
(CSI). Our customers completed the survey online, 
during the month of May. 

We are very proud that our top-line score was 84. 
Employees and Checkout rated especially high, in the 
mid 90s. Store Environment, Merchandise Selection, 
Merchandise Availability, Pricing, Refunds and Promo-
tions all were highly rated, with scores in the 80s-90s.

On adapting store formats …

Forty-seven of our 67 stores are convenience stores 
where tobacco products have been the key revenue 
driver. 

Recently, there has been a sales decline in the to-
bacco industry. Coupled with the business model shift 
away from the category, it places even more importance 
on our continued efforts to modernize our stores and 
create an exciting and enjoyable shopping experience 
for our customers.

On merchandising and sales 
strategies and promotional 

programs …

Our marketing efforts continue to focus on deliver-
ing a consistent message of our Coast Guard brand 
to our customers through our print, electronic media, 
and in-store communication. 

In December 2011, we started a program for cus-
tomers to sign up to receive CGX emails. To date, 
we’ve collected over 24,000 customer responses from 
those who have signed up to receive emails from CGX 
providing information about sales and deals. We’re 
able to maintain these lists by store location, so we can 
tailor exclusive messages to sales or events happening 
at their local CGX. 

In spring 2012, we delivered more than 600,000 
emails to our customers and maintained a 30-percent 
“open rate.” 

We have identified eight store formats and are 
implementing store segmentation to better tailor as-
sortments to customer demographics. The formats have 
significant differences in assortment requirements, and 
we are utilizing store segmentation in store planning 
for remodels and new openings. 

On how CGX is navigating 
through a decrease in CG 

Academy graduates, personnel 
cuts, and other challenges …

It’s true, we’re facing many similar factors as the 
other military services, and they are having a negative 
effect on our business. For example, the new cadet 
class at the Coast Guard Academy in New London, 
Conn., was around 30-percent smaller this year, and 
that had a heavy impact on our sales of issued items, 
especially computers.

And the impact of higher prices in the tobacco 
business cannot be understated. For years, there has 
been heavy reliance on tobacco products as the key 
revenue driver, especially in our convenience stores, 

and 70 percent of our stores are convenience stores.
This shift in our business away from tobacco rep-

resents a significant change to our business model, 
and as merchants, our strategy is to increase sales and 
productivity of other product categories, specifically 
the goods that we can promote and advertise to our 
customers.

The good news is that in spring 2012, our profitabil-
ity in these advertised categories was up 7.9 percent. 
The trend for advertised departments for fall 2012 
looks good. For August, sales were up 3.7 percent and 
gross margin continues to rise, at 3.3 percent.

Most importantly, our customers continue to be 
loyal and our associates in our stores continue to pro-
vide excellent customer service. We know this because 
for the first time in our history, we partnered with CFI 
Group to measure our own Customer Satisfaction Index 

CGX Coast Guard Exchange Director of Merchandise Sarah Mikus

It’s all going on at the Coast Guard Exchange (CGX) — a new CGXpress store model, 
a “MarketPlace” grocery collaboration with the Defense Commissary Agency (DeCA), a 

softlines collaboration with the Army & Air Force Exchange System (AAFES), to name but a 
few exciting new initiatives.

The business model shift away from reliance on traditional cornerstone categories such as 
tobacco may represent a significant change of heading for the exchange system, but the course 
has been reset for increased sales and productivity in other product categories.

In this exclusive interview, CGX’s Director of Merchandise, Sarah Mikus discusses the ex-
change service’s newest merchandising strategies; the powerful impact of advertised catego-
ries; and how CGX is reaching out to authorized shoppers wherever they are  stationed.

Increasing Branded Presence
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CGX Director of Merchandise Sarah Mikus and Deputy Director of Operations Michael 
Griffin (right) greet Rear Adm. David R. Callahan, USCG, (left), Commander CG Per-

sonnel Services Center, during a visit to CGX’s flagship store in Chesapeake. 
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polo and $9.99 denim pants, and project this merchan-
dise will generate an additional $75,000 this holiday 
season.

