Coleman Art Museum

i d community affairs, anq

hley Mercer, director of d(.ev.elopr.nent an ;

Iéloﬁi'féy 52121051 ﬁ?rect}(’)r of finance and administration of meuzlciif;a:o ﬁn Tr:ium’
met to discu557 what had transpired at a meeting the prev:z1 ke i o_f Re oy
; ded by the senior staff of the museum and several m . : e Board
omfg%fut::ges, had focused on the financial status .of the museum. The ccl:os eman Art
Museum recorded its third consecutive annual los's in 2004, and Mercer anth @m were
assigned responsibility for making recommendations that would reverse the situation,

COLEMAN ART MUSEUM

The Coleman Art Museum (CAM) is a not-for-profit corporation located in Univer-

sal City, a large metropolitan area in the western United States. Founded in 1925,

the museum was originally chartered as the Fannel County Museum of Fine Arts

and funded by an annual appropriation from Fannel County. In 2000, the name
was changed to the Jonathon A. Coleman Art Museum to recognize the museum’s
major benefactor, Jonathon A. Coleman. Coleman, a wealthy local landowner
and philanthropist, had provided the museum with a sizable endowment. Ac-
cording to the terms of a $25 million gift given to the museum upon his death,
the museum’s charter was revised and its name changed. The charter of the mu-
seum stated that its purpose was

To provide an inviting setting for the appreciation of art in its historical and cul-

tural contexts for the benefit of this and successive generations of Fannel County
citizens and visitors.

Randall Brent III, the museum director, noted that this charter differentiated CAM
from other art museums. He said:

Our c.harter gives us both an opportunity and a challen
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of Universay] City
from the Museypyg Drevidis of Fannel] County. The location, six blocks
through Public transportat' il héd €xtensive parking availability and access
thon Coleman’s real estat 1(})1n. T:lle Site was made available for $1.00 from Jona-
Brent said; € holdings, Ay the dedication of CAM in January 2000,

' the county geqy

The CAM collection is open for viewing Monday through Saturday from
10:00 A.M. to 6:00 p.M. and Thursday evenings until 8:00 p.u. Sunday hours are
from 12:00 noon to 6:00 p.m. There is no charge for viewing the permanent collec-
tion; however, a modest fee of $5.00 to $7.50 is charged for special exhibitions.
CAM is also available for private showings and is often used for corporate, foun-
dation, and various fund-raising events during weekday and weekend evenings.
Exhibit 1 shows museum attendance for the period 1996-2004.

EX Hi‘BiTiii: Museum Attendance
Total Special Exbibitions*
Museum Proportion of
Year Attendance Attendance Total Attendance
1996 269,786 N/A N/A
1997 247,799 N/A N/A
1998 303,456 N/A 11;1;2
1999 247,379 N/. A6 : o
Ac o ﬁg’:zs 0‘29
2001 486,009 227,770 0.43
527,091 ) :
whet 468,100 203,800 0.44
745 628,472 284,865 0.45
2004 ”

ttendance includes attendance at private corporation, foundation, and
3 i hs 5
4Special exhibitions

museum.
fund-raising events held at the
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Museum Organization

ion: ions and Exhibitions, (2) Deye
M pscinp S e functlon- (I)F'Cdxl)i(;u;)nd Administration. Each ft:: l
o i Commu'nity i an(cl)r(ti’)to EZ museum director, Randall Brep, IICI-
E[i;g iﬁ::g;d:::ad;:fcftffv;gg l:gployees. In addition, 475 volunteers work a¢

i i ities.

