
On NEXCOM’s current sales 
momentum and factors 
influencing 2012 sales …

We’re happy with the business, and it is healthy. 
We’re achieving our plan, and are now actually ex-
ceeding it through December. As we end fiscal 2012, 
January is looking very solid, and it is trending better 
than year-to-date December from a sales standpoint, 
reflecting strong sales growth.

NEXCOM is aligned in support of the Navy’s 
21st Century Sailor and Marine Initiative, and we 
have reached parity in pricing of tobacco with the 
civilian market, so that is putting downward pressure 
on sales. Tobacco sales prior to this program were 
trending down 2-3 percent, today they are trending 
down by 9 percent.

Electronics is also having a negative effect on 
sales volume and growth, and that is an industry-
wide, worldwide factor, based on showrooming, price 
deflation, and the lifecycle of much of the innovation 
in technology and electronics. While we may be sell-
ing more units overall, average selling prices have 
dropped significantly, putting more pressure on sales 
growth overall. 

However, while we were flat through December, I 
am anticipating — because of the 53rd week along with 
the strong growth in January — that we will end the 
year 2.2 percent ahead of last year. More importantly 
our profit is going to be very healthy.

Our gross profit is very healthy because of the 
strength of the portfolio mix — the categories that 
we’re intentionally growing have been our higher profit 
categories.

Stores are doing an exceptional job in leveraging 
their expenses, and that is also going directly to the 
bottom line.

On the differentiation 
“Navy Blue Holiday” provides 

NEXCOM as a military retailer 
versus civilian retail ...

One of the challenges that we always face is 
building awareness across all senior leadership 
of what NEXCOM truly represents in terms 
of its capabilities and support for patrons 
and the Navy.

This year, however, the key difference 
in that regard was that it was the first time 
that we had senior leadership from all areas 
— two-star admirals, fleet command, type 
commanders (TYCOM), and the Chief of 
Naval Operations (CNO) Adm. Jonathan 
Greenert, USN,   — all talking about “My 
Navy Blue Friday” at my NEX.

That awareness built in the flow of email 
conversation. NEXCOM Chief Executive 
Officer (CEO) Rear Adm. Robert J. Bianchi, 
SC, USN, (Ret.), met with the CNO and 
he discussed it with him again. Navy Blue 
Holiday is a phenomenon that has helped 
the Navy feel that the NEX and Navy Blue 
Holiday truly belongs to them, and that is invaluable 
in this challenging environment.

Relevance is the key. When we saw the interest 
Navy Blue Holiday generated, it demonstrated that 
NEXCOM had created a quantum leap in awareness 
both ashore and afloat.

From “Navy Blue Holiday” to 
“Navy Blue Birthday” …

From the standpoint of Navy Blue Holiday, we are 
going to to debut “Navy Blue Birthday,” beginning 

with a teaser promotion in October. Veterans Day 
will be the official launch. From there, the events and 
promotions will continue week after week through the 
holiday season.

Some of the feedback that we got from Facebook 
and conversations with stores is that they respected the 
fact that we paid homage to the family. But, at the same 
time, we intentionally toned down some loss leaders.

We did not want to create the frenzy that charac-
terized some years’ past. We wanted it to be a little 
more controlled. Certainly, some patrons let us know 
that they missed that aspect of the holiday shopping 
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back-third strategy, and is creating a benefit more closely aligned with “the Navy 
family” than any NEXCOM strategy that has set sail before it …
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experience, but the good news is that we still had some price leaders in certain 
categories that were very targeted.

Again, for NEXCOM to exceed its plan forecast — which it did by 9 per-
cent — was a win.

On the risk of losing any customers to loss 
leaders ...

What was interesting is that while we lost some volume, the areas in which 
we wanted to emphasize and target the growth, the profitability, was stronger 
due to the portfolio of what grew and what declined.

We grew profit four times more than sales growth, so, it was a good thing. 
We found a good balance, which in the grand scheme of things, is what we 
needed to do.

From our 2011 excess capacity experience, that was the approach that we 
wanted to achieve. The opportunity for 2013 is only going to get better.

On aligning 2013 strategies with sales growth 
forecasts …

Planned growth is roughly 3-plus percent, and there are aggressive growth 
categories that we are going after.

