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.MﬁMOﬁANDUM FOR STAFF DIRECTOR, ARMED SERVICES EXCHANGE STUDY

SUBJECT: Statement of Work and Study Procedures

As the Staff Director for the Armed Services Exchange. Study,.'
you are responsible for the conduct of this important rev1ew.‘ g

Individuals identified by the Hllltary Services (Tab A) w1ll*
a551st in the study. You may obtain other expertise you deem’ ..
necessary, on a temporary basis, to assist in the development: and’
coordlnatlon of the report. Co

The study’s "Mission and Objectives™ are at Tab B. : C
Addltlonally, to help focus the study effort, a detalled .
‘'nstatement of Work" is provided at Tab C. At Tab D is a copy;of
the Assistant Secretary of Defense for Force Management :‘and-
‘Personnel memorandum to the Services concerning the DoD rev1ew of
“the military exchange systems, a milestone schedule and a summaqy
‘of personnel resources tasked to the Military Exchange

;'Comm1551on. . . ,(

_ My p01nt of contact is Captain Frank Jepson, telephOnéﬁfAﬁ;ﬂ?x
4AV 227-8525/4054 or (202) 697-9525/4954. ' S

: (O
Donald W. Jones .
Lieutenant General, Usa . &
Deputy Assistant Secretary :
(Military Manpower & Personnel Pollcy)
Attachments:
As stated
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Colonel Thomas E. Loughlin
Private First Class Diana LeGer
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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 systems,

2. The objective is to identify increased efficiencies,
reduce overhead costs, and increase savings in nonappropriated
fund and appropriated fund resocurces. 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 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; . )

¢. 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 (DolD) 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 scurce 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 seriocusly 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.
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4. The military community’s morale, welfare, and recreation
programs rely heavily on the success and earnings of the ASEs to
support vital community programs. Additicrally, 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/LIMITATIONS:

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 baseline 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 o
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. COBJECTIVES:

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 ' P
procedures; ’ Tl

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 functicnal Lo
areas shown on the attachment. :

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




. E. SCOPE OF WORK:

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

a. OCrganizational Structure.
b. Financial and Business Strategy.
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.

,

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

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

6. 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 Processing, Personal Computer, Software - OSD
funded. .



4. Manpcwer - Permanent resources as outliried in ASD (FMsP)
memorandum dated April 27; temporary as required,

S. Reproduction Costs - 0OSD funded.
6. Travel and Per Diem -~ Service funded.
7. Indirect Costs = 0SD funded.

I. KEY PERSONNEL:

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

J. CONSULTANT SUPPORT:

Any additiconal consultant support will be funded Jjointly by
the Services with appropriated ¢or nonappropriated funds,

Attachment:
As stated




Functicnal Areas

Management systems

Organizational structure

Comptroller functions

Firance and aéczunting 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 frerchandising practices
Customer service operation

Operations management procedures
Trade-industry relations

Inventory management systems

Private sector financing initiatives

Ship store operations



ASSISTANT SECRETARY OF DEFENSE

WASHINGTON, D.C. 203014000

2.1 APR 18883°

IE MANAGEMENT
10 PERSONNIL
]

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

ASSISTANT SECRETARY OF THE AIR FORCE (MRAIGE)

SUBJECT: DoD Review of the Military Exchange Systems

In the letter at Attachment 1, the Chairman, Morale,
Welfare, and Recreation Panel of the House Armed Services
Committee, has directed that the Department conduct a review of
: the military exchange systems. Proper consideration will address
| many multifaceted and complex issues. It is a major undertaking
’ that cannot be viewed lightly. It is anticipated the Deputy
Secretary of Defense will direct the establishment of a DeD
- cemmission to conduct the study and appoint Lieutenant
] General Donald W. Jones as the chair. At Attachment 2 is an
: organization chart for the commission and at Attachment 3 a
detailed listing of the resources required to staff and guide
the effort. At Attachment 4 is a brief milestone chart listing
! key events. I ask that you take the necessary actions to provide
! the resocurces tasked to your Department. The full-time staff
must be available by May 7 for a 180-day commitment. Each tasked
Department must fund the resources required. Please report the
names of the personnel who will represent your Department to
Lieutenant Cclonel Jim Sass, telephone 63%7-9525, by May 4.

K
-

Christopher/Jehn

f Attachments:
. As stated
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Lt. Gan. Donald W. Jones

Deputy Assistant Secretary of Defe.nsa
(Military Manpewer & Fersonnel Policy)
Departsent of Defense

Room 3C963, The Fentagon

Washington, D.C. 20301

. Dear General Jones:

..+, The Armed Services Committee bas made acquisition reform a major agenda

..« item this year and is c-osely tracking the progress of the Defenss Management
Report. This exercise promises to reap great dividends in efficiency and

effectiveness of the entire military supply syszem.

We share the DOD's emﬁha.sis on reduced overkead and savings in dellars and
manpower aleng with the {nitiatives to streamline, eliminate duplicatien of
effort and ensuyre timely decision-zaking. -

" The committee is further émcouraged ‘by the preliminary results of you:.-
ongoing review of the military commissary program and ve anxiocusly await this
report. Initiatives being considered are most promising and will set the stage
for stabilization and ¢ontinuation of this important bepefit in the tumultucus

ye.a::: ahead.

Budget: consideraticons vere the driving force when the committee asked the
DOD to undertzka this baseline reassessment of the commissary program. Sinbcs
that time, global developments bhave comverged vith cur budget concerns, making
change mord immediste and important. Thesa global and dudget developments
further coincide with major developments in thke marketplaca, prompting our
interest in exploring the altarnatives to posturs the exchange operations of
the arwed services to continue their reputation of providing a high level of
servica to our dedicated military men and women.

The military e.xch:u:gn systems and the military resale system at large is
facing major challenges. Military forces are about to underge major reductions

.\/ and shifts dus to strategic considerations and base realignment and closurs.
This demographic shift vill have a tremendous effecz upen the market basa and

puzrchasing pover of thess systems,
A-11



S e e b b et e ———— ———— i T ——" T ————

hd .a

'2“':

Armed with mere scephisticated communications, distxidution, and n:a..age_.e.nt
tec:"_:o"cgv the cormercial retail industry is being reshaped vith some exserts
predicting that each retail category will have no more than six, and perhaps as
faw as two pezchants accounting for as muck as 60 percent of retail sales.
This mass merchant reconfiguration will inev:.tably find its way to the military
markat.

Military exchanges also are btenefiting from thess technological advances.
The Arzmy and Air Force Exckange Service is in the midst of a conselidation that
will save millicms and empower this system to generzte more fimds for essential
military community programs. HMilitsry exchanges are investing heavily in
podern distribution centers and arz employing sdvancad comunications
tachnology to further consolidate their operations. Trhese developments are
fast making area and regional offices obsolete and cause us to szriously
question the need for separate agencies that offer the saze products and
services, often in the same geographic area,

Further, the zilitary community's morale, welfara and recceation program
relies beavily upon the earnipgs of military excharges to support wital
cormunity programs. This source of funding has and will tecome more important
as Congress and leaders {n the Depart=ent of Defense maka the hard choicas on

the defensa budget. .
The eonfluence of thesa developments bas led the committze to conclude it

is prudent and ressonable to undertike a consolidation of military exchanges

and creation of an orgamizatiom that can best meet the futura raquirements of

ouxr mlit..ry personnel, especially those sexrving in remote and overseas areas,

Here again, our objective {s stabilization and contimmation of an important

non- pay compensation benefit for cur militacy personnel and the.xr fam.l.ie.s.

Ac:ording, ve request that DOD {mzediately unde:tzka 3 feasidllity review
of military exchange consolidation and by October 1, 1990 provide the committee
with 3 plam to {zplement this consclidatiom by the begmning of fiscal yeax
1992. We look fqr:ward to vorking with you in this regard.

Sincerely,

Harvin leath

Chairsan

Horale, Welfars and Rec—ution Panel
Subcommittew on Readiness

ML:sr .
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Military Exchange Study

Cralrman ~ LIG Jonas
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Staf? Directoar

j

Amiaistretive farvices

Cralr: Alr Forea. Ravier existing systems,
Managecunt Systure Determine pros and cons of sach Secvice’s
. {Systea. Conpare with privats sectof. Recoo
mand adopting best, modifying existing system
or retaining status Quo.
Chalr: Acmoy. Ravisw present sirategles,

s runciel Busizess Strat Consider existing constraints and private sector
initilatives. Recoermend adopting best, modifying
existing systams or retaining status quo.
Chalr: Navy. Reviev existing systems. Deter-

—_—1 Eistmionannmﬁatlml aine pros and cona of sich Service’s systam.
Sywtecg Compars with privats sector. Recoomand adopting
best, rodifylng existing system or retaining
Status que.
’ Chaizr: Mavy. Define acceptable secvice
Sperntions Managesenf lavels, Reviev existing systams [or confommity.
# Outline actions required to attalin this standard.
‘Chair: Ammy. Reviev existing systezy. Deter-
a ™ nins pros and cons of sach Service’s systam.
Systeng Coopare with private saczor. Recoomend adopting
tast, rodifying existing systaa of restaining
status quo.
Chair: Marise Corps. Rsviav existing systams.
Determine pros and coay of each Servica’s systes.
Rarsonnal Compare with privats sector. Rscomand adopting
best, podifying existing systes or retaining
retaining status qQuo.
Chair: MAir Torce. Reviev axlisting systems,
Inventory Mansowmnt Detarmine pros and cons of each Service’s
Systecy systam, Coopars vith private sector. Recormw
adopting best, mxdifying existing system or

rataining status quo.

April 23, 19%0



Committee Members C-4 to 0-6 or equiv-~
alent graded
civilian

Army =~ 3 members as follows:

1. A business/financial management expert.

2. An engineering/construction expert.

3. A distribution system expert.

Navy - 3 members as 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 coperations expert.
Army and Air Force Exc%ange Service:
1. An exchange opefgtions expert.
Office of the Secretary of Defense:

1. ©One attornhey 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.

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

A-14




Summary ¢f Personnel Resources Tasx:=Z to the
Military Exchange Commission

DoD Review of Militarv Excharces

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

held monthly.

Technical Advisors:

Deputy Chief of Staff, Personnel, Navy
Peputy Chief of Staff, Personnel, Army
Deputy Chief of Staff, Personnel, AF
Depﬁty Chief of Staff, M&RA, Marine Corps

Chief, Office of Personnel and Training,
U.8. Coast Guard

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

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-¢ As appointed by the
Chairman.
Administrative Army Admin Specialist E-7 or E-8
Staff . Air Force Typist E-4 or equivalent
civilian grade
Navy Typist E-4 or equivalent

civilian grade

Marine Corps Typist E~-4 or equivalent

civilian grade
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10.

1.

12,

ecstornes for Completing the

the Jones Commission

Action

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

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

4 administrative staff.

Write letter to General
Officer Steering Group
cutlining major objectives
of their invelvement 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 QOfficer 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

DeD Study of Military Exchancges

Milestone
Completion

March 23
dpril 2

May 7

May 8

May 14

May 25

May 30
July 16-25

Auvgqust 24

August 28

September 14

October 1

Moams~~aeca A‘]R

II)

OPR

Commission
Chairman

Commission
Chairman

Commission
Chairman

Staff Director

Commission
Chairman

Commission
Chairman

Commission
Chairman

Staff Director

Commission
Chairman

Commission
Chairman

Commission
Chairman

TBD




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

26 MEY 182

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 and services necessary for their healith,
comfort, and convenience, and (2) to provide a 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 Comptrollier 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 exchanges in the Department of
Defense and shall report to me by August 15, 1990 its findings and recommendations
for strengthening them. The Review Group's recommendations shall include a
recommendation on whether the exchange systems in the Department of Defense
should be integrated into a 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 Report to the President shall guide the Review Group in its
proceedings.

%Jm
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A DOD STUDY OF MILITARY EXCHANGES

Appendix B

Purchasing and Inventory Control

Attachment 1 NAVRESSO Comments.....ceovevevunvsos veer.B-1
Attachment 2 MWRSPTACT Comments. .. ovveeeennnsace «+...B-8
Attachment 3 ARFES Coaments. ....... e et sar e B-13
Attachment 4 Sa;es'ioss Rationale......... oo B-14

Attachment 5 Inventory Quotes. ... oo e B-21




From: NAVRESSO Attendees 7/5/7‘0

To: Crairman, Jones 1I Study Group

Subj: INVENTCRY MANAGEMENT FOCUS GROUP MEETING: DISSENTING
OPINION

£ncl: J.M. Marecki Memo for the Record

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

assumptions:

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

B. 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

D. 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

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

B-1 Attachment 1



ref

wr
W

T Exchancge £+ .4

-~
-

NAVRESSS ettencees at sulliect meetirg. The ni

group is to provide an uncornstrained baseline

Department of Cefernse Armed TForces excharge systems;
increased efficiencies, reduce overhead coess and inzre
in nonappropriated and appropriated fund resources. Policies and

‘:

initiatives will be recommended that provide for an crdsrrf ~5s 

implementation of any identified effeciencies; the changes shOlef””'
‘have no negative impact on customer service or savzngs- and reviea
all functional areas of the armed services exchanges, 1dent1fyg

" u;,’

efficiencies and include but not be limited to ths feasibility o.
consolidating some or all functional areas. >
2. The specific purpose of subject focus group was ts examine i*
procurement/contracting function of the three exchange systems fo
improvement and/or  possible consolidation. The fqllbg;h§3
represents the main areas of agreemsnt from the perspective of thé;j
'NAVRESSO attendees: o
o If a consolidation were to be undertaken. the 6&1?'
~ infrastructure which may have the capacity tc absorb-éﬁéft
combined operation is AAFES. o
¢ The elimination c{ the Navy procurement/contracting :
function would result in the elimipation of buyers at |

NAVRESSO, Navy Field Support Offices, Ravy Rgsalo

MActivities and Marine Corps exchanges. These reductt&@é:

B-2



woi.d be cffset Ly a7 increase In vne Amiil oo ...,

a: ezcn Navy and Marine C:orps Ex:shange to accompiish the

merznandieing funcelion reguiived ty the AAFES excrange
syseT. Toe net lmpactt On otItal s-3ffing as a result of thice
comzsiidasicn could not e determ:ined. NAVRESSC considers

that the savings resu.ting from the censelidation of
procurement/contracting functions would be largely offset
deue to Jecentralizaticn of the merchandising functiorns whick
NAVRESSO has successfully consolidated at Field Support
Offices and the addition of buying staff at AAFES
Headquarters. The fallure to come to grips with this issue
severely limited the results of this focus group.

It was ccncluded unanimously that each service is
accomplishing its mission admirably {n 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

customers may be disenfranchized due to a change in the
buying strugkure. which would distance the buyer from the
customer. Although these risks are real and customer
loyalty {s a fragile commodity, as evidenced by tbo'recant
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
disfranchised, the loss in Navy exchange profits would Dbe

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



iose reec iting frox consclidation w25 gliven ConlY a Low
croraditity fazter, i would cffset $4 million of anrual
virnze athieved through censsiidaticn,

The fagt that the missicrn of the study group was t¢ conly

recomrend changes that maint2in the séme or higher levels
cf brand selection and service to the custcmer was geserally
given little or no consideration in the conclusion of this
focus group.

o It was the general perception of the group that
consolidation of the procurement function may result in some
cost price reductions. There was no factual data
presented which supported this critical consideration. It
was agreed that if'thefa‘were any cosi price reduﬁtions that
they would at least be partially offset by increased .
distribution and operational costs. There was no clear
benefit in term of lower cost prices established by the

focus group.

o2 There were repeated references by members of the permanent
study teamlt;at it would be better for the group to
recommend‘some form of consolidation than to have a more
honercus form of consollidation edicted by higher authority.
This seemed to be the single most pervasive argument for
consclidation. This is not a logical approach to issuse
at hand., As a consequence, no attempt was made to'assess
cost impacts or to £dent1£y the poténtia! risks associated
with the consolidation of the procurement function.

3. In the final analysis, the omly areas of consensus achieved



ng tne focus gronp reevtings were that the services were
cerforming thelr proc.resent functions wel!. cusicmers were we.l
servesd et cos%  prices wiu.d nzt te r-eluized treca_se of
conec.idating the preouresent function to any appreciable exvent,
if a% aji, and that there might Le scme personne)l savings that
would result from consoiidation but these were not Quanitified,
it was the opinion of & _ NAVRESSO attendees that the {ssue of
consolidating some or 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
formulation of recommendationﬁ.

4. Although the charter of the study group was to examine
alternative ways to save resources, only the {ssue of consolidation
.was given any sgrious consideration. The NAVRESSO attendees
consider that there is no justification that supports any form of
cornsolidation of the procurement function. The reasons for

recommending the current status quo are attached.

4
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STATLE QUC

1 A.) the exchange services are effectively perferming their .
Tmission ~ providing goods and services.to military personrne: :
and their families at a savings and are generating profits for
¥4P programs - "If it ain't broke - don't fix it.-~

o This performance has been achieved in a period of
unprecedented turmoil in retailing. A period where major
retallers have merged and gone bankrupt “Bigger is not
necessarily Better.™

° Individﬁai exchange'services can react faster to changes which
will result from base closures and troop reductions ba;ed on
current dramatic global changes. The individual exchange
services are closer to thelr customer base than a consolidated
system would be and can better relate to their needs during

this period of unprecedented change. “Timing is Poor."

o Stagnancy due to lack of inter - service competition‘
diminished/esprit de corps within the Military Departments -
Loss of "Pride of ownership.” “Taking Care of our own."
o Status quo for the Navy is a very favoradle position from the
point that the Navy Rasalp System presently provides excellent
goods and service to their Navy community. It provide'savings
on quality merchandise to 1lts patrons. It is very responsive
to local commands and customers, while contributing the | f;,
highest dollar amount per capita to its MWR program. NAVRESSC

has the best return on cost and best net worth of the thres



mili%ary exchange services. NAVFEISD s poicfed t: lnitiase
evo.utizrnary organizaticral and cyeraticnz. enhanlermernts tha-

are desigred to ensure ccontinued s.ccess in a increasingly
sophisticated and aggressive retailing industry. Any merger
would carry with it a degree of risk that {s not justified by

the minima: savings that may or may not te achieved,



To Chairman. Jcnes 1D Study Groun
sUuer sventIr MzraceTenw FTIool: Frils Mzavors
Eacl: (1 Missiorn and Objectives

12) Excharge Service Purchasing Productivity

73) Trafz Fepert

1. Regardless of Hhatevgr cecision is reacked as if relates to
consolidation, the Marine Corps Exchanges should be allowed to
continue to operate as a division under the Marine Corps
Consolidated MWR system. Consolidatlion of MWR businesses should
be considered in the future due to the increased efficiencies, cost
savings and loss of appropriated funds to support MWR activities.
The Marine Corps' testing of a consoclidated system will prove
invaluable when this issue is addressed for all services.

2. Based upon the mission statement (enc! 1) the following is
submitted.

¢ 1Is consolidation feasible - Probable.
The Exchange systems carry approximately 80% of the same type of

»-

items. They may vary in depth. vendor or pricing but the
assortments are similar. The different merchandise that makes the
exchanges unique and different (20%) would have to be considered
and a way found tc 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 negotiated to reflect different

cost prices. The Exchanges are probably purchasing merchandise

that would preclude any major sa#ings, taking into consideration

Attachment 2




S.Ying L Eve rowever  ssre cf the savirge would be ¥fszex kv
aiding adiisicral furnomicns at soive (eve enci 2

= Tczs zoreo.iZdaticrn increase efficiencies - Freolatie.
1t is probable that efficiencies couid e rezlized in 3reas £

purchasing f(encl 3) based upen duplication cof efforts by the
different exchange systems. nere could alsec te efficiencies
realized in MIS, transportation and distribution, personnel,
accounting and other areas related to retail sales.

3. Without éhe proper systems (MIS, Warehouse, Transportation,
Accounting, etc.) in place, the Marine Corps cannot recommend
consolidated buving. However, with the support systems in place
and substantial savings and efficiencies identified, the Harine‘

Corps could recommend partial consolidated buying of selected

clagsifications of merchandise.



_ ceamiie e m e emmmieir= geze 3 -
3 S-mzTus - - rerTalnling sTatT.lz z-

Tuc-rgrmeoe Sveivmen woul.ld rez.lze o efficiencies in prazcizes soi

--scadures e zatrcn wroold ccootinue = erniey a high

Tevel of customer service with the avaiiabilitv cf ferscral carzact
with the patron by merchandise perscnnel (buyers}). The patron may
Fay a higher price for some items if the exchange dces not buy in
guanties that are large enough to receive Jlower cost prices. The

patron would continue to benefit from the assortment of merchandisas
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 warehouvee/distribution cost. The
irnability of Theadquarters +to ensure proper stock levels,
assortments and pricing of certain items or classifications is a
concern.

b. Partial Consolidation: With partial ccrsolidation, the

Exchanges mav 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 merchandiss.
The patron should also benefit with uniform pricing by all

exchanges within a specific shopping area.




z 2w o sre gwznarzes I vr2az e =3z ;g ooojersinre IIgs Trere
wirl.3 zlec te =z stanfardiraticen cof = TI.iIi2r s groied_res

.
direc=asd from a Heafzuarters lewvel However the matror ceoviid

receive a tower leve! of customer service tezavse of
standardizaticn of stcres and the lack cf flexibility that now
allows the exchanges 1o guick.y react to the specific reeds and
wants of the local populaticn. In addition, the'merchandise staff
would be removed at the local level making communication with the
local patron virtually impcssible. The stores would lose the
identity fhey now have based on an focused stock assortment.
However, Full consolidation should provide fer more systematic
catalogs and promotional events and better utilization of availible
co~op participaticr from vendors. There cculd be savings in the
area of private label/house brand merchandise. There could

te savings in the area of transportation and distribution. MIS
systems would have tc be consolidated/upgraded without duplication
of efforts. There should be savings generated he at buying level
tecause of quanitfidiscounts, allowances and terms. There could
be pcssible savings in existing areas that have different exchénges
competing for the same customer. The ability to negotiate local
direct delivery contracts becomes more difficult and time
consuming.

d. Eeparate 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 gradiné
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CONSOLIDATED EXCHANGE SERVICE
CONCERNS

3 strictly a statistical viewpoint, a complete consolidation of the
e exchange services may appear to be cost effective and desirable;
zver, the projected savings can be greatly affected by the following
angible issues:

i,

Each exchange service has significant philosophic varistions within
their area of operatlion. For example, AAFES has a vertical manage-
ment structure, the Marines are integrated with the MWR, and the

Navy hae direct distridbution of dividends. The projected savingse
does not address the tremendous impact to the operating environment
and corporate culture. These changes effect the retail operation and
assume the consclidated Exchange System would operate in a smooth
"AAFES~-1like" environment.

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

Consolidation requires compromise, cooperation and a willingness
to make changes. Each of the three Exchange services are
Justifiably proud of their operationa. A consolidation will
require significant changes to the way business is conducted.

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

While there are obvicus efficiencies in centralization; experience
telles us there is a "point of diminishing return”, e.g., at some
point in centralization,, we cease reallzing efficlenciea and

become inefficient in attailning desired goals/efficiencles,

With regarde to cconsclidation, no one knows where that point is,
but it ie possible that AAFES is approaching that point, or may
already have reached it in some areas. This could significantly
distort projected savings.

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

A consolidated exchange would be one of the largest retail
organizationes in the world. Thie requires highly skilled
management equal to, or better than our competitors Wal-Mart,
K-Mart, Sears, etc. A consolidated exchange eystem would have
to be competitive with regarde to hiring and retaining thie kind
of panagerial talent, i.e., pay scale, fringe benefits, perks.

Much of the projected eavings can be achieved with a partial
consolidation of the three services.

A bigger organization is more vieible and bears the risks of
increased political and bureaucratic influences.

B-13 Attachment 3



sestion: Frovide full deatails and ratienalas fer your
ast.rmates ol 3 (5% sales loss 3nd of a 2% miiliern lefmt
reduction. . .”

AL Swar:

Fenderson Hali MCX and Fort Myer MBAFES exchange are 91thin
clese proximity such that patrons at either installacion ray
conveniently shop at either facility.

Henderson Hall retail sales are $21 million, Eort Myer 1s
$11 »illlon - & difference of $10 million or 47N.. We :.
assumed. that each buying group could have : archandised 1;3
store in whatever manner it wanted to., - i

About one-half of all military patrons have a chAice,ozg J§ 
axchanges in which to shop. 47X times one-half equals .
roughly 23%.

We conservatively used 15% to include a factor for those. Fw~¢.7
patrons who would buy something even if what they really-
wanted was not available. As validation, we ‘looked. at . the
impact at Zayre stores of the change to Ames' mérchandise”
agsortment., Zayre stores suffered 16% sales loss from: th&
change made by Ames, .

NEX retail salss equals $1.4 billion, MCX retail sales equa
about $0.3 billion. Total of §$1.7 bxllion times 15\ equala“
lost sales of about $255 millien.

We assumed that gross profit lost would be partlally offs&tﬁ
by managing store expenses down with perfect 11nearzby Ll
{reality is that it would be somewhat less thah’ linear.yeé

linear is more conservative assumption). Therefore, ta11
ret contribution™ as we use the term is the spprop'xate
profitability factor to uss.

Retail net contribution abprox:maﬁii 108, $255 m:llzon
times 108 equals 325.5 million, we used $25% mi;lmon. o

our analysis assumed thathavy/HarCorp: personnel 'who' g?ugd
buy an item in a present AAFES exchange would buy'theﬁ-t,‘
iten in any exchange, possibly shifting sales Zronfbnegﬁi:
to another but with ne net change in total. R R
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THE CFF'CE OF THE ASSISTANT SECRETARY OF DEFENSE

WASHMINGTON D C 203014000

NCE MANAGEMENT
\ND PERSONNEL

Ms Jill Manning 14 AUG 1330.

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 ailitary 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. 1Inclosure 1 details
the questions asked upon receipt of these projections and
inclosure 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 system?

Thank you in advancg, for your assistance.

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

: 2 Incl
as
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E aAugust 1FF0
Ca.e Eimnder., NAVRECSSCO

re; Meetimg on 7 August and page 7 of Navy/Marire Ascsessment
of study

1. Flease provade full details and rationrnale for your
estimates of a 1%% sales loss and of a 2% million profit
reduction, to includel )

a., Specifics on merchandise variety reductions,
i.e., what merchandise is now being bought by
Navy anrnd Marine buyers that could not be
purchased by a central buyer, and why)} show the
dollar sales and profits by each category that
can not 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 ratiocnale
and impact for each.

2, Show your assessment on the impact on small]l 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 alignaent, and why?

X. When a competitive environment exists, suppliers compete
with other suppliers for business. Detail your rationale
and list specific examples and the ispacts of each
instance where the existence or absenca 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.

Thanks.
Hi4::>R<SJ(;Q&!:£;)\‘\N\\ |
B
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waistion: o Frovide full details and rationaie for your
€stirates ol 3 (XN sales loss and of a 3% miliiorn profit
raductien.. .’

Al Swer:

Kznderson Hall MCX and Fort Myer AAFES axchange are within
clcse proeximity such that patrons at either installation may
converniently shop at either facility,

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

Abcout one-hs2l! of all military patrons have & choice of
axchanges in which to shop. 47% times one-half equals
roughly 213%. :

We conservativaly used 15% to include a factor for thoss
patrons who would buy something even if what they rzally
wanted was not available. As validation, we looked at the
impact at Zayre stores of the changa to Ames' merchandise
assortment. Zayre stores sufferad 16% sales Joss from the
change made by Ames.