o r’;‘ltlll:e(lll:l]l:c\t?oz::flz gf(lcl;)pi:if)ns staff, headed by Thomas Flrane, oversee§ the
museum’s art collections, arranges special exhibit§, .ls reSPonsxble forfeducatlonal
programming, and provides personnel and admmlsujatlve sup;()lorAt or. 'flUSeym
operations that directly involve the artwprk. The Fmarl';ce an .dmm1stratlon
staff, headed by Donald Smith, is responsible for the daily operation of 'the mu-
seum. The museum’s profit centers (the Skyline Buffet restaurant, Parkmg, gift
shop, and special exhibitions events) are also manag.ed b}' this function. The De-
velopment and Community Affairs staff, under the dlref:tlon of Ashley Mefrcer, is
responsible for marketing, public relations, membershlp., and grants. This func.
tion engages in fund-raising for the museum, which prf)\-u.des Sup[?lementfﬂ funds
for general operating support, endowment, and acquisitions. This function alsq
handles all applications for foundation, federal, state, and local grants.

Museum Finances

Exhibit 2 shows the financial condition of CAM for the period 2002-2004. Tota]
revenues and expenses during this period are shown below:

2004

2003 2002
Total revenue $10,794,110 $7,783,712 $8,694,121
Total expenses 11,177,825 7,967,530 8,920,674
Netincome (loss)  (§  383715) (8 183818) $ 226,533)

The three consecutive years of losses followed seven consecutive years of either
break-even or profitable status. The cumulative loss of $794,066 had depleted the
museum’s financial reserves.

During a recent Board of Trustees meeting,

several observations and projec-
tions were made that indicated that the museum’s financial condition needed
attention:

1.

N



Wummary of Income and Expenses, 2002-2004

Year Ending December 31
Operations 2004 2003 2002
Income
Appropriations by Fannel County $1,786,929 $1,699,882 $1,971,999
Memberships 2,917,325 2,956,746 3,134,082
Contributions 338,664 221,282 42,244
Grants 763,581 281,164 645,853
Investment income 27,878 28,537 32,205
Earnings from endowment 673,805 693,625 583,612
Other 149,462 128,628 196,195
Total revenue $6,657,644 $6,009,864 m
Expenses
Personnel $1,973,218 $1,086,177 $1,681,653
Memberships 854,461 869,043 906,314
Publications/public information 594,067 404,364 441,710
Education 616,828 519,805 542,076
Administration* 3,777,042 3,345,153 3,389,124
Total expenses $7,815,616 $6,224,542 $6,960,877
Operating income ($1,157,972) ($214,678) ($354,687)
Auxiliary Activities
Revenue from auxiliary
Special exhibitions $1,655,200 $510,415 $451,347
Museum gift shop 1,596,775 606,503 810,123
Skyline Buffet 515,843 305,952 418,960
Museum parking 131,512 45,068 64,651
Museum Association 337,136 305,910 342,850
Revenue from auxiliary 4,236,466 1,773,848 2,087,931
Expenses from auxiliary
Special exhibitions 814,741 313,057 137,680
Museum gift shop 1,679,294 662,685 990,090
Skyline Buffet 592,051 457,841 462,475
Museum parking 31,168 16,528 16,536
Museum Association 344,955 292,877 353,016
Expenses from auxiliary 3,462,209 1,742,988 1,959,797
Profit from auxiliary activities $774,257 $30,860 $128,134
Net income ($383,715) ($183,818) ($226,553)

*Administration expenses included mostly overhead costs, such as insurance, maintenance, utilities,

equipment lease agreements, and so forth.
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MUSEUM MARKET'NG Affairs, Ashley Mercer was respon.
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As director of development e ecific responsibilities 1-ela-ld' 55y
ible for marketing at CAM. Her spP seum visitation, and building museum mep,.

sible mu
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Museum Image

Interest in the public image of CAM began soon after the ns:czlctility was ded-
icated. The new four-story building, situal‘ted downto:vrl; a. t] 3 (o) S!‘IYSCrap-
ers, was occasionally referred to as the “marble box” by 1 Cs Al(\:;} ics, since the
building facade contained Italian marble. When asked about s image, Brent
commented:

It is basically correct to say that, in the mind of the public, CAM has no image.
There is nothing about this [building] that says, “'m a museum,” or “Come in.”
There are a lot of people that are not interested in high culture and think this is 2
drive-in bank or an office building.

