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CHAPTER 1

INTRODUCTION

The Malmstrom Air Force Base Officers' Open Mess (OOM)
has had difficulty maintaining profitability over the past
year, Compared to other bases in the Strategic Air Command
(SAC) Malmstrom's OOM has the highest percentage of eligible
active duty officers as members. Despite this
accomplishment, Malmstrom was among the least profitable SAC
bases through the third quarter of 1987.1

Part of the reason for this poor financial performance
has been a reduction in sales. According to Bob Wiley,
manager of the OOM, it is the chief problem.2 This study
examines the magnitude of this revenue reduction and the
impact it has had on the main operating segments of the OOM.
A market analysis was also conducted in an effort to
determine the causes of, and possible solutions to, the drop

in sales.

lywilliam D. Reilly, ed. Open Mess Comparative Analysis
Summary-3rd Qtr., FY 87 (August 1987): 3, 8.

2Mr. Robert Wiley, manager, Officers' Open Mess, interview
by author, Malmstrom Air Force Base, September, 1987,
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Background

Air Force Open Messes are established on Air Force
installations and constitute a vital part of the Morale,
Welfare, and Recreation (MWR) Program. Normally the Open
Mess is operationally divided between an NCO club, which
primarily serves enlisted personnel and noncommissioned
officers, and an Officers' Club which caters primarily to
officers.

In addition to providing food, beverage service and
entertainment for its members, the Open Mess also functions
as a center for social events, protocol, and community
relations.

Membership in the OOM, or Officers' Club, is limited to
certain military and civilian personnel. Active members
often proviée the majority of the membérs. Those eligible
for active membership are active duty commissioned officers
permanently assigned to an Air Force base. Associate and
honorary membership is extended to adult dependents of Air
Force officers, retired officers, disabled veterans,
Department of Defense civilian employees, and others as
specified in Air Force Regqgulation 215-11.,3 Other
individuals such as visiting officers in temporary duty
status, visiting retired officers and guests also use the

club on a non-member basis

3HQ AFMPC, Directorate of MWR, Open Mess Division, Morale,

Welfare,and Recreation Air Force Open Mess Program (Washington,

D.C.:

Department of the Air Force, 20 June 1985), 8.



Organization

Responsibility and line authority for the OOM is
defined in detail in Air Force Regulation 215-11.
Responsibility is essentially divided between the Base
Commander, the Chief of MWR, and the OOM manager. Figure 1
gives an overview of organizational responsibilities.

The baée commander ensures that open mess activities
and policies are in harmony with other Air Force policies.
Some of his responsibilities include approving hours of
operation and memberships, ensuring compliance with Air
Force alcohol policies, and maintaining wholesome standards
at parties and social functions.?

The Chief of MWR supervises the Open Mess. Some of his
major duties include comparing financial needs with budgets,
providing necessary support for the manager, and briefing
the advisory committee on open mess matters. This individual
also ensures that the OOM manager receives the training
necessary to perform his duties.

The club manager is responsible for the day to day
operations of the OOM. His duties are quite broad, but some
of the most important include receiving and distributing
funds and assets, budgeting, and development of employee
training programs. The manager must also schedule

entertainment and social functions, and set prices for all

41pid., 21.



Figure 1 Smail Open Mess Organizational Structure.
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items and services offered for sale.>

Each OOM also has an advisory committee composed of
individuals who are representatives of the Open Mess
membership. Committee members are appointed from each
representative unit. The committee provides feedback to the
management concerning members' needs and desires, and the
committee is briefed on changes and updates to OOM policies.

The base commander determines how often the committee

meets. 6

Funding

The OOM differs from off-base establishments in that it
is not entirely self-supporting. Expenses are covered by two
sources. Nonappropriated funds (NAF) come out of club
earnings, and cover some of the expenses incurred. Congress
also appropriates certain additional funds for the support
of morale, welfare, and recreation activites. The OOM
receives a portion of those funds to cover specified items.

Nonappropriated funds at the OOM are generated by
membership dues and sales of the various operating centers
(dining room, informal lounge, cocktail, and barber shop).

Membership dues are $14 per month for active and associate

S51bid., 22.

61bid., 6.
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members, and $5 for retired members.’

Appropriated funding covers OOM real property, which
essentially consists of the building, installed equipment,
and nonexpendable property such as heating and plumbing
fixtures. Any property purchased (with either source of
funding) is maintained with appropriated funds once it has
been permanently built into the real property.

Appropriated funds are also used to pay for equipment,
supplies, and utilities with certain restrictions regarding
the designation of the OOM as an essential feeding facility.
The Malmstrom OOM is designated as an essential feeding
facility, and therefore all equipment used in the
preparation of food is provided for and maintained by
appropriated funds. Similarly, supplies are provided for the
dining facilities as long as those supplies are normally
provided to military dining facilities. The cocktail lounge
and casual bar receive no support through
appropriated funds, and therefore utilities for the OOM
(gas, electricity, heat, water, and refuse collection) are
covered by appropriated funds on a pro-rated basis,

Finally, because it is designated an essential feeding
facility, the club is permitted to buy its food from the

commissary service which often sells at a discount from

7Mr. Robert Wiley, interview by author, Malmstrom Air Force
Base, September, 1987,



market prices.8

In July, 1987, Malmstrom MWR received a message from
SAC headquarters regarding reductions in appropriated fund
support for revenue generators such as the open mess. The
four SAC bases in or near with metropoliton areas were
required to reduce appropriated funding by 25 percent from
fiscal year 1985 levels. While Malmstrom does not fit this
criterion, the base's funding was limited to that spent in
fiscal year 1986.9

The practical implications of this restriction on the
OOM are probably not as foreboding as its underlying
message. Concern about the federal deficit has mounted since
July, and a reduction in funding for all SAC revenue
generators is an increasing possibility. According to Tom
Bradshaw, Non-Appropriated Funds Supervisor, the elimination
of all apprspriated fund support for open messes is a likely
possibility within the next five years.

In fiscal year 1987, appropriated funds covered $16,400
in laundry and linen service, $11,876 in miscellaneous
supplies, and $5,575 in equipment purchases for the
Malmstrom Officers' Club. The sum of these expenditures,
$33,851, was the equivalent of 11 percent of total sales for

the year. For fiscal year 1987 the OOM's Non-appropriated

8HQ AFMPC, 23.

9Mr. Thomas Bradshaw, manager of NAFFMB, interview by
author, Malmstrom Air Force Base, October, 1987,
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Fund income statement shows a loss of $33,342, It is clear
that this loss would have doubled had appropriated funding

not been available to cover these expenses.l0

Malmstrom Officers' Open Mess

Non Appropriated Fund (NAF) Income statements for the
Officers' Club divide operations into four basic areas: the
dining room, the bar, bulk beer sales, and club accounts.

The buik beer account consists of selling kegs of beer
for use elsewhere. Although it is profitable, sales are
negligible due to a limited market so the account will not
be discussed at length.

The bar account provides sales and expense information
from the club's two bars. The casual bar, or "Whiskey-01" is
a basement level room with a seating capacity of 72. A small
bar provides drinks and condiments, ané meals can be
delivered from the main floor dining area. A pool table,
juke box, pinball machine, and television are available for
entertainment. The atmosphere is casual. "Whiskey-0l" serves
as a place to meet after working hours for drinks and
relaxation, On the main floor is the more formal cocktail
lounge or the "Fireplace Lounge," with a seating capacity of
64. It offers a larger bar and more formal surroundings than
"Whiskey-01l." This bar is only open during special

functions and during weekends, and provides beverages for

101pig.



the dining room,

Also on the main floor is the dining room. This area is
used primarily for serving dinner. The room seats 111 and
provides a formal dining atmosphere. The dining room account
includes all sales from dinners and associated expenses, as
well as revenues and expenses generated in the adjacent
ballroom. The ballroom is the largest room in the club, and
can seat up to 127 people. This room is used for serving
lunches, and for special functions such as Christmas
parties, change of command ceremonies and wedding
receptions. A stage is available for speeches and
entertainment. When special events are scheduled during
lunch hours, the dining room is used for serving lunches.
There is a dance floor with a capacity of about 115 people.

The club account includes all other revenues and
expenses associated with the OOM. The revenues are denerated
from five areas: fees and charges, dues and assessments,
amusement machines, concessions income (from the Club Barber
Shop) and admissions. Dues and Assessments provide the
majority of revenues in this account, and are derived from
the monthly membership fees.

The expenses in this account are those expenses which
cannot be specifically allocated to the various operating
segments. These overhead expenses are broken into six
categories. Personnel expense includes managerial salaries,

custodial and office personnel, training, taxes and



10

insurance for these employees. Support function expense
includes accounting services, Civilian Personnel Office and
credit card expenses. Material Related Expense covers
supplies, postage, and vehicle operation, Entertainment
Expenses include entertainers' fees, and associated
advertising. Depreciation Expense covers depreciation on
facilities and equipment. Finally, Other Operating Expense
includes utilities, general advertising, taxes,
subscriptions, flowers and decorations.ll

The OOM, because of appropriated funding and monthly
membership fees, would seem to have a cost advantage over
its off-base competitors. According to a fiscal year 1987
goal statement, the club attempts to pass these savings on
to its members by keeping prices at or below 80 percent of
prices at comparable off-base restaurants such as Jakes and

the Black Angus.

lltennie M. Bane, Eric J. Batway, Lee-Walker Cox, Anthony M.
Dearth, and Scott R.Howell, "A Study of the Malmstrom AFB
Officers' Open Mess" (M.A. diss., University of Southern
California, 1987), 8.



CHAPTER II
REVIEW OF LITERATURE

USC Study

In April, 1987, Lennie M. Bane, Eric J. Batway, Lee-
Volker Cox, Anthony M. Dearth, and Scott R. Howell conducted
an analysis of the OOM at Malmstrom for the University of
Southern California's Systems Management program. Their
final work, "A Study of the Malmstrom AFB Officers' Open
Mess," is an exploratory research paper. The chief purpose
of the study was to identify problems; no attempt was made
at proposing solutions. The data presented was only
descriptive, no inferential statistical tests were
conducted. .The OOM was under differenf management when the
study was conducted.

The study examined the OOM from a systems analysis
approach. The operations at the OOM were described as a
process, with inputs described as OOM members, guests,
labor, supplies, and the advisory council, Outputs were
described as a restaurant, bar, entertainment, events and a

meeting place. External factors included competition, Air

11
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Force regulations, the chain of command on base, and even
weather conditions.l1l2

After describing the organizational breakdown and
operating segments, the paper concluded that the major
problem at the Officers' Club was a lack of adequate
planning. The paper did not fully explain how this
conclusion was made, but apparently their findings were
based on the results of a market survey of all active duty
officers on base.

