
On impactful changes the Exchange 
has achieved during his seven years 

as AAFES COO … 

It is extremely rewarding to be part of an orga-
nization dedicated to making the lives of Soldiers, 
Airmen and their families better. We truly serve the 
best customers in the world. During my tenure as 
chief operating officer (COO), I have seen significant 
changes in our ability to address fluid requirements 
in contingency operations. The troop surge in Iraq 
in 2009 and the drawdown in 2011 are great exam-
ples of the Exchange working hand in hand with the 
services in evolving situations. Both were not only 
milestones for our organization, but a testament to 
the hard work and flexibility of our people on the 

ground. Our team’s willingness to serve is inspiring. 
We have also worked diligently to discover new 

ways to increase and optimize our merchandise selec-
tion. In fact, we recently had our best fiscal year in-
ventory variance in the Exchange’s 118-year history. 
To put this in perspective, the difference between ac-
tual merchandise on hand and the balance shown in 
our records went from .54 in 2008 to just .23 in 2012. 

We have also opened new facilities and increased 
the availability and use of business analytics. At the 
same time, we’ve become a more inclusive and di-
verse workplace. The best and most rewarding part 
of all this is that our customers have noticed. Our 
American Customer Satisfaction Index (ACSI) sur-
vey scores have progressively increased, from 72 in 
2008 to 78 in 2012. 

Moving forward, we will continue to adapt to 

ever-changing troop movements and remain focused 
on implementing new and exciting ways to better 
serve our customers. Through our strategic priorities, 
we are reducing costs as well as expanding and de-
veloping our online presence as we continue to work 
towards being an omni-channel retailer.

On market forces impacting AAFES 
sales now and in the future, and 
fulfilling the mission to Morale, 

Welfare and Recreation (MWR) …

The economy, sequestration, 
furloughs and troop drawdowns 
require us to find new and better 
ways to serve customers directly 
impacted by these issues. As we 
see our customer base drop by 10 
battalions in the coming months, 
the financial impact on sales will 
be long lasting. In anticipation 
of such losses, the Exchange has 
targeted its strategies to improve 
overall operating efficiencies, 
which will drive positive earnings.  

In the contingency theater, 
we expect full closure of all Iraq 
locations by September 2013. In 
Afghanistan, the outflow of troops 
will equate to a reduction in sales 
of more than $1 billion. Continual 
shifts in troops will further reduce 
sales until the drawdown is com-
plete. Presently, there are 66,000 
stationed in Afghanistan. With 
that troop movement, many of 
those Soldiers and Airmen won’t 
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AAFES COO Michael Howard (center) discusses business with (from left) Chris Holifield, then 
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Exchange, Germany; and Bob White and Ronny Rexrode, Eastern Region senior vice presi-
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tar main stores and Expresses, but grow e-commerce 
and maximize multi-channel opportunities.

On new initiatives and “trend-right” 
merchandise ...

We are focusing all of our efforts on supporting the 
strategic objectives set forth at the end of 2012. Inven-
tories are leaner, in-stock percentages are higher and 
customers love the new programs, brands and services.  

In our efforts to enhance the customer experi-
ence, we have supported the strategic initiative of 
intensifying national brands through ongoing intro-
ductions of labels such as Michael Kors, Ralph Lau-
ren, Nautica, Bath & Body Works, bareMinerals and 
beats by dr. dre. We’ve also just begun the rollout of 
additional store-in-store (SIS) brands such as North 
Face and Columbia in apparel, as well as The Body 
Shop and Victoria’s Secret in bath. Additionally, we 
are bringing in new brands like Tom’s Footwear, 
Spanx Shapewear and the addition of Vera Bradley 
infant accessories.  We continue to work with sup-
pliers to improve the customer experience by high-
lighting national brands in our stores, and by creating 
visually appealing displays and SIS concepts using 
industry signing, branded tables and endcaps.  

We are looking at store assortments through our 
category management team, and the Exchange is 
making adjustments to make stores more profitable 
and provide an improved customer shopping expe-
rience. Through repositioning the main store, we 
have executed some major category moves to ensure 
we have optimal space for hot commodities such as 
Prestige Cosmetics and Handbags. Our focus is to 
have the “trend-right” categories placed in highly 
visible positions with great prices.

