
 
 

 

 From the Desk of the ALA President – Steve Rossetti 

Quotes of note 

“The U.S. Army would not be investing a billion dollars’ worth of construction if it weren’t going to keep this 
post as a long-term solution.” Jae Kim, U.S. Army Garrison Rheinland-Pfalz’s deputy garrison manager for the 
Baumholder military community on expansion of that base to accommodate increased U.S. presence in 
response to the Russian threat. 

“The Exchange is a launchpad for businesses.”  Air Force Chief Master Sgt. Kevin Osby, Exchange senior 
enlisted advisor on helping small businesses use their network to launch.  

“Taking the Retail Management Academy course was extremely beneficial.”  It gave me the confidence I 
needed to grow. … I was promoted to shift manager after I graduated.  If it wasn’t for this program, I don’t 
believe I would have moved up to manager. It honestly helped me realize that I am ready.” Kristy Demuth, an 
AAAFES RMA graduate and a military spouse who was promoted from customer experience associate to 
shift manager at the Schofield Barracks, Hawaii, Main Exchange. 

“Food inflation is double digits and higher than at the end of Q1.  This is affecting customers’ ability to spend 
on general merchandise categories and requiring more markdowns to move through the inventory, particularly 
apparel.”  Walmart earnings call.  

“This process so far is a complete and total slap in the face to these veterans, and we should not spend a penny 
more on a commission used to advance these awful cuts to veterans’ services.”  Rep. Jim McGovern (D-Mass) 
on killing recommendations of a commission to close and realign Veterans Centers.  

"The Build for Veterans Act pushes VA to modernize and manage its current and future infrastructure needs 
through commonsense provisions that'll save taxpayer dollars in the process.”  Senator Jon Tester (D-Mont.) 
introducing a bill to hire a capital asset manager to assist VA in modernizing its facilities.  

"DOD and TSA worked to identify the source of the problem.  TSA has implemented a software update and 
completed the distribution to the field to correct the problem in early June 2022."  A Defense spokesman 
announcing that new military IDs will be accepted at TSA checkpoints.  

“I think it’s going to be a CR in September.” Sen. Brian Schatz (D-Hawaii), chairman of the Senate 
Appropriations transportation subcommittee on the likelihood of a stop-gap funding bill to keep the 
government running beyond October 1, 2022. 

https://protection.greathorn.com/services/v2/lookupUrl/c9ba1f89-ccda-4043-9a72-85ebc6697df7/616/e1e4f126842286a47c237a26e2d307967fdfe25a


“Sometimes the answer is right in front of you.  The commissary rewards card has great potential for 
supplementing financially distressed military food spend.  Precise demographic data exists in the Defense 
Manpower Data Base such as spouse employment status and number of children living at home.  This data can 
be used to identify military families that are financially distressed.  The rewards card can then be loaded with 
funds to assist those most likely to be experiencing food insecurity.  A portion of the $750 million increase to 
commissaries that the House of Representatives just approved can be targeted to those who need the most 
help putting food on the table.”  Steve Rossetti, ALA President.  

“If they are right on inflation, we won’t be back to normal until more than a year from now — maybe two, 
given what they know now. Their spending behaviors will almost certainly mirror those views.”  Karen Webster 
with PYMNTS on their latest consumer assessment.  

 “The Exchange is continuing its long history of working with businesses that offer American-made products to 
deliver quality U.S. goods to military communities.”  AAFES CEO Tom Shull.   

“State of the art technology exists to direct market the commissary and exchange benefit including vast AI 
capabilities, by-zip code veteran demographics, precise Defense manpower data, CAC card capabilities, and 
geo-fencing patron targeting.  There is no reason commissary sales can’t be $10 billion or more.”  Steve 
Rossetti, ALA President.   

“Alternative food options can advance the health of our environment by reducing the federal government's 
carbon footprint.”   31 Democrat House of Representatives members in a letter to the President urging 
Federal facilities offer more vegetarian options.  

“For our junior enlisted, ages 18-to-24, this is their first deployment — they don’t know what this experience is 
like — so the fact we’re able to partner with Disney to do this, it’s showing a new generation of service 
members the impact the Exchange has to their quality-of-life. The ambition at the Europe region level is to 
direct the effort to Europe. Our NATO partners and allies are gaining attention in the Eastern Europe nations as 
far as providing security.   We have an opportunity to highlight Europe as Southwest Asia becomes something 
in the rear view.” Lt. Col. Shane Barnes, AAFES’ plans chief in Europe on major efforts to get first run movies 
to the troops deployed east in Europe.  

There’s a bigger cloud over supply chains and logistics. For decades, such strategies as lean and just-in-time 
supply chains have been popular, reducing the amount of on-hand and in-transit inventory through greater 
efficiency in production and distribution, freeing up money to invest in other areas of a business.…the 
widespread nature of the disruptions clogged the system. The old expression about a chain only being as 
strong as its weakest link is an apt one for supply chains she said, since the problems with current supply chains 
have demonstrated a number of weak links that existed. "Chains are an apt metaphor and always have been,” 
Kristin Dziczek, policy advisor at Fed Reserve of Chicago. 

“It’s surprising how fast some businesses went from not having enough on their shelves to having too 
much.”  Wall Street Journal on excess inventories and resulting drag on the economy.   

 

By the numbers 

33.5 million—Eligible exchange shoppers. 



53 percent—U.S. consumers feeling worse off financially in 2022 compared to 2021.  PYMNTS 
research.  One-third expect it to worsen. 

3,400—AAFES concessionaires.  

$205 million—AAFES earnings provided to military communities during FY 2021.   Army: $111 million. 
Air Force: $75 million. Marines: $13 million, Navy: $6 million 

700,000—Troops outfitted at cost by AAFES last year.  

1.27 months of sales—Retailer inventory levels--lower than any point on record before the pandemic. 
In May, the inventory-to-sales ratio hit 1.58, which was the highest level since September 
2007.  Commerce Department. 

70 percent--Shoppers, including those earning $100,000 per year or more, are dropping nonessential 
purchases like home décor, apparel, and consumer electronics. 

9.1 percent-- June CPI increase. hitting a new highwater mark. 

5-15 percent—Bureau of labor statistics increase estimate.  

29 to 43 percent—Low t income household spend on food compared to 6.5 to 9.2 percent of highest 
income households.  

20-30 percent—What consumers doing the spending are saying about grocery and retail inflation.  

 

ALA broadcast event features Jim Flannery socializing and announcing initiatives with industry.  The 90-
minute July 26 discussion was held by the DeCA’s Chief Transformation Officer and Acting Director of Sales 
and Marketing along with hundreds of industry participants.  Billed as a listening session, the event prompted 
a healthy interaction on multiple major issues that are unfolding at the Agency.  Flannery announced that in 
August he will be again assuming the sole duties of the agency transformation chief.  

He said that DeCA was getting on the right track and that the industry session was aimed at continuing a 
renewed effort on the part of the Agency to engage industry in plans and processes near and dear to 
furthering the benefit for commissary patrons.  He mentioned that DeCA had been operating in a “No man’s 
land between a benefit and a business.”  “We are a benefit,” he emphasized.  “We sharpened our pricing 
strategy on items that matter most including value pricing, curbside and delivery, expanded hours, and other 
initiatives.  