The applications of the survey was limited. Active duty
members account for only half of the total membership, so
conclusions drawn cannot be applied to the entire customer
base. However, the paper provides several key insights to
participation at the Officers' Club by active duty officers.

The survey was very broad. Information was sought to
determine demographic data, frequency of visits, and money
spent per visit. Additional gquestions sought attendance at
specific activities, overall attitudes toward the OOM, and
advantages and disadvantages of the club. Finally, some
gquestions focused on officers' tastes in food and
activities.

The survey response rate was over 50 percent and
demographic data indicated that the response group was

nearly identical to the population when broken down by rank.

121pi4.,6.
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A number of interesting findings resulted from the
survey. The officers graded the overall gquality of the OOM
on a scale of A through F, or 4.0 to 0. The average was a
"C+"; colonels rated the club a perfect "A," and scores
descended accordingly by rank. The lowest score was given by
lieutenants, a 2.32 out of 4.0, &aptains rated a 2.45,
majors scored a 3.0, and lt. colonels ranked the club a
3.43.13

One of the most alarming statistics was the apparently
low frequency of visits, Forty-four percent of those
responding said they visit the club two times or less per
month, and a full 32.8 percent visit only three to six times
per month., Thirty-seven percent of those who do attend
claim to spend less then $5.00 per visit, and another 35
percent spend only $6.00 to $10.00 per:visit. Most second
lieutenants visit the OOM two times or less per month, while
over two-thirds of first lieutenants, captains, and majors
visit the club six times or less per month. Lieutenants,
captains, and majors account for 93 percent of active
membership.

According to the survey, officers spent 48 percent of
their money on dining, 28 percent on special functions, and -
24 percent on beverages. Attendance was also observed for a

week at lunch, dinner, the casual bar, and the fireplace

131pid.,11.
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bar. Lunch and dinner accounted for 67.6 percent of total
patronage, the casual bar accounted for 23.5 percent, and
the fireside bar was 8.9 percent.

Most lieutenants indicated that they attended the 00M
for mandatory visits or visits that they perceived to be
mandatory. The majority of captains and majors attended for
food, while lieutenant colonels and colonels attended for
food, fun and mandatory activities.

The OOM's greatest advantages were determined to be the
location of the club and the food. Among the more
frequently cited limitations listed were the hours of
operation, atmosphere, service, (presumably refering to
waitresses and waiters), and activities available. Hours of
operation were seen as the greatest limitation by
lieutenants, captains, and majors.l4

Though it was not clearly stated, the USC study
apparently blamed poor planning because of the low
attendance, spending, and overall grading evaluation of the
club. These seem to indicate a lack of incentive to attend
the club. A lack of appropriate activities, unpopular hours
of operation, and general low usage were attributed to a
lack of planning as well.

This paper attempts to determine what specific factors
discourage members from using the club. It further attempts

to measure the extent of dissatisfaction with these factors.

l41pia.,14.
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The survey concentrates on measuring customer satisfaction
with various aspects of each operating section of the club.
The survey attempts to elicit responses from a wide range of
OOM members, not just officers.

Where it is appropriate, possible solutions to the
problem of falling sales will be suggested. The USC paper
attempted to determine the problems, several potential
problem areas were identified. The study indicated that
customers do not seem to attend fregquently enough. The next
section of this paper measures the extent of this apparent
problem. The USC program also suggested certain features
which may discourage members from patronizing the club; one
such condition was the hours of operation. The market
analysis reported in this paper tests many of these

suggestions,



CHAPTER III
FINANCIAL ANALYSIS

Current Outlook

Essential to this study is the premise that inadequate
sales at the Malmstrom OOM are at least part of the problem
of low profitability. The purpose of this section is to
test that premise. Specifically, segmented and break-even
analysis were conducted, and sales were compared to the
industry sales through ratio analysis.,

Table 1 is a segmented analysis for the Malmstrom OOM
for fiscal year 1987. The contribution margins and segment
margins have been calculated for the various operating
segments, and for the club as a whole. The contribution
margin ratios and segment margin ratios represent the
proportions of sales revenues remaining to cover the fixed
expenses of each segment, and the common fixed costs of the
club, respectively.

Although the dining room resulted in the only negative
segment margin in 1987, the bar, bulk beer, and club
accounts combine§ did not generate adequate segment margins
to offset the large dining room loss.

lé



Consolidated %

Sales 307,948

Less Variable

Costs 154.332 50.24
Contribution

Margin 163,332 49.76
Less Direct

Fixed -
Expenses 186,895

Segment

Margin {33,563) (11)

Less Common
Fixed Expenses 114,845

(148,408)
Plus Additional
Revenues® 115.066
Net iIncome  (33,343)
Break Even 606,390
Margin of
Safety (183,376)

*Additional revenues come from three sources
1.Host Account

2. Dining Room

3. Bar

Table 1

Segmented Income Statement
Malmstrom AFB OOM
Fiscal Year 1987

Bar

64,759

38,408

7860

51,506

13,253

1,323
302

% Dining Room %
240,612

40.69 126287 5§2.49

§9.31 114,324 47.51
156,347

12 (42,021) (17)
329,082
(88,470)

Bulk Beer %

1577

1065 67.5
512  32.47
512 32

Ciub

1000

87

87

113,441 From dues, fees, amusement machines,concessions and

admissions, interest, service charges and returned

checks charge.

From gratuities and miscellaneous income,

From miscellaneous income.

17

%

91.2

8.8

8.7
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The common fixed expenses represent those costs
enumerated earlier in the discussion of the club account.
For accounting purposes these common fixed costs are
included in the club account. They were separated in this
analysis however, because they contribute to the services of
each separate operating center. The remaining segment
margins in each operating center go first to cover those
common fixed costs, and any remainder would contribute to
net income.

The additional revenues are really "“common revenues"
(generated mostly through membership fees) and therefore
logically should be considered as an offset to any remaining
margins. In 1987 these "common revenues" of $115,066 just
offset the common fixed costs of $114,845. Since the
segment margins amounted to a $33,563 loss, they almost
entirely carried through as a loss to net income.

A break-even point was also conducted for the club as a
whole, and for the major revende'generators (bar and dining
room). The break-even point represents that level of
activity where total revenue equals total expenses, or
where:

Sales = Variable Expenses + Fixed Expenses + Profits

(where Profits = 0)

In a restaurant, the level of production activity is
difficult to define due to a widely varied sales mix;

however, percentage ratios are available. 1In the case of
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the consolidated club financial data, Table 1 yields:
x = .5024(x) + 301,740 + O
where x = Break-even point in sales dollars
X - .,5024(x) = 301,740
x(.4976) = 301,740
Break-even sales = x = 606,390
A simplification yields:
Break-even sales = Fixed Costs/l-(Var.Costs/sales)

or Fixed Costs/Contribution Margin Ratiol5

$301,740/.4976 = $606,390

Solving for break-even sales in the dining room yields
a break-even of $156,347/.4751 = $329,082. Actual sales for
the year were $240,612,

The bar account yields a break-even sales volume of:
$30,548/.5931 = §51,506. Total sales for the bar account
were $64,759.

Table 1 also gives a margin of safety in the major
segments. This figure is simply the surplus of actual over
break-even revenues.l6 Sales in the bar could fall by
$13,253 and the account would still break-even. The OOM as a
whole had a negative margin of safety of $183,376, while the
dining room had a negative margin of $88,470. This means

that without a reduction in the break even point for these

15Ray H. Garrison, Managerial Accounting (Plano, Texas,
Business Publications, Inc., 1985), 210.

l61pia., 216.
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accounts, sales will have to increase by these amounts if
the break even point is to be attained.

Before making recommendations based on these
techniques, certain assumptions must be made clear. First,
it is assumed that the sales mix between the segments will
remain constant. Because consumer tastes, competition and
other factors change, these factors must be explicitly
considered when any conclusions are drawn. A second
limiting assumption is that all costs can be accurately
divided between fixed and variable elements. In the case of
the OOM, the cost-of-goods was considered the only variable
cost, all operating costs and depreciation accounted for the
fixed costs of each segment. While certain operating costs
such as personnel expense may actually be semi-variable with
respect to sales, they are considered fixed costs for the
purpose of the analysis.17

When using industry standards as a base of comparison,
it was necessary to find a sector that had the same unique
features as the Malmstrom Officers' Club. The Officers'
Clubs at the twenty-five SAC bases were chosen as a basis
for comparison. They have a limited clientele like
Malmstrom, and the operating restrictions are similar to
those at the Malmstrom OOM,., Finally, consolidated sales and
membership data were not available for other Air Force

commands or services, The most recent SAC data available

171bia., 221.
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were the cumulative year-to-date information as of the end
of the third quarter of fiscal year 1987 (Appendix A).

The bar account appears healthy with a positive net
income and safety margin equal to $13,253 (Table 1).
However, relative to other SAC bases the bar account reveals
room for improvement. Through the third guarter of 1987 the
bar had an 11.9 percent return on sales, which ranked 23rd
of the 25 SAC bases. The SAC average return was 23.01
percent (see appendix A). The losses in the dining room
cannot be attributed solely to industry wide problems;
through the third quarter of fiscal year 1987, Malmstrom's
return on sales of -17.2 percent ranked last among the 25

bases. The average return was -6.5 percent.

Possible Solutions

It is clear that the Officers' Club is experiencing
great difficulty. Performance in the bar and dining room
must be improved. The bulk beer and club accounts, though
profitable, contributed only $599 toward covering common
fixed costs. Management needs to focus attention on
improving performance in the bar and restaurant,

The club as a whole is below break even sales as is the
dining room account. In the bar account sales are above
break-even but there is still potential for an improved
segment margin, based on the above analysis and industry
comparison,

There are three basic approaches to improving
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performance.in these areas. The formula for break-even sales
was given previously. One solution to improving actual
sales relative to break-even sales in each account would be
to reduce the break- even point. The formula indicates that
this could be achieved by first, reducing fixed costs or
second, increasing the contribution margin ratio (reducing
variable costs as a percent of sales). The third option to
improving actual sales relative to break-even is to work for
an increase in actual sales without altering the existing
cost structure. A financial analysis reveals the

practicality of implementing each of these approaches at the

Malmstrom OOM.,

Fixed Expenses

Appendix A contains condensed income statements for the
twenty-five Officers' Clubs through the third quarter of
1987. The top block of data gives information for the
consolidated club accounts. The second and third blocks
yield margin and personnel expense information for the
dining room and bar accounts. Table 2 gives a breakdown of
the various fixed expenses of the consolidated club accocunts
on a per member basis.

