BUDGETS 1970:

THE
HIGH

GOSIT:
OPERATING

Just how hard has inflation
hit country clubs?
Although the cost-price
line was held better in
1969 than in 1968,

over the last four years
grounds and greens labor
costs in the Chicago area
soared anywhere from 9 to
22 per cent, and there is
no leveling-off in sight

By JOE DOAN
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chicago area pros, superinten-
dents and club managers feel
that a little better job was done
in holding the cost-price line
during the 1969 season than in
the previous year. Inflation cer-
tainly wasn’t washed out of the
country club economy this year,
but the consensus is that oper-
ating costs and prices didn’t
climb at the same accelerated
pace that they did in 1968.

A survey of more than a dozen
pro shops, made in early Sep-

tember, showed that outside of

skirts, culottes and shorts
the cost of
merchandise

didn’t in-

T .

crease as much this year as last.
These items, several pros said,
were up a solid 10 per cent and
in some cases, 15 per cent.
Slacks generally carried a 5 per
cent higher cost tag. Cheaper
shirts increased from 5 per cent
to 10 per cent, depending on the
brand, but the more expensive
shirts were up very little, if at all.
Sweaters also held the price line.
The same is true of golf balls.
Pros generally passed the in-
creases on to their customers.
Only one out of four pros said
he increased his lesson
fee in 1969.
In all cases it
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per half hour. Two out of three
pros, however, got more for club
cleaning and storage in 1969
than in 1968. The average in-
crease for this service was 12 per
cent. Those who didn’t increase
this fee are going to next year.
Whatever additional income
that was realized from cleaning
and storage was more than ab-
sorbed by the higher salaries
that had to be paid to assistants.
In some cases salaries ran as high
as 15 per cent. On the other
hand, only one of three pros
said his retainer was increased
by the club. One club doubled
the amount of the retainer it
pays its pro.

Golf car rentals held steady.
At the few clubs where they were
raised, the increase amounted to
50 cents per 18 holes. Caddie-
masters’ salaries went up an
average of 5 per cent, but caddie
rates generally were the same as
in 1968.

On the maintenance side,
superintendents  report  that
chemicals and fertilizers held
firm. Sand, seed, topdressing
and stone prices increased
slightly, but rarely more than 5
per cent. Replacement parts for
machinery went up about 5 per
cent, but the cost of buying new
equipment increased a little
more than this.

Hourly labor rates again in-
creased. Most superintendents
said increases amounted to
about 5 per cent, but at a few
clubs it was necessary to raise
pay rates by 8 or 10 per cent to

get reasonably good help. As for
a rough estimate of the increased
cost of maintaining grounds and
greens for 1969 as compared to
1968, the figure most frequently
quoted was $5,000.

Food costs were up at least 5
per cent, according to most club
managers. Liquor costs went
up only slightly, mainly due to a
tax increase that was enacted in
Illinois in August. The overall
club budget, which consists for
the most part of salaries and
wages, was up an estimated 8
per cent in 1969. At most clubs
it was necessary to raise food
and liquor prices by from 5 to
10 per cent to absorb the in-
creased costs.

Weather played an important
part in the economy of Chicago
district clubs this season. Rain
knocked out a high percentage
of business in May and June and
the early part of July. (See
September issue of GOLFDOM ,
page 69.) Golf car revenue was
down by a considerable margin.
So was the pros’ gross. It even
hurt the maintenance depart-
ments, some of which had to pay
a good deal of overtime to keep
fairways mowed. However, most
managers say that restaurant
and lounge volume wasn’t seri-
ously affected by the rainy
weather.

From 1965 to 1969

A comparative study, howev-
er, of the 1969 Chicago District
Golf Assn.’s Directory of Infor-
mation with the CDGA’s 1965
Directory shows that inflation

has laid a heavy hand on coun-
try clubs in the last four years.
Exactly how heavy is impossible
to assess because of several
changes that have been made in
the CDGA’s method of collect-
ing and presenting operational
statistics since the 1965 Direc-
tory was published. But there
can’t be much doubt that the
cost of operating a country club
or belonging to one is doing
considerably more than inching
up, outrunning, for example, the
increase in the Labor Bureau of
Statistics’ Consumer Price Index
by quite a wide margin.

From the end of 1964 until
the end of 1968, the Index rose
from 108.1 to 121.2, a difference
of 13.1 inflation points. Using
the 1964 figure as a base, the
four-year increase amounts to
11.2 per cent.