Flannery noted that the commissary program has turned the corner on successive years of sales losses and is 
now on a growth trajectory.  Both on the supply side and the demand creation side, the session highlighted 
advances in advertising and the massive potential of the rewards card.  He noted that the agency was 
delivering on the 23.7 percent savings but need to focus on things that matter most to patrons.   Detailed 
discussions were held on vendor stocking, swell allowances, financial flow and building supply chain 
scale.    He noted that they are intent on “eliminating non-value-added costs and waste, making DeCA a 
valuable and sustainable business partner with our suppliers and supply chain participants.” 



Flannery also noted that DeCA is intent on an optimized, accountable, and DeCA-controlled supply system 
from Store Demand Signal generation to the complete, on-time, and damage free delivery of the order at the 
Store Dock. 

He gave a sneak preview into other initiatives including two trade notices on vendor stocking and swell 
allowances that came out immediately following the event and are covered elsewhere in this newsletter.   

Another major issue was changing the financial flow and what he described as an overly complex system of 
industry and DECA product and financial flow lines.   He pledged to work with industry on sorting out the 
current system and said he is looking forward to open and active input.  

ALA is grateful to Mr. Flannery and the entire DeCA team for making this event happen.  

A recording of the entire event is on the ALA website.  

October 10-13 ALA Annual Conference is going to be a jam-packed session on multiple levels on multiple 
issues with speakers from the Administration, resale agencies, the Congress and industry.  An organizing 
committee headed by Coastal Pacific’s Stephanie Supplee is actively underway working to provide a first-class 
event.  Look for announcement and details from ALA HQ.  

Exchange sales roundup-June 2022 ($ in thousands) * 

Service           June 22      June 21       Diff.                                         

AAFES        $673,704    $627,577        +7.4%                                                   

NEXCOM $230,786     $229,707        +0.5%                                                   

MCX          $95,889        $87,660         +9.4%                                                 + 

VCS           $34,209        $35,328          -3.2%                                                    

CGX          $25,188            $22,786      +10.5%                                                  

TTL     $1,059,776 $1,003,058          +5.7% 

Senate defense appropriations action.  Increased top line for Defense spending at the $37 billion increase 
level passed by the House Armed Services Committee and an 8.7 percent increase over 2022.  Also included 
this language: 

Plant-Based Food Options for Servicemembers. —The Committee recognizes the value of the nutritional health 
and well-being of servicemembers and the growing demand for plant-based foods. Therefore, the Committee 
encourages the Secretary of Defense to use the Food Service Guidelines for Federal Facilities, and to implement 
daily nutritious plant-based food options into meal choices. The Committee encourages the Secretary of 
Defense to use funding provided to offer at least one plant-based full-service entree option at each meal. 

Budget reconciliation bill moving forward.  Senate democrats are looking to pass a massive reconciliation bill 
after reaching agreement with Senator Joe Manchin ((D-W. Va.).  Here’s the text of the 750-page bill that 
includes major increases to the IRS (nearly $75 billion) and a corporate alternative minimum tax of 15 percent 



on adjusted financial statement income for corporations with profits more than $1 billion. Corporations would 
generally be eligible to claim net operating losses and tax credits against the AMT and would be eligible to 
claim a tax credit against the regular corporate tax for AMT paid in prior years, to the extent the regular tax 
liability in any year exceeds 15 percent of the corporation’s adjusted financial statement income.  This 
provision would be effective for taxable years beginning after December 31, 2022.  Here’s the entire 
bill: https://www.democrats.senate.gov/07/27/2022/inflation-reduction-act-of-2022 

DeCA moving on swell allowance.   A July 28 trade notice informed industry of DeCA’s intent to eliminate 
VCM Type 2s which cover 1- damaged and/or expired goods and 2- all categories except for Produce, Beef, 
Pork, and Deli or Bakery and move to an automatic deduction of a negotiated fixed percentage from vendor’s 
invoice payments. 

DeCA is also asking vendor / manufacturers to provide offered swell allowance rates NLT August 31, 2022. 
DeCA anticipates rate comparisons and negotiations to occur within the month of September with a program 
roll-out date to be determined. We look to provide industry with a 90-day notice before the required 
implementation date post-rate period for comment. 

The Agency will move to an expanded Swell Allowance Program with mandatory participation for goods 
outlined above. DeCA’s current process for Type 2 VCMs is a highly manual process not in-line  with current 
industry best practices. DeCA research demonstrates that our VCM costs are in-line with industry available 
rates. 

The trade notice said that DeCA will begin collecting / negotiating rates and methodology from vendors with 
the following considerations: 

• Swell allowances will be aligned by contract due to technology considerations. Vendors offering 
product category swell rates will need to provide a blended category rate to apply to the entire 
contract.  

• Goods under an umbrella (e.g., Broker) contract will be charged one blended swell rate, regardless of 
whether included vendors offer separate swell rates. 

• If a vendor does not offer a rate, we will apply a blended average rate. 

• DeCA will compare offered rates against observed Type 2 VCM rates by contract for FY21/FY22 to 
ensure agreement between offered and observed unsaleable rates. In cases of substantial disparities, 
DeCA will be open to negotiations prior to assigning a blended average rate.  

• Out of Scope: DeCA will align with industry best practice and maintain current VCM processes for: o 
Local Promotional Markdowns (Type 1) 

o Product Returns (Type 3) 

o Guaranteed Sales (Type 4) 

o Product Recalls (Type 5) 

o Distributor Damage / Mis-picks (Type 6) 

https://www.democrats.senate.gov/07/27/2022/inflation-reduction-act-of-2022


Point of contact for this initiative is Todd Heasley, Business Management Specialist, Sales Directorate, 804-
734-8000, ext. 48838, todd.heasley@deca.mil or Robert Goodwin, Strategic Business Analyst, ext. 
48445, robert.goodwin@deca.mil. 

DeCA observes Coast Guard 232nd birthday on Aug. 4.  “At DeCA we salute the Coast Guard’s 232 years of 
service by delivering a commissary benefit that provides valuable savings to Coast Guardsmen, retirees and 
family members,” said Marine Sgt. Maj. Michael R. Saucedo, senior enlisted advisor to the DeCA director. “The 
benefit is a significant boost, especially now during these inflationary times, for many of our eligible shoppers 
who depend on it to help keep their financial heads above water.” 

Walters named DeCA Executive Director of Sales, Marketing, Logistics.  ALA’s Larry Lapka reports.  DeCA 
named Edward W. Walters III as its executive director of the Sales, Marketing and Logistics Group. This 
selection, announced by Bill Moore, the agency’s director, and CEO, is effective Aug. 8. 

Walters comes to DeCA from the U.S. General Services Administration (GSA), where he served as GSA's chief 
customer officer, a Senior Executive Service (SES) position. 

He follows Jim Flannery, the agency's chief transformation officer (CTO), who also served as acting executive 
director of the Sales, Marketing and Logistics Group upon the departure of previous director Christopher T. 
Burns in November 2021. 

"Mr. Walters brings a wealth of government and private sector experience that will help us deliver this vital 
commissary benefit to our patrons," Moore said. "His background in planning, communications, marketing and 
brand management checks all the boxes we need as we move forward." 

Walters now oversees the sales, marketing and logistics directorates with missions that directly impact the 
agency's annual sales of nearly $5 billion. 

As GSA's chief customer officer since 2020, Walters led the Office of Customer experience, where he focused 
on improving customer experience and fostering a customer-first mentality throughout GSA's workforce. 