Malmstrom's personnel expense of 49.24 percent appears
relatively high versus the SAC average of 45.04 percent. An
analysis of the data also seems to indicate that clubs with
relatively large net incomes also had low personnel costs as

a percent of sales. This further supports the notion that



Base

Andersen
Barksdale
Beale
Blytheville
Carswell
Castle
Dyess
Ellsworth
Fairchild
F.E. Warren
Grand Forks
Griffiss
Grissom
K.l. Sawyer
Loring
Malmstrom
March
McConnell
Minot

Offutt
Pease
Plattsburgh
Vandenberg
Whiteman
Wurtsmith

Average

Fixed Expenses per Member

FY 1987 through 3rd Quarter

Support  Material  _Entertainment

Table 2

SAC Bases

Function  Related

69.15
12.37
20.87
35.03
19.16
19.80
22.45
18.96
31.67
29.58
32.91
22.44
22.65
25.99
32.94
18.53
22.63
26.03
30.13
12.91
31.23
18.94
31.02
24 .82
25.87

26.33

87.24

26.01
14.83
8.87

13.42

13.05
9.18
10.65
19.39
13.83
18.09
11.36
13.51
12.28
26.72
17.56
14.26
5.30
15.28
15.89
21.26
20.67
13.51
17.13

14.77

18.16

23

21.41
3.48

8.21

5.92
6.81
3.64
2.11
4.86
3.21
5.84
5.44
7.91
22.47
5.54
5.18
1.16
5.65
2.11
8.34
4.70
3.37
2.90
3.24
5.22
5.66

6.18

Promotional

16.00
14.56
19.10
18.36
11.88
19.64
14.34
11.83
9.51
11.12
17.64
19.93
9.82
16.27
20.56
6.72
8.00
14.47
14.96
14.55
23.20
36.42
28.43
13.07
15.23

16.22
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Malmstrom can reduce its personnel costs. In the dining room
Malmstrom is spending too much on personnel costs. At 56.04
percent of sales, Malmstrom is the highest in SAC. In the
bar account, Malmstrom's personnel expense is 33.34 percent
of sales, which is very close to the SAC average of 33.02
percent. The OOM then could probably reduce its break-even
point by focusing on controlling personnel costs.

An analysis of the other major fixed costs (Table 2)
for the club points out that Malmstrom is below the SAC
average in per member expenditures for support function,
material related, entertainment, and promotional expenses.
Therefore, there is probably little room to reduce these
costs in an effort to lower the break-even point.

It was pointed out that entertainment and promotional
expenses were not excessively high. A further analysis
reveals that they may actually be too low. Both expenses
were less than half the SAC average and may be contributing

to the low sales.

Contribution Margins
Appendix A gives gross profit margins for the OOM.
Malmstrom's overall margin of 49.78 percent ranked twenty-
third among the twenty-five bases, and was below the 52,25
percent average. The dining room margin of 47.69 percent is
slightly below the SAC average of 49.29 percent, while the
bar account at 58.48 percent is far below the 67.83 percent

average.
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It is possible that price competition at Malmstrom is
more severe than at other bases, or that Malmstrom's remote
location makes its cost-of-goods higher than the other
bases. If this were the case then similar results would be
expected from the NCO club, which has similar constraints.
For the same period the NCO club had a 46.27 percent gross
margin in the dining room versus the SAC average of 49.57
percent, yielding results similar to the ooM.1l8 But the bar
account showed a 63.08 percent margin, not far behind the
SAC average of 66.65 percent. This account has a far better
showing then the OOM.

Management then, may be able to lower the break-even
point by increasing the gross margin through higher prices
or through better purchasing procedures. Part of the
following survey examines the practicality of a price
increase by examining current attitudes toward existing

prices.

Sales Revenues
The final method to meet thg break even point is to
increase actual sales to the current break even point.
Another look at the margin of safety in the dining room
account (Table 1) shows that if monthly sales in the dining
room were increased by $6.58 per member, the account would

be close to break-even sales. Specifically, with the current

18Rreilly, 7.
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1,120 members:
$6.58 x 12 x 1120 = $88,435.20

The following formula demonstrates a guick way to

compute the impact of a change in sales on net income.
Change in sales x Contribution Margin Ratio =
Change in net incomel?

In this case: $88,435.20 x .4751 = $42,015.56
Clearly, this increase in sales would very nearly eliminate
the negative segment margin of $42,021. Currently, the
average member spends $17.90 at the dining room, so break
even sales would require that each member increase spending
at the dining room by 37 percent, given the current cost
structure,

To measure the need for increased sales, recent sales
levels must be compared with recent industry sales trends.
Once again, SAC bases provide the basis for this comparison.

One relative measure of sales performance is total
asset turnover. This is the ratio of sales to total assets
at a given time. The figure is a measure of the utilization
of those assets in generating sales, and is meaningful only
when compared to an industry standard.

The turnover for SAC OOMs is depicted in Table 3. The
average turnover was 1l.05 Malmstrom's turnover of 1.00 was
therefore not abnormally low. It appears from these figures

that the OOM management is doing an adequate job of

19Garrison, 205.



Table 3

Comparative Sales Data

SAC Bases

FY 1987 through 3rd Quarter

Base Jotal Assets JTotal Asset Sales per Member
Jurnover
F Andersen 531,871 1.22 1302
F Barksdale 522,583 1.02 235
F Beale 152,135 1.30 204
F Blytheville 81,815 1.69 193
F Carswell 287,363 1.29 196
F Castle 455,593 0.82 257
F Dyess 340,396 0.82 195
+ Ellsworth 387,798 0.73 239
F Fairchild 347,907 0.87 266
M F.E. Warren 170,024 1.38 213
+ Grand Forks 248,990 0.81 255
F Giriffiss 324,036 0.70 189
F Grissom 197,380 1.26 304
F K.l. Sawyer 190,394 1.26 352
F Loring 212,067 1.20 397
M Maimstrom 235,992 1.00 211
F March 336,168 1.79 321
F McConnell 325,622 0.87 290
+ Minot 297,736 0.82 265
F Offutt 1,781,850 0.84 236
F Pease 438,956 1.05 427
F Plattsburgh 465,558 0.65 342
* Vandenberg 475,681 1.07 404
M  Whiteman 152,525 1.24 233
F Wurtsmith 212,801 0.71 168
Average 1.05 307

F = Flying Mission
M = Missile Mission
+ = Both
* = Missile Training
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generating sales with the assets available.

Turnover can be deceptive, however, since an OOM with
larger or newer facilities can have a small turnover
compared to other bases, even if its sales were the same on
a dollar basis. The converse would be true for an older or
smaller club. The true limiting factor in terms of sales is
the number of members belonging to a given OOM. Sales per
member, therefore, is a more reasonable basis for
comparison.

Through the third quarter of fiscal year 1987,
Malmstrom averaged sales of $211 per member, or $23.44 per
member per month (not including the monthly membership fee).
SAC bases averaged $307 in sales per member over the nine
months, or $34.11 per member, per month. Table 3
demonstrates that Malmstrom ranked twentieth of the twenty-
five SAC bases in sales per member.

Table 3 also separates the SAC bases on the basis of
the mission at each base. Each SAC base is home to either a
flying wing, usually bombers or tankers, a strategic missile
wing, or a combination of the two. It is interesting to
note that the clubs at bases with flying missions averaged
$326 in sales per member, while clubs with missile wings
averaged only $219 per member. The combined mission bases
averaged $253 in per member sales.

Apparently flying crews find the club more inviting.

Perhaps tradition has made club patronage a large part of
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being on a flight crew. Missile crew members apparently
find the club
less appealing; a parallel tradition may never have formed.
Additional research, with attitude surveys in both groups,
would have to be conducted to test this suggestion.

This is a pertinent point since Malmstrom will soon
have a flying mission in addition to the missile wing
already in place. 1If the results are similar to other
combined wings, quarterly sales per member could rise to
$253. With approximately 100 new officers arriving this
would add $72,340 in sales for three quarters. In fiscal
year 1987 the club as a whole had a safety margin of
($183,376), so over a period of twelve months this figure
could be reduced to ($86,923). This assumes no change in
the level of fixed costs or the contribution margin ratio as
a result of the new membership.

Andersen Air Force base has had sales per member of
$1,302 which is over three times that of the next highest
base. A likely explanation is Andersen's location. Located
on Guam, the OOM is probably heavily used by non-member
officers temporarily located at Guam en route to other
destinations.

A final relative measure of sales performance is the
trend in sales. In fiscal year 1987 the OOM experienced a
loss of $33;342 on sales of $307,947. Fiscal year 1986

resulted in a profit of $6,410 on sales of $344,225. The
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l1.7 percent drop in sales contributed directly to the
$39,752 drop in net income. From fiscal year 1986, sales in
the dining room fell by $23,557 or 9 percent, Sales in the

bar fell by $16,845, or 21 percent.

Summary

Management can lower the break-even point by lowering
personnel costs and possibly through achieving higher
margins., Further research would be necessary in the
personnel area to examine laborx rxestrictions and labor needs
versus sales. Increased margins would call for an
examination of price competition in the Great Falls area as
well as a study of current purchasing procedures and
available suppliers.

Clearly the Malmstrom OOM has room to increase sales as
a means of achieving break even sales,'and this is the focus
of the remainder of this paper. The $6.58 per member
increase neéded in the dining room is achievable. Larger
expenditures on entertainment and promotion may be the first
step. But to bring members back to the club there must be a
market study to determine what the members want, and

conversely, what is keeping them away.



CHAPTER 1V
METHODS OF RESEARCH

Survey Development

In order to determine the needs of Open Mess members, a
survey was developed to measure their attitudes regarding the use
of the Open Mess and it's facilities. Appendix B is the final
survey which was mailed to selected members of the OOM
population.

The individual gquestions were selected on the basis of the
results of the USC study, discussion with the Officers' Club
manager, the chief of Morale Welfare and Recreation, and informal
verbal inquiries with various OOM members.

After an initial draft of the survey was completed, it was
submitted to the chief of MWR, the base commander, the vice wing
commander; and the wing commander. At each level inputs were
given and questions were edited for clarity. Based on these
inputs, a second draft was submitted and approved by each level
of authority.