We might want to feature certain initiatives more prominently down the road, 
such as “A Better You,” which ties into a healthier lifestyle and choices, and which 
is similar to AAFES’s “Be Fit” program. These wellness, nutrition, healthier 
lifestyle choices connect with a lot of categories throughout the retail footprint.

Our apparel business is thriving, our accessories and center core cosmetics 
businesses are doing well. Our footstep drivers such as pet, consumed goods, 
and pantry items are doing well. The only area that we are experiencing a decline 
in is electronics, due to price deflation along with the ongoing decline in prere-
corded media and games. All the other categories and businesses are growing.

On the strong or aggressive growth categories 
for 2013 …

Sports nutrition, athletic footwear, activewear, outdoor apparel, and overall 
fashion apparel are doing very well. The home category is solid, as are the 
pantry categories. Those, along with retail food and pet food, are our targeted 
growth areas.

On possible soft categories set for a rebound …

One category that, while it may not be coming back, is finally turning the 
corner, is greeting cards. It has been on a rapid decline, but we’re seeing a 
growth in greeting cards, which is good ... we’ve finally hit the bottom and are 
turning the corner in that category.

On whether NEXCOM would reallocate floor 
space differently in any of its new stores, 

renovations or resets in 2013 …
Yes we are. Actually, we are expanding activewear, consolidating some 

of the “A Better You” categories in the upcoming store renovation/refresh 
projects. We have realigned some buying responsibilities, and have created 
a wellness category that ties into sports nutrition as well as vitamins and 
supplements such as fish oil, along with weight management products. Those 
are all now bought by one buyer, Grace Cook.

We’ll continue with the refresh of our cosmetics area, where we are rolling 
out updated fixtures so that our female shoppers know that we are fashion-
ready. We are re-purposing space to grow the ladies apparel area, offering new 
key brands exclusive to NEX. 

Finally, we are preparing to roll-out a nationwide fresh food program in 
March, that supports our “A Better You” program. 

Full Circle — NEXCOM’s Full Circle — NEXCOM’s Full Circle — NEXCOM’s 
Bold Back-Third StrategyBold Back-Third StrategyBold Back-Third Strategy

“I “I “I want to provide the background, so everyone can understand how this all want to provide the background, so everyone can understand how this all want to provide the background, so everyone can understand how this all “I want to provide the background, so everyone can understand how this all “I “I “I want to provide the background, so everyone can understand how this all “I want to provide the background, so everyone can understand how this all “I want to provide the background, so everyone can understand how this all “I “I “I want to provide the background, so everyone can understand how this all “I came about,” NEXCOM Senior Vice President (SVP) and Chief Merchandiscame about,” NEXCOM Senior Vice President (SVP) and Chief Merchandiscame about,” NEXCOM Senior Vice President (SVP) and Chief Merchandis---
ing Office (CMO) Tess Paquette told ing Office (CMO) Tess Paquette told ing Office (CMO) Tess Paquette told E and C NewsE and C NewsE and C News...

“If you reflect on our 2011 Thanksgiving weekend, and on our historical “If you reflect on our 2011 Thanksgiving weekend, and on our historical “If you reflect on our 2011 Thanksgiving weekend, and on our historical 
growth during the traditional after Thanksgiving weekend, which is the kickoff growth during the traditional after Thanksgiving weekend, which is the kickoff growth during the traditional after Thanksgiving weekend, which is the kickoff 
to the fourth quarter, you can see it really drives patron behavior and NEXCOM’s to the fourth quarter, you can see it really drives patron behavior and NEXCOM’s to the fourth quarter, you can see it really drives patron behavior and NEXCOM’s 
position relative to its customers for fourth quarter.position relative to its customers for fourth quarter.position relative to its customers for fourth quarter.

“From 2004 to 2011, we more than doubled our business for that weekend “From 2004 to 2011, we more than doubled our business for that weekend “From 2004 to 2011, we more than doubled our business for that weekend 
from $30 million in 2004 to $67 million in 2011. That, in itself, is a remarkable from $30 million in 2004 to $67 million in 2011. That, in itself, is a remarkable from $30 million in 2004 to $67 million in 2011. That, in itself, is a remarkable 
feat, with the great effort by the merchants and stores. feat, with the great effort by the merchants and stores. feat, with the great effort by the merchants and stores. 

