
On his return to the military 
environment and military 

“family”  …
Joining the Exchange is like “coming home” for me 

since I was an Army brat, and a graduate of the U.S. 
Military Academy at West Point,  N.Y. I am honored 
to join the Exchange and serve those who serve.

As a military and retail veteran, my decision to 
join the Exchange is one of duty and sense of service. 
My family, including my father, father-in-law, brother 
and brother-in-law, has a long history of service, and 
my commitment to the nation’s military is as strong 
as it was when I arrived on the West Point campus in 
the late 1960s.

Being back in a military environment reminds me 
of how proud I am to have been a part of the service 
and the camaraderie and commitment that it entails.  
Returning to this environment allows me the opportu-
nity, hopefully, to combine my commercial experience 
to improve an already successful company.

On his business and organizational 
culture philosophies, and balanc-

ing the business, savings, dividends 
and benefit aspects of AAFES’s 

mission …
First and foremost, treat each other with respect 

and integrity. Also, develop leadership, and focus on 

promoting from within, engage in open and construc-
tive debates, and apply the “80:20 rule,” as in “don’t 
boil the ocean.”  

In terms of business priorities, the top priority, 
really, is to increase our relevance to our customers 
by offering a more engaging and efficient e-com-
merce solution, and offering more national brands 
and merchandise categories that are meaningful to 
our customers. 

The other side of the coin is that we are always 
striving to be more efficient, such that we may be in 
a position to maximize our dividend to the service-
members, as well as maximize our flexibility to deal 
with any macro factors such as economic downturns, 
and congressional mandates.

These perspectives have been shaped through both 
my military and civilian experiences, including my 
years of experience in the public/private sector. 

On what a uniquely positioned 
military resale organization such as 

the Exchange can and should 
deliver to its military patrons, other 
eligible patrons, and its relevance to 

installation command …

I am focused on ensuring key items offered in the 
stores are online at shopmyexchange.com. All initia-
tives are designed to ultimately expand the benefit’s 
reach. Greater awareness and a resulting increase in 

W ith a new strategic plan in hand, 
Army & Air Force Exchange Ser-
vice (AAFES) Director and Chief 

Executive Officer (CEO) Thomas “Tom” Shull 
has quickly re-focused the Exchange on build-
ing an ever more effective benefit for patrons. 

With more than a dozen objectives in his 
strategic plan — including repositioning and 
reenergizing the main store business; expand-
ing patrons’ access to a greater variety of 
national brands; building on specialty and 
convenience store strengths, while at the 
same time fulfilling on the potent promise of 
AAFES’s e-commerce efforts, not to mention 
reducing targeted expenses — it’s sure to be a 
busy time ahead for Shull and the Exchange.

 And while it may seem like a lot to ac-
complish, in the hands of a director who is 
no longer limited by a standard two-year 
military tour, anything seems possible. 

 If the details in Shull’s playbook — devel-
oped through years of civilian and military 
experience, and with a team of dedicated 
AAFES operators behind him — are followed 
through, the in-store and Internet energies are 
on target to converge in a stronger, more vi-
able exchange benefit for all eligible patrons, 
and the military and installation community, 
at large.

‘First and foremost, 
treat each other 

with respect and 
integrity.’
— AAFES Director, Chief 
Executive Officer (CEO) 

Thomas “Tom” Shull

Expanding Reach, Relevance, Value and
Sales — with Integrity

Army & Air Force Exchange Service Director and CEO Thomas 
“Tom” Shull and AAFES Sales Directorate SVP Ana Middleton are 
strategizing a repositioning of the main store. Making decisions 

in terms of category management based on profits versus simply 
sales, the CEO explained, presents a big opportunity to reposi-
tion main stores, especially with the focus on national brands.

Army & Air Force Exchange Service Director and CEO Thomas “Tom” Shull
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On increasing the share of 
national and name-branded 

items in stores …
A key priority in merchandising is building national 

brands. Today, our assortment is approximately 55 per-
cent private label/45 percent branded. We’d like to drive 
toward 35 percent private label/65 percent branded. 

A lot of this will be done through having shops 
within each of our main stores, which we already do 
well. We will also co-brand with prominent clothing 
labels, getting exclusive product from key clothing 
and accessory brands. 

Our Sales Directorate (SD) is moving forward to 
support this initiative, and I’m very excited to see 
more traction over the coming months. 

On his thoughts on the opportunities 
for AAFES in e-commerce and mo-
bile commerce; and the time sensi-

tivity of the initiative …

U.S. Internet sales almost doubled since 2005 while 
the Exchange’s have remained flat. We are losing mar-
ket share and are behind online. This comes down to 
breadth of assortment, website design and functional-
ity, fulfillment, and customer reach. We are diligently 
working to improve the whole process. 