The questions are based on the Likert model, in which
responders indicate their attitude toward each statement by
circling their level of agreement from a scale of one to five

(strongly agree to strongly disagree).
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Questions one through ten focus on the three main operating
centers in the club; the emphasis here is on service aspects
which will likely affect customer satisfaction.

Questions eleven through thirteen focus on aspects of
special functions recently held at the OOM. These functions have
proven marginally successful, so further information is needed to
determine how future functions might be improved.

The last two questions concern the hours of operation at the
Club and demographic information. The demographic information is
used to determine the validity of the sample taken, and to
determine needs and attitudes of specific market sectors through

cross-tabulation,

Sample Selection

There are currently 1,150 members of the Malmstrom OOM. To
conduct the survey, a random sample of 306 members was chosen.20
This was the appropriate sample size for a population of 1,150
and a level of statistical significance of 95 percent.

A random sample was chosen and the method of selection was
nonsystematic, Each of the 1,150 members had an equal and non
zero chance of being selected. Specifically, a table of random
digits was used to determine 300 different random digits between

1 and 1,150.21 Each digit was applied to the mailing list of

20 raro Yamane, Elementary Sampling Theory (Englewood
Cliffs, New Jersey, Prentice Hall, 1967), 398,

21 william G. Zikmund, Business Research Methods (New York,
New York, The Dryden Press, 1984), 324,
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current members. All members are on the mailing list. The
result was a list of 300 different members.

All OOM members receive a monthly mailing packet containing
a bill (if applicable), a monthly calender of events, and
additional advertising. The mailing packets for the 300 randomly
selected members were selected and a survey was placed in each.
The instructions on the survey (Appendix B) direct each
respondent to complete the survey, fold it, and mail it. This
feature maintained the anonymity of responses, and the postage

paid guestionnaire further encouraged members to respond.

Study Design

The survey results have been interpreted through both
descriptive and inferential statistics. The descriptive
statistics transform the raw data into understandable form to
facilitate interpretation. The inferential statistics provide a
framework from which conclusions can be drawn from testing the
statistical significance of various hypotheses.?22

The first section of descriptive statistics gives the
frequency of response for each gquestion. The simple percentage
of responses for each of the gquestions at each level of agreement
(strongly disagree to strongly agree) is given. This allows for
inspection of differences between the various factors,

The second area of descriptive statistics highlights the

central tendency and dispersion of responses for each question.

22 1pia., 419.
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These measures are again based on the responses of the entire
sample. Because this is a univariate analysis, and the
population is assumed to be normally distributed, the mean is the
appropriate measure of central tendency, and the standard
deviation is the proper measure of dispersion,23

Each guestion in the survey was based on customer's
attitudes toward a single variable, such as the quality of meals
served. Inferential statistics are used to test whether or not
custormers feel that the quality of meals is good. These
techniques were applied to each question. A Z test is used to
test each question since the population is assumed to be normally
distributed, the sample size is relatively large (n > 30) and the
population variances are unknown.?24%

Inferential statistics are also used to test whether
significant differences exist between certain groups in their
attitudes toward selected questions. The assumption of a
normally distributed population is again the case and the sample
size is relatively large. The population variances are unknown,
but assumed to be equal. These factors make a t-test for two
independent samples the appropriate test.25

For both the descriptive and inferential statistics a 95

percent confidence level was used. This level was chosen because

23 1bid., 431.

24 Wayne W. Daniel, James Citerrell, Business Statistics
(Boston, Houghton Mifflin), 1986, 189.

25 1bid., 194.
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this is the most widely used standard and, therefore, the most
meaningful, providing a good justification without imposing undue
difficulties in identifying areas to change.
The results of these tests are combined in a following

section, followed by the interpretation of those results.

Validity

The response rate for the sample selected was 25.3 percent.
Representation of membership categories in the sample is
representative of the population. Table 4 presents the
proportion of responses in both the survey returns and in the
population. The largest deviations from population to sample
were in the retired category (over represented by 7 percent),
Department of Defense civilian employees (over represented by 14
percent), honorary members (under represepted by 14 percent), and
captains (over represented by 6 percent).v The significance of
these differences is addressed in the interpretation of results
section.

The low response by honorary members may be explained by
their status. Since this sector (composed mostly of civilian
dignitaries and community leaders) does not pay a monthly fee,
there is perhaps less incentive to open the monthly mailed
package and return the enclosed survey.

The deviations in the other sectors have no obvious
explanation, they are assumed to be the result of random

variation in the response rate.



Table 4

Comparison of Population and Sample Representation

Population % of Total le % of !
Retired 15 22
Civilian 1 8
Widow 1 1
Honorary 31 17
Colonel 1 1
Lt. Colonel 3 2
Major 4 4
Captain 18 24
1 Lt. 15 13
2Lt 11 8
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Effects of Nonresponse

The relatively small (25 percent) overall response rate, and
the noted variations in the membership categories warrant further
discussion of nonresponse.

The term nonresponse refers to a failure to obtain responses
on some elements designated for the sample.26

Nonresponses to field research are considered to come from
five primary sources: not-at-homes, refusals, inability to
respond, not found, and lost schedules.27

Since this study was designed as a mailed survey, not-at-
homes are not considered to be a source of nonresponse.
Similarly, inability to respond (for serious illness, illiteracy
and so forth) is assumed to be a minor factor in this study.

Lost schedules refers to information lost after a field attempt.
All surveys were returned to the University of Montana, and
secretaries carefully set aside all responses; if any surveys
were lost they were most likely lost in the mail. This is a
possible, but probably low cause of nonresponse in this study.

Those not found is another potential source of nonresponse.
Although the billing agency is notified when a member moves,
there is a delay in this process. The surveys could have been
sent out during this delay, resulting in the survey "not finding"

the intended club member.

26 Kish, Leslie, Survey Sampling (New York,John Wiley and
Sons, Inc., 1965), 532,

27 1bid., 533, 534,
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Refusals constitute the most likely source of nonresponse in
this study. In a mailed survey, refusals can result from the
disposition of respondents and the nature of the questions asked.
Most refusals can be considered permanent.28

In order to ensure a high response rate, a random drawing
for gift certificates was considered for those responding.
Anonymity, however, was considered vital to this survey since the
USC study revealed that many members attend the club for
"perceived mandatory" reasons. This defensive attitude about the
club in general lead to the conclusion that a non anonymous
survey would bias responses considerably. A random drawing would
have necessitated connecting names with responses, so the idea
was dropped.

Follow up mailings have proven highly successful in other
mailed surveys, but this idea was also rejected. First, cost was
a limiting factor; postage for follow-up mailings would have been
prohibitive. Waiting until the May mailing packages were
delivered would have eliminated this expense, but time
constraints eliminated this option. Finally, most nonrespondents
were probably refusals and, as noted earlier, these tend to be
permanent, so a follow-up mailing would probably have increased

responses only slightly.

28 1pid., 533.



CHAPTER V

OBSERVATIONS AND FINDINGS

This chapter consists of two sections. The first section is
an analysis of the survey results using descriptive statistics.
The second section uses inferential statistics to draw

conclusions based on the survey results.

Descriptive Statistics

In general it appears that most of the sample respondents
were pleased with the dining facilities. 1In Table 5, the
frequency distributions for the entire sample indicate that most
respondents found the quality of meals to be good. Ninety
percent of the respondents indicated that: they strongly agree or
agree that the meals are of good quality. There seems to be a
generally favorable attitude toward the promptness and courtesy
displayed by the waiters and waitresses as well. Sixty-five
percent of the respondants agreed or strongly agreed that the
service was prompt while 88 percent gave similar ratings for
courtesy. Meal prices are perceived as being less expensive than
off base competition; 69 percent agreed or strongly agreed with
this statement. Eighty percent agreed or strongly agreed that
the menu variety is good. The questions pertaining to the dining

facilities had a generally high response rate. The measures of
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Table 5

Percent Frequency Distributions
Questions 1-13
Entire Sample

Agree Disagree Besponse

1. Quality of meals 35.90 53.85 0 3.85 1.28 5.13
2. Waiters/Waitresses

are prompt. 21.79 43.59 12.82 12.82 7.96 1.28
3. Waiters/Waitresses

are courteous. 37.18 51.28 3.85 5.13 1.28 1.28
4. Meal prices less expensive

vs off base. 26.92 42.31 11.54 11.54 6.41 1.28
5. Menu variety is good. 19.23 61.54 6.41 7.69 2.56 26.92

6. Availability of Happy Hours
is adequate. 7.69 26.92 32.05 3.85 2.56 26.92

7. Drink prices lower than off
base. (Whiskey 01) 5.13 39.74 21.79 7.69 2.56 23.08

8. Whiskey 01 atmosphere
better than off base. 8.97 11.54 29.49° 12.82 10.26 26.92

9. Cocktail lounge atmosphere
better than off base. 6.41 30.77 33.33 12.82 1.28 15.38

10. Drink prices lower than
off base. (cocktail lounge) 6.41 38.46 33.33 6.41 0 15.38

11. Quality of entertainment was
good. (all special functions) 8.97 19.23 8.97 2.56 1.28 58.97

12. Quality of food was good.
(all special functions) 6.41 24.36 1.28 5.13 2.56 60.26

13. Price of special funtion was

reasonable. (all special
functions) 5.13 20.51 3.85 5.13 5.13 60.26
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central tendency on Table 6 support these observations.

The informal lounge, "Whiskey-0l1l", had a lower response
rate, and attitudes were mixed. Thirty two percent were
undecided concerning the adequacy of happy hours, while 35
percent agreed or strongly agreed that these activities were
adequate. The attitude toward drink prices was mixed; 21 percent
were indifferent toward these prices versus those off base. The
response concerning the atmosphere versus off base competition
was also mixed; 29 percent were undecided while only 20 percent
agreed or strongly agreed.

The response rate for questions nine and ten regarding the
fireplace cocktail lounge was somewhat higher than that of
"Whiskey-01". The results are mixed, and it is not easy to make
any firm conclusions regarding the atmosphere or the drink prices
based on these descriptive statistics. For both questions 33
percent were undecided, and very few either strongly agreed or
strongly disagreed.

The overall response rate to the three gquestions regarding
the special functions was quite low. The gquestion with the
highest response rate had a 59 percent non-response rate. Of
those who responded, only between 19 and 24 percent agreed with
these statements. Considering this low response rate and mixed
results, the descriptive statistics are inconclusive. The means
and standard deviations reflect these wide dispersions.

