
On how supply chain management 
has benefited both the exchange 

service and its customers … 
We have made significant improvements in the supply chain in the last two 

years. This is validated by our 2012 Customer Satisfaction Index (CSI) score 
for merchandise availability of 82, which is up from 80 last year and 79 in 
2010. This indicates our customers have seen the results of the supply chain 
efforts from replenishment, buyers, distribution and store operations. 

On the Planning and Replenishment team, each of our divisional merchan-
dise managers (DMMs) has strengths they have focused on in addition to their 
everyday duties. The first year we developed numerous Standard Operating 
Procedures (SOPs) to standardize processes in Replenishment. We had DMM 
Kellie Carter leading the effort, working with senior planners, planners and 
other subject matter experts (SME) to develop SOPs. Once completed, the 
team was trained. DMM Keith Kopecko is our expert on replenishment and 
DMM Mark Carroll is our expert on planning. We have reports that were not 
available two years ago (see sidebar). 

On NEXCOM’s new Distribution 
Center (DC) in Suffolk, Va. …

The new building is all under one roof, is automated and more efficient. 
There is still more work to do. We have the ability to generate orders which 
combine cross-dock and DC stock on one order. This allows us to warehouse 
the high-velocity items, while cross-docking the slower items. We intend to 
focus on this in 2013, to increase productivity and turns.

S ince taking over as vice president (VP) of the General 
Merchandise Group 3 (MG3) of the Navy Exchange Ser-
vice Command (NEXCOM) two years ago, Art Burke 

and his Planning and Replenishment team have worked dili-
gently to improve the exchange’s supply chain and logistics, by 
reducing out-of-stock situations and optimizing replenishment 
methods to ensure that NEXCOM patrons — whether visiting 
exchanges Stateside, overseas or Ships Stores — are getting the 
product they want, when they need it.

In this exclusive interview with E and C News, Burke dis-
cusses the role of the Replenishment and Supply Chain Group.

Replenishment 
Optimization:

Tackling ‘NIS’ at Its Roots
In order to solve one of retail’s most enduring and complex 

issues — not in stocks (NIS) — NEXCOM’s VP, Replenishment 
and Supply Chain Art Burke and his team have refined their replenishment 
optimization process to navigate directly to the causes of empty shelf slots 
and phantom inventory, and implement solutions.

“There is a weekly replenishment snapshot report that the planners use to 
find the causes of NIS and fix any problems at the root. We have discovered 
the largest cause of NIS at our stores is vendor fill rate,” said Burke, “This has 
accounted for more than 50 percent year to date through November 2012. 
Scott Gibson, director, Supply Chain Systems Integration, and his team, led 
by Dennis Swed, Electronic Data Interchange (EDI) and Replenishment man-
ager, worked with stores and the Replenishment team to identify phantom 
inventory in our stores. 

“The process revealed an opportunity in our stores to ensure all merchan-
dise in the back room is on the selling floor,” Burke noted. “Stores are using a 
process to scan ‘holes’ and determine if the system has an on-hand quantity. 

“If the system shows on hand, the store either locates the merchandise 
or updates the system to show the correct on hand. If the scanned item 
shows zero on hand in the system, the store puts a sticker on the label with 
the current date. After 14 days, if the item is not received, the store sends 
an email into headquarters to be researched as to the cause. This process 
has improved our on-shelf availability and the phantom inventory has been 
reduced.”  

Communication envelops the process. “We conduct a replenishment snap-
shot meeting bi-weekly with myself, Dennis Swed, the planning and replen-
ishment DMMs, senior planners, and Forecaster and Space Planning Manager 
Quin Corbridge,” Burke said. “We review the replenishment snapshot report 
and review the metrics causing holes on the shelf, review planogram accuracy, 
which validates that replenishment is set for every store on every planogram, 
monitor phantom inventory at stores, and discuss potential impacts to busi-
ness, such as troop movement or suppliers changing systems, etc. 

“We started using replenishment optimization (RO) for our stores two 
years ago in addition to our DCs. The tool uses sophisticated formulas to 
determine min/max levels. The planners review the results and either accept, 
modify or reject the suggestions.” 