“Every Black Friday weekend, I tour stores with the senior merchants, and we “Every Black Friday weekend, I tour stores with the senior merchants, and we “Every Black Friday weekend, I tour stores with the senior merchants, and we 
start formulating our strategies for the following year. In 2011, we were struck start formulating our strategies for the following year. In 2011, we were struck start formulating our strategies for the following year. In 2011, we were struck 
by the numbers that were coming in which showed that we were at maximum by the numbers that were coming in which showed that we were at maximum by the numbers that were coming in which showed that we were at maximum 
capacity at $67 million.capacity at $67 million.capacity at $67 million.

“However, at that point, we knew we still were peaked-out.“However, at that point, we knew we still were peaked-out.“However, at that point, we knew we still were peaked-out. The long lines and The long lines and The long lines and 
crowds inside the store were a challenge. We were at excess capacity; customcrowds inside the store were a challenge. We were at excess capacity; customcrowds inside the store were a challenge. We were at excess capacity; custom---
ers were happy to find the product but our overall customer experience wasn’t ers were happy to find the product but our overall customer experience wasn’t ers were happy to find the product but our overall customer experience wasn’t 
delivering as we do everyday. The business was simply overwhelming.delivering as we do everyday. The business was simply overwhelming.delivering as we do everyday. The business was simply overwhelming.

“So, as we entered in 2012, with the return of NEXCOM CEO Rear Adm. “So, as we entered in 2012, with the return of NEXCOM CEO Rear Adm. “So, as we entered in 2012, with the return of NEXCOM CEO Rear Adm. 
Robert Bianchi, SC, USN, (Ret.) to the NEXCOM helm, and a branding program Robert Bianchi, SC, USN, (Ret.) to the NEXCOM helm, and a branding program Robert Bianchi, SC, USN, (Ret.) to the NEXCOM helm, and a branding program 
in full swing, we stood on the threshold of a unique opportunity to brand our in full swing, we stood on the threshold of a unique opportunity to brand our in full swing, we stood on the threshold of a unique opportunity to brand our 
sales event as a ‘Navy Blue’ event.sales event as a ‘Navy Blue’ event.sales event as a ‘Navy Blue’ event.

“Add to that we wanted Navy leadership to connect with what we do, so we “Add to that we wanted Navy leadership to connect with what we do, so we “Add to that we wanted Navy leadership to connect with what we do, so we 
took a step back and asked ourselves how could we align ourselves to Navy core took a step back and asked ourselves how could we align ourselves to Navy core took a step back and asked ourselves how could we align ourselves to Navy core 
values ... one that Navy leadership would be proud of.values ... one that Navy leadership would be proud of.values ... one that Navy leadership would be proud of.

“Since we knew we could not go beyond the excess capacity ceiling of 2011, “Since we knew we could not go beyond the excess capacity ceiling of 2011, “Since we knew we could not go beyond the excess capacity ceiling of 2011, 
we therefore laid out a series of ‘what if?’ scenarios; took a closer look at the we therefore laid out a series of ‘what if?’ scenarios; took a closer look at the we therefore laid out a series of ‘what if?’ scenarios; took a closer look at the 
financial risk for that weekend, and generated a series of proposals.financial risk for that weekend, and generated a series of proposals.financial risk for that weekend, and generated a series of proposals.

“With the knowledge gained from 2011 — that if you do not open up at 4 “With the knowledge gained from 2011 — that if you do not open up at 4 “With the knowledge gained from 2011 — that if you do not open up at 4 
a.m., as we did that year, and the knowledge that the competition is opening a.m., as we did that year, and the knowledge that the competition is opening a.m., as we did that year, and the knowledge that the competition is opening 
up on Thanksgiving, at midnight — we explored the idea of getting back to the up on Thanksgiving, at midnight — we explored the idea of getting back to the up on Thanksgiving, at midnight — we explored the idea of getting back to the 
values of the Navy and a focus on what we could do for the Navy family.values of the Navy and a focus on what we could do for the Navy family.values of the Navy and a focus on what we could do for the Navy family.

