
As members of the Congressional military sub-
committees pored over the details of the Na-

tional Defense Authorization bill, representatives of 
the House Military Personnel Subcommittee queried 
Military Resale and Department of Defense leadership 
about the impact of a constricted budgetary environ-
ment on their operations, and on military personnel 
and their families. Here are some 
of the key moments during the 
dialogue.

“I remain a strong supporter of 
military commissaries, exchanges 
and the Morale, Welfare and Rec-
reation programs and will con-
tinue to work to ensure that these 
programs continue to provide the 
effective benefits our men and 
women in uniform deserve.”

— Subcommittee Chairman 
Rep. Joe Wilson (R-S.C.)

—Continued from page 3, HASC Military Resale Hearings

‘Now more than ever, our military and their families 
need the programs and services we provide. Af-
ter 12 years [of combat deployments], more and 
more are coming home, which means there’s 
going to be a greater need for 
these programs and resources. 
It’s only slightly ironic that we’re 
talking about pulling them back. 
We have nothing left to cut. … 
This is not only a readiness issue 
and a resilience issue, it’s also 
a national security issue and a 
moral imperative.’

— DASD MCFP Rosemary Williams

Williams
DeCA CEO Joe Jeu, Walter 

Buckert of Webco and Coca-
Cola’s Phil Sakowitz (left to right) 
confer before the hearing starts.

DeCA CEO Joe Jeu

‘A Matter of Readiness, National   Security … and a Moral Imperative’

‘Now more than ever, our military and their families ‘Now more than ever, our military and their families 

AAFES CEO Tom Shull

“The transition to a smaller force and the continued 
support that our military servicemembers and their 
families will need is important if we are to ensure that 
the quality of life that they have earned is provided for.” 

— Subcommittee Ranking Member 
Rep. Susan A. Davis (D-Calif.)

“Over the past 20 years, we have been 
able to reduce our funding requirements 
by $700 million … Every day we are 
looking for more and greater efficiencies 
… there’s a misperception, perhaps, that 
there is some magic out there for DeCA 
to do. We do not have any low-hanging 
fruit; all of those are gone. What we 
have left are minor efficiencies.”

— DeCA 
Director and 
CEO Joseph 

H. Jeu

“The brokers themselves hire employees 
who work in the stores so that DeCA does 
not have to hire employees. Many of the 
folks who stock the stores are paid for 
though the private sector. Our folks are 
part of that solution.”

— AFMC President Tom Gordy

“Our operations increase the combat potential of America’s forces 
and enhance the probability of mission success for our troops and 
our country.”      —  AAFES Director and CEO Thomas C. Shull 

AAFES CEO Tom Shull (center) makes a point with (from left) 
ALA President Pat Nixon, DeCA CEO Joe Jeu and AAFES’s 
Mike Immler; in background, AAFES COO Mike Howard, 

DeCA’s Bill Sherman and Richard Steinberg of S & K Sales.

Rep. Joe Heck (R-Nev.)

AFMC President Tom Gordy

Ranking Member Rep. 
Susan Davis (D-Calif.)

Chairman Rep. Joe 
Wilson (R-S.C.)
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“All of our back office functions serve 
both the exchange as well as the MWR 
program …We are looking at additional 
reductions and efficiencies as I speak to-
day … To combine the operations would 
actually cost us more money than it does 
to operate our exchange and our MWR.”

—  Marine Corps Semper Fit and 
Exchange Services Director William C. 

Dillon

“This is really a model for a partnership 
between the public sector and private sector 
looking for efficiencies in opera-
tions … It’s important to note 
that these operations work as 
businesses. Every decision they 
make is based on efficiency and 
effectiveness.”

— ALA President Patrick B. 
Nixon

“It gives military families the op-
portunity to shop like the rest of 
America, even when they are not 
in America.”

— Rep. Brad Wenstrup 
(R-Ohio)

“I can attest to what a valuable 
service and benefit [commissaries 
and exchanges] are. While nobody 
wants to balance the budget on 
the backs of our servicemembers or our veterans, 
there are going to be some hard 
decisions to make.”

— Rep. Joe Heck (R-Nev.)