Table 7 shows that most members surveyed are satisfied with

the current hours of operation. The twenty respondents who were
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Table 6

Measures of Central Tendency

4.26

3.60

4.19

3.73

3.89

3.46

3.48

2.95

3.33

3.53

3.78

3.68

3.38
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0.78

1.19

0.84

1.18

0.90

0.89

0.89

1.19

0.88

0.75

0.97

1.1

1.26



Table 7

Percent Frequency Distributions
Questions 14-21
Entire Sample

14, Hours of operation adequate: YES :69.23 NO:25.64 MEMBERS NOT RESPONDING : 4

15. Membership: ACTIVE DUTY: 52.85
RETIRED: 21.79
DOD CIVILIAN: 7.69
HONORARY : 18.38
WIDOW : 1.28
MEMBERS NOT RESPONDING : 0

16. Of Active Duty: 2LT.: 15
1LT.: 25
CAPTAIN: 45
MAJOR : 10
LT.COL.: 25
COLONEL : 25
MEMBERS NOT RESPONDING : 2

17. Marital Status: MARRIED : 91.04 UNMARRIED :8.96 MEMBERS NOT RESPONDING : 11

18. Times Per Month at Off Base Restaurants ;: 0-3 times : 40
4-6 times : 29.33
7-9 times : 13.33
10-12 times : 5.33
More than 12: 12
MEMBERS NOT RESPONDING : 3

19. Times Per Month at the Officers' Club : 0-3 times ; 75.64
4-6 times : 17.96
10-12 times : 2.56
More than 12 : 3.85
MEMBERS NOT RESPONDING : 0

20. Children : YES : 46.75 NO :53.25 MEMBERS NOT RESPONDING : 1

21. Age : 20-25 : 9.09
26-30:19.48
31-35:15.58
36-40 :6.49
41-45 :9.09
46-50 :6.49
51-55:11.89
56-60:5.19 _
60+ :16.88
MEMBERS NOT RESPONDING : 1
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not happy with the hours suggested extended lunch hours, Monday
lunches, and Sunday brunches. The response rate on this question
was good, only four members did not respond.

The membership designations in the sample strongly resembled
those of the population. This was discussed in chapter 1IV.

Fourteen percent (eleven respondents) did not reply to the
marital status question. Ninety-one percent of those who did
respond were married. Although no data are available concerning
this breakdown in the OOM population, this intuitively seems to
be biased toward married members.

The descriptive statistics indicate that 69 percent of the
members eat at off base restaurants between zero and six times
per month. Ninety-four percent eat at the OOM between zero and
six times per month. It should be noted that one response
category (seven to nine times) was deleted in error when the
survey was made up. This may alter the results of the survey,
but inferences were still made. The overall response rate to
these questions was very high; only three members did not respond
to the question concerning off base restaurants. Based on
descriptive statistics there is no clearly discernable preference
for the Club or off base establishments.

The respondents were well dispersed with regard to age.

Most respondents were between 26 and 30 and these only amounted
to 19 percent of the sample. The distribution of those with
children and those without children was nearly even. For each

question only one member did not respond. No demographic
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information on the Club's population was available regarding
those parameters, but the information will be used in thé
inferential statistics section and in cross tabulation.

Table 8 shows cross tabulations which were performed to
determine frequency distributions for each of the special
functions. The highest response in any of these categories was
only nine members, so conclusions based on these cross
tabulations would not be meaningful.

Further cross tabulation was performed on the demographic
profile questions versus questions eighteen and nineteen. The
results can be seen in Tables 9 and 10. 1In the general
membership categories, only active duty, retired officers and
honorary members had meaningful response rates. In each of these
categories there appears to be a preference for off base
facilities. Only active duty members claimed to eat at the club
more than twelve times per month, but in each category many more
eat at off base restaurants this frequently.

Among active duty personnel, only lieutenants and captains
yielded a significant response; the results seem to indicate a
preference for off base competition over the Club. Eighty-three
percent of second lieutenants, 60 percent of first lieutenants
and 56 percent of captains attend the club between zero and three
times per month., The results are similar for both married and
unmarried members. Members with children show no preference for
off base establishments or the Club.

The five-year age brackets in question twenty-one resulted



Table 8
~ercent Frequency Distributions
Questions 11-13
Entire Sample
(by special function attended)

Agree Risagree Besponders
"Bad Luck" Party

Quality of the entertainment

was good. 12.5 0 25 50 12.5 8
Quality of the food was good. 22.2 111 0 §5.6 111 9
Price of admission was
reasonable. 33.3 111 111 44.4 o 9
"Bad Taste" Party
NO RESPONSES
Octoberfest
Quality of entertainment
was good, 0 12.5 25 50 12.5 8
Quality of the food was good. 0 25 0 12.5 125 8
Price of admission was
reasonable. 0 37.5 12.5 37.5 125 8
Art Auction
Quality of entertainment .
was good. 0 0 20 40 40 5
Quality of the food was good. 0 0 20 40 40 5
Price of admission was
reasonable. 0 0 16.7 333 50 6
Wine Tasting
Quality of entertainment
was good. 0 0 333 33.3 333 6
Quality of the food was good. o 0 0 80 20 5
Price of admission was
reasonable. 0 0 0 100 ¢ 6
New Year's Party
Quality of entertainment
was good. ) 25 0 75 0 4
Quality of the food was good. o 25 0 75 0 4
Price of admission was
reasonable. 25 0 0 75 o 4
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Table 9

Times per month lunch/dinner at the Officers’ Club

limes responding
Active Duty 61.9 28.6 2.4 7.1 42
Retired 88.2 5.9 59 o 17
DOD Civilian 83.3 16.7 0 (o] 6
Honorary 100 o] o) 0 12
Widow 100 o 0 1) 1
Of Active Duty:
2Lt. 83.3 16.7 0 0 6
1Lt 60 30 0 10 10
Captain 55.6 38.9 5.6 0 18
Major 75 25 o} o} 4
Lt. Colonel 100 o 0 o 1
Colonel 0 0 0 100 1
Married 72.1 21.3 1.6 49 61
Unmarried 83.3 16.7 0 (o] 6
Children?
Yes 72.2 19.4 2.8 5.6 36
No 80.5 17.1 0 24 41
Age
20-25 71.4 28.6 0 0 7
26-30 60 333 (o) 6.7 15
31-35 66.7 25 8.3 0 12
36-40 60 40 0 o 5
41-45 71.4 0 0 28.6 7
46-50 100 0 o (o) S5
51-55 88.9 11.1 o 0 9
56-60 100 0 0 0 4
60 + 92.3 7.7 0 0 13
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Table 10

P E Distribution Cross-Tabulat

Times per month lunch/dinner at off base restaurants

times responding
Active Duty 38.1 33.3 14.3 74 7.3 42
Retired 26.1 53.3 6.7 0 13.3 15
DOD Civilian 60 0 20 20 o 5
Honorary 58.3 0 16.7 0o 25 12
Widow 0 o} 0 0o 100 1
1 Active Duty:
2Lt 33.3 33.3 16.7 o 18.7 6
1Lt 20 20 20 20 10 10
Captain 55.6 27.8 16.7 0 0] 18
Major 0] 100 0 0 0] 4
Lt. Colonel 0 0 0 100 o 1
Colonel 100 0 (v} o 0 1
Married 39.7 31 15.5 52 8.6 58
Unmarried 33.3 16.7 0 16.7 33.3 6
Yes 41.7 33.3 13.9 5.6 5.6 38
No 39.5 23.7 13.2 53 18.4 38
Age
20-25 28.6 42.9 143 14.3 0 7
26-30 40 20 20 6.7 13.3 15
31-35 50 25 16.7 0 8.3 12
36-40 40 60 0 0 o S
41-45 429 28.6 14.3 14.3 0 7
46-50 20 40 o} 0 40 5
51-55 37.5 125 25 o] 25 8
56-60 100 0 0 0 0 4
60 + 27.3 36.4 9.1 9.1 18.2 11
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in very low response rates, but when combined it appears that
those members forty-five years or younger show a slight
preference for off base restaurants. Those over forty-five show
a stronger preference in the same direction. The vast majority
in each age group attend the OOM only zero to three times per

month.

Inferential Statistics

For questions one through thirteen, single mean hypothesis
testing was conducted to determine if the sample results had a
mean that was significantly different from an undecided response.

To conduct such a test, an "undecided" response was
hypothesized. Since each question was interval scale from one to
five, such a response would result in a mean of three. 1If the
actual sample mean was significantly different from this mean
(i.e., the difference could not be attribﬁted to random
variation), then this null hypothesis (Ho: sample mean is equal
to three), would be rejected. The alternative hypothesis (Ha:
sample mean is not equal to three) would be accepted.

The appropriate test for this situation is a Z-test
(developed in chapter 1IV). There are two methods to determine
the acceptance of the null hypothesis. By looking at the
observed Z-value, one can determine whether or not it falls
within the critical 2 limits at the 95 percent confidence level.
If the observed Z should fall within these limits, the null
hypothesis is accepted, if it falls outside these limits the null

is rejected and the alternative accepted.
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Alternatively, a sampling distribution could be created
around the null value. If the observed mean should fall within
the limits of this distribution, the null hypothesis would be
accepted. The null would be rejected should the observed mean
fall outside this area.

The first question (Table 11l) rejects the null hypothesis.
The membership feels that the quality of food is good. This
supports the descriptive analysis. The sample mean of 4.26 is
well above the critical upper limit of 3.177. Similarly, there
is agreement that the waiters and waitresses provide prompt and
courteous service. Question three had a mean of 4.19, well above
the upper limit of 3.188, so service is perceived as being quite
courteous. Questions four and five also reject the null
hypothesis, so the members feel that meal prices are lower than
off base restaurants, and that the variety of menu items at the
Club is adequate. These tests confirm the conclusions of the
descriptive analysis.

Questions six through eight refer to "Whiskey-01l." 1In
questions six and seven the null hypothesis was rejected. The
members feel that the availability of happy hours is adequate,
and drink prices are perceived as being lower than off base drink
prices. The results of question eight failed to reject the null
hypothesis, so the membership is undecided about their preference
for the "Whiskey-01l" atmosphere versus off base establishments.
The sample mean of 2.95 falls within the critical range of

acceptance.