“We looked at each scenario — opening at 6 a.m., 7 a.m., versus opening at “We looked at each scenario — opening at 6 a.m., 7 a.m., versus opening at “We looked at each scenario — opening at 6 a.m., 7 a.m., versus opening at 
4 a.m., and ultimately decided that the right thing to do is to take that balanced 4 a.m., and ultimately decided that the right thing to do is to take that balanced 4 a.m., and ultimately decided that the right thing to do is to take that balanced 
approach, and give our associates time to spend with their families, and give the approach, and give our associates time to spend with their families, and give the approach, and give our associates time to spend with their families, and give the 
Navy family time to spend and enjoy the tradition of Thanksgiving.Navy family time to spend and enjoy the tradition of Thanksgiving.Navy family time to spend and enjoy the tradition of Thanksgiving.

“Ultimately, we said, Let’s be bold and open at 6 a.m. Based on that option, “Ultimately, we said, Let’s be bold and open at 6 a.m. Based on that option, “Ultimately, we said, Let’s be bold and open at 6 a.m. Based on that option, 
we executed and developed a specific event around it. Financially, of course, we executed and developed a specific event around it. Financially, of course, we executed and developed a specific event around it. Financially, of course, 
there was a risk that we might experience a loss, compared with the prior year, there was a risk that we might experience a loss, compared with the prior year, there was a risk that we might experience a loss, compared with the prior year, 
based on the competitive disadvantage of opening later. From a sales standpoint, based on the competitive disadvantage of opening later. From a sales standpoint, based on the competitive disadvantage of opening later. From a sales standpoint, 
however, we approached the situation by looking at the entire back third of the however, we approached the situation by looking at the entire back third of the however, we approached the situation by looking at the entire back third of the 
year instead of just the traditional holiday period.year instead of just the traditional holiday period.year instead of just the traditional holiday period.

“From an enterprise standpoint, Adm. Bianchi’s arrival really energized the “From an enterprise standpoint, Adm. Bianchi’s arrival really energized the “From an enterprise standpoint, Adm. Bianchi’s arrival really energized the 
enterprise. His guidance challenged us with the question, ‘How can we better enterprise. His guidance challenged us with the question, ‘How can we better enterprise. His guidance challenged us with the question, ‘How can we better 
take care of the sailor?’take care of the sailor?’take care of the sailor?’

“We strategized, and out of that sprang the various Navy Blue Holiday events, “We strategized, and out of that sprang the various Navy Blue Holiday events, “We strategized, and out of that sprang the various Navy Blue Holiday events, 
including the one that addressed the sailor afloat — an event just for the sailors including the one that addressed the sailor afloat — an event just for the sailors including the one that addressed the sailor afloat — an event just for the sailors 
out at sea that had never been done before — and which also fully leveraged out at sea that had never been done before — and which also fully leveraged out at sea that had never been done before — and which also fully leveraged 
our online sales event.our online sales event.our online sales event.

“That was received very well. In fact, because some of the ships were in “That was received very well. In fact, because some of the ships were in “That was received very well. In fact, because some of the ships were in 
lockdown but were preparing to return, we were able to adjust and extend that lockdown but were preparing to return, we were able to adjust and extend that lockdown but were preparing to return, we were able to adjust and extend that 
event to accommodate the shipboard crews who had responded to us that they event to accommodate the shipboard crews who had responded to us that they event to accommodate the shipboard crews who had responded to us that they 
wanted access to it.wanted access to it.wanted access to it.

“We also peppered in additional events and promotions to drive a reason for “We also peppered in additional events and promotions to drive a reason for “We also peppered in additional events and promotions to drive a reason for 
patrons to shop our stores during the back third of the year, from October to patrons to shop our stores during the back third of the year, from October to patrons to shop our stores during the back third of the year, from October to 
January. And that brings us full circle to the reason why we had a one-day sale in January. And that brings us full circle to the reason why we had a one-day sale in January. And that brings us full circle to the reason why we had a one-day sale in 
February. It was part of our overall back-third strategy to offset the potential loss February. It was part of our overall back-third strategy to offset the potential loss February. It was part of our overall back-third strategy to offset the potential loss 
that we might encounter during Black Friday week and Navy Blue Friday weekend.that we might encounter during Black Friday week and Navy Blue Friday weekend.that we might encounter during Black Friday week and Navy Blue Friday weekend.

