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THE OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE

WASHINGTON, D.C. 20301-4000
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4

SERVICES EXCHANGE STUDY:

SUBJECT: Statement of Work and study Procedures

As the Staff Director for the Armed Services E;change;S;udy}r
you are responsible for the conduct of this important review. = ig
{fied by the Military Services (Tab ) will®
r expertise you deefm’ ;>
£ in the developmentfahd‘

. Individuals ident
,gssist in the study. You may obtain othe
necessary, on a temporary pasis, to assis
coordination of the report.

i

P nMission and Objectives” are at Tab B.
‘ﬁdditionallyi to help focus the study effort, 2 detailed: . o .
‘'wgratement of Work" is provided at Tab C. At Tab D is a copy, of
the Assistant Secretary of Defense for Force Management @and "l
personnel memorandum to the services concerning the DoD review of
“the military exchange systems, a milestone- schedule and & summary.
' ‘of personnel resources tasked to the Military Exchange N

. iCommission. S TR
-, My point of contact is Captain Frank Jepson,_telephOné*?:?;Jk
AV 227-9525/4054 or (202) §97-9525/4954. : S

The study’s

: .
Donald W. JonesY .
Lieutenant General, USA P
Deputy Assistant Secretary BN
(Military Manpower & Personnel»Pbiicy);_?

s !

2

Attachments:
As stated

N




ARMED SERVICES EXCHANGE STOUDY
CCMMITTEE MEMBERS

(May 7 - Cctober 1990)

ARMY :
Cc.onel Al Finch
Charles Wiegneth (UAlS5)
William Baucum (UAl4)
William Barnes (UAl4)
NAVY

commander Roger J. Blood (Captain Select)
Lieutenant Commander Bruce G. Lelonde

MARINE COPRS:

Colonel Thomas E. Loughlin
Private First Class Diana LeGer

AIR FORCE:
Lieutenant Colonel William B. Bowlin
Samuel Lankford (UAl3)
William M. Moreland (UAlS)

COAST GUARD:

Jack Acdams (UAl3)
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STUDY OF TRE ARMED SERVICES EXCEANGE SYSTEM

MISSION AND OBJECTIVES

A. MISSION:

1. The mission of the study group is to provide an
unconstrained baseline assessment of the Department of Defense
Armed Forces exchange systiems,

2. The objective 1s to identify increased efficiencies,
reduce overhead costs, and increase savings in nonappropriated
fund and appropriated fund resources. Policies and initiatives
will be recommended that provide for an orderly implementation of
any identified efficiencies.

3. The recommended changes should maintain the same oOr
higher level of brand selection and service to the customer with
no increase in cost.

4. The study will review all functional areas of the armed
services exchanges, identify efficiencies and include but not be

limited to the feasibility of consolidating some or all
functional areas.

B. OBJECTIVES:

1. The study will address each military exchange functional
area and determine:

a. Current status and level of resource;

b. Potential resource efficiencies, practices, and
procedures; Y '

c. Expected impact on customer service, brand
availability, and cost to the authorized customer;

d. Expected resource impact among armed services
exchanges.

2. The study group will define relationship of the current
military exchange systems with other MWR programs.

3. The study will analyze and compare the military exchange
functional areas with private sector practices. (The study group
may request or accept voluntary information or opinions from
individuals and entities in the private sector on issues involved
in the exchange study.)




STUDY OF THE ARMED SERVICES EXCEANGE SYSTEM

STATEMENT OF WORK

A. BACKGROUND:

1. The Department of Defense (DoD) will conduct a review of
the armed services exchanges (ASEs) to identify potential costs
and savings in appropriated fund and nonappropriated fund
resources, to streamline military exchange operations where
feasible and to eliminate duplication of effort among the ASEs.

2. The ASE systems, the primary source of nonsubsistence
resale merchandise and services for military personnel on DoD
installations, face many challenges with the reality of military
force reductions, base realignment and closure initiatives and
other strategic considerations. The demographic shift resulting
from these challenges may seriously affect the ASEs market base
and purchasing power and their current ability to support other

DoD morale, welfare, and recreation (MWR) programs.

3, With current communications, distribution, and management
system technology, the commercial retail industry is continually
being reshaped and the military exchanges are benefiting from
these technological advances. The military exchanges are
investing in modern distribution centers, employing advanced
communications technology and other modernization efforts to
individually consolidate and improve their operations. These
individual developments further raise the issue of the need to
have separate agencies offering the same products and services,
and, many times in the same geographic area to the same
authorized patrons.

4. The military community’s morale, welfare, and recreation
programs rely heavily on the successS and earnings of the ASEs to
support vital community programs. Additionally, in an era of
constrained resources, the need to review ASEs’ current
operations, organization, management, and resource allocation is
obvious, prudent, and timely.

B. STUDY ASSUMPTIONS/LIHITATIONS:

1. Appropriated fund support for morale, welfare, and
recreation programs may decline significantly.

2. The application of sound business principles will apply
in all phases of this study.

3. Competition for appropriated fund and nonappropriated

fund resources will continue to place increased demands for
efficient, self-sustaining operations of the ASE programs.

A-5



C. MISSION:

1. The mission of the study group is to provide an
unconstrained paseline assessment of the DoD ASE systems.

2 The objective is to identify increased efficiencies,
reduce overhead costs, and increase savings in nonappropriated
fund and appropriated fund resources. Policies and initiatives
will be recommended that provide for an orderly implementation of
any identified efficiencies.

3. The recommended changes should maintain the same or
higher level of brand selection and service to the customer with
no increase in cost.

4. The study will review all functional areas of the ASEs,
identify efficiencies and include but not be limited to the
feasibility of consolidating some or all functional areas.

D. OBJECTIVES:

1. The study is to address each military exchange functional
area and determine:

a. current status and level of resource;,

b. potential resource efficiencies, practices and
procedures;

c. expected impact on customer service, brand
availability, and cost to the authorized customer;

d. expected resource impact among armed services
exchanges. ’

2. The study group will define and evaluate the relationship
of the current military exchange systems with other MWR programs.

3. The study will analyze and compare the military exchange
functional areas with private sector practices. {Study group
members may freely request or accept voluntary information and
opinions from individuals and entities in the private sector on
issues involved in the exchange study.)

4. This analysis will review at a minimum the functional
areas shown on the attachment.

5. The study group will identify all resources (facilities,
personnel, equipment, inventories, etc.) by location
(installation, area, region) in each of the individual ASE
systems. '




. £. §SCOpE OF WORK:

5pecifically, the study group will review and consider the
functional areas identified on attachment; hcwever, work effort
concentrate primarily on the following areas:

a. Organizational Structure.

b. Financial and Business Strategdy.

c. Distribution and Transportation Systems.

d. Operations Management.

e. Facilities and Construction Systems.

f. Personnel.

g. Inventory Management.

h. Other funétionél areas.
F. REPORTS:

1. Progress Reports: Weekly.

2. Entrance Conference: May 30 - Prepare for In Process
. Review for General officer Steering Group.

3. Trip Reports: summaries included in report
documentation.

rs

4., 1In Process Review Reports: Approximately every three
weeks and as outlined on milestone schedule.

5. Draft Report: August 24 - General Officer Steering
Committee.

€. Final Report: October 1

G. TRAVEL REQUIREMENTS:

As determined by the Staff Director in coordination with the
Chairman.

H. ADMINISTRATIVE SUPPORT:
1. Office, Equipment and Supplies — 0SD funded.
2. Communications - 0SD funded.

3. Word pProcessing, personal Computer, Software - OSD
funded. .



4. Manpower - permanent resources as outliried in ASD(FMé&P)
memorandum dated April 27; temporary as required.

g . Reproduction Costs - 0SD funded.
§. Travel and Per Diem - Service funded.
7. 1Indirect Costs ~ 0sD funded.

1. KEY PERSONNEL:

BBl &Sl ol oo

Key individuals will be selected by the services and approved
by the Chairman.

J. CONSULTANT SUPPORT:

Any additional consultant support will be funded Jjointly by
the Services with appropriated or nonappropriated funds.

Attachment:
As stated




Functional Areas

Management systems

Organizational structure

Comptroller functions

Finance and aéccunting systems
Management information systems
Financial and business strategies
Communication systems

Distribution and transportation systems
Procurement and contracting systems
Facilities and construction systems
Equipment and vehicle capitalization planning
Personnel systems

Inspection procedures

Testing marketing procedures

Sales and fmerchandising practices
Customer service operation

Operations management procedures
Trade-industry relations

Inventory management systems

Private sector financing initiatives

Ship store operations



ASSISTANT SECRETARY OF DEFENSE

WwASHINGTOM. b.C. 2¢0301-4000

s 1 APR 1980°

-f MANAGEMENT
1D PERSONNEL
1

MEMORANDUM FOR ASSISTANT SECRETARY OF THE ARMY (MRA)
ASSISTANT SECRETARY OF THE NAVY (M&RA)

ASSISTANT SECRETARY OF THE AIR FORCE (MRAISE)

SUBJECT: DoD Review of the Military Exchange Systems

In the letter at Attachment 1, the Chairman, Morale,

Wwelfare, and Recreation panel of the House Armed Services

Committee, has directed that the Department conduct a review of

i the military exchange systems. pProper consideration will address

| many multifaceted and complex issues. It is a major undertaking

‘ that cannot be viewed lightly. It is anticipated the Deputy
gecretary of Defense will direct the establishment of 3 DeD

- commission toO conduct the study and appoint Lieutenant '

\ General Donald W. Jones as the chair. AL Attachment 2 is an

organization chart for the commission and at Attachment 3 a
detailed 1isting of the resources required to staff and guide
the effort. At Attachment 4 is a prief milestone chart listing
~ key events. I ask that you take the necessary actions to provide
‘ the resources tasked to youl pDepartment. The full-time staff
must be available py May 7 for a 180-day commitment. Each tasked
Department must fund the resources required. please report the’
| names of the personne; who will represent your Department tO

l.ieutenant Colonel Jim Sass, telephone £€97-9525, by May 4.

K
-

i Attachments:
. As stated
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L. Gen. Donald W. Jones ‘
Deputy Assistant Secyetary of Tefense
(Hilitary Manpoues & Fersonnel Folicy)
Departzent of Defense

Room 3C963, The Pentagon

Washington, D.C. 20301

. Dear General Jones:

e The Armed Services Cocmittse has made acquisition reform 2 major agenda

' J/item this year and is closely tracking the preogress of the Defense Management
Report. This exercise promises to reap great dividends in efficiency and
effectiveness of the entire pilitary supply sysiem. )

We share the DOD's emphasis on reduced overkead and savings in dollars and
manpower along with the initiatives to streamline, eliminate duplication of
effort and ensure timely dacision-zaking. - ’

. The committee i3 further éncouraged by the prelininary results of your
ongoing TEvViev of the military commissary ProgTaR and ve anxiously await this
report. Toitilatives being econsidered are nost promising and will set the stage
for stabilizatioco and continuation of this important benefit in the tmituous

years abead.,

Budget considerations vere the driving fozce vhen tte committee asked the
poD to undertzka this baseline reassessment of the compissary prograd. Sincs
that time, global developments bave comverged vith our budget coOCETDS, paking
change mordé {emediate and {mportant. Thesa global and tudget developments,
further coincide vith major developments in the macketplace, prompting oUF
{nterest in exploring the alterpatives to posturs the exchange cperations of
the armed services o continue their reputation of providing a high level of
servica to oux dedicated militaxy med and vomen. ) .

The military exchangse systems and the military resala system at large is

, f£acing major challenges. Military forces are about to anderge major reductions
\ and shifts due to strategic considerations and base realignment and elosurs.
This demographic shift vill have 2 tzemendous effect upon the macket basa an

pu:chzsing pover of thesa systens.
A-11
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Ar—ed with meTe scphisticated eormunications, distzidution, and n:‘:mage_:e_nt
techmolegy, the commercial cetzil industry is teing reshaped with some experts
predicting that eaca retail category will have no zore than six, and perh:los as
few as 7O gerchants accounting for as muca as 60 perzcent of retail sales..

This mass merchant reconfiguratien will inevitadly find jts way te the military
markst. .

Military exchacges also are tenefiting from thess techpological advances.
The Arzy and Air FTorce Exchange Service is in the midst of 2 consolidation that
will save millicns and empower this system Lo generate DoTe funds fer essential
militarcy cepmunity Programs. Military exchanges are {pvesting beavily in
modez disczibution centers and ate esploying sdvanced commmunications
tachnology te further consolidate their operations. Trese developments are
fast making area and regional offices obsolete and cause us to, ssriously
question the need for separate agencies that offer the saz® products and
services, often in the sarce geographic ared.

Further, the military community’s porale, welfare and reczeationm progradm
relies hLeavily upen t-e earnings of military exchanges to support vital
comzunity progTams. This source of funding has snd will tecome more important
.. as Congress and leaders in the Depart=ent of Defense make the bard choices on

oo '-i the defense budget. ) .

The confluence of thesa developzents pas led the committee to conclude it
is prudent and greasonable to undertake 2 comsolidation of militaxy exchanges
and cceatien of an orgamization that can best meet the futurs requirezents of
our military personzel, especially those serving in zemote and overseas areas.
Here again, oul objective is stabilization and coutipuation of an important
noa-pay compensatiecn benefit for our military personnel and their families.

According, ve request that Dan {mmediately wndertake 3 feasibility reviev
of military exchange consclidation and by Octobez 1, 1990 provide the committee
vith a plan to impleseat this consolidaticn by the beginning of £iscal year
1992. We look forward to working with you in this regard.

Sincerely,

Harvin Leath

Chairman . .

Morale, Welfare and Reczeation Panel
Subcommitiee o0 Readiness

ML:sT -

L '
~ A-12




Military Exchange Study
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staff Director
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_@_Amnt Systung

| rand adopting best, modifying existing systes

Chalr: Alr Forca. Raview existing systems.
Deternine pros and conl of sach Service’s
system. Corpare with privats sectol. Recoar

or rataining status Que.

wgw

Chair: Acmy. Review present stratgles.
consider axisting epnstraints and private secior
initiacives. facoormnd adopting best, rodilying
existing systexms of retatning status quo.

1stribution x

Chalr: Navy. Reviev existing systems. Detes=
mine pros and cond of sach Sarvica’s jystea.
Compars vith privata sector. Recommand adopt
best, modifylng exiating system O retalning
status quo.

Ocerations Manageoent
7

Chalzr: Kavy. Defiine acceptable sagvice
lavels. Reviav axisting systems for confoomity.

outline actions pequired to attain this standard.

“haiz: Acmy. Reviev axisting systaas. Detar-
ains pros and cons of each Service’s systam.
Coopare with private sectol. Reccemend adopting
pest, modifying existing 3ystes ol retaining

status Quo.

2. nom}

Chair: Maripe Corpd. Favisw existing systam.
Detscnine pros and coos of sach Service’s systes.
with privats sector. Rascoomand adopting

bast, modifying axisting systea oF retaining
retaining status quo.

chajszr: Mr Foroe. Reviev existing systems.
Detagnine pros and cons of sach Service’s
systea. Corpard with private sector. Recormand
adopting Dest, sodifying existing system O
rataining status quo.

april 23, 1990



Committee Members (-4 te 0-€ or equiv-
alent graded
civilian

Army - 3 members as follows:

i. A pusiness/financial management expert.

2. An engineering/construction expert.

3. A distribution system expert.

Navy - 3 members 2as follows:

1. An exchange operations expert.

2. A distribution system expert. -
3. An MWR/APF financial analyst. :
Marine Corps - 1 member as follows:

1. A NAF personnel expert.

Air Force - 3 members as follows:

1. An MWR/NAF financial analyst.

2. A data automation systems expert.

3. An inventory management expert.

Coast Guard - 1 member as follows:

1. An exchange operations expert.
Army and Air Force Exchange Service:
1. An exchange opef%tions expert.
Office of the Secretary of Defense:

1. ©One attorney as appointed by the chairman in a part-time
advisory capacity.

2. One civilian personnel policy expert as appointed by
ASD (FM&P) in a part-time advisory capacity.

1, One nonappropriated fund budget expert in a part-time
advisory capacity.




summazy ©f Ffersonnel Rescurces Task:=2 to the
Military Exchange Commission

DoD Review of Military Exchances

Function Recuirement
Chairman 1LTG Donald W. Jones, DASD (MM&PP)
Steering Group Attend meetings of the Steering Group to be

held monthly.
Deputy Chief of Staff, Personnel, Navy
Deputy Chief of Staff, Perscnnel, Army
Deputy Chief of Staff, Personnel, AF
Deputy Chief of Staff, M&RA, Marine Corps

Chief, Office of personnel and Training,
U.S. Coast Guard

Deputy Assistant Secretary of Defense
(Management Systems}, OASD (C)

Technical Advisors: commander, AAFES
Commander, NAVRESSO
Director, MWR Operations, Marine Corps.

Chief, Morale and Exchange Division, USCG

Consultants to the Staff Director

From within DoD or private sector on a temporary basis as
deemed appropriate by the Commission Chairman/staff Director.

Full Time Commission staff

Staff Director 0-6 As appointed by the
Chairman.
Administrative Army Admin Specialist E-7 or E-8
staff . Air Force Typist E-4 or eguivalent
civilian grade
Navy Typist £E-4 or equivalent

civilian grade
Marine Corps Typist £-4 or equivalent
civilian grade



10.

11.

12.

Completing the DcD Study of

{rhe Jones Commission

Determine composition of
the study group or commis-
sion and organizational
structure.

Arrange for office space
and equipment for Commis-
sion for 16 members and

4 administrative staff.

Write letter to General
officer Steering Group
outlining major objectives
of their involvement and
advising of first meeting
to be hosted by the
Commission Chairman.

Each member of commission

will be assigned Committee
Chairmanship responsibili-
ties.

Arrange to receive Commis-~-
sion staff and prepare in-
briefings, billeting, etc.

Chairman prepare In Process
Review for General Officer
Steering Group approxi-
mately every 3 weeks.

Host initial meeting of
General Officer Steering
Group in Pentagon.

Brief ASD(FM&P) and
Assistant Secretaries on
status of study.

Present draft report and
brief to Steering Group.

Final draft report sub-
mitted to Military
Departments for comment.

Comments included as
appendix to report and
final report submitted to
ASD (FM&P) for signature.

Report submitted to

I o y— oo

Aa

Milestore
Completion

March 23
April 2

May 7

May 8

May 14

May 25

May 30
July 16-27

August 24

August 28

Military Exchanges

II)

September 14

October 1

OPR

Commission
Chairman

Commission
Chairman

Commission
Chairman

Staff Director

Commission
Chairman

Commission
Chairman

Commission
Chairman

Staff Director

Commission
Chairman

Commission
Chairman

Commission
Chairman

TBD
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MEMORANDUM FOR: SECRETARIES OF THE MILITARY DEPARTMENTS
UNDER SECRETARY OF DEFENSE FOR ACQUISITION
ASSISTANT SECRETARY OF DEFENSE FOR FORCE

MANAGEMENT AND PERSONNEL
COMPTROLLER OF THE DEPARTMENT OF DEFENSE

SUBJECT:  Review of Exchange Systems in the Department of Defense

The missions of the military exchanges of the Department of Defense are {1) to
provide authorized patrons with articles ang services necessafy for their heaith,

THE DEPUTY SECRETARY OF DEFENSE
WASHINGTON, D.C. 20301 f

comfort, and convenience, and (2) to provide 2 supplemental source of funding for

the Department’s morale, welfare and recreation programs.

There is hereby established a Review Group on Exchanges of the Assistant Secretary
of Defense for Force Management and Personnel, the Assistant Secretary of Defense

for Production and Logistics, the Comptrolier of the Department of Defense, and

senior representatives designated by the secretaries of the Military Departments and

the Chairman of the joint Chiefs of Staff. The Assistant secretary of Defense for

force Management and personnel shall chair the Review Group. The Review Group

shall review the organization and operation of exchangesin the Department of

Defense and shall reportto mée by August 15, 1990 its findings and recommendations

for strengthening them. The Review Group's recommendations shallinclude a

recommendation on whether the exchange systems in the Department of Defense

should be integrated into 2 single Defense exchange system.

The objectives of improving the Department’s ability to carry out the missions of the

military exchanges and of implementing the principles of the July 1989 Defense
Management Reportto the President shall guide the Review Group inits
proceedings.

%jm
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A DOD STUDY OF MILITARY EXCHANGES

Appendix B

Purchasing and Inventory Control

Attachment 1 NAVRESSO Comments. . ccoeervnvevavessnn +eoB=1
Attachment 2 MWRSPTACT CommentsS ... vvneerasnrraacensasa B-8
Attachment 3  AAFES Comments........ e B-13
Attachment 4 Sa;esdioss Rationale.......ciovviannnenn B-14

Attachment S Inventory Quotes...... .ottt B-21




Fron: NAVRESSO Attendees ;7415/;&7

To: crairman, Jones iI Study Group

subj: INVENTORY WANAGEMENT FOCUS GROUP MEETING: DISSENTING
OPINION

Encl: J.M. Marecki Memo for the Record

1. After 4 days of delibveration, the group could not agree on a
recomnendation to consolidate. The chairman of the Focus
Group, M. Moreland, stated that he would proceed with a

recommendation to consolidate pased on the following

assumptions:

A. Satisfactory customer service, prices, item brand
availability would be maintained

8. AAFES level of buyer productivity could be maintained

C. AAFES, MIS, Distribution/Transportation system can support
the additional functions estimated at $2 billion in

additional purchase

p. Based on a rough estimate he stated that approximately 300
to 600 purchasing positions could be eliminated and the
cost to implement would be approximately $15 million with

a recurring cost of $3 million a year. It would take 3
to 5 years to implement

2, Both the Navy and Marine Corps disagreed with his position.
Mr. Moreland advised both to write their dissenting opinions
which he would make part of the record. The Navy dissenting

opinion is reflected in Encl

K.

opy to: NAVRESSO (00)
NAVRESSO Attendees to Other Focus Groups

B-1 Attachment 1
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group is o provide an uncorstraired baszeline assessment of =h

Department of TDefernse Armed Trorces ‘exchange systems; 1doﬁt£@
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increased efficiencies, reduce sverhead ¢

in nonappropriated and appropriated funé resources. Policies and

initiatives will be recommended that provide for an crderly

implementation of any jdentified effeciencties; the changes qhouloﬁ’f

‘have no negative impact on customer service or savings; and reﬁfew;g

all functional areas of -the armed services exchanges,.identifyg

efficiencies and include but not be limited to the feasibility o.

consolidating someé or all functional areas.

2. The specific purpose of subject focus group was tc examine t”eﬂ

procurement/contfacting function of the three exchange systems fo*‘?ﬂ

improvement and/or . possible consolidation. The £ollowing—

represents the main areas of agreement from tbe perspective of the

‘NAVRESSO attendees?
o 1f a consolidation were to be undertaken. the onlr‘

infrastructure which may have the capacity tc absord theiéi‘

combined operation is AAFES.
o The elimination c¢{ the Navy procurement/cont:actlng

function would result in the elimination of buyers at,

NAVRESSO, Navy Field Support Offices, Ravy Resale

Activities and Marine Corps exchanges. <ThLese raduction
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cercmandiElinG firncaicen reguived Ly tre ARTE: excrange
g snem. .8 ~ew impact 90 tova, s-affing as 3 resu.t of &nice
congsiidatien coutld not e determinec. NAVRESEC considers

<rat the savings resulting from the censolidation of
procurement/contracting functions would be largely offset
dee tc ie-entralization of the mercrandising functiors which
NAVRESSO has successfully consolidated at Field Support
offices and the addition of buying staff at AAFES
Keadquarters. The failure to come to grips with this issue
severely limited the results of this focus group.

it was concluded unanimously that each service is
accomplishing {ts misslon admirably in the face of
unprecedented competition from commercial retailers.

There are risks associated with merger of the

merchandise procurement function on real or customer
percieved service levels. Navy and Marine Corps

" eustomers may be disenfranchized due to a change in the
buying strugture. which would distance the buyer from the
customer. Although these risks are real and customer
loyalty {s a fragile commodity, as evidenced by thc'recent
unsuccessful merger of two retail giants, Ames and Zayre,
these concerns were largely dismissed or given footnote
consideration. For every one customer in a hundred who is
aisfranchised, the loss in Navy exchange profits would Dbe

at least $2.0 million per year. 1f the risk of a 20% sales



coee resuliting frap conso.ilation w23 given °on.Yy & .-®

Lovaviiity fasRer. ;- would cilset ¢4 millicon of anrualt

fact tnas yre mLSEICT of +he snuly GIOMP was to only
recomnend CL3Nnges that maint2ln voe s;me or higher .eve.s
cf brand selection and service to the custcmer was generally
given little or no consideration in the conclusion of this
focus group:

1¢ was the general perception of the group that
consolidation of the procurement ¢unction may result in some
cost price reductions. There was no factual data
presented which supported this critical consideration. It
was agreed that {f there were any cost price reductions that
they would at least Dbe partially offset by jncreased .
distribution and operational coste. There was no clear
penefit in term of lower cost prices established by the
focus group.

There were repeated references by members of the permanent
study team that it would be better for the group to
recommend sSome form of consolidation than to have a more
honerous form of consolidation edicted by higher acthority.
This seemed to be the single most pervasive argument for
consolidation. This is not a logical approach to issue

at hand. As 2 consegquence, RO attempt was made to ‘assess
cost impacts or to ;dentify the potential risks assocliated

with the consolidation of the procurement function.

-In the final analysis, the omly areas of consensus achieved




ng toe focws GIGWr ceerings were t-at the services were
arforming creiyr proc.renent functions wel.l. coemcTmers wWere wel6l
.izes wIulG DT ~e c-elute reca.se of
-orec.i€3ting v proTurerent fancticn to any appreciatle exnent.
ie av aiil, a~d tnat there might Le scme personnel savings that
would result from consolication but these were not quanitified,
1¢ was the opinion of the‘NAVRESSO attendees that the {ssue of
consolidating some O ali of the procurement'function was the
presumed recommendation of the study group at the start of our
discussions and that concerns with the negative results of
consolidation were given little if anf serious consideration in the
§ormulation of recommendations.

4. Although the charter of the study group was to examine
alternative ways to save resources, only the issue of consolidation
was given any sgrious consideration. The NAVRESSO attendees
consider that there ls no justification that supports any form of

coﬁsolidation of the procurement function. The reasons for

recommending the current status quo are attached.

4
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A.1 the exchange services are effectively perfcrming their

sission - providing goods and cervices.to military personrne.
and their ¢amilies at a savings and are generating profits for
¥4 programs - “1f it ain't broke - don't fix it.’

This performance has been achieved in 2 period of
unprecedentod turmoil in retailing. A period where major
retailers have merged and gone bankrupt "Blgger is not
necessarily Botter.“

Individﬁai exchange "services can react faster to cHanges which
will result from pase closures and troop reductions based on
current dramatic global changes. The individual exchange
services are closer to their customer base than a consolidated

system would be and can better rolate to their needs during

this period of unprecedented change. “Timing is Poor.”
Stagnancy du; to lack of inter - service competition.
diminisheé‘esprit de corps within the Hilitary Departments -
Loss of "Pride of ownership.” “Taking Care of our own.”
status quo for the Navy is a very favorable position from the
point that the Navy Rosalo Systen presently provides oxoollent
goods and service to their Navy community. It provide savings
on quality merchandise to its patrons. It is very responsive
to local commands and customers, while coptributing the | Ql
highest dollar amount per capita to 1ts MWR program. NAVRESSC

has the best return of cost and best net worth of the three
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are desigred t> ensure convirued s.ciess in a ir.creasingly
sophisticated and aggressive retailing industry. Any mergec
would carry with it a degree of risk that is not justified by

the minima: savings that may or may hot Le achieved.
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73V Trafe Tenert ‘
1. Regardless of whatever decision 1is reached as it relates to "
consolidation, the Marine Corps Exchanges should be allicwed to
continue to operate as a division under the Marine Corps : CL

Consolidated MWR system. Consolidation of MWR businesses should

be considered in the future due to the inereased efficiencies, cost

savings and loss of appropriated funds to support MWR activities.
The Marine Corps' testing of a consolidated system will prove
invaluable when this jssue is addressed for all services.

2. Eased upon the mission statement (encl 1) the following is

submitted. o
o 1s consolidation feasible - Probable.

The Exchange systems carry approximately 80% of the same type of
items. They may vary 1in depth., vendor or pricing but the
. 4

-

aﬁsortments are similar. The different merchandise that makes the
exchanges unique and different (20%) would have £o be considered
and a way found to maintain that uniqueness.
o  1s consclidation cost effective —- Not Probable.

The exchange systems all vary in the way merchandise is procured. : .
At any given time merchandise can be purchased with terms, dating, |
freight, rebates and allowances nggotiated to reflect different
cost prices. The Exchanges are probably purchasing merchandise

that would preclude any major savings, taking into consideration

Attachment 2




anv hicler Tabor <:Is%s ~-e¢+ savings mighs Te rea ized a<= the
- ~c lewe rowe er ce-me cf the 3avings WoL 4 e s¥feex L
44ii-z a2iinicra $.remicng aI £TIT8 Tevel  encioz
- Tzcz3 ~==ogolidaticn increase efficiencies - Frchatle.
t+ is prohatle +-3+ efficiencies couid be reziized in 3Treas of

purchasing tencl 3) Dbased vupod duplication of efforts by the
different exchange systems. ware could alsc te efficiencies
realized in MIS, transportation and distribution, personnel,
accounting and other areas related to retail sales.

3. Without £he proper systems (M1S, Warehouse, Transportation,
Accounting, etc.) in place, the Marine Corps cannot recommend
consolidated buying. However, with the support systems in place
and substantial savings and efficiencies identified, the Harina’

Corps could recommend partial consolidated buying of selected

clasaifications of merchandise.



E Se3tus gl . -grazining €%3:T.: - T0R “zrire Corzs
rwcrznge 3Systen wIv.T rez.ize ¢ efficlencies I prazTizes ars
—rccedures ve sabrzn woild coatinue O ericy a high

‘evel of customer cervice with the avaitability cf gerscnal conzact
with the patron by merchandise perscnnel (buyers}). The patron may
Fay a higher price for some items if the exchange does not buy in
quanties that are large enough to receive lower cost prices. The

patron would continue to benefit from the assortment of merchandise
that local level buying ensures. The ability to react to everyday
pricing and promotions from competition would remain as a strong
advantage. By ulitzation of distributors the Marine Corps exchange
not only takes advantage of the vendors expertise. but reduces cost
cf labor, transportation and wareshouvse/distribution cost. The
:rability of headquarters to ensure proper stock levels,
assortments and pricing of certain items or classifications is a

concern.

b. Partial Consolidation: VWith partial csnsolidation, the

Exchanges may reduc; payroll expenses. Additionally procedures for
some functional areas such as security and personnel training could
be standardized. Systems such as MIS could be upgraded resulting
in better management control. Customer service could be improved
because of a better in stock position for some basic merchandise.
The patron should also benefit with uniform pricing by all

exchanges within a specific shopping area.




L - =re guznarzes I T2E.IIE S3VLITES cr weriiTnel SISTE Trore
wro i ozlec e 3 svardardizaticn ¢cf 2 —=s'.z.st 3Tl proIefoves
girec=ed from a degisuarters ievel tewe, ey the patron cowvid
receive a :Cwer 1eve. of customer service tezause of

gtandarcizaticn of stcres and tne -ack cf flexidility that now
allows the exchanges <0 guickiy react to the specific needs and
wants of the local populatien. I aiditien, thé merchandise staff
would be removed at the local level making communicatlon with the
local patron virtually impcssible. The stores would lose the
identity ihey now have based on an focused stock assortment.
However, Full consolidation should provide for more systematic
catalogs and promotional events and better utilization of availible
co-op participaticre from vendors. There cculd be savings in the
area of private label /house brand merchandise. There could

*e savings in the area of transportation and distribution. HMIS
systems would have tc be consolidated /upgraded without duplication
of efforts. There ahould be savings generated he at buying level
tecause of quanitv discounts, allowances anc terms. There could
be pcssible gavings in existing areas trat have different exchanges
competing for the same customer. The ability to negotiate local
direct delivery contracts becomes more difficult and time
cornsuming.

d. Separate Svstems with Specific Recommendations: As a

separate decentralized system, the Marine Corps Exchange System
would continue to service the patron well and provide adequate

funds to support the MWR programs. However, a standardized grading
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CONSOLIDATED EXCHANGE SERVICE
CONCERNS

2 strictly a statistical viewpoint, a complete consolidation of the

se exchange services may appear to be cost effective and desirable;

sver, the projected savings can be greatly affected by the following
angible issues:

A,

3

Each exchange service has significant philosophic variations within
their area of operation. For example, AAFES has a vertical manage-
pent etructure, the Marines are integrated with the MWR, and the

Navy has direct distribution of dividends. The projected savinge
does not addrese the tremendous impact to the operating environment
and corporate culture. Thege changes effect the retall operation and
assume the consclidated Exchange System would operate in a emooth
~AAFES-like" environment.

Exchange management reporting to a Board of Directore comprised of
military representation is needed to assure response to the
nilitary customer. .

Consolidation requires compromise, cooperation and a willingness
to make changes. BEach of the three Exchange services are
juetifiably proud of their operations. A conseolidation will
require significant changes to the way busliness is conducted.

Ae part of human nature, we are all generally resistant to change.
A hostile consolidation will surely fail and the customer will
guffer.

While there are obvious efficiencies in centralization; experlence
telle us there ie a “point of diminishing return”, e.g., at some
point in centralization, , we cease realizing efficlencies and

become inefficlent in attaining desired goals/efficliencies.

With regardes to consolidation, no one knows where that point is,
but it ie posaible that AAFES is approaching that point, or may
already have reached it in some areas. This could elgnificantly
distort projected savings.

All savings assume a pobile work force and a possible RIF action.
This will probably not be the case. Projected savings cannot be
realized in less than five years. :

A consolidated exchange would be one of the largest retail
organizations in the world. Thie requires highly skilled
management equal to, or better than our competitors Wal-Mart,
K-Mart, Sears, etc. A consolidated exchange systenb would have
to be competitive with regards to hiring and retaining thie kind
of managerial talent, 1.e., Pay gcale, fringe benefits, perks.

Much of the projected savings can be achieved with a partial
consolidation of the three gervices.

A bigger organization 1s more visible and beare the riskse of
increased political and bgreaucratic influences.

B-13 Attachment 3
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zs7imates ci 3 -ty sales 1oss and of a £0% milliern profit

Arswer: - SR
. . '

panderson Hali MCX and Fort Myer AAFES exchange are witngn o
clese prosamity sucth that patrons at either'installatiaﬁ%mmy
conveniently shop at either facility. : U T

qenderson Hall retail sales are $21 million. Fort Myer is ..
s11 pillicn - a difference of $10 million or 47%. . We SR
assumed- that each buying group could have smsrchandised its
gtore in whatever manner it wanted to. ' P

About one-hai! of all military patrona have a ch&ité.or}ﬁ;H
axchanges in which to shop. 47% timea one-half equals ..:

roughly 23%.

We conservativaly used 15% to include a facter for those
patrons who would buy somathing even if what they really i -
wanted was not available. As validation, we looked at the.
impact at Zayre stores of the changa to Ames * merchandised ;-
agsortment. Zayre stores suffered 16% sales loss from the ¥
change made by Ames. AR

b
Fiam

NEX rotail salss equals $1.4 biilion, MCX retail salesaedua;'
about $0.3 billion. Total of $1.7 billion times 15% .2quals
jost sales of about $355 millien. v

We assumed that gross profit lost would be partially offset’
py rmanaging store expenses down with perfect ligeérgﬁy L
{reality is that it would be somewhat less thah' linear, . = *
linear is mors conservative assumption). Therefore, “petail
ret contribution™ as we use the terrm is the sppropriate’ .
profitability factor to use. o

Retail net contribution approximaiii 108, 5255 mi;11§5;L£3,_
times 10% equals $25.5 million, we used $25 miilion. S A

our analysis assuned that “Navy/MarCorps peraonnil‘ipb'igptd“
buy an item in a present AAFES exchange. would bnxﬁthe@i?ﬁi
jten in any exchange. possibly shifting sales from ‘ong: st

to another but with no net change in total. N I

P .
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THE CFF'CE OF THE ASSISTANT SECRETARY OF DEFENSE

WASHINGTON D¢ 20301-400C0

FCE MANAGEMENT
\ND PERSONNEL

Ms Jill Manning 14 AUG 1390

KPMG Peat Marwick

1601 Elm Street, Suite 1400
Thanksgiving Tower

-Dallas, Texas 75201

Dear Ms Manning:

A Department of Defense study group is now reviewing the
feasibility of consolidating the military exchange systems.

one of the exchange services has projected a 15% loss in
sales volume and a $25 million decrease in profit, if the
exchange operations are consolidated. Inclosure 1 details
the questions asked upon receipt of these projections and
{nclosure 2 is the rationale provided to support those
projections.

I- would appreciate receiving your opinion of the
appropriateness of the rationale used in making the
projections. While the two stores are closely sited, they
are distinctly different In size, merchandise assortments and
price lines. Specifically, is the comparison of two stores
. sufficient to project trends for the entire systen?

Thank you in advancg, for your assistance.

W. Michael Moreland, C.P.NM.
Chairman, Inventory Management Focus Group
DoD Armed Services Exchange Study Group

- 2 Incl
as

B-15 Attachment 4-2
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Cave kinder. NaWRESSO

re.

meeting on 7 August and page 7 of MNavy/Marairne fscessment
of study

Flease provade full details and rationale for your
estimates of a 1%% sales loss and ot a $2% million profit
reduction, to include! .

a, Specifics on merchandise variety reductions,
i.e., what merchandise is now being bought by
Navy and Marine buyers that could not be
purchased by a central buyer, and whyj show the
dollar sales and profits by each category that
can mnot be bought centrally.

b. What changes in pricing policies were assumed,
and why? What are the impacts of each?

c. What stock assortment changes were assumed, and
why? What are the impacts of each?

d. What more expehsive purchases were assumed, and
why? What are the impacts of each?

e. What mark down changes were assumed, and why?
What are the impacts of each?

f. Detail any other assumptions and the rationale
and impact for each.