NEX retail sales equals $1.4 billion, MCX retail sales equal
_ about $0.3 billion. Total of $1.7 billion times 15% equals
lost sales of about $355% million.

We assured that gross profit lost would be partially coffset
by rmanaging store expenses down with perfect linearity
(reality is that it would be somewhat less thah linear,
linear is more, conservative assumption). Therefore, “"retail
ret contribution™ as we use the term is the appropriate
profitability factor to use,

Retail net contribution approximates 10%. $25% million
times 108 equals 925.5 million, we used $25 miilion.

Our analysis assumed that Navy/MarCorps personnel who would
buy an item in a present AAFES exchange would buy the same
item in any exchange, possibly shifting sales from one store
to another but with no net change in total.

m e iy - — - f e .- -



4 Peat Marwick
Cortitied Public Ancountants

Suite W0 Teesnone 216 754 2006
Tranesgivirg Tower

180t Eim Street

Callas, TX TR0

Augunst 17, 19990

Mr, ¥W. Michael Moreland, C.P.NM,

Chairpan, Inventory Mansgement Focus Croup
POD Armed Services Bxchange Study Group
Building 3087, Nevphibase Little Creek
Norfolk, Virginia 23521

Dear Mr. Moreland: '

Ag discussed in our phona c¢onversation on August 14, 1990, we have revieved
the NAVY/USMC assessments ¢f anticipsated sales looses and profit reductions in
connection with ths fearidilivy otudy of c¢onsolidating the military exchange
gyetem, Bazed on our understanding, these estimated losses are projected fiom
the comparison of only two atores withinm close proximity. The NAVY/USMC
sxchanges may differ greatly from the AAFES exchanges in eize, merchandise
assortments, price lines and geographic locations, and it would de difficult,
tased on the limited information, to project anticipated losses due to &
conaclidation, 3Based on these facts, there appesrs to be Insufficlent data to
project anticlpated lossez in the event of the consolidation of the military
exchange systems,

I£ I can be of further assistance in this feasidility study, pleage feel free
to give me & call at (214),6754-2379. Thank you.

Yery truly yours,
KPMG FPEAT MARWICK

A o yi—c et
Phil Marshall, Partner
PM1DE

Py ey Pt ity R paspasiioge.




CONCERN: The study Qroup proposes that a consolidated military
exchange system would employ current AAFES operating systems
{procurement, MIS, distribution). These operating systems are
structured to accommodate a8 set of desired merchandising and
marketing strategles. Merchandising and marxeting strategies are
cesigred to the needs of Individual retallers based on their
customer profile and competitive market structure,

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

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

These differences In merchandising and marketing strateglies have
evolved to serve the differing competitive market structures of
the services. The Navy and Marlne Corps reslize a much greater
proportion of their exchange retall sales {n the United States
than does AAFES. Overseas accounts for more than 40X of AAFES
total retail sales, whereas Navy and Marine Corps exchanges only
achlieve 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 retailing environment than
is 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 rarked in the S&MM (Sales & Marketing
Management) market rankings, whereas only 53X of the U.S. markets
in which AAFES operates are In the top 100 SiMM market rankings.
These more urbanized areas in which NEX/MCX operate are
characterized by & more intense retalil competitive environment.
NEX/MCX generate 60X of their total retail sales in these highly
competitive marksts, while only 30X of AAFES sales are '
concentrated in these markets. ~

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

B-19 Attachment 4-4



The NEX/MCX customer is more likely to live on the private economy
than the AAFES customer. A greater proportion of Army and Air
Force active duty personnel live in base housing than Navy active
gduty personnel. The NEX/MCX has fewer "captive" customers than
RAFES. The NEX/MCX must have merchandising and marketing programs
designed to attract customers back to the military base.
Therefore, the NEX relies on direct maill advertising to a greater
extent than AAFES while the MCX applies speclialty retailing
techniques to differentiate itself from its competition. These
marketing techniques require a decentralized management approach
to be effective,

There is no simple quantitative model available that would provide
an estimate of the sales loss that would be incurred at the
NEX/MCX retail outlets resulting from the change of merchandising
and marketing strategies. There ls 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 1in October 1988. Ames stores
operated primarily in less urbanlzed areas, while Zayre stores
generally operated in urban areas. The marketing and
merchandising strategies 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 16X. The article
stated in part: "As it turns out, Ames has failed miserably,
providing a near-textbook lesson of how not to merge two seemingly
well-suited companies. Not only has it been unable to revitalize
the Zayre stores, since renamed Ames, sales at those stores have
declined ‘about 16% after & series of strategic blunders. Those
included changing the.name of the Zayre stores, as well as thelr
pricing and advertising policies.®

Today, AAFES, NEX and MCX are well-suited to serve their
customers. Their merchandising and marketing practices have
evolved over a perlod of 40 years based on their customer profile
and competitive market environment. Each of the exchange programs
has continued to be successful despite unprecedented competition
from commercial retailers. The exchange systems are positioned to
implement further evolutionary lmprovements that will enhance : =
thelr performance. Under these conditlons, fey prudent R
businessmen would risk the potential losses that are likely to be

incurred as a result of the proposed merger. . 'Ff'igiégﬁl
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Centralized support functions, decentralized management

"By the end of 1980, as much as 70-75% of our merchandise
will be centrally merchandised. We've found centralized
merchandlising is more efficlent 80 we can pass price savings
on to customere.” From K Mart’e 18889 Annual Report.

High performance retallere "...tend to be the “captalns of
their dietribution channele”. These cobpanies have become
powerful players in the distribution channel because of an
abllity to dellver market share and/or through ownership of
the source of supply. technology representes a major
commitment and continuing investment.” Management Horizons,
Spring 1989 Management Conference.

Federated Storeg, Inc. 18 developing a new, more centralized
buying etrategy that could save it millione of dollars and
enable it to lower its prices.

Ruportad by The Dallaa Morning Rewa, July 8, 1990.

“"Qur distribution centers 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 coate and dramatically added to our overall capacity.
With technoleogy ‘regional merchandising can be done today’."”
From David Glass, CRO, Wal-Mart, in January 1980 issue of
Digcount Merchandiger.

“The retail organization will be flat, lean and very
decentralized as information technology increases senior
management s span of cgntrol. Middle management will all be
dieappear as information flows directly up to higher
management or further down into the organization for analysis
and deciesione.” From Dan Sweeney, Chalrman, Management

Horizons, in The Dallas Morning Newsn, June 12, 1990.

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

advertising. But technology (worldwide satellite
copmunications, distributed information systems, expert
syateme) and intensified local market competition will
transform decentralization into the preferred organizational
ocption. Decentralization will represent the businesas
reeponse to greater diverasity and greater democracy in the
marketplace.” From Management Horizons” Retailing 2000, as
reported by Inaide Retailing, June 18, 1990.

“The Limited estores use store profile clustering to tailor
thelr merchandise mix to local trading, resulting in a
maximized sales opportunity at a reduced inventory
inveatment."” Management Horizons, Spring 1890 Management
Conference
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HASRDWARE
I. DESCRIFTION: Computer processing is centrali-ed on 1EM
T3F0 class computers manufactured by Amdanl Inc. In Europs.

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

II. ASSESSMENT: Mainframes are upgradeable and positioned
well for growth; there are no foreseeable restraints.

IIlI. FUTURE SYSTEMS: Several projects are underway to upgrade
and improve capabilities. Frocessing power and memory on aone
of the IEM 30%F0s is set for September 1990. Contract was
awarded to double disk capacity over the next two years as
growth 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 incstalled 'in all CONUS main
stores after a contract is awarded in late 1990¢.

OFERATING SYSTEMS
/

I. DESCRIPTION: Operating software is IBM MVS/XA using IEM
VTAM as communications interface. The data base management
system is IEM IMS., Systems development interface is IEM TS0,
IEM V™M will be used for the decision support system once
migrated to the mainframes.

II. 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.

I11. FUTURE: Consideration is being given to using & 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 both relational and non-relaticnal data bases.
The non—-relational data base managment systems support the
company’ s investment in their particular program code and
application systems investment.
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CoTA TELTCOMMUNIIATIGHE

. DEZCRIFPTION: & leased lirmre network, using NCR Comten
rant end and remote commumications processors with IEM SDLC
rotocel, entends throuaghoutl CONUS amg the Facific anc to
portions of Europe. Europe is primarily served by a public
packet switched metwork. interconnected to the private leased
line network. In CONUS a separate network, reaching to
virtually every facility, is used for check cashing approval
and credit authorization. This network is also used by Coast
Guard/Navy clubs, commissaries and other non-AAFES activities
on a pay as you Qo basis.

TY o4 b1

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

life cycle expectancy. Its technology prevents badly needed
expansion.

11I. 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
is 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 vears thus eliminating
present technology constraints.

+
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0% Mar 90 Technical Information Paper (TIP) Page 1

MAINTRAMES: Amcdahl 5880MP, 23 MIPS, 96 MB, 48 channels
Amdahl 58S0/400E, 5% MIPS, 256 MB, 66 chanznels

OPERATING SYSTEM SOFTWARE: IBM's MVS/XA with JES2, Release 2.2,
IBM's YTAM, Release 2; will upgrade to Release 3 in April.
IEM's IMS DB/DC, Release 1.3; upgrade to Release 2.2 In 2Q90.

DASD: IBM 3380 Single Density: 55 GB, 88 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

Toetal : 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 1778 2938
Printers (Dot Matrix & Laser) T 132 616 748
PCs (Coax attached as z YDT) 432 142 574
Total 1727 2533 4260
STAND-ALONE (not MF attached):
PCs (Dell, Epson) 466 774 1240
Laptop ECs . .29 T 28 57
Special Purpose PCs 10 32 42

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

CONUS SATELLITE NETWORK: T
Contractor: Hughes Network Systems
Master Earth Statiom:~” El Segundo, California
Number VSATs installed 47,8 (this total is changing almost daily)
Number VSATs planned by September, 1990: approximately 130

-RJR SITES: 15 major sites attached to Dallas (ERs,-0ES, DCs); -
335 facility level sites attached to Dallas;
445 dial-up sites (mainly FPOS/RPOS) 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 second each;

. average response tima of & aeconds.

By Application:  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 MIPS, 8 MB); with 5 GB of DASD;
approximately 40 attached terminals (VDTs and printers).

EUROPE MAINFRAME: IBM &4381/Rl14 (5 MIPS, 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); with 7 GB of
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.

ATLANTA {(for Re-Buyers): One MicroVax (16 MB); with 1| GB of DASD;
approximately 10 attached VDTs.

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

APPLICATION/USER SOFTWARE (Dallas Mainframe Only):

Total Concurrent Concurrent Transactions
7 IDa Avg. Users Peak Users Avg. Per Day
IMS 7,031 628 674 212,323
TS50 T 2,594 108 ) 142 148,342
EMC2 5,381 300 550
RMDS 6,484 3s 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 COHHUNICATION§ Commercial (CONUS only} $533,000 per year for

58,200 hours (Dovn from 757000 hours in December) @ 15 cents per
minute. Carriers are AT&T, MCI and Sprint,

/

DATA COMMUNICATIONS: Annual
Dedicated Polnt-to-Point Circuits No, Cost
TRW Multipoint Circuits (1,244 drops) 25 $3.2M
VDT & Printer Circuits-(CONUs only) A 169 -1.3M
Backbone Trunk Circuits (Comten to Comtan) 28 1.0M

Total Dedicated Circuits/Cost . 222 §5.5M
Geographical Mileage (dedicated clrcuita only)
Domestic (includes Oakland-Hawafi and Oakland-Alaska) 77,381
USA to Europe 17,943
Hawaii to Pacific Areas 8,916
Total 104,240
Dial-Up Communications (RPOS, FPOS RJE} Cost Annually
CONUS $ 65,551
Pacific 76,550
Europe 144, 144
Totsl Dial-Tp Cost ' $ 286,245
c-4
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D PROCESSCRS: In Europe, 22 TI990's most with 100 MB of

CVIRSIAS) DASD; 19 TI3CO's with one 17MB or one 40 MB
dri“‘e-
In the Pacific, seven TI9G0's.
Also, systems in Alaska, Panpnama, Fuertoc Rico
and the Azores.

DISTRIBUTED PROCESSORS: Three TI%90's, one each i{n EN, IS-D and FDC;

(CONUS) all with from 100 to S00MB of DASD.
13 TI300's used for MCSS, all with 40MB of
storage,

LOCAL AREA NETWORKS (LANs):

Ten departmental LANs in Dallas supporting

approximately 250 workstations and 40 printers. Three LANa
in AAFES-Pac supporting 26 workstations and 11 printers,.

-



DATA PROCESSING AT WACO DISTRIBUTICGN CENTER

Cur comy.ter center was installed in August 153B. OQur computer and
jocza) area retwcrk hardware cost more than $1,500,000 which {ncludes
our centai prccessing units (CPUs), disk drives (DASD), tage drive,
prirters, visual display terminals (VSTs), termirnal servers, network
re;eaters and 1BM to DEC and DEC to DEC communicatlion devices.

Our hLar2ware consists of:

1. 2 VAX 8%30 Central Processing Units (CPUs) clustered together.
Fach CPU runs at 4 million instructions per second {(HIPS) for a
total processing poewer of 8 MIPS. Each CPU has 32 megabytes (MB)
of internal memory. CPUs can run clustered or separatsly. S .
An SCO08 Star Coupler couples the two CFPFUs. : .

2. 2 HSCS50 high speed controllers for our disk and tape drives. Each
of our disk and tape drives are dual ported to give us redundancy.
Qur 1/0 devices will automatically switch over to the good con-
troller should one of our KSCS50s fail, -

3. 15 RAB] disk drives each holding 456 megabytes (MB) of data stor-
age, OCur system, programs and application files . are shadowved to
a second disk to provide data redundancy. 1If a disk drive fails, ) T
the system will continue to process (read and write) from the , "
shadow set. .

4. One TABl tape drive which can record at 6250 bits per inch (BPI).
The tape drive s used primarily to back up our data files once a
day, and te locad nev programs.

5., One DECSA SNA gatewvay which communicates with our IBM mainframe
in Dallas. A dedicated telephone line between Waco and Dallas
connects us to the AAFES worldwide network over which data is
sent to us and we send back files every day also. However, ve
rely mostly on this conmection for our electronic mafl system _
which we use to correspond with AAFES people and units all over . j R
the worid. A . ’ R

-

6. One DECRoutar 200 which connects us to AAFES' other DEC computers -
at Newport News, VA, Atlants, Dallas and Glessen, Germany. Thia
DECNET connection is used for software maintenance and some filas
transferring as back up to our SNA gatevay coonection.

7. Approximately 130 DEC VT320 VDTs are scattered throughout thae o ¥¢
warehouse to be used as work stations at all levels of the wvare- . '
house. We do pot use any graphices or colors in our systea.

8. 3 1601 and LGO2 printers from DEC comprise the core of our print
capability. Either model runs at 600 lipes per minute (LPM), but
the LGO2 iz capable of graphics (barcedes, big letters, eotc.).
These printers are located strategically around the wvarehouse to
print our documents st the sapot where there are used. B

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

10. 2 Litton LIS-1520 high speed laser printars ($75,000 each) provide
special print capability to give us high quality, highly readable

CcC-6




bar codes for cartorn labels, They print 20 pages per minute and
are a bit unique because they will feed continuous form paper.
(M=st laser printers are sheet feeders.)

We rave an Ethernet local area retwork in the varehouse which Is used
s ¢znne~w all our peripherals (VDTs, priniers, scanner, sortation
gsntroiler, and communicaticn devices such as the SNA gateway and DEC
Router) to the computers. The network reaches from our computer room
and administration buildirng to every ncok and cranny of the warehouse
and through fiber optic cable and fibter optic repeaters under tarmac
to our vehicle maintenance/transportation building.

Our local area network consists of:

1. Ethernet coaxial cable, transceiver cable, and RS-232 cable are
installed in the ceiling and at 4 network statioms. Several
thousands of feet of cable and hundreds of connections comprise
the network which was installed by WADC's own personnel.

2. 25 DEC200 Terminal Servers provide full modem connections 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. 6 DELNIs connect the terminal servers at our network statlons.
8 terminal servers can be connected to ome DELNI,

4. H4L000 transceivers are little black boxes that bite into the
Ethernet coaxial cable and provide network connection to DELNIs,
computers, and repeaters.

5, Fiber optic cable and fiber optic repeaters (one pair).

Between our local area network and computer, our system communicates
with 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 than 250 milliseconds
can elapse. The DEC aystem and network must be very fast.

We use the VAX/VMS opernting';ystem and we are currently ruaning V™S
Version 5.]1. We use several of DEC's layered software products for our
system. These Include the following: -
. VAX Volume Shadowing
RMS, Records Management System
CDD, Common Data Dictionary
FMS, Forms Mapagement Systexm
. SNA Gateway Management

a. Remote Job Entry

b. Terminsal Emulation (lets our VDT connect to IBM)

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

[V B N FUN X

Two DEC engineers from Wacoe are on call 24 bours a day, Monday thru
Priday to maintain all pieces of equipment, including our local area
network. Our computer system runs around the clock 5 days a veek. On
the weekend we back up ard reorganize our files, do any program or sys-
tem maintenance from our Dallas office, and install any pew equipment.
Cur current configuration will maintain ocur operation for the next two
years, but we constantly watch computar performance, load, and growth

and will upgrade to newer and faster VAXes if needed.
< - R g e
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unting/Fiscal Systems

Lescrioption

" ™Most of the financial and accounting functions have been
mechanized. Maior subsystems include: Accounts Pavable, Accounts
Receivable, General Ledger, Ovperating 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
structure severely hinders expansion into new business and
reporting operating results. Capturing financjal transaction data
is batch oriented, costly and error-prone. The systems are
supported by flat files, some of which were designed in the early
708, 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 to supporting
unlimited Dbusiness expansion, reorganization, and additional
facility information. A new simplified chart of accounts is also
included. ' ,

g

. Personnel /Payroll Sys%gms

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
is maintained on data bases and is available for online inquiry and
updating. The payroll system coallects 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, including
Europe and Pacific remote sites. Separate systems have been
developed +to support foreign country payrolls for Japan,
Philippines, Korea, and are processed locally; Germany is processed
on the Dallas mainframe.

c-9




Acsessment

T Tre current systems are relatively stave-of-the-art. Data
rzzee rpreovide the underiving suppert for online maintenance and
inguiry. The capability toc match personnel with positions and
organizations is missing and needed. Additional personnel have
recently Dbeen assigned to develop this capability and other
subsystems which will further automate ¢the personnel/pavroll
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 Psersonnel Actions
Electronic Routing of Personnel Actions
Revise Separation Action Codes
Mechanize Job Administration
Service Awards: Eligibility and Ordering System
Automation of Personnel Separation Information

0O00DDO0OO0OO0O0O0OO
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DistributionsWarehouse Systems

escripricn

The WwWarehouse Inventory Contrel and Replenishment system
provides a set of intedrated data bases tnat provide item, price.
history, and distribution data to support the major 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 is a stand-alone system which provides total operations
support for the three mechanized distribution centers located in
Giessen, West Germany; Newport News, Virginia; and Wace, 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 wvery 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 bhe 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, employee
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 key
customer service areas. The applications identified for
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develippment are:

FHEASE 1:
Inventory Contr
Automated Rer
Receiving
Price Changes
Merchandise /Expense Transfers

Shelf Label Production

- -
ienishment

0O 0DODODODO

PHASE 2:
Accounts Receivable

o

PHASE 3:

Layaway

Refund

Cash & Sales

Bank Reconciliation

Openn to Buy/Planning

Sales Commission

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

Contract /Concessionaire

LMS Enhancements

oO0DO0OO0CODOO0OODODODCO
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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 strategic
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 surport 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 inte%'ration 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.

E Initial
Phases * Installation Date
0 - Applications 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 Aug92

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
ﬁnarﬁ}zl ;ﬁd other central applications, ECD: DEC91 OPR: CM OCR: IS;
PD; MK;




4. Continue to refine the Warehouse Management System (WDMS) under the
Realignment of AAFES I.\;%glsmcs_ (REAL) project. The WSAS is now operational at
Giessen. Dan Daniel and Waco Distribution Centers. ECD: DEC %0 OPR: DH

OCR:

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
RPDSS {;lt?]tform will foc;_ll:suggsﬂemtl}):hty, comrr;onahty anrdtgendog i%dependence to
support the expansion o as the price performance of the technology improves.
£GP DEC93 OPR: IS;MK OCH: CM; PL;DH; PD; SD; AU & [T Proves

6. Explore the use of voice and imaﬁg transmission for conferences, workshops,
training and_introduction of product lines. As technology improves and costs
decrease, AAFES must consider expandmilts capability to disseminate information
using the telecommunications network. CD: JAN91 OPR: PE OCR: IS;

PA; PD; MK
122456759123
589 123456 MASTER FLAN
ABCDE FGHIJ X )
W2 ABC ‘— $19, 90
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ARMY & AIR FORCE EXCHANGE SERVICE
AAFES STORE AUTOMATION PROJECT

» PER —(NE-TIE OOSTS-
MARDYARE COSTING DETAIL H XCHANGE ! PROHASE X LEYEL 00STS : H
msuumcu IS MDIMIURG | FPRICE | SWL ! MEDILW | LARGE § TOTAL*
b oo e} ; ; ' : :
H H i H H : H ' :
EXCHANGE TOTAL H \ H VO SIB,705 ) 38,785 ! 425,30 d
TIES THE MMDER OF EXOHONES ¢ 3§ ! ' H LK - '
» ] 1 L] 1 1 4 (] L]
[] ] L ] » + ] 1 ]
TOTAL ESTIMATED COST § H i H } 83,254,300 812,480,080 ; 7,529,900 ($23,3U.340 |
] [ ] ] ] [] [ . '
« 1 ] 1] . [ " ’ ]
DEVELOPUENT HARTIVWAE REQLTIAMENTS O O : ' ! {400,000 ;
[} 1 [ . ) ¥ [] 1] Ll
' v [ ' ) ' | i '
WARER (F MSI-80°3 CLRAENTLY IN FIRLD*® {——)—e] 1,000 | 730 | i ! i (750,000)}
[] 1 3 ] 4 ] y ] .
] ' H . ' i 1 ' "
NET COSTING TOTALS | H H H : t H 152,964,340 |
R R : | : : ;
] 1 [ [) [ ' ' [ ]
‘' ) ] ' ) I ] ] 1
POS SCANNING EQUIPVENT™ | ) H { : : H 1 $4,308,000 ;

NOTE - Hardsare costs do not take into conslderation
that 1,000 ECR/Sosnners asrerkly in uee witl
beocms avaliable tor other focations

¢ Original estimetes based on 27 smil exchonges
Actusl sstimstes Dased on 28 seal| oxtengss

=4 Bated on all exctange levels (saail, sedium and large)
for previomsty unidentified equipsert currently in fleld

*ss POS Scaming equipsent cost
Total from PC/SCANMING (POS) —~ SLAVE and MASTER

*e** Oost of Tarwinal Conkroflera/MDES

In VELEOOM estimates
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ARMY & AIR FORCE EXCHANGE SERVICE
AAFES STORE AUTOMATION PROJECT
APPLICATION DESCRIPTION

\

APPLICATION NAME: BReplenishmont (Cont’d)

TANGIBLE BENEFITS: Anticipated porsonnol savings duo to automated support of re-ordering would be
$3,800,000 anmually.

1.0 Fuit Time Equ.lvalont HPP por small mainstore
1.6 Ful1 Time Equivalent HPP per medium mainstore
2.0 Full Time Equivalent HPP per large mainstore

Savings due to:

™~ "

- Ellminate keypunching (TRW/MSI) of store requiresents for AAFES warehoused
and STOVES asrchandl se assor tments

LT1-D

- Reduce requirement for dedicated roorder associate staffs in store

~ Eliminate manual dollar axtensions of reorder transactions (whse/open
orders)

- Eliminate merual store Opon-To-Buy control logs

— Groatty reduce the need for marual counts and/or she!f illocatlon roview In
support of the reoorder function

Eliminate dotalled SXU loval review of repienishment reorders by store

management

Ellminate manuat record keeping currently associated with open ovder
contract vendor replenishment

Significant potential for meaningful reduction to average inventory

investmont

. m——
1
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ARMY

& AIR FORCE EXCHANGE SERVICE
AAFES STORE AUTOMATION PROJECT -
APPLICATION DESCRIPTION

‘AFPLICATIGI NAME: Recolving (Cont‘d)

ERLEL

TANGIBLE BENEFITS: Anticipated personnel savings due to automated support of necalvlﬁg would be

$8,000,000 annualily.

2 Full Time Equivalent HPP par small mainstore
3 Full Vime Ewlv'alont HPP per modium mainstore
4 Full Tims Equlvaient HPP per large malnstor_e____f

24 Full Time Equivalent HPP In all regions

Savings due to:
- Eliminate
— Eliminate
— Eliminate
- Eliminate
= Ellminate
- Eliminate

- Eliminate
recelpts

- Eliminate

- Ellainate
oexionsion

"counting™ of cartons

the "catlor ot; the CRC numbec”

the noed for “lining up Involces”

the need for extemsion at Son- {cost) of open order
the need to key into TRW |

the neod to create “transmittal”

the need for reconciling "D" batch/transmittatl "or matched

the need for reconclling warehouse requisitions to MS)

the need for reconclitiing warehouse reguisitions to "weekly
listings®

=1
=1
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APPLEICATION NAME :
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ARMY & AIR FORCE EXCHANGE SERVICE
AAFES STORE AUTOMATION PROJECT
APPLICATION DESCRIPTION

Price Changas (Cont’d)

TANGIBLE BENEFITS: Anticipated personnel savings due to automated support of Price Changes would be

$1,800,000 annually.

0.5 Full Jime Equivatent HPP Exchange for price change accounting
1.0 Full Time Equivalent HWPP per large store for markdown reguest
processing

Savings due to:

- Eliminate the manhours roguired to enter SKU and dollar data and

mathomaticaliy extend price change worksheets in support of completing
warmual price change documentation ({.e. seasonal clearance, lpollodfdnmagod,
manager‘s specials, promotions, etc.)

Eliminate physical distribution and manual reconciliation of price change
vouchers and the hoast generatod sumsary extensions

Eliminate preparation and maintenance of (ocal number control logs
assoclated with local price change transactions

Reduce manual efforts required to update local markdown budget aflocations

Ellulnatlon of current facllity unique price change susponso tiles from host
processors

Eliminate neod to double count and remove fashion merchandise from sales
floor to process and markdown,
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ARMY & AIR FORCE EXCHANGE SERVICE
AAFES STORE AUTOMATION PROJECT
APPLICATION DESCRIPTION

APPLICATION NAME: -Price Changes (Cont°d)

Soft doliar savings of $950,.000 dus to:

~ Reduce manhours of SAMS and Sales Associates required to physically remove
soasonal softiine Qrchandlse off the sales floor in support of preparing
price change worksheets and PLU price maintenance
S

= Reduce manhours required for RPOS computer operator to key enter PLU price
mpintenance input Iin support of all locally administered price changes

INTANG. BENEFITS: Intangible benofits associated with Isplementing the Price Change systom wauld be

to:

- Preciude poestibility of loat documents being a cause of stores missing a
price change since all facitities maintaining an | tem master for SKU wif!
roceive eloctronic notification

~ Becauso of olectronic transmission directily to the stores, automatic
susponsoy witl be malntained within the system

= Reasonableness checks (tolerances) will be bullt Into the system to preclude
major pricing errors dus to typographical errors as price changes are

gonerated

-~ Price change turnaround time wili be oliminated to altow for immediate or
fissh reaction to special offers from vendors or discovered pricing arrors

- Accurate price change information and promotional information will be
avallable for buyers to ald in purchasing decisions

~ Price changes at RPOS stores witl be fully automated to include capture of
jtom anles counts during promotions
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ARMY & AIR FORCE EXCHANGE SERVICE
AAFES STORE AUTOMATION PROJECT
APPLICATION DESCRIPTION

APPLICATION NAME: Accounts Recelvable (Cont‘d)

TANGIBLE BENEFITS: Anticipated personne) savings due to the automated support of the Accounts

Recelvable systom would be 31,800,000 anmwalily.