Most art museums in America have a problem with image. One of the things
that makes me mad is that people think there is something wrong with the mu-
seum. CAM is one of the most public in the country, and more heavily dependent
on the membership contribution than any other [museum]. Like most, it is under-
endowed and underfunded from reliable public funds. In fact, the American As-

movies, etc, They F.

: Members are college-
in i i -
€Omes in excegs of $70 ()%Opmathn of 2.5 million),

COmpared to 20 percent




. T MUSEUM %;
599
of the Coun, .
ty po : :
th Pulatjon 7
coi;:);my DOpulation), a)r’u;l ;l; are over 40 years old (compared to 25 percent of i
POpulatiop), Percent are white (compared to 75 percent of the
Janet Blake, g .
S » Staff assista o in charge of membershi d
ong our m . p, noted:
cachet of ¢ Mbership CAM is viewed asa

. Bty community organization that has a
ng Visitors g Wk Ucational, convenient, and inviting. It is a great
City for an afternoon of lunch and browsing.
The Colemg
n
to have lunt, ‘:itbl‘ri:lje;m has a definjte image in my opinion.
a few things if time ein;‘buy an art .or history book for the coffee table, and see
members to park cc}:nv enlits' Ilts Parking facility is strategically located to allow its
Christmas hol; g, ently for downtown shopping, particularly during the

It'’s a great place

Museum Visitation

CBreeC::;Zemﬂ;:E elrss ﬁi gelx\)/[eral b,elief that in.creas.ed numbers of visitors lead to in-
AL Ayl throﬁ, 4 e;lcer s staff has“ hlst.oncally focused its efforts on increas-
i e : g .t e museum.' Social, cultural, and educational activity

S€Um 1is a major goal, and is not exclusive to the viewing of art,” said
Mercer. These efforts can be separated into general and outreach programs and
programs involving special exhibitions and events.

Press Relations cAM continually promotes its special exhibitions and activities
by sending out press releases, and it maintains a close relationship with the local
media. Stories about art and history, public programs, and human interest issues
are often featured in the local media. A five-year anniversary party was held at
the museum in January 2005, designed as a free special event aimed to involve
the general public with the museum.

Education and Outreach CAM has many programs directed toward educating
the public. Among these are public programs such as adult tours, school tours,
lectures, art films, and feature films. The museum engages in programming to
create community involvement and lends performing space to local performing

arts organizations.

Special Exhibitions Public service announc.ements_ v'VI.'itten by the museum are
aired on local radio stations to promote special exhlblFlons. {&(l'v_ertlsements are
run in local newspapers in a five-county area for special exhibitions. I.“or major
special exhibitions, advertising is usual.ly sponsored by a local ci;)rporagon.
Mercer believed that these efforts increased museum attendance. For exam-

o di i hen only the perma-
1. :ooe surveys indicate that on a typical day wi y p
ple, permdl? VIS:,Z; availai)le for viewing, 85 percent of visitors were non-CAM
nent collection dded that even though less than 1 percent of nonmembers actu-
member;. (thfi)j membership during a visit, this exposure helped in the annual
ally applie

membership solicitation.

Museum Membership

According to Mercer:

Museum membersh1
roles in the suc<_:ess
have a symbiotic €

revenue earned from membership play significant
perations of CAM. The museum and its members
de the museum with a volunteer

p and the
and daily o .
Jationship. Members provi
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) . ts CAM has two distinct memberships.
ris Beneﬂ:as”[?t?e‘:ec :::o memberships are further divided 1&2
categories based on dollar cont'ributiorlls a?d be;ggts ;ice;:fci-o'fglse(r)% Sre SiX cat-
egories of personal membership ran.gmg rom P JeRr ! : ; per year.
Corporate memberships are divided into four catego'rl'es rfmgmg rom $1,000 per
year to $10,000 per year. These categories and participation levels were created
with the move to the new building. In 2004, there were 17,429 personal member-
ships and 205 corporate memberships.