Walters is a 1992 graduate of the United States Military Academy (USMA), After the Army, Walters worked in 
a variety of government and private sector positions, starting with Kraft Foods, where he became brand 
manager. In 2004, he was a management strategy consultant for Booz Allen Hamilton, where he worked on 
several strategic planning and communications projects for clients like the Defense Information Systems 
Agency, the Department of the Army's G-1, and the Army Information Technology Agency. 

From 2009-2017, he returned to the private sector, where he worked in various positions related to marketing 
and communications at ConocoPhillips, ACT Inc, Defense Mobile and StreetShares. 

"I am excited to join the DeCA team in delivering the best shopping experience, savings and overall value to 
our nation's service members, disabled veterans, and their families," Walters said. "As a former Army officer 
and Pentagon civilian, I am delighted to return to our military community to deliver such a meaningful benefit 
to our customers." 

Army recruitment shortfall gets intense Hill scrutiny.  Lawmakers from both parties are putting increasing 
pressure on the Pentagon to fix the recruitment crisis that threatens to leave the military well short of its goals 
to bring new troops aboard this year, in what is widely considered the worst recruiting environment since the 
end of the Vietnam War. 
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Multiple lawmakers from both sides of the aisle have expressed similar worries in recent days as the grim 
recruiting numbers continue to circulate throughout the DoD and Congress. The Army has reached 66 percent 
of its goal for the fiscal year ending in September, and the Navy is at 89 percent, according to data compiled 
from October 2021 to May 2022. Even with rates of 100 percent for the Marine Corps, Air Force and Space 
Force, that leaves the department with a total rate of just 85 percent. 

The Army is reportedly launching multiple initiatives to address the problem, including providing $35,000 
bonuses for new recruits ready to ship out to basic training within 45 days and establishing a training course 
for those who want to join but don’t currently meet the service’s physical and academic standards. 

For the Air Force, a key shortfall is the lack of pilots: At the end of 2021, the service faced a shortage of 1,650 
aviators, down from 1,925 the year before, Air Force spokesperson Rose Riley said in a statement. 

The Air Force and Navy are also offering enlistment bonuses. For career fields where it’s hard to find recruits, 
such as in cyber or maintenance, the Air Force is offering signing bonuses ranging from $3,000 to $50,000 for a 
six-year commitment. 

At the same time, more than three-quarters of America’s youth are disqualified from serving, primarily by the 
military’s strict standards on mental and physical fitness — a percentage the former DoD official described as 
shockingly high. Eleven percent are disqualified for being overweight, 8 percent for drug abuse, and 7 percent 
for physical health reasons. 

Europe deployment summary:  

• 500 soldiers from V Corps headquarters in Germany and Poland 
• 1,500 soldiers from the 1st Infantry Division 
• 3,400 soldiers from 1st Brigade Combat Team, 3rd Infantry Division, and their support units 
• 315 soldiers from 3rd Battalion, 321st Field Artillery Regiment 
• 235 soldiers from the 96th Transportation Company 
• 250 soldiers from the 87th Division Sustainment Support Battalion and 8th Ordnance Company 
• 200 Marines from Marine Air Control Group 28 in Lithuania 
• Six F-16 Falcons from the 31st Fighter Wing in Romania 
• Elements of the 5th Battalion, 7th Air Defense Artillery Regiment, in Poland and Slovakia 
• About 800 soldiers spread across Romania, Bulgaria, Hungary, and Slovakia 
• 22 AH-64 Apaches and accompanying personnel from 7th Squadron, 17th Cavalry Regiment, in Poland 
• 10 Marine Corps F/A-18s and their personnel in Poland 
• 12 F-35 Lightning IIs in Germany 
• Six Navy EA-18G Growlers in Germany 
• Six F-22 Raptors from the 90th Fighter Squadron at Royal Air Force Lakenheath, United Kingdom, 

preparing to head to Poland 
• The Harry S. Truman carrier strike group in 6th Fleet 

 

DeCA/Fisher House Scholarship Program Delivers.  ALA’s Larry Lapka reports.  Even as the COVID-19 
pandemic continued to affect college and university academic schedules this year, the Fisher House 
Foundation's popular Scholarships for Military Children program once again came through for 500 students 
who were each awarded a $2,000 scholarship grant for the upcoming 2022-2023 school year. 
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Fisher House Foundation, a non-profit organization that helps service members and their families, created the 
program in 2001 in partnership with the DeCA to recognize the contributions of military families to the 
readiness of the fighting force and celebrate the commissaries' role in enhancing the military's quality of life  

"It is a true blessing that the Fisher House Foundation is able to administer the Scholarships for Military 
Children and award scholarships to so many deserving students," said Todd Heasley, DeCA's Scholarships 
Program liaison. 

Fisher House's efforts in recent years to modernize the scholarships entry process and bring it fully online had 
left it well-prepared when the global pandemic struck, according to Marshall Banks, Fisher House Foundation's 
director of Community Relations. 

"The application process for the 2022-2023 Scholarships for Military Children program went extremely well," 
he said. "We received 4,171 applications from 224 commissaries. That's a 14-percent increase in applicants 
from last year's 3,658." 

The partnership with DeCA is integral to the success of the awards program. "The Foundation is proud of our 
partnership with the Defense Commissary Agency to award scholarships to well-deserving military children," 
said Banks. "We have provided $22,126,000 in scholarships over the last 22 years." 

While the application process went off without a hitch again this year, the usual celebratory ceremonies 
traditionally held at commissaries for local scholarship winners remained restricted. 

"Some of our stores were able to host small, informal ceremonies depending on local installation guidelines," 
Heasley said. "Our hope, of course, is that as we go forward, we'll be able to resume in full our normal 
celebrations for these exceptional students." 

"The window to apply for the 2023-2024 Fisher House Foundation's Scholarships for Military Children should 
open in December and close in February, but the exact dates have not been determined yet," said Heasley. 
"Be sure to check the scholarship page in December for the date of the opening for applications as well as the 
new essay question for the year." 

Supporting Companies include Procter and Gamble, Overseas Service Corp., General Mills, Inc., Unilever, 
Hershey, and Elite Brands.  

 

AAFES promotes military spouse business opportunities.   When the success of Gabriela Fuentevilla’s 
at-home tamale business began to outgrow her house, she looked for a way to expand her operation—and 
found a perfect partner in the Army & Air Force Exchange Service.  
 
As the spouse of an active-duty Airman at Ellsworth Air Force Base and a mom, Fuentevilla needed a business 
plan that would work for her schedule and lifestyle. She reached out to the Exchange, and soon after, Tia 
Gaby’s Kitchen was serving up authentic Mexican food to the Ellsworth community.   “I would definitely 
recommend doing business with the Exchange,” Fuentevilla said. “As a new business owner, I did not know 
half the stuff I needed. They walked me through everything.” 
 
The Exchange is always looking to connect businesses with military shoppers. From name brands to start-ups, 
business of all types can find a home at the Exchange, which serves military communities around the world, 



operating in all 50 states and more than 30 countries.  
 
The Exchange has a customer base of 33.5 million shoppers and a range of business types, including 
restaurants, mall storefronts, kiosks, micro markets, food trucks, services such as salons and dry cleaners, and 
more. It ranks as the 54th-largest U.S. retailer.  
 