0.5 Full Time Equivalent HPP per malinstore
25 Full Time Equivalent HPP personnel at the reglons

Savings due to:
- Elimination of manual preparation of documents
- Elimination of manual preparation of trial balances
\
Soft dollar savings duo to:
= Providing additional collection tools and more timely Information. It Is

assumed that annuail write—offs could be reduced by at least five percent.
This reduction would result in-a saving of $125,000.

1y
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-ARMY & AIR FORCE EXCHANGE SERVICE
AAFES STORE AUTOMATION PROJECT

APPLICATION DESCRIPTION
APPLICATION NAME: Layaway (Cont‘d)

TANGIBLE BENEFITS: Antlclpatdd personnatl savings dus to automated support of tho' Layaway system would

be $5,100,000 anmually.

1.0 Fall Time Emlvalont HPP per smatl mainstore
2.0 Fuil Yime Equivalent HPP per medium mainstore
3.0 Full Time Equivalent HPP per ilarge mainstore
Savings due to: ~
.
- Substantially reduce customsr walling tise during the Initiation and
completion phases of layaway transactions

- Substantialty reduce the manhours currentfiy required (o porform the daily
! sudit of the layaway files for ldentification of dslinquent accounts and/or
accounts requiring cancellation

- Eliminate manual preparation of layaway forms and doilar/fee/down paymont
calculation c_ntrloa ’ .

= Eliminate manual preparation of customer follow-up correspondence for
deol inguent and/or cance!led account transactions

- Etiminate manhours roquired to locate customer layaway records when the
customer cannot produce contract

- Eliminate dally maintenance of layaway contract flles

- Etiminate dally maintenance of manual mumber control joge relating to
layaway contracts
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ARMY & AIR FORCE EXCHANGE SERVICE
| AAFES STORE AUTOMATION PROJECT
! APPLICATIOM DESCRIPTION

MLICATION NAME: Sales Commission (Cont‘d)

VGIBLE BENEFITS: Antlclpated personnel savings due to tho automated support of the Sales Commission
system would be 31, 100,000 anmualiy,

8 hours/wesk at smali exchange (.2 FTE)
18 hours/week at ‘medium exchange (.4 FTE)
32 hours/week at large exchange (.6 FTE)
2 Full Time Equivalent HPP. at HQ to process payroll adjustments

« These savings assume a fuil rollout of commision pay plan program (currently
only 4 exchanges tosting)

- —

" Savings due to:

- Automation of manual reconciiiation/audit of sales/refunds

"'g£z-0

)

Etlimination of working fund relmbursement chocks authorized by EM

Automation of manual preparation of relmbursemont request

Minimize orrors In computation of commisstions

Minimize loss/tracking of rofunds

T ESC »2E
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CLASSIFICATION OF CONUS EXCHANGES
BY SALES VOLUME

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

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

but less than $30m

(sample size-22)

Small Exchanges 26 1-2 1 0~1 2-4
Sales volume <$8m

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

documents which would be 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 or more servicé:stations (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)

.ﬂ—-‘L__‘_' L









IGLAS
'INTEGRATED GENERAL LEDGER ACCOUNTING SYSTEM

This new system is a completely new approach to a TR
computerized accounting system for AAFES. It is being LT
custom—-designed for us by a contractor in coordination with a SRR S
dedicated AAFES team. '

Although it is a very complex system with numerous sub-
systems, we wanted to give you, the PDW attendees, some basic C
information about IGLAS to take home with you. The diagram ! R
included after this narrative shows seven "bubbles” that we o
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
inquiry. It will also be a very flexible FMF which should
meet all anticipated AAFES needs for a long way into the

future. -

Moving clockwise on the diagram, the next "bubble" is for a
new, simplified Chart of Accounts. It will have about 300
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
& 30@ for expenses). The ¢ld 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 to 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.




That data will then be available for on-line inquiry via IMS
for anyone who needs to look at it. '

IGLAS 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. Aall 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 wil] be produced monthly which will show sales,
cost of gocds and personnel costs for each center. The
manager may also group centers into other centers for
"rollup” purposes such as Sales Areas. -

The changes IGLAS 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 be enjoyable and informative.
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AAFCS
SYSTEMS DEVELOFMENT

We are currently using the "SDM/STRUCTURED" svstems
development methodology (ABS Management Systems INL) faor
major new development projects and one pirlot small project.

We will be using "SDM/STRUCTURED" for additiomal small
projects in the future. We are alsc in the process of
implementing the "SDM/STRUCTURED Maintenance Fhase" to
contraol all enmhancement 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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A MNFES use%i?. TeeoC_§
Buyer Workstation Project

Thies project will automate many of the tasks performed by the
Maintenance and Coding Branch and provide a user friendly

environment for buyers %o access information and enter file‘
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:
buyers and merchandlsing clerks to the Item Master File
(IHF), Vendor Master File (VMF), and AAFES Retail Markup :
System (ARMS) we can greatly reduce the existing Maintenance
and Coding Section staf?f.

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

Menus will insure all information ig entered to support the
entry of new items, Buyere and clerke will not have to be
concerned with requirements for a epecific system 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 fgx buyere and clerks.

Reduce staff.

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

Give buyere more information and status,
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Joint Services Collection Systen
AAFES as an ARMY Finance 0Office

- e

iystem Oblective: Collzction of delinguent debt thru the ARMY
syroll deduction. AAFES acting as a Finance Office will establieh
.r;d adjust ND-133 transactions once required notification has been
crovided the military cuatomer and his unit commander.
Turrently thie syetem will interface with the ARMY Pay System (JSS),
sther branches of service may be added as required.

System Subpmary:
The auto¢pated DD-138 interface will provids for:

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

2. The on-line review accounts in responee to customer inquiree
or complaints,

3, Automatic write-off and Journaljzation of accounte transferred
from Autlomated Delinquent Account Control Syastem or Conus
Dishonored Check System. '

4, The proper application and Journalization of collections
made Lhru this system.

6. The ability to add administration fees to outstanding ADACS
debts.

6. On-line addition of, or updating of asccounts as necessary.

. 7. Management and etatistical reports.



SUBJECT: Executive Brief; Loca. Area Networks {(LANs)
There are 12 Lans; 9 HQ AAFES and 3 in Hyg Facific.

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

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

Once the need t¢ share files is identified the savings start to
appear; shared printers, shared communications (1l modem instead of -
1 for each) mainframe access one gateway for all rather than cocax
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 you
pay $230 for the fileserver and each workstation copy is approx $60
the sameholds true for Paradox, Lotus and Crosstalk.
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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

£ 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 HeadqQuanters 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

o All employee refunds. _

e Questionable Returned Merchan-
dise Postcards.

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 number (SSN),
address, type of merchandise, etc. You
can then review the information right
at your terminal or printit 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.

ARF1S information is for Official Use
Only. Do NOT release ARFIS data base
information outside AAFES channels
without Headguarters AAFES-5D
approval, except to law enforcement
agencies.

CRC No. 1927185
Item No. 744751024

Pub. No. TG 01024



Objectives

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

. Selectthose refund vouchers,

which fall within the ARFIS
parameters.

. Log on the ARFIS computer
program using a USERID and
special password.

. View and/or scroll through
ARFIS data on the computer
screen.

. Use the function keys on the
computer keyboard.

. Know what to do when an error

code appears.

. Enter data from identified
refund vouéhe;s and/or Re-
turned Merchandise Postcards
into the ARFiS Database.

. Enter flag data about shop-
lifters in the ARFIS Database. .’

. ldentify the printer number for
printing ARFIS generated
reports.

9.

10.

Print ARFIS reports using
different sort sequences.

Log off the ARFiS computer
program.

. Use ARFIS reports to identify

individual refunding patterns or
inconsistencies such as variations
in SSN, different names or
addresses for the same SSN, or
vice versa, or similarities of mer-
chandise repeatedly refunded
by the same person, etc.

. Know when to give customer

service personnel and ID check-
ers the names and SSNs of

individuals identified as having
the potential for refund fraud.

. Know what to do when an

identified individual enters the
store.

. Know when and how to release

ARFIS data outside AAFES
channels.




NCMAT

wzta2 13 a 4tk Gemneraticon Application Development Tool Furcrlased for No~a-1S
tersornnel to d2velsp their own "erd uzer programs”. NOMAD has a built in
TatiTezs.report writeér, L programing language that uses FL.C. tyre windows,

15 ras treired appros SO0 BAFES persorrmel, both 1A HO & at FRegicr level f:

.!-.e.r. to develop treir applications, Anotter 2,%0) users have been traired in
rornirg Fre-written MNOMAD programs. Their are 28 MAIN Calling programs that
Ssers cam run & these 30 against 40 shared Databases.

The largest system (1 main calling program) to date has appranx BO programs
ard a shared Database of 700 cyl of 7880 DASD. The number of potenmtial
{authorized) users is 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 t> buy, which renions should carry/distibute it, & the guantity each
store classification should receive. It then calculates each stores’ gquantit:
(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
vendor & passes this onto the F.0O write system.

The next major system being worked on today is the "energy consumption
system”, This will allow our engineering division to menitor energy used
by blda thru-out CONUS based on the utility bills invoiced to & entered by
personnel at store level. It will also pass the data to comptroller for
paymnentd budgeting of next year.

Ancther important system is the Refund system where stores have a data
bace of refunds to catch the "crooks" who are refunding merchandise which th

Jdidn't purchase.
T 4th GL faor non MIS Users
. * SO0 people trained to‘write Nomad programs
¥ 2,500 trained in running pre-written Nomad programs
¥ 40 shared data bases
2 OTE (Open to Buy system) has 80 programs
* Energy Comsumption System = in progress
¥ Refund System - Detects fraudulent refunds

¥ Hazardous Materials - Database for stores with treatment informatios
of exposure to hazardous materials



NAVY RESALE SYSTEM ALTFOMATED INFURMA) LUN DI1D.0mis

IRDUWARE
I. DESCRIPTION

Current maJjor system composition is as follows:

System Quantity Location Function

Burroughs B6%900 1 NAVRESSO Commissary Support

Bur roughs B&6%00 1 NAVRESSO Accounting/Finance

Honeywell DPS6 1 NAVRESSO Fashion Distribution
Center /PAB/FMIS Support

Honeywell DPS6 1 NAVRESSO ARMS Software development

Honeywell DPSé 14 NRS FS0 Merchandising/Financial/

Accounting/Store Regional
Operations Support

All existing equipment is configured to maximum memory. Burroughs
egquipment 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.

II. 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.’ ¥

" 1II. FUTURE PLANS A

Establishment of a DOD Commissary command will remove
responsibility for the existing aAautomated Commissary System (ACS)
from NAVRESSO purview. 1Intermediate plans call for replacing the
existing Burroughs B&6900Q 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 Navy Exchange processing equipment by acquisition of’
either new equipment or equipment service.

OPERATING SYSTEMS
I. DESCRIPTION

NRS Burroughs equipment 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
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NAVY RESALE SYSTEM AUTOMATED INFURMAI LUN S15:cro

Retail Management System (ARMS) presently used for NRS
mercrandisings/fimancial/distribution functions.

II. ASSESSMENT

Both the Unisys (Burroughs 69 and A Series specific) and the
Ultimate PICK cperating 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
JUnique operating and development systems limit acquisition of
acplication 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 persconnel must be specifically trained on these
operating systems at NAVRESSO expense, since these systems are not
usually taught in technical schools and colleges.

III. 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. DESCRIPYION

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 supports the Commissary system while the other
supports the Exchange system. Both systems consist of a double
star design, radiating initially from the Regional Commissary or
Exchange Field Support Office to the subordinate stores, and
finally from the Regional Commissary or Exchange Field support
Offices to the NAVRESSO headquarters in Staten Island. All
circuits conform to standard commercial specifications and use
common commercial communications protocols.,

II. ASSESSMENT

NRS networks have been implemented to accommodate data
communications requirements as they have occurred and do not
reflect an optimized design from the aspects of cost, efficiency,
contingency, or 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.

III. FUTURE PLANS

NRS ADP Modernization plans call for upgrade and redesign of all
existing data telecommunication networks as an integral part of
ADP modernization.



Section 1I. Applications Software
A. Merchandising Systems

1. Description. The Navy Resale System utilizes the Automated
Retail Merchandising System (ARMS), which {3 an integrated
merchandiging, financial and distribution application software
package. ARMS operates on Honeywell DPS Level 6 minicomputers at
NAVRESSO Headquarters, eight Field Support Offices (FS0'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, recelving and distribution.
Headquarters ARMS also maintains current Price Agreement Bulletins
(FPAB's) for weekly downloading t¢ ARMS field s2ites. At the FS0's,
ARMS Merchandising modules provide purchase order management and
inventory control functionality, including purchase order entry,
pre- and post- distribution, merchandise transfer and retail price
change capability, and stock replenishment programs for store level
and distribution centers. ARMS merchandising alse 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 wvisual 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 FSQO'S, ARMS has reached capacity. Also, ARMS does not easily
accommodate the roll-up of management 1information +to the
headquarters level.

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

B. Financial Systems
1. Description. The Headquarters Financial system operates on the

Burroughs B6900 mainframe computer.”™ Headquarters financial
applications include general ledger, accounts payable, accounts
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receivable, a prepaid invoice system, fixed assets, travel and an
IRS offset module for the collection of dishonored checks,
Firnancial transaction data is received and summarized from all FSO
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 alsc maintained on the
Honeywell. The FMIS is a data base of all the elements of the
operating statement. Users from Headgquarters or the field can
access this information and run feormatted reports, and/or use a
simple "english"” language to access and sort data.:

The ARMS Financial modules at the FSO's include 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 avallable programs, which are being utilized
by outside retailers. Both Headquarters and field operations will
utilize the same application software. Functionality wiil be
complete and will include project tracking, fixed assets, a report
generator and all applicatlions available in state of the art
financial packages.

C. Personnej]/Payroll Systems

1. Description. Headquarters personnel, payrell 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 keeping is only
available at Headquarters and at selected FSO's. Most field



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

3. Future Systems. A fully functional Human Resources application
software package will be implemented with functionality to include
application tracking, personal information, performance history,
pension/beneflts data, etc., The Human Resources application will
interface directly with Financial applications for preparation of
payrcll checks.

D. Distribution Systems

1. Description. A key function of ARMS {s 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 received (RGR) document, for the
preparation of price tickets, and for the preparation of

merchandise +transfers and pick +tickets. Once an order is
processed, the received quantities are input into ARMS during the
receiving process. This information is 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 mocdules o 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,” off-the-shelf, operational programs with
full functionality to support a major, high volume distribution
center. The replacement 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 EPOS 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's). Dual processors are
utilized to provide backup PLU and in-store EPOS processing
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capability in the event of system failure. This level of

redundancy wWill support ©price removal. The <¢reation and
maintenance of PLU files are performed at the FSO level. Any new
item addition, deletion, or price change acticn done on ARMS will
create a downlcad record to update the in-store PLU file. PLU

downloads from the FSO are done on a 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, credit cards,
surcharges, coupens, discounts, transactions veids, 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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INFORIMATION SYSTEMS UPDATE
REVIEW OF ACTIONS INITIATED

The follcwing actions have been fnitlated to modernize information
systems:

NAVRZ 5SSO0 has little experience in acquiring and implementing a
major ADP System. Accordingly, the €SC was established to review
and approve all aspects of the NAVRAM Project, to make
imalementation policy declslons and to review and approve NAVRAM
progress. The ESG will also provide specific guidance in working
within tne Navy ADP Life Cycle Management (LCM) rules and
regulations and In purchasing the system within government ADP
acquisition regulatlions.

o Establishment of a NAVRAM Executive Steering Group (ESG). .

o Establishment of a NAVRAM Project Team. A Project Team has
been chartered to provide dedicated resources and expertise
required to implement NAVRAM, The team currently consists of a
NAVRZISSO 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 acquisition strategy. Additional resources will be added
to the NAVRAM Project Team, as required.

o Definition of the NAVRAM Project. The resystemization of
the Navy Resale System is a massive initiative. Accordingly, the
information 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”™. Tha NAVRAM Core Project consists of
estadlishing a centralized Data Processing Service Center, with
tne approprliate capacity hardware architecture and application
software, to support financial, merchandising and distribution
functlonal requirements. Another alternative to acquire '
processing for core business elements is to outsource NAVRESSO's
informatlon 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 Interface to the NAVRESSO Data
Processing Service Center or ADP processing service.

3. NAVRAM Specialty Retall. The Specialty Retall
Project involves the review, evaluation, acquisition and
implementation of systems to sutomate portions of our business
whnich 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.
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&. NAVRAM Commissary. The Commissary; Project includes
the irnlementation of application software to sunpsn-t Commissary
operatiaons. Commissary 43P support will be provide: fron tne Data
Processing Service Center. Initistion and implementation of the
NAVRAM Commissary fProject will depend on declsions -ade regarding
Jones “ommission recommendations.

o Initiatlon of a NAVYRAM Request for Information. The
acquisition strategy for purchasing tha NAVRAM system is to
utilize commercially available, off-the-shelf hardware and ge
application software to the maximum extent possinle. In April, to
better determine what ADP solutions are avallable in the
commercial marketplace, a Request for Information (RFI) was
forwarded to ovewr 100 potential suppliers and was advertised in
the Coamerce Buslness Daily (CBD). The responses to the RFI will
provide us with a more detailed knowledge of what is commercially
avallaole off-the-shelf, what is the potential for ocutsocurcing and
what tae approximate costs are for tne various ADP processing
alternatives.

o Outsourcing Review. A NAVRESSO Headquarters/Field Review
Team has been established to actively evaluate the potential for
outsourcing financial, merchandising, distribution and human
resources information systems processing. The advantages of
outsourcing include an abbreviated accqulsition prozess and the
abllity to review and evaluate a "live"™ system currently Iin use
by major retailers. Two potential retail outsourcing resources
have bzen Indentified and are being reviewed -~ the Sabre Group
(Federal and Allied stores) and Carter Hawly Hale. Baoth
companies are marketing their ADP processing to other retailers.

o Aramy and Air Force Exchange Service (AAFES) Commonallty
Review. A third potential suppller of Information systems
processing services is AAFES. AAFES is being revieved and
evaluated as both an outsourcing "partner™ and as a supplier of
functional application software.
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NAYY SEPARATE M1S BASE, MOOERNIZATION, AND OPERATIONS COST

(s #28)
ELEMENT BASE COST YEAR #1 YEAR B2 YEAR §3 YEAR #4 YEAR 05 YEAR 96 YEAR 671 TOTAL
NAYY MIS COSTS:
BASE MIS COSTS:
PERSONNEL - HQS
PAYROLL 2,318
BENEFITS §76
PERSONNEL - FIELD
PAYROLL 1,718
BENEFITS 458
SUBTOT - PERS COSTS 5,188
HARDNARE MAINT:
BURROUGHS 1M
HOMEYWELL 2y
EPOS (NCR EQPT) 25
UPS MAINT: 11
SSUBTOT - HNW MAINT. 383
SOF TWARE MAINT:
BURROUGHS 0/S 84
BURROUGHS UTILITIES k|
ULTIMATE PiCX 0/S f
NCR 0/S 45
¥SUBTOT - SW MAINT. 162
OPERATIONAL SUPPLIES:
HEADQUARTERS 15
FIELD SUPPORT OFFICES 238 .
$SUBTOT - OP SUPPLIES mn
TELECOMMUN 1 CAT LONS 1,588 4
SETOTAL - NAYY BASE COSTS 1,921 /
EELRREARL RS URR40S
MODERN| ZATION COSTS:
(SEPARATE)
{OUTSOURCING)
CORE SYSTEM:
ONE-TINE COSTS:
TRANSITION COSTS:
NRS PERSOMNEL:
SYSTEM PROGS 1 i1 i [
APPL PROGS 244 ry] | 488
SYSTEMS AMALYSTS 154 354 148
DATA BASE ADHMiNs 8 L] ] 168
$SUBTOTAL-NRS PERS 178 178 1,548




NAVY SEPARATE MIS BASE, MODERM)ZATION, AND QPERATICNS COST

($ #98)
. ELCMENT BASE COST YEAR #1 YEAR §7 YEAR $3 YEAR B4 YEAR @5 YEAR P56 YEAR #7  TOTAL
TRAIKING:
ADP PERSONNEL 63 63
FUNCTIONAL PERS 31 1]
BSUBTOT - TRAINIRG 663 1 X
EQUIPMENT:
CATs, CRT CONVERSION & &
EPOS CPUS 84 . 84 18
HQ PROCESSOR 4 4
$SUBTOTAL - EQPT 184 84 268
$$TOTAL: CORE:OT COSTS 1,611 854 2,471
RECURRING COSTS:
NEN SYS S/W SERVICE 3,158 3,15 5,308
NEW SYS 0P SYC. 2,358 2,358 4,70
SOFTWARE MAINT 458 450 i
NETNORK KANAGEMENT H 1 ] 569 ' 1,900
$4TQT - CORE:REC COSTS 6,450 6,45 12,508
SPECIALTY RETAIL (SR):
ONE-TIME COSTS:
0TS PC BASED SYSTS:
FOOD SERYICE 14 158 154 i
. PACKAGE STORES \ 154 254 ! | 654
VIDEQ RENTAL 20 458 454 1,108
AUTO SERVICE 19 38 3 ™
CONVENIENCE ' . 118 159 158 415
$LTOTAL - SR OT COSTS: ! 665 1,30 1,30 3,265
RECURRING COSTS: d
S¥ LICENSE FEES : 7 27 33 67
$3T0T - SR REC COSTS 7 27 33 $7
MIGRATION - SVC BUREAU:
ONE-TIME COSTS:
SN ACQUISITION 2,625 2,825
TELECOMM REFIT 11 S
SH INSTALLATION 1) 1
DATA BASE INST 1 1} )
NRS TRANS LABOR: :
DATA BASE ADMiXs &s 3 169
SYSTEMS PROGS \ 198 19 by, |
TELECOMM SPECS 120 128 244
ADP TRAINING 24 %
#3TOT - OT MIQ COSTS : 2,969 80 3,768
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NAYY SEPARATE MIS BASE, MODERMIZATION, AND QPERATIONS casT

(s 19¢)
ELEMENT BASE COST YEAR #1 YEAR §2  YEAR §3 YEAR §4 YEAR #5 YEAR §6 YEAR #7  TOTAL
RECURRING COSTS:
SVC BUR BASIC S¥C YRY = 5i% 1,688
SVC BUR YOL CHARGE YRY = 15% 9
SOF TWARE MA!KT 394 394
33707 - REC MIG COSTS ' 2,084 3,834
SEITOTAL - NAYY MOD COSTS U 17 B ] 672 6,460 5,167
NCRMAL OPS COSTS: _
OLD SYSTEM OPS 1,021 1420 s
TELECOMHUN I CATIONS LE o L L6 1808 10 S
OQUTSOURCING SVCS: ‘
SOF THARE $VC 6,30 6,308 6,38
PROCESSING SVC AT A 6T
NETWORK MGT .84 1,508 VL E00
SOFTWARE MAINT b)) g 9ph
*#SYBTOT - QUTSOURCE SYC. 12,999 12,908 12,309
SYC BUREAU SERVICES: | -
SVC BUR BASIC SVC 3,360 3,360
SVC BUR YOL CHG , 128, 12§ .U
SOFTWARE MAINT 194 394 TREE
$SUBTOT - SVC BUR SVC. 3,814 3,874 - .18
: BT
NRS MOD ADP OPS: '
MIS PERS - HGS _ :
APPL PROGS 249 248 249 244 I |
FUNCT ANALYSTS 124 12 12 12 120 78
SYSTEMS ANALYSTS . 22§ 22§ 228 225 2257 11
DATA BASE ADMINs - : 8# 84 ) 81 L I
COMPUTER OPERATORS ) Rt 12 18 120 2 T
TELECOMM SPECS ’ 240 T R T I
$SUBTOT-KIS PERS-HQS 188 785 1,025 1,425 1,025
MIS PERS - FIELD 369 0 360 364
HARDWARE MAINT " " ) 1L
HQS SOFTWARE MAINT \ 1) L 1t " 1)
OPERATING SUPPLIES 198 )L " " ]
STOTAL - NAVY NORMAL OPS 1,021 1,021 15,165 15,165 15,405 6,319 6,319 12,847
GRAND TOTAL: § 15,094 14,331 15,831 21,625 20,572 6,319 6,319 100,20




“arine Ccrps ESystems
i, Hardware
Tescription: Standard hardware configuraticns are in place at

Jecentralized 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 Systenm,

Telecommunications is provided by proprietary NCR ITX Remote Batch

System (RBS). 4800 Baud telephone communication lines are in
place between fleld commands and MWR Headquarters for data
transmissions and check wverification. 1800 Baud lines are

established at each command, for <c¢redit 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 1s 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 ir FY91 and completed in FY92, processors will
be replaced with open architecture hardware, scalable, universal
operating system, #with increased capacities and capabilities.
Communications will be upscaled to include wide area networks or
satellites and RF transmitters. Current Cash Registers 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.



“erchandi System
Tescription: The NWR Merchandise System is designed feor
dacentraiized prccessing and ailows for each NMWR Exchange. to
operate as a retail entity controlling it's own merchandise mix,
inventory and accountability. All merchandise processing is ..
handled at the exchange level. The FMerchandise System is
comprised of the following functions: -
Electronic Point of Sale Price changes
SKU level tracking Transfers
Automated stock replenishment Open to buy
Purchasing ' Document Tracking o
Receiving Inquiry functions o
Warehouse/ Distribution Reporting

Inventory Process

Assessment: The current system provides funcfionslityr
Efficiencies need to be incorporated into the design, complex1ty
removed, and interfaces established

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 determine the tﬂmang
of this project.

Accounting/Fiscal System.

Descripticn: The present MWR Financial System is a standard GAAP
batch operated accounting system. The system was the former ‘Marine . .}
Corps Exchange Finance System bastardized to accommodate ther .
additional requirements needed for a complete MWR operatang,
environment. It {s comprised of the following subsystems::

General Ledger Check Reconciliation
Accounts Payable Inventory in Transit o
Fixed Assets HQ Financial Consolidation
Budgets * Investment Mgmt

Accounts Receivable * Construction Financial Hgmt

Check Reconciliation, Inventory in Transit, HQ F!nsnciaige

Consolidation, Investment Mgmt, and Construction Financial Mgmt. are ' .
Headquarters operations. All other operations are operating: at-“r
Headquarters and field commands,

Assessment The present decentralized system i{s over 15 years old. ™'
It has been modified repeatedly, resulting in gross 1nsff1c1encies
The system is very labor intensive.