Random figures selected from
the 1964 and 1968 CDGA direc-
tories show that grounds and
greens labor costs, a prime indi-
cator in judging the trend of
country club operational costs,
are up 9 per cent, according to
one way of reckoning, and 22 per
cent, according to another. The
cost of buying chemicals and
fertilizers, for example, increased
about 20 per cent in the four-
year period, while gas, oil and
grease prices went up around 15
per cent. Lesson fees were 25 per
cent higher in 1968 than in 1964,
and club cleaning and storage
charges advanced slightly more
than 15 per cent. From a per-

continued
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HIGH COST

continued

centage , standpoint, the biggest
bite in a club’s budget was
taken by the swimming pool
operation—a 45 per cent in-
crease. Fortunately, the cost of
running a pool at the average
club doesn’t exceed $11,000 or
$12,000 yearly.

For the 1969 Directory, the
Chicago District polled only 35
of its member clubs to get com-
plete club operation information.
In addition, it sent shorter ques-
tionnaires to 80 clubs.

In  presenting operational
statistics, the CDGA classifies
clubs by sections—North, South,
West and Peripheral. The 1969
Directory, of course, covers
1968 operations, just as the 1965
Directory, covers operations for
1964.

Labor costs (which don’t in-
clude the superintendents’ sala-
ries) accounted for 50.2 per cent
of the money spent in maintain-
ing grounds and greens at Chi-
cago District clubs in 1968. In
1964, they accounted for 46.1
per cent. The difference of 4.1
per cent, based on the 1964 fig-
ure, represents about a 9 per
cent increase in labor costs.
Figured this way, the increase in
labor costs over the four-year
period lagged behind the Labor
Index percentage of 11.2.

However, the spread in course
maintenance wage rates between
1964 and 1968 in the Chicago
area shows the 9 per cent figure
to be too low. In 1964, the hourly
wage rate for 51 member clubs
averaged about $1.75. In 1968,
the average for 27 clubs was
$2.14. Using 1964 as a base, the
hourly rate increased more than
22 per cent in four years, or
twice the CPI figure quoted for
1968. Another factor that has
increased grounds and greens
labor costs is that clubs are now
keeping five year-round men on
their staffs compared to three
men four years ago. The average
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seasonal staffs of 11 are the same
for both 1964 and 1968.

The cost of purchasing sand,
soil, chemicals, fertilizers and
seeds for grounds and greens
maintenance in 1968 took 12.6
per cent of the superintendent’s
budget. In 1964, this percentage
was 10.5. Gas, oil and grease
purchased in 1964 ran to 2.1 per
cent of total expenses in contrast
to 2.4 in 1968. At first glance,
the difference appears minimal,
but it amounts to an increase of
about 15 per cent. Since quan-
tity purchases of these items is
about the same from year to
year at most courses, the differ-
ence is due to inflation.

Capital expenditures reported
by 20 CDGA clubs in 1968 aver-
aged close to $18,000 in contrast
to $14,400 four years before by
39 clubs. On the average, these
expenditures were up sharply at
South and West clubs, but down
by a large margin at Peripheral
clubs. One club completely re-
built its course at a cost exceed-
ing $300,000. This figure was
omitted from the CDGA statis-
tics to avoid distortion.

The summary of the profes-
sional operation is not quite as
extensive for 1968 as it was four
years ago because salaries and
retainer fees paid to the pro, plus
some other items pertaining to
his business operation, are now
classified as confidential. How-
ever, items such as lesson charg-
es, club cleaning and storage
charges are covered extensively
in the Directory. The lesson fee
at 55 clubs now averages $5.25
for a half hour compared to
$4.35 four years ago. Charges
for cleaning and storage have
gone up from $17.50 to $20.75.
Most pros hasten to explain that
these increases haven’t proven to
be much of a windfall because of
the higher wages paid assistants.

Average salaries of assistants
aren’t listed in the Directories
for either 1964 or 1968. How-
ever, the latter publication car-
ries the information that only

three out of 25 clubs pay even
part of the salaries of assistant
pros.

The pay of caddiemasters has
improved appreciably at Chi-
cago District clubs in the last
four years. In 1964, 27 clubs
paid their caddiemasters an av-
erage of about $375 per month.
In 1968, this figure was in-
creased to $508 for 22 clubs.
Most of the city clubs are paying
caddiemasters a minimum of
$500 monthly and some are top-
ping the $600 mark. At the Pe-
ripheral clubs, however, the scale
is closer to $400. Assistant
caddiemasters are now making
about $275 a month in contrast
to $212 four years ago.

