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CHAPTER 1

Introduction

Foodservice operations were relatively simple when the
economy of the United States was based on agriculture.
Bolhuis and Wolff (1989) stated that the foodservice
manager had little need to know anything more than basic
accounting and financial management in those times. Through
the nineteenth and into the twentieth century, scientific
and technological development altered the form of ownership,
the growth of large corporaticns, and new concepts in
financial management. Today even a relatively small
foodservice establishment needs substantial capital to
finance its operations. The modern foodservice manager
recognizes the importance of accounting and financial
management for sound operating decisions.

Baker (1988) stated that financial constraints are
greater than they have ever been. Department financial
information is a necessary resource for upper level
management. Sneed and Kreese (1989) suggested that
financial management is the key component for a successful
foodservice operation.

Several studies have identified the importance of
financial management in non-profit and profit foodservices.
Stokes (1985) suggested that cost effective quality
foodservice management enables health care, educational, and
correctional facilities to control costs, continue service,

1
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and maintain quality. Spears (1991) stated that control of
costs is important in any foodservice operation. Spears
further suggested that foodservice managers in both non-
profit and profit operations must understand financial
management concepts to analyze financial performance.

Sultemeier, Gregoire, Spears, and Downey (1989) stated
that the greatest challenge to college and university
foodservice managers is controlling increased food and labor
costs within a fixed budget. Jackson, Shanklin, and Gench
(1989) stated that college and university foodservice
directors have to address the following issues:
competition, fiscal accountability, students’ expectations,
nutritional guidelines, and government intervention.
Fairbrook (1989) indicated that the college and university
foodservice director should have the ability to interpret
financial statements, understand the importance of operating
ratios, and project realistic figures for income and cost
categories.

Foodservice managers have been responsible for
achieving operational goals (Yates, Shanklin, & Gorman,
1987). Yates et al. reported that it was necessary to
implement comprehensive financial management practices to
meet the needs of the department and organization. Dunn and
Brooks (1990) stated that the challenge of the 1990s is to
provide support for long term strategic decisions in

financial management.
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The purpose of this research was to examine the
financial management practices of directors in ccllege and
university residence hall foodservices. 'The specific

objectives of this research were to:

determine the financial activities performed in
cocllege and university foodservice operations;

examine the importance and time demand of these
financial activities as perceived by college and
university foodservice directors;

. determine financial characteristics of college and
university foodservice operations;:

compare the importance of financial activities based
on characteristics of foodservice directors,
operational and financial characteristics of college
and university foodservices, and use of financial
procedures;

compare the importance of financial procedures based
on characteristics of foodservice directors,
operational and financial characteristics of college
and university foodservices, and use of financial
procedures;

. compare the responsibility for financial activities
based on operational and financial characteristics of
college and university foodservice operations;

compare the use of financial procedures based
on characteristics of foodservice directors; and

explore the relationship between use of financial

procedures and the importance ratings for financial
activities.
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Chapter Summary
This chapter provided an introduction to the study and
explained the necessity of examining the financial
management practices in college and university foodservice

operations. The purpose and specific objectives were

presented.
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CHAPTER 2
REVIEW OF LITERATURE
Introduction
A literature review was conducted to determine what

previous research had found about financial management in
foodservice operations. This chapter presents a review of
literature related to college and university foodservices,
financial management in foodservices, and financial
analysis. The review of financial management in
foodservices includes: <college and university, hospital,

and hospitality industry.

College and University Foodservices

Anthony (1978) stated that non-profit organizations are
classified into two types. Type “A" non-profit organizations
obtained financial resources almost entirely from revenues
realized from selling goods or rendering services and type
"B'" non-profit organizations obtained financial resources
from sources other than revenues. College and university
foodservices are one example of type "A" non-profit
organizations. However, the author suggested that type "A"
non-profit organization’s financial activities basically are
the same as a profit organization.

Fairbrook (1979) stated that college and university
foodservice directors are important to the success of the

operation. The author suggested that foodservice directors
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should have enthusiasm, empathy, dedication, ethics,
outgoing personality, leadership ability, foodservice
knowledge, and awareness of and dedication to good
nutrition.

Anthony and Herzlinger (1980) stated that the success
of a nonprofit organization should be measured by the
contribution it makes to the public welfare. In contrast,
the success of a profit organization should be measured
entirely in terms of profitability.

Stephens and Shanklin (1981) reported that college and
university foodservice needs to provide variety in meal
service while coping with the current economic situation.
Therefore, the college and university foodservice must
provide what appeals to the student and stay within a
budget.

Up until the 1980s, college and university foodservices
were not considered to be in competition with off-campus
foodservices (Eckel, 1985). However, through the 1990s,
college and university foodservices competed with off-campus
foodservices. The author suggested that public relations is
necessary to let faculty, staff, students, and parents know
that the college and university foodservice gives good value
for the dollar.

Schechter (1989) reported that at the University of
California/Berkeley, the foodservice director made a plan

for a campus-wide dining renovation program to overcome the
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shortage of dining opportunities. The mission was changed
from providing meals to becoming an integral part of the
students’ residence life experience. The foodservice
provided a convenience store with a variety of food and non-
food items from six p.m. to midnight, five nights per week.
In addition, the foodservice provided a variety of meal
plans (five to 19 meal programs per week).

Bartlet and Bertagoli (1992) stated that non-profit
foodservice managers should pian new criteria for running
foodservices and new approaches to staff, equipment
technology, market strategies, and customer relations.
Kochilas and Scarpa (1992) stated that foodservice directors
in the student market continue to be faced with the mandate
to do more with less. On college campuses, foodservice
directors need to provide more variety in meal plans,
payment plans, and operating hours to lure students away

from convenience stores and guick-service.

Importance of Financial Management in Foodservice
Studies of College and University Foodservices
George and Hecker (1960) stated that the general
requirement of accounting in foodservice included cost and
performance reports, financial statements, operating
reports, cost accounting of foodservice functions, and

auditing. The authors further suggested those activities
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should be done by all foodservice personnel, from the
director to the manager of the unit.

McLaren (1980) stated that most foodservice
administrators accept cost containment as a challenge rather
than a threat and as an opportunity rather than a problem.
Fromm, Moore, and Hoover (1980) suggested that computer-
assisted cost accounting enables the manager to assess the
effects of decisions on revenue and expenses quickly.

Adams and Vaden (1981) conducted a study to assess
competencies, tasks, and responsibilities of professional
staff in the college and university foodservice. A total of
104 foodservice directors of the National Association of
College and University foodservices (NACUFS) member schools
participated in this study. The questionnaire consisted of
four parts: information about the foodservice operation,
perceived value of education and work experiences, and
functional and educational responsibilities of the
professional staff. Twenty-one of 48 functional
responsibilities were rated as "essential" by directors.
Functional responsibilities concerned with financial
management, such as planning budget and conducting financial
analysis, were rated "essential" by foodservice directors.

Fairbrook (1989) suggested ten criteria that are useful
in determining the ability of a foodservice director: human
relation skills, attitude, supervision, contact with

clients, budget preparation, cost controls, strategic
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planning, merchandising ability, public relations skills,
and understanding and working in harmony with the stated
mission of the institution. The author further suggested
that directors must know how to control inventory
effectively, forecast production realistically, and control
cash.

Sultemeier, Gregoire, Spears, and Downey (1989)
examined managerial roles in college and university
foodservices at three organizational levels
(associate/assistant and foodservice directors, unit
managers, and managers responsible to unit managers). The
study sample included 999 foodservice managers at 80
National Association of College and University Foodservice
(NACUFS) member schools with a minimum annual budget of $3
million. Respondents rated 51 activity statements on
importance and time demand. Results showed that the
following activities relating to financial management were
rated as "very important® by associate, assistant, and
foodservice director groups: preparing budget and
authorizing expenditures.

Nix (1990) suggested that each week the foodservice
manager should discuss the income/expense statement with the
management for controlling costs. Nix further stated that

managers need to be aware of cash flows.
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Studies of Hospital Foodservices

Drake (1975) studied hospital foodservice accounting.
The author suggested that the financial performance report
lets the foodservice administration know immediately if the
manager operates within the budget. The author further
suggested that the financial performance report enables the
manager to determine the current financial status regarding
direct expenses.

Berkman (1980) studied cost control concerns, ideas,
and approaches that have provided positive results for the
foodservice department at Cedars-Siani Medical Center, Los
Angeles. Results indicated that cost containment can be
achieved through the use of methods of measuring,
controlling, and modifying food costs and quality, labor
costs, and departmental procedure.

Vraciu (1980b) studied decision models for capital
investment and financing decisions in hospitals. Vraciu
suggested three steps for the multi-period decision models
for investment and financing decisions. These steps are:
identify, analyze, and measure potential solutions to a
predetermined problem; analyze each option using multi-
period financial decision models; and apply an appropriate
decision rule based on measures of financial performance.

Tipgos and Crum (1982) investigated the application of
management accounting concepts to the health care industry.

The authors stated that the crisis in the health care

10
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industry in the 1990s was the result of three factors: the
inflationary pressures on the economy; partial government
ragulation on the industry; and high operating costs due to
inefficient operation in the industry. Three ways to
overcome the crisis were presented: controlling costs,
developing standards, and formulating a pricing strategy.

Stokes (1985) stated that the trend in hospital
foodservice is toward restaurant style menus with a
combination of selective and non-selective menus. The author
recommended that production costs be standardized,
monitored, and controlled.

Yates, Shanklin, & Gorman (1987) compared health care
administrators’ and dietetic educators‘’ perceptions of
importance for competencies of foodservice directors and
managers. Questionnaires were returned from 210 (54.8%)
health care administrators and 78 (50.6%) dietetic
educators. Respondents were asked to rate the importance of
57 competencies representing the following areas:
financial, technical, personnel management, nutrition
services, production, and marketing. Health care
administrators rated financial competencies higher in
importance than did dietetic educators. Health care
administrators indicated a desire for foodservice directors
and managers to demonstrate proficiency regarding financial

competencies.

