
scalability in preparation for approval to offer 
a Veterans online shopping benefit. 

During this time, the e-commerce team 
focused on driving process efficiencies, the 
first of which was the Ship-from-Store launch 
in July 2016. The shipping algorithm used for 
Ship-from-Store focuses on fulfilling orders 

from the facility closest to the customer. In doing 
this, we are able to drive down shipping costs. 
Negotiating with bulk delivery providers for better 
costs and service (based on volume) is another 
key initiative to drive profitability.  

Beyond e-commerce, business and technol-
ogy initiatives will modernize and integrate our 
systems and processes to lay the foundation for 
the digital future of our business. Near real-time 
inventory as well as information hubs for customer 
and product data will form the core of digitally 
integrated retail. 

The Logistics Enhanced Distribution program 
enables a more responsive supply chain while the 
Point of Sale (POS) program takes a big step toward 
the creation of a “boundary-less” retail experience. 
As these new capabilities are deployed, we will 
be steadfast in our efforts to protect the data of 
the best customers in the world to maintain and 
grow their trust.  

6) Increase Sales and Profitability Per Square 
Foot in Concessions: The Exchange’s Services 
team is pursuing new business opportunities and 
further growing existing offerings with a concen-
tration on optimized sales and profitability per 
square foot. 

More than 115 concession name brand busi-
nesses are projected to open in Exchange malls 
this year. Chipotle, Muscle Maker Grill, Claire’s, 
Haggar, dental clinics, vision care and car washes 
are a few of the businesses under expansion. 

Two initiatives driving growth in this area in-
clude the Concession Point of Sale and the Property 
and Asset Management projects. Both will improve 
data capture, analysis and information availability 
and further automate Services programs. 

* * *

During this critical time for military resale and 
as the retail landscape evolves, Exchange associates 
must rally together to ensure this cherished benefit 
lives on for the next generation of servicemem-
bers. We’re all on the same team, working toward 
the same goal of serving those who serve. These 
“successful six” priorities will serve the Exchange 
well in 2017 and in the years to come.

—E and C NEWS

A s the Army & Air Force Exchange Service 
(AAFES) team gathers for the 2017 Main Store 
Manager/General Manager (MSM/GM) Con-

ference in Frisco, Texas, associates will be focused 
on what they do best: leaning forward to ensure 
the Exchange benefit remains relevant to the lives 
of Soldiers, Airmen, retirees, their families and 
now veterans. 

The Exchange workforce is passionate about 
making the lives of servicemembers better through 
the products and services it offers. Our vision is 
to create such a compelling experience that the 
Exchange is regarded as a strategic asset for the 
armed forces to recruit and retain future warfighters.

Exchange earnings continue to exceed expecta-
tions, proving our strategic priorities have served 
the organization well during the last four years. To 
ensure the Exchange benefit continues to thrive 
in 2017 and beyond, the organization is homing 
in on six objectives that focus on growth and 
efficiency. These “successful six” priorities will 
be key to protecting and preserving the benefit 
we have been honored to provide for 121 years.   

1) Execute the Veterans online shopping 
benefit: Jan. 11, 2017, will go down as an im-
portant date in the Exchange’s history, as the 
Under Secretary of Defense for Personnel and 
Readiness formally concurred with the Veterans 
online shopping benefit (VOSB). 

This program extends a lifetime online ex-
change shopping benefit to approximately 15 mil-
lion honorably discharged veterans. We expect 
to welcome our nation’s veterans home to their 
military family as we begin to serve them online 
this Veterans Day. Until Nov. 11, every aspect of 
the business will be engaged in ensuring a suc-
cessful rollout. 

2) Increase Military Star Card Penetration 
in Concessions and Fulfill National Defense 
Authorization Act (NDAA) 2017 Requirement to 
Implement Program at the Defense Commissary 
Agency (DeCA): The Exchange Credit Program 
and Information Technology (IT) are developing 
new payment systems to allow for Military Star 
Card acceptance at commissaries, Army Morale, 
Welfare and Recreation (MWR) facilities and Ex-
change concessions. 

