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Why GAO Did This Study

VA is developing the next iteration of
its prime vendor program, MSPV
2.0, to meet the healthcare needs of
about 9 million veterans. GAO’s
prior work found that VA medical
centers’ use of the MSPV formulary
fell below targets in VA’s prior
iteration of the program and that VA
lacked an overarching medical
supply program strategy. In 2019,
GAO elevated VA Acquisition
Management to its High Risk List, in
part due to its lack of an effective
strategy for procuring medical
supplies.

GAO was asked to review VA’s
MSPV program. This report
assesses, among other things, VA
medical centers’ use of MSPV-NG
and whether MSPV 2.0 will mitigate
current program issues, as well as
whether VA has measures for DLA
MSPV pilot success and scalability.
GAO analyzed VA and DLA
documents and data, conducted site
visits to 12 VA medical centers with
higher medical supply spending, and
interviewed VA and DLA officials
within various levels at the agencies.
GAO completed most of this review
prior to March 2020, and, thus, did
not address the COVID-19
pandemic.

What GAO Recommends

GAO is making eight
recommendations to VA, including
that it examine opportunities to
automate aspects of the formulary
management process, reduce the
number of drop-shipped items, and
develop a plan to measure the
success and scalability of its DLA
MSPV pilot. VA agreed with GAO'’s
recommendations.

View GAO-20-487. For more information,
contact Shelby S. Oakley at (202) 512-4841 or
OakleyS@gao.gov.

VA ACQUISITION MANAGEMENT

Actions Needed to Improve Management of Medical-
Surgical Prime Vendor Program and Inform Future
Decisions

What GAO Found

The Department of Veterans Affairs’ (VA) Medical-Surgical Prime Vendor-Next
Generation (MSPV-NG) program is intended to provide an efficient, cost-effective
way for its 170 medical centers to order supplies. But only 11 percent of these
centers met VA’s target of using the MSPV-NG formulary—the list of supplies
offered—for 90 percent of medical supply purchases. GAO met with 12 medical
centers and found contributing factors, such as a manual formulary management
system, that resulted in ordering errors and delivery delays. VA’s planned MSPV
2.0 program is designed to fix some, but not all, issues. The manual formulary
management system, among others, will remain unaddressed.

In addition, GAO found that supplies shipped directly from manufacturers instead
of local warehouses—known as drop shipments—often result in late deliveries
(see figure). About a third of supplies on the MSPV-NG formulary are drop-
shipped, and this issue will continue under MSPV 2.0, as reducing drop-shipped
items is not part of VA's planned changes under the new program.

Out-of-Stock Notices Observed in VA Medical Center Supply Storage Areas
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VA is also piloting the use of the Defense Logistics Agency’s (DLA) MSPV
program at three VA medical centers to determine whether it provides a more
effective means of obtaining required medical and surgical supplies than MSPV
2.0. VA started the pilot at one location but delayed rollout to the other locations
by almost a year, to July and August 2020, because of technology integration
challenges. VA has not established comprehensive metrics or criteria from which
to determine the pilot’s success or whether the pilot could be scalable to medical
centers VA-wide. Without these metrics, VA risks not having an effective
methodology for evaluating pilot success.

In September 2020, after GAO sent a draft of this report to VA for comment,
senior VA officials stated VA has decided to implement DLA MSPV VA-wide in
place of MSPV 2.0, and will continue to implement MSPV 2.0 in the interim. This
planned approach makes assessing the outcomes of the implementation at the
initial sites all the more important, to help VA understand potential challenges.
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