Show your assessment on the impact on small businesses.
How many vendors Now supply NAVRESSO and what are the net
dollar purchases? How many of these vendors meet the
standard Federal definition of small businesses and what
are the net dollarf purchases from thea? How many small
vendors supplying what merchandise categories valued at
what dollar amounts of purchases would not be or could
not be continued under a centralized alignsent, and why?

when a competitive environment exists, suppliers compete
with other suppliers for business. Detail your rationale
and 1ist specific examples and the impacts of each
instance where the existence or absance of AAFES
contracts influenced the outcome of NAVRESSO
solicitations/contracts.

Since these points were briefed by NAVRESSO on 7 August, it
is assumed the information requested is readily available.
Please forward it to arrive here this week.

Th‘nk’ .
Mi Mdreland :
B
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Arswer:

penderson Hall MCX and Fort Myer AAFES exchanje are vithin
clese proximity sush that patrons at either installation may
conveniently shop at either facility.

Henderson Hall recail sales are $21 million, Fort Myer is
$11 millien - a difference of $10 million or 47%. We
assumed that each buying group could have mesrchandised its
store in whatever manner it wanted to.

About one-half of all military patrons have a choice of
axchanges in which to shop. 47% times one-half equals
roughly 23%. :

We conservativaly used 13% %o include a factor for those
patrons who would buy something even i¢ what they rezally
wanted was not available. As validation, we loocked at the
{mpact at Zayre stores of the change to Ames’ merchandise
assortment. Zayre stores suffered 16% sales loss from the
change made by Ames.

NEX retail sales equals $1.4 billion, MCX retail sales equal
_ about $§0.3 billion. Total of 81.7 billion times 155 equals
lost sales of about $355 million.

We assumed that gross profit lost would be partially offset
by managing storg expenses down with perfect linearity
{reality is that it would be somewhat less thah linear.
linsar is morg,conservative assumption). Therefore, "retail
ret contribution” as we use the term is the appropriate

profitability factor to use.

Retail net contribution approximates 108. $25% million
times 10% equals 325.95 pillion, we used $25 million.

our analysis assumed that Navy/MsrCorps personnel who would
buy an item in a present AAFES exchange would buy the same
j{tem in any exchange, poesibly shifting sales Irom one store
to another but with no net change in total.

..----.------——-__..---.._.-------- - -



A Peat Marwick
Cortified Public Ascountants

Suie M Teshene 214 T54 2000
Trancsgivirg Sower

1801 £:m Street

Callas, TX 7820

Auguest 17, 1%$%0

Mr., W. Michael Moreland, C.P.N,

Chairman, Inventory Management Focus Group
DOD Armed Services Bxchange Study Sroup
Buflding 3087, Naevphibase Littla Creek
Morfolk, Virginia 23521

Dear Mr. Moreland:

Ag discussed in our phona conversation on Adugust 14, 1990, ve have reviewed
the RAVI/USMC asse¢soments of anticipated sales looses and profit reductions in
connection with the feasibilicy study of conselidating the military exchange
gyatem. Based on our understanding, these eatimated losses are projected from
the comparison of only tvo stores within c¢lose proximity. The KRAVY/USMC
exchanges nay differ greatly from the AAFES exchanges in size, merchandise
assortments, price lines and geographic locations, and it would bYe diffieculs,
bagsed on the 1limited information, to project anticipated losses due to a
consclidation. Based on these facts, there appears to bde Insufficient datas to
project anticlpated losses in the event of the consolidatiom of the military
exchange systems,

If T can de of further asssistance in this feasidility study, please feel free
to give me a call at (214),6754-2379. Thank you.

Very truly yours,
KPMG FEAT MARWICK
Ao yc et
Phil Marshall, Partner
PM:DE
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CONCERN: The study group proposes that a consolidated military
exchange system would employ current AAFES operating systems
{(procurement, MIS, distribution). These operating systems are
structured to accommodate a set of deslred merchandising and
marketing strategies. Merchandising and marxeting strategies are
gesigred to the needs of individual retallers based on thelr
customer profile and competitive market structure.

There are significant differences in the merchandising and
marketing strategles of ARFES exchanges and those of Navy and
Marine Corps exchanges. The major differences are:

AAFES, NEX/MCX
STOCK ASSORTMENTS Controlled centrally Controlled reglonally/
locally
PRICING Common Systemwide Common systemwide
Pricing policy but individual
pricing established
regionally/locally
based on competitive
environment
MERCHANDISE
FOCUS primary hardlines/ More heavily
consumables orlented softlines oriented

These differences in merchandising and marketing strategles have
evolved to serve the differing competlitive market structures of
the services. The Navy and Marine Corps reallze a much greater
proportion of thelr exchange retall sales in the United States
than does ARAFES., Overseas accounts for more than 40X of AAFES
total retail sales, whereas Navy and Marine Corps exchanges only
achieve 19.5% of worldwide sales at overseas locatlons. This
means that the NEX and MCX are dramatically more dependent on
stateside sales and a more competitive retatling environment than
{s AAFES. Also, AAFES exchanges within the U.S. are generally
located in less urbanized places than NEX and MCX exchanges. 75%
of the U.S. markets in which NEX/MCX exchanges operate are in the
top 100 markets as ranked in the S&MM (Sales & Marketing
Management) market rankings, whereas only 53% of the U.S. markets
in which AAFES operates are in the top 100 S&MM market rankings.
These more urbanlized areas in which NEX/MCX operate are
characterized by 8 more {ntense retall competitive environment.
NEX/MCX generate 60X of thelr total retail sales in these highly
competitive markets, while only 30% of AAFES sales are '
concentrated in these markets. =

The more competitive retall environment in which the NEX/MCX
operate, requires serchandising and marketing structures which are
aore flexible than 8 highly centralized organization such as the
AAFES structure can provide. Merchandise assortments must be
adjusted based on the strengths and weaknesses of the local
commercial competitors and exchanges must be empowered to react
quickly to competitive pricing in these markets.

B-19 Attachment 4-4



The NEX/MCX customer {s more likely to 1ive on the private economy
than the AAFES customer. A greater proportion of Army and Ailr
Force active duty personnel live in base housing than Navy active
duty personnel. The NEX/MCX has fewer ncaptive™ customers than
AAFES. The NEX/MCX must have merchandising and marketing programs
designed to attract customers back to the military base.
Thetefore, the NEX relies on dlrect mall advertising to a greater
extent than AAFES while the MCX applies specialty retailing
techniques to differentiate itself from its competition. These
marketing techniques require a8 decentralized management approach
to be effectlve,

There is no simple quantitatlve model available that would provide
an estimate of the ssles loss that would be incurred at the
NEX/MCX retail outlets resulting from the change of merchandising
and marketing strategies. There is one recent example of a merger
in the retail industry that is similar to the proposed merger of
the military exchanges. Ames, a northeast discount chain,
acquired Zayre discount stores in October 1988, Ames stores
operated primarily {n less urbanlzed areas, while Zayre stores
generally operated in urban areas. The marketing and
merchandising strategles of the Ames stores were applied to the
Zayre operation. As reported in a New York Times article of 11
April 1990, sales at Zayre stores declined 16%. The article
stated in part: “As it turns out, Ames has falled miserably,
providing 8 near-textbook lesson of how not to merge two seemingly
well-suited companies. Not only has it been unable to revitallize
the Zayre stores, since renamed Ames, sales at those stores have
declined about 16% after a series of strateglic blunders. Those
included changing the.name of the Zayre stores, 3as well as their
pricing and advertising polliclies.”

Today, AAFES, NEX and MCX are well-suited to serve their
customers. Their merchandising and parketing practices have
evolved over s perlod of 40 years based on thelr customer profile
and competitive market environsent. Each of the exchange programs
has continued to be successful despite unprecedented competition
fros commercial retallers. The exchange systeas arse positioned to
implesent further evolutionary japrovements that will enhance : .-
their performance. Under these conditions, fev prudent Y.
businessmen would risk the potential losses that are likely to be
incurred as a result of the proposed merger. . AR - -2
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Centralized support functions, decentrelized managem=nt
"By the end of 18890, as much as 70-75% ¢f our merchandise

will be centrally merchandised. We’'ve found centralized
merchandiging is more efficlent 3¢ we can pase price savings

on to customers.” From K Mart’s 1889 Annual Report.
High performance retailers "...tend to be the “captains of
their distribution channeles”. These companies have become

powerful players in the distribution channel because of an
ability to deliver market share and/or through ownership of
the source of supply. technology represente a major
commitment and continuing investment.” Management Horizons,
Spring 1989 Management Conference.

Federated Stores, Inc. is developing a new, more centralized
buying strategy that could save it millione of dollars and
enable it to lower ites prices.

Raportaed by The Dallan Morning Rews, July 8, 1930.

“Our distribution centere process 80% of everything we sell
in a Wal-Mart. Due to technology and new equipment in DCe,
they routinely process 200,000 cases a day. We have lowered
our coste and dramatically added to our overall capacity.
With technology ‘regional merchandising can be done today’.”
From David Glass, CEO, Wal-Mart, in January 1980 issue of
Discount Merchandiser.

“The retail organization will be flat, lean and very
decentralized as information technology increases senior
management’'s span of caontrol. Middle management will all be
dieappear as information flows directly up to higher
management or further down into the organization for analysis
and decisions.” From Dan Sweeney, Chalrman, Managernent
Horiszonse, in The Dallas Morning Newa, June 12, 1990.

“Decentralized management had been a difficult way to run a
busineas due to

. But technology (worldwide satellite
communications, distributed information systems, expert
syatems) and intensified local market competition will
transform decentralization into the preferred organizational
option. Decentralization will represent the buslness
reeponse to greater diversity and greater democracy in the
marketplace.” From Management Horizons’ Retailing 2000, as
reported by Inside Retailing, June 18, 1980.

“The Limited stores use store profile clustering to tallor
their merchandise mix to local trading, resulting in a
maximized sales opportunity at a reduced inventory
jnvestment."” Managepent Horizons, Spring 1990 Management
Conference
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I. DESCRIFTIGN: Computer processing is centrali-ed on IEM
TOT0 class computesrs manutactured by Amaanl Inc. In Eurocp=.

a few oOnline applications run on an IBEM 4381 computer.
Frocessing at the automated distribution centers is
accomplished on state of the art DEC mainframes. Decision
support systems are on an IEM 4341 in Dallas.

1I. ASSESSMENT: Mainframes are upgradeable and positioned
well for growth: there are no foreseeable restraints.

II1. FUTURE SYSTEMS: Several projects are underway to upgrade
and improve capabilities. Frocessing power and memory oOn one
of the IEM 3JI0%90s is set for September 1990, Contract was
awarded to double disk capacity over the next two years as
qrowth is required,. Decision support processing will move to
the mainframes to provide more processing flexibility as well
as growth capacity.

Mid-range computers will be installed "in all CONUS main
stores after a_contract is awarded in late 1990.

OFERATING SYSTEMS
/

I. DESCRIPTION: Operating software is IEM MVS/XA using IEM
VTAM as communications interface. The data base management
system is IEM IMS. Systems development interface is IEM T&O.
1EM VM will be used for the decision support system once
migrated to the mainframes.

I1. ASSESSMENT: MVS/XA and IMS fully satisfies the
production processing needs of AAFES. Oracle is being tested
on the mainframe; it has been selected as the relational data
base management system for the future store level midsize
computers.

111. FUTURE: Consideration is being given to using a state
of the art relational data base management system at the
corporate level. Data could be passed from and refreshed by
the production IMS data base management system. Many
companies have pboth relational and rnon—-relational data bases.
The non—-relational data base managment systems support the
company’'s investment 1in their particular program code and
application systems investment.
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1. DESCARIPTION: #A leased line networb, using NCR Comten
framt =nd and remote commurications processors with IBM SDLC
crotoccl, exntends throuabout CONUS and the Facific and to
portions of Europe. Europe is primarily served by a public
packet switched metwork. imterconnected to the private leased
line network. In CONUS a separate network, reaching Lo
virtually every facility, is used for cneck cashing approval
and credit authorization. This network is also used by Coast
Guard/Navy clubs, commissaries arnd other non-AAFES activities
on a pay as you Qo basis.

II1. ASSESSMENT: Hardware and Comten controlled
telecommunications are state of the art technology and
paositioned well for growth. There are no foreseeable
recstraints for either of these areas. The check
cashing/credit authorization network has far outlived its

life cycle expectancy. Its technology prevents badly needed
expansion.

I1I. FUTURE: Seven of the 11 Comten processors in CONUS are.
being replaced by a satellite network. One hundred and ‘
thirty leased lines are also being eliminated. This project
ijs over halt completed and will be completed by September
1990, an RFF is nearly complete for replacement of equipment
on the check/credit authorization network. Complete
replacement is expected to' take two years thus eliminating
present technology constraints.

+

-
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MAINFRAMES: Amdahl 5880MP, 23 MIPS, 96 MB, 48 channpels
Amdanl 5890/400E, 55 MIPS, 256 MB, 96 channels

OPERATING SYSTEHM SOFTWARE: IBM's MVS/XA with JES2, Release 2.2.
I{BM's VTAM, Release 2; will upgrade to Release 3 in April.
IBM's IMS DB/DC, Release 1.3; upgrade to Release 2.2 in 2Q90.

DASD: IBM 3380 Single Density: 55 GB, B8 actuators
IBM 3380 Double Density: 30 GB, 24 actuators

Amdahl 6380 Double Density: 120 GB, 96 actuators

Amdahl 6380 Single Density: 10 GB, 16 actuators

Total : 215 GB, 224 actuators

EDAS: Amdahl 6680; 256 MB of high-speed, solid-state storage with
battery back-up; used for small, very high activity files.

MAGNETIC TAPE: IBM 3480: 24 drives, 19,600 cartridges
STC 3670: 3 drives, 3,500 10.5 inch reels

TERMINALS: Local Remote Total
MAINFRAME ATTACHED:
VDTs (327X, 3180, 319X, 347X) 1163 17718 2938
Printers (Dot Matrix & Laser) " 132 616 748
PCs (Coax attached as & vDT) 432 142 574
Total 1727 25313 4260
STAND-ALONE (not MF attached):
PCs (Dell, Epson) 466 774 1240
Laptop ECs . .29 T 28 57
Special Purpose ECs 10 32 42

COMMUNICATION PROCESSORS: 19 NCR Comtens at 6 locations in CONUS and
8 locations overseas; all COS capable.

CONUS SATELLITE NETWORK: T

Contractor: Hughes Network Systems

Master Earth Station:” El Segundo, California

Number VSATs installed:47)& (this total 1s changing almost daily)

Number VSATs planned by September, 1990: approximately 130

-RJE SITES: 15 major sites attached to Dallas (ERs, -OES, DCs); -
335 facility level sites attached to Dallas;
445 dial-up sites (mainly FPOS/REPOS) attached to Dallas;
serviced by 70 dial-up incoming lines. . -
404 sites (mainly X.25) attached to Munich.

FAULT TOLERANT TRANSACTION PROCESSORS: Three IBM System/88, Model 082,

each with 48 MB of memory, 448 MB DASD (Atlanta & Oakland) or
768 MB DASD (Dallas).

Attached Terminals: approximately 1222 micros, 4500 keypads.

Total Transactions: 323,000 per day; peak of 5 per sacond each;

. average response tims of 6 seconds.

By Applicatiom: _Credit - 27,000 CvS - 213,000 Other - 83,000

Highest single day (8 Dec 89): processed 452,000 transactions;
(Credit - 46,000 CVS - 215,000 Other - 191,000).
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EIS PROCESSOR: IBM 4361/5 (1.2 MIES, B MB); with % GB of DASD;
approximately 40 attached terminals (VDTs and printers).

age 2

EURQPE MAINFRAME: IBM 43B1/R14 (5 MIES, 32 MB, 16 channels) with
IBM 3380 DASD (25 GB, 24 actuators); IBM 3480 Tape (8 drives).

AUTCOMATED DISTRIBUTION CENTERS:
GIESSEN: One DEC 8650 (48 MB) and one DEC 6320 (64MB)Y; with 7
DASD approximately 240 attached VDTs.
NEWPORT NEWS: Two DEC 8530 (48 MB each); with 10 GB of DASD;
approximately 190 attached VDTs.
WACO: Two DEC 8530 (32 MB each); with 7 GB of DASD;
approximately 150 attached VDTs.

GB of

ATLANTA (for Re-Buyers): One MicroVax (16 MB); with 1 GB of DASD;

approximately 10 attached VDIs.
DALLAS (TEST SYSTEM): Ope DEC 8530 (32 MB); with 5 GB of DASD;
approximately 40 attached VDTs.

APPLICATION/USER SOFTWARE (Dallas Mainframe Only):

Total Concurrent Concurrent Transactions
) IDs Avg. Usera Peak Users Avg. Per Day
IMS 7,031 625 674 212,323
TS0 T 2,594 105 ) 142 148,342
EMC2 5,381 300 550
RMDS 6,484 35 60
NOMAD 2,700 ] 13 42,342
FALCON 1,577 20 30
25,767 1,091 1,469

DATA BASES: 120

APPLICATION PROGRAMS: 6,000

VOICE COHHUNICATIOﬁf, Commerciél {CONUS onlf}: $533,000 per year for
: 58,200 hours (Down from 75;000 hours in December) @ 13 cents per
minute. Carriers are AT&T, MCI and Sprint.
A
DATA COMMUNICATIONS: Annual
pPedicated Point-to-Foimt Circuits Ko, Cost
TRW Multipoint Circuits (1,244 dropa) 25 $3.2M4
VDT & Printer Circuits-(CONUS only) R 169 -1.3M4
Backbone Trunk Circuits (Comten to Comten) 28 1.0
Total Dedicated Circuits/Cost . 222 §5.5M
Geographical Mileage (dedicated circuits only)
Domestic (includea Oakland-Hawail and Oakland-Alaska) 77,381
USA to Europe 17,943
Hawali to Pacific Areas 8,916
Total 104,240
Dial-Up Communications (RPOS, FPOS, RJE) Cost Annually
CONUS . $ 65,551
Pacitic 76,550
Europe 144-, 144
Totli Dial-Up Cost ‘ $ 286,245
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D PROCESSORS:

DISTRIBUTED PROCESSCRS:
(CONUS)

in Eurspe, 22 TI990's most with 100 MB of
DASD: 19 TI3CO0's with one 1788 or one 40 HB
drive.

In the Pacific, seven Ti960's.

Also, systems in Alaska, Panama, Puerto Rico
and the Azores.

Three TI990's, one each in EN, IS-D and FDC;
all with from 100 to SOOMB of DASD.

11 TI300's used for MCSS, all with 4OMB of
storage.

LOCAL AREA NETWORKS (LANs): Ten departmental LANs in Dallas supporting
approximately 250 workstations and 40 printers. Three LANs
in AAFES-Pac supporting 26 workstations and 11 printers,



DATA FROCESSING AT WACO DISTRIBUTION CENTER

Cur Ccompater center was irstalled ir August 1§2B. Our computer and
lcza) ares ne.wcerk hardware cost mele t>an $1,500,000 which Incliudes
our cental preocessing units {CPUs), disk drives {DASD), tape drive,
printers, visual display terminals (¥STs), terminal servers, network
rezeaters and 1BM to DEC and DEC to DEC communication devices.

Our hLardware consists of:

1. 2 VAX 8530 Central Processing Units (CPUs) clustered together.
Fach CPV runs at & million {nstructions per second (MIPS) for a
total processirng power of 8 MIPS. Each CPU has 32 megadytes (ME)
of internal memory. CPUs cap run clustered or separately.

An SC008 Star Coupler couples the two CPUs.

2. 2 HSCS0 high speed controllers for our disk and tape drives. Each
of our dlsk and tape drives are dual ported to glve us redundancy.
Our 1/0 devices will automatically switch over to the good con-
troller should one of our HS5C50s fail.

3. 15 RAB! disk drives each holding 456 megabytes (MB) of data stor-
age. Our system, programs and application files . are shadowed to
a second disk te provide data redundancy. 1f a disk drive fails,
the system will continue to process (read and write) from the
shadovw set.

4. One TABI tape drive which can record at 6250 bits per 1nch {BPI).
The tape drive 1s used primarily to back up our data files once a
day, apd to load nev programs.

5. One DECSA SNA gateway which communicates with our IBEM mainframe
in Dallas. A dedicated télephone line between Waco and Dallas
connects us to the AAFES vorldwide netwvork over vhich data is
sent to us and we send back files every day slso. However, ve
rely mostly on this conmection for our electronic mail system
which we use to correspond with AAFES people and upits all over
the world. A

6. One DECRouter 200 vhich connects us to AAFES’ other DEC computers
at Newport News, VA, Atlanta, Dallas and Glessen, Germany. This
DECNET connectlion is used for softvare malntenance and some file
transferring as back up to our SNA gatevay connection.

7. Approximately 130 DEC VI320 VDTs are scattered throughout the
warehouse to be used as work stations at all levels of the vare-
house. We do not use any graphics or colors 1o our system.

8. 3 LGOl and LGO2 printers from DEC comprise the core of our print
capability. Either model runs at 600 lines per minute (LPM), but
the LGO2 is capable of graphics (barcodes, big letters, etc.).
These printers are located strategically around the warehouse to
print our documents at the spot where there ars used.

9. Several LA-210 and LA-75 desk top printers complement our print
capability and also are scattered around the varehouse to be used
where they are needed.

10. 2 Litton LIS-1520 high speed laser printari {475,000 sach) provide
special print capability to give us high quality, highly readable
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bar coles for carton labels. They print 20 pages per minute and
are a bit unique bezause they will feed continuous form paper.
(Mzst laser printers are sheet feecders.)

We “ave an Ethernet local area netwsark in the warehouse which 1s used
2 gonrne=- all our perigherals (VDTs, printers, scanner, sortation
csrniroller, and communicaticn devices such as the SNA gateway and DEC
Router) to the computers. The network reaches from our computer room
and aédministration building to every nook and cranny of the warehouse
and through fibter optic cable and fibter optic repeaters under tarmac

to our vehicle maintenance/transpertation building.
Our local area network consists of:

1. Ethernet coaxial cable, transceiver cable, and RS-232 cable are
installed in the ceiling and at & network stations. Several
thousands of feet of cable and hundreds of connections comprise
the network which was installed by WADC's ovn personnel.

2. 25 DEC200 Terminal Servers provide full modem conpections to all
the peripherals. Each DEC200 has 8 ports. A port can be used
for a printer, or a VDT, or a scanner, or any RS-232 type device.

3. & DELNIs connect the terminal servers at our network statlons.
8 terminal servers can be connected to one DELNI,

4. HL000 transcelvers are little black boxes that bite intec the
Ethernet coax{al cable and provide network connection to DELNIs,
computers, and repeaters.

5. Fiber optic cable and fiber optic repeaters {ope pair).

Between our local area network and computer, our system communicates
vith our conveyor system and the high speed scanner. From the scanner
the DEC computer finds out which box just passed. The DEC computer
then decides to which truck door (sort lane) the box goes. It then
tells the conveyor system microprocessor the sort lane for the box.
From the time the box passes under the scanner till the sort message
is given to the conveyor microprocessor, no more thaa 250 milliseconds
can elapse. The DEC aystem and network must be very fast.

We use the VAX/VMS opernting'ﬁystem and we are currently running VS
Version §5.1. We use several of DEC's layered software products for our
system. These iaclude the following: -
. VAX Volume Shadowing SR
RMS, Records Management System
CDD, Common Data Dictiomary
FMS, Forms Mapagement System
. SNA Gateway Management

a. Remote Job Entry :

b. Terminal Emulation (lets our VDT coannect to IBM)

e. Printer Emulation (lets the IBM print to our printers)
6. TSM, Terminal Server Manager
7. VAX System Perfomance Monitor
8. DECKet End Nede.

W B W N

Two DEC engineers from Waco are on call 24 hours a day, Monday thru
Friday to maintain all pleces of equipment, including our local area
petwork. Our computer system runs around the clock 5 days a wveak. On
the weekend we back up and reorganize our files, do apy program or sys-
tem maintepance from our Dallas office, and install any nev equipment.
Our current configuration will maintain our operation for the next two
years, but we constantly watch computer performance, load, and growth
and wvill upgrade to pewer and faster VAXes if needed.

. =Ly -
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Desgyiotion
Most of the financial and accounting functions have been

mechanized. Maior subsystems include: Accounts Payable, Accounts
Receivable, General Ledger, Operating Statements, Fixed Assets,
Cash Management, Capital Expenditure Program, Budgets. and

Insurance.

Assessment

These systems suffer the same problems as the merchandising
systems. The facility number coding structure has significant
meaning which is used to report financial transactions. The
atructure severely hinders expansion into new business and
reporting operating results. Capturing financial transaction data
ijsa batch oriented, costly and error-prone. The systems are
supported by flat files, some of which were designed in the early
70s, which preclude online maintenance and inquiry capability and
inhibit report generation.

Future
A consultant firm has been hired to develop a new General
Ledger System. The system has been defined and designed.

Construction is underway and implementation scheduled for FY 1992.
The new system will provide complete reporting flexibility to
develop operating statements and statistical analysis for any
segment of the company. A new Facility Master File will be
developed +to provide flexibility in addition %o supperting
unlimited Dbusiness expansion, reorganization, and additional
facility information. A new simplified chart of accounts is also
included. o -

. Personnel /Payroll Sys%;ms

Description

The personnel system includes all job status and personnel
information necessary for payment of payroll checks, benefits, as
well as performance evaluation history, job history, training and
awards data, and disciplinary information. Most of the information
js maintained on data bases and is available for online inquiry and
updating. The payroll system collects bi-weekly time and
attendance data which is combined with selected personnel data from
the personnel data bases to produce bi-weekly check for all dollar
paid employees. Check information processed at the headquarters
is routed to the paying facilities and printed locally, ineluding
Europe and Pacific remote sites. Separate systems have been
developed to support foreign country payrolls for Japan,
Philippines, Korea, and are proces=sed locally; Germany is processed
on the Dallas mainframe.




Assessment

—  Tre current svsiems are relatively state-of-the-art. Data
~zsee prcvide the underiving suppert fer online maintenance and
inguiry. Tre capability tc match personnel with positions and
organizations is missing and needed. Additional personnel have
recently been assigned to develop this capability and other
subsystems which will further automate the personnel/payroll
processes.

Future

No new further proiects are currently envisioned. Numerous
personnel projects which will automate manual functions have been
identified for development over the next 2-3 years. These include:
Online Data Base Update
Organization Master File
Elimination of Discrepancy Notices
Elimination of Rejected Personnel Actions
Electronic Routing of Personnel Actions
Revise Separation Action Codes
Mechanize Job Administration
Service Awards: Eligibility and Ordering System
Automation of Personnel Separation Information

oOoo0oOOQ0OOODDO
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The warehouse Inventory Control and Replenishment system
provides a set of integrated data bases that provide item, price.
history, and distribution data to support the maior merchandising
systems and the warehousing and distribution functions. The
Wwarehouse Control System, which provides support for non-mechanized
distribution centers, produces 15,000 requisitions, 200,000 labels,
and over 100 management reports daily. The Warehouse Management
Svstem 1is a stand-alone system which provides totat operations
support for the three mechanized distribution centers located in
Giessen, West Germany; Newport News, Virginia; and Waco, Texas.

Assessment

The systems to support the non-mechanized warehouses have been
kept up to date and provide full functionality in support of
warehouse operations. The stand - alone system supporting the
mechanized Distribution Center is a purchased package. It is
extremely complex. Until very recently, maintenance and
modifications to the system were made by the vendor at considerable
expense and time. Late 1989, relations with the vendor were
severed, additional staff allocated and all changes to the system
are now accomplished internally.

There are few systems to support the transportation function.
There . are many processes which need to be automated. Requirements
for these processes must be defined and personnel assigned to
develop the systems.

Store Systems

Description " .

The store systems provide support for a wide variety of store
- related processes. These include: check verification, credit,
installment purchases, retail and food point of sale processing,
inventory control, requirements forecasting, and physical
inventories.

Assessment

Despite the numerous systems supporting the stores, most of
the store operations are performed manually at considerable expense
in personnel. These operations need to be automated. In addition
to the millions of dollars in personnel savings, automating these
functions will greatly improve operating efficiency, emplovee
productivity and inventory control.

Future :

The AAFES Store Automation Project (ASAP) is being developed
by the same consulting firm which is developing the IGLAS project.
This project is well underway and will be developed in a series of
planned applications in three phases. The applications will focus
on inventory management, fiscal transaction systems and Kkey
customer service areas. The applications identified for
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development are:

FHASE 1:

0oOO0OO0ODO0O 0O

PHASE 2:

[s]

PHASE 2:

o0DOO0ODO0OOOOODO

Inventory {contr
Automated Reple
Receiving

Price Changes
Merchandise /Expense Transfers

Shelf Label Production

-
nishment

Accounts Receivable

Layaway

Refund

Cash & Sales

Bank Reconciliation

Open to Buy/Planning

Sales Commission

Store/Exchange Manager Workbench
Sales Analysis/Merchandise Reporting
Cashier Cage
Contract/Concessionaire

LMS Enhancements

c12
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Technology

Employing new technologies in the 1990s will allow our stores to focus on customer
service and making the sale. Technology will help us better meet our customers’
needs in terms of in-stock position, competitive pricing and improved customer
service. To effectively use these new systems, we must increase the use of the
Universal Product Code throughout our merchandise cycle. The AAFES stralegic
systems vision commits us to automating our stores with improved business systems
support. These systems will integrate accounting, cash management, purchasing,
and other functions and will provide managers the necessary information to quickly
meet administrative responsibilities.

Technology Strategies:

1. Install installation-level computers with an expanded telecommunications
network to link them with both central mainframes and warehouse computers,
Telecommunications support for installation-level computers will be via AAFES
satellite network. Installation-level computers are initially planned for CONUS;
we will confirm their effectiveness for overseas. ECD: JUL93 OPR: IS
OCR: MK:PD;CM;PE;PL; ERs; DH; EN

2. Automate store operating functions with emphasis on tasks requiring extensive
manual effort, while insuring integration in the areas of accounting, inventory
management, marketing and people resources. The AAFES Store Automation
Project (ASAP) will develop those applications which will be supported by the
planned installation-level computers and telecommunications network. The
development of supporting central data bases will remain a top priority. ASAP will
progress in phases which address the business priorities of tﬁe applications being
developed. Estimated completion dates will be amended as each phase progresses.

. Initial
Phases * Installation Date
0- Aﬁplications not reqdirin installation processors Jan 90
(shelf label audit, sign making)
1- Inventory management Jan 91
2 - Store accounting and cash management Jan 92
3 - Other strategic and management systems Aug 92

OPR: MK OCR: CM;IS; DH;PE;ERs; EN

3. Support store automation with full integration of systems required to meet the
needs of all echelons of AAFES. The Integrated General Ledger Accounting System
(IGLAS) will provide the framework to route data from installation processors to
ﬁnar&t{:}glri’LEnd other central applications. ECD: DEC91 OPR: CM OCR: IS;
PD; ;




4. Continue to refline the Warehouse Management Systern (WMS) under the
Realignment of AAFES Logistics (REAL) project. The W{&S is now operational at
8%SRS.EDI’SDM Daniel and Waco Distribution Centers. ECD: DEC 90 OPR: DH

5. Improve Retail Point of Sale (RPOS) in-store computer systems to enhance store
support and extend the effective life of our RPOS cash register investment. The new
R_IPSS latform will focus on flexibility, commonality and vendor independence to
su orfthe expansion of RPOS as the}fncverfomance of the technology improves.
ECD: DECS3 OPR: IS; MK OCR: CM,PL: DH; PD; SD; AU

6. Explore the use of voice and ima%g transmission for conferences, workshops,
training and introduction of product lines. As technology improves and costs
decrease, AAFES must consider expandmilts capability to disseminate information
uin ]%hiitﬁlecommunications network. CD: JANY91 OPR: PE OCR: IS;
PA; FD;
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ARMY & AIR FORCE EXCHANGE SERVICE 4
AAFES STORE AUTOMATION PROJECT

h b
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ARMY & AIR FORCE EXCHANGE SERVICE '
AAFES STORE AUTOMATION PROJECT ;
APPLICATION DESCRIPTION

APPLICATION NAME: Replenishmont (Cont’d) ' "

TANGIBLE BENEFITS: Anticipated personnel savings due to sutomated support of re—ordering would be
$3,800.000 anmually. .

1.0 Full Time Equivalent HPP per small mainstore
1.6 Ful! Time Equivalent HPP per medium mainstore _
2.0 Full Time Equivalent WPP per farge mainstore A

Savings due to:

‘l
d — Eliminate keypunching (TRW/MSI1) of store requirements for AAFES warehoused
\t and STOVES morchandise assor tments "
~ - 3
~ — Reduce requirement for dedicated reorder associate staffs in store L,
. h
1
~ Eliminate manual doliar extensions of reorder transactions (whse/opon .
orders) ' )
rJ
— Eliminate manunl store Opon-To-Buy control logs
— Groatty reduce the need for manual counts and/or shelf illocatlon review In
support of the reorder function . v
0
1 - El iminate dotalied SXU leval review of replenishment reorders by store i

¢ management
. (1Y)
- Elilminate manuat record keeping currontly associated with open ovder . Y

contract vendor replenishment

- Significant potential for meaningful reduction to average inventory
investmont W
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ARMY & AIR FORCE EXCHANGE SERVICE
AAFES STORE AUTOMATION PROJECT
APPLICATION DESCRIPTION

APPLICATION NAME: Receolving (Cont"d)

TANGIBLE BENEFITS: Anticlipated personne! savings due to automated support of Rocolvlﬁg would be
$8,000,000 annually. ’

2 Full Time Equivalent HPP per small mainstore
3 Full Time Eguivalent HPP per modium ma i natore

4 Full Time Equivaient HPP per large malnstore |
24 Full Time Ecuivalent HPP In all regions '

Savings dus to:
- Eliminate "counting® of cartons
- Eliminate the “catler of‘ the CRC rumber”
— €liminate the need for “1ining up Involces”
- Eliminate the noed for extemsion at So!l‘ {cost) of open order
- Ellminate the need to Key into TRW |
- Eliminate the need to create “transmittal®

— Eliminate the need for reconciling =“p~ batch/transmittal "or matched
recelpts :

— Eliminate the need for reconclling warehouse requisitions to L)

— Eliminate the need for reconclling warohouse requisitions to “"weekly
extension listings®

2227 £3¢ veE
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ARMY & AIR FORCE EXCHANGE SERVICE

AAFES STORE AUTOMATION PROJECT
APPLICATION DESCRIPTION

APPLICATION MAME: Price Changes (Cont’d)

TANGIBLE BENEFITS: Anticipated personne! savings due to sutomated support of Price Changes would be

$1,800,000 annually.

0.5 Full \Time Equivatent MPP Exchange for price change accounting
1.0 Full qu‘_Emlvalont WPP per large store for markdown reguest
processing

Savings due to:

- Eltminate the manhours reqetired to enter SKU and dol lar data and
mathematicaliy oxtend price change worksheetls in support of completing
manual price change documentation {i.0. sonsonal clearance, spolled/damaged,
manager‘s speclals, promotions, otc.) .

- E)Iminate physical distribution and manual reconciliation o? price chango
vouchers and the host generated summary oxtonsions

- Eliminate preparation and maintenance of local number conirol togs
assocliated with ltocal price change transactions

- Recduce manual offorts required to update local warkdown budget aflocations

- Elimination of current facility unique price chango suspense files from ho;st
processors .

- Ellminate nead to doubie count and remove fashion merchandise from sales
floor 1o procoess and markdown,
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ARMY & AIR FORCE EXCHANGE SERVICE
AAFES STORE AUTOMATION PROJECT
APPLICATION DESCRIPTION

APPLICATION NAME: -Price Changes (Cont°a)

INTANG. BENEFtTS:

Soft dollar savings of $850,000 ‘aue to:

— Reduce manhours of SAMS and sales Associates required to physically remove
ssasonal soft!ine mgrdnndlu off the sales floor In support of preparing
price change workshests and PLU price maintenance

- Reduce manhours required for RPOS computer operator to key enter PLU price
maintenance input iIn support of all locatly adwinigtered price changes

Intangibte benefits associated with 1mplementing the Price Change systom would be

to:

- Preciude poestbility of lost documents being a cause of stores missing a
price change since all facilitlies maintaining an ilem master for SKU wifl
rocetve alectronic notification

- Because of eslectronlc tranamission directly to the stores, aitomatic
susponsos witl be malntained within the system

- Roasonab leness checks (tolerances) will be bullt Iinto the system to preciude
ma jor pricing errors due to typographical errors as price changes are

gonerated

—~ Price change turnaround time wilt be oliminated to altow for immediate or
f1ash reaction to speclal offors from vendors or dliscovered pricing errors

- Accurste price change information ang promotional information will be
available for buyers 1o aid in purchasing decisions

- Price changes at RPOS stores will be fully automated to inctude capture of
jtom sales counts during promotions

in
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ARMY & AIR FORCE EXCHANGE SERVICE "
AAFES STORE AUTOMATION PROJECT
APPLICATION DESCRIPTION . ©

APPLICATION NAME: Accounts Recolivable (Cont“d) m

TANGIBLE BENEFITS: Antliclipated personnel savings due 1o the automated support of the Accounts
Receivable system would be $1,800,000 anmually.

