
WASHINGTON, D . C . — E v e r y b o d y in-
volved in the golf business should 
get a work ing knowledge of a newly 
c o n c e i v e d F e d e r a l t a x a s f a s t a s 
possible. It has been des ignated the 
Value A d d e d T a x (VAT) . Go l f in-
dustry off ic ia ls will be hear ing a lot 
more abou t it in the next few yea r s 
regardless of the election results in 
N o v e m b e r . 

The new tax p rog ram would do 
m u c h t o o v e r c o m e t h e h o s t i l i t y 
tha t has g r o w n up in the coun t ry in 
recent years over the use of p rop -
e r ty t a x e s t o f i n a n c e s c h o o l s a n d 
o t h e r l o c a l g o v e r n m e n t a l e x -
penses. Last year , more than half the 
a t t emp t s by local gove rnmen t s to 
raise funds by new bond o f fe r ings 
b a c k e d by h i g h e r p r o p e r t y t a x e s 
fa i l ed . N o w , F e d e r a l t ax e x p e r t s 
a re searching for some new p lan to 
r a i s e r e v e n u e s o n an a d d i t i o n a l 
basis for local d is t r ibut ion. T h e r e 
a re no assurances tha t the V A T , if 
it is e v e n t u a l l y i n s t i t u t e d , wi l l 
l o w e r p r o p e r t y t a x e s . T h e c o n -
census is tha t it will slow the ac-
c e l e r a t i o n a n d p e r h a p s s t a b i l i z e 
proper ty taxes for both resident ial 
and recrea t ional lands. 

If you think V A T has little to do 
with y o u r bus ines s , y o u ' d b e t t e r 
t h i n k a g a i n a n d ge t a w o r k i n g 
k n o w l e d g e of t h e V A T p r o p o s a l . 
T o p t a x e x p e r t s in W a s h i n g t o n 

Talk has centered around 
a new tax c o n c e p t : the 
Value Added Tax. Its af-
fect on the golf industry 
is discussed along with 
interest rates 
say t ha t within a few yea r s the tax 
sys tem may be adop ted . 

Ac tua l ly V A T has been used in 
Eu rope for a while. Essential ly, it 
is a genera l Federal sales tax tha t 
is s lapped on goods at every level of 
p r o d u c t i o n and d i s t r i b u t i o n . It is 
a t a x o n t h e d i f f e r e n c e b e t w e e n 
what a f i rm pays for wha t it buys 
and w h a t it sells its p r o d u c t f o r . 
Let ' s look at how it works based on 
a V A T tax of 11 per cent at var ious 
s t eps in t h e p r o d u c t i o n a n d dis-
t r ibu t ion chain . 

A g o l f c l o t h i n g m a n u f a c t u r e r 
pays $20 fo r the fabr ic needed to 
t u r n o u t a spec i f ic g a r m e n t . H e 
pays a n o t h e r $5 for o ther finishing 
mate r ia l s . 

U n d e r V A T , the m a n u f a c t u r e r , 
using the 11 per cent tax , adds $2.20 
for the cost of the fabr ic and 55 cents 

for the cost of o the r mater ia l s . A t 
this point , the m a n u f a c t u r e r of the 
g a r m e n t has a cost of $27.75, ra th-
er t h a n the $25, wi thout V A T . 

N o w on to l abor cos ts and o the r 
expenses, and the prof i t the m a n u -
f a c t u r e r e x p e c t s t o m a k e . L e t ' s 
say tha t comes to a to ta l of $15. T h e 
m a n u f a c t u r e r adds the 11 per cent 
tax to the $15 as well, o r $1.65. T h e 
wholesale tag on the g a r m e n t now 
is $44.40 including the $4.40 V A T , 
r a the r than the $40 the m a n u f a c -
tu re r would cha rge the wholesaler 
t oday . 

If there is a wholesa ler involved, 
he wou ld be the nex t l ink in t h i s 
c h a i n of e s c a l a t i n g F e d e r a l t a x 
c h a r g e s . A s s u m e t h e w h o l e s a l e r ' s 
o p e r a t i n g c o s t s , h a n d l i n g a n d 
prof i t require him to raise the ga r -
m e n t ' s price tag to $10. T h e whole-
saler must pay the Federa l govern-
m e n t the 11 per cent V A T , or $ 1.10 
for this m a r k u p . T h i s m e a n s t h a t 
the $44.40 g a r m e n t he got f r o m the 
m a n u f a c t u r e r is go ing to cost the 
golf profess ional $55.50. 

T h e profess ional a lso m a r k s up 
t h e g a r m e n t a n o t h e r $ 1 0 to m e e t 
his expenses and m a k e a prof i t . T h e 
p r o f e s s i o n a l m u s t p a y t h e G o v -
e r n m e n t $1.10 on the value he " a d d -
e d " to the g a r m e n t ' s price. T h e cos t 
of t h e g a r m e n t t o t h e g o l f e r 
c u s t o m e r of the golf s h o p is $66.60; 
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$6.60 of t h a t to ta l is V A T . T h e tax 
alone is m o r e t h an 20 per cent of the 
cos t of t h e m a n u f a c t u r e r ' s f a b r i c 
an d o t h e r m a t e r i a l s . T h i s e x a m -
ple is essential ly the s a m e fo r the 
c l u b m a n a g e r a n d h i s f o o d a n d 
b e v e r a g e c o s t s a n d t h e s u p e r i n -
t e n d e n t a n d his e q u i p m e n t c o s t s . 
T h e super in tenden t , however , is the 
final s tep or cha in in the V A T . 