PHOTOS: RICK SANBORN

‘…the bottom line is that we each are opti-
mizing our operations … This 

allows us to meet the needs 
of our servicemembers while 
still maintaining operational 

efficiencies, cooperatively, 
without having to create one 

‘mega’ organization.’ 
— NEXCOM CEO Rear Adm. 

Robert J. Bianchi, SC, USN (Ret.)

mizing our operations … This 

of our servicemembers while 

without having to create one 

Bianchi

William Dillon, MCX

ALA President Pat Nixon

Subcommittee Professional Staff 
Member Craig Greene greets 
NEXCOM’s Gerald Outar and 

AFMC’s Tom Gordy (left to right).

NEXCOM Washington Office Director 
Gerald Outar (left) talks business with his 
AAFES counterpart, Gregg Cox, and NEX-

COM’s Lt. Elizabeth Kalinski, SC, USN.

NEXCOM and 
AAFES CEOs Bian-
chi (left) and Shull 
chat while AAFES 
COO Mike How-
ard and Deputy 

Director Maj. Gen. 
Joseph S. Ward Jr., 

USAF, listen.

AFMC President Tom Gordy (left) 
discusses quality of life with DoD 
Resale Activities and NAF Policy 

Director Mike Kelly and Deputy As-
sistant Secretary of Defense (MCFP) 

Rosemary Freitas Williams.

Rep. Brad Wenstrup (R-Ohio)

Del. Madeleine Bordallo 
(D-Guam)

‘A Matter of Readiness, National   Security … and a Moral Imperative’
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(Ret.) stated, “In NEXCOM’s case, we are an inte-
gral part of the Navy. I am an Echelon 3 command, 
under the direction of the Secretary of the Navy. 
NEXCOM is involved in more than just retail. While 
NEXCOM has the retail component, we are also part 
of the strategic messaging of the department — the 
family and personal readiness aspect — so I believe 
if you asked my senior leadership, they would say 
that NEXCOM is woven into  the fabric of the Navy 
leadership and the Navy’s mission readiness.
“We have undertaken areas where we may be able to 
have cooperative efforts, where we can save money 
… I think the bottom line is that we each are opti-
mizing our operations … This allows us to meet the 
needs of our servicemembers while still maintaining 
operational efficiencies, cooperatively, without hav-
ing to create one ‘mega’ organization.”
Marine Corps Semper Fit and Exchange Services 
Director William C. Dillon said that from the MCX 
perspective, “We already are a combined operation. 
Not only do I have responsibility for the exchange, 
but I also have responsibility for MWR programs. 
Years ago, we consolidated those two functions so 
that we could become more efficient. All of our back 
office functions serve both the exchange as well as 
the MWR program, so we have taken that step to 
become as efficient as possible. We are looking at 
additional reductions and efficiencies as I speak today 
… To combine the operations would actually cost us 
more money than it does to operate our exchange 
and our MWR.”

SUSTAINABILITY
Next, Madeleine Bordallo questioned Jeu. “How does 
your agency intend to monitor any objectives you may 
have in place to provide fresh and healthy products to 
military families, and how will your agency maintain 
awareness of these goals across the many individual 
commissary stores?”
Jeu replied, “We try to buy locally whenever it makes 
sense. We look at price, quality and customer prefer-
ence … price because it’s more sensitive in overseas 
areas, because Congress decided that cost of goods 
overseas should be no higher than the cost of goods 
in the U.S. So overseas, we look at price, as well 
as quality and customer preferences, but whenever 
possible, we try to buy locally.”
Jeu noted that in Guam’s case,  the agency does “buy 
from 15 local vendors, from the local community, for 
items such as bakery, snacks, some miscellaneous 
drinks and so on, and in limited cases, vegetables and 
fruits. … We encourage this not only in Guam, but 
elsewhere throughout the U.S. … We do the same thing 
on seafood. We try to buy locally, and on domestic 
seafood, sales went up by 6.6 percent, far outpacing 
sales from other sources.”