0.5 Full Jime Equlvalent HPP per malnstore
25 Full TI.o;qulvalont HPP personnel at the reglons

Savings due to:
- Elimination of manual preparation of documsnts
- El Imination of wmamial proparation of trial balances o

\ oI

Soft dollar savings dus to:

Q
1

[ ]
P

- Providing additlional collection 10018 and more timely information. It Is u
assumed that annuai write—offs could be raduced by at least five percent. e
This reduction would result in-a saving of $125,000. ~
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'ARMY & AIR FORCE EXCHANGE SERVICE
AAFES STORE AUTOMATION PROJECT

APPUCATION DESCRIPTION
APPLICATION NAME: Layaway (Cont’d)

TANGIBLE BENEFITS: Antlclpato'd porsonnel savings due to automated support of tbo' Laysway system would

pe 35, 100,000 anmuaily.

1.0 Full Time Ea.nlvalont HPP per small mainstore
2.0 Fuil Time Equivalent HWPP per modium malnstore
3.0 Full Time Equivalent WPP per large malnstore
Savings dus to: ~
“
- Substantlally reduce customor walling time during the Initiastion and
completion phases of layaway trangsactions

~ Substantially reduce the manhours currentiy reguired to porform the dajty
L sudit of the layamy files for identification of delinquent accounts and/or
accounts requiring cancellation

- Eliminate manual preparation of layaway forws and dol lar/fee/down paymont
calculation o_ntrloo : .

— Eliminate manual preparation of customer follow-up correspondence for
del inquent and/or cance!led account transactions

~ Ellminate manhours roquired to locate custowmer layaway records when lhe
customer cannot produce contract

- Eliminate dally maintenance of layaway contract filles

- ElIminate da)ly maintenance of manusl number control jogs reiating to
layaway contracts
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ARMY & AIR FORCE EXCHANGE SERVICE
AAFES STORE AUTOMATION PROJECT
A2PLICATION DESCRIPTION

JLICATION NAME: Sales Commission {Cont‘d)

JGIBLE BENEFITS: Antlclipated personnel savings due to the automated support of the Sales Commission
system would be $1, 100,000 annually.

B hours/woex at small exchange (.2 FTE)
16 hours/weeX at ‘medium exchange (.4 FTE)
32 hours/week at large oxchange (.6 FTE)
2 Ful) Time Equivalent HPP. at HQ to process payroll adjustmonts

- These savings assume a full rollout of commislon pay plan program (currently
only 4 exchanges testing)

; N  Savings due to:

- Automation of manual reconcliiation/audit of sales/refunds

£Z-0

- Elimination of working fund relsbursenent choecks authorized by EM
- Automatlon of manuaté preparation of relimbursemont request

- Minimize orrors In computation of comuilssions

- Minimize loss/tracking of rofunds

Lak
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CLASSIFICATION OF CONUS EXCHEANGES
BY SALES VOLUME

NUMBER OF AVERAGE NUMBER OF FACILITIES
CLASSIFICATION EXCHANGES >$750k >$1.5m >$5.0m TQTAL

Large Exchanges 32 4 5 2 11
sales volume >$30m

(sample size-15)

Medium Exchanges 74 2-3 2 1 5-6
sales volume >$8m

put less than $30m

(sample size-22)

small Exchanges 26 1-2 1 -1 2-4
Sales volume <S8m

(sample size-19)
NOTE: Stores with less than $750,000 in sales will continue using paper

Jocuments which would pe entered into the ASAP processing

environment manually. We determined it is not economically justified to
automate these smaller stores at this time.

Large exchanges have many more facilities which justify ASAP automation,
such as:

o Main stores (full line department stores)

o One or more shoppette convenience stores

o One oI more servicghstations {fuel, OTC retail, service bays)
o Burger King (franchlse faét food stores)

o Troop Stores (liﬁlted line general merchaﬁdise activity)

o Military Clothing Sales Stores (MCSS)

o Four Seasons/Toyland specialty Stores

Large exchanges also have larger facilities to automate, requiring a
greater number of peripherals, such as:

o VDT's
o PC'S
o Printers

o Hand-Held devices (FM and non-FM)
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IGLAS
INTEGRATED GENERAL LEDGER ACCOUNTING SYSTEM

This new system is a completely new approach to a
computerized accounting system for AAFES. It is being
custom—designed for us by a contractor in coordination with a

dedicated AAFES team.

Although it is a very complex system with numerous sub—
systems, we wanted to give you, the PDW attendees, some basic¢
information about IGLAS to take home with you. The diagram
included after this narrative shows seven "bubbles” that we
want to comment on here.

Starting at the top of the diagram, IGLAS is designing a
brand new, corporate Facility Master File or FMF. This new
FMF will eventually replace the current FMF. [t will contain
all the information about a facility in one place. ' It will
be available to anyone with an HQ IMS logon/password for
jnquiry. It will also be a very flexible FMF which should
meet all anticipated AAFES needs for a long way into the
future. o

Moving clockwise on tlhe diagram, the next "bubble" is for a
new, simplified Chart of Accounts. It will have about 3090
fewer accounts than the current chart and should be lots
easier to use. Mainly we're putting all the income and-
expense accounts into just two number series (200 for revenue
& 308 for expenses). The old series of 200, 300, 400, etc.
will go away when we implement the new accounts.

The IGLAS IMS screens will be used for on-line data capture
of many accounting documents like TVs, PCVs, and GJVs. Two
very important changes will apply teo documents and
transactions reported via these screens. First. there will
be very stringent edits performed on-line. These edits will
tell the person capturing the data while they're logged on of
data that isn‘t acceptable. Errors in facility numbers or
account numbers will be caught and can be “fixed" right then.
The second change is that all acceptable data entered via
these screens will be posted to the IGLAS general ledger
files by the next day.
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That data will then be available for on-line inguiry via IMS
for anyone who needs to look at it. '

I1GLAS data will also be made available for those NOMAD users
of today's combined journal data.

Retail centers is a concept somewhat like today's Sales-Plus.
IGLAS will allow any retail manager to sub-divide his/her
facility into smaller "pieces"” called centers, if he/she
chooses to do so. Managers will do this by on-line
‘maintenance in two steps. First, the manager will decide how
many centers are needed and then will assign each of the
retail departments to a particular center. All of the
inventory and cost of goods transactions involving a given
department will then available for center operating
statements. Secondly. the manager will assign each of his
employees to a center so that personnel costs can be charged
to the employee's assigned center. Center operating
statements wiii be produced monthly which will show sales,
cost of goods and personnel costs for each center. The
manager may also group centers into other centers for
"rollup” purposes such as Sales Areas. -

The changes I1GLAS is/baking will help to simplify merchandise
report verification in two ways. First, we'll eliminate four
transaction codes (TCs) with some accounts payable changes.
Secondly., we'll produce daily reports of all merchandise
account transactions which are posted for a given facility.

That's a real "quickie" picture of IGLAS for you. We think
all these good changes will be in place by the end of 1991,
and we hope you'll share these thoughts with your fellow
employees when you return to your duty stations. Be sure you
visit the booth for IGLAS & ASAP while you're at the PDW. We
sincerely hope your PDW will Dbe enjoyable and informative.
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AAFES
SYSTEMS DEVELOFMENT

We are currently using the "SDM/STRUCTURED" svstems
development methodology (PGS Management Systems INC) foar
major new development projiects and one pillot small project.

Wwe will be using "gpM/STRUCTURED" for additioral small
projects in the future. We are alsc 1in the process of
implementing the ngDM/STRUCTURED Maintenance Fhase" to
control all enhancement and maintenance tasks.

We use the following system development aids:

Excelerator
Multi-cam
Fanvalet

Telon

Xpeditor
Data—-Xpert
Superstructure
Abend-Aid
Easytrieve Flus
Comparex
Syncsort
SortAudit
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ANFES usefz. TeoC S
Buyer Workstation Project

This project will autonmate many of the tasks performed by the
Maintenance and Coding Branch and provide a user friendly = ..
environment for buyers to access information and enter filo‘

maintenance, =

Phase one of this project will concentrate on automating the
functione currently performed by the Maintenance and Coding
Section. By providing on-line file maintenance entry for :
buyere and merchandising clerks t¢o the Item Master File
(IMF), Vendor Master File (VMF), and AAFES Retatl Markup
System (ARMS) we can greatly reduce the existing Maintenance
and Coding Section staff.

Phase Two will provide for adding on-line file maintenance
for Open Order/Direct Delivery and Catalog systems.

Menus will insure all information ie entered to support the ' *
entry of new items, Buyere and clerke will not have to be -
concerned with requiremente for a epecific syestem or master
file. Interface to all systems will be automated and data

will be enter once to support all item and vendor master

files,

Benefits: .

Reduce training fox buyere and clerks.

Reduce staff.

Provide faster throughput for file maintenance.
Give buyere more control of file maintenance.

Give buyere more information and status,



Joint Services Collection Syaten
AAFES as an ARMY Finance 0ffice

———

Syatem Oblective: Collzction of delinguent debt thru the ARMY
ayroll deduction. AAFES acting as a Firnance Office will establish
‘nd adjuet DD-123 transactions once required notification has been
vlrovided the military customer and his unit commander.
Cuarrently this sysiem will interface with the ARMY Pay Systen (JSS),
other branches of gervice may be added as required.

System Supmary:
The autormated DD-139 interface will provide for:

{. The establishment, adjustment, cancellatlion and tracking
of DD-138 collection requeat forwarded to USAFAC.

2. The on-line review accounts in response to customer inquires
or complaints,

3. Automatic write-off and journalization of accounte transferred
from Aulomated Delinquent Account Control System or Conus
Dishonored Check System. '

4. The proper application and Journalization of collections
made 1hru this systen.

6. The ability to add adminlestration fees to outstanding ADACS
debtes.

6. On-line addition of, or updating of accounts ae neceasary.

. 7. Management and etatistical reports.



SUBJECT: Executive Brief; Loca. Area Netwcrks (LANs]
There are 12 lLans: 9 HQ AAFES and 3 in Hg Facific.

Sizes run from about 15 workstations up to 120 for Suppert
Procurement Division.

Tnitially we did do a study for the 1lst Lan which was PD in SEER
(now in Vantage pldg). The first raticnalization is "is there a
need to share information in the work unit.”

once the need tc share files 1is identified the savings start to
appear; shared printers, shared communications (1 modem instead of °
1 for each) mainframe access one gateway for all rather than coax
and ITI boards ($495 each). After you reduce costs by the sharing
of hardware then you can begin saving on software. For example
word Perfect is approx $230 for standalone version-for network yocu
pay $230 for the fileserver and each workstation copy is approx $60
the sameholds true for Paradox, Lotus and Crosstalk.




introduction

This Training Guide is for Exchange Detectives

Automated Refund Fraud Indicator System (ARFIS)

As an Exchange Detective,

ARFIS you know how hard itis to

5 HEEEE detect potential refund
fraud -- but no more! Now
a computer program called the Auto-
mated Refund Fraud Indicator System
(ARFIS), harnesses the power and speed
of the computer to help you.

All exchanges, connected to the main-
frame at Headguarters AAFES can access
ARFIS through NOMAD2. This makes
ARFIS your computer link to the AAFES
wide refund information database. So,
when you enter information from a
refund voucher into the visual display
terminal {VDT) at your f'acillity that
information, along with the information
entered by the other exchange detec-
tives at their facilities, g’ées into one
large database on the mainframe com-
puter.

Not all refund vouchers are entered into
ARFIS. You'll enter vouchers for:

e Customer refunds over $25 with-
out sales receipt.

s All employee refunds. _

e Questionable Returned Merchan-
dise Postcards.

e

CRC No. 1927185
Item No. 744751024

Once you enter the information into
the computer, you can tell the com-
puter to sort the information in the
database in a number of different ways,
by: name, social security nurmber (SSN),
address, type of merchandise, etc. You
can then review the information right
at your terminal or print it on paper.

Using ARFIS generated reports you can
identify individual refunding patterns
or data inconsistencies such as: varia-
tions in SSN, different names or addres-
ses for the same SSN, or vice versa, or
similarities in types of merchandise
repeatedly refunded by the same per-
son.

ARFiS information is for Official Use
Only. Do NOT release ARFIS data base
information outside AAFES channels
without Headquarters AAFES-5D
approval, except to law enforcement
agencies.

Pub. No. TG 01024



Objectives

At the end of this training, Exchange Detectives will be able to:

1. Selectthose refund vouchers, 9. Print ARFIS reports using
which fall within the ARFIS different sort sequences.
parameters.
10. Log off the ARFIS computer
2. Log on the ARFIS computer program. -
programusing a USERID and
special password. 11. Use ARFIS reports to identify
individual refunding patterns or
3. View and/or scroll through inconsistencies such as variations
ARFIS data on the computer in SSN, different names or
screen. addresses for the same SSN, or
vice versa, or similarities of mer-
4. Use the function keys on the chandise repeatedly refunded
computer keyboard. by the same person, etc.
5. Know what to do when an error 12. Know when to give customer
code appears. - service personnel and 1D check-
- ers the names and SSNs of
6. Enterdata fromidentified individuals identified as having
refund vouéhejs and/or Re- the potential for refund fraud.
turned Merchandise Postcards
into the ARFIS Database. 13. Know whatto do when an
identified individual enters the
7. Enter flag data about shop- store.

lifters in the ARFIS Database.
14. Xnow when and how to release

8. Identify the printer number for ARFIS data outside AAFES
printing ARFIS generated channels.
reports.




NCMAD

o122 13 a 4th Generation gpplication Development Tool Furcrased for Non-IS
cerzonne]l to davelion their own "end user programs”. NCMARD has a buirlt in
maritaze.regCorh writer, Lt programing lamrguage that uses F.C. type windcws,

15 ras tre:red approT a0 AAFES persormel. both 1A HO & at FRegion level f:

.r.e.r. to cdevelop trear applications., Anotrer 2,%00 users have been trained in
rurnira Fre-written NOMAD programs. Their are =5 MAIN Calling programs that
swers cam run & these 30 against 40 shared Databases.

The larg2st system ({ main calling program) to date has approi BQ programs
ard a shared Database of Too cyl of TBBO DASD. The number of potential
{authorized) users i 1,500 & the number of concurrent users (those who are
logg=d on at 1 tme=20), This system allows HQ buyers to input items they
want t2 buy, which reqQiqns ehould carry/distibute it. & the gquantity each
store classification should receive. [t then calculates cach stores” quantit
{ESHU) & produces cnline reports for the buyer to alter the allocation based
on $'s. The store then logs on & locks at his allocation & notifies the buye:
of corrections. When complete, the system calculates the purchase orders by
.endor % passes this onto the FP.O write system.

Tre next major system being worked on today is the "energy consumption
system®, This will allow our engineering division to monitor energy used
by blda thru-out CONUS pased on the utility bills invoiced to & entered by
personnel at store level. It will also pass the data to comptroller for

paymentd budgeting aof next year.

Ancther important system is the Refund system where stores have a data
vacse of refunds to catch the "crooks" who are refunding merchandise which th
didn't purchase.

¥ 4th GL for non MIS Users

t SO0 people trained to‘write Nomad programs

¥ 2[500 trained in runping pre-written Nomad programs
% 40 shared data bases

£ OTE (Open to Buy system) has 80 programs

t Energy Comsumption System ~ in progress

2 Refund System - Detects fraudulent refunds

% Hazardous Materials - Database for stores with treatment informatior
of exposure to hazardous materials



NAVY RESALE SYSTEM At FOMHIED INMFURMAL LU D1 cms

ARDWARE
I. DESCRIPTION

current major system composition is as follows:

o juantity Lecation Function
Burroughs B6900 1 NAVRESSO Commissary Support

gur roughs B&6900 1 NAVRESSO Accounting/Finance
Honeywell DPS6é 1 NAVRESSO Fashion Distribution

Center /PAB/FMIS Support

Honeywell OPS6 1 NAVRESSO ARMS Software development
Honeywell DPS6 14 NRS F3$0 Merchandising/Financial/
Accounting/Store Regional
Operations Support

Srstem _

All existing equipment is configured to maximum memory. Burroughs
equipment is mid-1980*s vintage, while Honeywell equipment ranges

in age from mid-1980s through late-1980s. Honeywell equipment is

configured by Ultimate Corporation with a backplane different from
the original Honeywell DPS6 equipment to accommodate the Ultimate

PICK operating system.

1I. ASSESSMENT

all existing equipment is antiquated, being operated at maximum
capacity, and is not upgradeable for either expanded processing or
enhanced software operation. Burroughs equipment has extremely
limited memory capacity and proprietary limited processing and
telecommunications capability. Honeywell equipment is a modified
proprietary version of a capacity~-limited minicomputer which
cannot be further expanded and, owing to the proprietary
limitations, is not. readily compatible with other industry
standard equipment .’ -

" 11I. FUTURE PLANS A

Establishment of a DOD Commissary command will remove
responsibility for the existing Automated Commissary System (ACS)
from NAVRESSO purview. Intermediate plans call for replacing the
existing Burroughs B6900 supporting the Commissary with a
Burroughs Al0, obtained from excess, which will be sited at the
Navy Supply Center, Norfolk, va. No other plans exist for the
Commissary system.

NRS ADP Modernization plans call for wholesale replacement of “all
existing Ravy Exchange processing equipment by acquisition of’

either new equipment or equipment service.

OPERATING SYSTEMS
I. DESCRIPTION

NRS Burroughs egquipment uses Burroughs specific, Unisys brand
operating system, which includes a data base system and a variety
of proprietary utility software. Honeywell equipment uses the
PICK operating system, which is a combination Operating and Data
Base system. PICK is required for operation of the Automated

. €-37 PRI &



DATA

NAVY RESALE SYSTEM AUTOMATED INFURRPATIUN D12iemo

Retail Management System (ARMS ) presently used for NRS
merchandising/fiﬂancial/distribution functions.

I1. ASSESSMENT

Both the Unisys (Burroughs 69 and A Series specific) and the
yltimate PICK operating systems are proprietary systems which are
not mainstream, not retail industry standard, not readily
compatible with other systems, and are extremely limited in
supporting modern, state-of-the-art application software. These
unique operating and development systems limit acquisition of
application software since very little retailing software is
available which will vun on them, and often require sole source
acquisition of additional hardware/parts/service. Additionally,
programming personnel must be specifically trained on these
operating systems at NAVRESSO expense, since these systems are not
usually taught in technical schools and colleges.

1II. FUTURE PLANS

NRS ADP Modernization plans call for wholesale replacement of both

operating systems and application software by acquisition of

either new software or system processing service.

TELECOMMUNICATIONS

I. DESCRIPTION

NRS has two separate and distinct telecommunications networks both
of which are made up of a combination of dedicated long and short
haul, and dial-up commercial data lines and satellite channels.
One network sSupports the Commissary system while the other
supports the Exchange system. Both systems consist of a double
star design, radiating Lnitially from the Regional Commissary or
Exchange Field Support office to the subordinate stores, and
finally from the Regiomal Commissary oOr Exchange Field support
offices to the NAVRESSO headquarters in Staten Island. All
circuits conform to standard commercial specifications and use

common commarcial communications protocols.
I1. ASSESSMENT

NRS networ ks have been implemented to accommodate data
communications regquirements as they have occurred and do not
reflect an optimized design from the aspects of cost, efficiency,
contingency, oOr state-of-the-art capability. While effective,
stable, and reliable as is, redesign and upgrade of these networks
should be accomplished as part off the ADP Modernization plan.

11I. FUTURE PLANS

NRS ADP Modernization plgns call for upgrade and redesign of all

existing data telecommunication networks as an integral part of
ADP modernization.

9—38



Section 1I. Applications Software
A. Merchandising Systems

1. Description. The Navy Resale System utilizes the Automated
Retail Merchandising System (ARMS), which 1s an integrated
merchandising, financial and distribution application scftware
package. ARMS operates on Honeywell DPS Level 6 minicomputers at
NAVRESSO Headquarters, eight Field Support Offices (FSO's), and at
Resale Activity Great Lakes. Additionally, selected ARMS modules
have been downloaded to operate on microcomputer systems to support
smaller, independent Resale Activities.

At NAVRESSO Headquarters, ARMS supports Fashion Distribution Center
(FDC) purchase order entry. receiving and distribution,
Headquarters ARMS also maintains current Price Agreement Bulletins
(PaAB's) for weekly downlocading to ARMS field sites. At the FS0's,
ARMS Merchandising modules provide purchase order management and
inventory control functionality, including purchase order eniry,
pre- and post- distribution, merchandise transfer and retail price
change capability, and stock replenishment programs for store level
and distribution centers. ARHS merchandising also has an interface
with the electronic point-of-sale (EPOS) system for capturing item
movement data, and for creating item add, delete and charge records
for maintenance of store level PLU files. At the store level, ARMS
merchandising provides the capability to replenish stock utilizing
either a continuous review module, or a visual rapid reorder
module, which uses a hand-held computer.

2. Assessment. ARMS merchandising applications were designed to
operate relatively low’sales volume retail operations. While ARMS
provides a satisfactory level of support for small regions, for
large FSO'S, ARMS has reached capacity. Also, ARMS does not easily
accommodate the roll-up of management information to the
headquarters level.

3. Future Systems. Replace the existing ARMS applicatioms with
a merchandising system which is "state of the art”, off-the-shelf,
and which 1is proven in the commercial sector. The future
merchandising system must have the capacity and capability to
support the Navy Resale Systems long range strategic vision.

B. Financial 5ystéms'
1. Description. The Headquarters Financial system operates on the

Burroughs B6900 mainframe computer[“*‘ Headquarters financial
applications include general ledger, accounts payable, accounts




receivable, a prepaid invoice system, fixed assets, travel and an
IRS offset module for the collection of dishonored checks,.
Firancial transaction data is received and summarized from all F30
and independent Resale Activities for the preparation of operating
statements. Operating statements are prepared for each Resale
Activity and are then rolled up into consolidated operating
statements by complex, FSO, CONUS, Overseas and Worldwide. The
Honeywell DPS level & minicomputer, located at headquarters,
interfaces with the field ARMS financial applications. A Financial
Management Information System (FMIS) is also maintained on the
Honeywell. The FMIS 1s a data base of all the elements of the
operating statement. Users from Headquarters or the field can
access this information and run formatted reports, and/or use a
simple "english" language to access and sort data.:

The ARMS Financial modules at the FSO's inciude applications for
general ledger, accounts payable, accounts receivable, daily cash
reporting and for the preparation of “flash” operating statements.
ARMS Financial applications are integrated into ARMS Merchandising
and EPOS systems. Daily transmissions of

accounts payable/general ledger data are made to Headquarters. 1In
addition to the Honeywell ARMS Financial systems, ARMS Financial
applications have been downloaded to operate on microcomputer
systems. The microcomputer-based Financial ARMS applications have
been implemented at all independent Resale Activities.

2. Assessment. The Headquarters and field Financial applications
operate on different hardware architectures and operating systems
software. Accordingly, the systems are not compatible, and data
is interchanged only after a conversion process. The average age
of Headquarters and field financial applications are well over ten
years.

3. Future Systems. The future Financial applications will be
modern, commercially avalilable programs, which are being utilized
by outside retailers. Both Headquarters and field operations will
utilize the same appfication software. Functionality will be
complete and will include project tracking, fixed assets, a report
generator and all applications available in state of the art
financial packages.

C. Personnel/Payroll Systems

1. Descriptlon. Headquarters personnel, payroll and pension
information is maintained on the Burroughs B6900 mainframe on the
Human Resources Information System (HRIS). Payroll checks are

prepared bi-weekly at Headquarters from time keeping information
received from the field. ARMS accommodates the collection of time
keeping data for transmission to headquarters. Non-ARMS sites
provide data utilizing manually prepared time sheets.

2. Assessment. Automated personnel record Kkeeping is only
available at Headgquarters and at selected FS50's. Most field



personnel data is collected and recorded manually. Payroll and
time keeping data is also collected manually, using time cards and
time sheets.

3. Future Systems. A fully functional Human Resources application
scftware package will be implemented with functionality to include
application tracking, personal information, performance history.
pension/benefits data, etc. The Human Resources application will

interface directly with Financial applications for preparation of
payroll checks.

D. Distribution Systems

1. Description. A Key function of ARMS 1s the operation of a
centralized distribution center for the FSO. The ARMS purchase
order entry function creates files, which are utilized for the
preparation of a report-of-goods recelved (RGR) document, for the
preparation of price tickets, and for +the preparation of
merchandise transfers and pick tickets. Once an order 1is
processed, the received quantitles are input into ARMS during the
receiving process. This information 1is then used during the
accounts payable invoice audit process. At the store level, the
same automated RGR process can be utilized for the receipt of open
order, direct delivery merchandise.

2., Assessment. ARMS Distribution modules do not have the capacity
or built-in functionality to support operational requirements of
a high volume, high flow-through distribution center. Nor does
ARMS have modules to manage traffic, routing, employee
productivity, bar-coded receiving/shipping, or automated
material /merchandise handling.

3. Future Systems. Existing ARMS Distribution modules will be
replaced with existing,” of f-the-shelf, operational programs with
full functionality to support a major, high volume distribution
center. The replacerient system will be closely coupled *to the
Financial and Merchandising applications.

E. Store Systems

1. Description. The primary store system at Navy Resale
Activities is the "front end"”, or electronic point-of-sale (EPOS)
system. Existing EPOS systems utilize NCR hardware and operating
system software at the store level for cash registers,
concentrators and in-store EPQS processors, and at the FSO level
for data capture, management information reporting and initially
processing of dollar/credit sales and item movement data. The EPOS
system supports price look-up (PLU) and UPC scanning. Scanning is
performed by slot scanners at central checkouts and by hand-held
scanners at control counters. The PLU file is maintained on in-
store EPOS dual processors (NCR 9150'3). Dual processors are
utilized to provide Dbackup PLU and in-store EPOS processing
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capability in the event of system failure. This level of

redundancy will support price removal. The creation and
maintenance ¢f PLU files are performed at the FSO level. Any new
jtem addition, deletion, or price change acticn done on ARMS will
create a download record tc update the in-store PLU file. PLU

downlcads from the FSO are done on & daily basis. PLU files range
from 75,000 to 150,000 items. EPOS systems also support special
transactions such as layaways, special orders, charge sales, coupon
recording, fees, percent-off discounts, etc. MIS reports are
created for retail department sales, cash due, c¢redit cards,
surcharges, Coupons, discounts, transactlons voids, etc.

2. Assessment. The current EPOS system hardware configuration is
not state-of-the art. The NCR 2152 cash registers are no longer
manufactured, and the in-store EPOS processor, the NCR 9150, is
also no longer in ‘production. EPOS systems are currently
operational only at ARMS sites. The existing PLU file is a "flat”
file and capability does not exist for the addition of more than
approximately 200,000 items.

3. Future Systems. Future EPOS systems will utilize the VICS PLU
architecture, which accommodates the addition of several hundred
thousand PLU records. This additional capacity will accommodate
the tracking of software merchandising down to the size and color
level. Future EPOS systems will be implemented overseas and at all
independent Resale Activities, where cost effective.
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INFORMATION SYSTEMS UPDATE
REVIEW OF ACTIONS INITIATED

The follcwing acticns have been initlated to modernize information
systems!

o Establishment of a NAVRAM Executive Steering Group (ESG) . .
NAVRE S0 has little experience in acqulring and implementing a

ma jor ADP System. Accordingly, the €5G was establiisned to review

and approve all aspects of the NAVRAM Project, to make

implementation policy decislons and to review and approve NAVRAM

progress. The ESG will also provide specific guicance in working

within tne Navy ADP Life Cycle Management (LCM) rules and

regulations and in purchasing the system within government ADP

acquisition regulations.

o Establishment of a NAYRAM Project Team. A Project Team has
been chartered to provide dedicated resources and expertise
required to implement NAVRAM, The team currently consists of a
NAVRZSSO Project Manager and a LCM/Business Manager.

Additlionally, NAVSUP and the Navy ADP Selection Office (ADPSO) has
provided resources to assist in determining the most appropriate
NAVRAM acquisitlion strategy. Additional resources will be added
to the NAVRAM Project Team, as tequired.

o Definition of the NAVRAM Project. The ressystemization of
the Navy Resale System is a massive initiative. Accordingly, the
fnformation systems modernization plan has been broken down into
more manageable sub-projects. The overall NAVRAM Project has been
sub-divided into the following four interrelated projects:

1. NAVRAM "Core". Thz NAVRAM Core Project consists of
estanlishing a centrallzed Data Processing Service Center, with
tne appropriate capacity hardware architecture and application
software, to support financial, merchandising and distribution
functlonal requirements,. Another alternative to acquire '
processing for core business elements 1s to outsource NAVRESSOQ's
information systems processing requirements. -

2. NAVRAM Store Level Computing. This project
involves the establishment of "gateway" processors at major Resale
Activities. The gateway processors will perform operational and
local store level processing, and will provide the tele-
communication communication {nterface to the NAVRESSO Dats
Processing Service Center or ADP processing service.

3. NAVRAM Speclalty Retall. The Speclalty Retall
Project involves the review, evaluation, acquisition and
implementation of systems to sutomate portions of our business
which are currently manual, Examples include Automotive Service
Centers, Beauty Shops, video Tape Rentals, Flower Shops, Food
service, etc. These systems will be commercially available, off-
the-shelf applications which will probably be microcomputer-based.
The implementation of Specialty Retall systems can proceed
parallel to the other NAVRAM projects and can be initlated by the
appropriate NAVRESSO headquarters functional code.

ar




4. NAVRAM Commissary. The Commissary Project includes
the irnlementation of application software to suppost Commissary
operations. Commissary AaDP support will be provide: from trne Oata

Processing Service Center. Initiation and implementation of the

NAVRAM Commissary Project will depend on decisions =ade regarding
Jones Commission recommendations.

o Initiation of a NAVRAM Request for Information. The
acquisition strategy for purchasing the NAVRAM system i{s to
utilize commercially available, off-the-shelf hardware and g
application software to the maximum extent possihle. In April, to
better determine what AOP solutions are avallable in the
commercial marketplace, a Request for Information (RFI) was
forwarded to ovewr 100 potential suppliers and was advertised in
the Commerce Business Daily (CBD). The responses to the RFI will
provide us with a more detailed knowledge of what is commercially
avallaple off-the-shelf, what is the potential for outsourcing and
what tae approximate costs are for tne various ADP processing
alternatives.

o DOutsourcing Review. A NAVRESSO Headquarters/Field Review
Team has been established to actively evaluate the cotential for
outsourcing financlal, merchandising, distributfion and human
resources information systems processing. The advantages of
outsourcing include an abbreviated accquisition process and the
ability to review and evaluate a "live" systenm currently in use
by major retailers. Two potential retail outsourcing resources
have b2en lndentified and are being reviewed - the Sabre Group
(Federal and Allied stores) and Carter Hawly Hale. 8oth
companies are marketing their ADP processing to other retallers.

' o Army and Alr Force Exchange Service (AAFES) Commonality
Review. A third potential supplier of information systems
processing services is AAFES. AAFES is being revieved and
evaluated as both an outsourcing "partner™ and as a suppller of
functional application software.



NAVY SEPARATE 315 BASE, MODERN1ZATION, AND OPERATIONS COST

(s 0w
ELEMENT L$E COST  YEAR §1 YEAR B2 YEAR §3 YEAR §4 YEAR 5 YEAR $6 YEAR 7 TOTAL
NAYY MIS COSTS:
BASE MIS COSTS:
PERSONNEL - HGS
PAYROLL 2,318
BENEFITS §76
PERSONNEL - FIELD
PAYROLL 1,119
BENEFITS 456
$SUBTOT - PERS COSTS 5,169
HARDNARE MAINT:
BURROUGHS [}
HONEYWELL 24§
EPCS (NCR EQPT) 25
UPS MAINT: 11
SSUBTOT - HW MAINT. 383
SOF TWARE MAINT:
BURROUGHS O/S 84
BURROUGHS UTILITIES Kk}
ULTIMATE PiCK 0/S ]
NCR 0/5 45
&SUBTOT - SW MAINT. 162
OPERATIONAL SUPPLIES:
HEADQUARTERS 15
FIELD SUPPORT OFFICES 238 .
$SUBTOT - OF SUPPLIES 3
TELEQOMMUN 1 CAT LONS 1,688 4
$$TOTAL - NAYY BASE COSTS 1,921 /
“t"“"tt"t“tu“
MODERN | ZATION COSTS:
(SEPARATE)
{OUTSOURCING)
CORE SYSTEM:
ONE-TINE COSTS:
TRANSITION COSTS:
¥RS PERSONNEL:
SYSTEM PROGS 19 i pi )
APPL PROGS 244 r{ | 488
SYSTEMS ANALYSTS 154 354 T68
DATA BASE ADMiNs 8 ] ] 160
SSUBTOTAL-NRS PERS 17 1 1,548




NAVY SEPARATE MIS BASE, MODERNIZAT!ON, AND QPERATIONS COST

($ $88)
. ELEHENT RASE COST YEAR §71  YEAR §2 YEAR #3 YEAR §4 YEAR 85 YEAR B6  YEAR §7 TOTAL
TRAINING:
ADP PERSONNEL 63 $3
FUNCT IONAL PERS 3.1 i
TSUBTAT - TRAINIRG 663 " B63
EQUIPMENT:
CRTs, CRT CONVERSION ] ]
EPOS CPUs 84 . 84 158
HQ PROCESSOR 4 i
$SUBTOTAL - EQPT 184 84 263
$$TOTAL: CORE: 0T COSTS 1,617 854 2,41
RECURRING COSTS:
NEX SYS S/% SERVICE 3,158 3,154 6,388
NEW SYS OP SYC. 2,35 2,35 4,7
SOFTWARE MAINT 454 458 i
NETNORK MANAGEMENT L1 56 ' 1,040
$4TOT - CORE:REC COSTS 6,450 6,450 12,50
SPECIALTY RETAIL {SR):
ONE-TIME COSTS:
0TS PC BASED SYSTS:
FOOD SERVICE 15 159 154 i
. PACKAGE STORES i 154 254 159 854
VIDEQ RENTAL 20 454 450 1,108
AUTO SERVICE ] k! ] ] ] i,
CONVENIENCE : . 118 158 154 415
$STOTAL - SR OT COSTS: : g65 1,31 1, 3,285
RECURRING COSTS: 4
SW LICENSE FEES : 7 27 33 67
$3TQT - SR REC COSTS 1 27 33 $7
MIGRATION - SYC BUREAU:
ONE-TIME COSTS:
SN ACQUISITION 2,625 2,825
TELECOMM REFIT 111 M
S¥ INSTALLATION 14 ) |
DATA BASE INST [ [
NRS TRANS LABOR: :
DATA BASE ADMINS & 8 168
SYSTEMS PROGS \ 1M 11 H
TELECOMM SPECS 120 120 248
ADP TRAINING 24 2
#3TQT - OT KIQ COSTS : 2,969 1]} 3,768
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NAVY SEFARATE MIS BASE, MODERMIZATICON, AND QPERATIONS COST

(3 19¢8) L
ELEMENT BASE COST YEAR #1 YEAR 2 YEAR #3 YEAR §4 YEAR #5 YEAR #6 YEAR 0 : TOTAL
RESURRING COSTS:
SVC BUR BASIC SVC YRY = 5i% 1,688
SYC BUR YOL CHARGE YRY = 15% 1)
SOF TWARE MAINT 394 394
$$70T - REC MIG COSTS ' 2,184 3,034
$$$TOTAL - RAYY MOD COSTS I O5,08T 7,304 672 6,460 5,167
NORMAL OPS COSTS:
OLD SYSTEM OPS 1.021 1,821 BT
TELECOMMUN ICATIONS LA 1088 680 1808 1L H SEH
OUTSOURCING SYCS: o
SOFTRARE SYC 6,388 6,300 6,30 18,349
PROCESSING SVC L1 L LT 14, 188:
NETWORK MGT 1,808 185 L 88 3,
SOF TWARE MAINT L1 ] 1 2,1
#SUBTOT - QUTSOURCE SYC. 12,996 12,398 12,369 38,718
SYC BUREAU SERYICES: R
$VC BUR BASIC SVC 3,360 3,360
SYC BUR YOL CHG 124 . 12 .
SOFTWARE MAINT 394 394 0 TREHE
$SUBTOT - SYC BUR SYC. 3,874 3,874 - 1,748
Ay
NRS MOD ADP OPS: '
HIS PERS - HQS :
APPL PROGS 244 244 244 244 240
FUNCT ANALYSTS 129 128 129 124 128
SYSTEMS ANALYSTS ) 225 225 225 225 225
DATA BASE ADMINS . 84 89 &9 ] 8-
COMPUTER OPERATORS , 126 124 126 120 12
TELECOMM SPECS ‘ 240 4 2
SSUBTOT-MIS PERS-HQS 185 785 1,625 1,825 1,828
MIS PERS - FIELD 360 369 360 0 368
HARDWARE MAINT 19 it " 19 L
HQS SOFTWARE MAINT " " 1 " IR
OPERATING SUPPLIES 19 1L " e
STOTAL ~ NAYY NORMAL OPS 1,927 1,021 15,165 15,165 15,405 6,319 6,319 -
GRAND TOTAL: § 15,054 14,331 15,837 21,625 20,572 6,379 6,379 144,27




vivrine Corps Systems
p Hzrdware
Tescripticn: gerandard hardware configurations are in place at

Secentralized support offices at each major Marine Corps Command.

Application Processors are NCR §300 Classic or NCR 9400. Each
system contains 4MB memory and DASD scaled to size of the
operation. Each application processor operates under the
proprietary NCR ITX Release 5.1 Operating System.

Telecommunications is provided by proprietary NCR ITX Remote Batch

System (RBS) - 4800 Baud telephone communication lines are in
place Dbetween field commands and MWR Headquarters for data
transmissions and check verification. 1800 Baud lines are

established at each command for credit card authorizations
utilizing Sears Payment System.

EPOS Hardware consists of 4 to 164 NCR 2152 Registers per command
location with associated NCR 751 Concentrators and NCR 8270 or NCR
9020 processors. EPOS System suite 1is operated under the
proprietary NCR TCOS Operating System running NCR Stores
Application. )

Assessment: All hardware is obsolete and is no longer manufactured
by NCR. Maintenance - costs are exorbitant and the equipment
requires constant upkeep.