Getting the Product 
Customers Want

‘Across the Enterprise’ 

Through more efficient supply chain logistics integration, NEXCOM’s Planning and 
Replenishment team has greatly improved the on-shelf availability of products and 

reduced the incidence of ‘phantom’ inventory. WRNMMC Bethesda, Md.
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On the key role played by 
NEXCOM’s DMMs …

In the last two years, we have grown the number of planograms from under 
2,000 in 2010 to 4,800 in 2012. We also implemented in-season updates in 2011. 
This allows buyers to update a planogram during the course of the year to ad-
dress deleted items and fill the holes on the shelf/peg. We completed 1,476 of 
these year-to-date November 2012, which is 30 percent of our total planograms. 
This has had a positive impact to our in-stock on the shelf.

We currently have three DMMs in Planning and Replenishment: Kellie 
Carter, Keith Kopecko and Mark Carroll, and have posted a fourth position that 
should be filled by the time this article goes to press. We have divided the team 
into four zones (see chart). 

The senior planners are managing the more complex departments as well as 
supervising other planners. They are a very strong team and a valuable part of the 
management team in Planning and Replenishment.

Our Space Management team, headed by Quin Corbridge, Space Planning 
manager, consists of six Space Management analysts and a category manager.

On the MG3 group’s ongoing work … 
Every member of our Planning and Replenishment and Space Manage-

ment teams is valuable. The work they do is recognized and appreciated 
across the enterprise. We have made a lot of progress in two years, but still 
have much to do. I have to refer back to the CSI score, which is where our 
customers have confirmed the teams’ progress and where they say “well 
done.” —E and C NEWS

On how NEXCOM’s 
holistic approach 

is working to 
support Ships 

Stores …
Effective Aug. 1, 2012, Ships Stores 

in the Seventh Fleet are being supported 
by our existing supply chain. The catalog 
items were matched to what we already 
carried in Japan and Guam. We subbed 
current items for the balance of the items 
we did not stock. In many cases, this was 
the same item in a slightly different pack-
age configuration. The advantage is we 
already stock all the items for our stores and had an established supply chain. 

On preparing for Chief of Naval 
Operations’ (CNO) “Operating Forward” 
philosophy, and a possible future shift 

of more assets and personnel on the 
West Coast Pacific Rim …

Any new area added would be reviewed to ensure the best supply chain solu-
tion would be applied. We are currently supplying Bahrain, Djibouti and Sin-
gapore through our existing supply chain. We have worked each area with our 
district VP as well as with key suppliers and our logistics team. This enabled us 
to use the resources and models already built to fill those needs in the future.

‘There is a weekly replenishment snapshot 
report that the planners use to find the not-
in-stock (NIS) causes and fix any problems 
at the root. We have discovered the largest 
cause of NIS at our stores is vendor fill rate.’

— NEXCOM Vice President (VP), Replenishment and Supply Chain, Art Burke

General Merchandise  
Group 3 Update:

Divisional Merchandise Managers (DMM)
Consumables — DMM Keith Kopecko

 Apparel/Footwear — DMM Mark Carroll
 Consumer Electronics/Seasonal — DMM Kellie Carter
 Home/Center Core  — new DMM t.b.a. 

Senior PlannerS 
Consumables
 Gail Araujo — Food, Candy, Tobacco, Beverages, Wine and Spirits, and 

Sports Nutrition.
 Debra Swinford — Health and Beauty Aids (HBA), Household and Pets. 
Seasonal
 Joyce Marcelo — Sporting Goods, Toys, and Lawn and Garden. 
 New Planner t.b.a. — Cameras, Stationery, Books/Magazines, Greeting 

Cards, Hardware and Automotive.
apparel  
 Marcie DeVilbiss  — Ladies, Intimate Apparel, Boys, Girls, and Infants.
Center Core/Home Division
 Jo Ann Gattis — Jewelry, Watches/Sunglasses and Handbags. 
 Laura Ketterman — Small Appliances, Housewares, Furniture, Major 

Appliances, Domestics and Home Furnishings. 
NEXCOM’s Customer Satisfaction Index (CSI) score for merchandise 
availability has improved each of the last three years, an indication that 

the Exchange’s supply chain efforts are working.
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