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      • FORT LEE

The Defense Commissary Agency (DeCA) recently issued a busi-
ness model update explaining recent changes to its ongoing 

transformation and the rationale behind them. Among the topics 
covered in the handout labeled “Talking Points,” that emerged 
early this month, were variable pricing, private label, offsetting 
operating costs, DeCA’s forthcoming new regional savings meth-
odologies, differences in apparent before-and-after savings, and 
so-called category “improvements.”

Following notification of Congress this month, the timeline 
for commissary transformation included projects launching in 
February or March 2017, with the private label program intro-
duced in the May time frame.

Cited among the “factors” leading to DeCA’s ongoing trans-
formation in the document were, “military-facing budget cuts 
and downsizing;” “fiscal environment tightening restrictions on 
military benefits;” and the “expectation for DeCA to continue 
to be a responsible steward” of taxpayer dollars. 

“The pressure on DeCA as an agency,” the update noted, “is 
to look at different ways we can transform so that in the future 
we can generate revenue to offset some of the operating costs.”

In attempting to explain how the new business model might 
benefit the patron, DeCA claimed, it will “maintain the patron benefit, 
improve the shopping experience and reduce operating costs.” According 
to the agency, the passage of a series of recent National Defense Authoriza-
tion Acts (NDAA), including the present NDAA for 2017 (see E and C News 
12/16), would “ensure patron savings levels are sustained throughout the 
transformation.” Congress, DeCA asserted, has “set up a guardrail” through 
the enactment of this legislation, that works “as a barrier so that the new 
business model won’t change the value of the dollars patrons spend or the 
savings they receive by shopping at the commissary.”

Explaining how the new savings methodology acts as one of “four pil-
lars” that support transformation, DeCA said, “For the first time, we will 
provide a more detailed and more frequent look at savings and reflect prices 
on the products patrons buy most compared with local competitors in the 
geographic regions they shop.”

Contrasting the traditional method by which DeCA has calculated savings 
with what it described as an “enhanced savings method,” the document said, 
“Today we view savings globally, providing an overall worldwide savings 
percentage of 30 percent.” As the transformation progresses, however, patrons 
can expect to see the release of “new enhanced regional savings figures.”

Elaborating on this enhancement, the update said, “You probably will 
not see 30 percent;” and cautioned “you may see a number that’s lower than 
30 percent. But, even with this enhanced savings method, what a patron 
purchases in a commissary today will still buy the same tomorrow – the 
savings will not change.” Some industry pundits remained unconvinced 
how with the new math a lower savings percentage would yield the same 
level of savings as a higher one.

As far as the “category performance improvement” is concerned, the 
agency said it would “optimize” its stock assortment “to offer the best 
products to our patrons at a lower cost to the taxpayers.” Through this 
process, it said it would “evaluate the full range of branded products in com-
missaries — their savings, costs, patron loyalty and shelf allocation — and 
negotiate with our suppliers to ensure commissaries continue to carry the 
right product selection at the best possible value to patrons and taxpayers.” 

Ultimately, it said, the final designation of allocated shelf space from 
its analysis would form “the backbone of the category-based pilot that will 
be conducted across the DeCA universe. … we are making room on our 
shelves, removing 5,000 to 6,000 slower-moving items, for those faster-
selling items and for private label products,” to determine “the best bang 
for our patron’s dollars.”

PRIVATE LABEL
  DeCA said that the program, expected to begin “sometime in the May 

time frame,” will include “products that offer additional patron savings as 
a quality alternative to national brands.” And, claiming that “commissary 

patrons are asking for it,” DeCA pointed out the agency is the “last major 
grocery retailer without private label in its stock assortment.” 

In addition, the update said the program also allows the agency “to gen-
erate revenue — the difference between the price DeCA spends to procure 
it from the supplier and the price it charges for patrons on the shelf — to 
help offset some of DeCA’s operating costs.” 