Future: Beginning im FY91 and completed in FYS2, processors will
be replaced with open architecture hardware, scalable, universal
operating system, with increased capacitles and capabilities.
communications will be upscaled to include wide area networks or
satellites and RF transmitters. Current Cash Reglsters wil. be
upgraded with scanning capabilities. on a command scheduled
planned implementation they will be replaced with personal computer
technology, scanning and improved in-store processing.
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warchandise Syszten

Merchandise System 1s designed faor

~eecription: Tre NMWR
decentra.ized prccessing and ailows for each MNWR Excharge. to
operate as & retail entity controlling it's own merchandise mix,
inventory and accountability. A1l merchandise processing 1is "1~
nandled at the exchange level. The PFerchandise Sysfem 1is o
comprised of the following functions: S -
Electronic Point of Sale Price changes
SKU level tracking Transfers
Automated stock replenishment Open to buy
Purchasing ‘ Document Tracking oo
Receiving Inquiry functions S
warehouse/ Distribution Reporting

Inventory Process

Assessment: The current system provides funcfionalityf - _
Efficiencies need to be incorporated into the design, complexity. R
removed, and jnterfaces established. ‘ G ST

Future: Under current operating environment the system will be =
streamlined to remove complexity. The system will be replaced or
developed on new hardware base with similar functionality using .
case tools and 4GL. strategic Planning will determinexthe'tfmiﬁgﬁ

of this project. o

Accountinq/Fiscai System.

pescription: The present MWR Financial System is a standard GAAP.
batch operated accounting system. The system was the former Marine . ...
Corps Exchange Finance System pastardized to accommodate they
additional requirements needed for a complete HWR operatfng?‘
environment. It is comprised of the following subsystems:? a

General Ledger Check Reconciliation = N
Accounts Payable inventory in Transit . AT
Fixed Assets HQ Financial Consolidation
Budgets + Ipvestment Mgmt R}
Accounts Receivable s+ Construction Financial Hgmﬁ;;ffi

Check Reconciliation, inventory in Transit, HQ Financt&ljf*’
Consolidation, Investment Mgmt, and Construction Financial Hgmtq;ncjlf
Headquarters operations. All other operations are operating at -

Headquarters and field commands. L

Assessment: The present decentralized system is over 15 years old. ™
1t has been modifled repeatedly, resulting in gross inefficiencies.
The system is very labor intensive.

*+ These applications were developed within the last few years ahd;
are currently providing desired results. ‘
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Tunirer Ine NeE finance Svswem will fe replzcéd during Frsi b a
SFFlYbz-ehel! Facr23e that reguires limiteg Fodifies te effect
reguired func=ionalixy. R
Fersonnel/?ayroll

rescription: Tre current NWRR ?ayrollf?ersonnel decentralized

system provides practical applications that include:

Personnel forms Reporting
Audit tracking Automated interfaces
Paychecks

Assessment: The present system is meeting current needs,

Future! This system will be reengineered using case tools and
4GL. 1t will be ported to a new operating environment based on the
yime schedule established in the current Strategic  Planning
process.

Employee Benefits

Description: The current Employee Benefits System supports the
verification of insurance claims, provides for employee's benefit
related maintenance and retirement information.

Assessment: The present system is 10 years old. Repeated
modifications have reduced the efficiency of the system.
Additional efficiencies and attributes must be realized to make
this system meet togay's needs.

Future: This system will be redesigned or replaced using 4GL
technology. The current Strategic Planning will determine the
timing.

Distribution/ﬂarehouse Systems

Description: These funétions are incorporated in the HMWR
Merchandise System.

Assessment: Applications are designed <to operate in &
decentralized environment at the command level.

Future: See Merchandise System
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TescrizTich Tre Erof Faglcener Sysvem LT F.2I€ &% a.) m=zaicr
varine CCrps Cemmands provices
cales collection Cash resister rzlancing reports
Multipie tender capability Fegister daily time/sales
Check authorization Iata interfaces :
credit card tracking reports
Assessment: The present data collection werks well. Scanning 1is
needed to increase efficiencies.
Future: Scanning will be added to the existing system within a
year. Migration to PC pased registers wiil occur as registers
require replacing. ~he software will include more flexible

reporting capabilities. The new %technology w4il1l allow for easier
modification te the register programs to rapidly respond to the
changing business environment.




MARINE CcoRPS
Strategic Information Systems Planning (SISP)

The new MWR Organization required the consolidation of many areas.
The greatest impacts were felt in the Financial and Information
Systems Branches.

Automated systems were in place that supported (1) the MCX Exchange
operation, and (2) the MWR Clubs and Recreation activities and
programs. The decision was made to use the MCX Exchange automated
system to support the new organization. This required extensive
reprogramming to handle the additional requirements of the clubs
and recreation. A tight implementation schedule impaired the
ability to identify all additional requirements and possible
software failures due to unique situations at each commands. The
system also had to be reprogrammed 1o handle different fiscal
years,

The software applications are over 10 years old and are running in
a batch mode environment versus real-time operations. A1l software
is written in COBOL versus 4GL technology.

A1l hardware is 10 - 15 years old, even the upgrades recently
installed at our commands, as it was refurbished equipment.

Based on input from the Headquarters Operating Branches, the'fie1d
commands, and the Information Systems Branch, the decision was made
in FY89 to replace the hardware and software systems,.

A modified version of Strategic Planning is under contract with
American Management Systems (AMS) for $34,221. A copy of the draft
Statement of Work is enclosed.

we have completed session 1 and AMS is working on the draft plan,
version 1.

Extensive research is currently being conducted on the most
prominent relational data Dbases, as well as, hardware
configurations. we have several RDBMS installed as evaluation
systems. One computer has been installed as a hardware evaluation
system and we are negotiating with another vendor.

The SISP for MWR Exchange operations, Club programs, and Recreation
activities will be designed to shift and adjust with changes to
current organizational or business requirements.

Strategic Planning (AMS) $34,221.

Plan completion date 31 October 1990
Begin purchasing H/W, S/W Beginning FY91
Alpha test at HQ

peta test at 2 field commands During FY91

Field implementation to begin Fra2
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The goal of the ISP and any systems resulting therefrom,
must support the business of MWR. Therefore, the ISP has been
developed and will continue to be refined to reflect the ‘
functional business requirements of the MWR community. «

In addition, the ISP is designed to be only the first step
in implementing a rigorous systems development life cycle (SDLC) L
approach to systems development within MWI and within the total e
MWR information systems environment. =

This ISP has been structured so that the functional areas
can evolve into a more complete set of system functiocnal
requirements later in the SDLC. By organizing the functional
areas around the business and business systems of MWR we have
initiated an approach that will let us evolve to the new MWR
systems on a system-by-system, incremental basis. This evolution
will require continued user jnvolvement. Further, the ISP
envisions a system implementation approach that will continue to
allow user involvement through all phases of the SDLC, including
operations. ~

User involvement will be required in the design and
development phase of the SDLC through the user of user reviews
and "walk-throughs" of the requirements of the system/subsystem
and the logical design of the system/subsystem. Thus, users will
have an opportunity and an obligation to assist in the design of -
the system. '

MWI intends to facilitate user requirements walk-throughs
with the use of computér aided software engineering {(CASE) tools.
CASE tools are automated support tools that allow designers (and
users) to document fdnetional requirements, associated data, and
potential system interfaceas. These tools generally preovide a
synthesis of requirements and design in graphic form,
facilitating design review by the user and by the technical:
staff.

wig.
e
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In addition to the overall business primacy of the ISP and -
the firm commitment to user jnvolvement throughout the SDLC are IR
the following goals and objectives. Do

The ISP and the resulting-systems must support the field as o
well as Headquarters. We recognize that the MWR and the Marine
Corps places great emphasis on local command authority. This:
plan has been developed in a fashion that will allow field input o
as well as Headquarters input. The functional and technical : RS
capabilities that are sought as a by-product of this plan have T o
been consciously developed to increase the computing power and R
capabilities of the field. The prominence given to ad hoc 7 ey
reporting and query capability is specifically designed to ' oo ‘
increase the capabilities of end users making them less dependent ' . & :
on MWRSPTACT. : : ' :
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The ISP, derivative studies, ant rses, plans, and systems
must be flexible. These plans are being developed in an
environment of uncertainty and must be able to accommodate
potential MCX consolidation into a DoD-wide exchange systenm.
However, the plan is being developed with a8 recognition that any
events resulting from the DoD Corporate Information Management
(CIM) program may be several years from implementation.
Therefore, the plan is being developed toc accommodate the known
functional environment, while moving toward a technical
implementation environment founded on the "open systems" or non-
proprietary hardware and software environment. This should
provide the maximum feasible technical flexibility to accommodate
the future.

The ISP should be hardware and software independent. This
plan must address the general technical environment and must not
seek to identify a specific hardware and software configuration
by manufacturer or brand name until a more complete functional
and systems requirements analysis has been completed. While a
number of known hardware and software environments have been
considered by MWI, no aspect of this plan is constrained by
vendor-specific hardware or software. Rather, specific Business
Area Automation (BAA) initiatives have been developed to
highlight the need to identify, evaluate, and select the target
hardware and software environment.

The solution to the MWR systems will be oriented toward a
COTS and NDI solution to the greatest extent possible. This goal
is stated with the intent of reducing the custom programming
required by MWRSPTACT. This approach has been selected with the
intent of saving time and resources during the development and
testing phase of the system life cycle. This approach is also
selected as a means of providing continuing access to new vendor
software releases with enhanced capabilities.

However, tat the same time, COTS and NDI are sought that
will give the functional user in the field the capability to
develop & number report and query applications using built-in
report generation features of the COTS software.

State of the art database management systems allow on~line
real-time additions, changes and deletions to data bases.
Database access {(input and output) technology allows a single,
non-redundant file of data to serve many users and many
applications simultaneously. The advantages can be considerable,
including the elimination of redundant data storage and all of
the corresponding extract, copying, and reconciliation activities
that must be ranaged with redundant or partially redundant master
files.



A single, integrated, database contributes significantly to
data sharing. However, this assumes that the technical
foundation exists to facilitate shared data and system
interoperability. The ISP assumes that various BAA initiatives
will be developed with both of these goals as prime determinants
of requirements and design specifications. However, equally
jmportant in an environment of shared data is the assurance that
necessary access precautions and related security considerations
are addressed. While the target architecture will strive toward
data sharing and interoperability, this does not mean that any
and all users will have access to all data. Appropriate access
restrictions and add/change/delete capabilities will be part of
all functional requirements considerations.

Elimination in the errors and incompatibilities in the
collection, processing, and dissemination of data is a major by-
product to be expected from conversion to the new MWR target
architecture. Development of a logical data model prior to
physical design is the first defense against data
incompatibility. A separate BAA has been defined to address the
need for a logical data model.

Implementation of a single physical data structure, whether
centralized or decentralized is the second line of defense
against data incompatibility.

Data collection errors can .be mitigated through migration to
state of the art data collection procedures, including bar coding
and scanning. These issues have been addressed by corresponding
BAA initiatives in Section 4.0 of the ISP.

The ISP seeks to-create an environment for improved service
delivery {from MWI to its users) and from the MWR system to the
customer in the MWR/facility as well as the MWR employee who is
serviced by the MWR information resource management (IRM) system.
The improvement of service delivery begins with extensive user
involvement and review of the ISP and continued involvement
throughout the SDLC. MWI has undertaken the ISP with a goal of
improving service to users of automated systems by putting state-
of-the art productivity tools in the hands of functional users.




30 IMPLEMENTATION PLAN

This section presents an estimated schedule for beginning and completing the major
tasks that sbould be initiated as a result of this strategic plan.

Figure 3-1, MWR Implementation Schedule is a Gantt chart depicting the major
initiatives that must be undertaken during the current and three following years. The chan
has been constructed with three major assumptions, all based on the guidance of the
Director, MWRSPTACT. These assumptions are:

0 Hardware will be identified and selected by FY91
o Development will occur in FY91
Installation at commands will oceur in FY92

Task lines were posted to the chart in these time frames. From these tasks, we
worked backward and forward to fit in other supporting and derivative tasks. In terms of
project planning terminology, these three items are critical path nodes. They must happen
in the time frame specified. Therefore, all tasks that support achievement of these three
must be accomplished in the time allowed. Therefore, we have shown such supporting tasks
beginning and ending in the i;gquired time frame. What this type of project scheduling
chart does not show is the level of resources necessary to adhere to this schedule. That
type of resource cstimation/?nd allocation model is available in most personal computer
project management software packages. The resource demands of this schedule should be
loaded into such a tool to determine how the schedule impacts demand on MWI staff
resources.



The first set of tasks entails setting up the conversion eoviroament and within that
environment, developing a migration plan, technical training plan, and applications training
plan. The first two should occur prior to identifying, selecting and installing the hardware,
since they provide for training that will be required to make effective use of the bardware
and corresponding DBMS and operating system supported by the bhardware,

Simultaneous with setting up the conversion environment, we have identified four
other key task that should be initiated:

Develop DBMS baseline requirements
Develop baseline requirements (functional requirements definition) for the
initial application (Finance)

] Select DBMS
Prepare conversion test (prepared by the DBMS vendor to demonstrate that
the DBMS will in fact accommodate conversion of the existing MWR data
files)

These tasks all should be started promptly, and in preparation for eveatual input to
and reconciliation with hardware requirements.

An important poiat {o note about the series of tasks listed above is that the second
item will be repeated several times during MWR conversion, once for each applications
system or subsystem converted. To avoid cluttering Figure 3-1, only the first two application
baseline requirements analyses are shown.

Procurement of hardware is the first task on the critical time line. As noted above,
it has a deterministic effect of forcing all supporting tasks to be at least initiated, if not

completed prior to its commencement.

Following the procurement of hardware (sbown to begin in the fourth quarter of




1990 and to be completed at the end of the first quarter of 1991), four major tasks are
envisioned for 1991:

Select (COTS) software for initial application (assumed to be finance)
Develop installation plan for hardware and injtial application
Develop detailed conversion plan for initial application

o O © O

Conversion and alpha (MWI) test site for initial application

These tasks must be completed in 1991. They are shown as being followed by
rollout to one or more Beta test sites in the first balf of 1992 and will be followed by field
rollout and implementation in mid-1992. Note that this rollout is shown as continuing into
1993 as well. -

A review of Figure 3-1 shows that once initial conversion and preliminary testing is
underway at MWI for the first application, software selection, installation planning, and
conversion planning for the second application will commence. This is estimated to begin
at the beginning of calendar year 1992. This ;;attern of overlapping developmeant of one
application and planning for the subsequent application will continue for several years. The
time frame depicted in Figure 3-1 assumes that full and complete conversion of all MWR
functional systems will not be complete until after 1995.

Two additional tasks depicted in Figure 3-1 should be noted. At the bottom of the
chart we have included a timeline to portray the continuing requirement for maintaining
the existing MWR systems. That requirement will remain for several years. It will be a
major resource constraint on MWR's ability to compress the development and ficlding of
new systems.

Finatly, the bottom line of Figure 3-1 shows that MW will experience an additional
resource dernand in 1992. That demand wili be for the maintenance of the new system.
Thus, beginning in 1992 MWI will be faced with the need to develop new applications on
the new hardware, operating system, and DBMS configuration while at the same time,

continuing to maintain existing systems, and support production releases of the new system,
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MARNE CORPS SEPARATE MIS BASE, MODERRIZATION, AMD OPERATIONS COST
(s 289)

ELEMENT ASE COST YEAR §1 YEAR $2 YEAR #3 YEAR B4 YEAR #5 YEAR #6 YEAR 07 TOTAL
MC MES COSTS:
BASE MIS COSTS:
PERSCNNEL - HQS
PAYROLL 1,19
BENEFITS
PERSONNEL - FIELD
PAYROLL 2,289
BEKEFITS

$SUBTOT - PERS COSTS 31,38
HARDWARE MAINT: ] ] ]
TELECOMMUN ICAT IONS 1]
OPERATIONAL SUPPLIES 1]

$3TOTAL - MC BASE COSTS 4,509
SEERESLILELIALTITIIL

MOCERNI ZATION COSTS:
ONE-TINE COSTS:
MINIs & "0T5" ACTE
SW WITH UNIX SHELL 2,28 2,3 4,509
SW ENHANCEMENT 99e 934 599 1T 9 39 afp 6,308
$3RTOTAL - WG MOD COSTS 3,1 3,0 1] 98 1) m s 14,80
HORMAL OPS COSTS:

OLD SYSTEM OPS a7 4T LTI LTI T AT 4TI 32,90
TELECOMMUNICATIONS 1 " 184 1" Ll M (L LI

$TOTAL - MC NORMAL OPS Au80 4,800 4,500 4,880 4,89 4,808 4808 33,80

GRAND TOTAL: 7,900 8,980 S8 5,700 5,789 5,198 5,798 444N

Cc-60



MIS CONSOLIDATION COST STUDY

PURPOSE:

1. The Military excha tud oup w sxe y determine if partial
or full consciidation of the servi¢es would result in economies, This

udy calculate e tot reqy to ort a nsolidation
of the three services igto a new organ] on tit :

COST ASSUMPTIONS FOR THE MIS MIGRATION TO THE NEW ORGANIZATION:

2. The new organization will use the existing AAFES infrastructure
including mainframe data center, application gsoftware and
telecommunications network. All equipment costs for the connection to
this network have been included.

3. CONUS stores will be connected to the telecommunications network via
satellite. Each store will require a sstellite dish (VSAT - Very Small
Aperture Terminal) on or near the store. Other network connectivity
equipment 1s also required. See Tab A.

4. Overseas locations will not be on the satellite network so leased
circuit costs were used. Recurring satellite/circuit costs were based
on current billing costs. See Tab A.

5. At the former Navy/Marine stores, the projected number of store VDTs
{visual display terminals), printers, modems and controllers was based
on equipment quantities at comparable sized AAFES stores. Estimated
maintenance was based on current costs. See Tab B,

6. To accommodate the processing requirements of the consolidated
organization, the -AAFES data center will require upgrading of the
mainframe computer and edditicnal peripheral equipment. A sizing
increase of approximately 50% has been costed. See Tab C.

A

7. The new exchange organization will have one-time conversion costs to
move and reformat data files to fit the AAFES infrastructures. Navy and
Marine MIS Focus Group members provided the data conversion and HQ MIS
technical training costs shown at Tab D.

8. The Marine Corps had previously combined their Exchange and MWR
systems. The exchange business segment will be removed and converted to
tﬁe AAFES systems. Marine MWR will pursue its own modernization plan
with appropriate field and headquarters staffing, Hardware/software
upgrades to support the separate Marine Corps MWR organizations'
modernization requirements (after dismantlement) are shown at Tab E.
These costs are pnot considered part of consolidation as upgrades were
required (due to obsolescence) regardless of consolidation.

. 9. Store electronic point of sale (EPOS) equipment acquisition and
upgrades are required by esach of the services whether a consolidation
occurs or not. Therefore, EPOS costs are gxcluded from this study.

© — —




COST/BENEPIT ASSUMPTIONS POR STORE AUTOMATION:

10. The AAFES Store Automation Project (ASAP) is assumed to be relled
out to all CONUS main stores in the rew exchange service crganization.
Equipment costs are based upon store size; each store will require a
Computer Operator, UA-9. Costs for former AAFES stores are at Tab F;
former Navy store costs at Tab G: former Marine store ccsts are at Tab
H. .

11. Store personnel savings from ASAP are detailed in this study even
though deleted positions are not MIS jobs, Store staffing augmentation
of §13.3M (See Figure 1-3 of Executive Summary) was added to make
Navy/Marine stores like AAFES. Accordingly, the roll-out of ASAP would
allow the stores to benefit from increased efficiency thereby reducing
positions. Store parsonnel reductions for former: AAPES stores at Tab
I1; Navy stores at Tab J; Marine stores at Tab X.

AAFES MODERNIZATION PLAN;

12. The AAFES Modernization Plan (Tab L) is discussed to provide an
understanging of the modernization costs involved; all Line references
are to Tab L:

a. The Satellite Network Implementation Plan (SNIP) at Line A
reflects those costs necessary to complets the project in CONUS. There
were 81 store dishes (VSATs) installed at end of August 1990,

b. Softwars development for ASAP is being done by an outside
contractor with participation of AAFES functional and MIS personnsl,
Costs remaining in Year 1 are based on the existing contract rate. (Line
B). '

€. ASAP equipment cosis at Line C were projected several years ago
during the project approvédl process. Thess costs are expected to be
lower than estimated due, to today's lower technology prices: however,
the original project costs are shown. Costs in Year 1 are based on five
stores; remaining stores roll-out costs are shown over the next two
years,

d. IGLAS software is also being done by an outside contractor;
costs remaining are at Line D. IGLAS will reside on the mainframe
computer. Additional upgrades, 4if required, will depend on the
efficiency of the contractor's software once tested and accepted. -

e. Porsonnel costs of §18,.2N.drop $.6M in Year 2 and $1.7M
thereafter as non-MIS persoénnel (who were included in the Information
Systems Directorate payroll) return to their directorates at conclusion
of the ASAP project (Line E).

f. Personnel Costs - Field should remain unchanged throughout the
Modernization Plan a&s currently envisioned. (Line F).
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g. A Computer Operator, UA-9 is required for each ASAP store (Line
G).

h. ASAP Offsets - Store (Line H) refliect savings at store level due
to automation of manual functions.

i. AAFES satellite project will remove 79,000 miles of ieased lines
from the network and reduce annual costs by $1.0M in Year 2 and $2.0M
thereafter (Line J).

1. AAFES "Other" expenses drop by $2.1M in Years 2 - 7 due to
completion of ASAP contractor expsenses. IGLAS contract completion
reduces expenses by $1.8M in Years 3 - 7 (Line X).

MIS CONSOLIDATION CQOSTS - NAVY:

13. The ons-time costs for the former Navy MIS structure to migrate to
the new infrastructure and install store automation is projected for
seven years, Lines A through G of Tab M. Origin of these costs were
depicted earllier at Tabs A, B, C, D, G.

14. Following comments concern the recurring costs for migration, store
modernization, and changes to former Navy MIS operating costs; all
references are at Tab M:

a. Personnel - HQ costs (Line H). Personnel would remain constant
for the first two years to support data conversion, migration to new
application systems and installation of store VDTs, printers,
controllers, VSATs, etc. Some phasedown could occur in Year 3. Duty
station of former HQ employees would depend on the migration and
conversion workload. Once the MIS migration was complete, the remaining
employees (Years 3 -7) would be absorbed at the Dallas Data Center or be
placed in positions at other locations.

b. Personnel - Field costs (Line I) consists of salaries of Field
Support Office (FSO) data processing operations people. These people
could be placed in other available operations positions or phased out
upon closure of the FSOs. Field costs could continue into Year 3 if
migration were delayed.

c. ASAP store automation costs for Computer Operators, UA-9 (Line
J) reflect costs of one operator per CONUS stors.

d. Store automation benefits (Line K) consist of personnel position
reductions resulting from mechanization of manual store functions such
as: reglenishment, receiving, accounts receivable, layaway, etc. TabJ
reflects projected reductions, based on store size, under the ASAP
project.

e. In Year 3, the HQ equipment and software (Line L) 18 no longer
required as processing has been converted to the new infrastructure.




f. Previously leased communication lines (Line M) between storses
and FSCs should e discontinued by end of Year 3 as migration to the
CONUS satellite network wouid be completed.

g. 0ld operations equipment should be phased out by Year 3 so
maintenance will not be required. (Line N).

h., Salullite rental for CONUS and line cost for overseas (Lines 0O)
should stabilize at end of Ymar 3 if all inotallatiems and counnections
are accomplished. All locations will then be online to the network and
data processing migrated to the data center.

i. Equipment maintenance costs, for stores and headquarters, are
shown at Line P.

MIS CONSOLIDATION COSTS - MARINES:

15. The one-time costs for the former Marine MIS structure to migrata to
the new infrastructure is projected for seven years, Lines A through G
of Tab N. Origin of these costs were depicted earlier at Tabs A, B, C,
D. H. HQ personnel were to be detailed to dismantle the exchange data
files from the formerly combined exchange/MWR application systems, see
Line A.

16. Following comments concern the recurring costs for migration, store
modernization, and changes to former Marine MIS operating costs: all
refecences are at Tab N.

a. HQ Personnel costs (Line H) would drop off after Year 3 once
data conversion, migration to new apglication systems and installation
of store and communications equipment had been accomplished.

b. Personnel - Field”costs (Line I) consists of data processing
operations gersonnel at cémmand level. Qualified operators should be
considered for ASAP computer operator positions at store level. Fleld
costs could extend into Year 3 if migration to the stors wers delayed.

c. Line J reflects costs of one Computer Operator, UA-9 position at
each CONUS store.

4. Store automation benefits (Line K) consists of personnel
reductions due to mechanization of manual store functions such as:
merchandise replenishment, receiving, accounts receivable, etc. Tab K
reflects estimated reductions at former Marine stores based on store
size, under the ASAP project, B

e. Equipment and software costs, along with maintenance shown at
Lines L and N, would cease after processing had migrated to the Dallas
Data Center.

£. Prusent leased Telecommunications circuits (Line M) would be
deleted after migration to the.CONUS satellite network.



g. Setellite rental {n CONUS and oversea 1line costs should
stabilize in Year 3 if equipment installations and network connections
are on schedule (Line 0). Both CONUS and oversea locations would then
be online to the network with data processing being performed at the
Data Center.

h. Equipment maintenance costs at HQ and store level 1s shown at
Line P.




EXCHANGE CONSOLIDATION CCMMURICATIONS COSTS

HAVY AND MARINES

NNECTIVITY:
at all locations.

Assumes & Very Small Aperture Terminal (VSAT)
VSAT may not be the final decision but, for

costing purposes, probably works out as good or better than leased

lines. Cost for VSAT includes surveys,
NAVY

35 VSATs @ §17,000

95 Comten Equipment @ §770.64

95 Hub and Backhaul Equipment @ §2,2594

TOTAL
MARINES

14 VSATs @ $17,000
1¢ Comten Equipment @ $770.64

14 Hub and Backhaul Equipment 8 $2,23¢
TOTAL
CONUS TOTAL
VERSEAS COMMUNICATIONS:
locations.

ONE-TIME
61,615,000

73,211
— 217,890
$1,906,101
$ 238,000
10,789
32,116
§ 280,905
62,187,006

christchurch, New Zealand; Antigua, West Indies.

NAVY
31 Overseas Locatlons

MARINES P

4 Overseas Locations

OVERSEAS TOTAL

SUMMARY
One-time Cost

CONUS
Qverseas

TOTAL COST
Recurring Cost

CONUS
Oversaas

TOTAL COST

ONE-TIME
$5.400

— 400
$9,800

NAVY
$1,906,101
—9.400

$1,915,501

$§ 672,307
— 157,344

$1,429,651

installation and egquipment.

RECURRING

$ 672,307

§ 99,077
$ 771,384

All Marins locations and 31 of 35 Navy
Not included are: Adak, Alaska; Bxmouth, Australila:

RECURRING
§757.,344

48,768
$6806,112

MARINES

$§280,905
— 400

$281,305

§ 99,077
——48.768

$147,845

TAB A



EXCHANGE CONSOLIDATION BQUIPMENT COSTS
STORE VDTs, PRINTERS, PCs, AND CONTROLLERS

NAVY MARINES
STORE ANNUAL SALES

CLASS (in § mills) CONUS QES CONUS QES TOTAL

A ‘over $36 12 4 4 1 21
B $18 - 35.9 13 6 5 1 25
c $6 - 17.9 25 4 1 0 30
D under §6 46 21 4 2 73

TOTAL 96 15 14 4 149 .

CONFIGURATION SUMMARY FOR BACH EXCHANGE:

CLASS AAFES EQUIVALENT # CONTROLLERS #VDTs #PC8 4#PRINTERS

A FT BENNING 7 30 7 7
B SHEPARD AFB 3 10 3 3
¢ SMALL 2 62 2
D SMALLER ; 1 2 1 1
“ NAVY MARINES
STORE
CLASS COST EACH ] $ TOTAL 4 § TOTAL
A £120,000 16 61,920,000 5 £600,000
B 45,000 19 855,000 6 270,000 .
C 29,000 29 841,000 1l 29,000
D 11,500 67 770,500 6 69,000
TOTAL 131 64,386,500 18 £968,000
NUMBER OF DEVICES: .
NAVY MARINES TOTAL
Controllers 294 61 358
VDTS 978 228 1206
PCs 294 61 355
" Printers 294 61 155

TAB B
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EXCHANGE CONSOLIDATION BQUIPMENT COSTS
DATA CENTER UPGRADES

NAVY MARINES
ONE-TIME RECURRING ONE-TIME RECURRING

CONTROLLERS,
VDTs,PRTS,PCS §$4,386,500 $330,450 §9RA,n0N §70,800
MAINFRAME % 4,224,000 226,600 576,000 30,900
DASD * 721,600 0 98,400 0

MAG TAPE * 202,400 17,600 27,600 2,400

TOTAL $9.534,500 §574,650 $1,670,000 $104,100

* NOTE: Sizing equal to approximately 50% of present AAPES
capacity. 1Includes costs for 45 MIPS mainframe power and 100
gigabytes of DASD (direct access storage devices),

TAB C



! . MIS Consolidation Costs

One-T'me Data Conversion Costs
($ 000)

- TCeha R e e R o e S e A S B eV A Go i ear 7 | o otal,
A IMC HQs Po nolCOSts 100 300 300 100 800
_zimwﬂeasw e ] ET g veese B ; T

69-0

; 5
o




oL-0

A

Marine MWR Data Processing
(Separate Organization)

_’ ‘!"”T“ )=

.-:-‘n%.c.“.! A

(3000)
EYSALAHEVIAt:

e

1210
e

SRR

¥ 'i-dl ”

iz I -ﬁnn uﬂ’ ] .-4-

F..-\.,.._ -
"'-6‘ 3%
g Hﬁu—sah&-‘sin !u-’h Pt . '{Aj 2 "

J ._1

Arer \ppn‘.u '-:




NAVY ASAP QOSTS
FQULPMENT AND PERSONNEL

. (Estimated)

STCRE NUMBER EQUIPMENT TOTAL

SIZE STORES - COSTS EQUIP COSTS
Small . 5. $§126,705 $ 633,525
>$750K
Medium 27 168,785 4,557,195
>$8M<SE30 '
Largs 14 - 239,310 3,294,340
>$30M
*x
46 EQUIPMENT TOTAL §8,485,460
ERSONN S

UA-9 Computer Operator @ $37,232 X 46 = §1,712,672
(Step 4 w/37% fringe benefits)

* ASAP not currently planned for oversea including Hawaii
{15 astsares)



STORE
SIZE

Small
>$750K

Medium
>68M<$30

Large
>530M

NUMBER
STQRES

S

14

PERSONNEL COSTS:

MARINE ASAP COSTS

EQUIPMENT AND PERSCNNEL

(Estimated)

EQUIFMENT

_COSTS

§126,705
168,785

235,310

EQUIPMENT TOTAL

UA-9 Computer Operator @ $37,232 X 14 = $521,248
(Step 4 w/37% fringe benefits)

* ASAP not currently

{15 stores)

p}anned for oversaa'including Hawaii

TOTAL S
EQUIP COSTS Lt

$§ 633,525 L
1,181,495

470,620

$2,285,6490

TAB H




AAFES ASAP COST
EQUIPMENT AND PERSONNEL

{Estimated)
STORE NUMBER EQUIPMENT TOTAL
SIZE STORES __COSTS__ EQUIP COSTS
Siall Zb ©8126.70% § 3,294,330
>8750K
Mediim 74 188,788 12,450,090
>E8M<CS30 -
Largo 32 295,310 7,%2%,92v
>$3UM
*
132 EQUIPMENT TOTAL §$23,314,340

PERSONNEL COSTS:

UA-9 Computer Operatnr @ §37,23? X 132 a 54,914,624
(Step 4 w737% fringe banafits)

* ASAP nnt nurrently planned for oversea including Hawail
(15 stores) A

TAB F




AAFES ASAP OFFSETS
STORE PERSONNEL REDUCTIONS
(Estimated)

POSITION REDUCTIONS

BASED ON STORE SIZE
STORE FUNCTION SMALL MED LARGE
Replenishment ' 1.0 1.5 2,0
Receiving 2.0 3.0 4.0
Price Changes .5 .5 1.0
Accounts Receivable W5 5 .5
Layaway 1.0 2.0 3.0
3ales Commission .2 .4 .6
5.2 7.8 1.1
STORE TOTAL
STORE NUMBER POSITION POSITION
SIZE STORES REDUCTIONS REDUCTIONS
Small 26 5.2 135,2
Medium 74 7.9 584.6
Large 32 11.1 355.2

*

TOTAL PQSITIONS 1,075.0

z

-’

Operations Clerk (Composite Salary)
§19,200 X 1,075.0 = $20,640,000 projected Offset Savings.

NOTE: No "soft savings®” are included in these offgets.
Composite Salary is a computed figure comgosed of upper
level BPP and lower gradeguUA personnel who perform the
various store functions. -

TAB



_ NAVY ASAP OFFSETS
STORE PERSONNEL REDUCTIONS
(Estimated)

POSITION REDUCTIONS

BASED ON STORE SIZE
STORE FUNCTION SMALL MED LARGE
Replenishment 1.0 1.5 2.0
Recelving 2.0 3.0 4.0
Price Changes .5 5 1.0
Accounts Receivable 5 .5 .5
Layaway 1.0 2.0 3.0
Sales Commission .2 .4 .6
5.2 7.9 11.1
STORE TOTAL
STORE NUMBER POSITION POSITION
SI1ZE STORES REDUCTIONS REDUCTIONS
Small 5 5.2 26.0
Medium 27 . 7.9 213.3
Large 14 11.1 155.4

TOTAL POSITIONS 394.7

i’
-~

Operations Clerk (Composite Salary)
$§19,200 X 394.7 = §7,578,240 projected Offset Savings.

NOTE: No "soft savings" are included in these offsets. ‘
Composite Salary 1is a comguted figure composed of upper
level HPP and lower graded UA personnel who perform the
various store functioens. ‘
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STORE FUNCTIONS

Replenishment
Receiving

Price Changes
Accounts Receivable
Layaway

Sales Commission

STORE NUMBER
SIZE STORES
Small 5
Medium 7
Large 2

MARINE ASAP OFFSETS

STORE PERSONNEL REDUCTIONS
(Bstimated)

SMALL

1.0

2.0

.5

.5

1.0

.2

5.2

STORE
POSITION
REDUCTIONS

5.2
7.9
111

-TOTAL POSITIONS

/J

Operations Clerk (Composite Salary)

POSITION REDUCTIONS

MED LARGE

Lol O S ]

w
- - - -
H OO OoO

TOTAL
POSITION -
REDUCTIONS
26.0
55.3
22.2

103.5

$18,200 X 103.5 = 51,987,200 projected Offset Savings.

NOTE: No "soft savings® are included in these offsets.
Composite Salary is a computed figure composed of upper
level HPP and lower graded UA personnsl who perform the
various store functions.

TAB K
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FXECUTLYE SUNMARY

The Cepartzent of Defense review of nilitary exchanges is a
taselinre assesszent of the four services’ exchange- systems. A
focus group of the four services cenior noncommissioned officers
vas held to capture their opinions, attitudes, and beliefs about
their respective exchange system. '

Key findings of the focus group are:

e All senior nonconnissioned officers belleve their current
exchange system satisties their sorvices mission needs. They )
defined the exchange mission as supporting the servicemember and o EE
other eligible populations at the military installations around’ the
world. All pelieve that the exchange system {s an integral ﬁirt” .

of the total mission of each servica. S

e All participants yere satisfied with their current exchange
operations. Thers was 2 definite sense of ownership of the
exchange 3among enlisted people. The Sergeant Major of the Army -
stated that neveryone is not satisfied, but the majority are.? S
The Alr Force representative stated that, “the product quallty.oﬁeer-i ’
the last 10 Yyears has really increased . .« . just to better e
management due to centralization.® The Master Chief Petty officer
of the Navy believed that his exchange systen has made great: - - N
strides in the jast twvo years to meet local market demands.

e There was significant discussion about patron shopping behavior .-
and perceptions.\AII'agreed that patrons shop not only thelr own', .
exchange system, but ‘also the competition. Cholcea, variety, and -4
the perception that "it's aifferent on the other side of the fence®
appear to be the primary factors {nfluencing this behavior. - .° .
e All pelieve that command and exchange and patron and exchange
communication channels are adequate.

e All senlor noncommissioned officers understand how the profit is
aistributed for thelr service to the MWR activities. Overall,. they
vere generally satistied vith the equity of their yofit. . . °
distribution systens and that it was a negotiable issue wvhich could
be changed to neet needs. o ; L

e All participants belleve that there must be a balance betvesn:
the exchange savings and the MWR program. The Air Force S
representative stated that "if ve lose the savings, ve're going to
Jose the MWR because people vill stop shopping there. Then, ve'rs
going to end up losing both. - There's got to be a balance.® e



e All participants were deeply corverned with the pcssitle
corsolidation of exchianse systems. TIne Arsy and Air Force
representatives endorsed the merger, provided that a thorough
cest/berefit aralysis was cen-icted, The Navy and Marirne Corgs
representatives were oppecsed .o the propesed consolidation for a
variety of reasons. All agreed that savings mpust be realizzd and
the end product petter than what is currently in place in order to
proceed with a consolidation of the systems.



aACKGROUND and PUFIOSE

Tre Cepartcent of Defense review of military exchanges is a
raseline assesszent of the four services' exchange systems. The
Armed Forces Military Exchange Consolidation Task Force has been
tasked with the objective of jdentifying increased efficiencies.
These efficiencies may include reducing overhead costs and
increasing savings to patrons without degradation to custcmer
service., The Task Force reviews all functional areas of the
exchanges. The end result of this study could suggest
consolidation of all or some of the functional areas.