* These applications were developed within the last few years and
are currently providing desired results.
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Tature: The MNWER Finance System will re replizced during FYs: by a
cff-vme-ehel? rpackage that reguires limizted fFedtfiwd to effect
reguired functionality. /ﬁgguﬁ;éqjlhnq
Fersonnel/rayroll
Tescription: The current HMWR Fayroll, /Fersonnel 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. It will be ported to a new operating environment based on the
time schedule established in the current Strategic Planning
process.

Employee Benefits

Description; The current Empleoyee 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 toﬂay's needs,

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

Distribution/Warehouse Systems

Description: These fdﬁétions are incorporated in the MWR
Merchandise System.

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

Future: See Merchandise System
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sesgrigTicn: Tre Ir2f Feglsver System in pliaze &t all maicr
¥azrineg Ceorps Tommands provides
Sales collection Cash resister kalancing reports
Multipie tender capability register daily time/sales
Check authoriczation Y3ta interfaces
Credit card tracking reperts
Assessment: The present data collection werks well. Scanning is
needed to increase efficiencies,
Future: Scanning will be added to the existing system within a
year. Migration to PC based registers wiil occur as registers
require replacing. The software will 1include more ¢£flexible

reporting capabilities. The new technology will allow for easier
modification to the register programs to rapidly respond to the
changing business environment,




MARINE coRPS
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 c¢lubs
and recreation. A tight implementation schedule impaired the
ability to 1identify all additional requirements and possible
software failures due to unique situations at each commands. The
system also had to be reprogrammed to handle different fiscal
years,

The software applications are over 10 years ©1d 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 1is 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 FY3§1
Alpha test at HQ

beta test at 2 field commands During FYS$1

Field implementation to begin Fys2
: c-52



The goal of the ISP and any systems resulting therefrom,
must support the business of HMWR. Therefcore, 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)
approach to systems development within MWI and within the total
MWR information systems environment.

This ISP has been structured so that the functional areas
can evolve into a more complete set of system functional
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 & system-by-system, incremental basis. This evolution
will require continued user involvement. Further, the ISP
envisions a system implementation approach that will continue te
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 3331st in the design of -
the system.

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

In addition to the overall business primacy of the ISP and
the firm commitment to user involvement throughout the SDLC are
the following goals and cbjectives.

The ISP and the resulting -systems must support the field as
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
as well as Headquarters input. The functional and technical
capabilities that are sought as a by-product of this plan have
been consciously developed to increase the computing power and
capabilities of the field. The prominence given to ad hoc
reporting and query capability is specifically designed to
increase the capabilities of end users making them less dependent
on MWRSPTACT.




The ISP, derivative studies, ant :rses, plans, and systeams
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 systen.
However, the plan is being developed with a 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 te 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 a 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 simultaneocusly. 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
important 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 rescurce 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 should 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 curtent and three following years. The chart
bas 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
0 Installation at commands will occur 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 f.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/f«md 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 oo MWI staff
resources.
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The first set of tasks entails setting up the conversion environment 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 hardware
and corresponding DBMS and operating system supported by the hardware.

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)

o Select DBMS

0 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 eventual 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
bascline 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

corapleted prior to its commencement.

Following the procurement of hardware (shown 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 initial application
Develop detailed conversion plan for initial application

o O o ©

Conversion and alpha (MWTI) 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 feld
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 development 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 fielding of
new systems.

Finally, the bottom line of Figure 3-1 shows that MWI will experience an additional
resource demand in 1992. That demand will 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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MARINE CSRPS SEFARATE MIS BASE, MODERN!IATION, AND OPERATIONS COST
(s 209)

ELEMENT GASE COST YEAR #1 YEAR §2 YEAR #3 YEAR $4 YEAR BS YEAR P66 YEAR #7  TOVAL
MC MIS COSTS:
BASE MI$ CO3TS:
PERSONNEL - HQS
PAYROLL 11
BENEFITS
PERSONNEL - FIELD
PAYROLL 2,280
BENEFITS

$SUBTOT - PERS COSTS 3,38
HARDWARE MAINT: ] ]
TELECOMMUN ICAT 1ONS ]
OPERATIONAL SUPPLIES 1)

$270TAL - MC BASE COSTS 4,809
EIERRISARSELAILIIINIL

MODERNI ZATION COSTS:
ONE-TINME COSTS:

MINIs & "015" ACTQ

SW WiTH UNIX SHELL 2, 2,388 4,548

SW EMHANCEMENT L] ] 99 1] 1T ] ] (1)) Sp) 6,308
$3RTOTAL - MC MOD COSTS 3,1 3,24 ] ] :11] 398 t1 ] 958 19,888
NORMAL OPS COSTS:

OLD SYSTEM OPS LT 4T LTI LT L8 4T 4T 32,9
TELECOMMUNICATIONS Ll 1 188 I L ] ) 11 14

$TOTAL - MC NORMAL OPS 4,805 4,800 4,800 4388  &,88% 4,858 4,880 33,584

GRAND TOTAL: 7,900 8,988 S,TH8 5,100 5,749 S, 198 5,788 444N



MIS CONSOLIDATION COST STUDY

PURPOSE:

1. The Military exchange Study Group was tasked to determine if partial
or_ full consciidation of the services would result in economies. This

udy calgulate e tot requ to ort a nsolidation
cf t three rvice o a orga 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 sgoftware 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 satellite dish (VSAT - Very Small
Aperture Terminal) on or near the store. Other network connectivity
equipment is also required. See Tab A.

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

S. 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 additional 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 businegs segment will be removed and converted to
tﬁe AAFES systems. Marine MWR will pursue {ts 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 pot considered part of consolidation as upgrades were
required (due to obsolescence) regardlese of consolidation.

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

\ ——




COST/BENEFIT ASSUMPTIONS POR STORE AUTOMATION:

10. The AAFES Store Automation Project (ASAP) is assumed to be rollegd
cut to all CONUS main stores in the new exchange service organizatlon.
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 costs are at Tab
H. .

11. Store personnel saving8 from ASAP ars 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) wes 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 perscnnel reductions for former: AAPES stores at Tab
I; Navy stores at Tab J; Marine stores at Tab X.

AAFES MODERNIZATION PLAN:

12, The AAFES Modernization Plan (Tab L) 15 discussed to provide an
understanding of the modernization costs involved; all Line references
are to Tab L:

a. The Satellite Network Implementation Plan (SNIP) at Lins A
reflects those costs necessary to complets the project in CONUS. There
were $1 store dishes (VSATs) installed at end of August 1990.

b. Software 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). ‘

C. ASAP eguipment costs at Line C were projected several years ago
during the project approvAl process. These costas 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 sofiware once tested and accepted. .

e. Personnel costs of $18.2N.drop §.6M in Year 2 and §1.7M
thereafter as non-MIS personnel (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 as currently envisioned. (Line F).



g. A Computer Operator, UA-9 is required for each ASAP store (Line
G).

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

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

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

MIS CONSOLIDATION QOOSTS - NAVY:

13. The one-time costs for the former Navy MIS structure to migrate to
the new infrastructure and install store automation is projected for
seven years, Llnes A through G of Tab M. Origin of these costs were
depicted earlier 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 stere ¥DTs, 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 completes, the remaining
employees (Years 3 -7) would be absorbed at the Dallas Data Center or be
placed in positions at other lccations.

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 store.

d. Store automation benefits (Line K) consist of personnel position
reductions resulting from mechanization of manual store functions such
as: teglenishment, recelving, accounts receivable, layaway, etc. Tab J
reflecte projected reductions, based on store Bize, under the ASAP
project.

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




f. Previously leased communication lines (Lire M) be‘ween stores
and FS8Cs should be discontinued by end of Year 3 as migration to the
CONUS satellite netwerk wouid be completed.

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

A, 8alellite rental for CONUS and line cost for overseas (Line 0)
should stabilize at end of Ymar 3 if all inoctallatisms and counnections
aro accomplished. All locations will then be online to the network and
data processing migrated to the data center,

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

MIS8 CONSOLIDATION COSTS - MARINBS:

15. The one-time costs for the former Marine MIS structure to migrate to
the new infrastructure is projected for seven years, Lines A through G
of Tab N. Origin of these costs were depicted ecarlier 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 NMarine MIS operating cosis; all
references are at Tab N.

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

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

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

d. 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
reflocts estimated reductions at former Marine stores based on store
size, under the ASAP project. B

e. EBEquipment 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 petwork.



g. Satellite rental In CONUS and oversea line costs should
stabilize in Year 3 if eguipment installations and network connections
are on schedule (Line ©). 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 is shown at
Line P.




EXCHANGE CONSOLIDATION COMMUNICATIONS COSTS

NAVY AND MARINES

CONUS CONNECTIVITY: ASsumeés & Very Small Aperture Terminal (VSAT)

at all locations.

VSAT may not be the final decision but, for

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

lines.

NAVY

85 VSATs @ $17,000

95 Comten Eguipment @ §770.64

95 Hub and Backhaul Equipment @ §£2,294

TOTAL

MARINES

14 VSATs @ $17,000

14 Comten Equipment € $770.64

14 Hub and Backhaul Equipment £ $2,284

TOTAL
CONUS TOTAL

VERSEAS MMUNICATIONS:

locations.,

Not included are: Adak, Alaska;

ONE-TIME
$1,615,000
73,211

—217.890
$1,906,101

§ 238,000
10,789
32,116

£ 280,505
62,187,006

Christchurch, New 2Zealand; Antigua, West Indies.

NAVY
31 Overseas Locatlons

MARINES y
4 Qverseas Locations

OVERSEAS TOTAL

SUMMARY ;
One-time Cost

CONUS
Overseas

TOTAL COST

Recurring Cost

CONUS
Cverseas

TOTAL COST

B-
§9.400

— 400
§9.800

NAVY

$1,906,101
— 9,400

§1,915,501

§ 672,307
— 157,244

$1,429,651

Cost for VSAT includes surveys, installation and equipment.

RECURRING

§ 672,307

§ 89,077
$ 771,384

All Marine locations and 31 of 35 Navy
Exmouth, Australia:

RECURRING
§757,344

— 40,768
$806,112

MARINES

$280,905
— 400

§£281,308

§ 99,077
--48.768

$147,845

TAB A



EXCHANGE CONSOLIDATICON BQUIFPMENT COSTS
STORE vDTs, PRINTERS, PCs, AND CONTROLLERS

NAVY MARINES
STORE ANNUAL SALES

CLASS (in § mills) CONUS QES CONUS QES TOTAL

g O w.

A ‘over §36 12 4 4 1 21
$18 -~ 35.9 13 6 5 1 25
56 - 17.9 25 4 1 0 30
under $§6 45 21 4 2 73
TOTAL 96 3% 14 ‘ 4 149..

CONFIGURATION SUMMARY FOR EACH EXCHANGE:

CLASS AAFES EQUIVALENT $ CONTROLLERS #VDTs #PC8 {#PRINTERS

A FT BENNING 7 30 7 7
B SHEPARD AFB 3 10 3 3
o) SMALL 2 6 2 2
D SMALLER X 1 2 1 1
7 NAVY MARINES
STORE
CLASS COST EACH ¢ § TOTAL ¢ § TOTAL
A $£120,000 16 61,920,000 g £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 §4,386,500 18 §968,000 |
NUMBER OF DEVICES: e
NAVY MARINBS TOTAL
Controllers 294 61 3ss
VDTE 978 228 1206
PCs 294 61 355
" Printers 294 61 355

TAB B




EXCHANGE CONSQLIDATICON BQUIPMENT COSTS
DATA CENTER UPGRADES

NAVY MARINES
ONE-TIME RECURRING ONE-TIME  RECURRING

CONTROLLERS,

VDTs,PRTs ,PCs §4,386,500 $330.450 §9RA, 00N §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 S0% of prezent AAPES
capacity. 1Includes costs for 45 MIPS mainframe power and 100
gigabytes of DASD (direct access storage devices).

TAB C



! . MIS Consolidation Costs

One-Time Data Conversion Costs
' {5 000)
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Marine MWR Data Processing
(Separate Organization)
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NAVY ASAP COSTS
QU LPMENT AND PERSONNEL

. (Estimated)

STCRE NUMBER EQUIPMENT TOTAL

SIZE STORES — COSTS EQUIP COSTS
Small . 5. $126,705 § 633,525
>$750K
Madium 27 168,785 4,557,195
>§8M<$30 '
Largs 14 © 239,310 3,294,340
>$30M
*
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
" {10 astsvres)

‘I' ‘ - : TAB G



MARINE ASAP COSTS
EQUIPMENT AND PERSONNEL

(Estimated)
STORE NUMBER EQUIPMENT TOTAL
SIZE STQRES COSTS EQUIP COSTS
Small 5 $126,70S $ 633,525 e
>$750K = %:_g
Medium 7 168,785 . 1,181,495 - S
>$8M<$30 o
Large 2 235,310 470,620 i
>530M |
4
14 EQUIPMENT TOTAL $2,285,640

PERSONNEL COSTS:

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

* ASAP not currently planned for oversea'including Hawaii
(15 stores) 4

TAB H
Cc-73




AAFES ASAP COST
EQU1PMENT AND PERSONNEL

(Estimated)
STORE NUMBER EQUIPMENT TOTAL
SIZE STCRES _COSTS_ REQUIP COSTS
Suwall b © §126.,705 $ 3,294.1330
>8750K
Medium 74 168,785 12,490,090
>$8M<CS30 -
Largo 32 285,310 7.52%,9z0
>830M
*
132 EQUIPMENT TOTAL §23,314, 340

PERSONNEL COSTS;

UA-9 Computer Qperatnr ® 537,237 X 132 a 54,914,624
(Step 4 w/37% fringe hanafits)

* ASAP not aurrently planned for oversea including Hawaitl
(15 stores) /

TAB F



AAFPES ASAP QFFSETS
STORE PERSONNEL REDUCTIONS
(Estimated)

POSITION REDUCTIONS

BASED ON STORE SIZE
STORE FUNCTION SMALL MED LARCE
Replenishment ) 1.0 1.5 2,0
Receiving 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 o2 .4 .6
5.2 7.5 11.1
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 POSITIONS 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 offsets.
Composite Salary is a computed figure composed of upper
level HPP and lower gradeguUA personnel wgo perform the
various store functions. -

TAB



_ NAVI ASAP OFFSETS
STORE PERSONNEL REDUCTIONS
(Estimated)

POSITION REDUCTIONS

BASED ON STORE SIZE
STORE_FUNCTION SMALL MED LARGCE
Replanishment 1.0 1.5 2.0 .
Recaiving 2,0 3.0 4.0
Price Changes .5 .5 1.0
Accounts Receivable 5 5 -
Layaway 1.0 2.0 3.0
Sales Commission 2 .4 .6
§.2 7.9 11.1
STORE TOTAL
STORE NUMBER POSITION POSITION
S1ZE STORES REDUCTIONS REDUCTIONS
Small 5 5.2 26.0
Medium 27 . 7.9 213.3
Large 14 11.1 185.4

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 is a comguted figure composed of upper
level HPP and lower graded UA personnel who perform the
various store functions. ‘

Cc-75 TAB J




STORE FUNCTIONS

Replenishment
Receiving

Price Changes
Accounts Receivable
Layaway

Sales Commission

STORE NUMBER
SIZE STORES
Small 5
Medium 7
Large 2

MARINE ASAP OFFSRETS

STORE PERSONNEL REDUCTIONS
(Estimated)

SMALL

1.0

2.0

5

.5

1.0

.2

5.2

STORE
POSITION
REDUCTIQONS

5.2
?.9
11.1

.TOTAL POSITIONS

e

Operations Clerk (Composite Salary)

POSITION REDUCTIONS
BASED ON STORE SIZE

1.5

[ 8] w
w Lol S
- L - - - -
o AOUNOOoOO

-« = @ 5 + »

0 oo

~5

TOTAL
POSITION -
REDUCTIONS
26.0
55.3
22.2

103.5

$19,200 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 personnel who perform the
various store functions.

C-~-76
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SEPARATE MIS BASE, MODERNIZATION AND OPERATIONS COST

NAVY
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5,700
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224,901
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FXECUTIYE SUMMAAY

The Tepartzent of Defense review of n:lztary exchanges is a
baseline assesszent of the four services' exchange. systems. A
focus group of the four services senior noncommissioned officers’
was held to capture their opinions, attitudes, and beljefs about
their respective exchange system.

Key findings of the focus group are:

e All senior noncommissioned officers believe their current
exchange systen satisfies their services mission needs. They
defined the exchange mission as supporting the servicemember and ff'-‘
other eligible populations at the lﬂlitary installations around’ the !
world. All believe that the exchange system {s an 1ntegra1 part =
of the total mission of each servicae,

e All participants were satisfied with their current exchangc

operations. There vas a definite sense of ownership of the r
exchange among enlisted people. The Sergeant Major of the Arny S
stated that "everyone is not satisfied, but the majority are.® s
The Air Force representative stated that, *the product quality overf‘ 10
the last 10 years has really increased , , just to better . "
managenent due to centralization.™ The Master Chief Petty Officer S
of the Navy believed that his exchange system has made great: g

strides in the last two years to meet local market demands.

e There was significant discussion about patron shopping behavior .
and perceptions. All agreed that patrons shop not only their own':
exchange system, but also the competition. Choice, variety, and -
the perception that ®it's different on the other side of the fence"

appear to be the primary factors influencing this behavior. »‘.f S

& All believe that command and exchange and patron and exchanqe
communication channels are adequate.

e All senior noncommissioned officers understand how the profit i
distributed for their service to the MWR activities. Overall,. thayf
vere 2enerally satisfied with the equity of their profit .
distribution systems and that it was a negotiable issue which conld-
be changed to meet needs. o IR

® All participants believe that there aust be a balancc between :
the exchange savings and the MWR program. The Air Force
representative stated that “if we lose the savings, ve're going to
lose the MWR because people will stop shopping there. Thon, vo'ro
going to end up losing both. There's got to be a balance.®



o All participants were deeply corcerned with the pessible
corsolidation of exchinje systerxs. The Arzy and Alr Force
representatives endorsed the merger, provided that a thorough
ccst/berefit analysis was con“icted. The Navy and Marire Corps
representatives vere oppcsed .o the propcsed consolidation for a
variety of reasors. All agreed that savings must bte realizad and
the end product better than what is currently in place in order to
proceed with a consolidation of the systens.



BACKGROUND and PUFIGSE )
Trhe Cepartcent of Defense review of military exchanges is a

taseline assesszent of the four services' exchange systems. The

Arzed Forces Military Exchange Consolidation Task Force has been
tasked with the objective of identifying lIncreased efficiencies.

These efficiencies may include reducing overhead costs and

increasing savings to patrons without degradation to custcmer

service. The Task Force reviews all functiocnal 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
was held to capture their opinions, attitudes, and beliefs about
their respective exchange system. Specific question areas were:

e VWwhat is the mission of the exchange?

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

° How well does the senior noncommissioned officer believe his
exchange serves the different military populations?

° Are the senlor noncommissioned officers satisfled with current
exchange operations?

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

A




MeitlTS and FROCFDURES

Trhe follecwing section out;ines the methods and procedures for the
focus group research, to include the Moderator Guide developzent
sample selection, and group composition, '

The Moderator Guide

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

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

Hr. Jia Winters
Chiet, Operations Division
Army Alr Force Exchange System

Commander Tom Kaloupek, USN
Director, 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 agencies
for their review and comment. Upon final review from the agencies
the guide was approved by the Task Force. '

A copy of the moderator guide is at Appendix A.

Sanple Selection Procedure

Due to the time constraints for the Task Force and their report,
the sample vas drawn only from-the senior noncoxmissioned officer
from sach service. Bven though participants vere selected froa
the Washington, D.C. metropolitan area, they brought perspectives
vithoﬁhel from other commands and locations wvhere they have
served. .



e ]

T e representatives wvere:

) Sergeant Major of the Army

. Master Chief Fetty Officer of the Navy

N ) Chief Master Sergeant of the Air Force-

® Sergeant Major of the Marine Corps

Group Composition

The range in years of active duty service was from 19 to 33 years.

° 100 percent of the group have had other positions, other than
their current assignment, which required exchange involvement and

interface.

o 100 percent of the group was male.

® The average age was 45, with the age range between 38 and 49

years.

® 100 percent of the group was married.

e Participants had” an average of two childr;n, vith the age

range between 14 and 25 years.

Group Location and Time

The group was held from 1400 to 1600 at The Pentagon in

Washington, D.C. on Thursday,

Yacility Description

The group was held in room 3E752 of The Pentagon. The p&rtlclpantggﬁé‘f
vere seated at a conference table vhich allowed them to.thqfeac@yj;ﬁ'

other during the discussion.
sat at the head of the table.

2 August 1950,
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The moderator and the tvo. observers =
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There were four participants in the focus group. Specific

demographic characteristics of the group vere: o

e All participants were grade E9. "
Y Participants had an average of 28 years of active duty éefvice.;.‘_'@g
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Taping

The entire session was taped, in addition to transcripted by a
shorthand recorder. The tape recorder was placed in the front of
the room. A copy of the notes are at Appepndix B.



THE FINDINGS

The session was moderated by Ms. Avrit (MwWRSPTACT) and obtserved by
Coszander Kaloupek (NAVSUP), Mr. Winters (AAFES), and Major Burger
(MWRSPTACT). Ms. Kerry Lewis, also from the MWRSPTACT, was the
shorthand recorder and assisted in the session.

Predispositicns

All group participants were cordial and knew each other through
their command positions. While each participant had been
thoroughly briefed on thelr exchange system and service's position
regarding the possible consclidation, they spoke candidly about
their perceptions and opinions.

The Chief Master Sergeant of the Air Force could not attend, but
sent his Staff Assistant, Chief Jim Craig, to represent hins.

Sumrzary of Findings

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




Frazework

# 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 support to the servicezember
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 accomplishzment of the mission. All of
the senior noncommissioned officers believe the exchange systea to
be an integral part of the total mission of each service. The
participants also believe that the exchange is critical to each of
the services' morale, welfare, and recreation (MWR) programs in
providing necessary funds. The Alr Force representative atated,
stha exchange i3 one of our benefits. If we lose it or cut back on
it, it's the same thing as taking avay pay or something else.®

® Does the exchange satisfy the misslon needs?

Each participant agreed that their current exchange system
satistied thelr mission needs. There was significant discussion,
however, on the different missions of the four services and “Me
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 Air Force), the exchange systea
emphasizes facilities as a mission-essential priority. Por the
sea-based services (Navy, Marine Corps, and Coast Guard), however,
facilities do not rank as important in their overall priority.
These exchange systems are service-oriented to support the extended
deployments aboardjﬁhip.



Exchanje Crerations Questiors

» Bow well do you think your exchbange serves junior enlisted?
Senior enlisted? Officers? VTamily menbers? Retirees? Others?
(Reservists, Units, XWR activities)

All participants agreed the exchanges do an acceptable job meeting Fye

the needs of their different populations, The Navy's senior AR
noncommissioned officer stated, "the exchanges have a wide variety f&ﬁ
(of populations) which they have to serve . . . ranging from Bl to. :}+ 7»
010 to retirees. BEach of these groups has different vants,® The ™ -

sergeant Major of the Army stated, "everyone Is not satisfied, but
the majority are.®

e Bow are the exchange prices? Is there a savings to the
customer? Are merchandise selection and availability adequate to
custorer needs?  Are the quality of merchandise and customer -
service satisfactory? Are the facilities clean and attractive?
Are exchange management and employee attitudes customer service
oriented? .

All of the senior noncomnissioned officers of the four services ",
believe the exchange prices are good and represent a savings to G
the customer. The Alr Force representative stated, "the savings,

have to be there. 1If not, nobody would shop there.® All I
participants also agreed that pricing between the exchange systems - .
is comparable. The Sergeant Major of the Marine Corps stated ‘that,: = -
npatrons shop around and they may find something cheaper in AAFES, %
but across the board the prices are similar throughout.® ‘The . . :
Sergeant Major of the Army provided an example of retirees driving .
100 to 200 miles to shop at an exchange to receive the savings. Re
continued by saying that, "the young guys (troops) either don't '
know (about the savings) or aren't convinced (about the savings).®

Overall, all participants vere satisfied with exchange operations.
The Air Porce representative stated that, "the product quality over ' | .

the last 10 years has really increased . . . just to better = ~T_ 'a
management due to centralization.® The Master Chief Petty Officer . ﬁﬁﬁ?
of the Navy believed that his exchange system has sade great . =~ - if
strides in the last two years to meet local market demands. He ~ ' .  'n
also remarked that while facilities were acceptable, sdrvic.;;iyia”ﬂ;;»" :
depended upon the stere. He cited the Navy's uniforam shops as’an: * ° .
examnple vhere training and service have markedly i{mproved. | i

P
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There was significant discussion among participants about patron.
shopping behavior. All agreed that patrons shop not only their
respective service exchange system, but also the competition.
Three specific exanples were provided by the participants wvhich
reflected this behavior: Hawvaii, Japan, and the Philippines. The
Navy, Marine Corps, and Air Force representatives, all, proyvided - *

I




ireiz-ts 29 to why sajlers, Marires, and airzen will travel froa
Subic Bay to Clark Air Force B2se, and vice versa, to shop at a
different exchange. Cholce, variety, and the perception that "it's
different on the other side of the fence™ 3prear to be the primary
facters influencing this behavior.

e Does your exchange system have customer advisory weetings? 1t
not, should the system have these meetings? If yes, how
frequently are these meetings scheduled? Are the recommendations
of these meetings acted upon?

All of the senior noncommissioned officers of the 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 composition of the Navy advisory boards to
reflect more junior grade enlisted personnel.

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

All participants believe command and exchange, and patron and
exchange, compunication channels are adequate. The Sergeéant Major
of the Army stated that the exchange is a part of the chain of
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, "they
(patrons) can always 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.

A
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Frofir Distributicn Questiors

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

All of the senior 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, velfare and recreation (MWR)
program 1s supported by the exchange? Do you know the amount of
soney received from the exchange for your services' MWR program?

All participants could explain hovw the local MWR progran is

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

e Recognizing the competing needs for exchange profit dollars, are
you satisfied wvith the equity of the profit distribution system?

The participants were generally satisfied with the equity of their
profit 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 Air Force representative stated that, "wve (the Air
Force) have put 50 percent in for how many years - wa've got our
faclilities up, nowv we may be able to change that.®™ The Master
Chief Petty Officer of the Navy stated "Navy facilities neced a lot
of work. The perception is 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,.

e Do you perceive that the profit distribution systea provides
incentive at the local level to improve exchange service and

efficiency? 1If not, vhat do you think does provids for local
improvement?

All of the senior noncommissioned officers perceived that their
exchange systea provided incentive at the local laevel.

11




Folicy Questiors

o which is more important when serving the military mesber:

savings at the exchange (for the individuval customer); or

a viable and financially bealthy on-base morale, velfare and
recreation (MwR)} program (i.e. child care, base gym, etc.)?

All participants believe that there must be a balance between the
exchange savings and the MwR program. The Air Force
representative stated, "if 'we lose the savings, we're going to
lose the MWR because people will stop shopping there. Then, wve'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 worale,
welfare and recreation (MWR) program?

All participants agreed that patrons are most interecsted i{in the
savings at the exchange. However, both the Alr Force and Na

representatives expressed thelr concern that the average service
menber does not understand that the exchange supports their MWR

progran,

12



Future Questicrs

e Based on your experience with your exchange system and vhat you .
bave beard today, do you think the exchange esystems should be
consolidated? If yes, what would be the primary benefits and what
should the consolidated management structure and operation look
lixe? If you think the systeas sbould not consolidate, why? Do
you perceive any overriding disadvantages?

