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single golf course. 
Every golf course is not a can-

didate for a management com-
pany. There are a number of well-
run, financially successful 
courses that have developed ef-
fective management systems and 
leadership. The fact is an increas-
ing number of owners feel that 
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issue of GCN, Billy Casper 
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they are ill equipped to effectively 
compete in the current aggres-
sive, oversupplied golf market-
place. Recent changes in the golf 
industry drive golf course own-
ers to seek outside management 
partners to help a course capital-
ize on strengths, while mitigat-
ing and eliminating weaknesses. 

The cost for a management 
company solution is an ongoing 
fee structure tied to the econom-

ics of the course and the com-
petitive market. However, a fee 
should include two components: 
a set fee and a performance 
driven incentive, both the man-
agement company and owner 
must be in the same canoe with 
shared risk. Agood management 
company will base their fee on 
the course's performance while 
working with the owner to evalu-
ate the objectives and design an 

array of services that fit the busi-
ness needs and owners' goals. 

Management companies can 
bring strategic relationships for 
services, products and equip-
ment that serve as a continuous 
competitive advantage. This in-
cludes co-op advertising and ex-
tended marketing opportunities 
that the single course owner is 
not able to develop. 

The golf industry today has 

become totally marketing-
driven. With the oversupplied 
environment, overall rounds 
have stayed constant while indi-
vidual course rounds have 
dropped 10 to 15 percent in the 
last two years. To offset this 
competitive environment a good 
management company will ana-
lyze each property and develop a 
marketing plan that addresses 
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at maybe $65,000, total manage-
ment costs for the course tops 
$215,000. Not only is this expen-
sive, but this layer can have a 
negative affect on the operation 
- especially if the site manager 
needs approval for every deci-
sion from the head office. Any-
one in this business knows that 
many site decisions need to be 
made immediately - like $3,000 
to fix a broken compressor with 
tomorrow's 300-person wedding 
feast ready to spoil. It's Friday 
night and head office is closed. 

You might see where I'm going 
with this, because I believe many 
golf course owners who need third 
party management should bypass 
the management company and pay 
a top-notch manager $90,000 in-
stead. The math is easy. You're up 
$125,000. Sure, you screen the 
manager to be sure he/she knows 
what a green is, how to assemble 
a corned beef sandwich, and can 
turn on a computer. The key is to 
give the manager a high level of 
authority to make decisions. Hey, 
you've got $125,000 extra avail-
able in case the general manager 
screws up anyway. 

I also point out that manage-
ment fee contingencies are usually 
based on gross receipts, not earn-
ings. I don't see much sense in that 
approach. Where's the incentive 
for the management company to 
perform? Here's the $3 million 
revenue golf course, throwing off 
$750,000 paying 25 percent of that 
to a management company that 
runs the place from a thousand 
miles away. Is that smart business? 

I think we're seeing that real-
ization taking place with one of 
the largest golf course manage-
ment companies in the country. 
They appear to be disposing all 
of their golf properties that earn 
less than $1 million a year (I was 
involved in one). Their accoun-
tants have figured that sub-mil-
lion courses can't afford the 
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1-888-Gt: FIRS',T (433-4778) 
www.gecapitalrealestate.com 

Score a Great Deal 
Heller Financial's Golf Lending Group is now a member 

of the GE Capital Heal Estate team. We look 

forward to providing you with even more 

effective solutions, through our greater 

breadth of products and services, 

enhanced local real estate expertise 

and capital strengthu 

At GE Capital, we're 
building our business 
to serve you better. 

Phase call our team members to find out more: 

John Seeburger 
Western United States 

949-477-1529 

Rick Nekoroski 
Eastern United States 

617-728-6202 

Christy Lockridge 
Program Director 
312-441-6739 

http://www.gecapitalrealestate.com