One place where the inflation
line is being held is in the golf
car operation. In 1968, the rental
average at 73 clubs was just
slightly under $8 per 18 holes.
Four years ago, it came out to
$7.75 for 53 clubs. Three clubs
are getting as high as $10 for
each car rental. One club rents
its cars for $1.20 for nine holes,
and at two others, the charge for
18 is only $4.50. Annual income
per car, the Directory notes,
ranges from as low as $110 to a
high of $936. There is a footnote
here, incidentally, in which the
editors question the reliability
of golf car income figures;
stating that accounting methods
at various clubs apparently
aren’t standardized in determin-
ing car rental profits.

Thirteen out of 25 clubs re-
quire caddies to accompany
players who drive. This is con-
sistent with past policies of
CDGA clubs. A breakdown of
the caddie report from 55 clubs
shows that the pay rate per 18
holes is about $3.85. It is im-
possible to make an exact com-
parison between the current rate
and that of four years ago be-
cause the Directory no longer
classifies caddies as Honor, or
Class B. However, in 1964, an
Honor caddie averaged $3.35
for 18 holes and a Class B,



INCREASE EARNINGS,
SERVICE & SPACE

Remodel your present storage
space, bring your bag racks

up to date

WITH NEw Stafford
VERTICAL BAG RACKS

B

U.S. & CANADIAN PATENTS

Your members will like the extra
convenience and care. Your
pro shop profits from 40%
more space these racks make
available.

Double unit shown holds 16 .

bags, size 2’ x 4’ x 6'-6" high,
gives 12" x 12" space for bags.
Single unit holds 8, size 1’ x 4’
x6'-6" high. Sturdy steel. Bags
set solid on tapered shelves.

* Wear and tear of golf bags
is completely eliminated

* Damp bags dry faster — no
mildew

* Provides a neat appearance

* Faster, easier storage

* Easy to install and add
more as needed —

Send us your floor measure-
ments, we will plan a layout and
quote you — no obligation.

THE A. G. STAFFORD (0.

2000 Allen Ave. S.E. « P. O. Box 287
Canton, Ohio 44701 « 216/453-8431

For more information circle number 217 on card
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$2.65. Assuming the average
for the two classes to be $3 a
round, the youngster who is
carrying clubs today is faring
somewhat better than he did
four years ago.

The inflationary trend is
strongly evident where the
swimming pool operation is in-
volved. Four years ago, 35l
CDGA clubs ran their pools at
an average cost of about $7,600
a year. Now it costs close to
$11,000, according to figures
supplied by 24 reporting clubs.
The $3,400 difference is largely
the result of increased salaries.
In 1964, these salaries totaled
about $4,200 per club; now the
figure is close to $6,400.

The campaign to get more
members to patronize the clubs’
restaurants and bars apparently
is paying dividends. In 1964, the
average gross for 40 CDGA din-
ing room operations was close to
$121,000. Bar revenue at the
same number of clubs averaged
nearly $80,000. Contrast these
figures with the 1968 averages:
about $175,000 for restaurants
and $102,000 for bars. The
Bureau of Labor Statistics shows
that the food index between the
end of 1964 and 1968 increased
from 1064 to 119.3, or almost
exactly 12 per cent. The dis-
tilleries, however, must know
something about holding the
price line because the whiskey
index is now only 108.7, in com-
parison with 104.9 at the end of
1964. This represents an increase
of only 3.65 per cent.

Taking that $121,000 dining
room gross of 1964 and multi-
plying it by 12 per cent to reflect
inflation would bring it up to
about $135,000 for 1968, assum-
ing there was no increase or ac-
cretion in business over the four-
year period. That it has jumped
up to $175,000 attests to some
ingenious restaurant promotion
on the part of club managers in
the Chicago District.

The same reasoning can be
applied to bar revenue. Multi-
plying the 1964 figure of $80,000
by 3.65 per cent to account for
inflation, and assuming no
growth in volume over the four-
year period, 1968 sales would
have averaged about $83,000.
However, as you will note, they
are up to $102,000. So, once
again the persuasive promo-
tional hand of the club manager

isin evidence.
Cost ratios (sales divided by

cost of products) for 1968 and
1964 were remarkably steady for
both restaurant and bar opera-
tions. (See chart below.)