Brand personality is sometimes hard to express 
in our smallest convenience store locations. To help 
clarify that small-store image, we’re launching the 
“CGXpress” as an extension of our CGX brand and 
our new brand identity for our small store locations. 

Our customers in these stores are very important 
to us, but our ability to offer broad merchandise as-
sortments is limited. The “CGXpress” brand will com-
municate a healthy, fast, fresh and friendly destination 
with an assortment of grab-n-go consumables, bever-
ages, uniforms and Coast Guard logo merchandise.

On initiatives designed to bring 
the exchange service to as many 

authorized shoppers as possible …

The CGX Deployable Support Exchange (DSE) is 
popular wherever it travels, and this year it has trav-

eled a lot. 
In early spring, the DSE went on a mission 

to support several smaller Coast Guard units 
on the West Coast. On the way back to the East 
Coast, the DSE stopped at Keokuk, Iowa, to sup-
port the 12 Coasties and their families stationed 
on the Mississippi River there. It’s the kind 
of special attention the folks in these remote 
locations rarely receive, and we’re proud that 
the DSE was able to make the trip.

Over the summer, the DSE followed the 
USCGC Eagle in the 200th anniversary of the 
War of 1812. Together they made “ports of call” 
in New Orleans, La.; Florida; New York; Boston, 
Mass.; Norfolk, Va.; and New London, Conn. 
Additionally, the DSE has made trips this year 
to support Coast Guard units in West Virginia, 
North Carolina and New Jersey.

Our eCommerce website will be all-new 
this fall. We anticipate launching with a limited 

assortment — “doing the right thing” in this tough 
economy. Initially, we’ll be selling Coast Guard and 
military logo products exclusively made in the USA.

On her message to 
CGX associates and industry 

partners …

We appreciate all of the support we get from our 
vendor partners! Just as the Coast Guard is the small-
est branch of the services, we are also the smallest 
exchange organization. Resources are limited, and 
our lean merchandising team has to manage multiple 
product categories and take on many collateral duties. 

We will be stretched to our limits as we stand up 
an eCommerce solution, begin implementation of a 
new enterprise resource planning (ERP) system, and 
continue our aggressive rollout of our store renova-
tion schedule … all this while our buyers continue to 
manage very broad product categories.  We rely on 
our vendor partners for their support to achieve our 
objectives and goals for growth.

One key challenge continues to be finding vendor 
partners to supply healthy consumable choices, on 
a regular delivery schedule, especially to our more 
remote locations. Regional suppliers with local flavor 
are especially important in meeting our customer’s 
healthy choice requests. —E and C NEWS

like Under Armour, Hurley, Columbia and The North 
Face. Sales of small appliances were up 32.2 percent, 
led by Keurig, with its personal coffeemakers. And 
our Coast Guard logo business continues to be strong, 
led by an 11.8-percent increase in CG Logo giftware.

On recent collaborative efforts 
and the CGX MarketPlace 

program …

We’ll celebrate the first year anniversary of CGX 
MarketPlace at Cape Cod, Mass., in November. Our 
partnership with the Defense Commissary Agency 
(DeCA) has been a tremendous success. CGX Mar-
ketplace is unique because we offer our large assort-
ment of “regular” exchange softlines and hardlines, 
in addition to groceries. 

Through our partnership with DeCA, we’re able 
to offer a large assortment of grocery items at prices 
lower than the competition. Sales at Cape Cod are up 
35 percent since the remodel.

Our next CGX MarketPlace opens at the CG TRA-
CEN in Cape May, N.J., this November. Our Cape 
May Training Center customers are anxiously await-
ing the new store concept, and are looking forward to 
an expanded grocery selection at increased savings.

On future partnerships …

We’ve established a couple of new key partnerships 
this year and we’re already starting to reap the benefits. 