A focus group of the four services! senior noncommissioned officers
vas held to capture their opinions, attitudes, and beliefs about
their respective exchange systeam. specific question areas vera:

e What is the mission of the exchange?

® ﬁhat are the senior noncommissioned officer perceptioni
regarding the profit distribution system?

° Hov well does the senior noncommissioned ofticer believe his
exchange serves the different military populations?

™ Are the senior noncommissioned officers satisfled with current
exchange operations?

e What are the senior noncomnissioned officers' opinions on a : .
consolidated exchange system?

A




weioTSs and FROCFDURES

Tre follcwing section out@ines the methods and procedures for the
focus group research, to include the Moderator Guide developzent
sample selection, and group corpesition. '

The Moderator Guide

The Moderator Guide was a combined effort of representatives from
the Morale, Welfare and Recreation Support Activity (MWRSPTACT)
the Army Alr Force Exchange Systen (AAFES), and the Navy Supply'
system Command (NAVSUP) . The representatives wvere:

Ms. Tamra Avrit
Head, Marketing support Branch
MWRSPTACT, Headquarters, U.S. Marine Corps

Xr. Jin Winters
chief, Operations pivision
Army Alr Force Exchange System

commander Tom Kaloupek, USN
pirector, Resale and Services Support Programs Assistance Staff
Naval Supply Systems Command .

The initial objectives were developed by the Task Force and served
as a strawman for question development. Based on these
objectives, the MWRSPTACT conducted an in-house focus group with
branch managers from the exchange, services, and food and
hospitality divisions to further identify question areas. A draft
guide was developed’and subsequently staffed to the other agencles
for their review and comzent. Upon final review from the agencies
the guide was approved by the Task Force. !

A copy of the moderator guide is at Appendix A.

Sample Selection Procedure

Due to the time constraints for the Task Force and their repert,
the sample vas drawn only from-the senior noncommissioned officer
from sach service. Even though participants vere selected from
the Washington, D.C. metropolitan area, they brought perspectives
withozhel from other commands and locations where thaey have
served. :



Tre rep:esentatives were:
. Sergeant Major of the Army
* Master Chief Fetty Officer of the Navy

. ® chief Master Sergeant of the Air Force’

™ sergeant Major of the Marine Corps

Group Composition

There were four participants in the focus group. Specific ‘ ??é
demographic characteristics of the group vere: . . o

® All participants were grade E9.

e Participants had an average of 28 years of active duty service. . - 7
The range in years of actlive duty service was from 19 to 32 years. R

° 100 percent of the group have had other positions, other tﬁan-
their current assignment, vhich required exchange involvement and
interface. - . .

® 100 percent of the group was male. : o ‘-_fﬁﬁ

e The average age was 45, with the age range between 38 and 49
years. .

® 100 percent of the group was married.

® participants had an average of two children, wvith the age
range between 14 and 25 years.

Group Location and Time ;;f?;i“ffﬁ

The group was held from 1400 to 1600 at The Pentagon in T,
Washington, D.C. on Thursday, 2 August 1990. R

pacility Description

The group was hald in room 3E752 of The Pentagon. The participants: i u
vere seated at a conference table which allowed them to see each, - &
other during the discussion. The moderator and the tvo. observers =
sat at the head of the table. “a R




Taping

. The ertire session was tagped, in addition to transcripted by a
shorthand recorder, The tape recorder w3s placed in the front of
tre room. A copy of the notes are at Appendix B.



THE FINDINGS

The session was poderated by ¥s. Avrit (MwWRSPTACT) and otserved by
Ccorzander Kaloupek (NAVSUP), Mr. winters (AAFES). and Major Burger
(MWRSPTACT) . Me. Kerry lewis, also from the MWRSPTACT, was the
shorthand recorder and assisted in the session.

predispositions

All group participants were cordial and knew each other through
thelir command positions. while each participant had been
thoroughly prieted on their exchange systen and service's position
regarding the possible consolidation, they spoxe candidly about
their perceptions and opinions,

The Chief Master sergeant of the Alr Force could not attend, but
sent his Staff assistant, Chief Jim craig, to represent him.

suzmary of Findings

This section lists each question from the Moderator Guide and
provides a .synopsis of the focus group discussion. The guide had
five guestion sections: framework, exchange operations, profit
distribution, policy, and future.




Frazew:srk

e What do you think is the mission of the exchange? Do you
perceive any differences in mission betwveen the services?

The exchange mission is to provide support to the servicemember
and the other eligible populations at military installations
around the world. Also, the exchanges are to support the needs of
the command to lend in the accomplishzent of the mission. All of
the senior noncommissioned officers believe the exchange system to
ve an integral part of the total aission of each service. The
participants also believe that the exchange is critical to each of
the services' morals, welfare, and recreation (MWR) programs in
providing necessary funds. The Alr Force representative stated,
=the exchange is one of our benetits. If ve lose it or cut back on
it, it's the same thing as taking awvay pay or something else.®

e Does the exchange satisfy the mission needs?

Each participant agreed that their current exchange system
satisfied thelr mission needs. There was signiticant discussion,
however, on the different missions of the four services and “he
role of the exchange systems. The Sergeant Major of the Army
stated that these conceptual differences for exchange operations
relate to the services' orientation of land versus sea. For the
land-based services (Army and Alr Force), the exchange systea
emphasizes facilities as a mission-essential priority. For the
cea-based services (Navy, Marine Corps, and Coast Guard), however,
facilities do not rank as jimportant in their overall priority.
These exchange systems are service-oriented to support the extended
deployments aboard/ship.



Exchani® cperations Questiors

» Bow vell do you thinx your exchbange serves junior enlisted? -
cenior enlisted? ofticers? Famlly senbers? Retirees? Others?
(Reservists, Tnits, KWR activities)

A11 participants agreed the exchanges do an acceptable job meeting
the needs of thelr different populations., The Navy's senior
noncommissioned officer stated, "the exchanges have a wide variety

(of populations) which they bave to serve . . . ranging from El to,

010 to retirees. gach of these groups has different vants.® The

Sergeant Major of the Army stated, wgverycne is not satisfied, but
the majority are.®

e How are the exchange prices? TIs there a savings to the
custcmer? Are merchandise celection and availability adequata to
customer needs? Are the quality of serchandise and customer
sexrvice gatisfactory? Arxe the facilities clean and attractive?
Are exchange managespent and employee attitudes customer service
oriented? )

All of the senior nonconnissioned officers of the four services =
pelieve the exchange prices are good and represent a savings to
the customer. The alr Force representative stated, "the savings.
nave to be there. 1f not, nobody would shop there.® All o

participants also agreed that pricing between the exchange systems

is comparable. 'The sergeant Major of the Marine Corps stated that,
npatrons shop pround‘and they may find something cheaper in AAFES,
put across the board the prices are similar throughout.® The .

sergeant Major of the Army provided an example of retirees drivfﬁér

w0

e
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100 to 200 miles to shop at an exchange to receive the savings. He : .‘

continued by saying that, "the young guys (troops) either don't -

xnow (about the savings) or aren't convinced (about the savings)."

overall, all participants vere satisfied with exchange operations.
The Air Force representative stated that, "the product quality over
the last 10 years has really increased . . . just to better

managenment dus to centralization.® The Master Chief Petty officer ,_“;L:ﬁff

of the Havy believed that his exchange system has sade great .
astrides in the last tvo years to most local market demands. He

also remarked that while tacilities vers acceptable, sexvice 1l

exanple vhers training and service have markedly improved.
There was significant discussion among participants about patron
shoppinz behavior. All agreed that patrons shop not only their
respective service exchange system, but also the competition.
Three specific exanples vere provided by the participants vhich
reflected this behavior: Hawvaii, Japan, and the Philippines. The
Navy, ¥arine Corps, and Alr Porce representatives, all, provided -

iviiﬁ%:f*
depended upon the store. He cited the Navy's unifora shops as"an: * ',

4
.
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jreiznts 23 to why sajlers, Marires, and airzen will travel froa
gubic Bay to clark Air Ferce £2se, and vice versa, to shop at a
different exchange. Choice, variety, and the perception that "it's
different on the other side of the fence®™ 3fpear to ba the primary
factors influencing this behavior.

e Does your exchange system have customer advisory weetings? If
not, should the system have these peetings? If yes, how
frequently are these meetings scheduled? Ara the recommendations
of these meetings acted upon?

All of the senior noncommissioned ofticers of thae services stated
that their exchange system holds customer advisory meetings. The
Navy representative stated that there had been a concerted effort
to change the group conposition of the Navy advisory boards to
reflect more junior grade enlisted personnel.

e Are command and exchange communication channels adequate? Are
patron and exchange comnunication channels adequate?

All particlipants velieve command and exchange, and patron and
exchange, compunication channels are adequate. The Sergeant Major
of the Army stated that the exchange is a part of the chain ot
command and an integral part of the staff at the installation.
The advisory meetings allow patrons to have formalized input into
the exchange. The Army representative also stated, "thaey
(patrons) can alvays go to the local store manager to complain . .
."or to ask the manager to get something special." All of the
participants felt their current exchange systems were responsive.

/J
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Frofit nistrituticn Questions

e Do you kncw hov your service distributes exchange profits? .

A1l of the senjior noncompissioned officers were aware of hev thelr
service distributes exchange profits. There is a significant
difference between the four services' profit distribution methods.

e Can you explain how your morale, welfare and recreation (KWR)}
progranm 1s supported by the exchange? Do you know the amount of
money received from the exchange for your services' MWR program?

All participants could explain hov the local KWR prograa is

supported by the exchange. Each had been thoroughly brlefed on
the distribution of exchange profits.

° zing the competing needs for exchange profit dollars, are
you satisfied vith the equity of the profit distribution system?

The participants were generally satisfiled with the equity of their
protit distribution systems. The Army representative stated that
the Army was currently evaluating their distribution. The Navy
representative stated that the Navy changed their distribution last
year. The Alr Force representative stated that, "we (the Alr
Force) have put 50 percent in for how many years - wa'vae got our
facilities up, nov we may pe able to change that.® The Master
chief Petty Officer of the Navy stated "Ravy facilities need a lot
of work. The perception 1is that consolidation better bring

equality, and bring our facilities up to AAFES."

All agreed that profit distribution was a negotiable issue and
could be changed to meet the needs of each service.

efficiency? 1t not, vhat do you think does provide for local
improvement?

All of the senlor noncommissioned officers perceived that their
exchange systes provided incentive at the local level.

11




Felicy Questlcns

e Which is more important when serving the military measber:
savings at the exchange (for the individual customer); or

a viable and financially bealthy on-base morale, velfare and
recreation {MwWR) program (i.e. child care, base qy®m, etc.)?

all participants pelieve that there must be a balance between the
exchange savings and the MWR program. The Air Forcs
representative stated, "if ‘'we lose the savings, we're going to
lose the MWR pecause people will stop shopping theres. Then, we're
going to end up losing both. There's got to be a balance.®

e What do you think your customers are most interested in from the
exchange: savings at the exchange; or funds for a viable morale,
wvelfare and recreation (MWR) p;ogran?

A1l participants agreed that patrons are post Lnterested in the
savings at the exchange. However, both the Air Force and Na
representatives expressed their concern that the average service
penber does not understand that the exchange supperts thelr MWR
progran.

12



Future Questicrns

e Based on your experience with your exchange system and vhat you .
bave heard today, do you think the exchange systems should be
consolidated? If yes, what would be the primary benefits and what
should the consolidated managesent structure and operation look
lixe? If you thinkx the systeas should not conselidate, why? Do
you percelve any overriding disadvantages?

Throughout the meeting, there was significant discussion on
consolidation. Each senlor noncormissioned officer presented his
perspective on the possible consolidation of the exchange systeas,
All servics representatives wvere in concurrence, that if there vere
a consolidated syste=m, {t should be responsive to both patrons and
commanders, establish sinilar facility standards and levels of
service, and provide a sensa of ovnership to local patrons in order
to generate their continued fnterest.

The Sergeant Major of the Army restated the Secretary of the
Army's position in favor of consolidation. He did, however,
caveat the statement with stressing the need for a thorough
cost/benefit study of the consolidation. Important lssues
{ncluded current proposals for end strength reductions and the
possible closures of profitable overseas bases. He also stressed
the continuance of current facility standards if consolidation
were to occur.

The Air Force representative voiced support for the Army position
and further stated that since consolidation was going to happen
anyway, "we might as well get on with solving the detajls of how
to run it. ‘ p

L

The Master Chief petty Officer of the Navy was particularly vocal
on the points of ownership and the protection of morale in the
tace of eroding benefits, He stated, "Our sailors are the
shareholders in this company = they own it. Did they ask to
change it?* RHe vas also deeply concerned vith the cost of
consolidation and the return to MWR grograns. His baseline
position vas in opposition to consol dation.

The sOrieant Major of the Marine Corps emphasized the Marine Corps
opposition to consolidation. His position is based upon the 19588
reorganization of MWR vithin the Xarine Corps, wvith the issues of
personnel tursoil and comparative protit distribution levels as
key.

13




¢ Hcw sbould the profits be distrituted to morale, velfare and
recreation (¥wR}? HCOV puch?

The Sergeant Major of the Army stated that flexibility to change
the profit distribution rate was required to meet the changing
needs of MWR capitalization. The Navy and Xarine Corps
representatives epphasized that profit distribution must keep the
systems working at no less than current standards. They even
agreed that pre-consolidation guarantees of current levels should
be established.

14
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Ar»>d Forces

military Exchbasge Cconsolidation
Task Force:
Jores Commisslon II.

Verify participants are in the proper group. Distributa naze

tags/cards for tirst name only.

Introduction

"Hello. My name is Tanra Avrit and I'm the moderator
‘today. We will be here for about two hours to talk about an
aspect of your military benefits.®

«7 an a wmarketing speclalist vith the Marine Corps,
however, for the purpose of this session today, I am with the
Department of Defense. Please feel free to make any positive or
negative comments about anything that comes up in our discussion
this morning. My job is not on the line today -- and I don't
have anything to sell. 8ay vhatever you like about cur topic as
long as it's true for you., Today, our topic is military

exchanges.

tieutenant General Donald Jones, the Deputy Assistant
Secretary for Military Hahpovor and Personnel Policy, is chairing

a task force which is conducting a baseline assessment of



pilitary exchanges. This task force was directed by tte Chairn
of the ¥orale, welfare and Recreation Panel of tha house Armad
services Comnittee, Congressman Karvin Leath. You vero-inmd.ed
to this session to give your opinions, as the senior' |
nohcommissioned officer of your service, on your exchanqg'sy
Yyour input is important to this assesszent. r

We have representatives from the Aray/Air ?orco
Exchange System (AAFES), Marine Corps Exchange (MCXY, and th.

Navy Resale and Service Support office (RAVRESSO) hers to 'nf ‘

vhat you have say.

Gground Ruleg

wpefore wve begin, however, ve need some groﬁh@ﬁfﬁnei

tor our aeeting. ”
/

Pleass talk one at a time and in a voice“as loud‘ai
sine. This session is being both taped and rocordod*hy:ouxggg
shorthand secretary -- only te assist in our roport uritlng‘c !

Everything you say 1is confidential. -

not need to answer every qucstlon. You do not nood_io adé: 88
- !
all your comments to me to gat them on the table for dl

You can respond directly to_sonethinq-olso-that 1- saidf



aveid ccnversations with your reighbor. Say it so we all can

hear.

Wwe will observe the no smoking rule during this

session.

There are no right or wrong ansvers in what ve are
talxing about today. I need your different points of vievw
expressed in our session. Have the courage of convictions, even
if you are the only one in the group that feels that way. There
may be others like you outside of this room.

" Most importantly,'éach here is as important as the
other in this DoD study. similarly, each exchange system is 2s
important as the other.

rinally, rank is to be left at the door.®
/J

Self-Introductions

splease introducs yoursslf to the group and tell your
first name, your job, and how long you have been there.



Frazesork Questiong

'Y To begin, vhat do you think is the mission of the exchange?

po you perceive any differences in mission between the services?

. Does the exchange satisfy the mission needs?

Exchange Operations Questions

® How well do you think your exchangs serves junior enlisted?
senior enlisted? officers? Pamily members? Retirees? Others?

(Reservisf;: U;its, MWR activities)

° Rov arse tﬁo exchange prices? Is there a savings to the
customer?x'ls nerchgndise selection and availability adequate to
customer heeds? /I;‘tho quality of serchandise and customer
service satisfactory? Are the facilities clean and attractive?

Is exchange management and employee attitudes customer service

oriented?

[ Does your exchange system have customer advisory mestings?
If not, should the systeam have these mestings? If yes, how
frequently are these maetings scheduled? Are the recommendations
of thess meetings acted upon?




. Are ccc=and and exchange cozdunication channels adeq.ate?

Are patron and exchange cozzunication chanrels adequatae?

o stribution Quest
S Do you know how your service distributes exchange profits?
. Can you explain how your morale, velfare and recreation

(MWR) program is supported by the exchange? Do you Xnov the
amount of money recelved from the exchange for your services' MWR

program?

® Recognizing the competing needs for exchange profit dollars,

are you satisfied with the equity of the profit distribution
systea? -

] Do you peréeiva that the profit distribution system provides
incentive at the local level to improve exchange service and
ofticiency? If not, vhat do you think does provide for local
improvement?



Follcy Questions

° whieh is more important when serving the military mezler:
- savings at the exchange (for the individual custonrer) |
OR

- A viable and financially healthy on-base morale,

veltare and recreation (MWR} program (i.e. child care, base gym,

ete.)

™ What do you think your customers are most interested in from

the exchaﬁqa?

- savings at the exchange

OR h

- Funds for a viable morale, velfare and recreation (MWR)
prograa. o




uty ] tieng

nThe future structure of our exchange systers may be
drazatically different from what we have tean discussing so far
this afternoon. One of the alternatives the DoD Task Force is
reviewing is the consolidation of all of the exchange systems
into one system -- similar to the recently announced

consolidation of the four cervices! commissary systems.

° Based on your experience with your exchange system and what
you have heard today, do you think the exchange systems should be
consolidated? If yes, what would be the primary benefits and
what should the consolidated management structure and operation
ook like? 1If you think the systems should not consolidate, why?
Do you perceive any overriding disadvantages? I would like to go
around the table and have each commander briefly give his

-

perspective.
/

® How should the profits be distributed to morale, velfare
and recreation (MWR)? How much?

»1s thers anything else anyons would like to say?
I appreciate your time and insights. Your opinions
are important to this study. Thank you.®
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Arzed Forces
Military Exchange Consolicdation
Task Force: .
Jores Cormission 11

Focus Group--2 Aug 90
Framework Questions

Army--Believe very strongly that ve have a need for our exchanga
services. They provide a benefit to ourselves, our family
pembers, reserves, and retired community as well. We have
soldiers stationed around the world and at each installation, ve
hava - no matter how small - we have sone type of exchange
services. The exchange is critical to MWR of our soldiers. The
exchange has also taken on the responsibility to do research and
development into our uniforms. We have a good system.

Air Force--We have continuity anyvhere in the world. Someone
there to help you not to take your money. The exchange is not for
profit only, they are there to service us - non-confrontational -
there to support us.

uavya—ownerahip means a lot. Have asked sailors and wvives vould
they continue to shop if they joined with AAFES. There are strong
feelings that they would not shop anymore. sailors are saying that
nthey" are out to take everything. This is the worse thing people
could do for morale right now--would impact negatively. This is
the emotion puilding up--not a business approach. Belleve politics
strongly involved. Wanted to knov "who said to do jt?-wvho wants
it?." Who are the strong holds in this? Someone is driving it.
Believes dirty politics is involved. Sailors are going to vake up
and they won't ovn/thelr exchange.

The systems are totally different. The services are different.

The Navy relies a whole jot mors on MWR. The Navy has a very
young population that desires MWR activities. Go to many
different ports around the world and this takes a lot of money.

As far as the funding of MWR is concerned, does not xnow who is
right or vrong. BEe sort of liXes hov the Air Porce does it.
views the main difference in funding is the Ravy does not hold the
funds up. The Favy's important priority is serving the sallors.

Bellieves consolidation will not reap more for their MR in these
austere times. Where is the money going to come from? It will
coms from soldiers and alrmen.

Looking at facilities, Navy's facilities need a lot of work. The
rception is that consolidation better bring equality, bring
their facilities up to AAFES.

Aray--Explained the differences in the services. Navy is deployed
at sea, Air Force and Army are on land. We try to bulld our



facilities 2 ceet those needs. We have sc<e tine facilities out
there, they coTpare with civilian facilities.” We have 40t for: -
capital output. Not only do we have active duty, we have a
trezendous retirea and reserve population that need to use these: s

factiities.

Navy--w¥hile in Hawaii asked personnel and fapily members what they.
thought about combining with AAFES. They said they want the .. '
variety. If the systems are combined, they loose the opportunity-
to shop. When sailors are overseas, visiting and shopping at an
exchange is the only way we know ve are still American. The. ="
callors and fanily members polled belleve they will lose the. - ¥
flexipility of competitive shopping if the systems are comblﬁedﬁl;x'j”f

almost impossible because of different needs ot_nl-os.‘ﬂThggwgaghf;f};
different worlds. R

Overall, viev the merchandising as a hard business to bﬁiiu_é;:35~ui

Marine Corps--Agree vith what was sald above. For the record, the'
Marine Corps exchange system is their to serve the Marine. Our -
systen gives the commander flexibility to serve the total ..

community. This system works through the MWR system-to support. .
needs and accomplishment of mission. In 1988 the n'ar_ine“cg;-,pspf&a‘s‘:;
told to look at their MWR. Ve have put a lot of work fnto it. -
Have modernized and updated facilities and at most exchanges, \
will find comparable pricing. What is most important to theé
Corps is need for flexibility to peet needs of command and ‘the -
Marine Corps velieves they cannot meet those needs without the.

present systen.

Army--With a telephone call, can change the flov of gservice. €

pallas and it happens. The exchange services are part of the: tofal
system. Adjusts to needs of command. In Panama, they had a fewr
jtems that were hard to get —- AAFES got it. prioritles:ca
changed with a telephone call. Would hope bureaucracy would
pecome such that it wyould bog down needs of servicemember.
turn it over to a ¥almart but they would not want it. ‘A«
Walmart's Board of Directors sits on AAFES Advisory Board
sald they would not vant it because ve have to noet toO mANY
If ve change that systea it might not be responsive to the-nes
people. ) . o

The Secretary of the Army sign a letter that said ve need

on with it. But it sounds 11kxs a lot of people have a prol
jt. Have ta about it and they are worried that ve wil

Afr Porce--Rumors are out, but no ohs tells thes about the- ' -
benefits. The merger betwveen Army and Air Forcs is going.great. -
We cannot take care of business taking a loss. rantiE
Marine Corps--Navy and Marines could not eat the losses. - Exchang

profits are the ponies that keep our MWR ‘programs going. -




Navy--we have poor and rich stores. The rich stores support the
poor.

Army--We need to be concerned about base clcsures. We 4o not know
what the cost will be to draw down. No one knows hov much. We
need to find out what is going on. We neced firm decisions on what
we are going to have. We do not know. No one can tell me howv puch
its going to cost to clean up an AAFES operation in Europe and who
is going to clean it up.

Navy--The word is out that we don't know vho the enemy is. Who is
trying to screw the sailors. Is it AAFES trying to cover their
loss of market in Burope? 1Is it DOD, are ve losing another B-2?
or is someone on the Hill trying to build a big nest egg?

Marine Corps--Are ve being told this is happening? Appears th
have made up their mind. PP 9 PP ey

Alr Fdrce--It you look at every one of the past consolidation
concepts, all have been completed, except logistics. '

Army--There is something about a PX that you beliéve you have some
ownership. Why are we trying to take ownership away? —-

Navy--In discussion with a person who sits on the NAVRESSO
Advisory Board and attended a military exchange consolidation task
force focus group meeting, learned that the Head, Col Loughlin,
told the participants that "status quo would not be acceptable.®

Ar Force--Being taken over by AAFES is not the issue. Army and
Air Force said the consolidation is going to take place - need
implementation plan,,

Army--Why spend money on a study if the decision has been made?
We are under the assumption it will happen. Why conduct a $10M
study? . '

Air Force--Leath said implement.

2::{--Leath said look at feasibility--do not implement at this

Army--We need to go slov cannot be done by 1992.

Exchange Operations Questions

Navy--The general feeling with the sailor is Navy exchange not
focused to needs of junior enlisted, the target is more for senior
people. 1Is probably a fact. Hovever, Admiral Weatherson has taken
that on board to change. It used to be that the only person being
heard vas the Admirals' wives, enlisted not on board. We have



reversed that. fnlisted row serve on the Advisory Beard.

we have a done poor job on explaining what ve do with the money.
Some don't knov what the money goes$ for.

Navy doing an outstanding job, suited to area needs, Need local
procurenent.

Army--Some of what the Navy says is true. 1If you have a systen
available for people to express their concerns they will express
them., Fev people complain about Sears--they just don't shop
there. At AAFES they can complain. They have a policy if more
than four people are in a line, they will open another cash
register. Although it may not happen everywhere, it happens when
1'm in the store.

There would not ba many people to shop in AAFES if they did not
save money. Belleves you can save betwveen 20-25% at AAFES., Have
catalogue sales. They have developed their own AAFES brands that
have the same ingredients as the name brand item but at half the
cost. ’

as+A discussion ensued regarding savings at competitlve exchanges.

s2aThe moderator interrupted the discussion to ask, "Do you think
servicemenmbers go back and forth between stores?®

Army--Yes. Prices about the same at exchanges.

Navy--Discussed a recent survey done on San Diego area exchanges
and pricing. The survey found comparable pricing. Soretimes we
don't provide the prodduct they vant so that i{s one reason to shop
around. As far as)cleanliness {s concerned, believed all stores
were clean, however, may be in need of maintenance. Service
depended on the store. However, NAVRESSO has instituted a

training program to improve customer relations.

Marine Corps--The Marine Corps does a good job with pricing.
Believes, however, that AAFES have items that they intentionally
price dovh. - .

As far as service is concerned, if a jr enlisted person has a
problem with the exchange, he can take his sgtMaj with him to the
exchange and it vill be fairly resolved. R e

Alr FPorce--Believes the savings have to be thers or no cone would
be shopping at the stors. AAFES is one of the largest retailers
in the world. Quality of products have increased.

The Air Porce representative asked the Navy and Marine reps if
they had the understanding that the local manager does not have




the flexibility to crange stock.

Marine Corps--The perception {s the local comzander does not ¢wn
the stores.

Army & Air Force--That is a pisconception; the commander has
complete control of the store.

¥arine Corps--Asked {£ the exchange fell under the immediate
gquidance of the Army and Air Force.

Aray & Ailr Force--No, it is separate,

Marine Corps--Under Marine Corps system, we have a centralized
headquarters for MWR. The exchange falls under that which falls
under CMC.

Navy--Who ever ordered this to happen doesn't know that first you
have to do an education process when you make a astatement that
will hurt someone. You go to the people and then you go to the
drawing board. There could ba 5,000 repercussions froa this.

Army--In the states when you shop, you don't pay taxes. That {s
perceived as a real benefit. Another perception is that someone
vants to take away AAFES, civilianize it. If they want to do it,
tell us so ve know vhat they are tryin? to do. What are the
notivations? It you are going to combine for a benefit, no one
would fuss. Why aras ve doing it? (Went on to discuss a recent
purchase of tires that were priced signiticantly lower than
outside retailers.

Relationship of Exdh&hge vith Customer

Army--Every year, ihjor command sitxajs and their wives go to
AAFES headquarters in Dallas to discuss their problems with AAFES
and to make recommendations.

Navy--Discussed their Advisory Groups who provide insight to
~ exchange managenent of enlisted needs and others. e

Marine Corps--Ansvered in the affirmative. If a Marine has a
problem, he can go to the exchange vith his SgtMaj and it will be
taken cars of.

N
. a#) discussion snsued on hov profits are distributed to the MWR
Programs. All participants had profit distribution percentages
available via briefing packages, but agreed that each systea vas
dit{er?nt so thers vas no wvay to compare systens. (apples to
apples

Protit Distribution



when the participants were asked if they were satisfied vith
equity of the systeBd, trhe follewing was recorded: the

Army--Satisfied but they are simplifyin it. It is flexi .
give 100% to the single fund if Gesired: xible, could

Navy--Satisfied.

Army--In the past, the Army spent money on »1 love me"™ things that
may not have made good business sense. But they are taking a
different look at it nov. _

when asked vhether profit distribution encouragé inc
following was recorded: 3 entive, the

Ravy--Believed their exchanges were highly motivated.
savings vs Service (vhich 1s more important)
Navy--A balance. '

Army--Agreed a balance vas required. You have to have a
profitable systen yet also have to offer savings opportunities.

Alr Force--If you lose savings, you will lose MWR. Hag to be a
balance.

Army--Had the follovwing question for the moderator: 1If ve
consolidate can we receive more savings? what is the affect on
our facilities and paintenance? What is affect on MWR? What are .
the motivators? Any way you jook at it, consolidation will affect
capital outlays and MWR revenues.

What about custone/rsz savings vs MWR Program
Marine cOrps--Savinqs.
Alr Force--They want savings, don't know vhat is pusped into MWR.

Ravy--Custozers don't understand. It o
- to take care of MWR. It you explain then they vant

‘Do you think exchanges should conscollidates: -
Army--Somecne has to determine the improbable wvil :
increase in savings if ve consolldatcg will \'n e}m:gg.ab;agcr
profit to put back into MWR? The mOre Ve coml?datc the more
people with thelr tinger in the Tot--nors difficult for the system
%o work. The issues need to be looked at. What is the make up of
the Board of Directors? Need enlisted on it. Commissaries are
different, they have alvays belonged to the Pederal Government.
The PX, however, belongs to the servicemen. The Federal Government




2ses not build an exchange, Ve do. There is a difference. The
people whoe own stock in the facility should have say as to the
future. 1I1f the decisjon is made, there has to be someone to sit
down and decide if jitt's feasible.

Marine Corps--Do not agree with consolidation., We underwent a
complete recrganization in 1988, We are just not seeing the
venefits in profit and management. If we combined, we will see
trhe same people problems. A lot of people will get hurt and see
less of our profits going into MWR. We are confident with our
Board of Directors. Believe it should not be combined.

Air Porce--Everything ve see contirms consolidation will happen.

In that case, vhat ls the Board of Directors going to look 1ixe?
Believe the four senjor enlisted members present today must de on
the board. Need flexibility to remain with iocal commander. What
i{s tha correct percentage that peets bottomline, have savings for
the customers, and also keep MWR prograns going., Need that balance
on paper. consolidation is going to happen, the Sacretary of the
Air Force signed a letter out. . ‘ :

However, in the participants opinion, does not sea a problem with
merged backrooms. If the name of the facility is the problea with
consolidation, keep the nane, ve do not have to change the front
office. We do not want the flexibility to meet local needs to go
away.

Navy--Absolutely not at this time. Appalls hia that thers are
people in key positions that will take a knee jerk reaction. No
one in business would do very vell if they did this.

what is the cost of the perger? What is the percentags of
savings. Mergers cost. what about the employees we wvould lose?
what would headquarters look like? What is thae impact to
customers? You must study this. .
Took exception to the Secretary of the Air Force raequest to begin
implementation. Belisves you must study it. Would likxe to have
the facts. ' .

--We need to make sure we knov vhat we're doing. Kove
cautiously. -

Navy--Saells like aone&ho struck a deal. | I g

Navy--Regarding profit distribution of a consolidated system, the
Navy needs enough profits to go to them so that it doesn't hurt

MWR.
Aray~--Need flexibility to adjust program. Would hate to ses
flexibility curtailed. The Compander would stop supporting the



exchange 3s well as trhe soldier,

Marire Corps--Could not accept less distribution than what the .
Marine Corps is pulling nov.

Navy--Wants a guarantee that the Navy will get what they are
paking now. Would like the burden of guarantee put back on the
people who want this to happen.

This is the worst timing in the world. Would like the junior
enlisted personnel thought morse of.

Army--Believes the retiree perceives the exchange as a benefit.
would not want to do anything to curtail their benefits,

Alr Force--The exchange is definitely a benefit in everyona's
view. The exchange savings are even factored into pay.

Army--This action could hurt retention, People identify with
thelr own exchange.
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FXECUTIVE SCMMARY

The Departaent of Defense review of military exchanges is a
paseline assessment of the four services' exchange systems. A
focus group of installatien commanders in the Washington, D.C.
metropolitan area was held to capture commanders' opinions,
attitudes, and beliefs about their respective exchange system.

Key findings of the focus group are:

. The overall group consensus for consolidation was not
favorable. In a vote of the 10 commanders, seven were against
the proposed consolidation, one was in favor, one deferred
decision, and one did not vote. All commanders viewed each of
the services missions as too different to be effectively
supported by one agency.

. All commanders believe that exchange satisfies their
command's mission needs. They defined the exchange mission as
providing quality goods and services at discount prices.
Additionally, the commanders believe the exchange operates as a
service to the community and is focused on the needs of the
patrons.

. The relationship between the commanders and the exchange
differs significantly between the Navy and Marine Corps
commanders and the Army and Air Force commanders. The Navy and
Marine Corps commanders have direct operational contrecl over the
exchange. The Army and Alr Force commanders do not have
operationalmcontrol;»but perceive the exchange manager as an
integral part of the.command and community. All participants
pelieve that the current command and exchange comnunication
channels are adequate.

° All commanders understand how the profit is distributed
systems for their service and the MWR activities. Overall, they
were generally satisfied, with the exception of the Air Force
commanders. Air Force commanders were dissatisfied with the
current profit distribution policy of their service. Both Aramy
and Alr Force commanders stated they desire a greater bottomline
return to the local level activities. The Navy and Marine Corps
comnmanders have the direct support for MWR based on how well
their exchange performed. The Army comnanders receive direct
dividend payments from their exchange system from phones, Class
vl stores, and amusement machines.

] Exchange operations, service to the different populations,
and pricing were all satisfactory to the majority of commanders.
A Navy commander stated that the exchange "tries to do the most
good for the most people and can't make everyone happy."
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* All commanders pelieve that savings at the exchange and a
viable and financially healthy on-base MWR program is not - :
mutually exclusive. A Marine Corps cocmander stated that -
ngprvice versus making the biggest dollar is a balancing act.”
Most participants agreed that the military services’ may be
requiring too much from the exchanges to put into MWR funding:
overall, the exchanges are placed in a tenuous position between
support and profit. o g

® while most commanders did believe savings could be realized - -~
with consolidation through the reducedfduplication of personnel-"'

and increased buying power, they did not believe centralization.
to be ansver. The commanders agreed that *pigger is not always i

better."

L




BACKGROUND and PURPOSE

The Department of Defense review of military exchanges is a
paseline assessment of the four services' exchange systems. The
Armed Forces Military Exchange Consolidation Task Force has been
tasked with the objective of identifying increased efficiencies.
These efficiencies may include reducing overhead costs and
increasing savings to patrons without degradation to customer
service. The Task Force reviews all functional areas of the
exchanges. The end result of this study could suggest
consolidation of all or some of the functional areas.

A focus group of installation commanders in the Washington, D.C.
metropolitan area was held to capture commander's opinions,
attitudes, and beliefs about their respective exchange systea.
Specific questlons areas were:

' 3 What is the relationship between commanders and their
exchange?

° What are the command perceptions regarding the profit
distribution system?

° How well does the commander believe his exchange serves the
base population?

. Is the commander satisfied with current exchange
operations?

® what are the commander's opinions on a consolidated
exchange system?" '



METHODS and PROCEDURES

The following section outlines the methods and procedures for
the focus group research, to include the Moderator Guide
developnment, sample selection, and group composition.

The Moderator Guide

The Moderator Guide was a combined effort of representatives froms
the Morale, Welfare and Recreation Support Activity (MWRSPTACT) ,

the Army Air Porce Exchange System (AAFES), and the Navy Supply
Systea Command (NAVSUP). The representatives were:

Ms. Tamra Avrit
Head, Marketing Support Branch
MWRSPTACT, Headquarters, U.S. Marine Corps

Mr. Jim Winters
chief, Operations pivision
Army Alr Force Exchange Systen

commander Tom Kaloupek, USN

Director, Resale and services Support Programs Assistance Staff
Naval Supply Systenms Command

The .initial objectives vere developed by the Task Force and
served as a strawman for question development. Based on these
objectives, the MWRSPTACT conducted an {n-house focus group with
branch managers'from:the exchange, services, and food and
hospitality divisions to further identify question areas. A
draft guide was developed and subsequently staffed to the other
agencies for their review and comment. Upon final reviev from
the agencies, the guide was approved by the Task Force.

A copy of the moderator guide is in Appendix A.

sample Selection Procedure

Due to the time constraints for the Task Force and thelir report,
the sample vas drawn only from Washington, D.C. metropolitan area
commands. Even though participants vere selected from the same
geographical area, they brought perspectives vith them from other
commands and locations vhere they have served.




Conmands represented were:

] Army
Fort Belvoir
Fort Meade
Military District of wWashington

] Navy
Naval District Washington
Naval Sea Systems Command

. Alr Force
Bolling Air Force Base *
Andrews Alr Force Base

. Marine Corps
Henderson Hall
Marine Corps Combat Development Command, Quantico

Group Composition

There were 10 participants in the focus group. Specific
demographic characteristics of the group were:

° All participants were grade 06.

° participants had an average of 25 years of active duty
service. The range in years of active duty service was from 22
to 28 years.

° 80 percent of the group have had other installation command
positions, other ‘than their current assignment, which required
exchange involvement and interface.

/
° 100 percent of the group was male.
[ The average age was 48, wvith the age range between 43 and 50
years.

] 90 percent of the group was married.

® participants had an average of two children, with the age
range between 10 and 26 years.

