
What would sequestration mean for military resale? 

Confused?  So is the sequestration situation. 

What we don’t know: 

Whether sequestration will take place at all.  This is all wrapped up in the 

deliberations over the entire fiscal cliff issue and the prospects for the Democrats 

and Republicans to get an overall deal on tax cuts and entitlement spending.   

What we do know: 

If sequestration is triggered and remains in place, the Defense Commissary 

Agency would be hit hard.  The proposed reductions outlined in the Sequestration 

Transparency Report identify a FY2013 9.2 across the board reduction of all 

Defense spending including spending for commissaries.  For DeCA, this equates o 

around $130 million in DeCA operating funds and a $25 million reduction in 

surcharge.   This would have to be absorbed in a shortened fiscal year due to the 

fact that the reductions do not take place until the second quarter of the fiscal 

year.   

A couple of years ago, when a $50 million in reduction to DeCA was considered, 

projections were that one store in each major metropolitan area of the United 

States would have to close.  So, we can reasonably expect that, if sequestration 

were to materialize, some 25-30 stores would be identified for closure.  There 

would be some effort to mitigate the impacts by looking to metropolitan areas 

with multiple stores but in some cases communities will be shut out.  The formula 

used considers active duty population only so you can figure who is on the short 

end on this phase of the reductions. Reduced Service:  Most of DeCA’s budget is 

in appropriated funded civilian salaries.  Some DoD officials have stated that the 

only way to get the reductions required under sequestration would be furloughs 

of civilian employees.  In order to gain the savings required, the furloughs would 

have to be substantial.  All stores would face a reduced service schedule.  Most 

likely scenario is that all stores would close at least one day a week from the 

current schedules.  The long-term impact on sales would be devastating.  In 

addition, there is a little known multiplier here and that is the impact on exchange 



sales.  The exchange sales are historically 25% less on a day when the commissary 

is closed. Do the math and see the impact on profits and dividends. 

The impact on the workforce is equally devastating.  Remember that the military 

resale system is the largest employer of military family members and veterans in 

the world.  Each employee would be furloughed for up to two days a week every 

employee in the agency.  The reductions in surcharge will significantly impact the 

agency’s ability to maintain its store infrastructure.  It is nearing a timeline when 

major technology investments need to be made but the funding will not be there.  

While we cannot predict with precision, there also could be corresponding 

ratcheting-down of funding for maintenance and distribution.    

The Exchanges:  The pressure on operations and maintenance accounts of the 

services would be enormous.  Estimates place the reductions to the overall 

operating accounts of the Armed Services at $25 to $30 billion.  This would place 

great pressure on appropriated fund support for second destination 

transportation that is funded from operating accounts along with current support 

for some base operating expenses currently picked up by the services.   

The impact is directly on the ability of the exchanges to provide dividends in 

support of MWR programs.  MWR programs will certainly be curtailed in this 

austere funding environment both from reduced dividends and reductions in base 

operations funding.   This, in turn would place pressure on the ability of the 

exchanges to recapitalize their infrastructure as capital funds may have to be 

diverted to fund more dividends to the Services.   

ALA has been working with other Defense-related associations in Washington to 

pressure Congress and the Administration to delay or reduce the impact of 

sequestration.    

ALA’s position is that no reductions should be made to DeCA or the exchanges 

either under sequestration or any other budget calculation or scenario.  We are 

developing a report on the economic benefits to the DoD and the Nation provided 

by the military resale system.    



Preliminary findings of this this report were briefed to the ALA annual convention 

last month and the final report is slated for release in mid-November.  It will show 

a high return to DoD and an even higher return to the Nation for dollars invested 

in the system.  In fact, it will demonstrate that DoD does not save any money by 

reducing these benefits.  And, it will show that the resale benefit is the only 

benefit that saves DoD money the more it is used.   It will also show that the DeCA 

and the exchange funding requirement has dropped over the years while funding 

for other Defense programs has increased, in some cases by 200 percent and 300 

percent.   

This compelling economic case is in addition to the basic and traditional rationale 

and arguments for maintaining current funding levels due to the need to care for 

our military and their families.  Also, we need to remind policy-makers of the vital 

support that the resale system provides in support of the DoD’s mission, including 

in-theater combat support and support at remote locations where there are no 

alternatives for subsistence and support for our military folks. 

 