“The Exchange is a great fit for many businesses because we have such a diverse portfolio,” said Air Force 
Chief Master Sgt. Kevin Osby, Exchange senior enlisted advisor. “We have more than 3,400 concessions and 
are always looking to connect our military communities with the products and services they want and need.” 
 
Veteran- and military-spouse-owned businesses make especially strong partners, given their familiarity with 
the military lifestyle.  
 
“To serve the military community is very rewarding for me as a military spouse,” Fuentevilla said. “Most 
people in the military are missing a little bit of home. I get to bring a piece of my home to these Airmen.” 
 
Companies that do business with the Exchange gain increased brand visibility, a proven environment for 
testing new products and a welcoming culture for entrepreneurs, as well as flexible leases, fees, and formats.  
 
These business partners also help support the Exchange’s mission of improving the lives of service members 
and their families, as 100% of Exchange earnings are reinvested in the military community, including through 
support for critical military Quality-of-Life programs. In the last 10 years, the Exchange benefit has provided 
$3.5 billion for these programs.  
 
“The Exchange is a launchpad for businesses,” Osby said. “It can help businesses big and small achieve success 
while supporting our military heroes.” 

AAFES Pivots, Travels to Poland for Movie Screening.  ALA’s Larry Lapka reports.  In mid-July, the AAFES and 
The Walt Disney Studios had to pivot their entertainment schedule when travel to a specific part of the world 
was deemed to be too dangerous to accomplish. 

AAFES and Disney were planning to depart for Iraq to give troops special first-run showings of “Thor: Love and 
Thunder” when they received word from Kenneth Limtiaco, contingency vice president (VP) in Southwest Asia, 
that Iraq would be too challenging to enter and exit, deeming it a no-go for this mission. 

Marla Smith Randolph, the Exchange’s senior vice president for Europe and Southwest Asia, recommended 
the group pivot to Poland since there had been an increase in the presence of U.S. troops in the country. 

“Disney was open to that, so we quickly reworked the itinerary,” said Nalan Howard, the Exchange’s motion 
picture/senior restaurant program planner. 

Howard coordinated new travel plans and event logistics with Contingency Operations Liaison Rick Finley, 
enabling the team to host free first-run showings of “Thor: Love and Thunder" for troops stationed in Poland 
from July 6 through 10. 

The Poland tour was the Exchange’s first event hosted in the country. 



“I selected the locations based on the time given, worked the base access rosters, hotel rooms and worked 
this into a movement plan that covered about 1,300 miles of driving,” Finley said. “All of this was a team effort 
to bring something special to our troops.” 

Finley also coordinated the viewing areas and assets working with the local Morale, Welfare and Recreation 
(MWR) office, base mayor cells and the units ahead of the showings. Howard traveled to Poland with Disney’s 
Senior Vice President Ken Caldwell to host screenings of the film two days before its U.S. release. 

Caldwell hand-delivered the discs containing the feature film. Each DVD contained a secret PIN for file access, 
providing added security. The MWR liaison in Poland permitted the use of sound systems at the venues. 
Finley’s projector and laptop were also used to run and display the movie. 

The last time the Exchange hand delivered a movie to troops was in December 2019 in Afghanistan. 

About 1,200 troops watched the film. The Exchange and Disney handed out Thor coins during each showing, 
and Thor T-shirts were awarded during trivia games. 

“The movie was hilarious and plainly refreshing with enough jokes and visual ambition to keep me drawn in,” 
said Staff Sgt. Michael Downer, who is assigned to the mission in Poland. “Was nice to see Thor back in worlds-
saving shape.” 

Howard was thrilled by the warm reception of the troops. She cites their excitement and appreciation as her 
favorite part of the experience  

“All of the military members wanted to take pictures with Ken and couldn’t thank him enough,” Howard said. 

First-run movie screenings are part of the Exchange’s long-standing commitment to bring “a taste of home” to 
troops overseas and help service members recover during the stress of deployment. 

The Poland tour gave the Exchange an opportunity to provide a morale boost and introduce new military 
members to the “family serving family” core value. 

“For our junior enlisted, ages 18-to-24, this is their first deployment — they don’t know what this experience is 
like — so the fact we’re able to partner with Disney to do this, it’s showing a new generation of service 
members the impact the Exchange has to their quality-of-life,” said Lt. Col. Shane Barnes, the Exchange’s plans 
chief in Europe. 

Barnes hopes to see more morale support for troops in the future.  “The ambition at the Europe region level is 
to direct the effort to Europe. Our NATO partners and allies are gaining attention in the Eastern Europe 
nations as far as providing security,”   Barnes said. “We have an opportunity to highlight Europe as Southwest 
Asia becomes something in the rear view.” 

Future showings have yet to determined, but AAFES noted that Disney has expressed interest in traveling 
abroad to conduct more of these screenings in the future. 

DeCA to end industry payments October 1 for shelf stocking to allow more industry funds to flow to offset 
margin and to promotions, deals and discounts for patrons.  DECA will no longer require reimbursements 
from industry to pay for stocking the shelves.  The announcement was made by DECA’s Chief Transformation 
Officer Jim Flannery during a July 26 ALA broadcast and subsequently in a July 27 trade notice.  



The move comes on the heels of a major effort to migrate from a system at CONUS sites in which 
manufacturers paid for stockers through brokers and service providers to a system in which DeCA employees 
or paid contractors stocked shelves and had industry partially offset costs.  

Now, DeCA will assume the cost for the stockers.  

The vendor stocking conversion reimbursement process will conclude on October 1, 2022.   The policy applies 
across all categories except milk, eggs, fresh chicken, and National Industries for the Blind (NIB) impulse strips 
and racks. 

Industry had been required to reimburse at a rate of $0.02 per unit for the October 1, 2021 – March 31, 2022, 
period and would have increased the rate to $0.03 per unit for the April 1, 2022 – September 30, 2023, period. 
DeCA did not increase the rate to $0.03 per unit and have held at the $0.02 rate. 

The move was “based on our accelerated rate of conversion and a year’s worth of experience and actual costs 
now in our base and the complexity of our manual reimbursement process.”  “We have decided to build these 
costs directly into our margin requirements for FY 2023 and eliminate the reimbursement process. Industry 
will no longer be invoiced for vendor stocking reimbursement beginning October 1, 2022.” 

“Our expectations going forward are twofold: 

‒ First, we expect the money you were investing in vendor stockers and / or the reimbursement to be 
reinvested back in our business via cost-of-good reductions or increased trade spend. Anything less 
than that will produce a barrier to our patron saving mission, requiring higher retail prices to cover 
costs.” 

“‒ Second, there will be a handful of stores requiring continued vendor stocking support into FY 2023. 
We cannot publish those stores at this time but suffice it to say, those are the stores not announced on 
a vendor stocking initiative update. “ 

Vendor stocking must continue on milk, eggs, fresh chicken, and NIB impulse strips and racks. DeCA’s point of 
contact for this initiative is Grant Hampton, Business Analyst, Sales, Marketing and Logistics, (804) 734-8000 
extension 48465 or grant.hampton@deca.mil.  

 

Congress to Feds: “Eat more vegetables.”  More than two-dozen Democratic lawmakers are pushing the 
Biden administration to ensure all federal facilities offer vegetarian entrees for employees and visitors.  