We expect this effort to result in greater cus-
tomer convenience and increased earnings as 

we continue to focus 
on Military Star Card 
growth in all Exchange 
businesses.

3) Continue Fiscal Focus to Maximize Return 
on Invested Capital: Retail evolution is driving 
space optimization, with big-box retailers finding 
ways to operate in smaller footprints without sac-
rificing customer service and convenience. Couple 
this with the Exchange’s Ship-from-Store initiative, 
and we have a new class of store with department 
and convenience store categories side by side, in 
addition to e-commerce fulfillment capability.  

Inventory levels through December 2016 were 
down approximately $115 million versus Decem-
ber fiscal 2015. While this seems like a substantial 
amount, there is still opportunity to optimize our 
inventory investment dollars. 

Ship-from-Store will drive inventory produc-
tivity across the enterprise even as the Exchange 
increases inventory levels in key categories and 
brands to meet greater demand as a result of the 
VOSB. Retail demand forecasting and vendor 
portfolio optimization will drive investment into 
the products that matter, while simultaneously 
highlighting non-productive inventory in our 
distribution centers and stores to target effective 
exit strategies.

Periodic reviews of staffing and planned goals 
will be ongoing to ensure we stay the course to 
deliver the Exchange benefit smartly. 

4) Implement Marketing Insights to Increase 
Sales and Capture Customer Lifetime Value: The 
Exchange will take significant steps to improve 
its Customer Relationship Management (CRM) 
capability in 2017.

Actions are underway to establish a customer 
hub that is a single source of all customer pur-
chasing data including customers’ propensity to 
buy certain product and service categories. The 
Exchange is better leveraging customer data to 
augment customer insights. Combined, these ef-
forts allow the Exchange to improve all aspects 

of engagement including communication, 
outreach and marketing.

5) Create a Secure, Digitally Integrated 
Infrastructure to Support the Exchange’s 
Corporate Growth Strategies: The “new” 
ShopmyExchange.com launched in Septem-
ber 2014. In March 2016, we brought the site 
“in house” in order to improve stability and 

Six Keys to Protecting 
And Preserving the Exchange Benefit

AAFES’s vision is to create such a com-
pelling experience that the Exchange 
is regarded as a strategic asset for the 
armed forces. Shull and associates prepare 
to greet customers at Fort Meade, Md.

AAFES PHOTO

Tom Shull

Director and Chief 
Executive Officer
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employed by the Exchange; in fact, 85 percent of 
Exchange associates are connected to the military 
in some form or fashion. There is no clearer picture 
of “family serving family.”

NOT JUST A MOTTO
“We go where you go” is not just a motto; 

it’s something that the entire organization truly 
believes. I want to ensure that I effectively com-
municate our mission to all servicemembers around 
the world. 

During my time stationed overseas, my first 
stop would be the Exchange to grab some much-
needed essentials. Let’s face it, when you are in a 
foreign country and not familiar with the local 
products, it is reassuring to know that the Ex-
change is there with your favorite brands from 
back home. 

Whether it is products, food or services, the 
Exchange is there to take care of the servicemember. 

2017 is going to be a great year for the Ex-
change, and I am excited to be a part of it.

—E and C NEWS

I am thrilled to join the Army & Air Force Ex-
change Service (AAFES) family as its new senior 
enlisted advisor. As a chief master sergeant in the 

Air Force, I have the privilege and responsibility 
to take care of Airmen and their families. In my 
role as the Exchange’s senior enlisted advisor, that 
privilege and opportunity now includes Soldiers 
and their families. 

I look forward to being a visible leader who 
educates the joint forces, family members and re-
tirees on the importance of the Exchange and the 

vital benefits it provides.