Throughout the meeting, there was significant discussion on
consoiidation. Each senior noncormissioned officer presented his
perspective on the possible consolidation of the exchange systesms,
All servics representatives vere in concurrence, that if there vere
a consolidated system, it should be responsive to both patrons and
commanders, establish similar facility standards and levels of
service, and provide a sense of ownership to local patrons in order
to generate their continued interest.

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 consclidation. Important issues
included 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 consclidation was going to happen
anyway, "we might as well get on with solving the details of how
to run it.* - 2

-

The Master Chief Petty Officer of the Navy was particularly vocal
on the points of ownership and the protection of morale in the
face of ercding benefits. He stated, "Our sailors are the
shareholders in this company - they own it. Did they ask to
change it?® He was also deeply concerned with the cost of
consolidation and the return to MWR groqranl. His baseline
position vas in opposition to consolidation.

The Sorzeant Major of the Marine Corps emphasized the Marine Corps
oppesition to consolidation. BHis position is based upon the 19898
reorganization of MWR within the Marine Corps, with the issues of

personnel turmoil and comparative profit distribution levels as
key.
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¢ Hcw should the profits be distrituted to merale, velfare and
recreation (¥wR}? How much?

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 Marine 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 ahould
be established.

14
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Arscd Porces
Kilitary Excra~je Consoalidation
TasX Porce:
Jones Comaisalon II.

verify participants are in the proper group. Distributa naze

tags/cards for first name only.

Introduction

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

*I an a parketing 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. Ny job is not on the line today -- and I don't
have anything to sell. 8ay vhataver 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 Hahpovcr and Personnel Policy, is chairing

8 task force vhich is conducting s baseline assessment of



Services Comnmittee, Cdngressman Marvin Leath. You‘ﬁér¢ f

to this session to give your 6pinions, as thae senior
Your input is important to this assesszent,

We have representatives from the Aray/Air Porco o
Exchange System (AAFES), Marine Corps Exchanga (MCX), and thol
Navy Resale and Service Support office (NAVRESSO) here to heaﬂ

vhat you have say.

!Bgtoré ve begin, however,

for our meeting. i’
A

Please talk one at a time and in a'voico%iiﬁf§da*§iz
nine. This session u boinq both taped and r.cordod‘*by our:. |
shorthand secrestary -- only to assist in our roport writing,!
Everything you say is confidential. - ‘

I need to hear vhat everyons has to say. but ye i''46;
not need to answer every question. You do not need to addr s%‘
all your comnents to me to get them on the tabl. for difl

You can respond directly to sométhing else that 10 "1dw“butR§?£;m



avoid cenversations with your neighbor. Say it so we all can

rear.

We will observe the no smoking rule during this

session.

There are no right or wrong ansvers in wvhat we are
talking about today. I need your different points of viev
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 roon.

" Most importantly, each here is as important as the
other in this DoD study. Similarly, each exchange system is as
important as the other,

finally, rank is to be left at the door.®
/l

Selt-Introductions

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



Frase»ork Questions
[y To tegin, what do you think is the mission of thre exchange?

Do you perceive any differences in mission between the services?

'Y Does the exchange satisfy the mission needs?

Exchange Operations Cuestjons

® How well do you think your exchange serves junior enlisted?
senior enlisted? Offlcers? FPamily menmdbers? Retirees? Others?

(Reservisfél'U;its, MWR activities)

° Bov ars the egchange prices? 1Is there a savings to the

customer?  Is nercﬁ__andise selection and availability adequate to .
customer needs? /I;—the quality of merchandise and customer

service satisfactory? Are the facilities clean and attractive?

Is exchange management and employes attitudes customer service

orianted?

e Does your exchange system have customer advisory meetings?
If not, should the systea have these meetings? 1If yes, how
frequently are these meetings scheduled? Are the recommendations
of thess mestings acted upon?




. Are cczzand and exchange cozzunication chanrels adequate?

Are patron and exchange comzunication charnrels adegquate?

Profit Distribution Questions
° Do you know how your service distributes exchange profits?

® Can you explain how your morale, welfars and recreation
(MWR) program is supported by the exchange? Do you knov the
amount of money received from the exchangs for your services' MwR

program?

. Recognizing the competing needs for exchange profit dollars,
are you satisfied with the equity of the profit distribution
systen? -

[ Do you peréeive that the profit distribution system provides
incentive at the local level to iaprove exchange service and
efticiency? If not, vhat &0 you think does provide for local

improvenent?



L e

Bolicy Questions

. which is more important when serving the military mezter:
- Savings at the exchange (for the individual custormer) “
CR

- A viable and financially healthy on-base morale,

welfare and recreation (MWR) program (i.e. child care, base gym,

ete.)

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

the exchahga?

- Ssavings at the exchange

OR ' h

- Funds for a viable morale, velfare and recreation (MWR)
progran. t




yty vest 1orng

"The future structure of our exchange systezs zay be
drazatically different from what we have bean discussing so far
this afternoon. ©One of the alternatives the DoD Task Force is
revieving is the consolidation of all of the exchange systens
into one system -- similar to the recently announced

consolidation of the four services' commissary systeas.

° 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 vould be the primary benefits and
what should the consolidated management structure and operation
lock like? 1If you think the systems should not consolidate, why?
Do you perceive any overriding disadvantages? I would like to go

around the.tgbleiand have each commander briefly give his

perspective,
A

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

"Is there 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: .
Jornes Cormission 11

Focus Group--2 Aug 90
Framework Questions

Army--Believe very strongly that we have a need for our exchanga
services. They provide a benefit to ourselves, our family
members, reserves, and retired community as well. We have
soldiers stationed around the wvorld and at each installation, we
hava - no matter how small - we have scme 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,

Alr Force--We have continuity anywhere 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.

Navy-—Ownership means a lot. Bave asked sailors and wives wvould
they continue to shop if they joined with AAFES. There are strong
feelings that they would not shop anymore. Sailors are saying that
"they" ara out to take everything. This is the worse thing people
could do for morale right now--would impact negatively. This is
the emotion building up--not a business approach. Belleve politics
strongly involved. Wanted to knovw "who said to do it?-who wants
it?2." Who are the strong holds in this? Someone is driving {it.
Believes dirty politics is involved. Sailors are going to wake up
and they won't owp/their exchange.

The systems are totally different. The services are different.
The Navy relies a whole lot more on MWR. The Navy has a very
young population that desires MWR activities. Go to many
different ports around the vorld and this takes a lot of money.

As far as the funding of MWR is concerned, does not know who is
right or wvrong. He sort of likes how the Air PForce does it.
Views the main difference in funding is the Navy does not held the
funds up. The Navy's important priority is serving the sailors.

Believes consolidation will not reap more for their MWR in these
austere times. Where is the money going to come from? It will
come from soldiers and airmen.

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

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



facilities to meet those needs, Wa have size fine facilities out
there, they corpare with civilian facilities.” We have 0% for-
capital output. Not only do we have active duty, we have a = -
trecendous retires and reserve population that need to use these ey
facilities. et ¥

Navy--W¥hile in Hawaii asked personnel and famxly menbers 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, v1sxt1ng and shopping at an
exchange is the only way we know we are still American. -The .
sailors and fanily menbers polled believe they will lose the. - P
flexibility of competitive shopping if the systems are combined. RN

Overall, view the merchandizing as a hard business to be: in -~ ;Jiihs
almost impossible because of different needs of E1-09, ThgpQng?fl;n
different worlds, T ;ﬁy“w ;

Marine Corps--Agree with what was sald above. For the record, the_
Marine Corps exchange system is their to serve the Marine. Our -
system gives the commander flexibility to serve the total .. -
community. This system works through the MWR system:to aupport t
needs and accomplishment of mission. 1In 1988 the Marine Corps«vas‘
told to look at their MWR. We have put a lot of work into it.-
Have modernized and updated facilities and at most exchanges, you
will find comparable pricing. What is most Iimportant to the Har
Corps is need for tlexibility to meet needs of command and 'tha
Marine Corps believes they cannot meet those needs without tha
present systen.

Arny-~w1th a telephone call, can change the flowv of service.- '
Dallas and it happens. The exchange services are part of the:tofad
system. Adjusts to neceds of command. In Panama, they had'a &
items that were hird to get -- AAFES got it. Priorittes’ caj
changed with a telephone call. Would hope bureaucracy woul
become such that it would bog down needs of servicemember. .
turn it over to a Walmart but they would not vant ft. A ae
Walmart's Board of Directors sits on AAFES Advisory Board.and
said they would not wvant it because ve have to meet too many:ne
If ve change that system it nlqht not be responaiv. to thnwne
people. .

The Secretary of the Army si & lettsr that said ve neodito,
on with it. But it sounds like a lot of people have a problesm:
it. Have talked about it and they are vorriod that ve vi:
the systes. ' _ -

Air Porce-~-Rumors are out, but no one tells them nbout th.n >
benefits. The merger between Army and Air Porcs is going: qraat.
We cannot take care of business taking a loss. g gE
Marine Corps--Navy and Marines could not eat the lossel. - Exchang
profits are the monies that keep our MWR programs going. -



N¥avy--we have poor and rich stores. The rich stores support the
poor.

Army--We need to be concerned about base clcsures. We do not know
what the cost will be to draw down. No one knows hov much. We
need to find out what 1s going on. We need firm decisions on what
wve are going to have. We do not know. No one can tell me how much
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 who the enemy is. Who is
trying to screw the sailors. 1Is it AAFES trying to cover their
loss of market in Europe? 1Is it DOD, are we losing another B-27
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. 9 PP ey

Air Férce--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 believe 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.®

Adr Force--Being taken over by AAFES {s not the issue. Army and
Alr Force said the corisolidation is going to take place - need
implementation plan,,

Army--Why spend money on a study if the decision has been made?
We :ra under the assunption it will happen. Why conduct a $10M
study? . ’

Air Porce--Leath said implement.

zi:z--Leath said look at feasibility--do not implement at this

Arny--We neced to go slov cannot be done by 1992.

Exchange Operations Ouestions

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



reversed that., Enlisted rcw serve on the Advisory Bcard,

we have a done poor job on explaining what we do with the morney.
Ssome don't know vhat the money goes for.

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

Army--Soze of what the Navy says is true. If 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 AAPES 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
I'm in the store.

There would not be many people to shop in AAPES if thay did not
save money. Believes you can save between 20-25% at AAPES, Have
catalogue sales. They have developed their own AAPES brands that
have the same ingredients as the narme brand item but at half the
cost. )

**A discussion ensued regarding savings at competitive exchanges.

+#+2The moderator interrupted the discussion to ask, "Do you think
servicemembers go back and forth between stores?®

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

Navy--Discussed a recent survey done on San bDiego area exchanges
and pricing. The survey found comparable pricing. Soretimes we
don't provide the prdduct they want so that is one reason to shop
around. As far aslcleanliness is concerned, believed all stores
were clean, however, may be in need of maintenance. Service
depended on the store. Howvever, NAVRESSO has instituted a
training program to improve custormer relations.

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

As far as sexvice 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 resclved. e fn

Air Force-~Believes the savings have to be there or no cne would
be shopping at the stors. AAFES is one of the largest retailers
in the world. Quality of products have increased.

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




the flexibility to change stock.

Marine Corps--The perception is the local comzander does not own
the stores.

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

¥arine Corps--Asked if the exchange fell under the {mmediate
guidance of the Army and Air Force.

Army & Air Force--Ne, it is separate.

Marine Corps--Under Marine Corps system, ve 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 statement that
will burt someone. You go to the peopls and then you go to the
drawing board. There could ba 5,000 repercussions from this.

Army--In the states when you shop, you don't pay taxes. That is
perceived as a real benafit. Another perception is that somecne
wants to take away AAFES, civillanize it. 1If they want to do it,
tell us 50 we knov what they are trying to do. What are the
motivations? 1If you are going to combine for a benefit, no one
would fuss. Why are we doing it? (Went on to discuss a recent
purchase of tires that were priced significantly lower than
outside retailers.

Relationship of Bxch&ﬁga with Customer

Army--Every year, ihjor comnand Sgtﬂajs and their wives go to
AAPES headquarters in Dallas to dliscuss their problems with AAFES
and to make recommendations,

Navy--Discussed their Advisory Groups who provids 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 vill be
taken care of.

* .,
- #%) discussion snsued on hov profits are distributed to the MWR
Programa. All participants had profit distribution percentages
available via briefing packages, but agreed that each system vas
dit{or;nt so there was no vay to compare systems. (apples to
apples

Protit Distribution



when the participants were askxed if they were satisfied wit)
equity of the systen, the follewing was recorded: tth the

Arpy--Satisfied but they are simplifying it. It is flexj .
give 100% to the single funa it desired? exible, could

Navy--Satisfied.

Arzy--In the past, the Army spent money on *I love ma"™ things th
may not have pade good business sense. But they are takingga at
different look at it nov. _

when asked wvhether profit distribution encourage inc
following was recorded: g entive, the

Navy--Believed their exchanges were highly motivated,
savings vs Service (vhich is more important)
Navy--A balance. | '

Army--Agreed a balance vas required. You have to have a
profitable system yet also have to offer savings opportunities.

Alr Force--If you lose savings ou will lose MWR. H
balance. ey 28 to b a

Army--Had the folloving questlion for the moderator: 1If ve
consolidate can we recelve more savings? What {s the affect on
our facilities and maintenance? What 13 affect on MWR? What are

the motivators? " Any way you look at it, consolidati
capital outlays and MWR revenues. ’ on will affect

What about custoneﬁ's: Savings vs MWR Program
Marine Corps--éavings.

Alr Porce--They want savings, don't know vhat is pumped into MwR.

Navy--Custozers don't understand. It o
"~ to take care of MWR. If you explain then they vant

"“bo you think exchanges should consolidates

Axmy--Somecne has to determine the improbable, will :
increase in savings if ve consolidat.g will ve enogg.ab;arug‘cr
profit to put back into MWR? The more we consolidats the more
people with their finger in the pot--more difficult for the system
to 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 alwvays belonged to the Pederal Government,
The PX, howvever, belongs to the servicemen. 7The Federal Government




dses not build an exchange, we do. There is a difference., The
people who own stock {n the facility should have say as to the
future. 1If the decision is made, there has to be soxeone to sit
down and decide if it's feasible.

Marine Corps--Do not agree with consolidation, We underwent a
complete reorganization in 1988, We are just not seeing the
benefits in protit and management. If we combined, we will sece
trhe same people problems. A lot of people will get hurt and sce
less of our profits going into MWR. We are confident with our
Board of Directors. Believe it should not be combined.

Air Porce--Everything we see confirms consolidation will happen.

In that case, wvhat is the Board of Directors going to look lixe?
Believe the four senior enlisted members present today must be on
the board. Need flexibility to remain with local commander. What
is the correct percentage that meets bottomline, have savings for
the customers, and also keep MWR programs going. Need that balance
on paper. Consolidation is going to happen, thae Secretary of the

_Alr Force signed a letter out. :

However, in the participants opinion, does not see a problem with
merged backrooms. If the name of the facility is the problem with
consolidation, Xeep the name, we 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 him that there are
people in key positions that will take a knee jJerk reaction. No
one in business would do very well if they did this.

What i{s the cost of the merger? What is the percentage of
savings. Mergers cost. What about the employees we would losa?
wWhat would headqguarters look like? What is the impact to
customers? You must study this. .

Took exception to the Secretary of the Air rorcd'iaéuelt to begin
implementation. Believes you must study it. Would like to have
the facts. . ' . '

Army--We need to make sure ve knov vhat we're doing. Move
cautiously. -

Navy--Smells like aone&ho struck a deal. | e
Additionsl Comments

Navy--Regarding profit distribution of a consolidated system, the
Navy needs encugh profits to go to them so that it doesn't hurt
MWR.

Aray--Need flexibility to adjust program. Would hate to see
flexibility curtailed. The Commander would stop supporting the



exchange as well as tre

Marire Corps--Could not
Marine Corps 1s pulling

Navy--Wants a gquarantee
zakxing now. Would like
people who want this to

soldier,

accept less distribution than what the .
now.

that the Navy will get what they are
the burden of guarantee put back on the
happen.

This is the worst timing in the world. would likxe the junior
enlisted personnel thought more of.

Army-~Belleves the retiree perceives the exchange as a benefit.
Would not want to do anything to curtail their benefits.

Alr Forca--The exchange

is definitely a benefit in everyone's

view. The exchange savings are even factored into pay.

Army--This action could hurt retention., People identify with

their own exchange.
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EXECUTIVE SUMMARY

The Departzent of Defense review of military exchanges is a
baseline assessment of the four services' exchange systems. A
focus group of installation 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 tco different to be effectively
supported by one agency.

» All commanders believe that exchange satisfies their
command's mission needs. They defined the exchange rission 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 Alr Force commanders. The Navy and
Marine Corps commanders have direct operational control over the
exchange. The Army and Air Force commanders do not have
operational control, but perceive the exchange manager as an
integral part of the.command and community. All participants
believe that the current command and exchange communication
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 Army
and Air Force commanders stated they desire a greater bottomline
return to the local level activities. The Navy and Marine Corps
commanders have the direct support for MWR based on how well
their exchange performed. The Army commanders receive direct
dividend payments from their exchange systeam from phones, Class
VI 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
g>od for the most people and can't make everyone happy."

1l



* All commanders believe that savings at the exchange and a
viable and financially healthy on-base MWR prograk is not
mutually exclusive. A Marine Corps ccorander stated that”
ncervice versus making the biggest dollar is 2 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. ' .

. while most companders did believe savings could be realized -
with consolidation through the reduced duplication of personnel '
and increased buying power, they did not believe centralization.
to be answer. The companders agreed that ®"pigger is not always i
better." _ - e

%




BACKGROUND and PURPOSE

The Department of Defense review of military exchanges is a
baseline assessment of the four services' exchange systems. The
Armed Forces Military Exchange Consolidation Task Force has been
tasked with the cobjective 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 functiocnal areas.

A focus group of installation commanders in the Washington, D.C.
metropolitan area was held to capture commander's opinions,
attitudes, and belliefs about their respective exchange systen.
Specific questions areas were:

. 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?

° wWhat 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
development, sample selection, and group composition.,

The Moderator Guide

The Moderator Guide was a combined effort of representatives froa
the Morale, Welfare and Recreation Support Activity (MWRSPTACT),
the Army Air Force Exchange System (AAFES), and the Navy Supply
System Command (NAVSUP). The representatives were:

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

Mr. Jim Winters
Chiet, Operations Division
Army Air Force Exchange System

Commander Tom Kaloupek, USN

Director, 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 divisiong to further identify question areas. A

draft guide was developed and subsequently staffed to the other
agencies for their.review and comment. Upon final review from

the agencies, the guide was approved by the Task Porce.

A copy of the moderator guide is in Appendix A.

Sample Selection Procedure

Due to the time constraints for the Task Porce and their report,
the sample was drawn only from Washington, D.C. metropolitan area
commands. Even though participants were selected from the same
geographical area, they brought perspectives with them from other
commands and locations where they have served.




Comnmands represented were:

] Aroy
Fort Belvoir
Fort Meade
Military District of Washingtoen

. 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.

A

] 100 percent of the group was male.

[ ) The average age was 48, with 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 betwveen 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 19%0. Lunch
wvas served to the participants during the discussion.



Facility 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 gquestions.

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 FINDINGS

The session was moderated by Ms. Avrit (MwWRSPTACT) 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 kxey points for the group on the easel.

Predispositions

All group participants vere cordial and several knev each other
through their command positions.

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.
Several of the participants had briefing and point papers with
then which discussed profit distribution and market basket price
savings between thae exchange systems. Thelr preparation for the
session indicated their interest in the topic. While '
contributing positively to the group discussion, their indivigual
opinions as commanders may have been influenced to represent
their service's position.

Mr. Bob Cook (General Manager, Washington Area Exchange) and Mr.
Georga Quigley (Chief, Washington Office), both from AAFES, also
attended. - o

Sumnary ot.finﬂings ;

This section will ]list 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.

Framewvork

. What do you think is the mission of the exchange? Do you
perceive any differences in mission between 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. Nost important
to the commander vas that the exchange should serve the unique
requirements of the command and of the service. The exchange is
vieved by commanders as the "umbrella of quality of life
programs.®



® Does the exchange satisfy the mission needs?

All 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
commander is now ta110r1ng 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 1nf1uence*
on the community.® '

° Hov would you describe your relationship with your base
exchange? 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?

Each commander presented his perspective on the relationship
between command and the exchange. The Army and Alr 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
not, however, (he) takes instructlon from me and is an integral
part of comrand.® Both Army and Alr Force commanders perceiveﬂ
the exchange manager working for the installation commander, but
also worklng 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 communlty.

An Air Force commander did express the concern that the exchange
manager is placed in a precarious position serving two masters --
the commander and AAPES. While he did receive the level of
support he desired, his comment was that "the master that :
controls the perfornance ratings gets higher allegiance than the
master -who doesn't.* An Aray commander stated that he was happy
with the AAFES systea for two reasons: (first, he received money
for capitalization of other MWR activities through the AAFES’ o
program; and second, he vas willing to give up sone local control'
for professional retail management.

The relationship between Navy and Marine Corps commanders and
their exchange is direct. Both the Navy 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 review of the exchange




marager. O©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
fitress 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 kxind of requests does the exchange make regarding
administrative or logistical support from your command? What do
you think about these requests? Do you think these requests are
reasonable or unreasonable? Is éxchange mpanagement generally
both receptive and responsive to command recommendations for
improving exchange operations?

For all services, the exchange makes simllar requests for
installation services as other tenant activities. There was
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 Force 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 management regarding
opening and closing of facilities? Bours and days of operation?
Merchandise and services offered for resale? Pacility access?
Dress codes?

For the Navy and Marine Corps commanders, the exchange control is
direct. These commanders control the facility operation to meet
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
with other base facilities, The AAFES policy, however, was to
remain open. He 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
management 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 communication channels adequate?
All commanders agreed that the current command and exchange
communication channels are adequate,

) Do you Xnov hovw your service distributes exchange protits
to you? -

All commanders werélaware of how their service distributes .
exchange profits. There is a significant difference between the
four services' profit distribution methods.

/

[ Can you explain how your local morale, velfare and
- recreation (MWR) program is supported by the exchange? Do you
Xknow the amount of money received from your base exchange for

your MWR program? If not, should you know? If yes, wvhat is the
amount? :

All commanders could explain how the local MWR program 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, "we decided, therefore we know." All
commanders reviewed monthly balance sheets and profit and loss
statements on their exchange.:

10




The Army commanders receive a prescribed dollar amount per man

of exchange profits to support their MWR programs. The Air
Force comrmanders were particularly disenchanted with their Air
Force Headquarters profit distribution policy. Both Army and Air
Force commanders would like to see a percentage of the bottomline
profits contributing to local level activities. These companders
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,
however, 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
facilities and profit distribution. The AAPES representatives,
Mr. Winters and Mr. Cook, discussed that capitalization and
facility construction amounts were not accounted for in 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 soldiers to
receive like facilities, no matter wvhere they served.

similarly, an Air Force commander believed that AAFES facilities
were superb when compared to the other services. A Navy
commander echoed these commander'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 with the equity of the profit distribution
system? ' pl ' :

With the exception.of the Alr Force commanders, the participants
were generally satisfied with the equity of their profit
distribution systens.

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

An Air Force commander stated that there may be greater
incentive at the local base level if tiere was some share in
profits. Two of the Army commanders expressed their satisfaction
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 "did not want the hassle of filling
billets."

11



Ore Navy commander believed it was critical to maximize
irncentive 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.

. Bow well do you think your exchange serves junior enlisted?
Senior enlisted? Officers? Family members? Retirees? oOthers?
(Reservists, Units, MWR activitles)

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 community.®

The Navy commanders believed that their exchange operations have
improved significantly in the past two years with 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
make everyone happy."

The Army and Air Force commanders echoed the Navy commander's
statement regarding the exchange serving a wide and diverse

population. Overall, 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
customer needs? 1Is the quality of merchandise and customer
service satisfactory? Are the facilities clean and attractive?
Is exchange managemedt and employee attitudes customer service
oriented?

/
There was significant group discussion on exchange pricing. All
commanders agreed that exchanges "walk a fine line between
support and profit." Additionally, they believed there is a
problea with customer perceptions regarding the exchange as a
benefit. The group did agree that "perhaps we (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 lowver 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 AAPES
should investigate this practice. A Marine Corps commander
stated that he believes he has "an ethical obligation to the
troops and is always doing local market surveys to adjust
pricing.”

12




'Y Does your command bave customer advisory meetings? If not,
sbould you have these meetings? If yes, hov frequently are these
meetings scheduled? Are the recommendations of these meetings
acted upon?

All commanders stated they have regularly scheduled custonmer
advisory meetings.

° Do you receive support from the Headquarters, or regional,
level of your exchange system? Do you feel you have access to
this level?

All commanders stated they receive support from the Headquarters,
or regional, level of their exchange system. Additionally, they
all felt they have access to this level.

Policy Questions

™ ¥hich is more important when serving the miljitary member:
savings at the exchange (for the individual customer); or, a
viable and financially healthy on-base MWR program (i.e. child
care, base gym, etc.)?

All commanders agreed that these were not mutually exclusive,
but rather, are complementary. A Marine Corps commander stated
that "service versus making the biggest dollar is a balancing
act.”

° wWhat do you think your customers are most interested in from
the exchange: savings at the exchange; or, funds for a viable
MWR program?

A
All commanders stated that they do not believe customers
understand the relationship between the exchange and MWR. All
Army commanders agreed that customers most likely would rather
see a tangible benefit, such as savings at the exchange.

. 18 your exchange construction program responsive to comaand
requirements? Do you feel the amcunt invested in exchange
facility construction is adequates and appropriate?

All commanders believed that the exchange construction program
wag somewhat responsive to command requirements.

13



Future Questions

. Based on your experience vith your exchange system and what
you bave heard today, do you think the exchange systems should be .
consolidated? 1If yes, what would be the primary benefits and

vhat should the consolidated management structure and operation

look lixe? 1If you think the systeas should not consolidate, why?

Do you perceive any overriding disadvantages?

Each commander presented his perspective on the possible
consclidation of the exchange systems. 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. Most
companders did bellieve savings could be realized with
consolidation through the reduced duplication of personnel and
increased buying power.

Both Navy and Marine Corps commanders addressed the severe
financial shortfall to their MWR prograns if consolidation were
to occur. The predominant feeling among these participants was
stated by a Navy commander: ®if 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 believed their relationship (AAFES and Aramy) would
deteriorate because if all services were consolidated, it (AAFES)
would become more centralized. He added that he believed
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 consclidation initiative with
the quote, "We knovw the cost of everything, but the value of
nothing.®* He beslieves that we (the services) have the potential
of lesing the value of what we are trying to do for the community
.with consolidation. He did feel that something needs to be done
to save money throughout.

While one Air Force 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.® His fear was that AAPES would develop similar to
the Government Services Administration, Defense Logistics Agency,
and others.
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. As a commander, what type of relatjonship should you bave
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 Arny
commander did state that "a bigger piece of the action needs to
go directly back to the installation.®
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Arsed Forces
Military Exchange Consolidation
Task Forca:
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 1'a 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.®

"] am a marketing specialist with the Marine Corps,
however, for the purpose of this session today, I aan 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.

