How GPOs can provide value to
multifamily owners & operators—for free
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Multifamily owners and operators are feeling pressure from all
directions these days. Though high borrowing rates continue
to make renting an attractive housing option, a recent surge
in multifamily community completions is saturating markets
across the nation. The result is increased competition for
renters, rent decreases, and a rise in renter concessions.!
Meanwhile, the cost of labor and supplies continues to rise,
requiring increases in core and tail spend.

A shortage of talent in property management and facility
operations means that owners and operators have fewer
resources to oversee their communities, much less standardize
purchasing practices across different properties and vet

the credibility and competitiveness of suppliers. Without

time and staff for big-picture strategic planning, owners and
operators can expect increases in rogue spending and missed
opportunities in ancillary revenue sources.

A group purchasing organization (GPO) can give multifamily
owners and operators a much-needed assist to overcome
these industry challenges. GPOs have the expertise and
leverage to help their members save money in their core and
tail spend and realize new revenue streams—at potentially no
additional cost.


https://www.cbre.com/insights/books/us-real-estate-market-outlook-2024/multifamily

“By leveraging the spending power of a
group of organizations, a GPO can provide
more advantageous pricing and contract
terms than a standalone company can
get in its own right. But membership can
provide value beyond economics. A GPO
can serve as additional eyes, ears, and
feet on the street for an operations team
that’s scrambling with limited resources to
improve its company’s performance.”

— Dan Grant, senior vice president at OMNIA Partners,
a GPO headquartered in Franklin, Tennesse

The results can include cost savings and better service from
suppliers, as well as happier residents and lower vacancies. Read
on to learn more about GPOs and what multifamily owners and
operators should consider when deciding whether to join one.
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What is a GPO?

A group purchasing organization? is like a Costco or
Sam’s Club for businesses. It aggregates the power
of the collective to negotiate bulk pricing, programs,
and contracts for its members. By fostering
connections between members and suppliers, a
GPO can become an extension of a company’s
procurement team, helping it save time and money
in many spend categories and granting it access

to beneficial contracts from leading suppliers. Top
GPOs have in-house subject matter experts in
purchasing, procurement, contracts, and finance to
handle matters that few member organizations have
the resources to address.

Joining a GPO can be easy and requires little
change management for organizations. GPOs may
charge a sign-up fee and annual or monthly rate, and
require a minimum spend or order amount if they
operate on a membership-based revenue model.
However, some GPOs do not charge members any
fees or require a minimum spend because they earn
revenue from their supplier partners.

Managing the unmanaged:
How GPOs can reduce
your tail spend

Tail spend makes up about 25% of a multifamily owner or
operator’s budget, but it can account for 80% of their total
number of vendors, Grant estimates. Items in this category
include services such as landscaping, pool maintenance, pest
control, snow removal, fire safety, and security. Tail spend also
includes corporate expenses, such as employee travel, rental car,
uniforms, office products and furnishings, and human resources.

Managing the tail spend at each community in an owner’s
portfolio can be an efficiency nightmare, Grant says. “They are
regional expenditures that take a lot of resources to manage,
which most multifamily property owners and operators don’t
have. As a result, they add up to a large spend.” The often
unpredictable, one-off nature of tail spend items can also lead
to rogue spending by individual site operators.


https://info.omniapartners.com/resources/insights/what-does-gpo-stand-for-who-can-use-one-omnia-partners

A GPO can make sense of the chaos and right-size the tail spend of to an organization’s total budget,” he acknowledges, “but the ability

multifamily owners and operators through its members’ collective to work under a contract negotiated by a GPO that fixes their pricing

purchasing power. It can vet and consolidate suppliers and negotiate for a set period of time can bring tremendous peace of mind. They

contracts with robust pricing models and service-level agreements know that their spend is managed, thanks to the deals they can grab

that are fair or advantageous to owners. Moreover, a GPO can through their GPO membership.”

monitor the competitiveness of contracts year-round and update

supplier lists to give site personnel a single go-to directory, reducing And because many GPOs don’t have the staffing or desire to act as

the incidence of rogue spending. a procurement agent on behalf of each member company, owners
can retain control over which service providers they hire, how

By consolidating services and suppliers, Grant estimates that a GPO much product they order, and approval of the spend amount, Grant

can save upward of 10% to 15% of a multifamily owner’s or operator’s says. “There will always be an element of control, which most GPO

tail spend budget. “The savings may not be a lot of money relative member companies want.”
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Cardinal Group reins in
purchasing practices

Cardinal Group, a multifamily real estate management,
investment and construction company with more than 50,000
units in 38 states,® was struggling with its tail spend.* On-site
staff were purchasing products from the same supplier, but
under separate business accounts, resulting in decentralized,
unchecked spending. Cardinal Group reached out to OMNIA
Partners to gain visibility on its spending patterns and improve its
procurement methods.

With the leverage of the GPO’s collective buying power and
contract portfolio, Cardinal Group transformed its purchasing
processes. Within the first month of joining OMNIA Partners’
national account program, it captured its expected
monthly spend with the supplier, regained control of its overall
procurement strategy and discovered newfound patterns and
insights to manage spending.

-
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https://www.omniapartners.com/resources/success-stories/empowering-multifamily-housing-with-cost-saving-solutions-through-omnia-partners-a-cardinal-group-case-study

Maximizing strengths: How GPOs can improve core spending

Unlike tail spend items, core expenses for multifamily owners and
operators are predictable, recurring, and sizable enough to command
dedicated staff and management resources at large operators.