Group Location and Time

The group was held from 1100 to 1315 at the Fort Myer Officers'

Club in Arlington, Virginia on Wednesday, 18 July 1890. Lunch
was served to the participants during the discussion.



pPacility Description

The group was held in the Deavers Room of the Fort Myer Officers'
club. The table was arranged in a horseshce shape allowing
participants to see each other during the discussion. An easel
was placed in the center of the horseshoe and was used to capture
xey phrases and definitions for a number of questions.

Taping

The entire session was taped, in addition to transcripted by a
shorthand recorder. The tape recorder was also placed in the
center of the horseshoe. A copy of the notes are in Appendix B.




THE PINDINGS

The session was moderated by Ms. Avrit (MWRSPTACT) and observed
by Commander Kaloupek (NAVSUP) and Mr. Winters (AAFES). Two
representatives from the MWRSPTACT assisted in the session: Ms.
Kerry Lewis was the shorthand recorder and Ms. Beth Burris
summarized xey points for the group on the easel.

Predispositions

All group participants were cordial and several knev each oth
through their command positions. or

It was apparent that all of the Marine Corps and one of the Navy
participants had been thoroughly briefed by their staff on the
exchange consolidation study and their services' position.
cseveral of the participants had briefing and point papers with
them which discussed profit distribution and market basket price
savings between the exchange systems. Their preparation for the
session indicated their interest in the topic. Wwhile '
contributing positively to the group discussion, their individual
opinions as commanders may have been influenced to represent
their service's position.

Mr. Bob Cook (General Manager, Washington Area Exchange) and Mr.
Georgg guigley (Chief, Washington office), both from AAFES, also
attended. -

Summary of finaings -

This section will }ist each question from the Moderator Guide and
provide a synopsis of the focus group discussion. The guide had

four question sections: framework, command, policy, and future.

Pramewvork

[ what do you think is the mission of the exchange? Do you
perceive any differences in mission betveen the services?

The exchange mission is to provide quality goods and services at
discount prices. The exchange operates as a service to the
community and is focused on the needs of patrons. Most important
to the commander was that the exchange should serve the unique
requirements of the command and of the service. The exchange is
viewed by commanders as the mumbrella of quality of life
programs.”



. Does the exchange satisfy the mission needs?

A1l comnanders believed the exchange satisfies their mission
reeds. The Navy and Marine Corps representatives addressed
their ability to control exchange operations because of their
direct control. A Navy commander stated that "the installation
compmander is now tailoering services to meet the needs of the
local community.® An Army commander stated that he was "pleased
that the exchange willingly supports and is a positive influence®
on the community.® *

. Hov would you describe your relationship vith your base
exchanga? Is there a relationship? If there is, vhat kind of
relationship do you have? If you do not have a relationship,
should you have one? e

Each commander presented his perspective on the relationship
between command and the exchange. The Army and Air Force =~ "
commanders had a significantly different relationship with their
exchange than the Navy and Marine Corps commanders.

one Alr Porce commander stated that he had "a difficult time
differentiating whether the exchange manager works for me or o
not, however, (he) takes instruction from me and is an integral -
part of command." Both Army and Air Force. commanders perceive’
the exchange manager vorking for the installation commander, but.
also working for AAFES. Although they have no direct operational -
control over the exchange, they believe AAFES would take
corrective action if a problem occurred. All of these .
commanders believe the exchange manager to be an integral part of
the command.and the community.

An Air Force commander did express the concern that the exchange
manager is placed in a precarious position serving two masters --
the commander and AAFES. While he did receive the level of '
support he desired, his comment was that "the master that :
controls the performance ratings gets higher allegiance than the
master -who doesn't.® An Army commander stated that he vas happy
with the AAPES system for two reasons: first, he received money
for capitalization of other MWR activitles through the AAFEBS® =~ - %lir
program; and second, he was willing to give up some local control R
for professional retail management. : * :

The relationship between Navy and Marine Corps commanders and
their exchange is direct. Both the Ravy and Marine Corps
participants expressed satisfaction with their decentralized
structure and their ability to control exchange operations to
meet mission requirements.

The Navy commander sets policy and profit goals for the exchange,
in addition to writing the performance reviev of the exchange




marager. One Navy commander discussed his relationship with his
exchange officer and stated that he had an "excellent
reiationship with the exchange officer. If we have a
disagreement, he can stand at attention until he comes to an
agreement...(I) believe it is a benefit for me to write the
fitness report because Headquarters does not always respond fast
enough -- I have the resources to provide immediate support.”

The Marine Corps participants explained that they have totally
consolidated all morale, welfare and recreation (MWR) activities,
including the exchange. The commander writes the MWR director's
performance review, who, in turn, writes the exchange managers.

Command Questions

® Please explain the chain of command at your installation
regarding the exchange operation. How do you feel about this?

All commanders viewed the exchange manager as an integral part of
the command regarding MWR support and community activities. The
Navy and Marine Corps commanders have direct control over the
exchange operation, while the Army and Air Force commanders have
some control.

° What xind of reguests does the exchange make regarding
adainistrative or logistical support from your command? What do
you think about these requests? Do you think these requests are
reasonable or unreasonable? Is éxchange management generally
both receptive and responsive to command recommendations for
improving exchange operations?

For all services, the exchange makes similar requests for
installation services as other tenant activities. There vas
significant discussion regarding the funding of exchange facility
repairs. For all commanders, the funding for the exchange
repairs is in competition with other maintenance requirements.
The Navy and Marine Corps representatives prioritize work
requests for the exchange along with all others aboard the
installation. The Army and Air Porce commanders, similarly, have
to prioritize maintenance and funding. Several of these
commanders discussed the lack of funds for appropriated fund
maintenance and felt AAFES should have funding available to
repair facilities.



° How do you interface with exchange managesent regarding
opening and closing of facilities? Bours and days of operation?
Merchandise and services offered for resale? Facility access?
Dress codes?

For the Navy and Marine Corps commanders, the exchange control is
direct. These comzanders control the facility operation to nmeet
command and local market needs.

For the Army and Air Force commanders, the control is not direct,
with AAFES reacting to command requests., For example, one Air
Force commander wanted the exchange closed on Thanksgiving along
vith other base facilities. The AAFES policy, however, was to
remain open. Be stated that this dilemma put the exchange
manager in the middle of the commander ~- AAFES dispute. The end
result was that the exchange did not open on Thanksgiving, as per
the command direction, and the manager had to explain to AAFES
panagement about the loss of profits. Conversely, an Army
commander provided an example of an AAFES snack bar which was
selling alcohol to minors. AAFES reacted positively to the
commander and improved the carding procedures.

(] Are command and exchange coxmunication channels adequate?

All commanders agreed that the current command and exchange
communication channels are adequate.

. Do you Xnov hov your service distributes exchange profits
to you? o
All commanders werélaware of how their service distributes
exchange profits., There is a significant difference between the
four services' profit distribution methods.

/

Xnow the amount of money received from your base exchange for

your MWR program? If not, should you know? If yes, vhat is the
amount? .

All commanders could explain how the local MWR prograa is
supported by the exchange.

The Navy and Marine Corps commanders have the direct support for
MWR based on how well their exchange performed. A Marine Corps
commander stated, "wve decided, therefore we know." All
commanders reviewed monthly balance sheets and profit and loss
statements on their exchange.’
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The Army commanders receive a prescribed dollar amount per man

of exchange profits to support their MWR programs. The Air
Force comnmahders were particularly disenchanted with their Air
Force Headquarters profit distribution policy. Both Aray and Air
Force commanders would like to see a percentage of the bottomline
profits contributing to local level activities. These commanders
did not see either a balance sheet or profit and loss statement
on their exchange. Although these commanders stated they desire
greater control over the exchange operation, they believed,
Lhowever, they did not need to know the financial performance of
their exchange because it did not affect their profit
distribution. .

subsequently, the group discussed the relationship between
tacilities and profit aistribution. The AAFPES representatives,
Mr. Winters and Nr. Ccook, discussed that capitalization and
tacility construction apounts were not accounted for 1n the Navy
and Marine Corps profit distribution figures., Also, they
explained that capitalization was a significant AAFES policy and
should be included when making comparisons. An Army commander
stated that "good exchange facilities are across the board
because of AAFES.® He believed it was important to gsoldiers to
receive 1like facilitles, no matter where they served.

similarly, an Air Force commander believed that AAFES tacilities
were superb when compared to the other services. A Navy
commander echoed these comnmander's comments regarding AAFES
facilities, but felt that AAFES management prohibited incentive
to do better.

. Recognizing the_cbnpeting needs for exchange profit dollars,
are you satisfied vwith the equity of the profit distribution

with the exception_of the Air Force commanders, the participants
were generally catisfied with the equity of their preofit
distribution systems.

e Do you perceive that the profit distribution system provides
incentive at the local level to improve exchange service and
efficiency? If mot, vhat do you think does provide for local
improvement?

aAn Air Force commander stated that there may be greater
incentive at the local base level if tnere was someé share in
profits. Two of the Army commanders expressed their gatisfaction
with their current system. of these two commanders, one stated
his desire not to "run the PX at the local level® and the other
commander felt that he »3did not want the hassle of £illing
billets."
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ore Navy commander believed it was critical to maximize

incentive at the local level. He stated that "if doing well, all
share in the gain, and if not doing well, all share in the
failure.” The Marine Corps commanders believed there was
significant incentive at the local level.

° How well do you think your exchange serves junior enlisted?
Senjor enlisted? Officers? Pamily members? Retirees? Othersa?
(Reservists, Units, KWR activities)

The Marine Corps commanders believed that their exchange has good
rapport with all ranks and other community members.

Additionally, they stated that "the local coamander has the best
feel for the needs of the comnunity.®™

The Navy commanders belleved that their exchange operations have
improved significantly in the past two years vith the removal of
the "stovepipe.® Furthermore, a Navy commander stated the
exchange "tries to do the most good for the most people and can't
pake everyone happy."”

The Army and Air Force companders echoed the Navy commander's
statement regarding the exchange serving a wide and diverse
population. Overail, they were pleased with their exchange
operations.

® How are the exchange pricea? Is there a savings to the
customer? Is merchandise selection and availability adequate to
custoner needs? Is the quality of merchandise and custoser
service satisfactory? Are the facilities clean and attractive?

Is exchange -manag nt and employee attitudes customer service
oriented?

/I
There was significant group discussion on exchange pricing. All
commanders agreed that exchanges wyalk a fine line between
support and profit.® Additionally, they believed there is a
problem with customer perceptions regarding the exchange as a
benefit. The group did agree that "perhaps vs (command/service)
vere demanding too much from our exchanges to put into our MWR."

Overall, exchange pricing appeared to be reasonable to the
participants. An Air Force commander received the majority of
pricing complaints from the higher, rather than the lover grades.
An Army commander stated that he perceived that each time the
services received a pay raise, AAFES raised the prices. He
received many complaints from the community and believed AAFES
should investigate this practice. A Marine Corps coamander
stated that he believes he has "an ethical obligation to the
troops and is always doing local market surveys to adjust
pricing.”
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° Doeg your command have customer advisory meetings? If not,
should you have these meetings? If yes, hov frequently are these
zeetings scheduled? Are the recommendations of these meetings
acted upon?

All commanders stated they have regularly scheduled custonmer
advisory meetlings.

° Do you receive support from the Beadquarters, or regional,
level of your exchange system? Do you feel you have access to
this level?

a1l commanders stated they receive support from the Headquarters,
or regional, level of thelr exchange system. Additionally, they
all felt they have access to this level.

Policy Questions

. ¥hich is more important when serving the military member:
savings at the exchange (for thae individual customer); or, a
viable and financially healthy on-base MWR program (i.e. child
care, base gym, etc.)?

A1l commanders agreed that these were not mutually exclusive,
put rather, are complementary. A Marine Corps commander stated
that "service versus making the biggest dollar is a balancing
act."

° what do you think your customers are most interested in from

the exchange: savings at the exchange; or, funds for a viable
MWR program?

/J
All commanders stated that they do not believe customers
understand the relationship between the exchange and MWR. All
Arpy commanders agreed that customers most likxely would rather
see a tangible benetit, such as savings at the exchange.

. 18 your exchange construction program responsive to coxaand
requirements? Do you feel the amcunt invested in exchange
facility construction is adequate and appropriate?

All commanders believed that the exchange construction progras
was somewhat responsive to comnand requirements.
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Future Questions

° Based on your experience with your exchange system and what
you have heard today, do you think the exchange systems should be .
fonsolidated? If yes, what vould be the primary benefits and

what should the consclidated management structure and operation

look lixe? If you think the systems should not consolidate, why?

Do you perceive any overriding disadvantages?

Fach commander presented his perspective on the possible
consolidation of the exchange systems. The overall group
consensus for consolidation was not favorable. In a votes of the
10 commanders, seven were against the proposed consolidation, one
was in favor, one deferred decision, and one did not vote. Most
commanders did believe savings could be realized with
consolidation through the reduced duplication of personnel and
increased buying power.

Both Navy and Marine Corps commanders addressed the severes
financial shortfall to their MWR prograns if consolidation vere
to occur. The predominant feeling among these participants was
stated by a Navy commander: sif it's not broke, why fix it?® A
Marine Corps commander defined the difference between
consolidation and centralization. He supported consolidation as
innately good with the elimination of overhead. He viewed the
proposed consolidation of the exchange systems as centralization
and innately bad because it would remove his decision-making
authority. As such, he believed his ethical responsibility as a
commander to his troops would be compromised.

An Army compander stated that he could not foresee consolidation
of all the services due to the differences in mission. Another
Army commander pelieved their relationship (AAFES and Aray) would
deteriorate because if all cervices were consolidated, it (AAFES)
would become more centralized. He added that he bellieved
exchanges should not receive any appropriated fund support and
that the mission of the military is not to run a business.
Another Army commander viewed the consolidation initiative with
the quote, “"We know the cost of everything, but the value of
nothing.* He believes that ve (the services) have the potential
of losing the value of wvhat ve ars trying to do for the community
with consolidation. He did feel that something needs to be done
to save money throughout.

while one Air Porce commander believed some consolidation could
produce savings, he had great "trepidation with what may happen
though. He felt that ®all super supply organizations have been
ineffective.® Ris fear was that AAFPES would develop similar to
the Government Services Adainistration, Defense Logistics Agency,
and others.
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® As a commander, what type of relatijonship should you have
with your exchange if consolidation occurs?

This question was not discussed at length due to time
limitations. .

. How should the profits be distributed to morale, wvelfare
and recreation (MWR)? How wuch?

All commanders agreed that profit distribution to MWR had no
relation to the consolidation. The commanders viewed this issue
as an individual service headquarters decision. An Army
commander did state that "a bigger pieca of the action needs to
go directly back to the installation."®

1s
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Armed Forces
Military Exchange Consolidation
Task Foerce:
Jones Commission II

Verify participants are in the proper group. Distribute name

tags/cards for first name only.
Introduction

"Hello. My name is Tamra Avrit and I'm the moderator
today. We will be here for lunch, about two hours. The purpose
of today's meeting is to talk about an aspect of your military
benefits.”

*I am a marketing specialist with the Marine Corps,
however, for the purpose of this session today, I am with the
Department of Defense. Please feel free to make any positive or
negative comments about anything that comes up in our discussion
this morning. My job is not on the line today -- and I don't
have anything to sell, Say whatever you like about our topic as
long as it's true for you. Today, our topic is military

exchanges.

Lieutenant General Donald Jones, the Deputy Assistant

Secretary for Military Manpower and Personnel Policy, is chairing



a task force which is conducting a baseline assesszent of -

military exchanges. This task force was directed by the ChaH‘f

Services Comnittee, Congressman Marvin Leath. You were invited ‘
LEv
to this session to give your opinions, as an installation B
commander, on your exchange and exchange system. Your input 1.

inportant to this assessment.

We have representatives from the Army/Air Férce; -
Exchange System (AAFES), Marine Corps Exchangé (ch)r.and'thﬁi
Navy Resale and Service Support Office (MAVRESSO) herae to‘ﬁeag

what you have say.

ou U

"Before we begin, however, ve need some ground’ rulés
for our meeting.

Please talkx one at a ‘tine and in a voicc as loud as
mine. This session is being both taped and recorded by our
shorthand secretary -- only to assist in ocur raport wiit;;;. 3
Everything you say is contidential. 7

I need to hear what everyone has to say,‘ﬁﬁt jéﬁiﬁbjt

not need to answer every question. You do not need to addresl

all your comments to me to get theu on the table for discussion.y

J\| 2w lrl



You can respond directly to scmething else that is said, but
avold conversatlions with your neighbor. .Say it so we all can

hear.

We will observe the no smoking rule during this

session.

There are no right or wrong answers in vhat we are
talking about today. I need your different points of view
expressed in our session. Have the courage of convictions, even
if you are the only one in the group that feels that vay. There

pay be other commanders like you outside of this room.

Most importantly, each commander hers is as 1nportant'
as the other in this DoD study. Similarly, each exchange systea

is as important aézphe other.

-~

/
Finally, rank is to be left at the door."

Self-Introductions

"pPlease introduce yourself to the group and tell your
first name, your installation, and how long you have been thaere.



Erapework Queotions

. To begin, what do you think is the mission of the exchango?'w

Do you perceive any differences in mission between the services?
'Y Does the exchanqe'satisfy the mission needs?

® How would you describe your relationship with your base
exchange? Is there a relationship? 1If there is, vhat kind of
relationship do you have? If you do not have a relationship,
should you have one? I would like to go around the table and
have each commander briefly address their relationship.

Omma ue

@  Please explaiﬁ the chain of command at your installation

/J
regarding the exchange operation. How do you feel about this?

® What xind of requests does the exchange make ;egardihg

administrative or logistical support froa your command? What do T:ﬂ‘” i
you think about these requests? Do you think these request.'ar.r L

reasonable or unreasonable? Is exchange management generally

both receptive and responsivéAto command recosmendations for

improving exchange operations? g;f:




0 Hew do you interface with exchange managezent regarding
opening and closing of facilities? Hours and days of operation?
Merchandise and services offered for resale? 'Facility access?

Dress codes?
® Are command and exchange communication channels adequate?

° Do you knov how your service distributes exchangs protits
to you?

[ can you.explain how your local morale, welfare and
.recreation (MWR) program is supported by the exchange? Do you
know the amount of money recelved from your base exchange for
your MWR program? If not, should you know? If yes, what is the

amount?

° Recognizing the competing needs for exchange profit dollars,
A
are you satisfied with the equity of the profit distribution

system?

. Do you perceive that the profit distribution system provides
incentive at the local level to improve exchangs service and
efficiency? If not, what do you think does provide for local

improvement?



* How vell do you think your exchange serves junior enlisted?
cenior enlisted? Officers? Family pembers? Retirees? Others?

(Reservists, Units, MWR activities)

° How are the exchange prices? 1Is there a savings to the “ _
customer? 1Is merchandise selection and availability adequate'tof.quf
customer needs? Is the quality of merchandise and customér |
service satisfactory? Are the facilities clean amd attractlvo?ﬂ_ :

Is exchange management and employee attitudes customer servics

oriented?

e Does your command have customer advisory meetings? If not,
should you have these meetings/ It yes, hov frequently'aré'these fﬁﬁlgq
meetings scheduled? Are the recommendations of these meetings |

acted upon?

° Do you receive support from the Headquarters, or regional,
Y e .
level of your exchange system? Do you feel you have access to

this level? g v .




Policy Questions

[ which is more important when serving the military member:
- Savings at the exchange (for the individual customer)
OR

- A viable and financially healthy on-base moralse,

welfare and recreation (MWR) program (i.e. child care, basa gym,
aetec.)

° what 40 you think your customers are most interested in fros

the exchanga?

- Savings at the exchange

OR

- _ Funds for a viable morale, welfare and recreation (MWR)
progran.
) Is your exchanfge construction program responsive to command

requirements? D& you feel the amount invested in exchange

facility construction is adequate and appropriate?



tu yestio

nThe future structure of our exchange systems may bc“
drapatically different from what we have been discussing 80 faf
this afternoon. One of the alternatives the DoD Task Force is
reviewing is the consolidation of all of the exchange systems
into one systea ~- similar to the recently announced

consolidation of the four services' commissary systous.

® Based on your experience with your exchange systea and what .
you have heard today, do you think the exchange systems should be
consolidated? If yes, what would be the primary benefits and
what should the consolidated management structure and operatioﬂ
look like? It you think the systems should not consolidate, vhy?
Do you perceive any oyerriding disadvantages? I would like to go
around the table aﬁd have each commander briefly give his |
perspective. " ;
A
® As a commander, what type of relationship should you have

with your exchange if consolidation occurs?

e  How should the profits be distributed to morale, velfare
and recreation (MWR)? How ruch?




;]QSU:Q

"Is there anything else anyone would like to say?

I appreciate your time and insights. Your opinions as

commanders are important to this study. Thank you."
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POCUB8 GROUP
ARMED FORCES
MILITARY BICEANGE CONSOLIDATION
TASK FORCE:
JONES COMMISSION II

MIBSION OF EICHANGE

USA 2: Multi-service agency, department store with services. We
should have the same privileges and benefits and reap the same
rewards

yYsSMC 2: Should serve the unique reguirements of their command.

USN_1: Centerpiece of the umbrella quality of life progranms.
It's the draving card that brings them all in. Tailored to fit
local area.

USA 2: Echoed Navy comment--one stop shopping concept.
USAF_1: Superlor service, quality géods,‘discount prices.

ysA 3: Focused on needs of patrons--customer satisfaction--under
continuous evaluation.

ysh_1: Exchanges also have larger responsibilities like
apusement, recreation programs, and food and beverage. Allows
the commander to provide a service without the worry of
management. Consistent policy all stores run the same at AAFES.
AAFES has other initiatives to include theatres and Class VI
management. : .

GATISFY NEBDS ' ¢
ysa 2: Yes. <

: Yes, particularly the last two years, after the stove
pipe was removed. The installation commander is nov tailoring
services to meets needs of local community. Because of this,
sales have increased.

USA_3: Exchange manager sits in on staff meetings and believes
he receives a gain from this. For exanple if they want to give
something away or want to give something to an activity the
exchange willingly supports and -is a positive influence on the
community. Although we do not have the niceness of control,
because he does not work for us, we do have some say on how he
performs.

: Yes, this is under the commander's control--do not want
to change.



RPLATIONSHIP WITH BASE BEXCHANGE

USN 2: We own the exchange manager, he reports to us. We set
policy and profits. ‘

USAF 2: Have a difficult time differentiating whether the
exchange manager works for me or not, however, takes instruction
from me and is an integral part of command. Anything 1. need.or
the community needs, he gets easily. Attends staff meeting and
contributes a great deal. Believe there is no difference in
whether he works for me or whether I give operational guidance.. . .
1f I felt he was not doing the job, I believe AAFES HQ would . PORNY
remove him at my request. A benefit of AAFES is that I don't S
have to be concerned with the management of employees. ‘With: ' ..
regard to community needs, I am apazed at the number of times’
AAFES passes the decision making to me. : S

USA 2: Echoes relationship as USAF 2 and added that he u$e~t6 : ,
wish he had the control the USMC and USN had. But on further RERE AT
thought feel it has not been a problem--they take marching orders: = i

from us.

USAFP 1: Has a positive feeling on AAFES. Bas a good
relationship with manager, he sits in on staff meetings--and -
heads an advisory council. However, feels it could be improved .. ...
to a degree. Do not have operational control, not consulted on
everything that effects the community. Sometimes this puts-the e
exchange manager in a precarious position., Scmetimes he has to . 134
cerve two masters. The master that controls the performance .
ratings gets higher allegiance than the master who doesn't.

USN_1: Exceileﬁt.relétionship with exchange officer--if we haQ§ f
a disagreement, he can- stand at attention until he comes to an - *
agreement. However, bottom line profits is not the only =

criteria. It's the product--if we make the best proquct}gpfoffés”_"F"
go up. If I have a meeting, the exchange officer and the:MWR.: _ . :
director are in attendance--their role is complementary. The ey - «vid:
{s to establish a working relationship, that's vhat makes MWR" .« |
vork. Believe it is a benefit for me to write fitnesa report. -

HQ does not always respond fast enough--I‘have the resources to
provide immediate support. U i

YSMC 1: Have the ideal relationship with exchange officer..
Works directly for me. The ldea of serving two masters-is:too . .
complicated for the USMC. In the USHC ve have the responsibility . i
to support each other. I'm here for him and he's here for me. <.
Have open, direct communication to respond to ethical needs of« ‘

¥arines.

: The HASC requested the USMC to consolidate and-wé‘did":'

that. MWR comes under an 06 (Col). I write his fitness reportiﬁ “y”T‘
and he writes the exchange manager's. If we have unique - o et "




Happy with the system for two reasons: (1) Benefit from
the AAFES program because we get money for capitalization of
other MWR activities. (2) Willing to give up some local control
for professional management. I do not have to worry what is on
the shelves--have 2 professional manager making that decision.
only thing not on board with AAFES is their contracting., I must
go through a middle man to get things done. (Described a
situation of wanting to build a Burger King that had been delayed
for two years because AAFES had signed a generic contract for
fast food operation construction that was not conducive to local
puilding restrictions.) 1 could do better on fast food outlets
if I did not have centralized role of AAFES.

psN ): Big difference in the Navy. Can get a fast food
operation done in 180 day. Don't have to worry with the
congressional jnterference because use local contractors.

UsA 1: Dialogue vith local management is outstanding. Execution
of dialogue runs from poor-fair-to pretty good. Biggest concern
{s with clothing sales--management from AAFES not to good.
Service provided to other services is not good. Also concerned
about environmental issues (1eaking underground gas tanks)
believed AAFES not online with environmental issues. Agreed with
USA 3 on contracting and offered an example about the greeting
card section of the exchange. Customers complained about it
often and was frustrated because he could not do anything about
it.

USA 1: Agreed on contracting problem at AAFES. Menticned
greeting cards, dry cleaning, laundry not peing responsive to
jocal needs (no unit funds). Would like some immediate return on
sales such a video game income to support local requirements such
as recognition days,, and support of sister services. Has net
continual resistance--they have resorted to car washes and bake
sales to raise money to support community needs.

USA 2: Countered USA 1 comment saying unit fund not required.
If it was done away with it someone made the decision to do it.

USA 3: Bave a problem with AAFES on promotional sales. Often
{tens listed in sale pamphlet are not in stock at the time of
sale. They are then left to face the customer.

USN_1: Offered a contrasting comment whereby he utilized a
vacant building on base and converted it to a furniture store
utilizing self-help programs. These kxind of instantaneous
decisions are made in the Ravy.

pSMC ). Sensitive to the vord "service.® Gave an example of
opening activities that did not guarantee a profitable return.

3



He felt it necessary to open the activity to demonstrate we care
and can provide a service to the Marine. They do not have to
through higher echelons because they have control of situation.
can be immediately responsive.

USA_1: Had problem with AAFES not being sensitive to all grades
in the community. Would desire other than executive level
dialogue input to AAFES.

UBSTS GARDING R

USA 1: Provided an example of dilenma of trying to provide
maintenance support to the exchange (1.e., air conditioning
repair) but being restricted by lack of funds. Felt AAFES should
have a pot he could draw from to repalir things with.

USA 2: Reported that installation maintenance staffs wvere going
away to add to the lack of funds issue.

. Described that he could quickly rearrange priorities to
get needed support.

pSAF 1: Said it could do it too but did not have the funds to
support and also felt AAFES could offer support.

psN 1: Sald he owned the APF to make that decision.
Installationlcommander set priorities of mission.

gSN 2: May have the money may not have the help to repalir itenm.

USAF _1: Agreed that they also »own® it and can pake decision to
fix item if there are funds available.

UsSMC_1: Belleved the éﬁestion was not applicable to USMC.
Reviewed the requests: for work--mission comes first.

UsA 2: Limited in what they can provide. Cannot cut into the
mission requirement.

gSN 1. Takes on issue by issue.

. HPave in-house work force under the consolidated MWR
system that does not have to vait for contractor--has the

resource. If the base decides down the road to take on a project
to assist, they do.

USA 2: They do not let us have in-house maintenance work force.

B wI G
USHMC 1: ﬁas a two-way street with exchange offer. Happy with
4




the relationship.
USHMC 2: Have complete control.
USN_1: No problem with the Navy.

YSN_2: Exchange working directly for us we have 51% of the vote
on what to do with it.

USAF 1: AAFES has been responsive to commander desires.
Bowever, gave an example of wanting to close on Thanksgiving and
this put the exchange manager in the middle of commander-AAFES
dispute. The manager had to explain to a higher HQ about loss of
profits.

USA 3: Although route may not be as direct as USMC and USN,
AAFES does react to requests. Gave an example of a snack bar
selling alcohol to minors and had to shut them down for failure
to improve carding procedures.

gSA 1: Again discussed AAFES' lack of environmental concern.

PROPIT DISTRIBUTION

USAF 2: Would like to see a percentage of the bottomline.
Higher HQ taking a greater share of profit. Would like a greater
share. '

USN _1: Our distribution is determined on how well the exchange
is doling. .

USMC 2: Provided per capita quotes per service.

+Discussion ensued on per capita distribution to the services
with all participating.

USN 1: Believed it was critical to paximize incentive at the
Jocal level. If doing well all share in gain if not all share in
failure. .

USMC 1: The local commander sees the balance sheets has much as -
he wants. Based on this, he becomes involved in determining who
gets what. They also pass profits to a central pot to support
other installations. It is a credibility issue with the Marines,

they don't mind passing money to other Marines but do not want to
support others. -

s#a discussion ensued on profit distribution at the services with
conversation focusing on capitalization and construction and how
it is fractored into financial picture.

5



EOW I8 LOCAL MWR SUPPORTED BY EBXICEANGE

JSMC 1: We decided, therefore we know.

USA_3: Receive strong support. Have good facilities across the
board because of AAFES. It is important for all soldiers to
receive like facilities. However, would lixe to play more in the
decision on facilitles more.

s+ +The moderator interrupted the group to ask who sees profit and
loss statements. Results:

Army: No (see annual report)
Marine Corps: Yes

NHavy: Yes

Air Force: No (see annual report)

USAF 2: Policy of profit distribution set by AFHQ. Doesn't feel
he needs to know because he will continue to receive the same per
capita figure--no changes due to increased sales.

. Liked USMC/USN control conversely felt facilities were
better on AAFES side.

USN_1: Agreed facilities were better, but felt AAFES management
prohibited incentive to do better.

a#Discussion ensued on AAFES/USMC/USN incentive programs.

B8 OF1 ISTRIBUTIO ROVID NCENTI

USMC 1: Yes ER

USA 2: With manpower being cut, does not want the hassle of
filling billets.

USA _1: Does not want to run the PX at local level. Satisfied
with equity.
SERVICE TO NILITARY NEMBER

: They have a good rapport with all ranks and other

community members. The local commander has the best feel for
needs of community.

USN 1: Could be better but thinks it has improved since the
stovepipe was removed.

USN 2: Try to do the most good for the most people--can't make
everyone happy.

6




USN 2: Try to do the most good for the most people——can;t zake
everyone happy.

USA 2: AAFES was not as responsive, however, has improved. Look
forward each year to the yearly gripe session AAFES holds.

Talked about complaints on how pay raises effect prices at
exchange. Received alot of complaints from the community and
felt AAFES should look into it.

USN_2: At the USN if prices are too high, they can role them
back to serve the pecople.

+ Received the most complaints from higher ups in the
service on prices than the lower grades.

USN _2: Felt the problem was associated with customers perception
that it is a benefit. Exchanges are forced to compete with chain
store prices. Exchanges have to walk a fine line of support a:
protit.

USA 3: Felt perhaps we were demanding too much from our
exchanges to put into our MWR. Army needs money from AAFES
thereby driving the prices.

USMC 1: Believes he has an ethical obligation to the troops but
is always doing market surveys to adjust pricing.

USN 1: Agrees with Army's need for money. Believes, however,
that you have to strike a happy mediun between price and service.

USAF 1: Beligved.AAFEslpricing was ok but contracting could be
improved. N

USA 3: Not happy with AAPES contracting.
/J

ax2*Discussion ensued on customer savings realized and return of
assets by services.

USMC 2: Quoted AAFES vs MCEX savings based on a recent survey.

USN 2: Not mutually exclusive.

USMC 1: Service versus making the biggest dollar is a balancing



increases are imrmediately passed on to custoxer. Wwhen a price
increase is received, he dces not think it fair to mark goods on
the floor - received at a lower price - with the increase.

INTEREST FROM TEHE CUSTOMBR ON SAVINGS V8 MWR PROGRAM

USA 3: Customers do not understand relationship.
USN 1&2: Customers do not understand.

USAF 1&2: They do not unde{stand connection.
DSA 1,2&3: Only look at what's in hand.

CONSTRUCTION
SA §2: Acceptable.

USA_1: All areas acceptable except contracting.
USN_1: Discussed third party tinancing.

EXCHANGE CONSOLIDATION

USN_2: Believes savings can be realized with reduced duplication
of personnel and increased buying power. However, believes
bigger is not better. The loss of local control prohibits
consolidation.

USAF_2. With consolidation fear the AFHQ would still control the
money. If it meets the needs of everyone then that would be
fine. However, believes bigger is not better.

USA 2: Does not have a hang up with consolidation, but would
like more local input. (Later USA 2 added that he thought
consolidation means to him AAFES (Army and Alr Force) staying as
it is with USMC and USN staying separate. Belleves USMC and USN
mission is unique.

USAF 1: Believes consolidation is inevitable and can produce a
savings. Has a great trepidation with what may happen though.
All "super supply organizations" have been ineffective -- fears
AAFES will go the way of GSA, etc.

USK_1: Would like to see list of billets to be deleted due to
consolidation before consolidation. Believes it would be
disastrous to quality of life programs. Further effects would be
felt from the lost manpower. Their programs are built to
complement APF and profits received. Believe consolidation would
reduce income.




wWhy are we consolidating? What's wrong? Why fix ie?

ysMc 3: No consolidation! Wwhy fix it? Navy and Marine Corps
ecstatic with operation. Believes there is an inherent
difference between consolidation and centralization.
Consolidation innately good--elimination of overhead.
Centralization innately pad--taking decision making away. Loss
of flexibility and control would be less responsive to the
troops. This is an ethical situation.

USMC 2: Perceives no penefit from consolidation except that
AAFES could continue their operations without reducing staff at
the Readquarters because of installation closure in Europe.
(Discussed the location of AAFES HQ compared to Congressman
feath's district.) Fears it would result in dictation from the
top, killing of incentive causing the organization to become
mediocre, staff apprehension due to prior consclidation would be
devastating to the morale. If we did consclidate, we would not
get more pack--instead of increasing our per capita share it
would decrease.

Ush 3: If the Navy and Marine Corps consolidate with AAFES
believes thelir relationship (AAFES and Army) would deteriorate
because it would become more centralized than it already is.
However, added (1)} believe strongly as a tax payer exchanges
should not receive APF. (2) Believes the mission of the military
{e for "killing™ not trained to run a pusiness. Believes
military should get out of the business altogether. Exchange
system should pay its own way.

USA 1: As a garrison commander, not ready to sign up for
consolidation but does not want to close the door. Big fear is
that as we continue to-lose resources we are beginning to hear
the quote from the 60's "We know the cost of everything, but the
value of nothing." When we lose value of what we are trying to
do for the community then ve need to get out of the business.
Bowever, we need to do something to save money throughout.

DI8

USA 3: -Agreement should come before consolidation--what the
split is and how far down it goes. Need a bigger plece of the
action going directly back to the installation.
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Saies By System FY 89

. AAFES B8

$576.4

Y.

/

7 CTNEX 200%
e $ 187.4

Systems Sales $ 815.6 M

o Armed Forces Exchange Services
Direct Operated Food Sales - FY 89

ra

A

AAFES 84.4%
$563.7
MC 7.8%
$ 22.2
NEX 12.3%
$ 82.1
. Direct Food Sales $668.0 M ATTACHMENT |

F-1



AAFES 3B8.6% |
proeie?74.9
% to Sales 13.3%

| MC -3.45
$..9 Profic

Z7 NEX 10.42%

$9 prorie
%X to Sales 11

Total Direct Profits $86.8 M

Armed Forces Exchange Services,

‘Concession Food Profits- FY 89

-

A

B AAFES 12.5%
A s 2.1

NEX 63.5%
$10.6

MC 24.0%
g 4.0

Concession Food Profits $16.7 M

F-2

% to Sales 13.06X
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Concession By System Food Sales FY 89

NEX 71.3%

£105.3 AAFES 8.6%

$12.7

MC 201%
$ 20.8

Concession Food Sales $147.6 M

Armed Forces Exchange Services
. Profit By System FY 89

s

/

AAFES $77.0
74 4%

NEX $19.6
18.9 x

MC $6.9
6.7_:

o Systems Profits $ 103.56 M
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Ltn Ccn- hthony Lukazan ; . i
Deputy Assistant Saecretary of Defsnsa NI
Military Personnel end Yorce Managemant
Dapartmant of Defanss .
Room 3C$63, The Pentagon "
Wishington, D.C. 20301 :

Dear General Lukemant

Thank you for your lettsr of April 10 vhersin you provided the Horale, .
Welfars and Recrsation Pansl with an assessmant of the operation of fast-food
restayrants on military bases and the overall corporata strategy for operating
and contracting for these rastaurants.

This report and subsequent panel hsarings demoristrata that the introduction
of fast-food restaurants on-2ilitary basas has desn a clear success. Thess
restaurants are sxtremely popular with our servicemsn and women serving around
the world., They operats at virtually no cost to the taxpsysr while providing
needed employment for thousands of family members. Additionally, the profits L
from these opevaticons make’a major financial contribution to our armed services '
nocale, welfare snd recrsation (MWR) programe. The pansl has deen impressed :
with the Bpeed dnd low &ost $nvolved with the construction of these facilities
and the perasvezance and innovation exarcised by the exchanga services in :
providing thass opsratiens to our military parsonnel serving is remots and - BRI
ovarseas Jocations. While the program has its sdvantages, {t has been subject ' o,
to criticism and delsy due to the impact upon fast-food franchizes in B
compunitles adjacent to military installations. -

Therafore, the panel authorices post construction of fast-food restaurants
on militacy installations, ss outlined on the sttached listing, and tecosmends
the followving: .