11

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Palacio, Spears, Vaden, Downey (1988) conducted a study
to determine the effect of organizational level and practice
area on managerial activities and roles of professional
staff in hospital dietetic services. A nationwide sample of
3,280 dietetic professionals in hospitals with 300 beds or
more participated. Mintzberg’s 10 managerial roles were
used as the basis for developing an 80 item instrument on
which respondents rated each item for importance and time
demand. Activities relating to financial management were
preparing budgets, authorizing expenditures, obtaining
information from operating reports, and developing a capital
expenditure proposal. These activities received ratings of
"very important" to "essential.®

Greathouse and Gregoire (1988) studied financial and
operational parameters affecting selection of foodservice
systems. The research sample consisted of 33 conventional,
22 cook-chill, and 11 cook-freeze foodservice systems less
than ten years old in hospitals of 300 beds or more.
Operating cost data were collected using a Questionnaire;
financial data for each hospital were obtained from the
Freedom of Information Officer in Washington. No
significant difference was found in the number of Full Time
Equivalents (FTEs), skill level of employees, square footage
of the department, operating hours for production,
cafeteria, and patient tray areas, turnover rate,

absenteeism rate, and overtime hours among the 66 hospital

12
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foodservices. Analysis of financial data indicated no
significant differences in salary, overhead, or total
departmental costs.

Hoover (1989) developed a comprehensive financial
management systems model for the health care foodservice
industry. In Phase I of the study, financial management
systems models were developed utilizing the Delphi
Technique. The comprehensive model included 168 individual
financial management concepts. In Phase II of the study,
questionnaires were returned from 187 (37%) foodservice
directors and 100 (20%) chief financial officers of health
care organizations. Chief financial officers were asked to
identify expectations of foodservice directors’ roles in
financial management, while foodservice directors were asked
to identify current practices related to the collection and
analysis of financial data. Both groups were asked to rate
the degree of importance of financial management to the
success of the foodservice department. No significant
difference between the ratings of health care chief
executive officers and foodservice directors were found in
regard to the role of the foodservice director in financial
management or the importance of various components of the
financial management system. The author suggested the
schematic and comprehensive financial management system
models could be utilized as the standard with which to

compare current financial management practices.

13
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Dowling, Lafferty, & McCurley (1990) compared the
perceptions of hospital administrators, food and nutrition
department directors, and management dietetic educators with
respect to the credentials and administrative skills
required for a director of a food and nutrition department
in a hospital with 300 beds or more. Questionnaires were
returned from: 90 (68%) directors of food and nutrition
services; 70 (53%) vice presidents of hospital operations at
132 hospital in five midwestern states; and 46 (82%)
educators on the 1986 to 1988 membership list of the
Foodservice Systems Management Education Council. The
questionnaire consisted of three parts: (a) credentials
required; (b) skill categories ranked in order of
importance; and (c¢) facility description and credentials of
participating administrators and directors. Findings of the
survey showed that financial skills were ranked third in
importance for directors by total respondents. The skills
ranked first and second were management skills and

communication skills.

Studies of Hospitality Industry

Kosturakis and Eyster (1979) studied operation
budgeting practices in 15 small American hotel companies.
The results showed that all companies primarily used the

budget as a control tool. However, all hotel managers did
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not use cost-volume profit because of the lack of knowledge
of the application and understanding of the value. The
results of this study suggested that the budgeting process
should be characterized by significant participation of the
managerial and supervisory personnel to generate widespread
commitment to budgeted goals.

Mariampolski, Spears, and Vaden (1980) studied the
skill and knowledge for beginning foodservice managers.
Questionnaires were distributed to 204 managers. These
included: officers, past presidents, and other directors of
the National Restaurant Association (NRA); restaurateurs of
the NRA; and participants of a NRA purchasing seminar. A
total of 89 questionnaires were returned. The following
cost control competencies were rated as "essential":
planning budget and interpreting financial data.

Lane (1985) stated that financial plans are required
for a restaurant business at any stage in its life cycle.
The author suggested that a more appropriate starting point
would be to identify fixed and variable costs to determine
appropriate goals and objectives for the business.

Hornaday and Wheatley (1986) studied the relationship
between managerial characteristics and the financial
performance of small business. The authors identified the
managerial types as: c¢raft, promotion, and administrative.
The sample consisted of small eating and drinking place

managers in southwestern cities. Usable responses were
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cbtained from 31 operations using an interview protocol. No
combination of managerial type and organizational goal
resulted in higher profitability. Restaurants managed by
different managerial types and pursuing different growth
goals showed similar profitability. The authors concluded
that no "one best mix" of managerial type and organizational
goal emerged.

Schmidgall (1989) analyzed the results of two surveys
designed to rank the degree of importance and usefulness of
the financial ratios. The surveys were completed by 115
general managers and financial executives in the lodging
industry. Both general managers and financial executives
rated the operating ratio as high in importance. Respondents
rated profit margin as the most useful ratio.

Schmidgall and Ninemeier (1989) analyzed and compared
budgeting practices in lodging and foodservice chains. a
total of 30 hotel and 31 foodservice managers responded to a
mail questionnaire. The results showed that 17 (57%) of the
hotel chains and 18 (58%) of the foodservice managers
participating in the study used bottom-up budgeting.
Foodservice managers controlled food, labor, and beverage
costs through budgeting process.

Tavin, Moncarz, and Dumont (1989) analyzed financial
failure in the hospitality industry. The factors
contributing to financial failure were: lack of execution

of company management, ego of the founder or chairman,
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overexpansion, non-diversification in the market place,
abandonment of a successful concept, seeking growth and
assuming profits, lack of adequate internal controls, and
poor renovation.

Haywood (1991) studied a strategic approach to managing
costs in restaurants. The author suggested six keys for
developing strategy: objectives, structure, communications,
education, activities, and rewards. Strategy provided
short- and long-run cost reductions by maintaining cost
management activities.

Damitto and Kagle (1991) studied controllers’
perceptions of the importance of accounting skills to
lodging managers. The survey was conducted with 400 members
of the International Association of Hospitality Accountants
(TAHA)}. A total of 135 (34%) Qquestionnaires was returned.
The results showed that controllers rated the operating
budget and income statement high. The 15 accounting skills
were divided into 3 groups. The skills in the first group
with an overall rating of "4" or above or very important to
the lodging managers were: understanding of income
statements, operating budgets, variance analysis, cash
budgeting, and financial forecasting techniques. The second
group of skills (3.61 to 3.99), rated important by the
lodging managers were: capital budgeting, pricing theory
and procedures, payroll accounting, understanding the

balance sheet, and inventory management. The third group
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(3.01 to 3.59) included internal auditing, cash flow
statement, flexible budgeting, break even analysis, and
ratio analysis of financial statements.

Geller (1991) stated that the hospitality industry has
the following characteristics: many cash transactions,
small operations, relatively low skill jobs, positions with
low social status, and use of commodities. The author
suggested two approaches for tighter internal control:
controlling accounting documents and auditing food and
beverage income periodically.

Kreck and Rutherford (19391) studied measures of
foodservice operational success. A 61 item gquestionnaire
was mailed to 74 selected foodservice professionals who were
well-recognized throughout the industry as a result of
awards (Ivy, Diplomate), service on the association boards,
or articles in the trade press. Net profit was the tool
ranked first for profit measures. The tool ranked first for
cost measures was direct materials cost. Foodservice
directors ranked operating ratio first for financial
measures.

Schmidgall (1991) studied financial planning by
contract foodservice management companies. A total of 16
foodservice managers responded to a questionnaire regarding
the preparation, revision, and use of budgets. Fifteen
(94%) of the foodservice managers surveyed used a bottom-up

approach, while the one remaining manager used a combination
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approach. Most foodservice directors (72%) were responsible
for preparing the unit’s budget. Fifty percent of
foodservices revised the budget during the current operating
year. All 16 foodservice managers used the operating budget
for control purposes. In 14 of the operations, foodservice
directors were responsible only for labor and food costs.
Nording and Wheeler (1992) studied a market-segment
accounting model to improve profits. The author suggested
that foodservice managers need to determine optimal market
mix and define market segments for the restaurant. Then,
revenues and expenses were divided by market segments for
building the model. Finally, managers could control revenues

and expenses by market-segment.

Financial Analysis
Financial Statements
George and Hecker (1960) stated that financial

statements can assist the director in analyzing the
percentage relationships of food, labor, and other expense.
Keiser (1989) stated that foodservice managers must be able
to understand and use financial statements to evaluate the
financial status and progress of the operation. There are
two basic financial statements: an income or a profit-and-
loss statement and a balance sheet. The income statement

shows the difference between the total sales or income and

19

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



the total costs; a balance sheet shows financial condition

of an enterprise at a particular time.

Balance Sheet

A balance sheet is based on the fundamental equation:
Assets = Liabilities + Equity. Accounts receivable,
inventories, current assets, fixed assets, and liabilities
are required to prepare and analyze a balance sheet (Keiser,
1989). Coltman (1991) stated that the balance sheet gives a
picture of the financial position of a business at a

particular time.

Income Statement

The income statement can be divided into three parts:
sales, expenses, and profits. Increases or decreases in
sales can result from covers served or prices received per
cover. For analyzing profit, the operating ratio is an
important one used by foodservice operators because it shows
the profitability of the operation based on the amount of
sales (Keiser, 1989). Coltman (1991) stated that the income
statement shows the operating results of the business over a

period of time.
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Budget

Sweeny and Wisner (1975) studied the relationship
between budgets and profit. To reach budget targets and
project profits, the authors suggested that managers should:
have valuable information; be ready for facing a variety of
unfortunate events and unforeseen developments; make a
revised estimate of results for the new situation; and
identify the impact on profits.

Anthony and Herzlinger (1980) stated that four phases
of financial management control included: programming,
budgeting, operating, and reporting and analysis.