The Childrenswear pricing strategy that the Ex-
change launched during Back-To-School 2012 will 
continue to drive unit volume and customer traffic 
into 2014. The tremendous response from custom-
ers has rejuvenated the Exchange’s Children’s ap-
parel business. Meaningful savings on quality, 
“trend-right” merchandise is the key to continued 

sales growth. The exceptional reaction to our pricing 
of items under $20 illustrates how important price is 
to military shoppers.    

Based on the success of the “Glam on the Go” 
program for women, we are offering a new assort-
ment of men’s grooming items and fragrances in our 
new “Man on the Move” program.  

In our “Grow the Express” initiative, we’ve begun 
worldwide rollout of the island cooler program. This 
program, along with other initiatives, helps us deliver 
a great C-store experience, comparable to those of 
our competitors. This initiative includes optimizing 
the assortment in Express stores to be more in line 
with customers’ wants. A rework of product assort-
ments will ensure we are meeting customer needs 
and that we are in line with the latest industry trends. 
The addition of island coolers in Express stores will 
support continued sales growth. Express operations 
provide customers with a one-stop shop for fast and 
fresh products, offering an assortment of sandwiches, 
fruit, yogurt, sushi, hummus and other fresh items. 

We know that military shoppers have a very de-
manding lifestyle and are cognizant of their desire to 
maintain good health. We want to help them by pro-
viding meal solutions, to include healthy options, for 
every part of their day. We also strive for value as seen 
with the recent roll out of a $1 program in Express 
stores that is driving units and gross profit.  

Our strategic initiative to “Grow Online Sales” 
is being accomplished through improvement of the 
customer online shopping experience. We are making 
changes to improve site “shopability,” with plans to 
implement a new system that provides better tracking 
for customer purchases. We’ve added more weekly 
tabloid items to our website, shopmyexchange.com, 
to create synergy between stores and online, and in-
corporated national brands found in brick-and-mortar 
stores such as Martha Stewart, Michael Kors, Cli-
nique and Lancôme, to our online site. Now, custom-
ers who are not near a physical store can find the same 
products online for easy home delivery.  

be living on base when they return from Afghanistan, 
further emphasizing the need and importance of a ro-
bust online presence.

With that said, we will continue to fulfill our 
mission to MWR. We pride ourselves in being re-
sponsible stewards of taxpayers’ money. By lowering 
costs, increasing sales, generating positive returns on 
investments and improving our online store to make 
it easier to use and offer a better selection, we not 
only create positive shopping experiences and build 
greater customer loyalty, but continually fulfill our 
promise of giving back. We are positioning our of-
ferings to better meet their needs.

On the major challenges facing AAFES 
as it executes strategic priorities and 

operational objectives … 

We are constantly seeking new ways to provide 
customers with quality merchandise, customer ser-
vice and buying options. We want shoppers to have 
the stability and familiarity of their brick-and-mortar 
stores with the convenience that online shopping 
offers. We realize not every customer is near an in-
stallation. So our goal, through e-commerce, is to 
bridge the gap and increase access to their earned 
Exchange benefit as part of this process. To do this, 
we are implementing new programs and initiatives 
to improve accuracy, expedite shipping and increase 
tracking visibility. This starts with maximizing our 
supply chain. By maximizing merchandise flow, op-
timizing square footage in stores, reducing costs and 
increasing sales, both in store and online, we are able 
to continually build upon the customer experience 
and stay truer than ever to our promise to give back. 

On customer-focused vision …  

We are committed to offering a shopping experience 
servicemembers and their families would expect to find 
in the U.S. Our vision remains customer focused. We 
are always working to improve not only brick-and-mor-

Subway Spokesman Jared Fogle (right) makes a point with 
(from left) Howard and AAFES Director/CEO Thomas Shull.

‘Our partners understand the 
military business and resale 
industry.  Furthermore, they 

are constantly looking out for 
Soldiers, Airmen and their 

families; they share our vision 
and are deeply committed to 

the Exchange mission.’ 
— AAFES COO Mike Howard
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changing retail environment.  

On the role business partners play in 
facilitating sales, in store services, 
and in helping move the Exchange 

benefit forward ...

Our partners understand the military business 
and resale industry.  Furthermore, they are constantly 
looking out for Soldiers, Airmen and their families; 
they share our vision and are deeply committed to 
the Exchange mission. 