SEPARATE BUT EQUAL, PART 2
Wenstrup said that as a Reserve member, there was 
“some morale value” to the commissaries and ex-
changes. “It gives military families the opportunity 
to shop like the rest of America, even when they 
are not in America.” However, stores like Walmart, 
“have clothes and groceries and it is usually in one 
building, and so many times on our bases, we are in 
two separate buildings. Is there a history as to why 
we have two separate buildings, the exchange and 

PANEL Q&As
Following the witnesses’ initial testimony, DeCA 
Director and CEO Joseph H. Jeu was first witness 
from Military Resale to respond to questions from 
the Subcommittee Panel. 
Chairman Wilson asked the DeCA director, “What 
initiatives has DeCA taken to become more efficient 
in anticipation of reduced appropriated funding?” 
Jeu replied that the agency has a “long history” of 
becoming a model agency. “Over the years, we have 
taken every effort to become more efficient. Over the 
past 20 years, we have been able to reduce our fund-
ing requirements by $700 million, and we reduced 
our inventory by $500 million.
“We have a long history, but even with that, every day 
we are looking for more and greater efficiencies … 
there’s a misperception, perhaps, that there is some 
magic out there for DeCA to do. We do not have 
any low-hanging fruit; all of those are gone. What 
we have left are minor efficiencies. 
Wilson then asked ALA President Patrick B. Nixon 
and AFMC President Tom Gordy, “Has there been any 
dialogue with the private sector resale community to 
help increase efficiencies as a resale community to 
ensure the commissary benefit is sustained?”
“Yes,” Nixon responded, “and this is really a model 
for a partnership between the public sector and private 
sector looking for efficiencies in operations. Continu-
ally, there are standing committees that work with the 
leadership of all of the resale commands to seek out 
opportunities to improve supply chain efficiencies. A 
blue-ribbon panel looking at supply chain efficiencies 
has been established, led by David Sisk of Procter & 
Gamble. It’s working with each of the resale com-
mands to identify opportunities to bring best business 
practices into the military resale business channel 
and drive efficiencies. It’s important to note that these 
operations work as businesses. Every decision they 
make is based on efficiency and effectiveness. This 
is just an additional opportunity to partner with them 
to look for additional opportunities.”
Gordy added that AFMC members, in particular, “are 
brokers representing manufacturers. The brokers them-
selves hire employees who work in the stores so that 
DeCA does not have to hire employees. Many of the 
folks who stock the stores are paid for through the 
private sector. Our folks are part of that solution. 
These are efforts that have been going on for decades. 
When you take a look at the commissaries and the 
exchanges, it is clearly a public-private partnership so 
that this benefit can be delivered in a world-class way.”

MWR AREAS OF INTEREST
Ranking member Davis posed a question to Assis-
tant Secretary of Defense for Military Community 
and Family Policy Rosemary Williams. “I know by 
your remarks that there has been a review of military 
support programs under the Task Force on Com-
mon Services. Could you summarize some of the 
preliminary findings?” 
Williams replied, “The task force concluded five 
months of weekly meetings and a really intense study 
of the overhead functions … We are compiling a final 
report on the discussion, which will be ready by the 
end of this year, and we will have a good sense of 
the recommendations laid out. 
“Our military and their families need the programs 
and services we provide. After 12 years of combat 
deployments … more and more are coming home, 
which means there’s going to be a greater need for 
these programs and resources. It’s only slightly ironic 
that we’re talking about pulling them back. We have 
nothing left to cut. This is not only a readiness issue 
and a resilience issue, it’s also a national security 
issue and a moral imperative.”

OFFSETTING COMMISSARY COSTS
Subcommittee member Joe Heck (R.-Nev.) said, 
“I can attest to what a valuable service and benefit 
[commissaries and exchanges] are. While nobody 
wants to balance the budget on the backs of our 
servicemembers or our veterans, there are going to 
be some hard decisions to make.
“Some of the ideas thrown about specifically for DeCA 
include increasing the surcharge from 5 percent to 
10 percent; going to an enhanced commissary where 
you may have some other items that you can sell at 
a profit to help offset expenses; or eliminating the 
second destination transportation (SDT) charges and 
increasing the prices of goods by 2 to 3 percent to 
cover those costs.”
Jeu responded, “The commissary benefit is part of 
the military compensation package. It is valued by 
military members as the No. 1 or No. 2 [non-pay 
benefit]. All of those options have a great impact 
on military family members. What it will do is it 
will shift costs’ burden onto military families. In 
each of those scenarios, the savings will go down, 
so therefore, the burden has now shifted.” 