Abdelsamad (1980) suggested participation of top management
in planning and budgeting should be helpful in addressing
current uncertainties. For planning of a health care
organization, Vraciu (1980a) suggested the Programming,
Budgeting, and Control Processes (PBCP).

Churchill (1984) stated that top managers know the
company ‘s goals, strategies, and available resources, while
unit managers have the detailed knowledge of the environment
and the market place. Therefore, the author suggested that
managers can use the combination of the top-down approach
and the bottom-up approach for effective budgeting.

Minno and Bhayana (1984) stated that the budgeting
process is comprised of three distinct phases: the
evaluation phase, the planning phase, and the control phase.

According to the study, a diligent attempt at those phases
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would produce the following benefits: evaluating the
cocmpetition, developing more complete and more accurate
financial records, defining sales, expenses and profit
goals, and uncovering variances from the budget on a monthly

basis.

Operating Budget

Sneed and Kresse (1989) defined operating budget as the
planning of revenue, expenses, and prcfit for a specified
time period. Patterson (1980) stated that a major purpose
of the operating budget is to make an assessment of whether
the policies of the business are likely to lead to an
acceptable financial result for the next year. For an
effective operating budget, the author suggested that it
should be participative, challenging, motivational, tailored
to individual units, flexible, and responsibility-oriented.
Kaud (1983) stated that a monthly operating statement should

be compared with the forecast operating budget.

Capi“i6tal Budget
Keiser (1989) defined capital budgeting as the planning

of expenditures beyond one year. Capital expenditures
include improving, expanding, or replacing equipment,
buildings, or land, purchasing new equipment, replacing
existing equipment, renovating facilities, and purchasing

new facilities (Sneed and Kresse, 1989). Capital budgets
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are prepared for at least a three-year period with a yearly
estimate of expenditures. For decision-making, the
following analyses should be used: cost-benefit analysis,
payback period, net present value, or internal rate of

recurn.

Tools for Analysis

Coltman (1979) stated that the figures on the financial
statements show only part of the story. Ratios, percentage,
or turnovers can be more meaningful and more useful for
decision making. Keiser (1989) suggested that the most
significant figures from a cost standpoint are the food cost
percentages, the labor cost percentages, the inventory

turnover, the average sales per cover, and the profits.

Cost-benefit Analysis
Bootman, Rowland, and Wertheimer {(1980) stated that

cost-benefit analysis is a basic tool that can be used for
improving the decision making process. The most commonly

used decision-making criterion is the benefit-cost ratio.

Cost-volume-profit Analysis

Cost-volume-profit analysis shows the relationship
between cost and volume factors. This relationship can be

expressed graphically on a break-even chart. The
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contribution margin provides information about contributing
amounts to overhead and profit.

Break-even analysis. A break-even analysis provides a
simple and logical analytical technique for studying the
relationship among fixed costs, variable costs, and
revenues. Break-even analysis can be a helpful tool in
analyzing the cost-volume-profit relationship. Doering
(1979) suggested that foodservice managers use the break-
even chart for incorporating information on the required
production level. Break-even analysis can be used for
determining maximum variable costs, calculating the shutdown
point, approving credit applications, measuring past
performance, new product introduction, and increased
competition (Small Business Report, 1986).

Contribution margin. Cost-volume-profit
relationships can be analyzed by the contribution margin.
Keiser (1989) defined contribution margin as the differences
of revenue over the variable costs. Therefore, it is the

contribution to the recovery of fixed costs and profits.

Food Cost Analysis
Ferguson and Selling (1983) stated that higher food

cost percentages indicate the existence of theft, excess
spoilage, or poor internal controls. Robson (1986) stated

internal control of the operations can ensure that the
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foodservice obtains the greatest value from each food
dollar.

For improving food cost, Mick (1990) suggested a key-
item report that can be made using the following steps:
choose key items; compute weekly usage; compare weekly; and
analyze data. Key items need not be restricted to food.
The author stated that this analysis provides foodservice

managers insight into the causes of problems.

Inventory Turnover

An inventory turnover rate can be calculated to
determine the frequency at which the inventory is being
used. Food inventory turnover usually ranges from twenty-
four to forty-eight times per year, and beverage turnover
from six to twelve times per year (Sneed and Kresse, 1989).

The higher the turnover rate, the less money is invested.

Labor Cost Analysis

Keiser (1974) stated that labor cost is a major
consideration to foodservice operations. Non-profit
organizaticns like hospitals and schools must analyze labor
costs. Labor cost percentage means the amount paid for
labor compared to sales dollar volume. It is difficult to
compare the labor percentage because labor cost of an
operation depends on the menu, the amount of convenience

food used, the layout, the equipment, the labor market in
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the area and the services provided. Pavesic (1983) stated
that reliance on the labor cost percentage analysis can lead
foodservice managers to incorrect conclusions about worker
productivity. Pavesic suggested that in addition to the
standard labor ratio, total labor hours, sales per labor
hour, covers per labor hour, labor cost per labor hour, and
labor cost per cover per week are better tools for adjusting
labor costs. Stokes (1985) stated that labor cost involves
two factors: time required to perform the job and rate of

pay designated.

Ratio Analysis

Ratio analysis are categorized as follows: current
liquidity ratios, long-term solvency ratios, profitability
ratics, coverage ratios, and operating ratios. Current
liquidity ratios are indicative of a company’s ability to
meet its short-term debt without difficulty. Solvency
ratios show balance between liabilities and equity.
Operating ratios are primarily concerned with day-to-day

management of foodservice.

Trend Analysis

Coltman (1987) suggested that comparing balance sheet
and income statement results over a greater number of
periods can often be more useful in indicating the financial

direction of a business. Over a long enough period of time,
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trend results should be useful for forecasting, budgeting,
or in decisicn making in foodservices (Sneed and Kresse,

1989).

Variance Analysis

A variance analysis model has been developed for the
evaluation of costs that occur in the production process.
Ferguson and Selling (1983) defined a cost variance as a
difference between the actual costs and the standard costs.
For interpreting cost variances, food price variances
(difference between the actual and the budgeted food price),
food quantity variances (difference between the actual and
the standard food quantity), labor-rate variances
(difference between the actual and the standard labor rate),
and labor efficiency variances (difference between the

actual and the standard labor efficiency) can be used.

Chapter Summary
This review of literature enhanced the researcher’s
understanding of financial management in foodservices. The
studies reviewed focused on the importance of financial
management in foodservice operations. The literature
revealed that studies related to financial management
practices in college and university foodservice operations

are limited.
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CHAPTER 3
METHODOLOGY
Introduction
The purpose of this chapter is to describe the
methodology of this research project. The chapter contains
five sections: {a) development of questionnaire; (b) pilot
study; (c) sample procedure; (d) data collection; and (e)

data analysis.

Development of Questionnaire

A questionnaire was developed to examine the financial
management practices of foodservice directors in college and
university residence hall foodservice. The initial draft of
the questionnaire was reviewed by two Kansas State
University residence hall foodservice professionals and the
research committee. The questionnaire included three
sections: financial management activities, financial
indicators, and demographic information. The questionnaire
was printed on both sides of a single sheet (11x17 inch) of

ivory-colored paper (Appendix A).

Financial Management Activities

In section A of the questionnaire, a total of 21
financial management activities was included. Activity
statements related to financial management were constructed

from information obtained from a review of literature.
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Statements 1 to 9 related to budgeting activities;
statements 10 to 15 focused on food and labor costing
activities; and statements 16 to 21 involved elements of
financing activities. Respondents were asked to indicate
whether they performed each activity. “Yes" indicated that
respondents had performed that activity. If ves,
respondents were then asked to respond to importance and
time demand scales. "No" indicated that respondents had not
performed that activity. The respondents then indicated
whether the activity had been performed internally or
externally to the foodservice department.

The five-point scale was used to indicate the
importance of each activity statement to the respondents’

job. The following scale was used to rate importance:

Importance
1= Of no importance

2= Not very important

3= Of moderate importance
4= Very important

S= Essential

The time demand scale developed by Sultemeier et al.
{1989) was revised for use in this study. The following
five-point scale was used to designate time demand:

Time Demand
1= Daily
2= Weekly
3= Once or twice per month

4= Several times per year
5= About once per year
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Financial Procedures

In section B of the questionnaire, the respondents were
requested to provide information on financial indicators
such as annual gross revenues, annual net income, annual
sales, food cost percent, labor cost percent, and revenue
percent. The revenue percent included contract sales
percent, cash sales percent, and other sales percent.

Foodservice directors were asked to indicate whether
they used any of a list of 12 financial procedures. If a
procedure had been used, "Yes" was circled and the
importance rated. If foodservice directors had not used that
procedure, “No" was circled and the respondents did not
complete the importance scale. If a foodservice director
was not sure about whether they used a procedure, “?" was
circled and the importance scale was not completed. A five-
point scale was used to indicate the importance placed on

financial procedures. The scale used was:

Importance
1= Of no importance

2= Not very important

3= Of moderate importance
4= Very important

S= Essential
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Demographic Information

In section C of the questionnaire, information about
the foodservice department such as management type, number
of employees, number of students, number of meals served per
year, number of residence hall foodservices, and types of
services provided was requested. Respondents were asked to
indicate their age, gender, level of education, and position
title. Respondents also were asked to indicate length of
time employed in their present position, in present
organization, and in college and university foodservices.
Respondents indicated whether they had participated in
continuing education for improving financial skills and

abilities.

Pilot Study

A pilot study to evaluate content validity and evaluate
ease of completing these items was conducted. The initial
questionnaire was sent to 25 foodservice directors randomly
selected from the National Association of College and
University Foodservice (NACUFS) membership. The foodservice
directors were asked toc evaluate the general format, clarity
of language and directions, and effectiveness of the
questionnaire and the cover letter. An initial mailing
consisted of a questionnaire, a cover letter, a critique
form, and a return envelope (Appendix B). A follow-up call

was made to foodservice directors who did not respond to the
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first mailing. A total of 11 (44%) guestionnaires was

returned in the pilot study.