Core expenses include maintenance, repair and operations (MRO)
items such as painting, flooring, cleaning, and day-to-day routine
expenditures like property management.

For smaller multifamily owners and operators who don’t have the

resources or volume to optimize core spending, the benefits of GPOs
for tail spend also apply here. “When joining a GPO allows them to
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access programs available to mid-market businesses, these owners
and operators can gain tremendous leverage and advantages,”
Grant says.

For large multifamily owners and operators that have already
established competitive contracts, GPO membership can still offer
benefits in core spend. GPOs with dedicated spend analysts can
evaluate a multifamily owner’s or operator’s existing MRO contracts
and programs, monitor their execution and competitiveness, and

increase spend visibility across their real estate portfolio.



GPOs can also vet lesser-known suppliers for new savings
opportunities and check that existing vendors continue to deliver
a high level of service at pricing based on market rates rather than
historical relationships.

For large and complex multifamily owners and operators, select
GPOs will conduct a spend cube analysis to ascertain the value

“The larger the organization, the greater

of their membership. “We look at raw accounts payable data— the value a GPO can offer, specifically if

how much an owner or operator is spending by supplier—and it performs custom data analytics. You'll

map out the quickest route to value for them through their GPO find a vast majority of savings there

membership and our negotiated contracts,” Grant says. versus an off-the-shelf program.”

GPOs may also conduct SKU rationalizations of an organization’s — Dan Grant, senior vice president at OMNIA Partners

MRO spend to consolidate or standardize bulk purchasing across
the portfolio. Take garbage disposals and batteries, for instance.
“Whether it’s on a specific horsepower or brand type,” Grant says,
“we can standardize on two or three SKUs and provide tremendous
savings.” GPOs can even research utility or manufacturer rebate

eligibility and compare brands in the same product category.
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Unexpected gains:
How GPOs can drive ancillary
revenue into operations

Multifamily owners and operators are well aware ancillary revenue
opportunities exist for their real estate portfolio. They can lease
rooftop space to cellular carriers and develop partnerships with
service providers offering everything from renters insurance to
trash valet, banking services, and car rentals.

The problem is that owners and operators lack the time and
expertise to strategize on and scrutinize ancillary revenue
generation opportunities. “Unfortunately, owners and operators are
so busy managing their core spend and MRO categories that they
don’t have the time to put together a thoughtful plan,” Grant says.

Depending on their subject matter expertise in contracts and in
different industries, GPOs can identify and vet ancillary revenue
opportunities and potential partnerships for members. For a
cellular carrier eyeing a property’s rooftop space, a GPO might
conduct due diligence on the leasing terms, resident impact,
maintenance responsibilities, and property aesthetics. A GPO
also can research competing contracts and negotiate favorable

ownership rights.

© OMNIA

Recently, OMNIA Partners helped a national 10,000-
unit multifamily operator switch® the lease of its

rooftop space from one cellular solutions provider to
one of the GPO’s vetted providers. Under the GPO’s
contracts and leasing terms, the owner gained a
94% increase in cellular lease rental income—a
jump of per month. OMNIA Partners also
negotiated an annual rent increase for the owner,
start-up costs coverage, and reimbursement for
future tax and utility liabilities.

And all these benefits came with no physical
changes or additional towers to the operator’s
properties. “We just improved the contracts and
terms that they had with their carrier,” Grant says.



https://hubs.la/Q02KY0xn0
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Deal-starter: How owners and operators can find the right GPO

Finding the right GPO to join can yield big cost and resources
savings for multifamily owners and operators. When researching
GPOs, a multifamily property owner and operators should look for
the following characteristics:

« Established track record of serving large operators in
multiple geographies

+ Expertise on facility operations and maintenance

« Access to legal and subject matter experts and
spend-analytics software

» Hassle-free customer service and support
“Ask yourself, ‘Does the GPO have the purchasing power to

deliver an economic benefit to us?’” Grant says. “Do they
have the resources to help my team perform?’”

© OMNIA

Multifamily owners and operators should also understand their
obligations to the GPO, including membership fees, minimum
spend or order amounts, and contract term lengths. Don’t forget:
Not all GPOs are created equal. Some offer greater benefits,
programs, and options than others—and without requiring
membership or sign-up fees or spend obligations.

With the right GPO, multifamily owners and operators no longer
have to face the industry’s financial challenges and talent
shortages alone. Seek a GPO that will help you boost NOI,
optimize costs, and enhance operational efficiency, ultimately
increasing your property value and helping you discover a
better way to buy.

Learn more about

OMNIA Partners Become a member
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As your ally in the purchasing process, OMNIA Partners is
dedicated to optimizing procurement for your organization.
Our goal is to improve the way your organization identifies,
evaluates, and procures what they need at the best

value. With free membership, you’ll gain full access to

our portfolio of leading national supplier contracts, spend
visibility, analytics, and subject matter experts to help you
identify more strategic and efficient ways to procure. We
are here to help you achieve your procurement goals
while saving you time and money along the way.

Discover a better way to buy at www.omniapartners.com

LEARN MORE


http://www.omniapartners.com
https://www.omniapartners.com/
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studiolD is Industry Dive’s global content studio offering

brands an ROl rich tool kit: Deep industry expertise, first-party
audience insights, an editorial approach to brand storytelling,
and targeted distribution capabilities. Our trusted in-house
content marketers help brands power insights-fueled content
programs that nurture prospects and customers from discovery
through to purchase, connecting brand to demand.

Learn more
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