.able 11
hesi for i
(Z - test)

Null Hypothesis H,: Mean = 3
Alternative Hypothesis Hy: Mean = 3

Critical Z = 1.96 (95% confidence level)

1 13.9 4.26 2.823 3.177
2 4.39 3.60 2.733 3.267
3 12.43 4.19 2.812 3.188
4 5.42 3.73 2.737 3.263
5 8.64 3.89 2.799 3.203
6 3.88 3.46 2.770 3.211
7 4.20 3.48 2.774 3.226
8 -.33 2.95 2.692 3.308
9 3.07 3.33 2:786 3.213
10 5.75 3.53 2.819 3.181
11 4.53 3.78 2.662 3.338
12 3.41 3.68 2.610 3.390
13 1.72 3.40 2.558 3.442
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Question nine reveals that the membership found the
atmosphere in the cocktail lounge to be better than the
atmosphere in off base cocktail lounges. For question ten,
respondents found drink prices to be lower than drink prices off
base,

Questions_eleven and twelve show that the attitudes of the
respondents as a whole did provide inferences regarding the
special functions. The general attitude toward all of the
special functions revealed that the entertainment was good, as
was the quality of the food. But on question thirteen the
results failed to reject the null hypothesis. The sample mean,
2.4, falls within the range of acceptance. The membership is
undecided regarding the reasonableness of the prices of the
special functions.

Additional inferential tests were conducted to test for
significant differences between two means. As discussed in
chapter IV, the t-test for two independent samples is the
appropriate test to use.

The null hypothesis, Ho, states that the difference between
the two means will be zero. If the null is true, then any
variation between the means, as measured by the observed t, will
not exceed the critical t at 95 percent, and will therefore be
attributed to random variation.

The first test (Table 12) compared the sample means of
lieutenants versus captains for the first thirteen questions.

The USC study revealed a particularly poor overall rating for the



Table 12

Lieutenants versus Captains

Null Hypothesis H,: Difference between Means = 0

1 -1.233 2.042
2 -0.0630 2.042
3 -1.498 2.042
4 0.1976 2.042
5 -0.6311 2.042
6 0.4701 2.060
7 0.7157 2.060
8 -0.1637 2.056
9 0.5894 2.060
10 0.2907 2.064
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club by lieutenants. This test sought to determine what
particular feature might be responsible for this attitude. 1If a
given response proved significantly different from the more
senior officers (captains), then this may be one area for
managerial attention. This is particularly important since young
officers will determine the future success of the Open Mess
program.

The data revealed no significant differences between the
groups. In each case the observed t value was less than the
critical t. Captains and lieutenants had very similar responses
in each area of concern.

A second test compared the means of active duty versus
retired officers (Table 13). Only questions two, eight, nine,
and ten showed significant differences between these groups and
retired officers., In the restaurant, the:retired officers rated
the promptness of waiters and waitresses more highly. The
observed T, -3.118, is negative which indicates that retired
members gave a higher rating, and it's absolute value, 3.118,
exceeds the critical T of 2.02., In both lounges, retired
officers rated the atmosphere more highly than the active duty
members. Finally, the retired members were far more inclined to
agree that drink prices in the fireplace lounge were lower than
those in off base establishments.

Question eighteen, monthly visits to off base restaurants,
was tested against question nineteen, monthly visits to the

Officers' Club. (Table 14). The test was run for the population



Null Hypothesis H,: Difference between Means = 0

Hypothesis Test for Two Means

Table 13

Questions 1-10

-lest

Active Duty versus Retired

Question Observed T Critical T

1 -1.928 2.0-2.021
2 -3.118 2.0-2.021
3 -1.917 2.0-2.021
4 -1.980 2.0-2.021
5 -1.712 2.0-2.021
6 -0.094 2.0-2.021
7 -1.436 2.0-2.021
8 -2.749 2.0-2.021
9 -3.093 2.0-2.021
10 -3.571 2.0-2.021
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Table 14

Null Hypothesis H,: Difference between Means = 0

i8vs 19
(Attendance at off base restaurants
vs Officers’ Club attendance) 4,923 1.96 151

18, those with children vs
18, those without children -1.257 1.98-2 72

19, those with children vs
19, those without children 1.087 1.98-2 75

18, those 45 and younge; vs
18, those older than 45 «1.137 1.98-2 73

19, those 45 and younger vs
19, those oider than 45 2.952 1.98-2 76
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as a whole. The results indicate that the membership visits off
base restaurants far more frequently than they visit the
Officers' Club. The observed T, 4.923 far exceed the the
critical T of 1.96,

Similar tests for members with children versus members
without children indicated that this factor has little bearing on
the number of visits to either the club or off base restaurants.

A final test of two means examined the impact of age on
members' tendency to visit the club and off base restaurants.

The results reveal that this factor did not have an impact on the
Officers' Club attendance. However, those forty-five years or
younger eat at off base restaurants more often than those over
forty-five. The observed T, 2.952, is positive, and it exceeds

the critical T value of 1.98 to 2.



CHAPTER VI

RECOMMENDATIONS AND CONCLUSIONS

This chapter uses the results of the preceding chapters to
make recommendations for managenent. Possible areas for future
research are also recommended, based on the findings presented

thus far.

Recommendations for Management

The results for the dining room portion of the survey are
not consistent with its poor financial performance. The
membership believes that quality meals and services are provided
at competitive prices. Despite this result, the cross tabulation
and hypothesis testing reveals a preferen¢e for off base
restaurants. One explanation is the presence of intangible
factors. The members may simply wish to spend their
discretionary income on activities unassociated with the Air
Force, perhaps in an effort to escape the pressures of military
duty. Further market research may be necessary to test this
theory.

Another possible explanation is a lack of publicity for the
club. The club is behind the industry in promotional
expenditures. The sample response rate may be biased toward

those with strong opinions about the c¢lub. Those who did not
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respond may be apathetic because they are simply unaware of the

quality product offered and low pPrices.

The low response rate for the "Whiskey-0l1" questions is

indicative of a membership which is not particularily interested

in alcohol. It indicates a membership concerned about how senior

officers react to drinking in public. Recent Air Force emphasis

on the "deglamorization" of alcohol may have a substantial impact

on falling sales here. The "undecided" result regarding the
atmosphere versus off base bars should encourage management to
consider changes to "Whiskey-0l1l" that better meet the needs of
customers. These needs could be determined thorugh a similar
survey.

The membership did find that prices in the formal lounge
were better than off base prices, and the atmosphere was found
be superior. The club does not conduct a segmented accounting
analysis for "Whiskey-01l" versus the Fireplace Lounge. The
atmosphere in "Whiskey-01" may hurt sales relative to sales in
the Fireplace Lounge.

Management should review the pricing policy for special
functions. A lower price may result in higher attendance. A
specific break even for each special function would have to be

examined to assess the practicality of lowering prices.

Monday hours were recently eliminated because sales volume

did not justify operating costs. However, management should

consider Sunday brunches and extending the lunch hour for other

days of the week.

to
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The lieutenants sampled show no significant taste
differences versus captains so unfortunately this study does
little to find out what specific factors these junior officers
are looking for,

The test between active duty and retired officers yields
interesting results. The promptness of the waiters and
waitresses may reflect membership dues. Active duty members pay
larger dues, so they may expect better service; hence the lower
ranking., This factor may also explain the more favorable
responses by retired members for questions eight through ten.

However, it is also gquite likely that the services provided
are more suited to the retired members. The Fireplace lounge
atmosphere and prices were rated favorably by the retired
members, as was the atmosphere in "Whiskey-0l." 1If management
wants to increase lounge sales to active duty officers, then the
services of the lounges should be redesigned to match their
needs. Retired officers however, may be a more profitable
segment to cater to; sales to each group could be looked at to
make this determination.

The hypothesis tests concerning age tend to support these
findings. Younger members tend to eat off base more frequently
than older members. There is definitely an untapped market
potential for younger club members, at least in the dining room.

A final note on the survey was open ended; it asked for
general comments on the club. The results, naturally, were

varied. But frequent comments from active duty members indicated
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that the club was a "Colonels Club"; that membership was
mandatory, and that the services provided simply did not reflect

the tastes of junior officers.

Future Research

This study leaves open several areas for future research.
Sales are dangerously low and appropriated funding is gradually
disappearing. The club needs a study to determine what active
duty members expect for fourteen dollars per month. The services
examined in this study were, in general, well rated by the
membership. An open ended survey or interview procedure may be
necessary to determine the real desires of this market.

Another study would be the analysis of personnel costs
discussed earlier. Scheduling of hours may be inefficient, or
the wage rate may be above that of the ma;ket. Labor
restrictions may also be a problem if wage reduction is to be
considered, since the employees are funded through non-
appropriated guide lines.

One survey suggested that the NCO club be merged with the
officers' club. If the capacity at one facility were large
enough for both NCO's and officers, then fixed costs issued fall
drastically relative to the customer base if such a move were
undertaken. The obvious impediment is violation of
"fraternization" guide lines between officers and enlisted
personnel,

Another area of research would be the sales per member

figures. At bases not located near populated areas this would be
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relatively high given the absence of off base competition. A
financial study may determine at which bases the presence of an
Officers' Club is not a justified use of taxpayers money.

A study of the contribution margin and various advertising
media could be undertaken. A proper level of promotional expense
could be determined given the relative impact of a small increase
in sales on net income.

Purchasing procedures and pricing policies could be reviewed
to determine how the contribution margin could be improved.
Malmstrom is behind the other SAC clubs in this regard.

An analysis of flying bases versus missile bases might
provide insight into why the OOM is more popular with pilots,

The results could be used to improve clubs at missile bases.