Sample Procedure

The research sample was drawn from foodservice
directors of the National Association of College and
University Food Service (NACUFS) member institutions. Based
on the low response rate to the pilot study, the supervisory
committee recommended that an explanatory letter requesting
participation with a return postcard be mailed to the entire
research population (Appendix C). This letter explained the
purpose of the study and asked for participation in this
study. The supervisory committee further recommended that
the 1987 NACUFS president and then Kansas State University
Associate Director of Housing and Dining Services, be asked
to support the research by co-signing the cover letter. The
intent was to increase participation in the study. A total
of 247 (56%) postcards was returned from the 442 NACUFS
foodservice directors. Two hundred (81%) of those returning
the postcards agreed to participate in this study were

included in the study sample.
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Data Collection

The questionnaire (Appendix A), a one-page cover letter
(appendix D), and a postage-paid return envelope were sent
to the 200 residence hall foodservice directors who agreed
to participate. The cover letter informed participants of
the purpose of the study, asked for their participation, and
assured them of confidentiality of their responses. 1In
addition, each section of the questionnaire restated the

assurance of confidentiality of responses.

Data Analysis
Degscriptive Statistics
Programs and routines in the Statistical Analysis
System (SAS) (1989) were used for the data analyses. The
initial analysis included compilation of frequencies for
all items. Mean ratings were computed for importance, time-~

demand, and financial data.

Principal Component Analysis

Principal component analysis was performed on the
importance rating to determine if the 21 financial
management activity statements could be conceptualized
meaningfully into a smaller number of factors. Scale scores
were calculated by computing the mean of the responses to
the statements. Reliability of all identified factors was

estimated using the coefficient alpha procedure. Correlation
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coefficients were computed to obtain indices of

relationships among the scale scores.

Analysis of Variance

The General Linear Model (GLM) procedures were
conducted to examine the relationship between the
independent variables Use of Financial Procedures and
Demographic Information and the dependent variables
Importance of Financial Management Activities and Importance
of Financial Procedures. The Least Squares Means estimates

procedure was used to examine differences between variables.

Chi-square Analysis

Chi-square analysis was used to determine differences
in Use of Financial Procedures by Characteristics of
Respondents. Also, chi-square analysis was used to analyze
differences in Responsibility ratings by Foodservice

Operational and Financial Characteristics.

Regression Analysis

A stepwise regression technique was used to determine
the best fitting model from the full set of independent
variables. Specifically, a stepwise regression technigue
was conducted in an effort to examine four different
questions. The first question was, to what extent does the

use of financial procedures for financial decision-making
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predict financial performance in the foodservice. The
second question was, to what extent does the type of
services provided predict financial performance in the
foodservice. The third question was, what unique
contribution does the background of foodservice directors
make to explained variance of the importance of financial
procedures. The final qQquestion was to what extent does the
use of financial procedures predict the importance of three

financial management scales.

Chapter Summary
This chapter provided an overview of the design of the
study. Questionnaire development, data collection and data

analysis procedures were described.
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CHAPTER 4
RESULTS AND DISCUSSION
Introduction
The purpose of this study was to examine financial
management practices of college and university residence
hall focdservices. Results of data analyses are presented
in this chapter. The chapter is organized into seven
sections: (a) response rate; (b) demographic
characteristics, (c¢) financial management activities, (d)
importance of financial procedures, (e) differences between
used and not-used financial procedures, (f) differences in
responsibility of foodservice directors for financial

management activities, and (g) regression analysis.

Response Rate

A total of 247 (56%) postcards was returned from the
first mailing to 442 residence hall foodservice directors of
the National Association of College and University Food
Services (NACUFS) member institutions. A total of 200 (81%)
of the 247 foodservice directors agreed to participate in
this study. From the 200 instruments mailed, 133
foodservice directors responded (67%). Eleven
questionnaires from the pilot study were included in the
data analyses since there were no substantial changes.
Therefore, a total of 144 responses (133 plus 11) was
analyzed.
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Demographic Characterigtics
Freguencies were calculated to examine characteristics
of foodservice directors, operational and firancial
characteristics of foodservice departments, and use of
financial procedures. Means of importance ratings for the

financial procedures were computed.

Characteristics of Foodservice Directors

Characteristics of respondents (Table 1) were gender,
age, educational background (educational level, major, and
continuing education), and career background (present
position, vears of present position, present organization,
and college and university residence hall foodservices).
Approximately 74% of respondents were males between 36 and
50 years of age (68%).

Most of the respondents (73.8%) had at least a
bachelor’s degree. Approximately 28% had completed a
master’s degree. Business was the major area of study of
31.2% of the respondents; 24.1% reported hotel/réstaurant
management; and 20.5% reported other major areas of study.
About two-thirds (62.5%) of respondents had participated in
continuing education for improving their financial knowledge
and skills.

Directors comprised over three-fourths (78.5%) of the
sample; 13.9% were assistant directors; and 7.6% were

business managers. Slightly more than half (53.8%) of the
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Table 1
Characteristics of College and University Poodservice Directors

N %
Sander
Temale 37 35.7
Male 107 T4.3
Age
< ¢ 22 ©5.8
36 - 40 38 26.8
41 - 4% 1 e
- - ~ Sl.d
16 - =C e 197
> = el ..:'
O "'4 .'.0-9
zducatcion
Hign school 8 S.6
Asscciate 29 20.¢8
Bacheiors 54 45.4
Masters i9 27.7
Jcctorate i 3.7
Maicr
Tood & Nutrition E] 3.1
Foodservice Administration i8 -
Business s 1.2
Hotel & Restaurant Management 27 4.1
Jdther 23 20.5
2osition
Foodservice Director P 78.5
Assoc./Asst. Director 20 13.9
3usiness Manager 11 7.6
Years in Present Position
< © 77 3.
6 :'15 49 34.3
> .3 17 11.9
/ears in Present Orcanization
<": ~ 81 55.9
L- 20 44 30.3
>20 19 13.8
Years in Ccllege/Univ. Foodservice
< il 34 23.3
1i- It 59 48.6
> 20 39 27.5
{es 30 §2.5
No 54 37.5
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respondents had worked less than six years in their present
position and almost half (48.6%) had worked 11 to 20 years
in college and university foodservices. Approximately half
(55.9%) had been employed less than 11 years in their
present organization. The typical respondent was male, a
business major, college-educated, and a foodservice
director.

Characteristics of the directors in the present sample
are very similar to those reported by Sultemeier, Gregoire,
Spears, and Downey (1983). Sultemeier et al. collected data
from a large sample of the National Association of College
and University Foodservices (NACUFS) member schools. In the
Sultemeier et al. study, one of the groups consisted of 127
associate/assistant or director of foodservice. Directors
in the sample were male (68%) and over 40 years of age
(63%) .

There were differences between the present study and
the Sultemeier et al. (1989) findings. 1In the present
study, fewer focdservice directors held at least a
bachelor’s degree (74% ccmpared with 83%) and more directors
had been employed in their present organization over 10

yvears (58% compared with 50%).
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Characteristics of Foodservice Departments
Operational Characteristics of Foodservice Departments

Table 2 presents information about the foodservice
departments. Over half (57.6%) of the respondents were
employed in colleges or universities with student
enrollments of less than 10,001 students. The majority
(92.4%) of the foodservices were self-operated. Of those
with responsibility for residence hall foodservice,
approximately 40% managed one foodservice center; about 24%
managed two to three centers.

Almost 28% of the foodservices had less than 26 full-
time and less than 21 part-time employees. About 27% had
over 100 full-time employees. About half (45.7%) had
between 26 and 100 full-time employees. Twenty percent of
foodservices had over 300 part-time employees; 29.1% had
between 21 and 100 part-time employees. Data on Full-time
equivalents (FTEs) were not usable in the analysis because
most respondents gave inconsistent numbers or left this item
blank. Most of the foodservices (75.4%) served less than 2
million meals per year; 25.4% served less than 400,001
meals; and 27.1% served between 400,001 and 800,000 meals.
Nearly 25% of the foodservices served over 2 million meals
per year.

Almost 90% of the foodservices provided contract meal
services and catering services. Seventy-three percent

provided a snack bar and over half (51.4%) of the

40

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Table 2
Information about College and University Poodservice Departments

N $
Size zf Czllege/Uriversitcy

< 17,001 53 57.5
13,301 - 20,007 i1 2i.8
> 20,000 30 20.8
134 32.4
i1 7.¢6
32 410.¢€
30 23.5
39 30.4
7 3.5
< 26 38 27.5
26 - =0 33 23.9
st - 100 30 21.8
> 100 37 26.8

Parv-Time
< 2% 37 27.6
21 a0 39 29.1
101 - 300 31 23.2
> 300 7 20.1

Nc. of Meals Served Per Year

< 400,001 30 25.4
430,001 - 800,300 32 27.1
860,001 - 2,000,000 27 22.9
> 2,000,000 29 24.6

Tvpes cf Services Provided’

Contract meal service 127 88.2
Catar:ing 126 87.5
Snack bar 104 72.7
vending machine 74 €1.4
Other 63 43.8
Convenience store 49 34.0
Zash cperation 45 31.2

percents exceed 100% due o multiple responses

rn

T sum o
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foodservices provided vending machine services. One-third
of the foodservices provided a cash operation (31.2%) and a
convenience store (34.0%).

The total student enrollment of the present study is
similar to those reported by Jackson, Shanklin, and Gench
(1989). Jackson et al. collected data from 123 college and
university foodservice directors. Half of the respondents
were employed in colleges or universities with student
enrollments less than 10,001. One-fourth of the colleges
and universities had over 20,000 students.

The majority of respondents in the study were employed
in relatively small to medium size college and university
residence hall foodservices. Most foodservices were self-

operated and provided contract meal and catering services.

