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Dear Mr. Fois:

4 { have been contacted by several constituents who are concemed about the role
of Group Purchasing Organizations (GPO’s) in the hesith care markat, Specifically,
they are concemad that the current system allows GPO's o menopolize the health care
markgtplace through exclusionary contracts and urfair rade restrictions.

As you know, GPO's purchase products and services for hespitals and other
heaitn institutions panticipating in their network at costs far below the amount which
these institutions could obtain individually. Many view GPO’s as a viable tool for
reducing private and govemment heaith care costs since they enable a group of
purchasers to obtain substantial volume discounts on heaith care products and
servicss.

| have been informed that this practice is having @ detrimental effect on
companies throughowt our country who are unabie to sclicit business from hospitals or
institutions which have an exclusive cortract with a GPO. Furthenmore, | have been _
informed that recent mergers and consclidations in the industry resulted in six GPQ’s
controiling abowt eighty percent of the nation’s medical supply buying for acute-care
hospitais. | have giso been toid one compeny, Premisr, now controls the medical
purchasing for sbowut one-third of U.S. hospitals.

R is my understanding that in some participating hospitals or institutions must
purchase a specified minimum of their suppiles from GPO-contractsd vendors, often as
much as ninety-five percent of their supplies. If they purchase loss than the stipulated
minimum, they could lose the aranged discownts and be expelled from the GPO.

Finally, concerns have been raived by my constituents that this practice could
have serious ramifications on the delivery of patient cars as wsil as jecpardize the
safsty of medical providers. By remaving purchaging decisions from medical providers,
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