Lieuténant General Donald Jones, the Deputy Assistant
Secretary for Military Manpower and Pefsonnol Policy, is chairing



R R

a task force which is conducting a baseline assesszent of -

military exchanges, This task force was directed by the ChaL
of the Morale, Welfare and Recreation Panel of the House Armefu‘
Services Committee, Congressman Marvin Leath. You were invited,
to this session to give your opinions, as an installationsv'
commander, on your exchange and exchange system. Your 1nput 1.‘

important to this assessment.

We have representatives froa the Army/Air Féiéqgr:ﬁq_
Exchange System (AAFES), Marine Corps Exchangé (MCX), and tnf ‘;7
Navy Resale and Service Support Office (MAVRESSO) here toxﬁeagﬁ

what you have say.

*Before ée begin, however, ve need sone gropn@'rules
y i R
for our meeting.

L

Please talkx one at a tine and in a voico as loud ;s

mine. This session is being both taped and recorded by our

shorthand secretary -- only to assist in our report writing.*. :
Everything you say is conridential.

I need to hear vhat everycne has to say,‘ﬁ@tijéﬁf§§:J

not need to answer every question. You do not need to addfeél“-
all your comments to me to get theu on the table for discuasibn:.__

N “|



You can respond directly to somethi{ng else that is said, but
avoid conversations 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 ansvers in vhat we are
talking about today. I need your different points of viaew
expressed in our session. Have the courage of convictions, aven
if you are the only cne in the group that feels that way. There _

may be other commanders like you outside of this room,

Most importantly, each commander hers is as inportantv
as the other in this DoD study. Similarly, each exchangs systea

is as important asﬁ;he other.

-

/
Finally, rank is to be left at the door."

Self-Introductions

*Please introduce yourself to the group and tell your
first name, your installation, and how long you have been there.



Frapework Questionsg

° To begin, what do you think is the mission of the exchango?‘w

Do you percelve any differences in mission between the services?
. Does the exchanqe.satisfy the mission needs?

° How would you describe your relationship with your base
exchange? Is there a relationship? If there is, what 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

o . Please explaiﬁ the chain of command at your installatidn

y -
regarding the exchange operation. How do you feel about this?

® What kind of requests does the exchange make ;egardibg

adninistrative or logistical support froam your command? What do T?:Ln

you think about these requests? Do you think these requests'afo_ [

reasonable or unreasonable? Is exchange management generally
both receptive and responaiviAto command recczxendations for

improving exchange operations?




° Hew do you interface with exchange maragezent regarding
opening and clesing 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 know how your service distributes exchangs profits
to you?

[ Can you.explain how your local morale, velfare and
.recreation {(MWR) program is supported by the exchange? Do you
Xnow the amount of money received from your base exchange for
your MWR program? If not, should you know? If yes, what is the

amount?

. Recognizing tﬁ; competing needs for exchange profit dollars,
A
are you satisfied with the equity of the profit distribution

system?

® Do you perceive that the protit distribution systea provides
incentive at the local level to improve exchange service and
efficiency? If not, vhat do you think does provide for local

improvement?



* How well do you think your exchange serves junior enlisted?
Senior enlisted? Officers? Faamily members? Retirees? Others?

(Reservists, Units, MWR activities)

[ How are the exchange prices? 1Is there a savings to the
customer? Is merchandise salection and avajlability adequate to 5fﬁ{”
customer needa? Is the quality of merchandise and customér |
service satisfactory? Are the facilities clean and attractivi?‘

Is exchange management and employee attitudes customer service

oriented?

e Does your command have customer advisory meetings? 1If not,
should you have these meetings/ If yes, how trequently‘aré‘these  ??1‘
meetings scheduled? Are the recommendations of these meetings

acted upon?

° Do you reéeive;support from the Headquarters, or regional,
level of your exchange system? Do you feel you have access to

this level? i .




Pelicy Questions

. which is more irportant when serving the military member:

- Savings at the exchange (for the individual customer)

CR
- A viable and financially healthy on-base morale,

welfare and raecreation (MWR) program (i.e. child care, base gym,

ete.)

° What do you think your customers are xost interested in froa

the exchangae?

- Savings at the exchange

OR

- . Funds for a viable morale, welfare and recreation (MWR)
program.
® Is your excharmge construction program responsive to command

requirements? D¢ you feel the amount invested in exchange

facility construction is adequate and appropriate?



tu yestio

"The future structure of our exchange systems may bcw
drapatically different from what wve have been discussing so 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 systeas,

® 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 aﬂd |
what should the consclidated management structure and operatioﬁ
look like? If you think the systems should not consolidate,‘why?
Do you perceive‘any oyerriding disadvantages? I would like to go
around the table aﬁd have each commander briefly give his .
perspective. " 5

A
o As a commander, what type of relationship should you have

with your exchange if consolidation occurs?

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




;IQSU: e

"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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FOCU8 GROUOP
ARMED PORCES
MILITARY BICHANGE CONSOLIDATION
TASK FORCE:
JONEB COMMISSION Il

IBSION OF RICHANG

USA 2: Multi-service agency, department store with services. We
should have the same privileges and benefits and reap the same
rewards

USMC 2: Should serve the unique requirements of their command.

USN 1: Centerplece of the umbrella quality of life progranms.
It's the drawing card that brings them all in, Tailgr:grto rit
local area.

USA 2: Echoed Navy comment--one stop shopping concept.
USAF 1: Superior service, quality géods,‘discount prices.

USA 3: Focused on needs of patrons--customer satisfaction--under
continuous evaluation.

USA_1l: Exchanges also have larger responsibilities like
amusement, 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. . .

EATISPY NEEDS ' :
USA 2: Yes. 4

USN _1: Yes, particularly the last tvo years, after the stove
pipe was removed. The installation commander is now 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 example if they want to give
something avay 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, wve do have some say on how he
performs.

USMC 2: Yes, this is under the commander's control--do not want
to change.



RPILATIONSHIP WITH BASE BXCHANGE

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 instructlon
from me and is an integral part of command - Anything I 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 operaticnal guldance.w RS . o
I1f I felt he was not doing the job, I believe AAFES HQ would . .- - ipghiu
remove him at my request. A benefit of AAFES is that I don't
have to be concerned with the management of employees. ‘With-
regard to community needs, I am amazed at the number of times
AAFES passes the decision making to me.

USA _2: Echoes relationship as USAF 2 and added that he use*tc
wish he had the control the USMC and USN had. But on further o
thought feel it has not baen a problem—-they take marching orders '
from us.

USAF 1: Has a positive feeling on AAFES., BHas 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 |
exchange manager in a precarjous position, Scmetimes he has to u#
serve two masters.  The master that controls the performance .
ratings gets higher allegiance than the master who doesn't.

USH 1: Excellent relationship with exchange. offlcer--it we have -

a disagreement, he can-stand at attention until he comes to an -
agreement. However, bottom line profits is not the only ' - . s
criteria. 1It's the product--if we make the best product; profits'
go up. If I have a meeting, the exchange officer and the:MwR.- .
director are in attendance--their role is complementary. The ‘kéy -
is to establish a working relationship, that's vhat makes MWR- .
work. Believe it is a benefit for me to write fitness report. -
HQ does not always respord fast enough--I have the" resources to'
provide imnmediate support.

USMC 1: Have the ideal relaticnship with exchange officer.., . -
Works directly for me. The idea of serving two masters-is.too
complicated for the USMC. 1In the USMC we have the responsibility -
to support each other. I'm here for him-and he's here for‘me. ..
Havg open, direct communication to respond to ethical needs oﬂf;”‘“'
Marines.

USMC 2: The HASC requested the USMC teo consolidate and we did "
that. NMWR comes under an 06 (Col). I write his fitness reporta*.
and he writes the exchange manager's. If we have unique = .

2



USA 3: 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 a 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. {Descrilbed a
situation of wvanting 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
building restrictions.) I could do better on fast food outlets
{f I did not have centralized role of AAFES.

USN 1: Big difference in the Navy. Can get a fast food
operation done in 180 day. Don't have to worry with the
congressional interference because use local contractors,

yUsA 1: Dialogue with local management is outstanding. Execution
of dialogue runs from poor-fair-to pretty good. Biggest concern
is with clothing sales-~-management from AAFES not to good.
Service provided to other services is not good. Also concerned
about environmental issues (leaking 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. Mentioned
greeting cards, .dry cleaning, laundry not being responsive to
local 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 met
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 someocne made the decision to do it.

USA 3: BHave a problem with AAFES on promotional sales., Often
items listed in sale pamphlet are not in stock at the tirze of
sale. They are then left to face the custormer.

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 kind of instantaneous
decisions are made in the Ravy.

PSMC 1. Sensitive to the word "service.®™ Gave an example of
opening activities that did not guarantee a profitable return,

k)



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.

UESTS GARDING R

USA ): Provided an example of dilemma of trying to provide
maintenance support to the exchange (l.e., air conditioning
repair) but being restricted by lack of funds. Faelt AAFES should
have a pot he could drav from to repair things with,

USA 2: Reported that installation maintenance staffs were going
away to add to the lack of funds issue.

DSN 1: Described that he could quickly rearrange priorities to
get needed support.

USAF 1: Said it could do it too but did not have the funds to
support and als¢o felt AAFES could offer support.

USN 1: Said he owned the APF to make that decision.
Installation commander set priorities of mission.

USN 2: May have the money may not have the help to repair item.

USAF 1: Agreed that they also "own" it and can make decision to
fix item if there are funds available.

USMC 1: Belleved the q;estion 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.

USMC 2: Bave in-house work force under the consolidated MWR
system that does not have to wait 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 tvo~way street with exchange offer. Happy with
4




the relationship.
USMC 2: Have complete control.
USN 1: No problem with the Navy.

USN_2: cEZxchange 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 exarple of a snack bar
selling alcohol to minors and had tc shut them down for failure
to improve carding procedures.

USA 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 doing. .

USMC 2: Provided per capita quotes per service.

sDiscussion ensued on per capita distribution to the services
with all participating.

: Belleved it was critical to maximize jincentive at the-
local level. If doing well all share in gain if not all share in
failure.

. -
USMC 1: The local compander sees the balance sheets has much as -
he Vanta. 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. -

s4) discussion ensued on profit distribution at the services with
conversation focusing on capitalization and construction and how
it is factored into financial picture.

5



EOW I8 LOCAL MWR SUPPORTED BY EXCEANGE

1ISMC 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 like to play more in the
decision on facilities more.

t+sThe moderator interrupted the group to ask who sees profit and
loss statements. Results:

Army: No (see annual report)
Marine Corps: Yes

Navy: Yes

Alr Porce: 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.

USAFP 1: Liked USMC/USN control conversely felt facilities wvere
better on AAFES side,

USN 1: Agreed facilities were better, but felt AAFES management
prohibited incentive to do better.

sxDiscussion ensued on AAFES/USMC/USN incentive programs.

B8 OFPI ISTRIBUTIO ROVID NCENTI

USMC 1: Yes B

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 MILITARY NEMBER

PSMC 1&2: They have a good rapport with all ranks and other

compunity mepbers. 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.




USN 2: Try to do the most good for the most people--can;t make
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 sheould look into it.

USN _2: At the USN if prices are too high, they can role then
back to serve the people.

: Received the most complaints froam higher ups in the
service on prices than the lower grades.

USN_2: Felt the problem vas 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 depanding 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 medium between price and service.

USAF 1: Believed.AA?Es;pricing was ox but contracting could be
improved. T,

USA _3: Not happy with AAPES contracting.
A

*x**Discussion ensued on customer savings realized and return of
assets by services,

USHMC 2: Quoted AAFPES vs MCEX savings based on a recent survey.

OPPO L#)



increases are immediately passed on to customer. 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.

NTEREST OM TEB CUSTCMER O AVINGS V8 G
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 financing.

BXCEANGE CONSOLIDATION

USN_2: Believes savings can be realized with reduced duplication
of personnel and increased buying power. However, belleves
bigger is not better. The loss of local control prohibits
consolidation.

USAF_2. With consclidation 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.

PSA 2: Does not have a hang up with consclidation, but would
like more local input. (Later USA 2 added that he thought
consolidation means to him AAFES (Army and Air Force) staying as
it is with USMC and USN staying separate. Believes USMC and USN
mission 1s 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.

USN_1: Would like to see 1list of billets to be deleted due to
consclidation bafore consolidation. Believes it would be
disastrous to quality of life programs. FPurther effects would be
felt from the lost manpower. Their programs are built to
complement APF and profits received. Belleve consolidation would
reduce income.




wWhy are we consolidating? Wwhat's wrong? Wwhy fix it?

USMC 1: 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 bad--taking decision making away. Loss
of flexibility and control would be less responsive to the
troops. This is an ethical situation.

: Perceives no benefit from consclidation except that
AAFES could continue their operations without reducing staff at
the Headquarters because of installation closure in Europe.
(Discussed the location of AAFES HQ compared to Congressman
Leath'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 consolidation would be
devastating to the morale. If we did consolidate, we would not
get more back--instead of increasing cur per capita share it
would decrease.

USA 3: If the Navy and Marine Corps consolidate with AAFES
believes their 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 APP. (2) Believes the mission of the military
is for "killing™ not trained to run a business. 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
conscolidation but does not want to cleose 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 we need to get out of the business.
Bowever, we need to do something to save money throughout.

D18
: -Agreement should come before consolidation--what the

USA 3
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 B8.2%

$576.4

/
CUNEX 200
P $187.4

[T TLANARERARIAN

Systems Sales $ 8156 M

Armed Forces Exchange Services
. Direct Operated Food Sales - FY 89

ra

A

AAFES B4.4%
$583.7
MC 78%
$ 22.2
NEX 12.3%
$ 821
. Direct Food Sales $668.0 M ATTACHMENT |
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o

AAFES 33.C%

proeie?74.0
X to Sales 13.3%

1TMC 3.45

$2.9 Profit

% to Sales 13.06X
NEX 10.42%

$8 Profit

%X to Sales 11.0%

\
AR
TR

IR
\\\\?‘.\

Total Direct Profits $86.8 M

Armed Forces Exchange Services.
‘Concession Food Profits- FY 89

-

A

B AAFES 12.5%

NEX 63.5%
3 10.6 $ 2.1
MC é4.0%
s 4.0

Concession Food Profits $16.7 M

F-2
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Concession By System Food Sales FY 89

NEX 713% '
Enos».a AAFES B.6%
$12.7
C 221%
} 20.8

Concession Food Sales $147.6 M

Armed Forces Exchange Services
Profit By System FY 89

-

A

AAFES $77.0
74.4%

NEX $19.6
18.9

MC $6.9
6.?.s

Systems Profits $ 103.5 M
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Lt. Cen. Anthony Lukaman SO
Deputy Assistant Sectetary of Defsnasa Co
¥il{tary Personnel end Yorce Managamant

Departmant of Defanss .

Room 3C963, The Pentagon .
Vishingten, D.C. 20301 .

Daag General lLukeman:

Thank you for your letter of April 10 vherein you provided the Morale, . C
Welfars and Racrsation Panel with an assessmant of tha operation of fast-food
rastaurants on military bases and the overall corporata strategy for operating
and contracting for these restiuranis.

This raport and subsequent panel hsarings demonstrata that the introduction
of fast-food restaurants en-militarzy bdases has desn a clear sucéess, Thess
restaurants are extrsmaly popular with sur servicemsn and women Serving around
the werld, They cperats at virtually no cost to the taxpsysr while providing
needed employment for thousands of family members. Additionally, the profits _
from these oparations make’a major financial contribution to our asrmed services ' LR
norale, velfare snd vecrsation (MWR) programeé. The pansl has been impressed :
with the Bdpeed ind lov &ost involved with the construction of these facilities
and the parssverance and innovation exsrcised by the sxchangs servicas in :
providiag thass opsrations to our militacry personnael serving in remote and - - E
ovetrseas Jocations. While the program has its sdvantages, it has been subject :
to criticism and delay due to the impact upon fast-food franchizes In
compunitles adjacent to military installations.

Therafore, the panel authorices most ¢construction of fast-food restaurants
on militacy installations, sa outlined on the sttached listing, end reccsmends
the following: .

1. The Dopartment of Dafanse is urged to Yimit and congrol the

« =~ proliferation’ of Tast food and other franchises to avoid having the "fast-food
strip” offact on military beses. Tha armed servictes sxchanges vill bs th
contracting suthority for fast fo continug to reviev
sst-food restaurant conatruction 83 part of the annual nonappropristad fund <L -

construction review. JFor inatallacions that can support multiple-fast-food - ° Com
restaurants, preferencs should be given to offering other types of fast lood. . .

e, — .

- v
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2. In the Ju:uro;'concassion operations are Qr!!%r;gd for militazy baseg
1 g, direct exchange garvica opecation i

in the United Statey, or overseoss base

the praferred mathod svan {f this {nvolves having on B
cperate a franchise at a military {nstallation of another armed servicg. Where
YAle 73 not attalnable, The exthange sarvices should make avery effort to avard
these contracts.ts Aserican {nvestors. Additlonally, the panel prafers that

products offsred are purchised from U.8. seurcas,

3. Ratail prices for fast-food restaurants on military bases in the Unftad
States will be comparable to prices charged at fast-food restaurants operating

in communities sdiacant to nSI;t-ry baaes.

The fan.l sppreciatas your cooparation and lnvolvement with this important
progran. - 7
Stncerely,

Ban Daniel
- Chairman
Subconmittee on Resdinsss

DDisrkl
Attachment
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REGIONAL ORGANIZATION CHART

NAVRESSO

MAJOR
INDEPENDENT
RESALEACTS

. - FIELD
- SUPPORT
OFFICES

RESALEACTS

OPERATIONAL FUNCTIONS -

POLICY & PROCEDURE .

A

GUIDANCE & SUPPORT

IMPLEMENTATION

I d

o 1

NAVRESSO
SOoD2
BRANCH MANAGER

TRADITIONAL FOOD SPECIALISTS
IN-HOUSE FRANCHISE SPECIALISTS

FIELD SUPPORT OFFICE

EXCH OPER DEPUTY DIRECTOR
REGIONAL ROOD MANAGER/
SERVICES OPERATIONS SPECIALIST

RESALE ACTIVITY

FOOD SERVICES MANAGER/
SERVICES OPERATIONS MANAGER
RFOOD SALES MANAGER

dnsn: 1}pui



OPERATIONAL FUNCTIONS

POLICY & PROCEDURE NAVRESSO
- 7 soD2

BRANCH MANAGER
TRADITIONAL FOOD SPECIALISTS
IN-HQUSE FRANCHISE SPECIALISTS

GUIDANCE & SUPPORT FIELD SUPPORT OFFICE

EXCH OPER DEPUTY DIRECTOR
REGIONAL POOD MANAGER/
SERVICES OPERATIONS SPECIALIST

IMPLEMENTATION RESALE ACTIVITY
FOOD SERVICES MANAGER/
SERVICES OPERATIONS MANAGER
POOD SALES MANAGER
STORE OPERATIONS DIVISION
FUNCTIONS:

. DEVELOP SERVIC'B MERCHANDISING STRATEGIES
/
. ESTABLISH SERVICES PRICING POLICIES

. ASSIST DEVELOPMENT OF OPERATING GOALS
. ANALYZE OPERATING PERFORMANCE
.. PROVIDE ASSIST VISITS TO FSO'S / RESALE ACTIVITIES

« ASSIST "GHT WELL® TEAMS TO TURN AROUND AILING STORES

. ASSIST FACILITIES DIVISION WITH INITIAL PLANNING FOR NEW
CONSTRUCTION / RENOVATIONS / BQUIPMENT REBQUIREMENTS




STORE OPERATIONS DIVISION

SIGNIFICANT RELATIONSHIPS:

. COORDINATE WITH MERCHANDISING, SALBES FROMOTION, FINANCIAL
MANAGEMENT, CONTRACTING, FACILITIES AND OTHER NAVRESSO
DIVISIONS

. MAINTAIN LIAISON WITH NAVAL SUPPLY COMMAND, NAVAL
MILITARY PERSONNEL COMMAND AND FIELD SUPPORT OFFICES

. MAINTAIN CONTACT WITH 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 CONCESSION

ALL AREAS REQUIRE FRIOR HASC APPROVAL



FOOD SERVICES PROFILE

. DIRECT RUN OPERATIONS: 461 OUTLETS

SNACK BARS 171 VIE DE FRANCE

ROOD CARTS 13 SANDWICH DELI'S
CAFETERIAS 51 COMSTOR DELYBAKERIES
PTZZA SHOPS 9 ICE CREAM SHOPS

MOBILE CANTEENS 46 BAKE SHOPS

KIOSKS & CUBES 25 MISC FOOD OUTLETS
WENDY"S 1 SCHOOL LUNCH PROGRAMS

Note: Catering svailable at each Resaleact

. 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 FERB: 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 PHUFILL DID I MIDU HININ 1\ Jvivy N
' ot
% rorite ey roos
— .
100%

AVRESSO|+ 50%
'_—_.—-J.
i
100% NMPC

100% ]

[ MAJOR - 26%
CLAIMANT

|

LOCAL |
COMMAND 25%

> MCDONALD'S
. SALES HISTORY

FY 87 FY388 FY89

SALES ' 80.7 83.6 88.1
COMMISSIONS 8.4 8.8 10.6
10.4% 10.5% 12.0%

Note: Amounts in $Millions



FOOD SERVICES
SALES AND NET

FY87 FY88 FY89

SALES

. DIRECT 85700 34300  80.300

. WENDY'S FRANCHISE 1.000 1.800

. CONCESSION _ 102000  97.400  105.200
. NET CONTRIBUTION

. DIRECT _ 11000 9.900 8.700

. WENDY'S FRANCHISE 0.158 0.311

. CONCESSION - 9.600 10300  10.600

Amounts in $Millioas

RESEARCH AND DEVELOPMENT

IN-HOUSE wcmsmc

HOT DOG CONCEPT -
. OUTLETS: CARTS, KIOSXS, 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

OPFERATIONS

_A_ﬂe._HﬁﬁJ
E
é

Jgyuyuyyt
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lefer., Jivws Commicoion 11 Sttty Graw - D, Food Foint nt-lale System

Qaoda Food Puint-nf-Gale (FFOS) Sywtem

History: In support of tle ARFS comnitimnit O Durger King fra'h:hi--q-‘_:‘r
ondeavors, a FPOS aspecificaticra was rapidly puoswd in late 104, A
contract was nltimately icoud o Rgin Bweda Tic., for the procurerestt of -
I50 syutams, 7or@ o leas thwoagh 1989, Of tre 330 systoms, 189 were
dasignated for lranrhse operatiors At 145 for rogular food r-pe}'atia?-s.
Rl ting systom is referrad to oo Seada Businesss Systoms (SB3) anl is in
uwse in 311 Rurger ¥1ng/Popoves frawhi=s operatians ypered to date. Wi LH.
Rardwdr=-saftware warraily aervice throogh 1v94 es contained in the
controct.

-

1. Prosont ERLS Situation
Therw ard cuwrently 153 ative Swada FPOS ayutrmis) 1% locatod in
Burger Kings, 1 in Fopayee franchiwe: oferatione and 16 Lraining
systom. Sevanteen (17) Swda sywtars ars schoduled o e inst.-_alléa'
during FY 7M.

2. Oystom Cupubllities

a, Coxweptt ..

The manaqer workatetion, referred tn .« He SRS (Roda Business .

Symtwn), 18 3 ctorw level] computer which proviibes managerent
F_1o ATTACHMENT 4°




wnformation and recsc ks at ctoce 1ouel coutirely or o0 Zamand.,
Irig intoreation is LAase! o o sales A3k pollea from the L8
r 3=y mvpistor sy sied, TanTours enterst on the Paraetry ime
ik, awl Fey entored data, The GBS also acts as 2 data
collector, whan 80 degignated), creating tronemit files of
welected date for transmittal to the My NDallas ht computer
wrae pollgd,  hid transmilted data roanges from recd to hmow
zevt1 =alew information, to sccountable salss, amt fissal

-

inventory.

Tre epiiptant 1ocated in the feont of the Pouse, such as cash
registers and kitchan VOTs, functions indepeniently fron tho
A A _'»-x:;r#blatiu!. Pats is mowod from tre cash raQister
-;irélen Lﬁ tlhe SBS through a protocsl canvertar routinely wvery
we~bal f hour, or o user FoETan. e Se-hal b obour polling

roatine diso polls the Pansentry tiee claock,

Me sansgor workstotion (SBS) is a hard disk drive and

reoressew Ioatad trum fluppy diskottos. 1t contawns a CIS

{froversioy Technologica Cporating Uysten) with (ndividusl

applications and data bases as follrwss

- RIS (Tutal Restarant Information Managoment
Systm) — A food copt/zales/inventory waile Juch, Lased on
mechonized orderung, rediviig  axd  inventory, provides
manaEmant with Jetailed mru coating, and inventory analysis

F-14
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vehr 19 wead Lo anter sng tracamt T30l rev2iving and fioCal
irventlory o the W) Calles Fost conparsr, [t intertares with

kvr 185 applivation tn provide sslefcost mis smalysiz,

- LAS -- A complete repwt packagoe interfacing with 5
tte TRUS and Time and Gttacdanca watiles to give you a_«--,l
dztsliled one-tal? rour sctivity report,. LAY prompts Lhe user
to pat sales data Lo the Enployve Sthatiler Podute, ALY 1.4S
repxts are availanle on an indivical or cawolidstsd basis
rn domad O trom historical Adata filew (L5 manthly periods).
Mo salomatic inte-faoce capability -mrmh-. cost data %rcm TRIMS
ard applices it to LAS Full Department ant &) PLU (Price Lok .
Up) ruwese P giving you 3 oo lete, and up-to-date cost/sales
mix wnalysis o a4 raily, MTD (Mnth.Tn Date) and historical

Basis along with & total shiws fod cost. -

-~

A .
- Time o Attendance (LAHR) -~ M enployes timo

" infrast apphiration interfacing with LAS fur store - lovel remrtq.
nd data travemittal to HI Dwllas, [t intwr-fochs with Employee
Sclwakiler for the ele purpese of validatirg employoe enistence” :
in the systom, In tha future, I will bo used tL;J CaDM-
employee payral!l data for transmittal to the HI NDallas fost

crapater,

- Ceployee Stheduler (E S) — Midile dosigwd to

provide daily wwk schedulos, 1ve wask in odvawe, hased o

cne-half heerly sales projmetions, labor guides and individual

F-15




weplongres prnficiomciessavailabiliticos. While basas vy Burger
Fira) sretbsling philocsoehy. the sopliceticn 15 paeric, ond
cauld e wasd 10 athar AFFS (! cperations,. [t interfaces

with 143 aw LNBR.

Fraijpvanl Madntowece (E MY - Aplic ation
doveloped to record &1 tran=nit vendor rosponse to reaests

for service.

- Loader Doard (S85) jwovithess cash register aomory

resturation capahility,

_-‘. Tolecommunications (D) creates and placos data
fi‘i:—a m' bransinit guoeue fo aait telscomnnmication to the HO
Dallud oot compiter. 3electsd data, including messangss and
F M orecewds, is trancamitted cach May. Inventory data is
transaitled at the end of cach fiscal (ericd ond, when raady,

payroll data will be tranaamittial abt the ond of 2ach pay pariad,

. MATSci S reports are availablae at stor2 level to inclwie 3 wide
range of food cost, sales mix, inventory usange/variani-e, caah,
wedR Tosts/or oductivity reports,

B. Food Doer alion Control Oystem (FICIS)

. : Histurys Feaaibility analysaia aw design of a rechanized Foary Operation
- .. - =, - .F=16.... ... . . -



Foerat gy Deyan In Fobraary 1973, initisl testing of a mochomized sys'lem
e @TISTEILIENET Jurirg 1778 ored 1977 with a s1mgle rEj1star at the Fort
Srd ain Datetscia, Dsta fran tho Califormia temlb was felacanmeiiratan

to ."“’c;d!}uarterg’ SLEES 1y 1.