The plant-based food should be available at federal agencies, museums, national parks, prisons and military 
bases, the 31 House members said in a letter to Biden that was spearheaded by Rep. Jamie Raskin, D-Md. 
Requiring agencies to provide vegetarian entrees would help federal employees and visitors “get more protein 
and nutrients from plants,” they wrote. They sent their letter in advance of the White House Conference on 
Hunger, Nutrition and Health in September, which the lawmakers said would serve as a forum to roll out 
changes to federal facility food options.  

In addition to providing healthier options, the House members noted the alternative food options can 
“advance the health of our environment by reducing the federal government's carbon footprint.”  
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The Food Service Guidelines for Federal Facilities, authored by representatives from nine agencies but led by 
the Health and Human Services Department and General Services Administration, defines entrees as “meat or 
meat alternatives” and encourages “innovative” approaches that include offering “protein foods from plants 
such as legumes (beans and peas), nuts, seeds, and soy products, at least three times per week.” The 
guidelines apply to any food service concession or vending operation, such as cafeterias, cafes, snack bars or 
vending machines, and serve to assist agency contracting officers and food vendors that have received federal 
contracts, The Federal Times reports.  

Despite those advisories, the lawmakers noted, “vegetarian entrees are still not routinely provided at federal 
facilities.”   “Let’s help make nutritious and delicious vegetarian entrées more readily available to federal 
workers, visitors, and Americans,” they said. “To help ensure the federal government is leading through its 
own food practices, we urge you to make a vegetarian entrée available everywhere the federal government is 
serving our people a meal.”  

The letter had only Democratic signatories, and the idea could prove controversial. Last year, Sen. Joni Ernst, 
R-Iowa, introduced legislation that would ban federal agency cafeterias from serving only vegetarian fare, 
despite no agency ever actually attempting to institute such an initiative. The Telling Agencies to Stop 
Tweaking What Employees Eat Act (S. 1082) appeared to stem from a brief controversy at the Agriculture 
Department in 2012 when the department sent employees a newsletter encouraging employees to consider 
going one day per week without eating meat. Federal agencies have never restricted meat at federal agencies 
and USDA was simply making a suggestion for employees to consider participating in a voluntary program. The 
proposal drew criticism from some lawmakers and the meat industry.  

Still, Ernst said her bill was necessary to send a message.  

“Our federal agencies shouldn’t be encouraging people to ban agricultural products at the expense of 
America’s hardworking farmers and producers,” the senator said. “Congress needs to make its intention 
known that we should get ‘Meatless Mondays’ and other types of activist bans against agricultural products 
out of our government dining halls.” 

Raskin and his colleagues, meanwhile, are calling only for vegetarian options to be consistently offered, rather 
than for any type of ban on meat. 

 

Food can be subject to the Defense Production Act under certain circumstances. The  Defense Production 
Act is a “primary source of presidential authorities to expedite and expand the supply of materials and services 
from the U.S. industrial base needed to promote the national defense.”  Also here is a provision defined under 
the Defense Production Act for “Food Resources,”   

Shoppers Generate $205 Million for Quality-of-Life Programs 

Every time service members and their families use their hard-earned Army & Air Force Exchange Service 
benefit, they are making an investment that strengthens our military’s readiness, recruiting and resiliency.  

In 2021, Exchange shoppers generated $205 million for critical military Quality-of-Life programs at installations 
worldwide. 100% of Exchange earnings are reinvested into the military communities our team is honored to 
serve. 2021 dividends to each Service:  
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• Army: $111 million • Air Force: $75 million 

• Marines: $13 million • Navy: $6 million 

 

VA finally gets health chief.  The Veterans Canteen Service falls under the VA Undersecretary of Health and 
The Senate on Thursday confirmed Dr. Shereef Elnahal as the VA’s undersecretary of health. Elnahal previously 
served as the CEO and president of University Hospital in Newark, N.J., since 2019. Before joining University 
Hospital, Elnahal served as the state’s health commissioner. He served as the assistant deputy undersecretary 
for health for quality, safety, and value from 2016 to 2018. 

“Dr. Shereef Elnahal has an impressive record of leading health care systems and agencies and has shown a 
strong commitment to serving millions of veterans and hardworking employees at VA,” Sen. Jon Tester, D-
Mont., chairman of the Senate Veterans’ Affairs Committee, said in a prepared statement. “Now more than 
ever, the department needs permanent, qualified leadership to guide the nation’s largest integrated health 
care system in the right direction. I look forward to working with him in his new role to implement needed 
reforms to ensure veterans have access to the timely health care and services they’ve earned.” 

The VA had been without a confirmed leader of the Veterans Health Administration since the position was 
held by David Shulkin. Shulkin left the position in February 2017 after he was nominated by former President 
Donald Trump as the VA secretary. 

 

Guam build-up continues.  Hawaii construction company awarded $1.09 billion construction award to several 
firms means $820 million more in construction for base support facilities on Guam.  New construction will 
include barracks/dormitories; administrative facilities; communication facilities; educational facilities; 
medical/dental/hospital facilities; dining facilities; industrial facilities; warehouse facilities, ranges, 
operational/training facilities, roads, streets, bridges, site utilities/infrastructure, dredging, and aviation 
facilities (including hangars and aprons) and other base development facilities. 

$625 million awarded to DZSP 21 LLC, Marlton, New Jersey for base operating support services at installations 
within Joint Region Marianas, Guam.  Work includes facility operations and maintenance support services for 
the following: management and administration; port operations; facility management; facility investment; 
utilities management; electrical; wastewater; steam; water; and base support vehicles and equipment.  Period 
is 2022 and 2023   

Making the case for increased commissary funding.  Funding for commissaries to alleviate food insecurity 
among military men and women, address inflation on the cost of food in commissaries, and eliminate the 
requirement for commissaries to markup groceries so that a profit is not made from selling military men and 
women groceries in the commissary.  

 

Dealing with military food issues is the mission and purpose of commissaries.  Over the past two years, the 
Census Bureau’s Household Pulse Survey demonstrates an average of 23% of active-duty members with children 
and 16% of all active-duty military men and women reported food insecurity, a notable increase in comparison 
to 11.9% of all U.S. households. Surveys from the Military Family Advisory Network have found that military 



men and women who face food insecurity surged from one in eight in 2019 to one in five in 2020.  Food 
insecurity continues to grow dramatically in the military. Food prices are increasing significantly because of 
exceptionally high inflation.  This is placing an even greater burden on military personnel and their families. 
Funds are appropriated to address food insecurity and inflation in the cost of food in commissaries.  

Raising prices for commissary patrons in a period of high grocery inflation and widespread reports of food 
insecurity among servicemembers and their families is inconsistent with DOD policy to fight food insecurity in 
the military. Commissaries should not be making a profit off any food purchased by military men and women.  

Appropriations bills poised.  The House Armed Services Committee has added $750 million to the FY 2023 
commissary budget bringing the total from 41.211 billion to $1.961 billion.  And we are awaiting action of 
appropriations bills to see if the commissary funding momentum continues.  And the House defense 
authorizing committee added $37 billion to the President’s FY 2023 defense request while the Senate 
authorizers added $45 billion.     
  
This week, the Senate is expected to unveil appropriations bills after months of hearings and as the House has 
already passed half of the dozen annual funding bills in recent weeks.  

But with roughly two months to go, a lack of an agreement on a top-line number, disagreements over defense 
funding and prickly legislative riders in areas like abortion mean appropriators have their work cut out for 
them.  