Currently at the Exchange, only 5 percent of what’s 
offered online is in the stores; we need to make sure 
it is a meaningful overlap with a brick-and-mortar 
exchange. This is particularly important for smaller 
stores, where we can’t offer everything found in the 
larger stores. 

‘We need to move in a new 
direction now with urgency, but 
we must also maintain a balance 
between doing it right and doing 

it quickly.’

— AAFES Director, Chief Executive Officer 
(CEO) Thomas “Tom” Shull

We’ll be providing tablets and encouraging as-
sociates to have customers go online and buy. With 
the tablets you can basically tell that customer: “I’ll 
help you get online and make that purchase, today.”

We need to move in a new direction now with ur-
gency, but we must also maintain a balance between 
doing it right and doing it quickly.

While there is a great deal of online competition, 
we have taken some steps to try to regain a competi-
tive edge. A big step in improving the online shopping 

finding ways to improve the breadth of assortment, 
the reach to the consumer and the customer experi-
ence.

• In terms of repositioning the main store, we’re re-
ally going after gross margin dollars per square 
foot. We’ll make decisions in terms of category 
management on profit versus simply sales, so there’s 
a big opportunity there to reposition main stores, 
especially with the focus on national brands.

• We have much stronger analytics than we’ve had in 
the past to support growing the business, and we’re 
really driving decision-making down to a category 
level.

• We will continue to grow concessions, especially 
growing the Express.

• Statistics tell us 80 percent of married Soldiers live 
off base; even more challenging is 40 percent live 
20 miles or further from the installation, so getting 
them as they enter or exit the installation is when 
we have the best opportunity to serve their needs.

• At the Express, our Snack Avenues are providing 
more healthy eating options as Grab ‘n Go food 
sales increase; these support “Operation Be Fit” 
and other initiatives by the services.

Several factors can contribute to increasing traffic 
and sales in brick-and-mortar stores:

• Including dependents, we have 12.7 million custom-
ers, but only 340,000 of their email addresses. Our 
goal is to increase our access to the number of cus-
tomers, 18 years of age and older, who receive offers 
from the Exchange via email to 3 million within 
two years. The intent is to increase market share 
by communicating with customers and ultimately 
drive more traffic to online and main stores. 

• We continue to promote our in-house Military Star 
Card program.

• We’ll also launch a loyalty program, which is long 
overdue, to reward our best customers. 

patronage will generate increased dividends for mili-
tary families. I am using my experience to make it 
easier for authorized shoppers to access our website 
privileges, find better value and generate increased 
customer satisfaction.

Each Exchange customer demographic is distinct 
and important. The retiree customer is one of the Ex-
change’s most loyal. Future plans include finding new 
ways to recognize and better support retirees, as well 
as reward that loyalty. 

The National Guard and reserve customer poses a 
unique challenge, since many do not live near a base, 
and shopping in a brick-and-mortar Exchange is not 
always convenient. We are taking steps now to enhance 
and expand the online assortment in order to give 
Guard and reserve members an improved shopping 
experience, no matter where they live. 

Military spouses are also important. They are the 
backbone of the military community and typically do 
most of the family shopping. The Exchange is making 
sure military spouses have convenient and valued-based 
shopping experiences when they visit an Exchange. 
All authorized customers are significant, and we are 
committed to making the Exchange a benefit and value 
to not only the servicemembers and their families, but 
also the military community. 

As a tenant unit on the installation, the Exchange 
plays a major role in the quality-of-life for Soldiers, 
Airmen and their families. The installation command-
ers recognize this and, as such, the Exchange receives 
a tremendous amount of support from them. 

On his goals and priorities for 
reenergizing Main Stores …

We have recognized several goals and priorities 
that we believe will serve us well moving forward:

• We’ve launched the online store and are constantly 

Deputy to the Garrison Commander Donald Bradshaw (second from left) and Command Sgt. Maj. 
Hector Prince, USA (second from right), join Exchange Director and CEO Tom Shull (far right) as he 
presents his Director’s “Operation Sandy” coin to a Fort Hamilton, N.Y., Exchange associate during 
a visit to the store. Staff at the heavily impacted store continued to support servicemembers and 
first responders in the wake of the destructive hurricane in late October and early November 2012. 
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On the many factors influencing 
earnings, and related goals …

The Exchange’s earnings are impacted by a num-
ber of factors beyond the Exchange’s control. These 
factors include changes in troop strength, level of 
appropriated fund reimbursements such as support for 
contingency locations, gas prices and macro-economic 
conditions.