APPENDIX A

OOM YEAR TO DATE FINANCIAL DATA 3RD QUARTER FY87
CONSOLIDATED:

AND BaR BEA BLY CAR CAS DYE
Il'-l.lllllIl'lllllIIIIIII'II!'IIIIII'l'.l'l’llI-l-lIIlI.-IIIIIII.Illllll'il'l'.ll'lll'..
SALES 848702 838007 107812 138180 371677 373701 202058
OROSS PROFIT ON SALES J40083 208859 194742 79108 1848122 175960 1470065
GROSS PROFIT X 82.42% 40.00% $2.08% 30.74% 49.81% 46.84% 82.14%
ACTIVITY REVENUE 00233 2590067 100436 73504 203477 146185 146668

GROSS INCOME BEFORE EXP 430318 5208817 205308 143672 3688200 3232118 287783
PERSONNEL EXPENSE 378615 200100 133000 868974 00772 225600 , 186350
PERSONNEL EXPENSE X S9.02% 37.408% 44.23% 42.02% 50.81% 43.27% . 44.00%
SUPPORT FUNCTION EXPENSE J4406 20251 20232 15110 36210 20022 .. J2551
MATERIAL RELATED EXPENSE 43444 89418 14373 63%9 2830612 10060 . 133]0
ENTERTAINMENT EXPENSE 10600 7057 aole 4247 1287S 5318 3862
ENTERTAINMENT EXPENSE % 2.40% 3.17% 8.089% 0.22% 6.15% 6.53% 5.64%
PROMOTIONAL EXPENSE 7972 33260 183513 13168 224512 287S1 20787
D&A (QLAC 790) 12773 3078 4652 271 42¢6 12222 4748
OTHER TNCOME 3%09 5044 3073 1188 2768 10382 8149
PACKACE STORE DIVIDENDS 76364 30043 $048 $747 %1290 12002 8631
IIlIlIllI'll'lllllllllIIlllIlOIIi"llllllll'l-uutlluagagul-'....-.--ll.’.u.ll.ll'lllllltl
NET INCOME 769 80372 -982 5369 28873 19822 34152

DINING ROOM:

SALES 568070 433220 162224 100730 3606775 305236 . 221838
OROSS PROFIT 208544 103460 81323 45030 142076 126607 107374
GROSS PROFIT X 50.77%  45.12% - 50.13%  45.20%  46.51%  432.13%  48.40%
ACTIVITY REVENUVE 30473 18833 9302 3439 5157 7962 9721
PERSONNEL EXPENSE 291086 188484 92744 54515 148006 141461 190227
PERSONNEL EXPENSE % 47.96%  41.00%  54.07X  51.33%  47.77%  45.30%  47.17%
llllIICI'-l'l'llll-"II.lI'I.-IlII.I-I.'.l"""l..IIII-..I.'I..l‘l.l...'llI-.-.I'-'..'..-
NET INCOME 1004 ~2068 23204  -12167  -27779 -31750 . 19027
NET INCOME X #.312  -0.64% -13.53% ~11.40% <6.01X% -10.17%  -4.33%
IllllIII'lllIl.IIlllltl'.'u.l'lllllIII'llll'.l'lIllII.'Illllt"lll'llllll.ll.ll'l'l'lllll
BAR:

SALES 59503 100801 34548 34548 62832 . 68830 . 5279)
GROSS PROFIT 30435 72104 23181 23340 41703 46505 36790
GROSS PROFIT X TT.00%  71.53%  60.87%  67.56% 66.37%  67.65%  60.69%
ACTIVITY REVENUE 0 1383 149 257 0 252 106
PERSONNEL EXPENSE 14147 37289 10369 9397 23957 22557 17664
PERSONNEL EXPENSE X 27.90X%  30.49%  20.86%  27.00%X  38.13% 32.05%  33.39%
.lIl-I-llI.ll-I'.-.l."'I.l.""l.l.l'll.lll.‘llllllI.I'..'II--.-IIIIUII'I.-III..'.'l."'
NET INCOME 20173 34494 5170 7739 8023 13001 13811

NET INCOME x 30.07% 33.76% 14.00% 22.21% 14.30% 18,05% 26.11%
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O0M YEAR TO DATE FINANCIAL DATA 3IRD QUARTER FY8T7

CONSOLIDATED: ELL FAl FEW GRA GRIF GRIS K1s
S LS CIIIN S S I IS TSNS IS IIITINSTSNISSISISESESSESEESEUNTSISESETNINESESSSETNSESRISNNTET
SALES 283539 302220 234183 200617 224055 240048 230400
GROSS PROFIT ON SALES 149500 155541 160011 1935682 1190072 140042 i10020
GROSS PROFIT % $2.76% $1.47% 42.71% 51.63% $2.03% 56.50% $0.07%
ACTIVITY REVENUE 120235 111369 107528 81608 124200 82%05 74820
GROSS INCOME BEFORE EXP 269828 266910 207537 185190 243281 203447 1945490 .
PERSONNEL EXPENSE 189769 192837 121963 125885 147003 125059 1306390
PERSONNEL EXPENSE % 47.00% 48.63% 35.60% 44.,00% 42.38% 49.14% 44.495%
SUPPCRT FUNCTION EXPENSE 22538 35078 32570 25003 26653 188598, 17675
MATERIAL RELATED EXPENSE 12669 2202% 15231 14234 134901 11088 8347
ENTERTAINMENT EXPENSE 5782 J659 6432 4280 0395 1840 3770 .
ENTERTAINMENT EXPENSE % 4.02% 3.50% $5.47% 6.44% 0.47% 3.17% 4.71%
PROMOTIONAL EXPENSE 14070 19806 12243 13882 23679 8044 11034
D&A (GLAC 799) 149032 7186 287 104901 [-1-1. 38 34290 4140
OTHER INCOME Je4q2 3369 3018 6098 1838 6073 2083
PACKAGE STORE DIVIDENDS 7576 19110 3082 15227 70890 4758 2060
T3S ENES TN ETIEESSTIISEIISIEESUSIEEEI SRS IZUTSSSSSLESTENSSSESNESEEIEETISSISSESNINES
NET INCOME 8352 “4079 18720 22 13607 20001 2826

DINING ROOM:

SermcewsTercerceT o et T s e s e s eseeee D A L L LR L T e P P P P Y PR R R N R R R L ]

SALES 214388 204780 123008 192856 171417 210682 190568
GROSS PROFIT 108256 91851 6706% 73849 83047 115076 88962
GROSS PROFIT % 56.50% 44.85% 54.48% 48.31% 48.45%  S54.02% 46.00%
ACTIVITY REVENUE 13051 7302 5602 4908 9450 13059 813
PERSONNEL EXPENSE 118708 118138 67701 83630 93184 94700 87¢82
PERSONNEL EXPENSE % 51.99% $5.68% 52.04% 83.01% 51.%2% 42.33% 45.5ex
23S IS ECESEESESEE IS EEE LIRSS S IECEEEESESSESISITESESSSSNESESSERAEIESRUSAESENSESEEEEEEEBEINES
NET INCOME -1462 -31248 -1399 ~21018% -25763 16013 -12005
NET INCOME % ~0.84% -14.73% =1.00% ~=13.32% ~-14.24% T.43% =8.27%

BAR:

E e e P PR R R PR R R R R P R R PR R R PR R R R R R L R L E R LR L LR g

SALES 63223 04201 44518 48743 48804 37713 47121 .
GROSS PROFIT 40209 02000 26762 29363 34180 25567 30147 ¢
GROSS PROFIT % 63.60% 66.39% 00.12% 62.82% 70,05% 67.70% 63.008%
ACTIVITY REVENUE @ 137 231 4 L 178 L
PERSONNEL EXPENSE 18388 34020 14536 12802 17504 15868 18362
PERSONNEL EXPENSE X 20.08% 36.04% 32.48% 27.30% 36.08% 41.87% 32.30%
TS IES SIS EESZEEEEIEIFEIESEEEIEEINLCIEEEESSESEFEEE NS ETECESS S S S ETESESENSEEESEESESEISSEEESSESERT
NET INCOME 18656 205%7 2780 0730 9639 7923 18502
NET INCOME % 24.70% 21.77% 0.21% 20.80% 10.7%% 10.86% 23.20%

133338 IS IS ESINESE SIS ISESSSEEIICESEIEEESECEIEISENSTSESSSESEESESESESESEZINSTNESEERNNETREE
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OOM YEAR TO DATE FINANCIAL DATA JRD QUARTER PYe?

CONSOLIDATED: LoR L MAR . NCC MIN oFF PEA
|'-ll".Il.lI!l!.lltll!tllIllllICl'IIll"ll..'lIIl.l..lll.l'l"'ll'l.l.'l.'lll....l'll'l'
SALES 333001 336651 002218 2020227 243640 1136167 460365
GROSS PROFIT ON SALES 136620 117608 341783 134878 120046 891266 236479
OROSS PROFIT % 53.66%  40.78%  86.75%  54.02%  $2.37%  83.84%  81.38%
ACTIVITY REVENUE

77559 84570 202308 te1807 199033 843%8% 124072
OROSS INCOME BEFORE EXP 214378 292370 944377 3509543 237679 1234851 01142

PERSONNEL EXPENSE 182266 156170 412171 208886 150082 721174 255360

PERSONNEL EXPENSE ¥ 48.79%  49.24%  51.31%  $4.44%  45.11%  40.82%  43.64%
SUPPORT FUNCTION EXPENSE 21160 20757 43362 25208 27933 62083 33601\
MATERIAL RELATED EXPENSE 17184 19664 26693 5149 141610 70379 32873,
ENTERTAINMENT EXPENSE 3330 1209 19570 2084 7734 22012 3638

ENTERTAINMENT EXPENSE X 4981 2.73%  3.41%  4.20%  6.99%  5.20%  4.80%
PROMOTIONAL EXPENSE 132019 7531 16840 140690 13865 69936 34000
DEA (GLAC 799) so4 7914 4019 3831 11144 87822 7311

OTHER [NCOME 2657 3052 10363 4012 86041 21728 0307

PACKAGE STORE DIVIDENDS 11789 ¢ 17776 22849 11003 33386 3993

"'II'.'I.".II.-...'l'..'

.'l"'ll"..'lIIIIIIlIIIII"'.I'I'I'.I'I"II"l.'.lll."l'.l!"