& Project Propas+l firee Hhe Espamsion of the Focd Pointof -Saole Cash

Frgivler Mtk wis spproved by the Coammander 1 28 Rt 1973,
i. Presant ACLS Situabion,

o3y thaers are sgproximately 177 Documontor cash registers instal i

at 117 locations tied ko Liw FOOIS Systas,

. Oystem Capabiliticn.
The mrp:—;r-)-,f tre FINLILS project is to provide dircctionsl coilrol
information to all lavels nf masjeract ragarding AARES'  food
cparatiores, Thor g ofect proposal listed the following as its
oh)ectivest Techenized recipe costing, improvaed gross peofite,

ircreacod ao0les, reduction of cashia svrors, control of loventory,

sstablsraent of financial and monu stondardsa, providing wwolsy

Mariaarial per fermaree reprts and erd-af conth financial statistics

that project exchange arca financial operatiny wtatevrants.

. -
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fanh Regiater (Terminal)

Ce

o Peisisr Cuncent

Fa.b Sanla | 47 o ash register {termiral) is intelligent and retairs

its oW memory.

The keyboard concopt permits @entiry of 200 pra ==t Tery kays { four
levels 0f 8O positionss 1-370, B1-100, 1S1-170, 191-20)), The systom
will autcnastically go to shift lovel ane (=901 afler wach enbry,
T yeat femed b lock the heyboard into a cortain shift to prohibit

access call your ragional FPUS 1NRtAalli fir ausistaxe.

v

Finw:F i beys are varicd and allow Tlexibility when entering sules
ralated data./ P cartain Mo bicen Yeva are ot nooded, they cam
be blocked cut. DStore management canm identify key funclions by a

sarisa ol camadds and change sorving concopts @asily.

Fresent FPOS Sltuation
Tiwerey are cureontly 198 Sweda L.4S5 cash registars anstallad worldwide

{this doos rot irclude FFUS registery),

Roports will only priant the departrents and/tw maws that contain

sales data. Regivtwe remorts on:

1. Full Meru Report #10
u u Repor F-18
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Cost Avoidance
Calculation
AAFES In House 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,
Anthony's Pizza World's Greatest, Frank's Franks, Robin Hoeod's
Sandwich Shoppe, La Casa De Amigos, Chicken Loft, 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 development cycle, to include activation
of initial facilities, the programs were turned over to an
operations section to maintain, monitor and update.

II 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) - 107,976

Admin Assistant UA-6 (1) - 26,937 '

Total " $277,718 $277,718
- Cross_ Support 4

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 OF MILITARY EXCHENGES

Ccst Avoidance
Calculation

u
AAFEZEZ In Hcuse Programs

|4}

I Basis of Data Calculation
- Business Emphasis Group (BEG) activated Jan 86; deactivated Jan 90.

- During period (Jan 86 - Jan 90) develcped six in house concepts:
Anthony's Pizza World's Greatest, Frank's Franks, Robin Hood's Sandwich
Shoppe, La Casa De Amigos, Chicken Loft and Sweet Reflections,

- Program development includes decor, image, egquipment 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 development cycle, to include activation of
initial facilities, the programs were turned over to an cperations section
to maintain, monitor and update.

II 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 UR-6 (1) - - 26,937
Total : . . $§277.,718
- Cross Support : F:

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 Annual Costs $477,910 = Total Four Year
Costs $1,911,640 Number of Programs Developed (6) = $5318,607
Average Program Development Costs.

— -—
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l KARINE CORPS;

1. WAXTM QUT-OF POCKET PER

A
$1,000 Coingurance Liwit

132,000 Coingurance 1imit per person 42,000 par individm)

BOEFI1 MFES HIGH OPTION NAVRESSD
1. WANTMUM LIFETINE BEMEFIT wnlimted, inlwitad, Unimited. !
' : : 5
1 ] ) )
] ] ] ]
' : ) — ‘
2. DEDUCTIRLE 1350 per person deductible up to $150  [4200 per person y8250 por Individual :
iper family; then plan pays 80Y of 15800 por family (Maximm) 14750 per family '
atigible charges. ' . : :
: : 5
:

Freeey with & falily muimm of 38,000 plus  }$4,000 per fumily
Tdaductidles. H
a =.
@ ! :
._!_‘ + [l
4, WEVENTIVE OO : :
(] ]

1. Periodic Health Assattmnts

). Immmizetions

¢. Allergy Sorua

d. veli Child-Care

|

Covered with dispaosis.

i

R B
i
. 8

Coversd at 1008 with mo
Tdaductible with & mximm of
13150 par person per year. (Ef § SPOUSE)

|

‘Covered at 100X with mo
ideductidle for children,

1Mdult jmunizstion ere coversd
Jbut the office visit fes 16 not.

|

Cavered with diagnosis.

E

e e I

4
L )
e

TR IAIN

SHILSAS IONYHOXI NIIMLIE
SNOSIAVAWOD NVT1d LIJdANId ZYVITAM



WARTHE CORPS;

BOEFIT MFES HIGH OPTION KORESSD
5, MOSPLTALTZATION : N '
) L) 1
2. Semi-Private Room & Mesls 'Any hospital coverd at 100X of first Covered at 803 with Pre-hospital ‘Covered at 80% with Pre-idmisesion

142,000, 30% thereaftor with pre- \Review Progrea - A $250 peraity is 1Cortafication and Continued Stay
teartification. puid without approvsl. tReview. Covered at 508 witheut Pre-

! : Aiission Cortification, :
b. Surgeon Service, Including Emu &% 100K of first $1,000; 605 Covered at 80% of recsonable and 1Coverad at 30X after deduct ible. '
Specialist 'Unrun.v. : :unu-ry openses after deductidle., | '
¢ Ldnun. 1-ray Services, 'lmlm in hospital umu m \Coverad at 0% of reasoreble end tCoverad st 803 after deduct ible. '
nd Diggacetic Test '5 &, thowe, ‘customery axpenses #fter deductible, | .
_ ; AL ‘ '
E : : ':
o 1. BERECY SEIVICE Covered oe 8 hospita! expwse. 'ovwred o6 ¢ hospital axoence. A sepa- ‘Coversd o8 & howpital apense.
o : 'rata 425 diductible 18 charged for noa- | :
' EU PnCY. : :
: '. , '
1. MYSICIAN'S SERVICES : , ': ':
‘ : ' : : .
8. Office visits \Covered at 80X aftar $00 deductible. Covered st 80 aftar deductible. \Coverad at 08 after deductible. '
: 3 : ]
H ' , '
b. Surpery .. JCovered st 100X of first §1,000; 00X ;Coverad ot 80X after deductible, ‘Covered ot XX ofter deductidle, .:
* of any sdditiond] cergm. ' HE .
: : ; '
' i H 0
b S ' . ' :
€. Aslmgiologists sCovared ot 60K after deductivle. {Covered at 0 after deductidle. :t‘mud n 003 after deductibla. '
n ' [ [ =
& : | - | : i}
. _ ) T '.m at S e mitu " iCovered ot 608 ifter. doductible with & Civared st MK aftar dedtibls. :
;'. : " R g it yoar axiin of 41,500 gl .t e




_ WRDE CORPS:

BENEFIT _ WG HIGH CPTION NAYRESSD
8. DIAGHOSTIC SERVICES : ' . j
L] ] L] ]
&. Laboratory iCoverad at 80K after deductible. iCoverad ot 30% after daductible. ‘Coverad at 80X after deductible. ;
: , ' '
= s .= s
b. IHays JCovered st 80X sftar deductidle. [Covered ot 80% after deductible. iCoverad at 805 #fter deductible. .
: | ' .
: H . '
z 3 z =
¢. Pre-Asisaion Testing Covered ot 100%. 1Covered at 100X with no deductible. 1Covered at 100X for a1l test order by |
' i "the physician. .
: hS ' ‘ '
e s :
: - ; :
9. MTBWITY BEIEFITS : ' : :
. L] [} [
4. Delivery sCoversd on the sams besis a¢ for Puid a & hospita] axpenss: ‘Covered on the came tesis as fore |
disemne, ] disaase, :
A 1 ] 1
. : ' '
b. Pro-Post Delivery Exame Covered on the same besis a8 ¢ dis-  Covered on the same besis as for o JCovered on the sam besis & for @ :
. HIT N ydioesse, :
: : : 5
i , E :
10, VOLUNTARY FANILY PLAUING ND | : ' I:
IEERILLTY SERVICED : . i :
. Yosactany ‘Covered at 100 of firet 1,000 sd ot covered, ok covered. ;
1008 of vy additions) cherges. ‘ ' '
] , ' :
' , ' '
H ‘ : '
b. Tuba} Ligation 1Covered ut 10CX of first $1,000 snd  (NOL covered. ot covered, '
1008 of any saditional cherpes, H i H
1 ) ) 1
. [BD v ot covered, ot coversd, et conwed, :'
' ' ' '
1 ¥ 1} )
! : . '



NARINE CORPS:

BEMEFIT AAFES HIGH GPTION MAYRESSO

11, VISION CARE , N : .

t. Fxamnation ot coversd. +430 per person per year JHot covered. :

' Wth no deductible. : .

= a s

; T : :

b. Eye Glasses TNot covered, Single Yision $30 Jiot covered, ,

' T difocals 40 H \

' \ JLontact Lens 40 , ,

‘ | ' -

12. ROUTIMNE MAMNOGRANS 1Over 590 35 yaars old, coversd ot 8% [Covered o3 part of the ot covered, N

'for one routine test per anmum. ‘snus ) waa, . '

: -' : :

L L] (] 1]

Q : ‘ : :

& : ! : :

13, ROUTLNE PAP SHEARS ot coversd. 1Covered as part of the ‘Mot covered. R

A ' vnnual was. : :
' : ) !

[ ) ] )

| : ' : :
: ] ] N TR e s s e :
14, HOME HEALTH SERVICES 1Covered ot 80N aftar deductible; 1Covered st $80 after deductible \Covered at 90N after deductible; :

slinitad Lo 120 visits calendar year. | limitad to 120 visits per year, limiled to 40 visits calender year. |

' ' . '

' : , . ;

15, HOSPICE CARE 'Up to 10 days confinement in Hospice Maximm benefit of six montha - oversd at 1001, !

Jacilty - o smxisus linit of 43,000 [Coversd at 802, : '

‘for outpatient care ' ' :

; ' : :

18, PRIVATE OUTY MIRSING iCovered at 80X after daductible. 1Covered at 803 sfter deductible, 1Covered at 30X after deductible. :
*(In. hospita)) . : ' : :
: | . ’ T ; |




WRTME CORPS:
EFIT 1023 ] HIGH OPTION WVRELI0
1T, DRUG ABUSE ‘Treatment of alcoho)iem snd drug sbues !Treatad as any other hospital 1Treatad ou any other |)1nesses. .
‘ts an inpationt is limited to 45 days stay with saxious benefit of ' !
ibor yesr unlets the treatmeet is for  !$10,000 par yeor [Lifa Time : :
‘ 1§50,000, | :
h ' : H
H -— | \
16, ALCOMOL ABUSE Treatasnt of alcoholisa and drug sbuse |Treated ss ay other hospital Treated as cxy other iYinedees. :
’ 38 on inpatient is linitsd to 45 days ety with mxisum dersfit of . :
: 1$10,000 por yoor /Life Time . :
, +450,000, V. ,
= = i e
) ] [
19. MESCRIPTION DRUGS Javersd at M8 after deductible, ‘Covered st 00X after deductible, \Covered at 805 after Gedctible from |
yGoner ics Druge are covered ot 130! . Jany phermcy,
L] + 1]
) ! !
) 1 1
L] 1] L]
] L ] - []
) :
20. MENTAL HEALTH |Inpatient) Treatod a8 any other {)lnesn. W0 an~  }Treated as any other hospital JTreatad ss any other hospital stay.
il or lifetime Vinits, tatay with saxinus benefit of '
' 1$10,000 por yoar, ‘
: E i :
e a ':
MEMIG PAID BV PARTICIPANTS : . h
L] ] 1
8. Eaployse Only \H45.89 por month 357,07 por gonth 182550 par month
19550.68 par yeur VWSBL4 par yeur 4308 o your
b. taployes § Spouse VH22.79 per wonth 1$114.12 per month 1351.00 por month
1$1,4710.42 por yoar 1$1,369.44 par year 18812 par year
¢. Exployes 1 Daendest W$I22.19 por wonth W$114,12 por wonth 451,00 par wonth
Y41,472.42 por your 1$1.369.44 por your W12 por year
d. Eaployes 1 2 Dapandents .19 oo mnth \$199.70 par month 1#5.99 par wonth
147342 por your 82,39.40 por yaar 19146 por yewr
L] 1 1
[} * ]
22. 00ST SURIIG QDAL . ' .
3. Eaployme 150x 0 .
. Exlor s ' ¢
21, MOST-RETIRENENT \frea to retires (e depencents) on  [Norael (age £2) ratiresent fron sedical It 5 pears hired bafore 1978 or 13

rimdiata gty with 15 years sctive jand lifs insurance coverage vith 15
\participation. Coverage for Vife.

iyears hired aftar 1976- free medical
yrears of sarvice- farly retirement sust juntil age 85,
Py rowp rata with 15 years of eervice.,




BEMEFITS MFES KMIINE CORPS NAF[ MAVRESSD

] t L] [
. \ '
1. WAOINUM LIFETINE BENEFIT iifatioe Mximm $5,000 _ ‘Calonder Year Waximm §1,000 wCalonder Your Maximm §1,250 .
'Calender Yoor Maximm 31,500 ' . :
L] L] (] ]
1 H . .
: ) .
: : ; : .
! ' 1. OEDUCTINE 1$100 for Single Coverage 1350 per Insured Member +350 per lndi'_timnl :
! 14300 for Femily Coversge ' 1150 par Family :
L L] ] )
' ) . ,
1 L] ] ]
: NI 5 :
: \ |
3. WIDEN OUT-CF-POCKET PR ! Y . :
Ay ‘%0 Maximm Protection ‘Mo Maxima Protact ion N0 Mexima Protection
H \ !
O [] 1 :
o :. ! . g
4. PROUWS PAID BY PRTICIPANTS | ' : z
' ) ! %
0. baployms Only ' por month '$0.85 per nonth 134,58 por sonth I
(1.0 pwr year 1B107.40 por your 115980 pur your
b. Eaployss § Spouse 141.5¢ por month 151141 por month 1§10.21 por sonth
159014 por your WL T2 per yr 122,48 par year
¢. Employes & Dapendent 1$1.58 por month LY par mnth '§10,21 por month
195074 por your $213.72 por your 412248 par year
d. Eaployes & 1 Dagandeats 157,50 por eonth 1§28.72 por month $12.70 per month
1390, 14 par yoar :nzo 84 por your 1$152.34 per yer

5. COST SWARING QDAL :' : E
&. taployes 0 150 M
b. Ewloyer 508 1508 1
' . :
5. PREVENTIVE CARE V : ‘
. o Rotine Oral Examimtions  (Covered at 803 with o Mmblo ad Covered at 30X vith a deductible. 1Cavered ot 80% with no deductible end
. . . ' .m lt‘ Iult. sir lmm mrt ey 2m at |llﬂ. lil monthe apart, :

b Cloamngs 7 cwu t 0% it 10 mm- . Ocmud at um mn po’ deductible sed’ Covered at ME with o0 edict bl and

,_\ﬁ.lllu- 3 clumnp nr yur, ;

P e m e el E e e e m e m s e Ry AR a e ee R ke m o ar Bam e Remd mwEw B hmommme W




BENEFITS MWES WRINE_CORPS WAF] (HIGH OPTION) MARESSD
(] ] t []
(] (] ’ [
1. BWTAL X-RAYS : . , 4
] (] ] .
] [} L) 3
A ity L-ays ‘Allow one in say period of § consecu- jAllowe one 10 gy period of 6 contecu- (Allows one v axy pariod of § consecy- |
Itive monthe and ts covared ot 803 with tive sonths and is coversd ot 0% after ,tive monthe and is coversd at A0S with |
1no deductibile. ‘deductible. o Seductible, :
] 1 ] 1
L) 4 ' )
b. Full Mouth X-Rays N0 mora than one in any pariod of 34 No more than one in any period of 3 Mo more them one 1n ehy pariod of 38 |
tconsacut ive ponths and 16 covered at  jconsacutive monthe and is coversd at  jconsecutive monthe end is coversd ot |
1005 after daductibla, 1008 after deductible. 1008 with w0 deductible, '
] ] L] ]
: i : :
8. RUDRIDE APMICATION iCoversd at 003, no deductible. Only  !Coversd at 100% vith no deductible ‘Covered at 80X with no deductitle. Only,
A ‘covers family mabers under age 15,  japolied only once every 12 months rcovers family moabers under age 19 and |
H hY iprovided the insured parson is under | limited one application in sty 12 con- !
' e JS0cutive math pariod, .
[} i ] ] ]
] ] . ] ]
H : . :
. : . '
4, NE NAINTAINERS ‘Covered ot 08 oftar deductible. Gnly (Lisitad to initis) pplinnce ~including [Covered at M vith no deductible. = |
wcovers fanily mabers up to age 19.  limtallation, fitting and 41} adyst- '
: wmrts within § months of imsta)lstion, | !
H and limited to an insured person under | '
! ge 16, Covered st 100K vith ao deduct- | ,
: 11ble, \ :
10. FiLLINGS ‘Covered at 808 after deductible. WCovered st A0% after deductible. 1Coversd ot $01 after deductidle. ,
: : : ;
+ ] 1 (]
: : 3 :'
. ETRKCTION 'Comred ot M5 after dodictible.  [Cowwred ot K after cectible. ‘Coversd t K efter deductible, <
+ (] 1 [
[ (] ) (]
: ' ) N
] ] 1 )
': : ' :
] (] )
17, GOOOMRIC 1Covered st 805 aftar deductible. yCovered et 801 «fter deductidle. 1Covered at 808 after deductible. :
] ] ] :
H : ' .
; : : ;
' ‘ : )
] ; . '




BENEFITE ' ANES _ NARINE CORPS WAFI WAVRESSO
seeess-emm——. e e S A . A Rt e il St emmeream . jremm——— e R et e e H
. LIFE INSURANCE H H H '
H H H H
a, FACE AMOUNT OF COVERAGR 12 x Anrwun) Rate of Sasic Earninge Basic Avnual Balary Rounded 1o the (Basic Avwvwa) Salary Rounded to the !
{{any fraction 1s rounded Up to nNext!next higher $1,000 plus an addi- inert higher $1,000 plus an addt-
‘the 91,000) itional #2,000 tioral 92,000 H
: ! : H H
b. PREMIUN WAIVER COVERAQE 1Yeu Ve Yo
' H H H
H H H I 11
€. DEPENDENT COVERAQE 19pouse Coverage 985,000 ‘Spoune Coveragas 95,000 1Spouss Coveraps 93,000 910,000
{Urmareied ohild u;ooo tUnearrisd child 2,300 'Urmarried child 92,3500 % 3,000

iBaby of ¢ 1 yesr $1,000 § 2.000

.
»

Basic Arvwal Salary Roundsd to the !Basic Annual falary Rowdied to the
rmaxt higher §1,000 plus an addé- next higher 81,000 # { or n 2

d. OPTIOMAL LIFE AND ADAD

\

Proviaed Coverage. Employess pay
[ ]

-
-

*

itional 92,000 H
0 - ittt bt Sl be bbb b :
2. LONQ YEAM DISARILITY 40 2/ of monthly rate of basic  [None ;80K of monthly rate of basic earn- |
sarninga- Coversph based upon years; {inge H
10f partictpation- § month wait per-] H :
{tod or swhaamion of aich Tsave H i :
- H —— bt —m——— -- et e ittt bkl b ==
9. SHURT TEMM D!lnlit.!ﬂ 108 2/3% of monthly rate of bDasic M) 1008 of moanthly rate of basic sarn- |
’ jearnings- 13 wesks after 80 days | 1inge wp to & wonthe following 2- |
iperiod or saxhausion of eick Tsave tmonth waiting pertod or exhauwstion |
H H 1of sick leave .
- =-: Hamtntl H it bbb b H
4. S0Y(h) PLAN Up to 15X of Basic Salary- No fmp~ !None 1 None '
iployer Matah H : H
: : : :
ommsRsAs st m———. - -=i- Smstusssssesso—us —-————— e ittt §ommmm—- A e smslessec-—aeoe- :
8. 115 BALARY AYDIRECTION PLAN {Employes's Medical, Dantal and Life)Nohe 1 None '
i{Premtuse pald with before tax dol- | : :
lare H H :
------ e e b b DL Sl L Lt H e Hnduindl mvemo———— H - mwmebem ey
8. ADDITVIOMAL ADAD PROGAAM 1Yes (includes NPT Esployess)- | Hone 1 None H
1Employes paye all, . : H
H H : H
H -1 e e bl H
Y. ELIGIBILITY FOR SUPPLEMENTAL H H : H
FROOAAMD iMegular Pul1-Time (AFY) Euployesa [RFY Employses and Regular Part-Time !APT faployses H
H H {rFT) taployese 10ptional Life and ADSD Coverage- H
H iZnrollsent in Standard Pian requir- RFT & APY Employess H
: H H H
- -1 S s m - e e il —————— e D L H

B, LONG TERN CARE H Hone 1 None
{ H
: .

SLIA3INId FAVITIM HIHLIO



EFIT [NRURANCE CONPANY ) DALLAS AREA SQHO0L DISTRICT LARE ELECTRONIC WLF, LARGE MATIONAL METATLER

1, WD LIFETING DEIEFTT ' $1,000,000 saximm par person ! 91,000,000 maxivus per person * $1,000,000 muximm por individual and | Unlimited. :
‘ : ) 1250,000 por individual for metal | :
: ': ! hmaith, ' :
' ‘ ' : :
: ‘ ' : :
1. DEDUCTINE 1 100 Plan- §100 por pereon & §300 per | Individua): Spacific Deductible- 250 | §150 par individus! + Comprebengive Option- K250 per in-
! faily ' and Aggreqate Deductible- $300 ' 1300 por Temily s dividua] and $750 per femily :
; 1 300 Plm- $300 par parson § $300 par ; ' Faily: Specific Deductible- §750 . + Cataatrophe Protection Option- §1,750 |
' i fanily + and Ageregats Dacixctible- $1,500 : s por individue] snd §3,500 por femily |
'rooahn- mrrwmm.mw. ' 1 N
! taily < : ‘ I
'mrlm-n.wonmlu.m‘ : H oM
! por family . ; ' : ;:! >
hY
i 2]
3. WAXIRN OUT-GF-POCKET PER | £2,000 par individue) ! Prefarged Cares- 42,000 par individua}} Network Provider- §1,000 co-paysent | Comrehwnsive Option- 42,500 per in- | U
NotM 1 $4,000 par (amily + &nd § 4,000 por family ! por individue] and 52,000 per family | dividua) sed $5,000 par family el
4 + Non-Praferred- $4,000 per individua) | Won-datwork Provider- 52,750 co-pay- | Catastrophe Protaction Optiom- §1,75%¢ | < =
! ' and $12,000 per family v ment par individue ond 5,500 por par individual and 83,500 per femity ; 2 17
@ ' : ! fumily ; Kk
1
= . MEETYE OV ; i ; : E
[] 1 1 "
' ' J [
4. Periodic Weaith Asssssmmts | Mot covered. T Mexima §200 for every 24 months for | dot coversd. ! Mot coversd. ‘o=
:  aaployes, soome and Ohlldren age T ! ! 75
! ' and older, ; : , B9
' ' 1 ' P i 4
' , . ! D E g
] ] (] [] »
V. Immizstions 1 ot covered, 1 Covered at 100X after $15 copaymeat, | Weil Jaby-Core Program hes 1n + Mot coverad. ' m:’ﬂ
; ‘ | tamnizction echeluds for chtldres | oW
' ! ! nder oge 1 yeara old, ' D2
. H ' : : Y
[ t . : : :
¢. Allergy Sorvs ! Covered vith disgrosis. ! Coversd with disgrosis. 1 Covered with diagonis. ! Covared with disgaosis. '
] 1 ] ] ]
: 5 E E :
: . ‘ : '
: ‘ ' ! !
4 mli Gilé-Care 1 ot covered. VFRirst yoar, thaplenwillcoer 4 | Covered ot 1K W to age 2 yeers. | Mot coversd, '
H ! physical axamingtions ad one sl | : ;
: + sasisstion w to wge T yeere. ' ! !
1 [} [} » ¥
' -: . . ,
L ' ' ) ,

wrefirred rovioe &pimhtsﬁl .
Mt e concracted micuu oo
I




KEFITS WE KAIE COPS WAF] (HIGH OPTION) : RS0

L] (] ’

' » . [ '
13, ORAL SURCICAL 1Coversd under madical plaa surgical-  (Coversd at 83X after deductidie. 1Coversd st 80T after dedictidle, .

11008 of firat §1,000, 60X thresafter | : :

E : 5

: : :

(] + 1]

L] L] L]

] ' .
14, CEMERAL ANESTHESIA 1Coversd at 80% after deductible. iCovered ot 80X after deductible. Covered at 803 after deductidle.

E E

1] 1

) ]

. .

(5, EKTRES(Full or Portisl)  iCovesd at 8% aftar dedctible. ovr-ICoversd et 01 aftar dscctible,
'ad initial fastallotion inclodieg ad-,.. - -
+justaent for the mext & months to re- |

Covared at 30X aftar deductible.

1D1ace one or sore testh axtracted : '

: iaile covered. \ .

o ' : : !

] 1 1 '

[a.] 1 . ] j [l

1h. OO ‘Covered ot 0% after deductible, ‘Covered at 003 after deductible Covered st 508 after deductidie, :

; : :

5 v i :

L) L3 - L] :

17, GO0 FILLINGS iCovered ut SO0X aftar deductibla, ‘Covered at $08 aftar daductible iCoversd at 50 efter deductible, :

] ' 1 )

(] 1 1 ]

: : : :

' : ' '

] L] ] '

. ] 7 : [

10, FIAED BRIDGENORS "Covered at 505 after deductidle. 'Covered at 0% sftar deductible 'Covered &t 6O after daductible.