Financial Characterigtics of Foodservice Departments

Financial data for the foodservice departments are
shown in Table 3. Annual gross revenues ranged from less
than 2 millon to greater than 10 million dollars. The
majority (82.8%) were under 10 million dollars. Almost 22%
of foodservices’ annual sales were under 1.5 million
dollars; 26.1% were between 1.5 and 3 million dollars; and

28% were over 7 million dollars.
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Food cost percentage ranged from less than 31% to
greater than 40%. The majority (64%) of foodservice
directors reported a food cost between 31 and 40 percent.
Almost one-third (32.6%) of the foodservice directors
reported a labor cost percent over 40.

In responding to the composition of their revenues,
apprcximately one-third of respondents reported revenues
from contract sales in each of the following categories:
<71%, 71-85%, and >85%. About half of the foodservices
reported between 6 and 15% of their sales from “other*
sources. Percentage of contract sales were evenly split
among responses illustrating that college and university
foodservice revenues were based primarily on contract sales.
Cash sales contributed a limited portion to most operation
revenues.

Respondents were asked to provide information on net
income in the qQuestionnaire. However, most respondents

responded with a zero or left the item blank.
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Table 3
Pinancial Performance of College and University Poodservice Departments
—_

N %
Annual Gross Revenue
< $£2,000,C01 i 28.1
$Z,300,001 - 54,000,000 35 27.4
$£4,300,201 - 510,C00,000 3s 27.3
> $1C,20¢C,00¢C 22 17.2
Anpus. Salsas
< $1,200,001 6 21.8
$1,500,001 - $2,000,000 31 26.%
$3,000,001 - 37,000,000 29 24.4
> §7,000,000 i3 27.7
Focd Cost Percent
< 3.% z2 15.4
31 - 358§ 45 :3.6
36 - 40% 41 i0.6
> 40% 2 159.4
Laber Cost Parcent
< 31% 2s 18.5
21 - 35% 2 23.7
36 - 40% 34 258.2
> 40% 43 32.6
“ompesition of Revenue
Zontract Sales
< 71% 40 33.6
71 - B85% 40 33.6
> 85% 39 32.8
Zash Sales
< 11% 34 45.0
11 - 30% 43 35.8
> 30% 23 19.2
Zther
< 6% 17 27.4
6 - 13% 21 50.0
> 15§ i4 22.6
— - - _— -
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Financial Procedures

Table 4 shows the frequency distribution for the
financial procedures used in the foodservice department.
Over 90% of respondents used an operating budget and an
income statement for financial decision making. Eighty-five
percent used a capital budget.

Apout half of respondents used inventory turnover,
balance sheet, break-even analysis, trend analysis, and
variance analysis. Approximately one-third of respondents
used contribution margin and cost benefit analysis.

Almost 80% of respondents did not use or were not sure
of use of ratio analysis and cost-volume profit. About 10%
of respondents were not sure whether trend analysis, cost
benefit analysis, ratio analysis, and cost-volume profit
were used.

The findings of this study are comparable to the
research reported by Kosturakis and Eyster (1979). The
authors interviewed 15 small hotel company executives to
determine budgeting practices. All of the respondents
reported that the operating budget is very important to the
hotel operation. Most respondents did not use a cost-
volume-profit analysis because executives thought that this

technique was too sophisticated and too time consuming.
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Table 4
Use of FPinancial Procedures in PFoodservice Department’s

Pinancial Decision-making
-

Srocedures! Yes No Not Sure
n % 1 % n %
Cperating Budget 140 37.9 3 2.1 J 3.0
Income(proiic/loss)Statement 30 32.9 8 .7 2 1.4
Capital Budget 121 85.0 16 11.32 4 2.8
Inventory Turncver 81 sS§.7 s5  3e8.: 4 2.8
Balance Sheet 75 S54.0 36 40.2 8 3.8
S8reak-2ven Analysis 73 52.1 59 42.1 8 5.7
Trend Analysis 70 S0.0 sS4 328.6 16 11.4
Variance Analysis sl 44.2 65 47.1 12 8.7
Contribution Margin 35 :9.6 71 s1.1 t3 9.4
Cost Beneflit Analysis 43 31.2 79 57.2 16 11.6
Ratio Analysis g 27.7 84 61.2 15 10.9
Zaost-volume-profit 29 1.2 86 62.8 22 16.1

Descending order for *Yes® response
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Mean ratings of importance for the financial procedures
are shown in Table S. Users of an income statement rated it
as essential (4.55+). Operating budget and break-even
analysis also were rated as high importance (4.01 to 4.54).
The respondents rated balance sheet, capital budget,
contribution margin, variance analysis, trend analysis, and
ratio analysis as being of moderate importance (3.55 to
4.00). Cost benefit analysis, inventory turnover, and
cost-volume-profit analysis were generally rated as less
important (3.38 to 3.54).

Comparing the frequencies of financial procedures
(Table 4) to the importance rating (Table S), over 90% of
foodservice directors used an operating budget and an income
statement and regarded those procedures as high importance
(4.49 and 4.65). Even though only 52.1% of foodservice
directors used a break-even analysis, those who reported
using it rated it as very important (4.03). The results
indicated that non-users of break-even analysis should
consider using that procedure for financial decision-making.

The results from the present study support the findings
of Damitto and Kagle (1991). 1In the study, a total of 135
controllers rated the understanding of an income statement

as essential, and the operating budget as high importance.
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There were differences between the present study and
Damitto and Kagle (1991) findings. In the present study,
foodservice directors rated variance analysis as less
important than did hospitality controllers in the Damitto
and Kagle (1991) study (3.77 compared with 4.13). A break-
even analysis was rated lower by controllers (4.03 compared

with 3.23).

Table S
Mean Importance Ratings of Pinancial Procedures Used for

Foodservice Department’s Pinancial Decision-making

Procedures’ N Mean? std.Dev.
ncome(profit/loss)Statement 130 4.65 C.68
Operating 3udget 140 4.49 0.88
3reak-even Analysis 73 4.03 0.85
3alance Sheet 75 3.93 1.00
Capital Budget 21 3.87 1.02
Contribution Margin ) 3.84 1.C1
Variance Analysis 61 3.77 1.04
Trend Analysis 70 3.39 0.91
Ratiz Analysis 38 3.55 0.89
Cost Benefit Analysis 43 3.53 .93
inventory Turnover 81 3.83 0.98
Cest-volume-profit Analysis 29 3.38 0.94

- ___ ___
' Descending order for importance

¢ gcale: 1, of no importance, 3, of moderate importance to S,
2ssential
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Financial Management Activities
Frequencies were calculated to examine responsibility
and time-demand ratings for 21 financial management activity
statements. Mean importance and time-demand ratings were

computead.

Regponsibility for Financial Management Activities

Table 6 shows the frequency distribution for the
responsibility of foodservice directors for the financial
management activities. Responsibility ratings were
classified into three categories: most frequently performed
(89.5%+), frequently performed (80.0 to 89.4%), and less
frequently performed (less than 79.9%).

Less than one-third of respondents were responsible for
preparing the income statement. Almost 30% of the
focdservice directors reported that this activity was done
in another department. However, almost 90% of foodservice
directors were responsible for analyzing the income
statement.

About 67% of foodservice directors were responsible for
calculating food costs or supervising food cost calculation
but 91.7% were responsible for analyzing food costs.
Approximately 55% of foodservice directors calculated labor
costs or supervised labor cost calculation but 86.8%

analyzed labor costs.
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Table 6
Responsibility of College and University Poodservice Directors

for Pinancial Management Activities®
—_—

ay By 3y
e z Foodservice Foodservic Cther
Actovily Statement Sirectcr Department Dept.
N % N % N %
MOST PREQUENTLY PERFORMED
Participate Iin establisnment of 142 98.6 i 0.7 : 0.7
operational goals
Authorize expenditures 140 9%6.¢6 3 2.8 2 1.4
Allocate financial resources ir
accordance w/ approved budget 132 82.3 7 4.9 4 2.8
Analyze fcod costs 133 9i1.7 7 4.8 3 3.5
Interpret Zinancial data 133 %1.7 3 I.z 3 4.1
Participate in establishment of
Zinancial goals 131 21.0 4 3.0 6.3
Develop capital expenditure
proposals 131 90.1 g 6.7 4 3.0
Analyze income statement 130 8%.7 3 4.3 7 6.0
PREQUENTLY PERFORMED
Project revenues or units of
service (sales, meals, meal
eguivalents) as basis Ior budget ps 8E.3 8 5.3 3 6.2
Analyze labor costs 125 8¢€.8 3 7. g 5.2
Prepare department ogerating
budget 123 8%5.4 14 10.8§ s 1.8
Obtain financial management
informaction from outside sources
(suppliers, trade corg.,
iournals, etc.) 122 84.7 8 7.6 8 7.7
Prepare depertment capital budget 120 2.8 23 0.7 8 6.2
LESS PREQUENTLY PERFORMED
Revise and update operating budget
during fiscal vear 113 73.3 15 12.0 1 8.7
Supervise food cost calculation 38 67.6 38 27.4 7 =.0
Calculate food costs 97 68.9 42 29.6 3 3.5
Enalyze cost requirements of menu 54 635.3 38 30.7 S 4.0
Supervise labor cost calculation 81 =2:.¢ 44 34.0 13 10.1
Calculate labor costs 78 53.8 54 38.4 i1 7.8
Supervise income statement
preparation 54 27.2 40 32.7 37 20.1
Prepare inccme statement 45 31.0 31 40.3 36 28.3

PN =z 144
? Descending order based on responsibilities of foodservice directors
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The results showed that food and labor costing
activities were done within the foodservice department by
the foodservice director or by other staff. The foodservice
director was more likely to focus on analyzing food and
labor cost data rather than calculate data.