IMPORTANT THEMES
As I visit with eligi-

ble shoppers around the world, no matter whether 
they are servicemembers, their families or retirees, I 
plan to do three things. First, I’ll use all platforms, 
including social and traditional media, to help 
me reach my audience.  

Once I establish a means of communication, 
I will educate shoppers on the valuable programs 
the Exchange offers, including the upcoming 
launch of the Veterans online shopping benefit 
(VOSB); the dividend that is generated to support 
essential quality-of-life programs; the benefits of 
the Military Star Card; and the “You Made the 
Grade” program. 

And finally, I will work to motivate custom-
ers to shop at the Exchange, either in store or 

from the comforts of their own home at 
shopmyexchange.com.

Another important aspect that is some-
times overlooked is the job opportunities 
that the Exchange provides to spouses and 
children of servicemembers, not only at 
Stateside locations, but overseas as well. 

More than 9,800 family members are 

Communicating the Mission

Extending online shopping privileges to all 
honorably discharged veterans directly improves 
family and support programs for Soldiers, Airmen 
and their families. Consistent with the Exchange’s 
dividend policy, increased earnings as a result of 
the Veterans online shopping benefit (VOSB) will 
generate tens of millions of dollars in increased 
annual dividends. 

This increase in financial support to quality-
of-life programs for the military community will 
enhance Army Child Development Centers, youth 
services and fitness centers, combat uniforms, 
overseas school lunches and more.

COMMITMENT
Finally, the Exchange has a long-standing tradi-

tion of taking care of Soldiers, Airmen and their 
families, and we cannot lose sight of that in the 
excitement of potential new opportunities. 

We remain committed to “family serving fam-
ily.” That means providing excellent service, quality 
products and competitive prices while continuing 
to deliver earnings for quality-of-life programs.

—E and C NEWS

Chief Master Sgt.
Luis Reyes, USAF

Senior Enlisted Advisor

board. Efforts made to 
improve operations at 
the commissary with-
out fully considering 
the long-term impacts 
are, obviously, of great 
concern.

VOSB
One very important hurdle the Exchange did 

clear prior to the installment of the new adminis-
tration was a Department of Defense (DoD) policy 
change that will, beginning on Veterans Day, al-
low all honorably discharged veterans the ability 

to shop the exchanges 
online. 

After four years of 
coordination with DoD, 
the Army and Air Force, 
as well as several other 
federal agencies, the 
Exchange will welcome 
home approximately 15 
million veterans on Nov. 
11.

Committed to ‘Family Serving Family’
A s a new administration settles into office, it is 

a reminder of how the political landscape is 
ever-changing and how the Exchange must 

stay in lockstep with changes to maintain the 
benefit for Soldiers, Airmen, retirees and their 
families for years to come. 

With a new administration come new politi-
cal realities, opportunities and challenges. In the 
last year, there has been a great deal of discussion 
about commissary reforms. 

When you consider that 70 percent of com-
missary customers also shop the exchanges, it 
makes us very sensitive when part of the ecosys-
tem is changed, causing a ripple effect across the 

Michael Immler

Deputy Director

During a July 6, 2016, visit to the Waco 
DC Express, Texas, AAFES Deputy Direc-
tor Michael Immler (second from right) 
chats with (from left) Shift Supervisors 
Sheena Lapinskas and Brenda Hancock; 
Fort Hood, Texas, Exchange Retail Busi-
ness Manager Rick Evans; and Store 

Manager Sean Briggs.
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actions during all points of contact — stores, res-
taurants, e-commerce and everything in between 
— as compared to their expectations.  

While we have made important infrastructure 
and technology investments, added several popu-
lar restaurant brands, made significant changes 
to merchandising strategies and upgraded www.
shopmyexchange.com, the environment is only 
part of what makes up the customer experience. 

We have even more opportunities this year as 
we welcome America’s Veterans to shop online 
through the Veterans online shopping benefit 
(VOSB), in which our Ship-from-Store strategy 
will play a significant role. 

