
Unpacking the reviews of military resale that were directed 

by the Congress in the latest Defense bills that were acted on 

in June and July 

There were a number of actions taken by Congress this summer that will have a 

major effect on resale programs and on the way companies conduct business with 

the resale entities of the DOD. Congress is concerned and involved in what is 

happening at the Defense Commissary Agency and at the Department of Defense 

with regard to structural changes in the management and operation of the 

exchanges and commissaries.  

Here’ we examine the reviews that were directed by Congress.  In their respective 

bills for the Fiscal Year 2020 (October 1, 2019 -October 1, 2020) the House of 

Representatives and the Senate directed the Government Accountability Office to 

conduct reviews. 

The Government Accountability Office (GAO) is the Congress’s arm to look at 

management and fiscal issues for all of the federal government.   

During the last GAO review of resale programs, ALA spoke with GAO and 

provided our views on resale reforms.  We intend to do the same with GAO this 

time around.   

In the arcane and oblique world of legislating, there are differences in how the 

House and Senate treated the GAO review.   

The Senate did not legislate the review or  place the review into law.  They put it in 

their report.  And, because it is in their report, GAO can start their review right 

away (and has already getting organized to do the reviews).   They also asked for a 

briefing and not a report, which may or may not be made public.   

The House decided to mandate the review in legislation.  So, theoretically, the 

GAO would not start until the House and Senate concluded their deliberations on 

their bills (which may not occur until September or later) and agreed on what the 

GAO review would do.  The House asked for a report which would usually be 



made public.  Another major part of the House bill is that DOD can’t proceed on 

consolidation until the report is provided to the Congress and “accepted” by the 

Congress.  We’re not sure what “accepted” means.  Does it mean “agreed to” or 

“received by” the Congress? 

Practically, and in ALA discussions with folks familiar with the GAO review, they 

are already aiming to review those subjects that were included in both bills and are 

mobilizing and organizing to conduct the reviews.  

Here’s a side-by-side of both the House and the Senate Bills. 

Due date 

The Senate asked GAO to complete their review by December 31 of 2019.  They 

asked for a briefing and not a report.   

The House bill (that has to be agreed to by the Senate) asked for their report by 

April 1, 2020. 

Elements of the reviews 

The Senate request 

 Comptroller General assessment on defense efforts to reform business 

operations of the defense resale system.  These reform efforts include the Business 

Case Analysis that was issued the Community Reform Task Force that has been 

reported in ALA publications and was a subject of the ALA’s June 19 

Congressional Caucus and Public Policy Forum. 

Impact of reform on DeCA’s sales, expenses, customer satisfaction and expense 

structure.  This includes the BCA above and all of the efforts that have been made 

including the Boston Consulting Group initiatives and the CPI negotiations at 

DeCA.   

 The potential courses of action that may increase competitiveness reduce the 

DECA’s reliance on annual appropriations, and position commissaries and 



military exchanges for annual sales growth.  This includes the cuts to the 

commissary appropriations that have been laid in by DoD over their five-year plan 

to include a $1 billion reduction by 2022.    

Positive and negative effects of reform on commissary and military exchange 

patrons and employees.  In other words, has patron satisfaction gone up or down, 

(sales are always good indicator).  And, DeCA is in the process of reducing its 

workforce by 1500.   

The potential of the military exchanges to increase financial support to the 

Services’ morale, welfare, and recreation programs.  Would merging the resale 

agencies have an effect on the exchange programs to spin off earning s to MWR 

programs? 

 Accounting procedures pertaining to the sources and uses of funds generated by 

and allocated to commissaries to ensure that sufficient internal controls are in 

place to safeguard funding.  Merging the exchanges and commissaries may entail 

mixing nonappropriated (exchange) funds with appropriated (commissary) funds 

and the Committee wants to know if these funds are going to lose their identity.   

The House request 

The House bill would put the GAO review into law: 

The Comptroller General of the United States shall conduct a review of the 

business case analysis performed as part of the defense resale optimization study 

conducted by the Reform Management Group, titled ‘‘Study to Determine the 

Feasibility of Consolidation of the Defense Resale Entities’’ and dated December 

4, 2018.  This review is more limited in that they want GAO to review the 

Business Case Analysis that has been approved by the DoD’s Chief Management 

Officer and directed by the Deputy Secretary of Defense.   

They want GAO to peel back the onion on: “Descriptions and justifications for the 

assumptions, analytical choices and data used by the Reform Management Group 

to calculate:  



(A) Pricing.  We assume this means prices that would be charged to patrons.  It 

also could mean the prices charged by manufacturers and suppliers to exchanges 

and commissaries.   

 

(B) Sales assumptions. Would sales go up or down under the new structure 

recommended by the task Force? 

 

(C) Accuracy of methods employed to measure patron savings levels.  The 

exchanges use A.C. Nielson and other commercial methods to calculate savings 

levels.  The commissaries abandoned their long-standing savings calculations a 

couple of years ago in favor of another method of calculating savings that included 

local surveys and other factors.  

(2) The timetable for consolidation of military exchanges and commissaries.  

(3) The recommendations for consolidation developed as part of the business 

case analysis, including the overall cost of consolidation.   

(4) The budget and oversight implications of merging non-appropriated funds 

and appropriated funds to implement the recommended reforms.  

(5) The extent to which the Reform Management Group coordinated with the 

Secretaries of the military departments and the chiefs of the Armed Forces in 

preparing the study and the extent to which the Reform Management Group 

addressed concerns of the Secretaries of the military departments and the chiefs 

of the Armed Forces in the study.  The Army, Navy and Air Force concurred with 

the Business Case but expressed reservations during various iterations of staffing 

the report.  The Congress wants to know about the process of soliciting the views 

of the DOD’s military departments.   

(7) If the recommendations in the business case analysis were implemented—  

(A) the ability of military exchanges and commissaries to provide earnings to 

support on- base morale, welfare, and recreation programs; and  



(B) the financial viability of the military exchanges and commissaries. With 

commissary cuts still in the Defense plan, would the merger result in diverting 

exchange earnings to underwrite the operations and savings levels of the 

commissaries? 

Where’s it go from here? 

The GAO will start work based on what the Senate did in their report.   The GAO 

will probably will incorporate aspects of the review requirements that the House 

put into law but don’t have legal effect until the House and Senate complete their 

conference deliberations on the Defense bills and get them signed by the President. 

There may be other review elements added to the GAO review in conference and 

DoD may weigh in to change the language, particularly the restriction on any 

consolidation until the GAO review is done and “accepted” by Congress.   

Your Association will be active in letting policymakers know our views on the 

scope of the reviews.   

 