1. The Department of Defense is urged to limit and control the

« - prolifaration’ of Tast food and other franchises to avoid having the "fast-food

strip” offect on military bazes. The armed services exchanges will be th
contracting suthority for fast fo N continug to review
ast-food restaurant constructicn 8s part of ths annual nonappropriated fund S -
constructicn review, Jor inatallacicas that can support multiple-fast-food - ° S
restaurants, praferencs should ba given to offering othar types of fagt food. . o

- — L

- v
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2. In the Jutur.;‘COHCQSSIOﬂ coperstions ara gr!!%r;gd for military daseg
in the Unjted Statey., Jor overseas bases, direct exchange sarvice operatipn ig

the prafarred methed sven 4f this {nvolves having on n
operats a franchise at a wilitary {nstallation of snother armed service. Where
this 73 nol attainable; Thd exFhange services should maks svery effort to gvard
these contracts.ts American investors. Additionally, the panel prefers that
products offared sre purchised from U.S. seuyrces, .

3. Ratall prices for fast-food restaurants on military bases in the Unitad
States vill be domparable to prices charged at fast-food restauranta operating

in communities sdjacant to military bases.

Tha fannl appreciatas your ccoperation and lnvolvenenttytth this important
prograa. :

Stncerely,

Dan Daniel
.- Chairman
Subcommitteq on Resdiness

DDisrkl
Attachment




NAVY RESALE
FOOD SERVICES

Store Operations
/ . D- - .m
(SOD)
Store Operations
Division Deput
_(SODD)
Automotive, Food Services Retail Stores Vending, Laundry,
lized Servi . A Dry Cleaning
. Amusements
(SOD1) (SOD2) L (S0D3) {SOD4)

TE-5 ATTACHMENT &
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REGIONAL ORGANIZATION CHART

NAVRESSO

MAJOR
INDEPENDENT
RESALEACTS

| : FIELD
- SUPPORT
OFFICES

RESALEACTS

OPERATIONAL FUNCTIONS -

POLICY & PROCEDURE

/

GUIDANCE & SUPPORT

IMPLEMENTATION

r

e e

NAVRESSO .
SOoD2
BRANCH MANAGER

TRADITIONAL FOOD SPECIALISTS
IN-HOUSE FRANCHISE SPECIALISTS

FIELD SUPPORT OFFICE

EXCH OPER DEPUTY DIRECTOR
REGIONAL FOOD MANAGER/
SERVICES OPERATIONS SPECIALIST

RESALE ACTIVITY

FOOD SERVICES MANAGER/
SERVICES OPERATIONS MANAGER
POOD SALES MANAGER

dntn: 13pul



OPERATIONAL FUNCTIONS

POLICY & PROCEDURE NAVRESSO
-7 SOD2

BRANCH MANAGER
TRADITIONAL FOOD SPECIALISTS
IN-HOUSE FRANCHISE SPECIALISTS

GUIDANCE & SUPPORT FIELD SUPPORT OFFICE

EXCH OPER DEPUTY DIRECTOR
REGIONAL POOD MANAGER/
SERVICES OPERATIONS SPECIALIST

IMPLEMENTATION RESALE ACTIVITY
POOD SERVICES MANAGER/
SERVICES OPERATIONS MANAGER
FOOD SALES MANAGER
STORE OPERATIONS DIVISION
FUNCTIONS:

. DEVELOP SERVIC'B MERCHANDISING STRATBGIES
/
. ESTABLISH SERVICES PRICING POLICIES

. ASSIST DEVELOPMENT OF OPHRATING GOALS

. ANALYZE OPERATING PERPORMANCE

« PROVIDE ASSIST VISITS TO FS0'S / RESALE ACTIVITIES

« ASSIST "GET WELL" TEAMS TO TURN AROUND AILING STORES

. ASSIST FACILITIES DIVISION WITH INTTIAL PLANNING FOR NEW
CONSTRUCTION / RENOVATIONS / BQUIPMENT RBQUIREMENTS




STORE OPERATIONS DIVISION

SIGNTIFICANT RELATIONSHIPS:

. COORDINATE WITH MERCHANDISING, SALES PROMOTION, FINANCIAL

MANAGEMENT, CONTRACTING, PACILITIES AND OTHER NAVRESSO
DIVISIONS

. MAINTAIN LIAISON WITH NAVAL SUPPLY COMMAND, NAVAL
MILITARY PERSONNEL COMMAND AND FIELD SUPPORT OFFICES

' . MAINTAIN CONTACT WITE MANUFACTURERS, SUPPLIERS, INDUSTRY
AND PROFESSIONAL ASSOCIATIONS

* HASC GUIDANCE

CONUS:
ALL NAME BRAND FAST POOD OPERATIONS MUST BE CONCESSION

OVERSEAS:
NAME BRAND FAST POOD MAY BE DIRECT-RUN OR OCONCESSION

ALL AREAS RBEQUIRE PRIOR HASC APPROVAL



FOOD SERVICES PROFILE

. DIRECT RUN OPERATIONS: 461 OUTLETS

SNACK BARS 171 VIE DE FRANCE

BOOD CARTS 13 SANDWICH DELI'S
CAFETERIAS 51 COMSTOR DELYI/BAKERIES
PIZZA SHOPS 9 ICE CREAM SHOPS

MOBILE CANTEENS 46 BAKE SHOPS

KIOSKS & CUBES 25 MISC FOOD OUTLETS
WENDY'S 1 SCHOOL LUNCH PROGRAMS

Note: Catering available at esch Resalesct

. CONCESSION OPERATIONS: 72 OUTLETS

PIZZA SHOPS _ 7 MEXICAN SHOPS
WHATTABURGER 1 CHICKEN SHOPS
MCDONALD'S 52 SUB SHOPS

BURGER KING ' 4 HOT DOG SHOPS

. WENDY’S
. TEN YEARCONTRACT

. FRANCHISES OVERSEAS
INITIAL FEE: $25,000
. ROYALTY FEE: 5%

. STORES

. NAPLES, ITALY .
OPENED: AUGUST 1988
SALES: $1.8 MILLION
NET CONTRIBUTION: $300K

SIGONELLA, SICILY
SCHEDULED OPENING: NOVEMBER 1990

F-9
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NEX RO UIO I RIDY LININ 3 Vivvi
/ wW.2%
100%

F:Avnesso - &0%
oT%
*

100% NMPC

100% ]

MAJOR - 265%
CLAIMANT

LOCAL
COMMAND | 25%

: MCDONALD'S
. SALES HISTORY

FY 87 FY338 FY89

SALES ‘ 80.7 83.6 88.1
COMMISSIONS 8.4 8.8 10.6
104% 10.5% 12.0%

Note: Amounts in $Millions



FOOD SERVICES
SALES AND NET

FY87 FY88 FY89

. SALES

DIRECT 85700  84.300  80.300

WENDY’S FRANCHISE 1.000 1.800
. CONCESSION _ 102.000  97.400  105.200

‘. NET CONTRIBUTION

. DIRECT ~ 11.000 9.900 8.700
.  WENDY'S FRANCHISE 0.158 0.311
. CONCESSION - 9.600  10.300  10.600

Amounts in $Millioas

RESEARCH AND DEVELOPMENT

. IN-HOUSE Faﬁncmsma

HOT DOG CONCEPT -
. OUTLETS: CARTS, KIOSKS, POOD COURTS
. AVERAGE UNIT SALES: $85,000 / ANNUM

. PIZZA CONCEPT
. OUTLETS: EXPRESS MENU (SMALL STORE), FOOD COURT,
FULL MENU
. AVERAGE UNIT SALES: $360,000 / ANNUM

. MENU/RECIPE DEVELOPMENT, EQUIPMENT TESTING
. BY BUSINESS MANAGER ON LOCATION
. - NOT CENTRALIZED '




BUSINESS MANAGER CONCEPT

MARKETING AND
OPERATIONS DIRBCTORATE

|

OPERATIONS
DIVISIONS

FOOD OPERATIONS
BRANCE

PIZZA MANAGHR

11— —H

L_ L. SRS R RN

F-12



lefer., -Tus Commicoin 11 Stuty Groop = D, Fuod Fmint nt-Sale System

Geda Food Puint-nf-Gale (FROS) System

istory: In support of the ANFS comibtmmit to Durger King fra‘rchi:q-‘ﬁl-
ondeavors, 8 FROS spevilication was rapidly parewed in late 1-H4, 2
contract was nltimately icmumd T Hgin Reeda Tic, for the procurerent of
IS0 systams, for@ or leass theosh 1509, Of tre 450 systoms, - 189 ware
srsignated for fewreMse operatior ~n 145 for rogular Poosd r-pofatia'jﬂ.
Rea) ting systom Is vefersad to o2 Simda Binass Systems (S&35) and is in
wee in all Ruger ¥ang/Popoves framwhiss operations upaned to date. Wi Lh
hardwar= g0 ftware warranty service  throwgh 1v4 a6 contained in the
controck.

-

1. Prosont ERE gituation

Treww ara currently 153 ative Seada FRS syobeis) 1% locatod in
Burger Kingd., 1 In Fepoyes framchi=w: tferationes and 16 Lraining
cystom. Sweventesn (17) Sweda mystars ars scheduled o te installed

during FY M.
?. Oystom Coputilities

3. Ccrl:vptl -

.

Ire manager workatetion, referred tn s tp SRS {(Seeda Business L

Gywtumn), is 2 ctorw levnl corputer which proviiise managerent
o149 ATTACHMENT 4' :




i frarmation anrd rersc ba 3t etore (0wl routicely or o8 Janmand.
IFig imforaatiay v bLasel oo sales Aata pollea from the LAY
¢ 3ot rivgistor By3ted, TaNrCLrs cntorat on the Pactaaitry Lime
vk, aed ey entorod data. The SBS also acts as a data
collector, wha &0 Hegignater), creating tronemit files of
wolm ted dota for tranemittal to tre HJ NDallas Ryt Lomrater
wree polisd.  hid besvemibtud data ranges from need to R
rey1 =ales  information, to secourtable sales, a1 fislal

-

inventory.

Tre epiiptert 1oc3ted in the tent of the =@, suxch as cash
reyisteras ond Kitchan VDIg, furctions ipdepadently fronm the
.-n_\a-.a-}st',_u-x:;rbstati:.n. Data is mowwd from tre csash ragistar
;sys'u:-m Lﬁ the SBS through a protocs) convartard reutinely uwery
ure—=tal £ houe, or on ouser T, e coe—hal b lour polling

routine alzo polls the Panasntry time ciochk,

T munager workstation (5B3) is A hard disk drive and
rrocessar 1oaked trun fluppy diskeottes. 1t contans a CIR
(Freversion Techologics Cporating tysten} with fidividusl

appl icatiors and data bases as folliwsy

- WIS (Tutal Restaurant Informatian Managoment
Gyatim) — A food coot/salessinventory acopile which, Lased on
mechanized ordering, eMivig axd  irventory, provices
mananemant with detailed menu coating, and inventory analysls

F-14 .
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arhifr iR weed Lo e tar and tranamil 5.2 revalving and fiocal

jrcexrloey b3 the HJ Callass rCst conpatar. It dnterfares with

biv2 1.5 applicaticn o provide =3lesecst min shalysis.

- LAS -- A cotplete repwt packago imterfacing with
tre TRUMS and Time and attasrdance nahIlAES to qive YU a; i,‘
Hestsiled ane-talt tour sctiviry report. LA4D grompts the user
to post sales data Lo the Enployue Suh=tuler Modutle, ALY 1LAS
repts are available on an indiviomal or curg;lidatqd basis
A domarwd O from pistorical data files (1.5 monthly pericds).
Mow malamatic inte-fooe capability nlw'r-an"-a cosk data i’rr:m TRIMS
ord applies it to L4AS Full Departrent ant Fill AU (Prive Lk -
Up) rupoe b giving yoo 3 Foplets, amd up-to-date coust/salas
min analysis on 4 faily, MTD (Mwntr-To Date) and historical

bssis alony with & total showrs fmd cost. -

-

A .
- Time axd Attendance {(LRIR) — fn employes timo

" in/rast appliFation interfazing withLas fur stare: lovel reyaorts

and dota trenemittal to HD Nallas. It interfaces with Emplovee
Sclwadiler for the onle purpoee cf validatirg employoe enistence” :
in the systom, fn tra future, it will bo used t<.: capm
cmployee payrail data for transmittal to the HI NDallas tost

rrmpater,

- fmployce Stheduler (E S} — Maile dosiged to

provide daily ww¥k schadulos, 10w wask in odva e, hased an et

one -hal f herly sales projm:tirn=, labor guides and individual

F-15




wrplongma proficiomcies/availabliltios. While basad o Burgwer
¥ire) & hetalting philczophy, the spplizstion i3 jeneric, ond
could Ee wsed in athsr AFFS furl cperations. it intertfocms

with .49 ad ILNGOR.

Frpiipimenl Mainlawnce (E M) - Applic akios
developed to recors &d tranginit vendor response to reqsests

fop- service.

- Looder Doard (G8%) jwovides cash register Teroiy

tenturation capatility.

. T - Tolecommunications (I0) creates and places data
fi‘i.-:r=- m’ tranasini bt gueue fc awoit telecormnmicaticn tu the HO
Dalled host conputer. Selected data, including messagss And
£ M racoedgs, is tranomitted sach day. Inventory data is
transaitled at the end of sach fiscal ericd and, when raady,

payroll data will be trancaittl at the: ond OF @ach pay fatiod.

. MATSC S repur te are availabla at stor2 level to includc a wirke
range of food cost, sales mix, inventory usage/variances, aah,
wagR Costs/productivity reports.

R. rood Cuer alicn Control Dystem (FILIS)

. : Histury: Feasibility analysia ad design of a rechanizen Fouy Operation
- . - Pt -4 . F_16.__- Pa— . . L Foos s E————



coeratiaty Degan i Focbraary 1973, (A1t al testing af a Tachorizod Sysiem
veams @I STEllETEd JurlTg 1978 ped 1977 witin 3 s1~gle ~=j1star at the Fort
Srd Main Catats ia. LData from tho Califormia temal was Felaoannmicatsd

to hoadipsarters, CLEES 1y 1973,

& Project Proorssl fiee thas E-pamsion oF tre Focd Pointof-Sale C.aah

Fragitler Mateon® wis spproved by the Commander tn 28 Foupst 1973,

i. Presanit FELS Satuatuon,

rofay thers Are spproximately 177 Documontur cash registers instat =t

st 117 lecotions tied ko Liw FOOIS systam,

7. System Capabilitico.
The Q.J('DD;.F'./"JT tre FINIS proieck i3 to praovide directional control
information to all lavels nf  man el reRdarding esfes’  food
oporaticvs. Tiwe roajenct proposat listed tr@ following &as its
objectivesl mechenized recipe costing. improved Qruss peafits,

jircreased soles, reduction of Cashi=s serors, control ot inventcry,

satablishrent of financial and monu standards, providing vty

Mariager fal per formare reprrts s0d erd-of aonth financial atatistics

that project excharnqe arca financial operatity) wtatarAats.

. -
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Cach Ragister (Terminal)

()

Fach Swaala | 87 ash register {(tormiral) is intelligent and retairs

its o memory.

The keyboard concopt permits entiry of 200 pra ==t Tery kays { four
levels 0f 8O positions) 1-50, 3-100, 1CL-170, 151-70)), Tre systom
will autcnastically go to shift lovel @ (1-9N) afler wach entry,
TF yet fewed b lock tho heyboard into a cortain shift to probibit

access call your ragional FRUS Installsr for assistace.

v

Fiaw:Fim beys are varicd and allow Flexibility wren ertering salems
ralated data./ Fan cartain heoctios bavs are oot noodod, they cam
be blocked cut. Store managemant can ldentify bey funclions by a

sar{iss ol comawds and change sorving cocopts @asily.

Fresent FPOS Sltuation
Tinere are cureontly 198 Sweda LAS cach registars anstallad worldwloes

{this does rot irclude FRUS registera),

Reports will only print the departrents and/tw maws that contain

cales data. Fugiutwe remorts on:

1. Full Meru Report #10
U u Repor F-1g
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Clea Vive Mamyg Ropot W11
tomy Group Feport 82U
U Range Rarow't W37
tipurly Report #723

Period-to-Date Full -Lepdrtaent Repwt BRI




Cost Avoidance
Calculation
AAFES In House Programs

I Basis of Data Calculation
- Business Emphasis Group (BEG) activated Jan B6
Deactivated (Jan 90)

- During period (Jan 86 = Jan 90) developed, six in house concepts,
Anthony's Pizza World's Greatest, Frank's Franks, Robin Hood's
sapdwich Shoppe, La Casa De Amigos, Chicken Loft, and Sweet
Reflections.

- Program development includes decor, image, equipment and layout,
menu and recipe development, packaging systenms, operating manuals,
training package, initial training support for prototype units,
follow up changes and advertising/promotion kits.

- Cross section support from engineering, store planning,
procurement and training divisions.

- Upon completion of the development cycle, to include activation
of initial facilities, the programs Wwere turned over to an
operations section to maintain, monitor and update.

ITI Cost Calculation
- Business Emphasis Group Annual Cost
Staffing Cost

C/BEG UA 14 (1) _ - % 75,865

Program Mgr UA-13 (1) - 66,940

Program Specialists UA-12 (2)y - 107,976

Admin Assistant UR-6 (1) - 26,937 ’
Total - $277,718 $277,718

- Cross_Support 7/
5,200 Man hours with $26.96

per manhour = $140,192 $140,192

- Consultant Services (Industry) $ 15,000
$13,000

- TDY Implementation Costs, ' $ 30,000
Site Development, Training,
video Training shoots, Management
Evaluation, Etc.

- Misc Costs, Publication/Printing $ 15,000
of Concept Booklets, Admin Kits,
Operating Manuals and Training
Materials

Total $477,910
Annual Cost

F20



Four Year Life Cycle x Annual Costs $477,910 = Total Four Year
Costs $1,911,640 Number of Programs Developed (6) = $318,607

Average Program Development Costs.




A DOD STUDY OfF MILITARY EXCHANGES

AATEEZ In Hcuse Programs

I Basis of Data Calculation
- Business Emphasis Group (BEG) activated Jan 86; deactivated Jan 90.

- During period (Jan 86 - Jan 90) developed six in house concepts:
Antheny's Pizza World's Greatest, Frank's Franks, Robin Hood's Sandwich
Shoppe, La Casa De Amigos, Chicken Left and Sweet Reflections.

- Program development includes decor, image, equipment and layout, menu
and recipe development, packaging systems, operating manuals, training
package, initial training support for prototype units, follow up changes
and advertising/promotion kits.

- Cross section support from engineering, store planning, procurement
and training divisions.

- Upon completion of the develcpment cycle, to include activation of
initial facilities, the programs were turned over to an cperations sectioen
to maintain, monitor and update,.

I1 Cost Calculation
- Business Emphasis Group
Staffing Cost

C/BEG UA 14 (1) - & 75,865

Program Mgr UA-13 (1) - 66,940

Program Specialists UA-12 (2) - 107,976

Admin Assistant UA-6 (1) - - 26,937
Total o $277,718
~ Cross Support : v

5,200 Man ‘hours with $26,96

per manhour = £140,192/ $140,192
- Consultant Services (Industry) $ 15,000
- TDY Implementation Costs, $ 30,000

Site Development, Training,
Video Training Shoots, Management
Evaluation, etec. -

- Misc Costs, Publication/Printing $ 15,000
of Concept Booklets, Admin Kits,
Operating Manuals and Training

Materials
Total $477,910

Annual Cost

Four Year Life Cycle x ARnnual Costs $477,910 = Total Four Year
Costs $1,911,640 Number of Programs Developed (6) = $318,607
Lverage Program Development Costs.

— * ——
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Employee Benefit
Plan Comparisons




=9

. WARINE CORPS:

7 i) MEES HIGH OPTION NAVRESSD

1. WANTMUM LIFETIYE BEMEFTT \nlinited, nlimited. ‘nlinited, '
' : : 5

1 ] ) ]

1 ] ] ]

2. DEDUCTIBLE '$50 per parson deductibie up o $150 4200 per person 14250 per individual '
‘per family; then plan pays 80% of 14600 por family [Maximm) '§750 por family !

‘eligible charges, . . ' :

o . '

: ' : .

3. WM OUT-OF POCKET PER 1$1,000 Coingurance Lieit 142,000 Coimgurance 1imit per person 132,000 par individum} '

AN ' 'with & fanily sism of $4,000 plus  (§4,000 por femily

. \deductibles. :

H i :

L} Ll ]

L] 1 [}

' : ‘

4. REVENTIVE Ot : : :
[} L] ] .
L] 1 ¥ .
0. Poriotic Meaith Assestaants ok covered. Covered at 100% with no TNt covered, .
! ‘daductible with & maximm of ' !
H J$150 por parsan per year. (EE & SPOLSE) | .
] 1 1 1]
1) L] 1 ]
4 ' 1 '
b, {mmizetion ot covered, 1Coversd at 1001 with no ot coversd. :
' tdeductible for children, : '
! JAult imenizstion ere coversd . :
H bt the of fica visit fes 1 not. ' '
¢. Allargy Serua ‘Covered with dinpmouis. : Coversd vith dingoosis. :
' : : :
, E : '
' ) ' :
d. vell hld-Care ‘ot covered. 5 b 1ot covered, :
: , ' :
\ : i H :
: : ' .
(] ¢ ' ]
[] L] ] ]

TY¥O1AIN
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WRTNE CORPS:

BENEFIT WES HIGH OPTION WAVRE SO
5. HOSP1TALEZATION ' : :
L 1 k)
a. Sem-Private Room & Meals *sny hospital coverod at 1008 of first Coversd at 803 with Pre-hospital ‘Coversd at 80T with Pra-Aduisssion

'$2,000; 0% thersaftar with pre-
cartification,

‘Review Progrea - A §250 penalty is
ipaid without approval.

*Cortafication and Continued Stay

‘Reviev. Covered at 508 vilhout Pre-

: . 'Adsission Certification.
b. Surgeon Service, lacluding  [Covered at 100X of first $1,000; 805 !Coverod at 30% of ressonatle snd ‘Covered at M after deductible,
Specialist itherasflar, Tomtomry epeses sfter dedctivle. |
: \ o ;
6. Laboratory, R-ray Services, Included in hospital o under  Covered at 80% of reasoneble wnd "Coversd 4t 80 after deductible.
od Draguostic Test 5.8, above, ‘customery expanses after deductible. |
} H AL :
: : :
] ) ] .
{. DERECY SERVICE \Covered as & hospital axpense. ‘Coversd a8 & hospital wxpence. A sepd- Covered a8 8 hoapital axpansa.
! ‘rate $25 dductible 1s cherged for noa- |
: L4Ea ERCY . )
: ' :
1. MIYSICIAN'S SERYICES °: ) :
" a, Oftice Visits covered 0t B8 aftar 350 GActible,  [Govwred ot I aftar Gedctible,  Covored at K8 aftar dadctible,
; ‘ :
h v ;
b. Surgery ‘Covered ot 1003 of first §1,000; 603 Coverad at 808 after deductidle, ‘Covered at X after decuctible.
‘of any additional cherges. : b
(] [ [
] 1 ]
' P '
L[] N . ) . 1
£, Asathasiologists 1Covered ot N after deductidle, \Covered at 60K after deductidle. \Coversd &t 603 after deductible,
’ : ) ’ . - LI - v : |.: N -
n .




_ WRINE CORPS:

BENEF]T MFES HIGH OPTION KAYRESSD
8. DIAGISTIC SERVICES H | :
L) ] L] ]
t. Laboratory ‘Coverad at 80% after deductible. 'Covered ot B0X after deductible. iCoverad at. BOT after deductible, .
: . - ' \
b, IHays 'Coversd at 80X sfter deductible. ‘Coverad ot 80K after deductible. 1Covered at 801 after deductibls. .
H ' : :
: H ' '
; b : ':
¢. e-Amisaion Testing ;Coversd st 1008, {Covered at 100X with no deductidie. iCoversd at 1008 for all test order by |
: : ‘the phrnician. '
. N ' ‘ .
v . " : .
9. MATENITY BENEFITS : : : .
4. Delwary iCovered on the cama besis a4 for Puid e & hospital expense; wCoversd on the soame besin s fora |
1disanse, . 1disease, :
i g : :
b Predoet Oolivery Gxams  ICovered on the sem besis 80 0 dis-  [Covered on the somt basis o8 for 4 Covered on the samm besit s for s |
. disemte, rdineene. :
1] L] ] .
' . :
: . '
10, VOLUKTARY FANILY PLANKIG NO | H : '
INFERILITY SERVICES ' : i '
[) 1 ) []
8. Yasactomy ‘Covered at 1008 of first 41,000 and  [iot covered. ot covered. :
1003 of sty edditions) cherges. ' H '
‘ ) : :
s z ; =
b. Tube) Ligation Covered at 100X of first $1,000 end 0L Covered 1ot covered '
1008 of wry acditions] cherges. : : :
1 ] ) 1
.1 igrem ot covered, ot oovered. Aot covered, ,
] 1 [ :
: ' ' :



ANFES

NARINE CORPS:

BENEFIT HIGH OPTION HAYRESSO
11, VISION CARE ; ' ' .
4. Examrnation ot coversd. 1430 per person per year 'Hot covered. .
' Wwith no deductible. N .
= =. a
! R : :
b. Eyn Glassas TNot covered, ‘Single ¥ision $30 Vot covered, N
' iFocals 4 i .
' “ jGontact Lens 40
' . ' it
12, ROUTINE MAMNOGRANS ‘Over age 5 yaars old, coversd at' 80% Covered as part of the ot covered. '
ifor one routine test per anum. el d exam, . ,
= 5 a a
13. ROUTIME PAP SMEARS Mot coverad. ‘Covered &5 part of the ‘Mot covered. '
} ' ‘sl wise. ' :
' . .
) 4 ]
] 1 ]

14, HOME HEALTH SERVICES

1
‘Covered at 801 after deductible;
tlimitad ta 120 visits calendar yesf,

1Covered b $80 after daductible
limitad to 120 visits per year,

‘Coverad at 0¥ efter deductible;
"inited to 40 visits calender year.

[ ] ]
' X : ,
15. HOSPICE CARE ‘Up to 30 days confinement in Hospice  [Maximum benefit of six months - Coversd at 100X,

'faciity - a smnisum 1init of 43,000
1for outpatient care

'Coverad at 80%.

18, PRIVATE OUTY MURSING
*(In. Hepital)

Covered at 80% sfter deductible.

Covered ot 80% after deductible.




WARTNE CORPS:
WENEFIT 1723 ] HIGH QPTION WAYRESH)
11, ORUG ABUSE ‘Troataent of alcoholioe snd drug dhues [Treatad o5 any other hospital 'Treatad sn any other |11nessss.
‘as an ingatient it linited to 45 days (stay vith waxioum berefit of '
‘per yesr unloss the treatawt is for  1410,000 per your /Life Tim :
H 1§50, 000, i
: : '
H — i
16. ALODHRL. ABUSE “Treatmeat of alcoholism end drug shuse (Treated ss My other hospital Trestad as ey other ilimesees,
’ ‘ss an inpatient is linited to 45 days stay with maximm demwfit of .
' 1$10,000 por yoar MLife Time '
: 4450, 000, 1.
] ) )
L] [ ] :
19, MESIRIPTION DMKS iCoversd #t 008 after dedictitle,  iCovered at KX aftar dadectible. ‘Covred ot 808 ofter edict (bl from
‘Gonarics Drugs ore covered at 1008, | L4y pharmacy,
: hS H .
: ¥ :
[) + [}
[} L] - [}
: '
20, MENTAL HEALTH {Inpatient) "Treated st aty other {)inese. 10 ox-  [Trested as any other hospital Trontad s any other hospita) etay.
‘sl or lifetine tinits. ‘stay with eaximm benefit of :
E Em‘m par Y.
' . : '
; : ':
MREUUNS PAID BV PARTICIPANTS : ‘ '
‘ ' :
4, Employss Only 1545.4% por mnth +357.07 per month 1525.50 par month
19550.68 per yesr 18810 por yaar 15300 por yeur
b. Employes § Spouse 1812279 por month 11412 per ponth 1$51.00 por month
'$1,413.42 por your 191,369.44 por yoar 5812 par year
¢. Employes § Oupendet '$122.19 oor mnth '$114, 12 por month 1451,00 por manth
181,473.42 per your 181,309,484 por youar 1812 por pear
d. Caployes | 2 Depanants L1 par mnth '$199.10 per month 1$85.99 por wonth
#1,470.42 por yoor 12, 390.40 por yerr VT por your
L] 1 1
] 1] ]
2. 00ST SHATIK GOAL ' ' 1
8. taploym 508 50 -
b, Eeployer 1 500 Ewl 1
23, MST-RETIRDENT ‘Fren to retires (and Gpendents) on  Mormal (age 62) ratiresent. froe medical Elf § years hired bafore 1978 or 18

!immadiata avuity with 15 years active
‘participation, Coverage for Vife.

and life insurance coverage with 15
yyears of sarvice- £arly ratiremsnt st
'pay group rate with 15 years of eervics.

yoars hired after 1974 fron andical
wntil age 68,

1
¥




MNEFITS MFES WARINE CORPS NAF] NAYRESSD
‘ | \ '
1. WM LIFETINE BENEFIT iLifetine Murimm 45,000 ‘Calonder Year Yaximm 41,000 ‘Calonder Your Maximm §1,250 .
‘Calonder Your Maximm $1, 50 ' ' '
I L] ] .
: : ! :
] L] ] I.
‘ ; ¥ :
! i (] : :
. ' J
| ' 2. DEMCTINE 4100 for Single Corrags 1950 por [naurod Nesber 1450 par Individua) 5
; 14300 for Femily Coversge ' V4150 par Famtly ‘
L L] ] ]
' , . .
1 ] ] ]
: A ' : :
] wt 1 )
3. WIDRN QUT-OF-POOKET PER | H i ) .
oy *ip Muximm Protection %o Muxima Protact ion ‘Mo Naxima Protection .
i i ’. :
@ : : ' :
5 — ': z e g
4. PROUWES PAID BY PARTICIPANTS | : : : z
' : ! M. ™
1. Eaployes Caly 11,04 por month *48.95 por wonth ly4,58 per ponth &
(L8 por yor 1B107.40 por your 4459.80 por your X
b, Esployen § Spouse ‘31,5 pwr math ‘$11.81 por woeth '$10.21 por mOnth :
1590, 74 par yovr WALT2 per ywr 1512040 por your :
¢. Eaployes 4 Dependent *41.50 par sonth ‘1.0 par month 410,21 par wonth '
49074 por your H213.72 per your 152,48 par e ‘
d. taployes § 2 Depandests '§7.54 por wonth 1$28.72 por mth 12,70 por month !
1590, 74 par yeor 14320.84 por your 15152, 38 par yoar !
5. G051 SHARING QDAL : : ': '
1. twine sm 150 kL3
b. Exoloper g 'sox T ';
§. PREVENTIVE CARE \ : ' E
: . : '
. o, foutine Oral Exasietions  iCoverad at 008 vith no Mv:tihlo wd Coversd at 808 vith & deductible. ‘Cavered at B0% with no deductible and |
o ' .n |t I-t it wxthe spirt, - 'm a lmt lil monihe apert. '
. o e | .
' cumu n. m with no mm- " umm ot 1008 with no deductible and " \ooversd at S°with o edictible wnd |
" .lllm o clmmgl por YW ,;.I"M 2 clnmrminr yar.: < ! s




BENEFITS

MFES

WRLIE CORPS WAF1 (HIGH OPTION)

BAVRESSD

1. DEWNTAL I-RAYS

2. Ntewing N-ays

. Full Nouth R-fays

‘AViow one i say period of § congecy-
itive months and 18 coversd ot 40X vith
'no deductible.

[}

“No more then one in sny period of 3¢
‘consecut ive manthe and 18 coversd at
‘805 after daductible,

'Al1ows one 18 any period of & consecy-
'tive aonths and is coversd st 30K after
‘deductibla.

(]

]

Mo more than one in gny period of M
‘consacut ive monthe and is coversd ot
608 aftar deductible.

[]
'Aliows ons in any period of § consecu- |
'tive nonthe and is coversd at 80T with |
'm0 oeductidle.

‘No wore than one 1 ey pariod of 34
'consacut ive sonthe end is covered at
1808 with a0 daductible.

4. FUORIDE APALICATION

Coversd at 003, no deductible. Only

b
‘Coversd at 1008 with no deductible
‘applied only once every 12 sonths

J
‘Covered at 80X with no deductible. Only,
‘covers fanily meabors under age 19 and |

\ ‘covers Tamily mabery under age 15,

! ~ ‘provided the insured person is under | lisited om application in ey 12 con- |

H Jamik 1sacitive math pariod. :

[] i ] ]

[ ' . [ [l

H :. :- X

o 9. SPACE YAINTATMERS ‘Coversd ot 008 after deductible. Only (Lisitad to initis) sppliznce -including iCovered st MS with nc deductible. -
1 ‘covers family mesbars w 0 490 19, }imstallstion, fitting and all adyat- | '
~J ! "ngrts within § monthe of installation, | .
H ‘and limited to an wured person under | '

! 'sge 1. Covered at 1001 with so deduct- | ,

: 1ible. H :

10. FILLINGS ‘Covered at §0% after deductible. 'Coverad st 80K after deductible. 'Coversd it $0% after deductible. E

: : ! :

] ] i (]

: : A :

1, EXTRACTION covared o€ K3 oftar odxtible,  ‘Covwad ot X after acictible,  iCovered st W8 oftar Gedctible,

¥ 4 ] \

! : : :

] ] L] [

(] ] ] t

! : : :

12, EOOTIC 'Covered at 00K after deductible. ‘Covared ot 80K after daductible. 1Coversd at 0% after deductible. !

: : : 5

: : : :

] i : :




MNEFITR ’ AN'DR NAAINE CORPS NAFI NAVAEZSSO

1. LIFE INSURANCE

H
.
H
s, PACE AMOLNT OF COVERAADE 12 » Anrwn) Rate of Sasic Earnings ‘Sasio Aual Balary Rounded to the isasic Avnual Salary Roundsd to the H

1{any fraction {s rounded up to next ' next higher $1,000 plus an addi- ‘next higher 91,000 plus an addi-

ithe 93,000} itional 92,000 itional 92,000 ;

: ! H H H

». PRENIUN WAIVER COVERAQGE Yea Yeu Yo H

' H H H H

H ' H I 11 H

c. DEPENDENT COVERADE i1Spouss Coverage 8,000 {Spouas Coverage 0,000 i%pouss Coverags 3,000 910,000
tUnmarried child 92,000 iunmarrisd child 2,300 'Urmarrisd child 92,300 % 5,000!

H H ‘Saby of ¢ | year $1,000  2.000;

: : : :

d. OPTIOMAL LIFE AND ADMD Ho ) ) 'Basic Annual Salary Rounded to the [Basic Annual Salary Rounded to the |

H N inext higher §1.000 plus an addi- tnext higher 81,000 8 1 or x 2 H

s itional 92,000 H H

: Hmmmamms o ettt :

2. LONO TEAM DISABILITY 180 2/ of monthly rete of basic 1 None 160N of monthly rate of basic earn- H
tsarninga- Coverage based upon yours; tinge H

tof partioipation- 8 month walt per-] H H

‘108 or snhmmion of sick lsave H H :

- H m——- T e bbb bt itk

3. BHURT TEMM Dll!lil.l'l'\' 188 2/3% of monthly rats of basic 1Hore 0N of sonthiy rate of besic sarn- |
. tearninga- 13 weshs after 30 days ! 1ings up to 4 wonthe following 2- |

period or sxhausion of eick Tsave | tmonth watting period or axhastion |
: iof sick leave :

_'. - : .............................
4. S01(h) PLAN Up to 153 of Basic Salary- No mp- [None H H
!ployer jatoh H : :
H H : H
- - —mt e - P ot e e B o R ke .
* 1) . - .
8., 125 SALARY REDIRECTION PLAN timployes’s Medical, Dental and Life Hone 1 one '
iPrentuse pald with before tax dot~ | . :
1lars H H '
------ - - : - —: - :-----—-...—-----------.—...._-..-..___..-.-'
8. ADDIVIOMAL ADAD PROORAN iYes (includes RPY EZmployess)- H ] ! None H
‘gmployss paye aill. H H '
H H H H
- [p— W ot e o e e e e — *
* ] D ikl ket d et +
7. ELIGINILITY FOR SUPPLEMENTAL H H H '
PROGAAMD ihegular Full-Tias (AFY) Esployess 1RFT Employses and Regular Part-TiseRPFT faployess
H {(FT) tmployees 1Opkional Life and ADAD Coverage-
EZnrollment in Standard Fian requir-:RFT & RPYT Employees

od

8. LONG TEAMN CARE

hJ

rovided Coversge. Employess pay Hone

-
-
-

1
+
.
.
]
.
- ———— H
]
.
]
'
]

e = m= me +s me ==

]

1

]

v

¥ et A —————
e et LD Dt b bt bbbl
.

2

.

.