SEPARATE BUT EQUAL
Heck, turning his attention to the exchange directors, 
asked them why there are three separate exchange 
directorates. Rear Adm. Robert J. Bianchi, SC, USN 
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the commissary?”
Gordy answered, “I believe that the law, Title 10, 
outlines separate commissaries and exchanges, and 
that may be the history there.”
Wenstrup said he was curious about that, “because 
if we are looking for places of savings, especially 
in the future, if we could combine them into one 
facility, rather than two separate facilities … plus, 
it makes shopping a little bit easier. I think Walmart 
has figured it out.”

KIOSKS, FOOD COURTS
The Ohio Congressman then asked the witnesses 
about kiosks. “What is the arrangement with them? 
… Are they just leasing space for a percentage of 
profits? … How does that work when we have these 
outside vendors that have their own kiosks within 
the facilities?”
Bianchi said that for NEXCOM, “We basically set 
up short-term concession arrangements with them, 
typically they carry vendor-owned inventory, and 
we negotiate a commission percentage with them. 
It allows us to bring in some niche-type categories 
and offer variety and excitement to the shopper … 
These concessionaires will rotate through so that 
we provide variety, but we’re negotiating favorable 
commissions with them and that goes into our bot-
tom line which drives the dividend.”
Wenstrup asked if that was the same arrangement 
with the chains in the food court.  “The models are 
different there,” Bianchi said. “Some of those we run 
organically, and others are concessions. In the Navy, 
we provide the space, so basically, we give them 
a ‘white box’ and they come in and they perform 
under contract.” 

SECOND DESTINATION TRANSPORTATION
Wilson asked Williams about reductions to Second 
Destination Transportation (SDT) costs “if DoD must 
comply with the cuts associated with full or partial 
sequestration.”
“We have continually focused on improving efficien-
cies with the transportation costs through efficient use 
of transportation modes, cooperative efforts among 
the services,” she said, deferring to the services to 
explain these efficiencies. “The Department’s stand 
is that the services are complying with the statutory 
requirement to fund the expenses of transporting 
commissary and exchange supplies overseas. Further, 
the Army reports that SDT is fully funded through 
the fiscal year 2019 defense plan, and we believe that 
the other services have made similar commitments.”
Bianchi said that SDT is a “critical element” in de-
livering the exchange benefit, and the ability to have 
the fully funded account “enables us to provide these 
comparable products and assortments overseas. It’s 
not only a morale factor, it’s a necessity in many areas 
where these types of goods aren’t available. It is an 
efficient and effective way to provide the merchandise 
… we can ship it out economically; we can serve, in 
essence, as a distribution node for those products. 
“If you think about thousands of overseas folks going 
online and ordering their own items, and the effect 
that that has on the military postal system — it’s go-
ing to be ‘pay me now or pay me later.’ You’re going 
to spend more money shipping it individually than 
you can if we bring containers of jeans overseas.”

Bianchi said that NEXCOM has cooperative efforts 
with DeCA and AAFES for van stuffing, “We’ve saved 
money over the years … but overall, I believe the 
loss of that would result in either having us raise the 
prices on products for those stationed overseas — and 
that would drive cost of living allowance (COLA) 
rates up — or it would force us to rationalize our 
assortments, which I think would be going against 
Congressional intent, which is why the statute was 
put in place back in 2006.”
Shull added, “We were asked by the Army to take a 
very hard look at SDT this last year, and, of course, 
I am new to the Exchange … I took a kind of dif-
ferent look at it.” 
Based on his experience as a civilian retailer, he 
noted, “We were able to reduce costs of SDT by 
about $20 million this last year, and we project $10 
million, but that is ‘the slack’ in the system, the inef-
ficiency, that we partly allowed to occur as we ramped 
up to serve in a combat environment. Now that we 
are drawing down, there were some efficiencies to 
be gained — for example, shipping surface versus 
air, for various products in contingency areas and in 
Europe. We need to get product in quicker to serve 
those who are in harm’s way.
“Now that we’re moving into a more of a peacetime 
environment, we were able to look at that rigorously 
and are able to reduce it. But we are at the point where 
it is efficient, in my view … if we take more money 
out of the SDT support, we will be risking readiness 
and resiliency and possibly having to increase prices 
or change the product mix that we provide locally in 
terms of ‘a taste of home’ and having the right mix 
of products from the U.S.”
Significantly, Dillon commented, “Today, we enjoy 
the cooperative efforts that we have because the MCX 
is the smaller operation on the block: We often ride 
with shipments either with AAFES, or with NEX-
COM especially. We have a lot less of an overseas 
requirement than they do, so the loss of that benefit 
would be significant to us if it were to be cut, because 
we’re enjoying those savings right now in partnering 
with the other services.”