In January, we began to engage the CG Academy 
Athletic Department as they started a process to find a 
nationally prominent brand for their athletic uniforms. 
As a result, we have partnered with adidas to purchase 
the uniforms and sideline apparel for the CGA Athletic 
teams. This is a win-win scenario because CG Athlet-
ics was not able to purchase this merchandise through 
athletic director (AD) procurement, and it has provided 
us with the ability to purchase exclusive adidas mer-
chandise for CGX stores at unprecedented discounts. 
Projected holiday business with adidas is $300,000.

Additionally, we’re working with the Army & Air 
Force Exchange Service (AAFES) to have a selection 
of private label men’s and children’s apparel in some 
of our largest stores. We’ll offer opening price point 
— $12.99-$14.99 — private label men’s thermals, 
long-sleeve woven shirts, jackets and denim this fall.

In children’s, we’ll offer a $4.99 short sleeve basic 

Many of our stores have a relatively small foot-
print, so we have to work very hard to streamline our 
assortments and tailor them by store to the specific 
customer demographics. It is a constant balancing act 
to streamline assortments and offer the customer the 
breadth of assortment they are looking for. 

Oftentimes, we do not have the space to offer a 
“good, better, best” assortment. At the same time, 
we have learned that quality is very important to our 
customers, and they are looking for branded goods at a 
savings. We are increasing the penetration of branded 
goods in our product mix, and are increasing our fo-
cus on branded goods in our marketing efforts going 
forward.

We’ve recently hired Joe Calcagni as our first mer-
chandise planning and analytics manager. Joe’s 15 
years of experience with nationally recognized online 
and catalog retailers is a real asset to us. He has served 
in the past in such positions as financial inventory 
manager and controller. 

In this new role, Joe will monitor financial per-
formance on an ongoing basis, and refine and 
innovate the way we review our business to 
identify opportunities. He’s off to a fast start, 
and has already developed analytical tools to 
review the key business metrics to maximize 
sales and profitability in our stores.

Our efforts to renovate our stores continue. 
In five weeks right before the holidays, we will 
open newly renovated stores at USCG ATC 
Mobile, Ala., USCG TRACEN Cape May, N.J., 
and USCG TRACEN Petaluma, Calif. Once 
completed, we will have remodeled locations in 
all five training centers of the Coast Guard and 
will have completed this in five years. 

In addition, we will replace an older store at 
USCG Exchange/ANGB Westhampton, N.Y., 
and renovate key sales departments in our flag-
ship store at USCG Exchange  Chesapeake, Va. 
This is our most aggressive renovation plan 
to date.

In 2013, we anticipate renovating and expanding 
our store in Seattle, Wash., and opening an all-new 
store at the new Department of Homeland Security 
headquarters at St. Elizabeth’s, Washington, D.C.

On the hot categories in CGX 
stores, and how changing patron 
shopping preferences are being 

addressed …

Personal electronics continues to be a hot category, 
and Apple continues to be the category’s most impor-
tant brand. With our new store remodels, we are putting 
a focus on Apple products by creating an Apple shop 
within electronics. Additionally, we are expanding the 
Apple assortment to more exchange locations. Our 
year-to-date Apple sales have increased by 42 percent.

Shoes is currently one of the hottest trending de-
partments in the company, with a 21-percent increase 
to last year. We are performing very well with branded 
lines such as Nike, Under Armour, Sperry, Merrell, 
OluKai and Reef. We are adding ladies shoes to our 
assortment this fall, and we are also adding shoes to 
three additional stores. We project this initiative will 
increase sales 34 percent for this holiday season.

Other categories trending well include consumables, 
small appliances and apparel. Our men’s apparel busi-
ness was up 12.2 percent for spring 2012, led by brands 

Forty-seven of 67 CGX stores are convenience stores where tobacco 
products have been the key revenue driver. With recent sales declines 
in the tobacco industry coupled with the business model shift away 
from the category, even more importance is placed on CGX’s contin-
ued efforts to modernize its stores and create an exciting and enjoy-

able shopping experience for its customers.
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