The cost/sales ratio, accord-
ing to the CDGA, should be
kept below 48 per cent if the
club restaurant is to avoid a defi-
cit operation. The average ser-
vice charge increased from about
10.5 per cent in 1964 to 15 per
cent in 1968. Comparisons be-
tween operating costs (wages
and salaries for chefs, cooks,
waitresses, bartenders and oth-
ers) can’t be made for the two
years because information for
1964 is unavailable.

The 1960 CDGA Directory of
Information runs to 36 pages of
statistical and miscellaneous in-
formation. But, there’s nothing
about how to curb inflation. 0O

Cost ratios 1968 and 1964

Restaurants
1968 1964
North 46.8% | 47.3%
South 46.8% | 46.4%
West 48.1% | 45.0%

Peripheral 45.7% | 49.3%

Bars
1968 1964
North 31.9% | 33.4%
South 30.9% | 35.4%
West 31.7% | 34.7%

39.4% | 39.2%

Peripheral




BUDGETS 1970:

HOW THE GOVERNMENT CAN UPSET

By KEN EMERSON

Trying to second-guess
the Government will

) Dollars . Cents
add to the frustrations : | >IN oYY
of budget preparation ' -
this year. The
impending Federal
Minimum Wage
and Tax Reform
bills and increased
state taxes could
markedly affect clubs:
finances. But
intelligent predictions
of the outcome are
almost impossible

CAPITOL BUILDING

WIDE WORLD PHOTOS

CASH REGISTER PHOTOGRAPHED
BY STEVE MANVILLE
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YOUR PLANS

The club industry will probably
remember 1970 as “the year of
the budget.”

Never before have clubs been
more aware of the need for seri-
ous budget planning. Never be-
fore has it been so difficult to
make the kinds of intelligent pre-
dictions that are imperative to
accurate forecasting.

In many cases the economic
waters are being muddied by dra-
matic changes within the business
environment of the clubs and the
club memberships. However,
with increasing frequency pend-
ing governmental activities in
both Federal and state legisla-
tures make it difficult to antici-
pate many of the factors likely to
affect a club’s budget.

The two areas most likely to be
influenced by future legislative
action are payroll costs and tax-
es. While it is entirely possible
that more light may have been
shed on some parts of the tax
picture—principally those af-
fected by the Federal Tax Re-
form bill—by the time this is
read it is highly unlikely that
state taxes and payroll costs will
be similarly illuminated before
mid-1970.

The reason for both uncertain-
ties is essentially the same. Ac-
tion on state taxes will not take
place before the various state leg-
islatures convene for their 1970
sessions; the new Minimum

Wage bill, although introduced
in both Houses, is unlikely to
come to a vote before Congress
meets next year.

However, if workable budget
forecasts are to be made, consid-
eration will certainly have to be
given to both of these tax areas
as well as to the Wage Hour Law.
An examination of the three
show just how vital they are to
the golf industry.

Wage Hour Law 1969

This piece of legislation in-
cludes four points that can affect
clubs, one or more of them will
apply to nearly every club in the
country and will result in in-
creased payroll expenses. They
are: 1) a minimum hourly wage
of $2; 2) elimination of the culi-
nary overtime exemption; 3)
elimination of the tip credit; and
4) elimination of the $250,000
exemption which will bring all
clubs, regardless of gross income,
under the law.

Just how seriously the wage
law will affect each club depends
largely on whether or not that
club is presently covered by the
law and to what extent it is mak-
ing use of the various features of
the law. It is expected however,
that it will have a measurable
impact on most clubs. While the
National Club Assn. expects to
testify during hearings, given the
present attitude prevailing

throughout the country, it ap-
pears that most provisions of the
bill will pass.

Tax Reform Act of 1969

It is probable that this bill will
pass the Senate during the cur-
rent session in substantially the
same form approved by the
House. The following sections
are those most likely to affect a
club’s budget. The bill extends
the unrelated business income
tax to private clubs. Unrelated
business income is defined as
“the gross income (excluding
exempt income), less deductions
which are directly connected
with the production of that in-
come.” It also extends the regu-
lar corporate tax to the invest-
ment income of clubs. A club
which is not exempt from taxa-
tion will be allowed deductions
for goods, services and insurance,
only to the extent derived dur-
ing that year. The bill does not
call for a tax on capital gains
realized from the sale of club
properties.