“I think it’s going to be a CR in September,” said Sen. Brian Schatz (D-Hawaii), chairman of the Senate 
Appropriations transportation subcommittee, referring to a continuing resolution, which will allow the 
government to remain funded at the current year’s fiscal spending levels to buy time for spending talks, the 
Military Times reported.  

Schatz said he thinks Congress will likely pass its funding bills after the midterm elections in November.    

“It’s the normal discussion about defense and nondefense, and definitional questions within,” Schatz said. 
“But that’s why it always feels impossible and then we always have a deal.”  

House negotiators passed their own version of the fiscal 2023 defense bill that provided about $761.7 billion 
in total funding last month. The figure is a $32.2 billion jump from the current fiscal year and on par with 
what Biden asked for in his budget request.  

But that number for defense is well below what Republicans say is necessary for the coming fiscal year.   
In remarks to reporters last week, Sen. Richard Shelby (Ala.), the top Republican on the Senate Appropriations 
Committee, said he plans to look “closely” at proposed dollars in the defense spending bill set to be unveiled 
soon.   

“Do they meet this challenge of inflation to begin with?” Shelby said. “And we’re not sure about that. 
Nobody’s got their number around that.” 

Shelby has pointed to the fiscal 2023 National Defense Authorization Act that passed the Senate Armed 
Services Committee, which provided a $45 billion increase above Biden’s request for defense dollars, as “a 
good step in the right direction.”   
But he has signaled Senate Republicans aren’t ready to commit to a hard figure just yet, telling The Hill last 
week that they hadn’t “put a number on it yet.”  
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Sen. Jon Tester (D-Mont.), who chairs the Senate Appropriations Defense Subcommittee, also acknowledged 
“inflation is important” in recent remarks to The Hill and said “we need to talk about it and figure out the 
sweet spot for that.”  

Tester also blamed the midterm fights for the failure to move toward a deal.  
“I really think this is being motivated more by electoral politics than anything, and the American people should 
be mad about that,” he said.  

While top negotiators have held talks in recent months around spending, negotiators have voiced frustration 
with the lack of an overall top-line agreement as they craft their funding bills.  

Shelby said he has been in communication with Senate Appropriations Committee Chairman Patrick Leahy (D-
Vt.) while Leahy recovers from hip replacement surgery. Shelby cast doubt on the chances of a meeting of the 
“Four Corners” — consisting of him, Leahy and the two top House appropriators — anytime soon to hash out 
negotiations. 
“Well, there won’t be one right now,” he told The Hill on Wednesday, adding Leahy was in rehab at the time  

 

Military ID cards now work at TSA.  New Common Access Cards, as well as retirees and military family 
members who received the Defense Department's next-generation identification card during the past two 
years now work at Transportation Security Administration security checkpoints at all U.S. airports. 

For the past two years, those with the new cards have needed to produce an alternate form of identification 
at many airports, since the IDs' barcodes were incompatible with the TSA's scanning system. 

"DOD and TSA worked to identify the source of the problem," Lawrence told Military.com in an email 
Wednesday. "TSA has implemented a software update and completed the distribution to the field to correct 
the problem in early June 2022." 

The Defense Department updated the new IDs, known as USID, for active-duty family members, military 
retirees and their dependents, reservists and Medal of Honor recipients in 2020, the first upgrade to the cards 
since 1993.  The new USID cards look like Common Access Cards, but don't have a built-in chip. They do have 
durable lamination, full-color photos, and enhanced security features, making them less likely to be misused 
or counterfeited. 

 
The inflation rate in Germany has hit a 50-year high of 7.9 percent. This means that inflation in Germany has 
remained above the 7-percent mark for three months in a row, having first risen to a historic high at the end 
of March 2022, before rising once again in April. Between April and May 2022, prices have risen by 0.9 
percent. 
 
“The main reason for the high inflation is still prices increase for energy products,” said Destatis President 
Georg Thiel. “But we’re also seeing price increases for many other commodities, especially food.” Over the 
past year, energy prices have risen more than 38 percent, while food prices have risen 11.1 percent. However, 
even if energy and food prices are excluded from the figures, the inflation rate in May was still as much as 3.8 
percent.  
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The inflation rate is therefore the highest ever recorded in reunified Germany.  The current price rises are 
being fueled by a variety of factors, including uncertainty in the market following the Russian invasion of 
Ukraine, as well as interrupted supply chains and delivery bottlenecks in the aftermath of the coronavirus 
pandemic.  

And a price drop isn’t currently looking likely. The Bundesbank expects inflation to average out at 7.1 percent 
this year, a significant increase on its 3,6-percent prediction in December 2021. Federal Agriculture Minister 
Cem Özdemir has said he expects food prices to continue to increase, and is planning to reduce VAT on certain 
items to help relieve consumers. 

 

AAFES Retail/Restaurant Management Program Graduates ‘Strengthen the Bench’.  ALA’s Larry Lapka 
reports.  On July 15, exchanges from all five AAFES regions recognized 294 Retail Management Academy 
(RMA) trainees, 118 Restaurant Operations Academy (ROMA) trainees, and 171 dedicated coaches in the 
exchange service’s eight-week program, which allows up-and-coming associates to feel confident while in a 
forward-thinking learning environment. The graduating class was the largest in the program’s history. 

The overall program is said to be an important part of Human Resources’ (HR) focus on “strengthening the 
bench” — identifying and preparing associates who have leadership potential. 

The participating coaches are provided enhanced Percipio training — an immersive platform offering 
government workers numerous courses addressing professional development — on how to foster mentoring 
relationships and build partnerships for learning. 

“Investing time and resources into our leadership bench is a key legacy issue for the Exchange leadership 
team,” said Executive Vice President and Chief Human Resources Officer Dr. Patrick Oldenburgh Jr. 
“Congratulations to all participants and a special thank you to our coaches who are truly our bench-builders.” 

The program is also said to assist in employee retention, working on multiple levels. 

“The biggest issue that we’ve seen with retention is training,” said Samantha Davis, chief of Corporate 
Learning. “We’re building the entry-level bench with the RMA and ROMA program, but we’re also building the 
mid-level bench through the coaching program. The program is twofold now where it never was before.” 

In RMA, associates study hardlines; loss prevention; inventory management; customer service; warehouse; 
workplace safety; and other subjects. 

ROMA associates take courses in financial tools; building and equipment maintenance; food safety; 
environmental and energy management; and other aspects of restaurant operations. 

In 2021, the RMA/ROMA program became virtual, allowing associates to take courses as their schedules 
allowed. Regional Teams channels were created for mentoring, networking and weekly learning checkpoints 
for trainees and coaches. 

“This is the first cycle that gives credit to coaches for coaching,” Davis said. “Whenever a coach successfully 
graduates a trainee, they get credit for their own curriculum in their management/executive profile.  
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Virtual meetings featured special guest appearances by Marla Smith Randolph, senior vice president for the 
Europe/Southwest Asia/Africa Region; Randy Ramirez, HR’s vice president (VP)-talent; Stephanie Burns, West 
Central VP; Rebecca Santee, Central East VP; and Robert Rice, West Coast VP. 

“Taking the Retail Management Academy course was extremely beneficial,” said Kristy Demuth, a military 
spouse who was promoted from customer experience associate to shift manager at the Schofield Barracks, 
Hawaii, Main Exchange. 