“The good news is that we forecasted $53 million, and we came in at $58 “The good news is that we forecasted $53 million, and we came in at $58 “The good news is that we forecasted $53 million, and we came in at $58 
million. For that weekend, we exceeded our forecasts, which was something we million. For that weekend, we exceeded our forecasts, which was something we million. For that weekend, we exceeded our forecasts, which was something we 
all could celebrate.”all could celebrate.”all could celebrate.”
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ogy, or the basics. We have the science now, though 
our partnerships with such companies as the Nielsen 
Company and the NPD Group, that enables us to de-
velop tactics to leverage and respond to the trends of 
the consumer.

How we translate that on the selling floor in a man-
ner that motivates patrons to stay in our store longer, 
so that they convert their purchases with the NEX, is 
where our focus is.

On realizing patron savings ...

In certain cases and in certain categories, we choose 
to be “dominant” in a highly targeted category.

When we say we are going to be dominant, that 
means our assortment is broad, our pricing strategy 
will lead; so the categories that I mentioned earlier are 
the ones upon which we are placing more emphasis.

On her message to store and 
support personnel as they embark 

on the new fiscal year …
I think that one of the things that we all recognize 

is that there is a “new normal.” The new normal for 
the consumer has arisen because they are being chal-
lenged with what is happening in the world, in the 
U.S., and understanding that resources are limited in 
this new environment.

Within the context of what is happening in the 
fiscal budget of the government, the alignment of our 
resources to focus on where we can grow our business 
is critical, and in doing that, we will overcome this new 
normal and our customers will stay with us.

On her message to vendor 
partners as they enter into 

another year of working hand 
in hand with NEXCOM …

Because resources are getting tighter, and because 
we’ve got the science now, it is holding us all account-
able to deliver what our customers expect. What it 
boils down to is making sure that we have the product 
on the sales floor.

Toward that end, we have done a lot of continu-
ous process improvements (CPI) and we’ve drilled 
down to what is important for the shopper. We are 
looking at extending the performance management 
beyond what we control, and we are going to reach 
out to vendors to be part of that accountability. We 
monitor our “hole on shelf ” weekly, and identified 
vendor fill rate as the No.-1 cause for the “hole on 
the shelf ” for all replenished goods. In some cases, 
this could represent missed sales for one vendor of $1 
million annually. I encourage our vendor community 
to partner with our planning team in gaining visibility 
and establishing targets so that we maximize every 
sales opportunity out there. 

We are fortunate and privileged to have the type 
of relationship that we have with our vendors. The 
passion of our mission is widespread throughout 
the vendor community. I think that makes all of us 
unique as a resale entity. We respect that dearly, and 
feel that they believe it. They are part of what we 
do. They share the investment, and so, as a result of 
that, everyone celebrates together. Thank you all. 

—E and C NEWS

On in-store branded zones …

We are expanding the Procter & Gamble test in 
our tier-one doors. As we reset those doors, we will 
incorporate our “Him” and “Her” zones. We added 
it in WRNMMC Bethesda, and all the other tier one 
doors will have it in place as well. 

On Online expansion …

We are growing online in an upward direction, 
and expect to continue to do so. We’ve expanded the 
categories offered to include Coach handbags and 
other “center core” categories.

From a standpoint of opportunity, online sales 
could represent up to 10 percent of our total volume. 
Depending on the categories that we want to grow, 
and on what categories we elect to add, it could grow 
to $50 to $100 million.

Because we have a dated platform, it has limi-
tations, and therefore, we are really treating it as a 
specialty, highly targeted store, for specific solutions.

We are actively going after an online solution that 
is 21st century, and as we evolve and expand and grow 
our “omni-channel presence,” this business then can 
ambitiously grow to up to 5 to 10 percent of volume 
in a mature environment.

On other new initiatives 
for 2013 …

We are being very surgical in our approach to offset 
the decline in tobacco footsteps. Our focus has been 
leveraging the footsteps that are coming in our doors 
and growing business by being top of mind for all 
their shopping needs. 

It is through drawing the patrons to come into our 
doors and making their shopping experience enjoy-
able, that we will make them want to stay longer in 
our stores, which, in turn, will grow our sales. Our 
strategy is to grow sales — and to achieve that, we 
must make sure that we have the categories and 
assortments that customers want, and have them 
in stock when and where they expect to be able to 
find them.

In the grand scheme of things, customers have 
different needs and they go through their life cycle 
of replacement of items — whether fashion, technol-

Patrons test out the latest in laptops and 
tablet computers at WRNMMC Bethes-
da, Md., during the store’s November 

2012 opening.
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