If the bill passes the Senate in
its present form it will mean that
the only club income exempt
from taxes will be ““the gross in-
come from dues, fees, charges, or
similar amounts paid by mem-
bers of the club as consideration
for providing such members or
their guests goods, facilities, or

continued on page 54
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No. 7-0 with new, high-speed leat
handling vacuum blower attachment, shreds
20-30 cubic yards of soil an hour.

Make Better
Top Dressing,
Mulch

witha

KEMP SHREDDER

A Kemp Shredder will provide
any greenskeeper with a constant
supply of thoroughly aerated, rub-
ble- and stone-free soil for top-
dressing, patching or rebuilding turf
areas anywhere on the course.

Kemp Shredders also make excel-
lent mulch from brush, sod, branches
and other organic materials.

With a Kemp you can shred, grind
or pulverize everything from soil to
phosphate rock. Put a Kemp to good
use on your course. You'll save time,
effort and money.

There’s a Kemp for Every Use.

Kemp Model 8-0 (above) shreds 12 cu. yards
of soil an hour. Other Kemp models range
from 4 cu. yds. up to 101 cu. yds. an hour.

GREENSKEEPERS
Let us help you with your shred-
ding problems. Write today for com-
plete information and prices.
Shipped Assembled, Ready-to-Use

RUGGED DEPENDABILITY
KEEPS KEMP FIRST IN
SOIL & COMPOST SHREDDERS

EM P sireooer co.

558 Kemp Bldg., Erie, Pa. 16512

|~ =" CUT OUT AND MAILTODAY ===

Kemp Mig. Co. 558 Kemp Bldg., Erie, Pa. 16512
Send me folders showing and describing
Shredder models and outlining many uses '
for soil and compost shredders.

Name :
RD. or St. SRR A I e &
P.O. & Zip |
STATE Code |

For more information circle number 269 on card
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UPSET YOUR PLANS

continued from page 53
services in furtherance of the pur-
poses constituting the basis for
the exemption of the organization
to which such income is paid.”

In particular, club budgets will
have to provide for taxes on
funds set aside in savings ac-
counts or certified deposits and
for taxes on that income derived
from sources not directly related
to the club’s tax exempt purpose.

State taxes

In addition to the Federal Tax
Reform Act serious considera-
tion must be given to the possi-
bility of additional state taxes.
Until recently the most likely
area of increase seemed to be
centered around personal prop-
erty taxes. In some areas these
had increased five-fold until
clubs in those areas made a con-
certed effort to pass state recre-
ational land bills which provided
some measure of relief.

In the past two months, how-
ever, we have seen the emergence
of a State Excise Tax on club
dues and fees. Should other
states follow the lead of Connect-
icut, and it appears likely that
others will certainly try, we can
expect to see an increasing num-
ber of state tax legislation assess-
ing taxes of up to 10 per cent on
all club dues, fees and assess-
ments. Only the greatest vigi-
lance in protecting their inter-
ests will give the clubs any relief.

These then are the three areas
which must be considered by
club budget committees even
though final action cannot be
accurately predicted at this time.
Each club will have to consider
its own local situation and its
own position in the state econ-
omy in order to satisfactorily an-
ticipate probable increases in
costs. And even then, a cautious
budget committee will un-
doubtedly want to consider a
mid-year meeting with an eye to-
ward revising estimates in the
light of a changing situation. 0O

TROUBLE FREE
RENTAL CART SERVICE

We furnish you all you need on
rental share basis. No investment
for you! We deliver and service
carts regularly and keep them in
good repair—FREE. Carts rebuilt
yearly. Clubs not held responsible
for damages, theft or breakage.

CADDY-ROLL
RENTAL SERVICE

Three Rivers, Michigan

For more information circle number 202 on card

Greener grass for
fewer greenbacks

5Ft. & 8 Ft. e,

Tractor-Drawn
els Tt Fac

Turf-Vac powered sweepers cover the
ground with a tornado of air. Grass clip-
pings, leaves and debris are quickly re-
moved. Thatch is prevented from accumu-
lating because the turf is “scrubbed”
clean.

More and more groundsmen are turning
to Turf-Vac for a long-sought answer
to proper turf maintenance. Turf-
Vac can do the

same for you. .

4 Ft. Self-

Propelled ; . "
! @
|

For complete information about
the modern approach—the Turf-

Vac approach to thatch control
—write for our free catalogue.

TURFVAC

3342 Olive Ave., Long Beach, Calif, 90807
(213) 427-7566

For more information circle number 197 on card