“It gave me the confidence I needed to grow. … I was promoted to shift manager after I graduated RMA,” she 
said. “If it wasn’t for this program, I don’t believe I would have moved up to manager. It honestly helped me 
realize that I am ready.” 

The second 2022 cycle of RMA/ROMA will begin on Aug. 8 and runs through Sept. 30. The enrollment period 
has closed  

“There is one change to the upcoming cycle,” Davis said. “We are now offering level-one and level-two 
coaching. If someone successfully completes the level-one coaching curriculum, we’re building a level two.” 

 

Congress killing VA closure and realignment plan.   A commission to oversee the closure of some Veterans 
Affairs Department health care facilities and the construction of new ones across the country lost support 
from a bipartisan group of senators.  Now the commission has lost its chance for funding in the House. 

The House version of the fiscal 2023 spending package that passed Wednesday includes an amendment 
defunding the VA’s Asset and Infrastructure Review (AIR) Commission, Federal Times reports.  

The commission, under the 2018 MISSION Act, is supposed to review the VA’s recommendations released in 
March on how it expects to right-size its real-estate portfolio of medical facilities across the country. 

Reps. Jim McGovern (D-Mass) and David McKinley (R-W.Va.) introduced an amendment last week that would 
reallocate AIR Commission funds to support VA’s homeless veterans program. 

On the House floor on Wednesday, McGovern said the VA’s recommendations to the AIR Commission would 
“force veterans to drive hours and hours and hours across state lines just to get basic care.” 

“This process so far is a complete and total slap in the face to these veterans, and we should not spend a 
penny more on a commission used to advance these awful cuts to veterans’ services,” McGovern said. 

The VA recommended closing approximately three dozen VA medical centers (VAMCs) but would replace 
about half of them with new construction.  The American Federation of Government Employees said the 
recommendations would lead to the closure of 20 VA medical centers. 

 

Alternative to the VA closure commission in the works.  After effectively quashing the process by which 
the Department of Veterans Affairs  was to update its facilities, blocking the confirmation of commissioners 
who would have made recommendations on closures, renovations and brand new construction, Sen. Jon 
Tester, D-Mont., has introduced legislation that would help the VA hire experts to draft a plan. 
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Senator Jon Tester (D-Mont) the Senate Veterans Affairs Committee chairman's bill would fund the VA to hire 
capital asset management experts for all its medical centers, at the same time adding members to the VA's 
Capital Asset Planning Committee. 

The bill also would require that the VA develop plans, budgets, and oversight mechanisms for building new 
facilities, while setting schedules for shedding or repurposing unused and vacant buildings. 

Tester said the VA lacks the expertise to manage its vast infrastructure, which consists of more than 6,300 
facilities with an average age of 60 years. Tester's bill, dubbed the Build, Utilize, Invest, Learn and Deliver, or 
BUILD, for Veterans Act, would "set the VA up for success" by requiring the department to develop a road map 
for updating the system, according to the senator. 

"The BUILD for Veterans Act pushes VA to modernize and manage its current and future infrastructure needs 
through commonsense provisions that'll save taxpayer dollars in the process," Tester said in a statement 
provided to Military.com. 

 

Baumholder build up.  Pentagon planning to spend millions on base improvements, budget documents show. 

The Stars and Stripes newspaper reports on a series of projects totaling more than $200 million that will 
provide U.S. Special Operations Command with a foothold, while also adding housing and family resources for 
the military community in Baumholder.  

During the Cold War, the town near the rural western edge of the state of Rheinland-Pfalz had the largest 
concentration of American combat forces in Europe. But now it serves mostly as a home for logistics units. 

The Defense Department’s budget plan sets aside $78 million to build a special operations battalion annex and 
three other annexes for communications, operations, and support missions at Baumholder’s  Smith Barracks.  

The Army’s 2023 budget request also calls for other spending in Baumholder, including a major family housing 
project. The plan is to build 64 new units at a cost of $57 million. The proposal also allocates $74 million for a 
new elementary school. 

For years, the garrison received little funding to make improvements. But in 2015, the Army declared 
Baumholder one of its “enduring” installations, and money began to flow back in. 

Other major military construction projects for European bases in the 2023 budget plan include initiatives that 
have been under development for years.  

Chief among them is a new military hospital at Rhine Ordnance Barracks, which is slated to get $299 million in 
funding in 2023.  

The Army budget also calls for $168 million in upgrades at its training base in Grafenwoehr, the largest such 
facility in Europe, and $95 million for new housing at the garrison in Vicenza, Italy. 

 

Defense Department Earns Top Performance Rating in Small Business Procurement Index.   For the eighth 
consecutive year, the Defense Department achieved an “A” rating for performance against its small business 
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procurement goals. Released on July 26, the annual U.S. Small Business Administration (SBA) scorecard puts 
into context the critical role small businesses play in fulfilling the department’s mission. 

During a virtual press event announcing the scorecard’s release, Dr. William A. LaPlante, Under Secretary of 
Defense for Acquisition and Sustainment, highlighted the contributions of the American workforce and small 
businesses throughout Fiscal Year 2021 alongside agency heads from the Departments of Transportation and 
Homeland Security as well as the National Aeronautics and Space Administration. 

“Small businesses play a vital role in the American economy, and they are essential to the mission of the 
Department of Defense, enabling us to develop, deliver and sustain critical capabilities to our Warfighter,” 
LaPlante said. “DoD achieved our small business prime contracting goal for eight consecutive years. This shows 
our commitment to maximize opportunities for small businesses, which increases competition and 
strengthens our national and economic security.” 

With more than $83 billion in obligations directly to small businesses, as well as another $50 billion 
subcontracted to small businesses from DoD’s large prime suppliers, the department continues its 
commitment to the defense small business industrial base. 

Specifically, the department’s Mentor Protégé Program (MPP), which partners small business with larger 
companies – provides a robust platform for small businesses to grow as viable contributors to the defense 
industrial base. In the past five years, MPP has successfully helped hundreds of small businesses fill unique 
niches and become part of the military’s supply chain. 

The department is also prioritizing the use of the Procurement Technical Assistance Centers (PTACs) to 
increase the number of small businesses across the industrial base. Administered by the department’s Office 
of Small Business Programs, in cooperation with state and local governments and nonprofit organizations, the 
PTAC program helps businesses pursue and perform under contracts with the DoD, other federal agencies, 
and with government prime contractors. 

In concert with the scorecards release, SBA announced that the Biden-Harris Administration exceeded its small 
business federal contracting goal, awarding over a quarter—or $154.2 billion—of the total federal contracting 
funds to small businesses. Combined with $72 billion in subprime contracting goals, this historic spend has 
supported over one million jobs in the American economy. 

 

Inventory drag.  A major part of the A 1.6 percent decline in the economy last quarter is related to 
inventory levels. Economists generally say inventories grew, but not as fast as in the first quarter. Morgan 
Stanley, for example, estimates the GDP report will show inventories subtracted 2.6 percentage points from 
the annualized change in second-quarter GDP. The slowdown in inventory growth has a lot to do with 
companies discovering that Americans don’t want as much of what they were selling—a consequence of a 
shift in spending back toward services and rising prices cutting into people’s buying power.   Still, it is 
surprising how fast some businesses went from not having enough on their shelves to having too much. 