The changes we are making are focused on main-
taining current relationships while building new loy-
alties where we have previously failed to establish or 
maintain them. Our partners help us keep abreast of 
new product trends and industry happenings to de-
liver an exceptional customer experience.

With the importance of brands in our stores, 
we are constantly on the lookout for hot items and 
brands. New partners must have an understanding of 
the military community and their needs. Also, with 
the merger of the Merchandising Directorate (MD) 
and Marketing buying functions, and in support of 
our “Grow Online Sales” initiative, there are plenty 
of opportunities for growth with new suppliers.   

 

Thanking associates, 
vendor partners ….

As the military transitions, we must focus more 
than ever on their needs. We have a very special 
mission serving those who serve. That gives us a 
gratification very few other retailers can give their 
associates. We have been here for those who protect 
our freedom for 118 years and will be here for 118 
more. I thank all of you for what you do together ev-
ery day to make our customers’ lives better.

—E and C NEWS

On the importance of associate 
development program …

It is more critical than ever that we focus on de-
veloping associates. We have a myriad of programs 
aimed at developing future leaders.

The new Learning Management System (LMS) 
will transform the learning experience throughout 
the Exchange. By implementing this industry-lead-
ing program, associates will have the technology 
to create a more personalized learning experience. 
Through an individualized “My Learning” page, 
team members have the capability and convenience 
to see upcoming training that is specific to them; cre-
ate individualized development plans; participate in 
self-paced, on-demand learning; and connect virtu-
ally though online classrooms. A true first for the Ex-
change, the LMS launches in February 2014 — just 
in time for the new training year.

As high potential (HiPo) associates are identified 
through succession planning, the Leadership Devel-
opment Program (LDP) targets specific development 
of three key leadership levels depending on the asso-
ciates pay grade: the Executive Tier, the Leadership 
Tier and the Senior Leadership Tier. 

The foundational track, offered to first timers in 
the program, is based on success profiles that were 
created for each tier to identify competencies needed 
at each of the three levels. The 2014 program will 
introduce a high-performance track for those Hi-
Pos going through the program for a second time. 
It targets the crucial skills leaders need to transform 
themselves into even higher performers. Both tracks 
leverage a blended development method designed 
to solve real business challenges while cultivating 
professional and personal development among HiPo 
leaders. 

The Management Development Program (MDP) 
continues to provide supervisors with the core 
knowledge and critical people management skills 
needed to increase individual productivity and or-

ganizational performance. The program consists of 
six courses, which are a blend of online and class-
room learning: performance management, diversity, 
workforce management, coaching, interviewing and 
excelling as a manager. Since launching in 2012, 
approximately 75 percent of supervisory managers 
have completed the program, and associate satisfac-
tion scores for “immediate supervisors” have in-
creased by more than two points.

Coaching improves five areas at once: relation-
ships, productivity, job satisfaction, teamwork and 
work quality. It also helps organizations achieve 
13-percent stronger business results and 39-percent 
stronger employee results with “excellent” cultural 
support. The Exchange’s coaching initiative requires 
a major behavioral shift for managers, so we started 
with senior leaders first. The executives who coach 
and hold others accountable for coaching are three 
times more effective at producing improved busi-
ness and talent results than those who do not. The 
program launched in 2012 for senior leaders, and is 
now being offered to all supervisors and managers. 
This is a time where we all have to think and perform 
differently. Coaching is the crucial skill to help the 
Exchange do just that.

On the importance of broker and 
vendor partners in carrying out 

strategic priorities …
 
Our collaborative relationships allow us to le-

verage industry insights, which enable us to drive 
growth initiatives. They bring insight as to what the 
industry is doing successfully. They have been tre-
mendously helpful in the support of our “Intensify 
National Brands,” “Grow the Express” and “Grow 
Online Store” initiatives by helping us meet, or ex-
ceed, industry standards and trends for merchandise 
offerings and presentation. They also contribute by 
delivering product demonstrations, on-site assistance 
and merchandising techniques relevant to an ever-

Howard convening in-store with AAFES Softlines associates. “It is more 
critical than ever that we focus on developing associates,” he said. 
“We have a myriad of programs aimed at developing future leaders.”
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