Over 90% of respondents were responsible for
operational and financial goals establishment, expenditure
authorization, financial resource allocation, food cost
analysis, financial data interpretation, and capital
expenditure development.

Results from the present study showed that most
foodservice directors were responsible for planning,
authorizing, and analyzing activities for financial
management. Foodservice directors were responsible for
budgeting activities frequently, but less frequently for

basic calculating or record-keeping activities.

Importance of Financial Management Activities

Mean ratings for importance of financial activities as
indicated by the foodservice directors are shown in Table 7.
Importance ratings were classified into three categories:
very important (4.50+), important (4.01 to 4.49), and less

important (4.00 or less).
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Most of the financial management activities received
importance ratings of 4.01 to 4.49. However, respondents
rated financial management information collection from
outside sources as less important.

The most essential activity was participating in
establishment of financial goals. Other activities rated as
very important included operating budget preparation,
financial resource allocation, revenue projection,
operational goal establishment, financial data
interpretation, and income statement analysis.

Results from the present study showed that foodservice
directors regarded planning, budgeting, and analyzing
activities as very important and perceived calculating,
supervising, and authorizing as important. Obtaining
financial information was noted as less important by

directors (3.52).
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Table 7
Importance Ratings of Pinancial Management Activities®

Activity statementt N Mearn? std.Dev.

VERY IMPORTANT (4.50-5.00)

Farticipaze in establishment of Iinancial gcal 131 4.70 .61
Prepare department operating budget 123 .67 2.74
Allocace Iinancial resources Iin accordance

w/ approved budget 132 4.64 0.63
Project revenues or units of service 128 4.37 0.75
Participate in esteblishment of cperation goal 142 4.5% 0.73
Interpret financial data 133 4.%4 Q.75
Analyze income statement 3¢ 4.s5% 5.76
IMPORTANT (4.01-4.49)
Calculate food costs 37 4.41 0.80
Prepare department capital budget 120 4.38 0.82
Analyze labor costs 28 4.36 J2.78
Autherize expenditures 240 4.35 0.83
Prepare income statement 45 4.35 2.93
Supervise lncome statement preparaticn 54 4.33 3.74
Analyze food costs 133 4.32 J.84
Revise and update operating budget 115 4.28 J.88
Calculate labor costs 78 4.27 0.82
Develop capital expenditure proposals 131 4.25 0.78
Supervise labor cost calculation 81 4.19 9.87
Supervise food cost calculation 98 4.17 0.91
Analyze cost regquirements of menu 94 4.16 0.78

LESS IMPORTANT (4.00 or less)

Obtain financial management information
Irom outside sources 122 3.82 0.93
— " . - - - _________________________________ 3
' Tescending order based on importance ratings
Scale: i, c¢f no importance to 3, of mcderate importance to 3,

essential

o
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Findings of this study support previous research. In
the Yates, Shanklin, and Gorman (1987) study, healthcare
administrators and dietetic educators rated the following
financial competencies as very important: possessing
knowledge of financial objectives for area of
responsibility, implementing and maintaining appropriate
cost control, allocating financial resources in accordance
with approved budget, constructing a budget within a set of
financial constraints, completing justification for budget
requirements, participating in establishment of financial
and operational goals, projecting revenues and units of
service as basis for budgets, assessing financial status
based on approved budget and/or profit and loss statement,
and interpreting financial data to show accomplishment of
stated objectives within a specified period.

Results from the present study support the findings of
the Palacio, Spears, Vaden, and Downey (1988) study.
Dietetic professionals in the Palacio et al. study rated
preparing budget, authorizing expenditures, and developing
capital budget as "essential."

Results from the present study are consistent with the
findings of Sultemeier et al. (1989) study. Foodservice
directors in the Sultemeier et al. study rated preparing

budget and authorizing expenditures as "very important."
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Principal Component Analysis

A principal component analysis was conducted on the
importance ratings of the 21 financial management activity
statements (Table 8). Following conventional steps,
components were considered significant if eigenvalues were
1.0 or higher (Touliatos and Compton, 1988). Kaiser's
varimax rotation procedure was used to produce an orthogonal
rotation of factors.

Measures with loadings of 0.40 or greater were used in
interpreting the components. Use of this criteria eliminated
one statement which was the opportunity to work alone.
Although 20 of the 21 statements loaded at levels of 0.40 or
greater (Table 8), cross-loadings at or above the 0.40 level
on three statements were found but measures were different.
In spite of these cross-loadings, the 20 statements which
loaded at 0.40 or greater were assigned to the factor where

they locaded the highest.
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Table 8
Rotated Factor Loadings for Financial Management Importance

Statements
Factor Loadings'
Food&Labor
Costing  Financing Budgeting
Factor Statement (24.51) (23.04) (6.01)
FOOD&LABOR COSTING
ACTIVITY
0.66 0.25 0.29

Calculate food costs
Analyze cost requirements of 042 0.39 0.23

menu 0.71 0.32 0.06
Analyze labor costs 0.76 0.30 0.01
Analyze food costs 0.78 0.26 0.24
Calculate labor costs
Supervise labor cost 0.79 -0.03 0.19
calculation
Supervise food cost 0.81 0.00 0.20

calculation
FINANCING ACTIVITY
Participate in financial goals -0.14 0.66 0.25
Allocate financial resources 0.02 0.61 0.46
Project revenues or services 0.21 0.60 037
Participate in the

operational goals 0.22 0.49 0.47
Interpret financial data 0.18 0.81 -0.01
Analyze income statement 0.31 0.77 0.09
Prepare income statement 0.36 0.70 0.27
Supervise income statement

preparation 0.50 0.52 0.01
Obtain financial management

information from outside 0.16 0.76 0.13
BUDGETING ACTIVITY
Prepare department operating 0.21 0.09 0.80
budget
Prepare department capital

budget 0.04 0.19 0.83
Revise and update operating

budget 0.22 034 0.58
Develop capital

expenditure proposals 0.27 0.15 0.73

' Underlined numbers indicate loadings in each factor
* Percent of overall variance accounted for each component
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The three components accounted for 53.6% of the
variance (Table 8). Scale scores for each were obtained by
averaging the importance ratings of activities over the
items loaded on a scale. Reliability of components was
computed using the coefficient alpha procedure. Respondents
rated importance of food and labor costing, financing, and
budgeting activities as 4.25, 4.43, and 4.42, respectively
(Table 9). Reliability of the scores for the food and labor
costing, financing, and budgeting activities were estimated
by computing coefficient alpha. Coefficient alpha values
ranged from 0.76 to 0.92, suggesting moderate to high
internal consistency in the scales. Correlations between
the three scale scores are also shown in Table 9. All
coefficients (0.47 to 0.56) are lower than the reliability
estimates (0.76 to 0.92), suggesting each scale provides
unique information but also shows significant degrees of
overlaps.

Table 9

Reliability of Three Retention Scale Scores and Correlation
—_—— — -

Correlate Coefficients

Food&Labor
Scale Mean Std.Dev. Costing Financing Budgeting
Food&Labor
Costing  4.25 0.68 (0.92)
Financing 4.43 0.49 0.56" 0.84)!
Budgeting 4.42 0.62 047" 0617  (0.76)'

! Values in () are coefficient alpha reliabilities
" p < .001
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Food and Labor Costing Factor. The food and labor

costing factor accounted for 24.51% of the total variance in
the principal component analysis and included seven of the
20 statements (Table 8). These items were food and labor
cost calculation, supervise food and labor cost calculation,
food and labor cost analysis, and cost requirements of menu
analysis. The mean score for the food and labor costing
factor was 4.25(+ 0.68) which was lowest of the three
factors (Table 9). The highest rated statement (Table 7)
was food cost calculation (4.41+0.80) and the lowest rated

was analysis for cost requirements of menu (4.16+0.78).

Financing Factor. The financing factor accounted for
23.04% of the variance in the principal component analysis
and included nine of the 20 statements (Table 8). Items
included in this factor were financial and operational goal
establishment, financial resource allocation, revenue or
units of service projection, financial data interpretation,
income statement preparation, supervision, and analysis, and
financial management information collection from outside
sources. The mean score for this factor was 4.43(+0.49) and
was the highest mean score of the three factors (Table 9).
The statement (Table 7) with the highest mean for the
financing scale was participating in establishment of

financial goals (4.70+0.61). The lowest statement was
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financial management information collection from outside

sources (3.52+0.93).

Budgeting Factor. The budgeting scale accounted for
6.1% of the variance in the principal component analysis and
included four of the 20 statements (Table 8). Items
included were operating and capital budget preparation,
operating budget revisions, and capital expenditure proposal
development. The mean score for budgeting was 4.42(+0.62)
and was lower than the mean score for financing factor, but
higher than food and labor costing factor (Table 9). The
statement with the highest mean was operating budget
preparation (4.67+0.74) and the lowest was the development

of capital expenditure proposals (4.25+0.78) (Table 7).
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Comparisons by Foodservice Directors

General Linear Model (GLM) procedures were conducted to
determine whether differences existed in mean importance
scores of the three financial management scales based upon
gender, age, and educational background (educational level,
major, and participation in continuing education). Table 10
shows comparisons of Least Square Means for three scales and
demographic characteristics of foodservice directors.

Importance ratings for financing activities were found
to be significantly different by gender (p<.05). Females
rated financing activities higher than males.

Importance ratings for budgeting were found to be
significantly different, at the p<.05 level, by age group.
Respondents who were between 46 and 50 years of age
responded with higher scores. Respondents who were less

than 40 years of age rated the budgeting factor lower.
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Table 10

Comparisons of Financial Management Importance Scales by
Gender, Age, and Educational Background

Variable

Food&Labor

Costing Financing Budgeting

Gender
Female

Male

Age
< 36

36 - 40
41 - 45
46 - 50
> 50

Education
< Bachelors

Bachelors

> Bachelors

Major
Food &
Nutrition
FS Admin.

Business

Hotel&Resta.