Take general-merchandise stores, a group that includes big retailers like Target and Walmart — both of 
which are resorting to discounts to clear out unwanted wares. In October, as stores were gearing up for the 
holidays, Commerce Department figures show these retailers’ inventories came to a seasonally adjusted 
1.27 months of their sales. That wasn’t quite as low as the inventory- to-sales ratio of 1.16 logged in March 
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2021 but was still lower than any point on record before the pandemic. In May, the inventory-to-sales ratio 
hit 1.58, which was the highest level since September 2007. 

General-merchandise stores are an extreme example, but inventory-to sales ratios at furniture, 
electronics, and appliance stores, and at building-equipment and garden-supplies dealers are also now 
above pre-pandemic levels.    

 

Walmart’s profit warning sends shockwaves through retail community.   Confirms new PYMNTS research 
showing that over half of U.S. consumers feel worse off financially now than in 2021 — and don’t see 
substantive relief coming until mid-2024. 

“Food inflation is double digits and higher than at the end of Q1,” the retail bellwether said in its second 
such warning in under three months. “This is affecting customers’ ability to spend on general merchandise 
categories and requiring more markdowns to move through the inventory, particularly apparel.” 

Walmart president and CEO Doug McMillon singled out food and fuel costs as the primary drivers. 

High prices for essentials are "affecting customers' ability to spend on general merchandise categories and 
requiring more markdowns to move through the inventory, particularly apparel," the Bentonville, Arkansas-
based company said in a release Monday. The company said it would be cutting prices more on high-margin 
items, including clothing, to clear out inventory that had built up in the pandemic. 

"The increasing levels of food and fuel inflation are affecting how customers spend, and while we've made 
good progress clearing hardline categories, apparel in Walmart U.S. is requiring more markdown dollars," 
Doug McMillon, Walmart Inc. president and chief executive officer, said in the release. 

“The increasing levels of food and fuel inflation are affecting how customers spend, and while we’ve made 
good progress clearing hardline categories, apparel in Walmart U.S. is requiring more markdown dollars. 
We’re now anticipating more pressure on general merchandise in the back half; however, we’re encouraged 
by the start we’re seeing on school supplies in Walmart U.S.” said Doug McMillon, Walmart Inc. president and 
chief executive officer. 

In a Monday (July 25) analysis ahead of Walmart’s earnings call, PYMNTS’ Karen Webster presented a detailed 
account of the current situation based on a national online study of nearly 3,800 consumers conducted by 
PYMNTS in July. We found 53% of consumers surveyed said their finances have wilted since 2021, with almost 
one-third expecting the crunch to worsen. 

Highlights of that research include the finding that 70% of shoppers, including those earning $100,000 per year 
or more, are dropping nonessential purchases like home décor, apparel, and consumer electronics. What’s 
more, they expect that shift in spending to drag on. 

“Consumers also think they’ll be living with higher prices for a while,” Webster wrote. “Specifically, they 
estimated 653 days longer from the day they responded to the survey.” 

Respondents don’t see a return to 2020 inflation levels averaging 2% until the second quarter of 2024, which 
“is three times as high as the number who believe things will return to those levels by the end of the 2022,” 
she wrote. 
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With the June Consumer Price Index (CPI) hitting a new highwater mark of 9.1%, Bureau of Labor Statistics 
(BLS) data shows increases of between 5% to 15% in most retail and grocery categories, but consumers doing 
the spending say increases are on the order of 20% to 30%. 

Felt most acutely by lower-earning consumers — the Walmart shopper, broadly speaking — PYMNTS 
nevertheless found 44% of high earners saying they’re in worse shape than 2021 as well, with 32% of this 
group saying inflation will rob them of more spending power before 2022 is done. 

When high earners start belt-tightening it’s a strong indicator of difficulties ahead. 

“The double hit of the decline in financial wealth from stock market volatility and the high levels of inflation 
are causing nearly all consumers, regardless of demographic group or income, to adjust their spending,” 
Webster wrote. “It isn’t only about whether consumers have money to spend, it’s whether they will spend the 
money they have — and where. When high earners tighten their purse strings, the ripple effect across the 
economy will be felt.” 

 

Among sectors feeling inflation’s squeeze most acutely is the restaurant business. The new PYMNTS data finds 
that nearly 8 in 10 (77%) of diners are cooking at home, and nearly half (48%) are traveling less due to high gas 
prices and inflated costs on everything from air travel to lodging. 

Given that consumers had a better sense of how long the pandemic would last, government and private sector 
data that appears to soften the rough economic outlook should be taken with a grain a salt. Noting that initial 
2020 government estimates on pandemic duration were around two months, consumers were more guarded 
in their view on how long the pandemic would last — and they were right. 

“Every month we fielded the study, consumers extended that deadline, giving predictions about the duration 
of COVID that turned out to be pretty accurate in retrospect,” Webster wrote. “If they are right on inflation, 



we won’t be back to normal until more than a year from now — maybe two, given what they know now. Their 
spending behaviors will almost certainly mirror those views.” 

Shoppers are trading down to cheap beer brands and discount cigarettes as they feel more pressure on their 
pocketbooks, the Wall Street Journal reports.  

Consumer prices in the U.S. rose at a 9.1% annual rate in June, the fastest pace in nearly 41 years, as strong 
consumer demand has collided with persistent supply shortages. In a survey released this month by the 
National Retail Federation, nearly half of consumers said that because of rising prices on everyday necessities, 
they were switching to cheaper alternatives. 

In the four weeks ended July 2, retail-store sales of economy beer increased by 5.4% from the same period last 
year, according to an analysis of Nielsen data by beer-industry consultant Bump Williams Consulting Co. 
Brands in the category making the biggest gains this year include Busch Light, Icehouse and Milwaukee’s Best 
Ice. Last year, retail-store sales of economy beer fell by 10.9%. 

Overall, retail-store beer sales ticked up 1% in the four weeks ended July 2, according to the Bump Williams 
analysis. Last year, they fell by 2.8%. 

Amazon and One Medical announced that they have entered into a definitive merger agreement under 
which Amazon will acquire One Medical. One Medical is a human-centered, technology-powered national 
primary care organization on a mission to make quality care more affordable, accessible, and enjoyable 
through a seamless combination of in-person, digital, and virtual care services that are convenient to where 
people work, shop, and live. 

“We think health care is high on the list of experiences that need reinvention. Booking an appointment, 
waiting weeks or even months to be seen, taking time off work, driving to a clinic, finding a parking spot, 
waiting in the waiting room then the exam room for what is too often a rushed few minutes with a doctor, 
then making another trip to a pharmacy – we see lots of opportunity to both improve the quality of the 
experience and give people back valuable time in their days,” said Neil Lindsay, SVP of Amazon Health 
Services. “We love inventing to make what should be easy easier and we want to be one of the companies 
that helps dramatically improve the healthcare experience over the next several years. Together with One 
Medical’s human-centered and technology-powered approach to health care, we believe we can and will help 
more people get better care, when and how they need it. We look forward to delivering on that long-term 
mission.”   

Best regards,  

Steve Rossetti 

  
 

https://protection.greathorn.com/services/v2/lookupUrl/b6a8e314-8725-42e3-9226-6abc52c4c2aa/616/e1e4f126842286a47c237a26e2d307967fdfe25a
https://protection.greathorn.com/services/v2/lookupUrl/ceb5d733-63a5-4d37-83f9-145f206a99c3/616/e1e4f126842286a47c237a26e2d307967fdfe25a