Also bear this in mind. If V A T be-
c o m e s l aw, t he b o o k k e e p i n g i sn ' t 
going to be simple. In fact , t he ex-
a m p l e a b o v e is an o v e r s i m p l i f i -
ca t ion of how each m a n u f a c t u r e r , 
w h o l e s a l e r a n d g o l f p r o f e s s i o n a l 
is going to have to value ma te r i a l , 
labor , p rof i t and o ther costs . A n d 
you can be sure, records a re going 
to have to be kept very ca re fu l ly to 
sat isfy Federa l tax col lectors . 

In t h e e n d , it m e a n s t h a t t h e 
c u s t o m e r o r golfer buying the gar -
ment is going to foot the bill for 
V A T and the costs of hand l ing it. 

A n o t h e r m a t t e r of increas ing in-
terest in W a s h i n g t o n , and of m o r e 
i m m e d i a t e i m p o r t a n c e t h a n 
V A T , is t h e fee l ing t h a t i n t e r e s t 
rates, especially charges for shor t -
t e rm bor rowing , are abou t to s ta r t 
moving u p w a r d again . 

S o m e inves tment ana lys t s a re 
now saying tha t short t e rm credi t 
will increase 20 to 30 per cent above 
last y e a r ' s $38 billion. It will be wise 
fo r b u s i n e s s m e n to w a t c h c lo se ly 
the speed with which the big c o r p o -
ra t ions begin increasing the i r bor -
r o w i n g f r o m t h e l ow l e v e l s t h a t 
have occur red while the e c o n o m y 
was in a s lump . C o r p o r a t i o n s be-
gan to pick up their bo r rowing ra te 
in F e b r u a r y . 

A n i m p o r t a n t note for the golf 
business: M o s t analys ts expect the 
record high level of savings to be-
gin s l ipping. Th i s m e a n s t ha t con-
sumers will be spending m o r e . Fo r 
the golf indus t ry , this could m e a n 
more ac t ion in the golf shops . Also , 
a rise in interest ra tes should not be 
t r ea ted pessimist ical ly. T h e ra tes 
will only rise when b a n k s and the 
Federal Reserve begin to reac t to a 
m a j o r upsurge in business. If conf i -
dence can be restored and c o n s u m -
ers s ta r t spending again , m a n y ob-
servers believe the coun t ry will go 
on ano the r spending binge, l ike tha t 
in the late 1960s, regardless of wha t 
the credi t s i tua t ion may be. • 

Turfkeeper handles your spraying 
program without breaking your budget. 

W i t h i ts 100-gal lon s ta in les s s tee l t a n k , l i ghtwe ight 15 - foo t b o o m (with 
5 - f o o t fo ldaway wings) and 10-gal lon a m i n u t e spray rate , John B e a n ' s 
n e w Turfkeeper 1 0 1 0 G E is the l ow-cos t answer t o golf course spraying. 
E a s y to m o u n t and r e m o v e from ut i l i t y vehicles , T u r f k e e p e r is se l f -
c o n t a i n e d with gasol ine engine drive, mechanica l a g i t a t i o n and R o y a l e t t e 
p u m p . • Us ing a P T O vehicle? T u r f k e e p e r M F - 1 0 0 - G is for you. Spec ia l ly 
des igned to mainta in desired appl i ca t ion rate desp i t e chang ing P T O R P M S , 
th i s mode l is ex tremely l ightwe ight for m a x i m u m c a p a c i t y for any ground 
condi t ion . • Also avai lable is eng ine dr ive Mode l M F - 1 0 0 G E for ut i l i ty 
v e h i c l e s not hav ing P T O drives. B o t h mode l s h a v e B E A N B O N D E D t a n k s 
w i t h fibre-glass centr i fugal p u m p s for pressures u p to 6 0 psi . All Tur fkeeper 
m o d e l s h a v e out le t s for opt ional h o s e and gun spray ing chores on greens, 
and shrubs. Tur fkeepers keep y o u r c o s t s down, your s p r a y program tops . 
• G e t t h e full s tory o n all the J o h n B e a n spray e q u i p m e n t for golf course 
use . J u s t write: 

A G R I C U L T U R A L E Q U I P M E N T 

JOHN BEAN 
5 D I V I S I O N 

J o n e s b o r o , A r k . — O c o e e , F l a . — S a n Jose , C a l i f . 
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NON-WOVEN FABRIC 
No Losses...No Laundry Problems i 

L a . * For samples and information 

Chicopee Mills, Inc. 
1450 Broadway, N.Y., N.Y. 10018 

Offices in leading cities 
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