quality and service offered to each of their member
facilities. GPOs save their members money by negotiating contracts directly with suppliers; this

arrangement benefits both the supplier and the customer.

Currently, Verispan profiles more than 1,200 GPOs, nearly half of which fall into the category of
multi-hospital systems (MHSs). An MHS is an organization that owns, manages or leases two or
more hospitals. MHSs have a great deal of influence on the purchasing behavior of their

member hospitals.
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