COMPLEMENTARY SYSTEM
Directing her comments to Shull, Davis said, “At the 

Fort Bliss, Texas, Lifestyle Center, they brought in a 
dollar store, so, in many ways, this store is competing 
with other opportunities that our military families have 
… How do we deal with this issue, where we have a 
potential competitor against the military operations? 
How do you make those decisions?”
Shull replied, “That is a very good question … we 
only have one Dollar Tree location, and we have a 
different business model there. In this instance, we 
work with a broker to fill some vacant space … we 
are going to review that. Part of the problem is that 
when you work through a broker, you don’t necessarily 
have full control over the merchandise assortment. 
“We are reviewing that merchandise assortment to 
make sure that it does not conflict with our sister 
agencies or our own operation in terms of offering 
… we believe that there are 31 items that may com-
pete with the commissary … But remember, it is 
one location — we have 3,700 facilities … We will 
not proceed to broaden the footprint of that kind of 
concept, because we just recently learned that there 
may be some conflict with the offerings of DeCA and 
our sister exchanges, and even for our own offerings 
… We will evaluate whether we should have the store 
in the mix, in terms of assortment and facilities.”
Davis said, “Do you ever hear from DeCA on other 
occasions where, perhaps it is not a dollar store, but 
it is an entity that is competing in some way with 
something very basic that is being offered?”
Shull replied that although there “could be” such 
situations, he was not aware of any others. “We are 
very diligent in working through the Cooperative 
Efforts Board as a team to make sure that we don’t 
compete with one another, or bring in businesses 
that might compete with our own business. We do 
need to look at the Dollar Tree issue. This is the first 
time this has come up in my 18 months, and we will 
take a very serious look at this and make sure that it 
doesn’t compete, particularly with the commissary.”
Jeu said that he believes that all of the services work 
together between commissaries and exchanges, “and I 
believe that when we complement each other, I think 
it brings strength to the resale system. I think that 
when we compete, which we do not, then it makes the 
system weaker. Fortunately, all of us work together 
collectively, and have a complementary system.”

—E and C NEWS

’But we are at the point where it is efficient, in 
my view … if we take more money out of the 
SDT support, we will be risking readiness and 

resiliency and possibly having to increase prices 
or change the product mix that we provide 

locally in terms of ‘a taste of home’ and having 
the right mix of products from the U.S.’ 

— AAFES Director/CEO Tom Shull

DECEMBER 2013EXCHANGE and COMMISSARY NEWS



DoD Requests DeCA Draft Plan 
To Close Stateside Commissaries

• WASHINGTON
“No commissaries have closed, and no commissaries are 

about to close,” Senior Pentagon spokesman Col. Steve 
Warren, USA, told E and C News, amid widespread reports that 
DoD Comptroller Robert F. Hale has asked the Defense Com-
missary Agency (DeCA) to draft a plan for the closure of all 178 
of its commissaries in the 50 states.

NEXCOM Changes GMG Organization
• VIRGINIA BEACH

The Merchandising Division of the Navy Exchange Service Command (NEXCOM) 
recently realigned a series of management and departmental responsibilities. 

Among them were changes to the Merchandising Group, designed to allow NEX-
COM to continue to grow in its target business area.