Although DeCA would remove 5,000 to 6,000 items to make way for the 
store brand, the update claimed that most of the popular brand products 
DeCA’s patrons want would still be offered.

Discussing its forthcoming store-based alternative pricing project, the 
update said DeCA will “test variable pricing while maintaining the pa-
tron savings benefit.” To do this, headquarters has selected a “handful of 
stores” based on patron demographics, competitive diversity with stores 
outside the gate, and what it described as a “stable environment” — in 
other words, locations where there are expected to be few deployments 
for troops in the community. Distance from another commissary would 
also be another criterion. DeCA’s strategy, the update said, “will be to set 
prices based on market fluctuations on about 1,200 to 1,400 priority items 
patrons purchase frequently.”    

In past decades, many commissaries have posted savings rates outside 
their doors indicating substantial savings on meat and produce, which 
often significantly exceeded savings on some other center store categories. 
In the wake of the Boston Consulting Group’s (BCG) study on commissar-
ies, however, this savings differential was identified as an impediment to 
commissary competitiveness against stores outside the gate. According to 
the update, “Savings can be very inconsistent across the store, with some 
categories at very high savings, while others are cheaper outside the gate.” 
The new “variable pricing” effort, the update said, “is designed to improve 
the patron shopping experience by fixing some of these inconsistencies.”

However, before either the store-based or category-based projects can 
begin, the update said, “DoD must notify Congress. This is expected to occur 
in January, which means the projects may launch sometime in February or 
March 2017,” with private label expected to begin in May.

Describing the transformation as the “next foundational change for our 
benefit going forward,” the update said, “If we don’t do this, we don’t know 
where we will be five years from now or 10 years from now. And again,” the 
update claimed, “it’s all for the patron — sustain the benefit, enhance the 
savings, optimize our assortment, and provide our patrons with competi-
tive pricing compared to what they see downtown.”
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According to DeCA, providing its patrons with competitive pricing compared to what they see downtown is 
key to a successful transformation effort. The new business model must not change the value of the dollars 
patrons spend or the savings they receive while shopping the commissary, for example here at Fort Lee, Va.

FILE PH
O

TO



DeCA Discontinues Value Brand Program
• FORT LEE

On Dec. 29, the Defense Commissary Agency
(DeCA) notified industry that it was discon-

tinuing its once-vaunted Value Brand program, 
effective four days later, on Jan. 2. The notice came 
as the agency prepares to pilot a private label pro-
gram that is slated to create shelf space for and to 
offer DeCA store brands, using for-profit/variable 
pricing. In a subsequent operational alert, DeCA 
said, “Patrons should be made aware that we will 
continue to offer those items at competitive pric-
ing.  However, commissaries will no longer be 
required to maintain the Value Brand labels on 
the shelves.  Consequently, stores are instructed 
to remove the Value Brand labels from the shelves 
and any promotional danglers, signs, or posters 
that may be displayed  throughout the store.”

The new private label program officially com-
menced on Dec. 16, 2016, according to a notice 
to the trade, but products were not expected to 
reach commissary shelves until later this spring.

The Value Brand program — which had its roots 
in the commissary’s “Best Value Item” (BVI) program 
that DeCA rolled out in July 2000 — had been a 
familiar source of extra savings to patrons for 16 
years, and was initially intended to compete with 
commercial stores’ private label offerings. 

Most recently, the Value Brand program was re-
energized in DeCA stores in November 2014, after 
having been out of the spotlight for a number of 
years. DeCA estimated sales generated by its Value 
Brands Program in 2015 were $120.2 million, a 
7-percent increase over the performance of those
products a year earlier.

Last month, DeCA announced that it had se-
lected MDV/SpartanNash, LLC as its third-party 
supplier to source, develop and implement a com-
prehensive worldwide private label program (see E 
and C News 12/16). The company is the agency’s 
largest distributor partner in terms of business con-
ducted with DeCA, and brings with it the resources 
of the Midwestern grocery chain and its numer-
ous grocery store banners. According to published 
comments, profits from the sales of private label 
items were intended to be used to offset the cost 
of operating commissaries.