' . e E

o ) : . : . ¢

‘ ' K .

v ) . ‘ :

i - : _ . -\ ) r—t :
» e 1. RTROONTIC - i {Dagarcant. i drem 7 Eovarad-at 108 :
; e it "ot i of $500 without! - :




I1-9

EMFIT TISURANCE OONPANY DALLAS MREA SCHOOL DISTRICT LARGE ELECTRONIC MuF, LARGE MATIONAL RETAILER
5. WSPITALIZATION H : 5 H '
. Sami-Privata Roam § Meals ': Covered 3t 301 sfter dedctible. , Covered st 30% after gn §130 de- , Covered at 80 with PreCert Plus- + Comprehens ive Option- Covered 4t 80% .
' | ductidle using o PRO;otherwice T8 | PPO and Pre-admission Cartification; | after deductible. Catestraphe Pro- |
' » Covered sfter ¢ $300 deductible. ! otherwise covered at 50%. + tection Option- Covered st 100X after |
! H o 1 deductibile. Without Pre-Certification, !
R ' :  the benafits will be reduced lecser of !
' ; . | 8250 or 50% of charges/fess. !
b, Sargech Service, [acluding | Covered at 60X after dedctible. 1 Coversd at 90X after dedctible weing | Coversd at 80X with Informed Medical | Included in hospita) expences under |
Spacualist * ! PRO; othervise coversd at 708 after | Review- 10N peralty for failure to' | 5.4, above. !
: | dotuctible. ) have reviowed, ' ;
L] (] A 1 [] ¥
. 1 . : 1 .
[l ' [} ) [ [
¢. Laboratory, X-ray Services, | Coversd ot KX aftar dedctidle. + Covared at %% after dedctible weing | Coversd at 805 weing Preferred Care | Included in hospital wpeness wder |
nd Disgnostic Test ' | PG; otherwice covared at T08 after | otherwise comred ot 108, 1 5.0, shove. !
' | Geductible, * . ' i
: : - : : :
1 ] ! [ 1
' 1 ' ] +
§. BEAGEXCY SERVICE + Coverad ot 808 aftar deductible. t Coversd at 905 using PRO without & de-) Cavered at MOX sftar deductible, + Comprebens ive Option- Covered at 30% |
H ' ductible; othervise covered at J0% un-; + ftar deductible, :
! : ! lota @ real smergancy, H s Catastrophe Option- Covered at 1008 °
: : : . ! after deductible. '
1 ] ] ] .
T, AUSICIAN'S SEAVICES : ' ' : :
] L] (] L] :
. O ice Yisits + Coversd ot 00K after deductible. | Coversd at 100K sfter §16 copeyment | Covered ot SK after deductible, | Comprehanzive Option- Coversd at 8% |
: + using o Preferred Provider othervise | , after deductidle. !
: s cvered ot 10 after dedctidle, |  Catastrophe Protaction (otion- Cover- |
E 5 E 1 od et 1008 oftar dedctidle, '
H H 1 : : '
b Swrpry + Covered ot R after deductible. | Coversd at 50K after decctible waing | Coversd ot MK ofter dedictible. | Coorebeneive Option- Coversd ot MY |
! 1 PPO; otherwies coversd ot 108 ofter | 1 ofter deductivle. '
. ! deductible. ! + Catastrophe Protact iom Option- Cover- |
' E ) .: + od ot 1008 after deductidle, '
] i . :
€. Anssthariclogists s Covered ot 00N after deductible. + Covered at 1005 after §16 copaymeat. | Covered at 808 ofter deductible. :' Comprehent ive Option- Covered at 803 |
: : . : after deductible, :
H : . i Catsstrophe Protaction Option- Cover- !
H . : 1 of ot 100X after dnductible. !
M ' ' ] .
. ¥ L] ' ‘ ’
l.ml-Hlll + Covared ot 00K after daductidle. :mnnwmu.mwu- :mnatnmumhhuhimtmumawnnm H
(Outpationt} i + hender yeor with mo deductible. « oaged Care; athurvies cowred & | of the ressomble aed customry Charge!
; ) b + Wt $1,500 por peer or 50 visits per;
: : | ; yoor, wichover comes first. '
) " v H !




BENEFTT [NSURANCE COnPANY DALLAS AREA SODOL DISTRICT UNWGE ELECTAONIC NORF ., LARGE WATTONAL RETAILER

; 4. DIAQOSTIC SERVICES !

| :

i 4. Laboratory Coverad st 00X after deductidle. Covered at 0% after dedictible using | Covered st 80X aftar deductibls, } Comprebengive Option- Coversd at 80X

8 Profarced Care othervisy 0%, ) aftar deductible.
s Catastrophe Protaction Option- Cover-
+ o at 1008 after deductible.
]
)
b I Covered st K0X after deductible, Coverad st 91 after dedictible using ; Coversd at 0% aftar deductible. ! Comprehensive Option- Coversd ot 0%

) aftar deductible,
) Catastrophe Protaction Option- Cover-
; od at 100X after deductible.

o Preaferred Care othervise 10X,

Pk N T A LT T
L L L Ty R R
S el e T
P S L I I R

¢. Pre-Mnisaion Testing Covered &t 100K after deductible. Covered at 100X, Coversd st 00K after deductible. ':Q'mud_lt 1008 with a0 deductible.
\ :
§. WATEMITY DEEFITS ' : ' \ .
Q H : , : :
L 8. Delivery s Covered on the s besis a8 0 dis- | Coversd on the aame besis a8 & dis~ | Covered on Lhe came basis ot 8 dis- | Coversd on the same dasis a3 for '
™ 1 diseate, ! diosnse, ) onda, ) disonse, :
; ; : : :
(] [} N L) : :
b. Wre-fout Belivary Exam | Coverdd o8 the sam benie 08 & dis- | Coversd oo the same beeis w0 dis- | Covered on the cam desis a8 & dis~ | Covered on the same besis o5 & dis- |
. -, | -, : -, ' o
3 [ ] ] 1 1
1 1 . . \
L] t ) [ 1
H H . ' .
10, VOLUMTARY FACILY PLASING NO; ! g : | :
" INFERILITY SERVICES ' H . : :
' : ‘ ' N
8. Vamttomy + it covered, + Coversd on the same beals o8 8 dis- | Mot covered. Ewmmmu—mnum !
- E .-u : . ! ofter deductible. !
X : : : , Catastrophe Protaction Option- Cover- |
. : ' + od at 1008 after deductible. N
o : ] [ - + : ot . ) . .
b Tal Ligtin » et covered 1 Coversd on the same besis a8 & dis- | : Ot ion- Cove ‘
o E ) : [ ] LS : : ' :
' . H i : o COpt :
I ! et iV :
; - ;. ’ :- VJ :
: ! ' =
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[ 3 ISUANCE CONPANT BALLAS AREA SCHOOL DISTRICY LARGE ELECTRON]C WA, LGE WATIONAL RETATLER

10, VISION CRE : : ) : :
[ [] ] L] .

1 [} 3 [ ] v

2. Exmimation ! Covered at 801 with & mtximm cherge | One axan evary 2 years, coverad at | ot covared, + dot covered, :

! of $55 pur exam por yeur par perece, | 805 after deductible, : ' :

(] 1] L] [] .

1 L] ] [] +

: : : H \

. : , ' .

). Eye Glassm 3 It covered. ¢ 350 smximm paid for fromes and 2 Jens; Mot coversd tut offars discont pro- | Mot covered. :
' s for ey 24 mnth period. .. ' '

H : : H :

12, AUTDIE NAOGNS 1 Wt covered. ! Copay $15 and 1005 theresfter with PPO: Covered at 1008 wp Lo ressossble end | Mot Covered. :
' s for om teet par s, | customry emunt, ' .

(] L L] ] L]

: N : ': :

(] L] . L] [] [}

[} 1 v - 1 I '

13, MUTIIE P SENS ) ot covered, ! Cogay 315 end 008 thereaftar with A0} Covered ot 1005 w o resscnsble ad | Mot covernd. :
H + for one tast por emum. | customry ssout. H !

' : . ; '

[] ] [} [ '

L} ] L] ) ]

L] ] L] [] [}

] ) ] [] ¥

14, WOME MEALTH SERVICES 1 Comidored on & case-by-cace basis | Coversd at 803 after deductible; , Covered at U0S ofter dadictible; 7 Limited to 120 visits pwr yeor, Om- |
! with & aaxiom benefit of $5,000 por | limited to 120 visits par calemty | limited Lo 120 vigits calender year, | prebesmive Optiom- Coversd st 8 !

) DIFSON Dar your, oy, . s efter deductible. Catastrophe Protec- |

: . : ! Lion Option- Covered at 1001 after v

: : ' ! Gictible. '

I8, HEPICE CHE " Mot coversd, Bt 60 deys shi)led mws-! Up to 30 deys confinesent in Hospice | Up t0 30 days confinesest {n Hospica | Up to 30 dape confinesent 18 Hotpice |

! ing care and comalescent faciltity s | faciity plus o mximm lisit of 45,000 facilty plus o maximam linit of 33,000; feciity - » sximm limit of 33,000

]

! covered at 505 of the standerd semi- | for outopatiest care. v for outpetient core. ) for okpstiont care,

¢ private hospits) roce rate. : ; H .

H : : v '

16, MIVATE DUTY MASDG ! Yok covered. Cowld be came epacific. | Covered at 80X vith prior approval | Requires prior aporoval om @ case by | Linited to 80 visits o 260 howrs per |
*(In Noapits)) ! » Othorwise nothing will be peid. | ca00 Dasla, 1 @) yoar with sdvance sprovs) '

a e | a a

[] ] ¥ 1] L]

' ' H ' '




e INGURANCE CONPAIY DALLAS AREA SOOOL DISTRICT UGE ELECTRONIC WaRF, LARGE MATIONAL METALER
b

11, ORUG ADURK ! Encluded: but oo coumeating avail- | Treatad es ey ober ilinesses with | Treatsd as wa {11nees Sut mast be co- | Treated a8 an illnese but tisitsd to |
: 1 ahle olomhere cutaide of pim. ! prior appoval through Eaployes Assis- | ordineted by tw Caployes Assistance | two chesical sbuse Lrestssnt experis- |
! ! ! tance Program; ctherwiss covered at | - Otherwise coversd ot 508, cot in g Vifetine. Inpatient detonr- |
‘ : ! KN after deductible. ! : ' fication stays limlted to § ays. |
H : ' H : '
1§, ALODWDL ADURE ! Excluded: but eome comseling avafl- | Trested as ey other 111mesass with | Trested as an {1inees tut must be co- | Treated as an {linees Dut linited t0 |
1 ahine slsmdure cutside of plan. ! prior agpoval twough Eaployes Assls- | ordinated by the Esployes Assistance | two chasical sbuse treatment axperia- |
' ; tance Program; otherviss coversd st | - Otherwise covered at 50%. ‘oot ing lifstime. lagatignt detgxi- |
H ! 00K after deductible. : ! fication stays limited to § deys. |
L] (] 1 ] ]
[ 4 [] ] L] ]
19, MRESORTPTION bocS ) Covered st 408 ofter e dedctidle, | Covered ot 50T ofter dedixtible. 1 Covered ot 00K sfter deductible. .Wmmmtm-muatlﬂl !

+ Gamaric Oreps are coversd ot 1008 | : ! aftar deductible,
‘ S H : Catastrophe Protection Option- rmm'
E : .- ' ! at daductible. '
[} L] ] (] 3

20. WENTAL HEALTH (Tnpatiaet) | Limitad to 60 deys por calender pear. | Trasted me any other §11ness tut + Coverad at 30% if menepged; otherwise | Trasted as sny other [1lness with s |
a y Covered ot 402, 1 luitad to 30 days in calender year. | Covered ot 501, + Pra-Admiss1on Cartification, Withoul |
1 H 1 Specis! Lifetine Masimm Benefit- ' + cartification benefits will be reduced;
: ' s $100,000 H s to 503 of coversd sxpenses with & 30- |
' H H ! day tim linit for inpatient stay. |
1. MEAUE PAID BY PARTICIPANTS, + Yoars of Service: + Yoars of Service \ !
' v oyres 0-1y ! 05 Over § + Comprebam tve: Catastrophe: |
1. Exployss Oaly + $75.07 par momth 1 §0 por moath 157 por mnth 30 per momth $0por porth | 413 per month $14 por iR |
+ $900 por your ' 50 por yoor S8 o yor 40 por yer & por yor ) $1% por yor 3180 por yor |
b. Esployes § Spoume s 8260,07 por nonth DR par month 4205 por mnth ) 554 par aonth $10 por mnth | $55 per gomth $2)por wnth !
| R.50 por yuur LM D e 2,80 pr e :unwn Q06 pwr v | 5580 par year 204 por yoor |
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HARINE CORPS NAFI
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.01 for Metiresent Plan- TR of

19roes sArnings 1n excesd of wages
{subject to 88 Tax- Changes bassed

upon 88 rate

+
N
"
"
.
‘
.
1)

imam 68 tax has been paild

[ JUT ]
TR of your groas sarnings after
saxisus 88 tax has besn paild.

¥
.

.
i
4
.

.00% for Aetiremsnt Plan- 7% of
Proes sarnings in excess of wages
sbject to 8 Tax

3. FULL VEATING

S yesars
N

S yaare

5 years

4. UNREDUCED RETIREMENT ELIOIBILITY

e ————

3. REDUCED . RETIREMENT ELIQIBILITY

§. DISABILITY BENEFITS

-

Age 62 With § Years
Age 33 With 50 Years ¢
Age 80 With 20 Years ¢

Ags 62 With 5 Yeare
Age 33 With 30 Years ¢
Age 00 With 20 Years ¢

10 Teuporary snnuity patd until age (* Lavel annuity patd for life

421; then 353 comsences.
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Glossary

Abbreviations

AAFES ~ Army Air Force Exchange Service
AB - Army Base

BAFER - Armed Forces Exchange Regulations
AFMC - Armed Forces Marketing Council

AFN - Armed Forces Network

AFR - Air Force Regulatien

AFP ~ Annual financial plan (AAFES)

AIFA - AAFES Imprest. Fund Activity

ALA - American Logistiés A§Sociation

AQA - American Optometrié Association
APF - Appropriated Fund

AR - Army Regulation

ASER - Armed Services Exchange Regulation, DeD Instruction 1330.9
BSKU - Branch stock keeping unit (AAFES)
CEO - Chief Executive Officer

CONUS - Continential United States

CRR - Continuous Rapid Reorder (NAVRESS0)
DCO - Director for CONUS QOperations

DEERS - Defense Eligibility Enrollment Reporting system
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DOD - Department of Defense
.DPSC - Defense Personnel Support Center
ED! - Electronic Data Interchange
EEC - Egqual Employment Opportunity
EOP - Exchange Operating Procedure
EPOS - Electronic point of sale
FDC - Fashion Distribution Center (AAFES and NAVRESSO)
FSO - Field Support Office
HBAR - 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 Manaéémeﬁt‘Sysiem
LTL - Less~-than-truckload
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
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NAVRESSO - Navy Resale Services and Support 0ffice’
NAVSUP - Navy Support Command

NIS - Not-in-stock

NRA - Navy Resale Activity

NSCS - Navy Supply Corps School

0ICs - Officer-In-Charge

0JT - 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—é;leu
PO - Purchase oraér. i
PX - Post Exchange (AAFES)

PZ - Purchasing Policy Division (AAFES)

"RIF - Reduction-in-force

RPC - Retail Price changes

RPOS - Retail point-of-sale

SECNAV - Secretary of the Navy

SGRIA - Special Group Accomplishment Incentive Awards
SKU - Stock keeping unit

SPO - Standing purchase order (NAVRESSO)

SSR - Stock-to-sales ratio

UA - 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 (AARFES)

WSKU - Warehouse stock keeping unit (RAFES)

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 acecount 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-Stocre Midsize Computers - For store level inventory contrel, sales
trend tracking, support hand-held UPC scanners, payroll/personne,
contrel 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 bhenefits under the two programs which are
proportionately greater than the benefits for employees earning less
than the taxable wage hase,

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 Authorization - Credit charge goes from store
directly to bank or authorization location on-line authorization reduces
bank charges to the retaller

Point-of-~-Sale UPC Scannlng, 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 no longer contingent upcon 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 provisioens. - 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 Resale System Customer Service Standards (undated)

Navy Exchange Program Business Strategy 1988-1992 (undated)

" poil Shows Shift Toward Customer Service,"” Marge Meek, Chain
Store Age Executive, May 1990,

"The Key for 1990, Listening to the Customer,” A. Kolbert
Schrichte, Interservice, Winter 1990.

"MIE Speakers Stress Vital Role Customer Service," Robert W. Klein,
Value Retail News, June 1990.

L

'Efforts To Improve Customer Service, Misgs The Mark," Services
Marketing News Letter, Spring 1990.

"Defining Service.," Apparel Merchandising, February 1990,

'The Service Edge," Small Business Reports, July 1990.
"Ten Myths of Customer Service,” Richard 8. Wellins and Patterson
S. Weaver, Training, July 1989.

"customer Service vs. Customer Focused," Roy Burns, Retail Control,
March 1989, - i '

"Service, Service Everywhere," 1Isadore Barmash, Accessories,
October 1989,

"Customer Service The Buzzword of the Nineties," Ready to Wear
Review, June 1989.

"Why You Need A Service Strategy,"” William H. Davidow and Bro
Uttal, Planning Review, Jan/Feb 1990.

Armed Forces Exchange Regqulations, DOD Directive 1330.9 date 15
Dec 86.

"Successful Retail Selling,” ARFES CRC # 516-1757, Mar 1990.
AARFES Master Plan 1990

Standards of Patron Service for Navy Exchange, NAVRESSCO 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, BAssistant Secretary of Defense
{(Manpower Reserve Affairs and Logistics}, DoD 140l1.1, Personnel

Policy for Nonappropriated Fund Instrumentalities (NAFIs),
November 15, 1985,

U.S8. Department of Defense, Assistant Secretary of Defense (Force
Management and Personnel), DoD 1401.1-M, Personnel Policy Manual
for Nonappropriated Fund Instrumentalities, December 1988.

U.8. 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. Air Force, AF Reg 147-15, Exchange Service Personnel
Policies, 31 July 1987.

Headguarters, Army and Air Force Exchange Service, Exchange
Operating Procedure (EOP) 15~-10, Managipng Human Resources, 21 July
1988 (latest c¢hange. $#3, 2 .January 1990).

;Ju!

Headquarters, Army and ARir Force Exchange Service, EOP 15-7,
Incentive Awards, 29 December 1989 (latest change #1 28 February
1990).

/
Headguarters, 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
ARffairs), 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 Regale Manual, Volume IIl, Personnel,
January 1989.

U.S. Navy, Navy Resale and Services Support Cffice {NAVRESSO),

Publication No. 97, Minimim Qualifications Regquirements, 30
January 1980.
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U.S. Navy, Navy Resale and Services Support Office (NAVRESSO),
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Positions, June 1982.

U.S. Navy, Navy Resale and Services Support Cffice (NAVRESSO)},
NAVRESSOINST 12310.2F, Navy Resale Universal Annual (U3A)
Promotion and Placement Policy, 22 July 1987,

U.S. Navy, Navy Resale and Services Support Office (NAVRESSO),
NAVRESSOINST 12310.4B, Senior Management Program Selection and

Placement Policy/Procedures, 28 December 1988.

U.8. Navy, Navy Resale and Services Support Office {NAVRESSO),
NAVRESSOINST 12351.1A, Reducticn in Force Policies and Procedures
for Navy Resale and Service Support Office, Field Support Offices
and Navy Exchanges, 13 February 1984.

U.5. Navy, Navy Resale and Services Support Qffice (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.S. Navy, Navy Resale and Services Support Office (NAVRESSO),

NAVRESSOINT 12512.2F, Position Classification Criteria for Field )

Suppert Offices and Navy Exchanges, 27 October 1988 (latest ' , . .
A b

change #1, 30 May 1989)2

U.S. Navy, Navy Resale and Services Support COffice (NAVRESSO),

NAVRESSOINT 12550.8, Work Performance Review (WPR) for Nonexempt
Emplovees, 8 May 1985./

U.8. Marine Corps, Morale, Welfare and Recreation Support Activity

({MWRSPTACT), MCO P5300.9C, Marine Corps Nonappropriated Fund
Instrumentality (NAFI) Personnel Manual

Discount Merchandiser, January 1990
Inside Retailing, June 18, 1990
Management Horizons, Spring 1989 Hanégement 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

16 May Briefed and visited Dan Daniel Dist. Center,
visited AAFES Exchange Langley AFB, VA

22 May Briefed and visited Headquarters AAFES Dallas, TX

23 May Briefed and visited AAFES Fashion Dist. Center.

Vigsited Hyper Mart USA, SAM's Warehouse Club, Target
Store and Sports Town

4 Ma Walmart P
25 May Members of ALAR and AFMC talked to the study group
29 May Quantice Marine Base
30 May Briefed and visited EBeadguarters MWRSPTACT
3] May Briefed and viéiteh Headquarters NAVRESSO
l June Vigited Bolling AFPB 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 Air

Station and Camp Lejeune exchange facilities
25 - 27 June NAVRESSO Fashion Distribution Center (Bayonne, NJ),

(RAFES) Atlanta DC and NAVRESSO FSO 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

l July Jack;bn;iile f}eld Support Office

2 July Cecil Field )lalval Rir Station

2 July Jackgonville Naval Air Sstation

3 July Kings Bay Naval Submarine Base .

9 July Mare Island Naval Station

9 July Oakiand Field Support Office
10 July Alameda Naval Air Station
10 July Moffett Field

10 July " Treasure Island oy,
11 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
18 July
18 July
18 July
25 July

29 July

Oakland Naval Hospital

Long Beach Naval Staticen

El Toro Marine Corps Air Station
Camp Pendleton

Miramar Naval Ai; Station

San Diego Field Support Office
Ballast Point Naval Submarine Base
Coronado Naval Air Base

Imperial Beach Qutlying Field
North Island Naval Air Station
San Diego Naval Hespital

San Diego Naval Station

San Diego Naval Training Station
Great Lakes Naval Training Center

Chase Field, Beéville, Texas
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Mr. Jan Ara¥i

Mr. Jim Zaker

Al Bardo

Mr. Jerry Baum
Richard Berg

Mr. Paul Bierhaus

Mr. Trausti Bjornsson
Evelyn Benitez

Tony Blackburn

Bill Brochers

SHC William Burrell

Mr. William Borrows

Mr. William G. Butler
Mr. Robert Byrd

Ron Carlson

Mr. Larry Chapp
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Navy Exchange Naples,
Retail Operations
Manager

American Logistics Ass

Keflavik, Store Manage

Navy Lodge, Lodge Mana

NAVRESSQ, FMG

AAFES, CM

Keflavik, Maintenance

Advisor to NAVRESSO
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Division
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Mr., Albert Catton

Mr. Ron Co
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Beverly Cullison

Alan H. Czakoe

Mr. Ron DeRenzo

Ms. Fat DilLorenzo

Mike Dover

Ms Susan Dowell
LTCOL William Dunn

Mr. Jack Engle

Mr. Paul Feuer
SHCS Rene Franciso
Juanita Gaglio

Sal Grasso
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Deputy Rszsiszzant Chief ¢f
.
H

K T z
MWR Camp Lejeune. X MC

Loy,

Navy European EBavine Qffice,
Acguisition Manager

Marirne Cerp MWER Support
Activity, Head, Services
Operations 2Branch

Naval Base Store, Personalized
Services Manager

Field Support Office, Norfolk,
Manager, Office of
Personnel

NAVRESSO, Labor & Employee
Relations & Employee
Benefits Specialist

NAVRES SO, Manager
Wworkforce/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,
Centracts Group

Keflavik, Deputy
Officer

Exchange
Navy European Bayine Office,
Buyer

Rota Navy Exchange,
Food Service Manager

YAGE K-2



A DOD STUDY OF MILITARY ZXCHANGES

Trances L. GyOomCry

trt

ichard Hamilton
Marge Hardin

CAPT Ross Hendricks
Sara Herring

MAJ Mary Hicks

Alfred Hughes

Mr. Bill Irwin

Ms. Lois Joy

Mr. Lleyd Johnson
‘Mr. Robert Kahn

Mr. Paul Karp
Joseph Kempsey

CDR T. Lanier

'Mr. Richard D. Lee

Ken MacDonald

Mr. Bob G. Maddin

MwrIFTACT, Juantize, VA
Heacd Zmpicyee Eernefits
Suppors Eranch

Navy Eurcpean EBayine Qffice.
Director

Navy Exchange Naples,
Personnel Manager

Field Suppeort 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,
Cfficer-In-Charge

MWRSPTACT, Quantico, VA.,
Head, Human Resources
Support Branch

Field Support Office, Norfolk,
Financial

Headguarters, AAFES, Director,
People Resources
Directorate
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ZIE Fred Mzlilzra Rota Navy EMzhznge
Qificer-In-Charce

Mr., Phil Marshall ¥PM3 Pesat Marwick

Mr. John Marecki NAVREESESO, Director,
Merchandising

Mrs. Heidi M. Mauck ' MWRSPTACT, Quantico, VA.,
Assistant Head, Employee
Benefits Support Branch

Donald McCarrcll Rota Navy Exchange,
Uniform Center Manager

Ms. Donna McCallion NAVRESSO, Buyer (Consumables)
Norfolk, FSO

Mr. Bob McGinty NAVRESSO, Exchange Operations
Division Director (EODD),
Jackseonville FSO

Mr. Edward G. McNamara Headquarters, AAFES, Chief,
Policy and Procedures
Development Branch

Mr. Carlton Mencer - . " Supervisory Merchandise Buyer,

S . Camp Lejeune, NC, USMC
Mr. Raj Minocha AAFES, Chief, Plans & Program
4 Division

Mr. Don Mohlman ' Navy Resale and Services Support
Office, Perscnalized
Services Branch

Mr. Allan Monet ) Armed Forces Marketing Council

Mr. John Moore NAVRESSO, Consumables Section
Manager, Norfolk FS0O

Mr. Jim Murphy NAVRESSO, San Diego, Director
Exchange Operations
Division

Mr. Marty Murphy American Logistics Association

Mr. Ron Neitzke ' American Logistics Association
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Mr. Robert C. rzrdue

Mr. Ken Fatterson

Mr. Conrad F. Pearson

Jerry Peterson

Debbie Phillips
Arlene Polk
CDR John Pooley

Mr. John Price

Tom Quirk
Eileen Reinhard
Francisco hicote

Mr. Rip Rowen

Mr. Thomas Rowe

Navyr Fesale ARotivity, Crez=
Lakes, Deputy ExXchange
Manager ‘

Headguarters, ARFES, Chief,
Insured Employee Beneiits
Eranch

AAFES, Chief, Policy, Programs
and Procedures, Purchasing
Directorate

MWRSPTACT, Quantico, VA.,
Labor & Employee Relations
Specialist

AARFES, CH

Field Support Office, Norfolk,

Clerical

Field Support Office, Norioik,
Clerical

Field Support 0Office, Norifolk,
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 Schult:z

Me Mary Ann Scigliano
Heward Segman
Mr. Gary Shirley

X. Jartan Sigtryggson

Mr. Evan Singer
Ms Pamela Singleteon
Mr. william C. Smith

CDE Fred Spetss

,)
Mr. Charles Stockburger

Mr. G. E. Stoddard

Rob Stout

M. C, Turley

Ms. Peggy Vitola

NAVRESSO, Scoftlines Section
Manager, Norfolk FS0O

Field Support Office, Norfolk,
Exchange Operations

Navy European Bayine Office,
Deputy

Keflavik, Security Manager

American Logistics Association

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
QOperations Division,
Exchange Operation Group

Supervisory Merchandise Buyer,
Camp Lejeune, NC, USMC

Field Support Office, Norfolk,
Facilities

"Naval Base Store, Deputy
Exchange Manager

NAVRESSQ, Assistant Deputy
Commander, Human Resources
Division
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Jim Wheeler Navy EIxchange Naples,
Distripbution Manager

Mr. Charles wWiesneth Distribution Center Marager,
Dan Daniel Distribution
Center

Tom Williams ~ Field Support Office, Norfoelk,
Hardline Group Buyer

Annie Wilson Naval Ease Store, Retail
Operations Manager

Ms. Carol Wilson Keflavik, Accountant

Mr. Martin A. Zidek MWRSPTACT, Quantico, VA.,

Personnel Management
Specialist
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