Exhibit 3 shows the benefits received by each personal membership category,
Exhibit 4 provides a breakdown of personal memberships by category and the
revenue generated by each category over the past five years. In 2004, personal
memberships accounted for almost 80 percent of membership revenue.

Corporate memberships provide many of the same benefits as the $500 or
higher personal memberships. In addition, corporate members are given “Em-
ployee Memberships” depending on their category. For example, corporate

Member Categ
(1) personal and (2) corporat

Membership Benefits by Membership C;';egories

Membership Category

=T $50 $100 $250 $500 $1,500 $5,000
Invitations to special previews/events * * *

Benefits

s : * *
Free limited parking =
s : : : * *
Free admission to special exhibits ¥ v
. ' . > * * *
5% discount at Skyline Buffet and gift shop * %
Monthly calendar F : : : *
. » ! ;
Discounts on films/lectures : s : :
Reci * :
ciprocal membership in other mus ; ; : *
Invitations to distj i a \ : : *
. Istinguished lectures *
Listing in annua] report ; : * *
fersonal tours of exhibition areas : , ; *
nvitati
ltations to exclusjve i :
ety prev1ews/events * *
o imited parking . :
nique trave| Opportunitieg :
5 *
Recognition on Plaques
First views of new oy > * *
e acquisitiong * :
ty on all museum tr;
. . l
Dinner with the djr o * '
ector *
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Personal Membership Categories
and Revenyes by Year, 2000-2004
pip Catego Amount Number of Members

W”;/Z's’e’w - 12004 2003 P 2001 2000
pss0C . 1396 2,433 2,548 2,576 2,465
COHCCtor 364 325 397 ,461 454
patron ; $500 102 85 65 0 0

1,500
partnet 604 638 679 741 882
pirector’s Club $5,000 91 86 98 0 0
hi 0 T
Total membership 17,429 15,815 17,370 20,131 21,559
Membership Revenues

2004 2003 2002 2001 2000
Regular $‘1”50 $639,664 $556,120 $611,864 $600,188 $662,631
Associate 00 234,871 232,398 249,317 244,961 242,981
Collector $250 81,415 76,987 97,474 108,432 105,840
S $500 48,100 44,293 35,500 0 0
Partner $1,500 815,666 958,419 968,239 1,187,728 1,041,898
Director’s Club $5,000 406,673 405,016 458,938 282,219 0
Total membership $2,298449  $2,334,583  $2,485352  $2,451,638  $2,079,330

revenue?

“The number of memberships times the dollar value does not equal the amounts given as the membership revenue, since
some memberships are given gratis.

brhe inconsistency between these figures and the figures shown on the income and expense statement is due to memberships
given gratis.

members that fall into the $1,000 category are given 25 employee memberships;
those in the $10,000 category are given 250 such memberships.

The direct cost of benefits provided by CAM to personal and corporate mem-
bers was estimated by the museum’s accounting firm. CAM was required to do
this because of income tax laws that limited the deductibility of membership to
the difference between the direct cost of membership and the value of the ben-
efits received. The estimated total cost of member benefits provided exceeded
$1 million each year since 2000." An itemized summary of benefit costs by cat-

egory in 2004 follows.