NET 1INCOME =930

~35567 21441 4498 0011 216332 7500
Illl"lll.lI.l-lIllllIIlll'lIllll.lllllI'..II.l'llIl.llIl'.l"lllll-.lllll.lll.I..l..l'l.
DINING ROOM:

SALES 187380 183807 400747 230562 184149 920632 Jolesz
OROSS PROFITq ¢( o - <% 98569 BT783 250002 120027 B8T3IS 446137 193841
GROSS PROFIT % '* 52.60% {7 7dox 53.30%  82.06%  47.43%  €7.90%  ¢9.40%
ACTIVITY REVENUE 1342 53 30385 11820 8315 (] 0
PERSONNEL EXPENSE 90883 103005 _ 283226 132382 195149 451030 182446
PERSONNEL EXPENSE % < " $2.87%  86.94%7

$6.63%  54,02% 84.63% 46.61%  40.%&%

Il'Ill'llllll-l'lIll'.ll'llll'llll..ll.'-"ll-.""'ll'
NET INCOME -8733 “31700 -20%12 17107 -172%4 ~873%3 =37336
NET INCOME X% ~4.62% ~}17.24% =5.00% ~7.96% ~8.90% -9.39% =-9.93%
llllll..llllll'lll'..llllllllII....l.Il.‘U.llll..'.l'...'lll..l.....l.lll.lllll...'l""l
BAR: :
SALES 87219 90647 128470 47389 57002 187336 68301 .
GROSS PROFIT 35927 29018 80610 4101 3a81% 1309082 42039
GROSS PROFIT % 02.79% 56.48% 00.73%x 72.10% 06.03% 73.13% 03.33%
ACTIVITY REVENVE 9 9 1319 047 1 ¢ [ 2]
PERSONNEL EXPENSE 13581 10880 47524 17108 1985893 00823 23014
PERSONNEL EXPENSE % 2I.74% 33.34% Jo.61% 358.04% 33.08% 38.67% 32.14%

llll'lllllll"llllllllII.llllIlIllIlIIIIlIIl.II.I'IIlII
NET INCOME 15424 0049 29654 13380 16279 33332 - 17993
NET INCOME X% 20.96% 11.93% 22.03% 27.00% 28,103 17.06% 25.08%

!'!.Ill.ll'l'llllllll...lll'lllllll.lll"ll.llll.l‘l'lIIIlllll"'lllllll'll'llll'.‘:ll‘l.
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OOM YEZAR TO DATE FINANCLAL DATA JRD QUARTER FY67
OOM

NCOOM CMD

CONSOLIDATED: * FLA VAN WH1 . WUR TOTAL TOTAL - TOTAL
SO N E s NN NI EcEsEEIEaERI I ET I IsEIEaEsTeNRUIESUIEEORINETEEIuaEsIOIREsETETREENTOEETY
SALES . J00014 508083 168430 159085 8651037 17187455 25608402
OROSS PROFIT ON SALES 175638 265873 00000 o0090 4530300 8657001 1317737¢
QROSS PROFIT % $8.42%  52.33%  %3.07%  69.57% $2.3%% S9.40%  81.96%
ACTIVITY REVENUE 02348 1628%6 74040 07623 3440381 3905134 0531489

OROSS INCOME BEFORE EXP 207076 428720 174930 150523 7900720 13134000 20101010
PERSONNEL EXPENSE 156781 336938 128006 105116 8440227 « TT6132) 13210780
PERSONNEL EXPENSE X 30.00%  50.08%  49.90%  48.26X% 45.04% - 33.34%  40.0%5%
SUPPORT FUNCTION EXPENSE 16644 38008 20054 23188 717082 1135142 1852704
MATERIAL RELATED EXPENSE 18160 16070 13849 13210 822000 821357 1344047
ENTERTAINMENT EXPENSE 2545 4075 4218 5000 154400 984355 1136701
ENTERTAINMENT EXPENSE % 8.70% $.903% 5.63% 8.50% 8.34% 8.%0% ' '5.04%
PROMOTIONAL EXPENSE 32013 35738 10550 13631 401033 781814 1242047
D&A (QLAC 709) 13492 8615 332 4063 200672 244393  4%4173
OTHER INCOME 7623 10376 2390 2987 184217 339065 4046032
PACKAGE STORE DIVIDENDS 8700 8844 2771 6391 373306 673738 1946131
lll.l.l....!!-!-l.III!I...III'UI!Ill.l.l.ll...l.l'l"l.l.".lll.l..!!I.......".ll!!"l,.!.lIU.
NET INCOME 15486 -3832 -187686 5742 430881} 307600 8064SI
SN NN N EEE T OO NS NN INEEEREIINEENEEORO OO NSO NOINENOOIIREENIREEIIEEEUEEIENSEARREIEIBENID
DINING ROOM: : : o
SALES 231038 419210 132180 11316} 0800730 766680321 14828777
GROSS PROFIT 130766 293708 04434 70300 " 3381800 30498390 7331419
OROSS PROFIT % 80.61% 48.61%  48.75%  09.00% 49.20% 40.57%  40.44%
ACTIVITY REVENUE 14200 21%69 030693 2258 230194 144307 302301
PERSONNEL EXPENSE 100088 226389 73957 60040 3508304 J6711%0 7170814
PERSONNEL EXPENSE X 40.80%  B1.36%  83.38%  851.13x 49.43% 45.2%% ° 47.128%
SE SN SIS IR ISl NET NSO U EEINERCEENEETIEEORNUEINETUIERPEEEUNTOORIRRERRNASLS
NET INCOME 4082 30440  -21070 4990 «403003 =453511 " -Q10004
HET INCOME X 1.66%  =0.91% -15.63% =3.4I% -0.%2% =5.50% " =0.83%
lil.ll......l.!...l-'.II...'l'.!!!..!""I!!I.'.'lll!l-I-I-'lll'.I.I'I'Ill.l.....-.l.l!!!’,'l'.
BAR:
SALES 601900 87104 40603 32108 1610086 5015137 7534213
OROSS PROFIT 449328 61879 32232 20374 1996167 3041056 5940023
OROSS PROFIT % 6%.390x 70.81% 68.78X%  03.38% 07.83% 66.65%  60.01%
ACTIVITY REVENUE 1293 264 47 83 61278 12031 18396
PERSONNEL EXPENSE 16544 20548 13101 13008 g3606%8 1661360 3318938
PERSONNEL EXPENSE % 23.62%  30.38%  28.13%  40,33% 33.03% 20.37%  20.37%

SO SEEINPPERRESPPEEUNEINENTNRRNT TN OOOUNUT NI TURRIIIIETSRTREEPPEPEEEEENNOESERIDIEESRSEETREEES

NET INCOME 24520 23330 0804 3738 373014 10557907 2320611}
NET INCOME X 35.33% 20.00X% 20.47% 11.%8% 33.01% 33.90%  J9.85%

I EETEEINIIUN IR EEEP R IR ORI RT TR EEETIEOEERPEEOP RO EEEEEYEEIOEItREEIEOPIRNEEIRERESD
e see
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APPENDIX B
SURVEY

NO POSTAGE NECESSARY
POSTAGE HAS BEEN PREPAID BY

University of Montana
MCMEP MBA Program
Malmstrom AFB,
M1, 59402-5000
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Officers' Club Member Survey

This sucvey is Seing conducied By the University of Montana NBA Program on behalf
of the alastzom dfficers® Club. Plesse cosplete the survey 30 that secvice at the
Open Mess continues tO Beet your needs. After completing the sutvey, please fold
it in Ralf wizh the address on the ocutside, seal ¢, and drop It In the sail. Your
coopezyzion in completing the sutvey is sincecely appreciated.

™e suctzey includes statesents sbout various aspects of secvices provided at the
Officers® Open Mess. Ciccle the one respoase that best astches yout opinioca about
each sti2eneat.

Serongly Sccongly
Stacesezs ! through $ tefer to the AMtes Mree Ondecided Disagree Disagree
Oflicers' Club Dining Pacilities: {SA) 1AC) o) {DA) {S0)
1. Te Jualicty of the aeals secved £~ Y A o OA 30
at the Tluo is good.
2. Tre aitecrs/wvaltcesses ot the Clud £ A o oA S0
provide prompt secvice.
3.  The witars/wvaitresses at the Clud = AC oN DA )
Pravide couezecus sesvice.
4.  Th2 lunch and dinner prices at the Y G o OA 0

Clud ate genecally lover than lunch
and dinnez prices at sisilag oll-
Base tesiautaats.

S. The vaciety of sene itezs at the $a G o DA )
€Y is adequate.

Statesents § through § refec to the Officers® Clud inforasl lounge “Whisker-01.°

6. The availadility of happy hours 1Y N o4 DA 0
is adequate.

7. Otiek prices ace genezally lovec 2 aM o on E -
thaa drink prices at siailac off-
Base establistwments. .

8. I prefer the atwosphete in the A A oy DA 2

*Wiiskey-01" lounge to comparadle
ofl-base escadlisheents,

Stateneass 9 and 10 tefec to the Officers® Clud $iceplace cockeafl lmg‘ .

9. The ataosphece §n the cocktail S\ o bA 0
lounge is better than the
aosphece {a siailac off-dase
es2sblishments,

10. The drink prices in the cockeail SA K o CA £
lcunge ate genesally lover than
d:zing prices In sisilac ofli-Sase
esisblishments.

Please Indicate the sost cecent special funciion you tteaded st the Jlicers'
. "8ad Luck® Party — Octodeszfes: - Wine Tistamg v Teac's

“Bad Taste® Pacty __ Arc Auction  __ § have sot sccended sy of thes
1€ you attended one of thesa funczions, plesse c:iccle the one respease that M
satches yout opinion of each of the following stacemencs:

11. The quality of the entertainment A » o™ oA
ot the special function was good
(if spplicavle).

12. The quality of the food at the s M o oA
specisl funczion vas good (it .
aoplacable).

13. The price of adoission at the sa N o oA 8

special funciion vas reasonable
consideriog the secvice provided.

-

The curctent opecating hours of the 0ficers® Clud 32e:

Dining Room tunch - Tues they T2, 11:30 A-2:90 M
. Dinnet = Tues snd Wed, €:00-3:00 1, Thurs theu Sat, €300-9:00
miskey-01 Tues theu Pri, 4:00 - 10:00

14. 0o the cuccent hours of coecation see: your aeels? _ bad
1£ you answeted 00, in vhich ares €ould the Scurs be iaptoved, an] hov?

15. So that we 3sy better sesve your 2eeds, plesse cwck, the one block i each of
the (olloving categocries which best describes you:

s}  Meadecship: b I¢ Active ducy: €) macical Seatus

— Active Outy e " joc - Pactied
Reticed Officec e T tecel — Ormaccied

— 0.0.D. Civilien —Cpc __ Col

— Othet (Please

specity)

4) Aboyt how smany tises per month e.  ASout Bov 3y tises get month
do you have lunch oc dinner 2t do you have luach ot dinnec
off-base gestaurants? the Officec* Club?

0-3 times o 10-12 tizes i timaT __ 10-12 ticw
T 4-6 tises woce than 12 T 4-6 tiex __ wote thanll
T 29 tises tives tises

f) Do you have children under 9. st is your sge?

undec the age of 18? -2 __ 430
Tes ™ 230 __S1-s8
- —n-ys S0
%40 ___ 6o
T aes

Please feel (tee to make any Suggestions you think 3.3% iaptove v/ of the secvice
provided ot the Officess' Clud. Thank you very aus~ 3¢ your coopa’stion In gesucni
the sucvey by 1 Apcil 1933,

o
o o}
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