PROGRAM CESSATION
DeCA’s Dec. 29 announcement of the termi-

nation of its Value Brand program came in the 
form of a Notice to the Trade (NTT No. 17-10, 

“Value Brand Program”), informing suppliers that 
the long-standing program would cease right after 
the beginning of the new year.

“DeCA will no longer promote and maintain 
the Value Brand program as the Agency prepares to 
rollout a private label program later in Calendar Year 
(CY) 2017,” said Tracie Russ, the agency’s director 
of Sales. “Value Brand labels, signage, posters, and 
danglers will be removed shortly after the start of 
the New Year.”

In earlier statements, DeCA had said it expected 
that the initial private label assortment “should 
be available at all commissaries worldwide in May 
2017 and will include approximately 400 items.”  
The agency forecast that private label items “will 
continue to grow to approximately 1,000 items 
by the end of 2017,” and that over the next two 
years it would “continue to add more private label 
products to the commissary stock assortment.”

PROGRAM SCOPE
Although not as large in SKU count as the 

private label program is expected to become, the 
Value Brand program eventually showcased around 
500 items in dozens of categories. (The final as-
sortment, available from Aug. 1 - Dec. 31, 2016, 

included 446 SKUs.) Items generally were priced 
lower than regular commissary prices, and the 
agency stated that in November 2015, on average, 
these items saved patrons about 20 percent when 
compared to commercial retail stores’ brand and 
private label items and about 38 percent against 
national brands. 

The Value Brand lineup included beverages such 
as coffee, soft drinks and juices; cheeses, butter, 
canned and powdered milk; lunch meats, canned 
tuna and salmon; canned and frozen vegetables; 
canned fruit and soup; hot and cold cereals; bread; 
dry pasta and rice; pizza and entrees; peanut butter, 
jelly, honey and condiments; ice cream; cleaning 
supplies, disposable bags, laundry bleach and paper 
towels; pet foods; batteries; health and beauty care 
and other products.

DeCA reported that it worked with its industry 
partners to ensure the products selected as Value 
Brand were consistently priced equal to or lower 
than comparable store brand and private label 
products downtown. According to the agency, prod-
ucts were subtracted or added under the “Value” 
sign based on price, sales performance and market 
changes, and were highlighted on the shelves by 
orange tags and signage.
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With the coming of the commissary private label program later in calendar year 2017, as of Jan. 2, DeCA’s Value Brand program was discontinued.
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NDAA OKs Military Star Card For Commissary Purchases
• WASHINGTON

Now that the 2017 National Defense Authorization Act (NDAA) has 
been signed into law by President Obama in one of his last major 

acts as commander in chief, the Military Star Card has been officially 
authorized for acceptance in Defense Commissary Agency (DeCA) stores.

Section 662 of the conference report authorized the acceptance of the 
Military Star Card at defense commissaries, with “any financial liability of 
the U.S. relating to such acceptance as payment be assumed by the Army 
and Air Force Exchange Service.” The measure means not only an added 
convenience to exchange and commissary patrons, but also a direct sav-
ings to the government in processing fees.

Regarding considerations to be addressed prior to the card’s acceptance 
in commissaries, an AAFES spokesman said, “DeCA previously had shared 
with us their progress on updating their POS system to ensure this would 
be a potential solution for integration. Discussions between all of our 
teams are already underway.”

The spokesman added that although specific details are being worked 
out, “Ultimately all branches will benefit from the increased dividend to 
support quality-of-life programs.”

 The AAFES spokesman noted that DeCA could realize a $4 million to 
$16 million annual decrease in third-party credit card clearance fees (fees 

currently borne by the United States Treasury) and military quality-of-life 
programs could see increased annual dividends of $1 million to $17 million.
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