The second, and most important, part of the 
customer experience is having associates who are 
engaged and interacting with those who honor 
us with their business. We need our colleagues 
to feel empowered and know we trust them to 
make decisions that put our customers’ needs first.  

And while it is harder to measure the return 
on investing in the customer experience than it is 
for other investment strategies, it is intuitive that 
providing a good customer experience improves 
customer loyalty, market share and ultimately 
sales, earnings and the dividend. 

I’m convinced we have the best people, resources 
and strategies to make 2017 one of our most pro-
ductive years ever. We are fortunate to have such 
an important and inspiring mission. At its core, 
we take care of the troops, past and present, and 
their families. It really is family serving family! 

—E and C NEWS

A s in years past, 2017 promises to be another 
challenging year. This year’s conference pro-
vides us with a tremendous opportunity to 

renew our emphasis on the Exchange’s strategic 
priorities and learn about the exciting new initia-
tives our directorates have developed.  

Equally important are the networking, team 
building and sharing of ideas the conference af-
fords us. At the end of the week, I am confident 
we will depart with the focus, information, mo-
tivation, and understanding of what we need to 
do to make 2017 every bit as successful as the 
extremely impressive results you have produced 
in recent years!

ACHIEVING GOALS
In preparation for this year, I spent time re-

flecting on how we will achieve our 2017 goals. 
Clearly, there are many important components 
for remaining a high-performing organization. In 
the end, it comes down to three primary factors 
that must be in place. We must have crisp execu-
tion of our strategies and programs; develop and 
empower our associates; and provide excellent 
customer experiences.

Our strategic priorities provide the overarching 
direction for where we need to go. Execution is 
what gets us there. If strategy is identifying what 
we need to do, execution is all about making it 
happen at every level of the organization.  

We are fortunate to have strategic priorities 
that encompass every important facet of our busi-
ness, from the financial results to our associates’ 
well-being and their support of servicemembers 
and their families. 

Central to meeting our goals is a disciplined 
and logical approach to getting things done. Every 
associate needs to have clear, measurable goals 
that support our strategies, we need to track our 
performance regularly and we must have ongo-
ing honest discussion about what’s working and 
what’s not. In the end, the level of our success will 
depend on our ability to convert plans to reality.

ORGANIZATIONAL STRENGTH
What do the greatest organizations have in 

common? They know their most valuable resource 
is their associates. Fortunately for us, the Exchange 
truly has a talented team that is passionate about 
its mission and committed to serving our custom-
ers. We can have the best strategies and plans, 
but without an engaged, motivated and informed 

workforce, we will fall 
short of our goals.  

As leaders, one of our greatest responsibilities 
is preparing associates to do their jobs and get 
them ready for increased responsibility down the 
road. Our associates are the determining factor 
for how successful we will collectively become. 
Our people are our brand. 

If you think about it, when customers have a 
positive experience at our store, or conversely a 
negative experience, it’s almost always because of 
the actions of an associate. We owe them our sup-
port and must demonstrate we value our teammates. 

“CUSTOMER EXPERIENCE” 
So what is this thing called “cus-

tomer experience” and why does it 
matter? It has been described as the 
product of interactions between an 
organization and a customer over 
the life of their relationship. It is 
measured by the customer’s inter-

‘… Where We Need to Go’

“We are fortunate to have such an 
important and inspiring mission,” 
says EVP and COO Dave Nelson. 
Taking care of the retail needs of 
troops, past and present, and their 
families for the majority of AAFES 
employees is a matter of “family 
serving family.” Nellis AFB, Nev., 

Exchange.

AAFES PHOTO

Dave Nelson

Executive Vice President and 
Chief Operating Officer

‘I’m convinced we have 
the best people, resources 

and strategies to make 
2017 one of our most 
productive years ever.’

— Dave Nelson, AAFES Executive Vice 
President and Chief Operating Officer
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