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Favnring a fee-based GPO system

To the Editor,

Judging by the feedback from my previous
letter (“Has the traditional GPO now come
full circle?” Healthcare Purchasing News, May
2003, pg. 67), I sense substantial interest in
returning to a simpler, more productively effi-
cient, less adversarial time in our trade. But
can the clock really be turned back?

The short answer is: YES!

How do we start? Where do we go? Who
will lead the charge?

As with most fundamental shifts, the begin-
nings are usually humble, initiated by bold,
determined people with vision and a dream.

First, let us agree that the GPO dpeshave a
bright future in healthcare. Almost from the
start, group purchasing has been an integral
part of facilitating effective and proficient de-
livery of healthcare to this nation, no question.
Properly oriented, the modern GPO will be
even more important as time marches on and
financial/political pressures mount.

All right then, the task at hand is to articu-

late the idea, spread the word and convince
the masses. Consistent with those laudable
endeavors, consider for the moment the so-
called “fee-based” model of doing business.
The concept is well known, tried and true. In
fact, practically the whole industry was
founded on this principle in its purest form. It
has worked for years and spawned many a
success story. Unfortunately, in my opinion, a
good portion of the industry has moved far off
the reservation.

The advantages of retuning to this way “old”
way of doing things are numerous and easy to
grasp. For instance, by returning all adminis-
trative fees, incentives and rebates right back
. to the folks the group represents, all sorts of
complications and unpleasantness can be
avoided.

Think about it. No longer would there be a.

need to appear before powerful and frequently
hypocritical politicians to justify what armies
of creative accountants with green visors are
doing with buckets of cash. Avoiding such pri-
vacy and embarrassmentissuesisjust one benefit.

There are many others. For example, com-
plex transparency and ethical questions that
are the current rage, resolve themselves almost
immediately without so much as a whimper.
There is simply nothing to conceal. The lines
are clean and clear.

These other “rewards” aside for the moment,
the fee-based GPO just makes excellent eco-
nomic sense for everyone sitting at the table.
The fee-paying member benefits by knowing
the exact financial contribution necessary to
belong and knows exactly what will be re-
turned to the organization in the form of ad-
ministrative fees, incentives and rebates. What
this means in English is that members will no
longer be at the economic mercy of interme-
diaries. Hoping for substantial returns from
others based on nebulous promises or a guar-
antee that some ill-conceived pet project will
be the financial savior of all concerned will be
nothing but a dim unpleasant memory. Orga-
nizations belonging to a purely fee-based GPO
are the captains of their respective fiscal ships,
period. .

From the suppliers’ perspective, the fee-
based model works extremely well. The full
value of the economic benefit arising from the
contracts involved is by definition returned 100
percent to the customer, no waste or offset.
Naturally, purchasing and loyalty is greatly
enhanced by the total return creating the fi-
nancial incentive to drive superior compliance
within the individual agreements themselves.
The Holy Grail realized.

Under the fee-based model, the GPO itself
makes money by having members. The more
members, the more dollars, simply and ethi-
cally. Accordingly, the GPO has an extraordi-
nary incentive to grow its roster by obtaining/
maintaining an aggressive and competitive
contract portfolio coupled with first-class cus-
tomer service to assist those legions of mem-
bers. Maximization of administrative fees
funneled back to the GPO is not the goal. This
represents a radical and fundamental depar-
ture from the current status quo. I suppose in

a word, by adopting this new/old policy, we .

are talking about efficiency_across almost
almost 1/7th of our entire economy.

This is all very exciting stuff, a brave new/
old world, if you will. I believe in it. I am liv-
ing it in a professional sense. Sir Winston
Churchill said itbest when he quipped, “Kites
rise highest against the wind, not with it.” If
you agree with Sir Winston and me, think
about the possibilities.

Lisa/Michael Sokol
Chicago

Editor’s Note: Lisa Sokol s the former vice
president of marketing for Premier Inc.

To the Editor,

Lenjoy your.da.ily Updates. I especially ap-
preciate the article “ AmeriNet Aglow..... Keep
up the good work.

—Susan Bond

To the Editor,

I just wanted to tell you how much I appre-
ciate receiving HPNOpjine Update. The in-
formation is succinct and written in clear

language. The topics are relevant and helpful.

Thanks for providing such a useful and well
done product.

—_Cathi Cline

Materials Management

Main Surgery

Mercy General Hospital

Sacramento, CA

Sign up today for your free
subscription to HPNOnline Daily
Update - www.hpnonline.com

Keep on top of the daily
healthcare news and happenings!

Tel: (716) 693-5977
email: sri@srinstruments.com

SR@@@H@STH by SR Instruments, Inc.

Celebrating 30 Years of Excellence
Precision & Technology in Perfect Balance™

Call 1.800.654.6360

SR Instruments, Inc. 600 Young Street, Tonawanda, NY 14150
Fax: (716) 693-5854
website: www.srscales.com

Circle 16 or visit www.ksrleads.com/308hp-016

www.hpnonline.com « HEALTHCARE Purchasing NEWS. » August 2003 67