Category Bencefit Cost
Regular ($50) $631,016
Associate ($100) 81,903
Collector ($250) 64,135
Patron ($500) 39,628
Partner ($1,500) 99,567
Director’s Club ($5,000) 15,975
Corporate (all categories) 125,576

Total cost $1,057,800

e

exceeds the membership expense shown in Exhibit 2 because the

! The estimated cost of bepofiig included in this estimate. These costs are allocated across sev-

items is
cost of publications and other item:

eral different items in Exhibit 2.
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solicitations focus ies. Personal solicitati ¢
ries. ; he $500 to $5,000 cat.
in the $50 to $250 cat:jegr(t)enew personal memberships in t $ 00 cat
t an
are used to recrul

erships. ; ;
ot and Corpo';?te :;i;ntl:lephone lists obtained from other cultural organiz,.
CAM uses mailing

: ies. These lists are culled to target zip codes and ;?lephone
tions and list age;zl s,.olicitations include a letter fro.m the r'nus.eumf irector, 5
preﬁ}.’l( nun;ber;bing the museum, and a membership application form. TeJe.
brochure desc

i w-up brochure and application form,
phone solicitations include a follow-up ;
TheS elcl olnt c:nicss lof direct-mail solicitation are illustrated below, based on an

August 2004 mailing considered typical by Mercer.
Total mail solicitations 148,530
Total memberships obtained 1,532
Response rate 1.03%
Total membership revenue $84,280.00
Total direct-mail costs $66,488.80
Two direct-mail solicitations of this magnitude are conducted each year.

The solicitation process for personal memberships in larger dollar categories
and corporate memberships relies on personal contact by CAM volunteers and

of personal contacts and from the lapsed membership roster, the society page,
membership-level lists. Once
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discussed. Spec; 603
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Istration costs Was pg’ssif)lfeelt ;:;L 210 percent reduction in personnel and admin-

tion from Fany, - !
" el Coun ., crmore, his staff estimated )
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sponsible, namely the Skyline Buff

l\'{erc.er w.as impressed with the
Sf.rlfm.s Situation. She too had given
visitation, and membership prior to
ing with her staff had raised more

attention Smith had already given to the mu-
consideration to matters of museum image,
the meiting. Unfortunately, an earlier meet-
: Issues than hard-and-fast recommendations.
S oo g o e 2 ol dnision o 2 e
13 to 22) and senior citizen (60n m:i i g R
institutional advertising was raisjcri1 f)ldel') R Th PR
cial exhibitions and events. Other s’t;;;l e had‘ e on_ly Hai

. members said that the benefits given to
members needed to be enhanced. For example, raising discounts at the Skyline
Buffet and gift shop to 20 percent was suggested. Another possibility raised was
commissioning a “coffee table” book featuring major artwork at CAM to be given
with personal memberships of $500 or more.

Mercer listened to these suggestions, knowing that some were unlikely to
receive Board of Trustee approval. These included any proposal to increase ex-
penses for publications/public information (for example, new books and paid
institutional advertising). She had already been informed that expenses for such
activities could not exceed the 2004 expenditure. Improving the member ben-
efit package seemed like a good idea. Increasing restaurant and gift shop dis-
counts, even though 65 percent of the business for both was already on discount,
seemed like a good idea, at least at the margin. Smith. said that he woglq give
this suggestion consideration, but asked that Mercer thx'nk further 'about it m Fhe
context of the overall member-benefit package. 'Cl'xargmg a nominal admission
fee for nonmembers also seemed reasonable. Visitor surveys- I}ad shown that
50 percent of nonmember visitors said that the‘y would be w1111ng 0 pay 8 $2
admission fee for viewing the permanent collection (access to special exhibitions
would continue to have admission fees). Furthermore, members could then be

dditional benefit, that is, free admission. However, Smith noted that
o d itself on free access, and he wondered how the Board of

his suggestion. Additional membership categories below
. 25 d to provide new opportuni-
d senior citizens also seeme ol PP

$50 ancl To¢ studerl;:;;nof the population that had not typically yielded members.

B Segm'th pelieved that their initial meeting had produced some good

Mercer and Sth ht that they had to give these matters further thought. They

ideas, but b0t1: ;,gZi fan d begin to prepare an integrated plan of action and a pro
agreed to mee

forma income statement for 2005.
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