Earnings, in any particular year, can be significantly 
affected by any of these, and other uncontrollable 
factors. With regards to retail performance in recent 
years, the Exchange has been faced with challenges 
such as high fuel prices, troop drawdowns and a slug-
gish economic recovery that have adversely impacted 
earnings.

Specifically in 2012, as consumers continue to be 
skeptical about future economic growth and fuel prices 
remain high, the Exchange has continued to experience 
decreased retail sales and reduced margins. 

In addition, troop withdrawals from contingency 
regions have also impacted 2012 earnings. However, 
in order to mitigate against these factors, the Exchange 
has been diligent in reducing selling, general and ad-
ministrative (SG&A) expenses, allowing us to continue 
on a positive earnings trend. 

With continued economic uncertainty and troop 
withdrawals in Europe and the contingency theater, 
specific strategic initiatives have been set in order to 
ensure the Exchange maintains a positive earnings 
and dividends trend.

In 2013, these organizational strategies include a 
reduction in SG&A costs, improved borrowing costs, 
an improved gross margin through brand intensification 
and inventory management, as well as new business 
support projects.

—E and C NEWS

optimize the supply chain. We’re looking at the foot-
print to really understand what’s the most efficient 
way to deliver goods and services to our customers. 
It may mean altering the way we serve from various 
distribution centers (DC). Our new metric for online 
fulfillment is to pick, pack and ship within the same 
business day and deliver within seven days.

If you were to shop an Exchange, 
in which departments do you think 

you would you spend the most 
time? Why?

Like most people today, I don’t have as much time 
as I would like to spend in one specific department, 
so I’d go to the largest exchange – shopmyexchange.
com. The new and improved Exchange Online Store 
opened for business on Sept. 11. The streamlined site 
offers improved navigation and search functions with 
easier log-in.

Website development going forward is using 
HTML5 rather than Flash to better accommodate the 
vast audience of tablet and smartphone customers.

We are harnessing powerful business intelligence 
tools to understand customer behavior while increas-
ing interactive marketing and sales opportunities. By 
collecting and analyzing customer behavioral data 
effectively, we are better cultivating customer interest 
and sales to not only attract the patron to buy some-
thing for his or her family, but so every shopper can 
find exactly what they need, quickly. 

On a proposed holiday bonus for 
patrons, and how it could be  

distributed equitably …
Launching a loyalty program is a strategic initiative 

for the Exchange.  We are exploring various options to 
incentivize our most valued customers and reward them 
for their purchases, much like our retail counterparts.

experience was taking the viewing of the Online Ex-
change outside the firewall. Today, as you come into 
our site, the assortment is immediately available; you 
need only to log in when you are ready to buy. This is 
the type of competitive experience we need to provide 
all customers. Typically an individual tends to look at 
what they want to buy first and then log in –— not the 
other way around. 

There will be an easier log-in password, more 
closely paralleling other retailers; we’ve improved 
search and navigation. Being outside of the firewall, we 
are now focusing on search engine optimization — it 
wasn’t possible in the past to have our Web pages be 
searched by Google, Bing and other search engines.  
Now it’s different — and there is a tremendous amount 
of upside we can gain with a new focus on search.

‘A big step in improving the 
online shopping experience was 

taking view of the Online Ex-
change outside the firewall. … An 

individual tends to look at what 
they want to buy first and then log 
in — not the other way around.’ 

—AAFES Director, Chief Executive Officer 
(CEO) Thomas “Tom” Shull

On other initiatives, programs or 
structural changes …

We are repositioning the main store. We’re going 
after the gross margin dollars per square foot. We’re 
using stronger analytics to drive decisions and are 
making decisions in terms of category management 
on profit, versus just sales. In doing so we will: 

• Re-purpose underperforming space (over-scoped 
facilities) to drive assortment productivity.

• Increase Scan Based Trading (SBT) vendor relation-
ships.

• Increase concession Store-in-Store (SIS) programs 
— like Exchange Mobile Wireless kiosks.

• Seek out strategic partnerships with Air Force Ser-
vices and Army Installation Management Com-
mand (IMCOM) G9 (Family, Morale Welfare and 
Recreation) to drive synergistic relationships and 
utilize nonproductive space in malls.

• Improve sales and sizing methodology on new builds 
and image upgrades.

• Improve assortment offerings through category and 
planogram optimization.

On supply chain, warehousing 
and distribution capabilities and 

executing e- and m-commerce …
In addition to the retail initiatives I’ve already 

described, we have an opportunity to improve and 

NIB President and CEO Kevin A. Lynch (left) and Shull 
celebrate the signing of a Joint Statement of Guiding 
Principles that, among other things, identifies mutually 
beneficial business opportunities between the two orga-
nizations, Oct. 3, during the American Logistics Associa-

tion (ALA) Annual Convention in Washington D.C.
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