“In today’s environment, with the many challenges we are facing, the amount of 
categories of responsibility and staff level, the current structure had the VPs and GMMs 
spread very thin,” noted NEXCOM Senior Vice President (SVP), Chief Merchandis-

H. Jeu, director and CEO, Defense Commissary Agency (DeCA); William C. 
Dillon, director, Semper Fit and Exchange Services Division, which oversees 
the Marine Corps Exchange (MCX); Patrick B. Nixon, president, American 
Logistics Association (ALA); and Thomas T. Gordy, president, Armed Forces 
Marketing Council (AFMC).

A lively question-and-answer period followed the opening statements.

DeCA Names MBU Personnel
• FORT LEE

The Defense Commissary Agency 
(DeCA) recently selected several new 

category managers who join four previously 
appointed category managers for beverages, 
frozen foods, dairy, and laundry and paper 
products, in DeCA’s revamped Marketing 
Business Unit (MBU). 

Joel Small was named category manager 
handling direct store delivery (DSD) products, and LaRue Smith was tapped to oversee fresh pet, suncare, 
insecticides and reusable bags, while Randi Robinson will now oversee pre-packaged meats as a category 
manager.

They join earlier-named category managers Michelle Frost, who handles beverages; Richard Walker, 
who has oversight of frozen foods, and Steve Villeneuve, who is responsible for dairy.

Rena Dial, previously announced as a category manager handling laundry and paper products, will 
also be adding batteries and shoe polish to her list of responsibilities.

BY LARRY LAPKA
ASSOCIATE EDITOR

• WASHINGTON

On Nov. 20, the House Armed Services Committee (HASC) 
Subcommittee on Military Personnel convened its annual 

Military Resale Program Overview hearings. Attended by the 
heads of the military resale services, other pertinent parties and 
subcommittee members, the hearings dealt with many subjects, 
with sequestration, budget cutting and efficiencies taking pre-
cedence as major discussion points.

Subcommittee Chairman Rep. Joe Wilson (R-S.C.) presided 
over the hearings. Ranking Member Rep. Susan Davis (D-Calif.) 
and Reps. Joe Heck (R-Nev.), Brad Wenstrup (R-Ohio) and Madeleine Bordallo 
(D-Guam) all took an active part.

Witnesses included (in photo above) Rosemary Williams, deputy assistant 
secretary of defense, Military Community and Family Policy (DASD, MCFP); 
Rear Adm. Robert Bianchi, SC, USN (Ret.), chief executive officer (CEO), 
Navy Exchange Service Command (NEXCOM); Thomas C. “Tom” Shull, 
director and CEO, Army & Air Force Exchange Service (AAFES); Joseph 

• WASHINGTON

Commissaries and 
f a m i ly  m e m b e r 

programs were among the 
top priorities named by 
representatives of family 
support organizations dur-
ing a public hearing of the 
Military Compensation and 
Retirement Modernization 
Commission (MCRMC) in 
November. 

The nine-member com-
mission is tasked with re-
viewing the entire spectrum 
of the military compensa-
tion and retirement systems. 
MCRMC chairman, former 
Assistant Secretary of De-
fense for Force Management 
and Policy Alphonso Maldon 
Jr., said in his opening re-
marks, “I want to make sure 
everyone understands that the primary purpose of 
this commission is not to come out and balance any 
kind of budget on the backs of veterans.”

Asked by Maldon to identify quality-of-life pro-
grams that are essential to readiness, Joyce Raezer, 
executive director of the National Military Family 
Association, listed child care, Military OneSource, 
commissaries, exchanges and the exceptional fam-
ily member program. 

Raezer praised the commissary system as a vital 
element in the financial well-being of servicemem-
bers and retirees. “Military families consistently 
tell us that they consider the commissary one of 
their most important benefits,” she said. 

Raezer cited the 30-percent savings families 

HASC Military Resale Hearings Spark Frank Talk About Budget Issues

Maldon

Hale

SmithSmall

Ramsay

Paquette

Robinson

Raezer

MCRMC Begins Work with 
Focus on Commissaries, 

Family Programs 

—Continued, MCRMC Hearings

— Continued page 16, HASC Military Resale Hearings

—Continued on last page, Stateside Stores

—Continued on last page, NEXCOM GMG
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