]
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WEFT INGURANCE CONPANY ) DALLAS AREA SOHOOL DISTRICT LARCE ELECTRONIC WANUF, LARGE MATIONAL RETAILER

1. WALDN LIFETING BDEFIT ¢ $1,000,000 saximm per person b $1,000,000 maximm per person ' $1,000,000 maximm per individial and | Unliaited. '
: ! b 1250,000 por individual for mental | :
i o  malth, : :
' i : : ;
[ ] 1 ] (] ]
] [ ] ] [] [
2. DEDUCTINE ' 100 Plan- $100 por porson § $300 par | Individual: Spacific Deductible- §250 | §150 par ndividal ! Comprebensive Option- §230 per i |
! taly } and Mggrwpate Deductibla- 8500 | 4300 por femily b dividual and 4750 por fomily :
' 0 Plan- §300 par parsce § $300 par ' Famtly: Soocific Dnktible- §180 ! Catastrophe Protaction Option- 43,780 |
: 1 fanily ' wnd Agyregata Deductibie- 41,500 H ! per individua] snd §3,500 per femily |
‘!wPln-Imurwmm.lww. ‘ i .
s faaily : ‘ Do
'mnm-u.mnmw.m' ' ‘ FAm
] [} [ ._]
! por fanily .\ : ' Voo E
3. MAXDAN OUT-OF-POCRET PER  § $2,000 por individue) + Prefarged Carie- 42,000 par Mivla.-l: Natwork Provider- §1,000 copaywent .' Comprehensive Option- §2,500 per ia- |, ‘U
N ' $4,000 par family ' and § 4,000 per family * por individus} nd 2,000 per femily  dividua) and 43,000 per family G
o ' non-Preferred- §4,000 per individua) | Non-datork Provider- 52,750 copay- ; ' Catmstrophe Protaction Option- §1,78%¢ , < =
: ' and $12,000 par fomily " st par individue! and $5,500 por ! bor individu} ad 43,500 por femily | g
@ ' : ¢ family : Vo
] v i
oy 4. REVENTIVE CARE : ] H ' Vomd
° : : ' : 3%
8. Parlodic Meaith Assssenmats Wt covered. ! Maxiwm §200 for every 26 montha for | biot covered. s Not covered. o=z
: ! wolow, wome e Ol e 1| : 7o
: 1 and older, , ! V9o
v . ) ‘ N e 4
] [] t 1 s o aegd
, : : : Lz
). maintios 1 ot covered. * Coversd at 1008 aftar §15 copayment. | Wail Sady-Care Program hee & ! Mot covered. 0=
’ ' ! tmmmizetion echelote for childres | W
' ' | wder age 2 yre old, ' -
: ; ' : : Coowm
: : » ‘ ' :
<. Alargy torua ! Covered vith disgronia. ! Covered with disgnosis. ) Covered with diagosis. ! Covered with disgrosis, '
; ; : : E
) [ 1 ] 4
] ) ] (] v
] 1 ] 1] 1
+ [] ] [} ]
¥ t L) ] )
4. Wi Gilé-Care ' Mot covered. CFirst yr, teplan willcover 4 ) Cowred ot 100K wp to age 2 pears, | Mok covered, ;
: ! physical wuasinetions eed one el | ! ;
: : smintion w to 0 T ywre. ' : '
1 ' ' ' .
) ) L] ) ]
' - . : L N .' e av LLm - N .' v I_
- o _ o ertiered Moviow (rgmetzation(#R0) -

s mmmm«mtcmm




DEMEFITS s KARTNE CONPS IAF] (WIGH CPTION) MYRESS0

L . L]
' L] . 1 [)

13. RN SURGICAL ‘Covered under eedical plas eurgical-  [Coversd at 808 after deductidle. "Covernd st 0% after deductible. .

11008 of firet §1,000, 60X thereaftar | : .

] ] t ]

' . : '

] + ] [

: : : :

) (] 1 [

14, CENERAL RNESTHESIA iCovered at 80% after deductible. 'Covered at 80% after deductible, ‘Covered at 803 sfter dedictidle. :

H : . '

: i ' '

¥ ] L] 1

' ' ' .

L] + ] L]

(5. DENTURES(Full or Partisl)  Coversd at 80% after deductible. Cover-iCovered at 508 after deductible. 'Covered at 501 after deductible, :

'od initial tmstalletion including ad-, . - - : ‘ :

! justaent for the mext 6 wonths to re- | : '

place one or sors testh axtrected : ' :

‘while covered. : : .

@ : i : )

4 b : ' '
@ 18, OONE :W ot 0% after deductitle. ‘Coversd ot 003 after deductible. 'Covered gt 508 sfter daductidle, \

‘ ; . X

] i - ] N

17, QLD FILLINGS ‘Coverad ot 50N efter deductible. ‘Coversd ot 808 after daductible. iCovered at 603 aftar deductible. :

[} L) L] ]

: : ! :

: : o :

' ' v '

] 1 ] '

A ] ' ]

18, FIXED BKIDOEWORK "Covered at 50 after deductidle. 'Covered st 50X sftar deductible 'Covered et 80X efter deductible. :

H e E

L v '

v \ ‘ '

AT o - T z. it ~,

S S 19, ORTHIONTIC - .. ot Covered. L \Dapandant .ch1drem irs coversd-at: 1001 |
S : - . ST o ith aTTifetie medima of $300 vithaut, -
; g

] [}




SEMEFIT TNGURNE CNPANY DALLAS AREA SCHOOL DISTRICT LARGE ELECTRONIC NURF. LARGE MATTONAL RETAILER

5, WSPTTALTZATION :

Covered at 801 after dedctible. ! Covered ot 90 after an §150 do-
! ductidle using o PPO;otherviss T0S ' pe0 and Pra-admission Cortification; | after deductible. Cotastrophe Pre- |
' covered after & $300 deductible. otherwine covered at 508, ! taction Option- Covered ot 100X after |

Covered at 80X with Prelart Pls- ! Comprehens iva Option- Covered at 808 |

1. SamiPrivata Room § Mealt

‘
'
: ]
E : o ! dedictibis. ¥ithout Pre-Certif icaticn,
; ' : ' the benefits will be reduced lessar of|
' ' : ! $250 or 50% of charges/fess. !
b. Surgeon Service, [cluding | Coversd ot 60N after dedctible. * Covered st 90% after dedctible using | Covered at 83X with Informed Nedical * Included in hospital wxpences under |
Spacualist ' ! 70; othervise covered at 708 after | Review- 108 panalty for failwre to' | 5.0, dbove. '
' ' deductible. ! have reviewsd. ! '
; : . : : :
] ] . ] ' '
L] ' L] L] L] i
¢. Laboratory, K-rey Sarvices, | Coversd ot 803 aftar dedctitle. * coversd at 0% after dedctible using | Coversd at 805 weing Preferred Core | Included in hospital axpeness wder |
g Disgpoatic Test ' E\m; otherwise covered ot 108 after | cRherwise conred st 08, 1 5.0, shove, !
: ' deductible, * ' : '
. H : \ '
] ] ] ] 1
L} [} ] ] N
@ 4. DEMBICY SERVICE S Coverad at 00X aftar deductible. * Coversd at 05 using PPO without & de-) Coversd ot X aftar daduct ibla, + Cosprebersive Option— Covered at 0% |
L ' ! ductible; otherwise covered at 108 un-|  ofter deductivle. :
- ! ! less & real emerpency, ' 1 Catastrophe Gptiom- Covered at 1008 |
' H : . ! aftar deductible. '
H : : ' .
1, MIYSICIAN'S SEAVICES . ' ' i X
1 ] [} (] N
] ] ) + ]
4, Office Visits ! Coversd at 008 after deductible. ' Coversd at 1008 after §16 copayment | Coversd at 60K after deductible. } Comprehens ive (ption- Covered at 801
! ! waing o Praferred Provider othervise | + sfter deductible. :
' ! covered ot T0S after deductible, H ! Catastrophe Protaction Option- Cover- |
; ' ! s o0 @t 1003 ofter deductible, '
[ ] 1 1 ) 1
1 ] 1 ] ° ]
b Serqary 3 Covared ot N after deductible. ! Covared at 0% after dedctidle using | Coversd et MK efter dedictidle, 1 Compreheneive Option- Covered ot 03 |
] ! PRO; otherwive coverwd ot 108 efter | ! aftar deductible. :
N ! deduct ible. ' + Catastrophe Protaction Option- Cover- |
‘ ' ‘  od 6t 1008 after daductible. :
¥ (] . ] 1 )
] 1 ' ' )
. Ansthasiologists ! Covered ot 00N after deductidie, ! Covered at 1008 after §16 copayment. | Covered ot 808 sfter deductidle. + Comprehens ive Option- Covered ot 803 |
: . : ' aftar deductible, :
H ' ‘ 1 Catastrophs Protaction Opt lon- Cover- |
: H ' tof Bt 1008 after deductible, :
t L) ' ) .
R [] ) ' ] .
@ destal Inalth | coared a2 MK oftor ctible,  © Cowrod 4t 308 o 1o §3,000 pur ci- | Covarsd at K aftar chdctible velag | Oipetiont tretamt covered ot 85 |
(Outpstiont) H 5 hender yeor with m deductible. + mnaged care; othmrviee coversd 8 | of the ressomble and customry charee;
: E E“- ' W to §1,500 par year or 50 visits par;
:l .' .| | yoor, whichever camee first. :
] 1
] ' ] ] '




BENEFIT [NSIRAMCE CONPANY DALLAS AREA SODOL DISTRICT LARGE ELECTRONIC WOWF, LNGE WATIONL METAILER

; 4. DIAQISTIC SERVICES '
| '
| 3. Laboratory Coverad st 80X after deductible. Covered at %0% after deductible using | Covered at 80% after deductible. ! Comprehensive Option- Covered at 80X
8 Proferved Care otherwisy 08, ! after deductible.
! Catastrophe Protaction Option- Cover-
! od ot 1008 ofter deductible,
b. I-fans Covered ot &0% after deductible, Covered &% 90X after decuctible uaing | Covered at §CS aftar deductidle. ' Comprehantive Option— Coversd ot 803

! after deductible.
! Catastrophe Protection Option- Cover-
' od at 100% after deductible.

o Praferred Care othervise 10X,

¢. Pre-Mnission Testing Covered 2% 100K aftar deductible, Covered at 1001, Coversd at M after deductible. Coversd at 1008 with a0 deductible.

p

T r T T P PR R LR T L AR
e R
P L e e

S, IATENITY BENEFITS ' : ' \ .
Q . : N ; .
L 8. Delivery ! Covered on the same besie o8 o dis- | Coversd on the sem besle m & dis- + Covered on the same basis as 8 dis- Em.dﬂlhlﬂhlilufl J
" 1 diseane, ! dioonne, | ., ) Gissane, :
L] ] ] [ '
. . ‘ . .
] [ ] (] (] L]
: : . : : '
5. Pre-fost belivry Eam | Covernd on the same besin o § dis- | Cowered oo the same tests as 0 dis- ! Covered on the came baais a8 o dis~ | Covered on the same besis o & dis- |
! o, ! one. R ! a0, ' -
] [ ] 1 1 L]
h 1 f ' .
13 + ' [] 1
[] L] 1 ] )
L} L) 1 ] )
10. YOUTARY FANILY PLAGINS MO ' K ‘ ‘ :
" INFERILITY SERVICES ' H ‘ ‘ H
] : ‘ : '
. 0. Yamctomy s et covered, ' Coverad on the sams besls &0 & dis- | Mot covered, Ewmmu—mnum '
. ; ; : ) Catastrophe Protection Option- Cover- |
3 ; ' : ' od ot 1008 after deductible. !

. ' ' o [ - ! Y N . o . h

. Tal Ligtion 't covered.  Coversd n the sams basie me 8 die=" | dot covernd. ! Conppaiative Gotion- Covired &t 808 |

o : E E -, - YR ' | after daduct ' - '

' i z : ' Cataitro o Covei - |

] I . § H - Vo -
3 e - 4
! s : A



BEFIT HSIRNCE 0PN BALLAG AREA SO DISTRICT LARGE ELECTRONIC KAF ., LAGE WATIONAL RETATLER
1. VISION CARE 1 ' ) : .
L) 3 ] [l
2. Eumimtion Emltwlliullllilldlfﬂ ' One wxss every 2 yeu's, coversd at | Not covared. } dot covered,
! of $55 par axam por peur par parson. ; 808 after dedictible. ' ' ;
) ] Ll L]
1 L] ] ] 1
N e Gissons ! ot conred. } 150 mximm pld for frame and 2 low; ok covred bt effers ditcot pro- | Nt covered
\ : for ey U sonth period. | g-. '
: ' ' ‘
12, AUTHE RDRNG ) ot covered. :musmlmm-mm:wmmnmmnu ! ot covered
' \ for ome test par sl ) customry smount, :
': N ': ':
: . v - 1 +
1. MUTDE WP SENS ) ok covered, ! Copay $15 d 100X thereafter with PRO; Coversd at 1005 W to remomble aaé ; Yot covered.
' ! for one tast por ewum. | customry sost, \
o = = =. =.
] : ' . H
— ] ] ] []
W L] [} L) )

Ii, HOE VEALTH SERVICES

! Comsidered 0n & came-by-cace basis

Coverad at & after deductible;

' with o aaximm banefit of 45,000 par | laited to 120 visits per calender

) DOrSon oo yeer.

1
+

yor.

* Covered at 01 after deductible;
! linitad to 120 visits calendsr yeer.

! Limited to 120 visits pw yeor, (m- |

! prehesaive Option- Coversd of 08

' after dedctible, Catastrophe Protec- |

ductible,

! tion Option- Coversd at 1001 aftler e

I8, S O

! Mot coversd. But 40 deys o\)led mre-

' ing care ead comvalescent facility is | faciity plus o muximm lisit of 5,

* Up to 30 days confinement in Hospice ' o to 30 deys confinesent {n Hospica

000; facilty plus o mximam linit of $3,000

! Up to 30 deys confineseat 1a Hospice
' feciity - o mximm linit of §3,000

! covered ot 50X of Uw standerd eeai~ | for outontiemt cars. ' for outpatient care. ! for akpationt care. '

[] ) L 1. ]

H ] ] [ ]

16, MIVATE DUTY MASDIG * ot coversd. Oomld de came epacif K. ' Govered at 405 vith prior approval | Pequires prior aporovl on & case by ' Linfted to 80 visite e 200 howrs par |
*{In Hoapitsl) ' ' gthorwise nothing will be paid. ! cone bais. ! cal yoar with sdvance spproval '

‘ : ) H ' only. :




$oEFR TNGURANCE CONPANY DALLAE AREA SCHOOL DISTRICT LARE FLECTROIC WARF. Ulﬁ MATLONAL RETAILER

17, DR AJURE ! Excluded; bt oome coumssling aveil- 'Tmudumm ilinesses with ' Treated as an 111ness Sut must be co- | Treated as 4n illness but lisited Lo .
: ' shle oloshere outaide of plan. * priar spooval through Esployes Assis- | ordinated by U taployes Assistance | t.-o chamica) sbuse Lrestaent axperin- |
| : ! tance Progras; olherwise covered &t | - Otharwite covered ot S48, cos in 8 Viletion. Inpatient detoni- |
| : : 0 sfter deductible. . - : rinuu wars lisited to S s, |
1 ' : ) : '
1§, NODOL ANUE ! Excloded: tut ooms counseling mva(l- | Trested os eny other 1lasesss with ! Trosted o8 an 111nees tut must be co- | Treated 2s an ilinees Dut lisited to |
! able elambare outaide of plm, ' prior agpoval trough Eaployes Asais- ) ordinated by the Exployes Assistaace | two chamica) abuse treatmnt wxperin- |
. ! tance Program; othervise covared ot | - Otherwise coversd at 501. ' cos in g lifelrae. lnpatiant detoxi- |
H ' 408 after decductible. , ! fication stays liaited to § daps. '
: : 1 ’ ;
13. PRESONTPTION CAUGE ' Covered ot M0 after the dedxctidle. | Covered ot BOT efter dedictible. ! Covered ot 00K sfter deductible. ' Cosprehenive Optioe- Covered ot 08 |
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Glossary

Abbreviations

AAFES - Army Air Force Exchange Service

AB - Army Base

AFER - Armed Forces Exchange Regulations
AFMC - Armed Forces Marketing Council

AFN - Armed Forces Network

AFR - Rir Force Regulation

AFP - Annual financial plan (AAFES)

AIFA - AAFES Imprest: Fund ‘Activity

ALA - American Logistiés A§Sociation

AOA - American Optometrié Association
APF - Appropriated Fund

AR - Army Regulation

ASER - Armed Services Exchange Regulation, DoD Instruction 1330.9
BSKU - Branch stock keeping unit (AAFES)
CEO - Chief Executive Officer

CONUS - Continential United States

CRR - Continuous Rapid Reorder (NAVRESSO)
DCO - Director for CONUS Operations

DEERS - Defense Eligibility Enrollment Reporting system
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DOD - Department of Defense

DPSC - Defense Personnel Support Center

ED! - Electronic Data Interchange

EEC - Egual Employment Opportunity

EOP - Exchange Operating Procedure

EPOS - Electronic point of sale

FDC - Fashion Distribution Center (RAFES and NAVRESSO)
FSO - Field Support Office

HBA - Health and beauty aids

HQ - Headquarters

IGLAS - Interactive general ledge accounting system (AAFES)

ILP - In-Line processing (AAFES)
JAG - Judge Advocate General
KSA - Knowledges, Skills & Abilities

LDU - Lowest distribution unit (AAFES)

LMS

Labor Managemeht‘System

LTL Less~than-truckloagd
MCO - Marine Corps Order

MCSS - Military Clothing Sales Center

MCX - Marine Corps Exchange

MIN - Minimum Order Quantity

MOS - Military Occupational Specialty
MSA - Master stock assortment (NAVRESSO)

MWR - Morale, Welfare and Recreation

MWRSUPACT - Morale, Welfare and Recreation Support Activity (U.S. Marine
Corps)

NAF - Non-appropriated funds

e mm

-
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NAVRESSO - Navy Resale Services and Suppert Cffice’
NAVSUP - Navy Support Command

NIS - Not-in-stock

NRA - Navy Resale Activity

NSCS - Navy Supply Corps School

0ICs - Officer-In-Charge

O0JT - On the job training

OSE - Oversea

OTB - Open-to-buy; one-time-buy

OUTCONUS - Outside continential United States

PAB - Price Agreement Bulletin (NAVRESSO)

PD - Purchasing Directorate (AAFES)

PLU - Price look-up file

PMR - Purchasing Management review (NAVRESSO)

POS - Point-of—éaleu
PO - Purchase oréér. i
PX - Post Exchange (AAF@S)

PZ - Purchasing Policy Division (AAFES)

"RIF - Reduction-in-force

RPC - Retail Price changes

RPOS - Retail point-of-sale

SECNAV - Secretary of the Navy

SGAIR - Special Group Accomplishment Incentive Awards
SKU - Stock keeping unit

SPO - Standing purchase order (NAVRESSO)

SSR - Stock-to-sales ratio

UR - Universal Annual (AAFES)
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. UPC - Uniform Product Code
VPR - Vendor price reduction; voluntary price reduction
VRR - Visual Rapid Reorder {(AAFES and NAVRESSO)
WICRS - Warehouse Inventory Control and Replenishment System (ARFES)

WSKU - Warehouse stock keeping unit (AAFES)

DEFINITIONS

Deferred Compensation Plan - Any plan where employees can accumulate
money on a tax-deferred basis. A qualified plan can have the option of
permitting employees to withdraw assets without penalty for certain
"emergency" situations specified in the plan. Many also give employees

.- the option of taking the benefit in cash. A deferred compensation plan
can be combined with other plans, such as profit-sharing plans.

Defined Contribution Plan - A defined contribution or individual account
plan is defined by the Ipternal Revenue Code and ERISA as a plan which
provides for an individual account for each participant and for benefits
based solely on (1} the amount contributed to the participant's account
plus (2) any income, expenses, gains and losses, and forfeitures of
accounts of other participants which may be allocated to the
participant’'s account.

Electronic Data Interchange - Paper-less exchange of purchase orders and
invoices between merchants and suppliers. Also includes 'quick
response” and "just in time"” inventory replenishment to minimize
warehousing and inventory investment.

Electronic Mail - Transmittal of electronic messages +through a
telecommunications network providing on-line, real time communications
between stores, distribution centers, offices and corporate
headquarters.

Guaranteed Benefit Policy - An insurance policy or contract to the
extent that such policy or contract provides for benefits the amount of
which is guaranteed by the insurer. It also includes any surplus
separate account, but excludes any other portion of a separate account.
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in-Stcore Midsize Computers - For store level]l inventory control, sales
trend tracking, support hand-held UPC scanners, payroll/personne,
control cash registers, accounting, mainframe update. Purpose is to

replace manual work with automation.

Integration With Social Security - A plan wherein the benefits are
integrated with the Social Security benefit. Under regular corporate
plans, the regulations define the percentages applicable to the various
benefits. Under a self-employed program, the only offset permissible
is the amount of the Social Security tax paid for the employee. 1If more
than one plan is instituted for the same company, only one program may
be integrated. - The basic concept of integration is that the benefits.
of the employer's plan must be dovetailed with Social Security benefits
in such a manner that employees earning more than the taxable wage base
will not receive combined benefits under the two programs which are
proportionately greater than the benefits for employees earning less
than the taxable wage base. '

Master Trust - A pooling of directed and/or discretionary trusts (a
discretionary trust is one in which the bank is trustee and also has
investment responsibility for all or part of the assets). The "pur

definition is pooling of one sponsor's assets which include multiple
managers and multiple plans under one trust agreement.

On-Line Credit/Check BAuthorization - Credit charge goes from store
directly to bank or authorization location on-line authorization reduces
bank charges to the retailer. ‘

Point-of-Sale UPC Scanning,- Electronic capture of item sales at the
cash register. Provides better; price control, sales data, customer -
service, improved employee productivity, can provide basis for automatic
price look-up to avoid placing prices on individual items. ¢
Qualified Plan - A plan that the Internal Revenue Service approves as
meeting the requirements of Section 401 (a) of the 1954 internal Revenue
Code. Such plans receive tax advantages. '

Trust - A legal entity that is created when a person or organizatibn .
transfers assets to a trustee for the benefit of designated persons.

Vest: Vesting - An employee's right to receive a present of future
pension benefit vests when it is neo longer contingent upon his remaining
in the service of the employer. Employee contributions are always fully
vested: however, interest upon such contributions may not be vested or
may be paid at a specified rate, depending upon plan provisions. A
vested benefit may be paid as a lump sum or, frequently, is paid as =a
deferred annuity upon retirement. See also Vesting Schedules.
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Navy Exchange Program Business Strategy 1988-1992 {undated)
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Store Age Executive, May 1990.
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"MIE Speakers Stress Vital Role Customer Service," Robert W. Klein,
Value Retail News, June 19%0.
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October 1989,
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Review, June 1989,

"Why You Need B Service Strategy." William H. Davidow and Bro
Uttal, Planning Review, Jan/Feb 1990.

Armed Forces Exchange Requlations, DOD Directive 1330.9 date 15
Dec 86.

"Successful Retail Selling," AAFES CRC # 516-1757, Mar 1990.
ARFES Master Plan 1990

Standards of Patron Service for Navy Exchange, NAVRESSO Inst
4066.11B date 17 Jun 88.

U.S.Department of Defense, Assistant Secretary of Defense (Force
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Management and Personnel), DoD 1401.1M, Personnel Policy Manual
for Nonappropriated Fund Instrumentalities, December 1988,

U.S. Department of Defense, Assistant Secretary of Defense
(Manpower Reserve Affairs and Logistics), DoD 140l1.1, Personnel
Policy for Nonappropriated Fund Instrumentalities (NAFIs

November 15, 1985.

U.S. Department of Defense, Assistant Secretary of Defense (Force
Management and Personnel}, DoD 1401.1-M, Personnel Policy Manual
for Nonappropriated Pund Instrumentalities, December 1988.

U.S. Department of Defense, Survey and Analysis of Department
Store Personnel Policies and Employee Benefit Program,

Towers, Perrin, Forester, & Crosby, a Towers Perrin Company, 2101
L Street N.W., Washington, DC 20037, August 1989.

U.S. Army, Army Regulation 60-21, Exchange Service Personnel
Policies, 31 July 1987.

U.S. Rir Force, AF Reg 147-15, Exchange Service Personnel
Policies, 31 July 1987.

Headquarters, Army and Air Force Exchange Service, Exchange
Operating Procedure (EOP) 15~10, Managing Human Resources, 21 July
1988 (latest change. #3,. 2 .January 1990).

Headgquarters, Armr and A1r Force Exchange Service, EOP 15-7,

Incentive Awards, 29 December 1989 (latest change $1 28 Februéry

1990).

A
Headquarters, Army and Air Force Exchange Service, Exchange
Service Regulation (SER) 43-5, Commander's Customer-Service
Award, 16 April 1990.

U.S. Navy, Assistant Secretary of the Navy (Manpower and Reserve
Affairs), SECNAVINST 5300.22B, Navy and Marine Corps Personnel

Policy Manual for Nonappropriated Fund Instrumentalities (NAFIs),
15 November 1989.

U.S. Navy, Navy Resale and Services Support Office (NAVRESSO),
Publication No. 145, Navy Resale Manual, Volume III, Personnel,
January 1989.

U.S. Navy, Navy Resale and Services Support Office (NAVRESSO),

Publication No. 97, Minimim Qualifications Regquirements, 30
January 1980.
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U.S8. Navy, Navy Resale and Services Support Office (NAVRESSO),
NAVRESSOINST 12310.2F, Navy Resale Universal Annual (URA)

Promotion and Placement Policy, 22 July 1987,

U.S. Navy, Navy Resale and Services Support Office (NAVRESSO),
NAVRESSOINST 12310.4B, Senior Management Progqram Selection and
Placement Policy/Procedures, 28 December 1988.

U.S. Navy, Navy Resale and Services Support Office {NAVRESSQ),
NAVRESSOINST 12351.1A, Reduction in Force Policies and Procedures

for Navy Resale and Service Support Office, Field Support QOffices
and Navy Exchanges, 13 February 1584.

U.S. Navy, Navy Resale and Services Support Office (NAVRESSO)},
NAVRESSOINST 12410.20B, Management Intern Program, 9 April 1987.

U.S. Navy, Navy Resale and Services Support Office (NAVRESSO),
NAVRESSOINST 12430.5, Performance Management Review System,
20 March 1989.

U.S5. Navy, Navy Resale and Services Support Office (NAVRESSO),
NAVRESSOINT 12512.2F, Position Classification Criteria for Field
Support Offices and Navy Exchanges, 27 October 1988 (latest
change #1, 30 May 1989).

U.S. Navy, Navy Resale and Services Support Office {NAVRESSO),

NAVRESSOINT 12550.8, Work Performance Review (WPR) for Nonexempt
Emplovees, 8 May 1985./

U.S8. Marine Corps, Morale, Welfare and Recreation Support Activity
(MWRSPTACT), MCO P5300.9C, Marine Corps Nonappropriated Fund
Instrumentalit NAFI) Personnel Manual

Discount Merchandiser, January 1990

Inside Retailing, June 18, 1990

Management Horizons, Spring 1989 Manégement Conference

Management Horizons, Spring 1990 Management Conference
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Sites Visits/Briefings
Armed Services Exchange Study Group

7 May Little Creek Naval Amphibiocus Base Norfolk, VA

10 May Norfolk Field Support Office

10 May Norfolk Naval Operating Base

10 _May Briefed and visited new Navy Exchange Norfolk, VA
11 May Visited ships stores afloat (one large and one

medium size ship) USS Puget Sound (AD - 38), USS
Stump (DD - 978)

13 May Navy Lodge, Field Support Officee Norfolk

14 May Briefed and visited FSO Norfolk and Navy Lodge

l6 May Briefed and visited Dan Daniel Dist. Center,
visited ARFES Exchange Langley AFB, VA

22 May Briefed and visited Headquarters ARFES Dallas, TX

23 May Briefed and visited AAFES Fashion Dist. Center.

Visited Hyper Mart USA, SAM's Warehouse Club, Target
Store and Spoerts Town

4 Ma Walmart y
25 May Members of ALA and AFMC talked to the study group
29 May Quantico Marine Base
30 May Briefed and visited Beadgquarters MWRSPTACT
31 May Briefed and viﬁitea Headquarters NAVRESSO
1 June Vigited Bolling AFB BX and Henderson Hall MCX

2 = 13 June Staff Director and selected study group members
visited:

- Iceland (Navy Resale Activity (NRA) Keflavik)
- England (RAF Feltwell, RAF Lakenheath and RAF

Mildenhall; NAVRESSO European Purchasing Office,
West Ruislip Exchange/Commissary)
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- Germany (Gruenstadt Industrial Activities; Giessen
Depot; Ramstein, Rhein Main, Vogelweh, River

Barracks Exchange facilities)
- Italy (NRA Naples)
- Spain (NRA Rota)
5 June Oceana Naval Air Station
5 = 7 June Study team members visited Oceana Naval Rir

Station and Camp Lejeune exchange facilities
25 - 27 June NAVRESSO Fashion Distribution Center (Bayonne, NJ),

(AAFES) Atlanta DC and NAVRESSO FS0 San Diego Distribution
Center

25 June - Engineer visits projected to selected CONUS

19 July exchange facilities

29 June Chase Field, Beeville, Texas

29 June Corpus Christi Naval Air Station

29 June Kiné#ille Navgl‘hir Station

1l July Jack;bn;iile f}eld Support Office

2 July Cecil Field )lalval Rir Station

2 July Jackgonville Naval Air Station

3 July Kings Bay Naval Submarine Base .

9 July Mare Island Naval Station

9 July Oakiand Field Support Office

20 July Alameda Naval Air Station

10 July Moffett Field

10 July " Treasure Island oy,
1) July Monterey Naval Postgraduate School :
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11 July
12 July
13 July
13 July
17 July
17 July
18 July
18 July
18 July
18 July
ig July
18 July
18 Juiy
25 _July

29 July

Oakland Naval Hospital

Long Beach Naval Statien

El Toro Marine Corps Bir Station
Camp Pendleton

Miramar Naval Ai; Station

San Diego Field Support Office
Ballast Point Naval Submarine Base
Coronado Naval Air Base

Imperial Beach Outlying Field
North Island Naval Air Station
San Diego Naval Hospital

San Diego Naval Station

San Diego Naval Training Station
Great Lakes Naval Training Center

Chase Field, Beéville, Texas

EXCHANGES
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Mr. Jim Zaker

Al Bardo

Mr. Jerry Baum
Richard Berg

Mr. Paul Bierhaus

Mr. Trausti Bjornsson
Evelyn Benite:z

Tony Blackburn

Bill Brochers

SHC William Burrell

Mr. William Borrows

Mr. William G. Butler
Mr. Robert Byrd

Ron Carlson

Mr. Larry Chapp

o]

[
Y]

ces Marketing

ort COffice, Norfclk,
Distribution

Ir]
4
®
bt
N
L)
c
(a)
3'd

ARFEE, Chief, Rnalysis arnz
Support, Purchasing
Diresctorate

Headguarters, AAFES  Chief,
Services Branch :

Navy Exchange Naples,
Accounting Manager

NAVRESSO, Senior Buyer,-
Softlines

Navy Exchange Naples,
Retail Operations
Manager

Bmerican Logistics Association .

Keflavik, Store Manager

Navy Lodge, Lodge Manager

NAVRESSO, FMG

AAFES, CH

Keflavik, Maintenance

Advisor to NAVRESSO

NAVRESSO, Manager, Staffing
and Career Management
Branch

NAVRESSO, Deputy Commander,
Distribution Management

Division

Field Support Office, Norfolk,
Acquisitions

NAVRESSC, Merchandise Manager,
Hardlines :
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Albert Catton

Beverly Cullison

Alan H. Czako

Mr. Rcon DeRenzo

Ms. Pat DilLorenzo

Mike Dover

Ms Susan Dowell
LTCOL William Dunn

Mr. Jack Engle

Mr. Paul Feuer
SHCS Rene Franciso

Juanita Gaglio

Sal Grasso

Navy Eurorpean
Reguisiti

Marirne
Activity,
Operations

Corp MWR Support
Head, Services

ranch

Naval Base Store, Personalized
Services Manager

Field Support Office, Norfolk,
Manager, Office of
Personnei

NAVRESSO, Laboer & Employee
Relations & Employee

Benefits Specialist

NAVRES SO, Manager,
Workforce/Planning &
Administrative Support
Branch

Navy Exchange Naples,
Services Operations
Manager

Navy European Bayine Office,
Buyer

AAFES, Chief, Transportation
Division

American Logistics Association

NAVRESSO, Deputy Commander,
Contracts Group

Keflavik,
Officer

Deputy Exchange

Navy European Bayine Office,
Buyer

Rota Navy Exchange,
Food Service Manager
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trt

ichard Hamilton
Marge Hardin

CAPT Ross Hendricks
Sara Herring

MAJ Mary Hicks

Alfred Hughes

Mr. Bill Irwin

Ms. Lois Joy

Mr. Lloyd Johnson
‘Mr. Robert Kahn

Mr. Paul Karp
Joseph Kempsey

CDR T. Lanier

‘Mr. Richard D. Lee

Ken MacDenald

Mr. Bob G. Maddin

MWRIFTACT, Qu=ntice, VA
Head Zmpiscyee Eenelits
Supporst Iranch

Navy European Eayine QOffice,
Director

Navy Exchange Naples,
Personnel Manager

Field Support Office, Neorfolk,
Commanding Officer

Naval Base Store, Food Services
Manager

Camp Lejeune, Exchange Officer

Rota Navy Exchange,
Security Manager

American Logistics Association

Heaguarters, AAFES, Chief,
Accounting Branch

American Logistics Association
AAFES, Advisor

NAVRESSO, Private Label
Coordinator

Rota Navy Exchange,
Deputy

Navy Exchange Naples,
Officer-In-Charge

MWRSPTACT, Quantico, VA.,
Head, Human Resources
Support Branch

Field Support Office, Norfolk,
Financial

Headgquarters, AAFES, Director,
People Resources
Directorate
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Mr, Phil Marshall
Mr. Jonn Marecki
Mrs. Heidi M. Mauck

Donald McCarrcll
Ms. Donna McCallion

Mr. Bob McGinty
Mr. Edward G. McNamara

Mr. Carlton Menqgr;
Mr. Raj Minocha

Mr. Don Mohlman

Mr. Allan Monet

Mr. John Moore
Mr. Jim Murphy
Mr. Marty Murphy
Mr. Ron Neitzke
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KPMG Peat Marwick
NAVREES O, Director,
Mercnandising

MWRSPTACT, Quantico, VA.,
Assistant Head, Employee
Benefits Support Branch

Rota Navy Exchange,
Uniform Center Manager

NAVRESS0O, Buyer {(Consumables)
Norfolk, FSO

NAVRESSO, Exchange Operations
Division Director (EODD),
Jacksonville FS50

Headquarters, AAFES, Chief,
Policy and Procedures
Development Branch

Supervisory Merchandise Buyer,
Camp Lejeune, NC, USMC

AAFES, Chief, Plans & Program
Division

Navy Resale and Services Support
Office, Perscnalized
Services Branch

Armed Forces Marketing Council

NAVRESSO, Consumables Section
Manager, Norfolk FS0

NAVRESSO, 8San Diego, Director
Exchange Operations
Division

American Logistics Association

American Logistics Association
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¥r. Robert C. rzrdue

Mr. Ken Fatterscn

Mr. Conrad F. Pearson

Jerry Peterson

Debbie Phillips
Arlene Polk
CDR John Pooley

Mr. Jchn Price

Tom Quirk
Eileen Reinhard
Francisco hicote

Mr. Rip Rowen

Mr. Thomas Rowe

Nevy Fesale Akcozivity, Grea=
Lakes, Deruty Exchange
Manager ‘

Headguarters., ARFES, Chief,
Insured Employee Benefits
Eranch

AAFES, Chief, Policy, Programs
and Procedures, Purchasing
Directorate

MWRSPTACT, Quantico, VA.,
Labor & Employee Relations
Specialist

AAFES, CHM

Field Support Office, Norfolk,
Clerical

Field Support Office, Noriolk,
Clerical

Field Support Office, Norfolk,
Executive Officer .

MWR Support Activity, Quantico,
Head, Retail Operations
Branch

Navy Exchange Naples,
Deputy

Navy Exchange Naples, ,
Merchandising Manager

Rota Navy Exchange,
Financial Manager

Armed Forces Marketing Council
NAVRESSO, Manager, Wage &

Classification & Position
Management Division
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Mr. Jackson Schuiz:z

Ms Mary Ann Scigliano
Heward Segman
Mr. Gary Shirley

K. Jartan Sigtryggson

Mr. Evan Singer
Ms Pamela Singleton
Mr. William C. Smith

CDR Fred Spetss

,)
Mr. Charles Stockburger

Mr. G. E. Stoddard

Rob Stout

M. C, Turley

Ms. Peggy Vitola

NAVRESSC, Softlines Section
Manager, Norfolk FS0O

Field Suppecrt Cffice, Norfolk.
Exchange Operations

Navy European Bayine Office,
Deputy

Keflavik, Security Manager

American Logistics Asseciation

First Vice President, Securities
Research and Economics,
Merrill Lynch

Headquarters, AAFES, Chief,
People Folicy and
Affirmative Action Division

Navy European Bayine Office,
Officer In Charge

NAVRESSO, Deputy Director, Store
Operations Division,
Exchange Operation Group

Supervisory Merchandise Buyer,
Camp Lejeune, NC, USMC

Field Support Office, Norfelk,
Facilities

"Naval Base Store, Deputy
Exchange Manager

NAVRESSO, Assistant Deputy
Commander, Human Resources
Division
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Mr. Charles Wiesneth

Tom Williams

Annie Wilson

Ms. Carol Wilson

Mr. Martin A. Zidek

“eadgusrers. RARTIZI  RzsisTanc
Compiro..er—-IlIurance
Fie:Z Zupport Ciflice, Noricolk,

Zata Frocessing
Navy Exchange Napiles,

Distribution Center Manager,
Dan Daniel Distribution
Center

Field Suppecrt Office, Norifolk,
Hardline Group Buyer

Ease Store, Retail
Operations Manager

Naval

¥eflavik, Accountant

MWRSPTACT,
Personnetl
Specialist

Quantico, VA.,
Management
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