Other

Continuing Edu.
Yes

No

ﬁie: T, OE no importance to g, &ssenuai

18

35

27

23

90

54

<-Least Square Mean' and (SD)----->

4.48 4.86' 4.54
(:24) (14) (:20)
423 4.50° 441
(.19) (-11) (-15)
4.19 4.28 4.14°
(.15) (.11) (.14)
412 437 427
(.13) (.08) (11)
434 444 4.54
(.14) (.09) (12)
421 450 462
17 (.10) (13)
4.47 456 4.54°
(17 (.10) (-13)
430 443 451
(-13) (.09) (-12)
428 4.42 445
(.10) (.06) (.08)
4.08 443 4.28
(14) (.08) (11)
437 4.90 4.50
(.35) (.19) (:25)
4.54 4.59 451
(22) (13) (17)
4.18 4.66 441
(:23) (.14) (-19)
4.12 4.57 437
(:26) (.15) (:20)
4.56 4.66 4.60
(.25) (.15) (:20)
4.30 4.64 439
(21) (12) (17)
441 4.72 4.57
(:21) (12) (.16)

" Significantly different at p<.05 using ANOVA
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Comparisons by Foodservice Departmentg
By Operational characteristics of foodservice

departments. GLM procedures were conducted to determine
whether differences existed in Least Square Mean importance
ratings of the three financial management scales based upon
size of colleges and universities and foodservices (number
of residence hall foodservices, employees, and meals served
a year). Results showed significant differences for
budgeting scale (Table 11). A significant difference was
found among the responses of the number of full-time
employee group (p<.05). Foodservice directors with 26 to 50
and 51 to 100 full-time employees rated budgeting as higher
importance. Foodservice directors with over 100 full-time

employees rated budgeting as lower importance.
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Table 11
Comparisons of Financial Management Importance Scales by
Size of Colleges and Universities and Foodservices

Food&Labor
Variable Costing Financing Budgeting

N «<--Least Square Mean’ and SD --—-->
Size of College/

University
< 10,001 83 430 4.46 4.51
(.67) (-41) (.53)
10.001-20,000 31 4.04 4.35 4.19
(81) (.70) (82)
> 20,000 30 434 4.44 436
(51) (45) (.59)
No. of Foodservice
Centers 52 427 438 439
1 » - o
(.69) (62) (.69)
2.3 30 404 435 4.19
(81) (170 (82)
S 3 46 434 4.44 4.36
(.51) (-45) (.59)
No. of Employvees
Fyll-time 38 425 4.46 439"
<% ) (4) &0
33 424 435 4
26 - 50
(75) (.49) (42)
51+ 100 30 437 444 4.49'
- (.68) (.65) 1M
37 412 4.60 421
> 100 1 (.40) (.63)
Fari:lime 37 417 434 434
<2l (.76) (.58) 76)
39 421 4.54 4.53
21- 100 (1) (.42)3 (.5“%
31 44 4 4
101 - 300 (57) (38) (:50)
27 428 4.45 4.40
> 300 (52) (45) (.54)

! Scale: 1, of no importance to 5, essential
* Significantly different at p<.05 using ANOVA
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By Financial characteristics of foodservice
departments. GLM procedures were conducted to determine

whether differences existed in Least Square Mean importance
scores of the three financial management scales based wpon
foodservice financial performarnce (annual gross revenue,
annual sales, food cost percent, labor cost percent, and
composition of revenue). Results showed significant
differences for budgeting scale by annual gross revenue,
annual sales, and composition of revenue (Table 12).

Respondents who reported over 10 million dollars of
revenue rated the importance of budgeting activities lowest
(p<.05). Respondents who reported 2 to 4 and 4.1 to 10
million dollars of revenue gave higher importance scores for
budgeting activities.

Respondents who reported under 1.5 million dollars of
annual sales rated the importance of budgeting activities
highest. Respondents who reported 1.5 to 3 and over 7
million dollars of revenue rated budgeting activities lower
in importance.

Respondents who had lower cash sales percentages rated
the importance of budgeting activities higher (p<0.05).
Respondents who had over 30% of revenues from cash sales
rated the importance of budgeting activities lowest.

Results indicated that foodservice directors whose

department has lower sales and more contract sales tend to

64

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Table 12

Comparisons of Financial Management Importance Scales by

Annual Gross Revenue, Annual Sales, and Revenue Compeosition

Variable

Food&Labor

Costing  Financing Budgeting

Annual Gross Revenue
<§2,000,0001

$2,000,001-S 4,000,000
$4,000,001-510,000,000
>$10,000,000

Annual Sales
<$1,500,001

$1,500,000-53,000,000
$3,000,001-$7,000,000
>$7,000,000

Composition of Revenue
Contract Sales

< N%
71 - 85%
> 85%

Cash Sales
< 11%

11 - 30%
> 30%

Other Sales
< 6%

6-15%

> 15%

N <-Least Square Mean' and SD ---->

36
35

3

31

29

33

39

54

43

17

31

13

' Scale: 1, of no importance 0 S, essential
* Significantly different at p<.05 using ANOVA

4.15
(71)
4.48
(.58)
418
(.80)
4.64
(41)

431
(67)
4.32
(74)
422
(58)
398
&)

4.28
(:68)
4.19
(72)
4.29
(:68)

4.37
(.65)
413
(78)
4.07
(57)

423
(.69)
4.18
(73)
4.57
(47)

65

437
(.64)
4.52
(:37)
4.44
(42)
4.41
(.42)

449
(42)
438
(:69)
437
(43)
4.49
(:40)

4.41
(.56)
445
(43)
445
(:44)

4.48
(.54)
4.42
(.45)
4.30
37

4.39
(54)
449
(37
4.55
(-41)

4.32
(.75)
461
(-39)
4.45
(.62)
424
(.49)

4.49°
(.53)
435"
(-:80)
4.46
(.53)
4.36°
(:57)

439
(.68)
439
(61)
4.48
(.53)

4.53°
(:66)

431
(.59)

4.25
(.49)

4.42
(:62)
439
(62)
4.42
(:63)
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emphasize ongoing budgeting activities. According to
Dunn and Brooks (1990), an ongoing budgeting process
throughout the year provides lower variances between

budgeted and actual figures at the end of the vear.

Comparigons by the Use of Financial Procedures

GLM procedures were conducted to determine whether
differences existed in mean importance scores of the three
financial management scales based upon the use of financial
procedures. Table 13 shows differences in Least Square Mean
scores for importance scales and financial procedures used
by respondents. Significant differences at p<.05 level were
found in financing and budgeting scales.

Respondents who used an operating budget and a capital
budget had higher scores for budgeting activities.
Respondents who did not use ratio analysis had higher scores
for budgeting activity. Results indicated that foodservice
directors who used an operating and a capital budget
regarded budgeting activities as very important.

Foodservice directors tended to use an operating and a
capital budget for controlling costs rather than using ratio
analysis. Respondents who used a trend analysis had higher
scores for financing activities: allocating resources,
projecting revenues, analyzing income statement, or

establishing financial or operational goals.
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Table 13
Comparisons of Financial Management Importance Scales by the Use of Financial Procedures*
-

Food&Labor
Variable Costing Financing Budgeting
MOST FREQUENTLY USED N «<--Least Square Mean’ and SD —--—>
Operating Budget
Yes 140 424 4.34 4.41°
(.21 (.12) (.62)
No 3 479 4.78 4.54'
(.48) (27 (29)
Income Statement
Yes 130 434 4.47 4.41
(-:25) (.14) (.20)
No 8§ 468 4.65 4.94
(41) (.24) (.59)
Capital Budget
Yes 121 4.53 4.67 4.42°
(.34) .19 (61)
No 16 4.50 4.45 4.10
(.28) (-16) (.76)
FREQUENTLY USED
Inventory Turnover
Yes 8 458 4.59 4.75
27 (.15) (.34)
No 55 445 4.52 4.60
(.31) (.16) (.35)
Balance Sheet
Yes 75 446 4.53 4.64
(:29) (-16) (:34)
No 56 4.57 4.59 4.71
(:28) (.15) (.35)
Break-even Analysis
Yes 73 4.59 4.61 4.72
(-28) (.16) (.34)
No 56 457 4.59 4.71
(.28) (.15) (.35)
Trend Analysis .
Yes 70 4.67 4.74 481
(.29) (.16) . (.36)
No 54 435 4.38 4.54
(:28) (.16) (:34)
Variance Analysis .
Yes 61 456 4.4 4.71
(.30) (.16). (.34)
No 65 446 4.67 4.64
(:28) (-16) (.36)
" Descending order for yes respon;:= (Table Continues)

* Scale: 1, of no importance 10 S, essential
" significantly different at p<.0S using ANOVA
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Table 13 (continued)

Variable

Food&Labor
Costing Financing Budgeting

LESS FREQUENTLY USED
Contribution Margin

Yes

No

Cost Benefit Analysis
Yes

No

Ratio Analysis
Yes

No

Cost-volume-profit Analysis
Yes

No

N <--Least Square Mean* and SD ---->

55

7

43

79

38

16

29

108

4.50
(:30)
453
(:29)

4.62
(.29)
4.40
(29)

4.34
(:33)
4.40
(29)

4.44
(.33)

4.58
(.27)

68

4.62
(.16)

4.62
(.50)

4.53
(.16)
4.59
(.16)

4.45
(17)
4.59
(.16)

4.54
(17

4.58
(.15)

4.64
(:35)
471
(:35)

4.81
(:36)
4.54
(:34)

4.39°
(:36)

4.54°
(:34)

4.63
(:36)

4.73
(-:34)
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Time Demand of Financial Management Activities
Table 14 shows the distribution for how frequently

foodservice directors engage in various financial management
activities. The 21 activity statements were classified into
three categories by modal responses: once to several times
per year, once or twice per month, and weekly or more. Mean
activity scores are presented in Table 14.

Activities related to the budget were completed about
once per year. Respondents reported that the following
activities are completed several times per year: capital
proposals are developed, revenues are projected, operating
budgets are revised, and operational goals are established.

Respondents reported that the following activities are
completed once or twice per month: financial management
information is obtained, financial resources are allocated,
income statement, food and labor cost, and financial data
are interpreted, and cost requirements of the menu are
analyzed. Activities relating to authorizing expenditures
were done weekly or daily.

There were differences between the present study and
the Sultemeier et al. (1989) findings. In the present study,
foodservice directors reported budgets were prepared less
frequently and expenditures were authorized more frequently.
In contrast, foodservice directors in the Sultemeier et al.
study reported budgets were prepared several times per year

and expenditures were authorized once or twice per month.
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Table 14
Prequency and Mean Time Demand Ratings of Pinancial Management Activities:

1-2 Several Cnce Mean?

ictivizy Statement? Daily Weekly /Mecnth /Year /Year (SD)
Cmmm—mm—m - - I > X
(SD)

SEVERAL TO ONCE A YEAR

Prepare department oL B
gperac;ng budgec J.8 2.8 Ced ;8./ 72.4 4.3}
(0.73)
Srepare department o . . - - _
zapital budget Z.=2 1.8 1.4 REPRY 72.86 '4.00
0.82)
Jeyelop :a;ital z.5 :.8 .4 44.86 44.6 4.27
axpendizure proposals (0.85)

Prciect revenuas or unitcts - . . )
of service as basis for 2.4 7.3 5.1 38.7  :E.3  4.01
budget (1.04)
Participate in B . _ R .
astablishment 1.8 2.2 10.0 48.5 0.8 :.95
cf Zinancial goals (1.02)
Revise and usdate 0.9 E.: 15.0 €1 3 16.8 2.88
Jperating oudget (0.78)
Par-icipate in L. .
astakblishment 3.5 8.4 2.6 49.7 25.¢ 3.86
s operaticnal gocals (t1.01)
Sbtain Iinancial . . . -
management :‘nformation 5.0 l3.2 34.2 40.0 7.5 3.32
irom cutside sources (6.97)
Aralyce cost requirements 5.4 26.9 3.1 3.3 4.3 3.04
SL menu (06.97)
Allccate Ifinancial " - - .
o SIS 5 0. 24.2 20.58 28.8 Z5.9 3.1
regsources in accordance & 4.2 0 8 (1 22)
w/ approved budget -
‘N wvaries 51 o 143 (Table Continues)
¢ Orders .n mcdal responses
3 -~ -

Scale i=daily,Z=weekly, 3=one/two per month, 4=several per year,
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Table 14 (continued)

_ . 1-2 Several OQOnce Mean’
7lty Statement® Jaily Weekly :Maonth /Year /{ear (SO}

(1
)y e

1s
O

ONCE OR TWICE PER MONTH

Superv.se -ncome . .00 17.5 32.9 I1.é 3.6 3.12
statement Jreparaclon o o ] ] (9.84)
Analyze INCCme statement ] == 7.9 1.8 -8 (8.33}

2.4 5.8 41.5 26.4 4.0 3.04

Ara_.yze .abor Costs (C.a8)

= o e ar - 2.2 24.4 48.3 5.6 8.3 3.84
2repars inccme statement * (0.91)

S . Z.¢ 3G, 3.3 2. 7.7 3.02
Zalculate labcr costs ° ¢.2 s ° > gé)
Supervise _abcr cest s g 30,0 15 = ~7 5 S - g7

:aLC;“La[‘_Qn - - - - - v - -~ . - - M (-O.oag)

Apseema - 4.5 1.1 38.5 22.0 :.8 z2.289
Ana’lyze Zocd costs (0.93)

(W]
O
.
s
t)
e
.
0
[&9]
.
fu

sSupervi o cost . - Z
upervise tood zost 10.4  25.0 2.82
caiculation (0.39)

- . : . 2.80
Calculate food costs (1.03)

w
.
Lt
(Y]
(Y]
.
[o¥)
(V%)
£
.
o
[
~
-3
4}
.
Ly

o R 7. 26.7 48.1 16.0 1.5 2.77
aterpret financial data 6 s 48 6.0 (3 88)

[}
~J
B
[
L Pr)
L2
.
O
b
wn
.
3
(&)
~3
)
O

o

oOm

[y
.

Autherize expenditures : v “ (
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Importance of Financial Procedures
GLM procedures were conducted to determine whether
Least Square Mean Financial Procedure importance ratings
differed based on foodservice directors, foodservice
departments, and the use of financial procedures. Results

of analysis of variance are summarized in this section.

Comparisons by Foodservice Directors

Least Square Mean importance scores of the financial
procedure ratings were compared based upon gender, age, and
educational background (educational level, major, and
participation in continuing education). Significant
differences were found for gender and educational level of
respondents (Table 15).

Females rated variance analysis, trend analysis,
capital budget, operating budget, and inventory turnover
higher (p<.05). Respondents who did not have a bachelor’s
degree rated cost-volume-profit analysis lowest. Results of
the study indicated that college educated foodservice
directors regarded cost-volume-profit analysis as higher

importance than did non-college educated directors.
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Table 15
Comparisons of Importance Ratings of Selected Financial Procedures
Based on Gender, Age, and Rducational Background of Respcndents®-?

Trend Capital Operating Inventory Variance Cost-
Jariabie Analysis Budget 3udget Turnover Analysis Volume
Qoo Least Square Mean’----------------o--- >
Jender
Temale 1.10° 1.47" 4.39° 1.26° 4.70° 3.39
Male 3.98° 1.82° 1.77° I.42° ;.71 .49

23
O
]
)

=< iz i.18 3.37 4.772 1.26 72 1.7
36 - 40 .68 3.93 4.41 3.69 3.85 :.z8
33 4% I.7% 4.02 4.92 3.%1 $.53 3.37
16 - 3¢ .27 4.45 4.886 :.89 4.49 3.79
> 30 :.96 4.30 4.99 3,69 3.432 1.04

Educacon 31,37 1.00 5,36 :.68 1.8z 1.50°
< ::c?e;ors 138 1 g6 13 S 4C 377 13z
Bachelors 1053 IToe ° P b I 45,
S acheiers | i-43 3,78 4.47 3.38 3.88 3.82

Maior _ 3.82 3.66 2.40 4.:22 4.40 3.61
FoodaNutri. .72 4.60 4.30 3.35 4.11 3.16
FS Admin. :.84 4.27 4.37 1.74 4.60 .50
Business .61 1.06 4.33 3.69 3.33 3.80
HoreliRest. 1.7 4.28 4.48 4.20 4.319 3.83

Cther

Tonotinulng

=GH- 3.72 4.17 4.26 3.92 4.20 3.44
Yes .77 4.186 4.71 3.78 3.69 3.38
No

‘N varies § to i07

‘ Financial prccedures which had significant differences are
nted in the Tabie.

: 1, 2f nc :importance to 3, essential

icantly dilferent at 2<.05 using ANOVA
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Comparigons by Foodservice Departments
By Operational Characteristics of Foodservice Departments

Least Square Mean importance ratings of financial
procedure ratings were compared with size of colleges and
universities and foodservice departments (number of
residence hall foodservices, employees, and meals served per
year). Significant differences (p<.05) were found for
number of foodservice centers and full-time employees (Table
16).

Importance ratings for capital budget were
significantly different by number of foodservice centers
(p<.05). The Least Square Mean importance ratings of the
foodservice directors with more than three foodservice
centers was higher for capital budget. The results of this
study indicated that foodservice directors who managed more
foodservice centers reported using capital budget as very
important.

Significant differences (p<.05) were found in
importance scores for the inventory turnover by number of
full-time employees. Foodservice directors with less than
26 full-time employees had higher importance scores for
inventory turnover. The results of this study indicated
that foodservice directors in smaller organizations regarded
inventory turnover as very important. According to Sneed
and Kreese (1989), the higher the turnover rate, the less

money is invested.
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Table 16

Comparisons of Pinancial Procedure Importance
Ratings by Operational Characteristics of
Poodservice Departments’:?

=

Carizail Inventcry
Yariable Sudget Turnover

<-Least Square Mean’->

- 3.48° 3.4¢
A i.486° 4.24
-7 1.13° 4.38
>3
Nc. of Full-zime
ame.ovees 3,49 4.72°
< 26 3.54 1.6%5°
26 - 3¢ 3.78 1.58°
S1 - 100 3.853 3.56°
> 1C0
_
* N varies 30 to S2
 Financial procedures which had significant differences

]
Al

e presented in the Table.
ale: 1, of no importance to 3, essential
ignificantly different at p<.0S using ANOVA

0w wm
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By Financial Characterigtics of Foodservice Departments

Least Square Mean importance scores of financial
procedure ratings were compared with financial
characteristics of foodservice departments (annual gross
revenue, annual sales, and composition of revenue). Results
showed significant differences by cash sales (Table 17).

Importance scores for break-even analysis, variance
analysis, and capital budget were found to be significantly
different based on percent of cash sales (p<.05).
Foodservice directors with less than 11% of revenues from
cash sales rated break-even analysis, variance analysis, and
capital budget higher. The results of this study indicated
that foodservice directors with a smaller portion of cash

sales regarded these procedures as very important.

Table 17
Comparisons of Pinancial Procedure Importance Ratings
by Pinancial Characteristics of Poodservice Departments::?

3reak-even Variance Capital
ariatle Analysis Analysis Budget
<---m-- Least Square Mean)------- >
Composition of Revenue
Zash Sales .\
Qe - . .
< 11% 4.42° 3.97° 4.04
; 10% 3.97 3.49 3.60
i1 - 30 3.20% 2.92° 3.57°
> 10%

N varies 23 to G4
* Financial procedures which had significant differences are
presernted in the Taple.

} Scale: 1, of no importance to 5, essential
o 2<.05
b<.01
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Comparigsons by the U