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l. STUDY OVERVIEW

Golf goes handh-hand with the natural beautythe vibrant economy, andhe high qualiy of

life found inlllinois With 683 courses andgeveralchampionshipgolf events, golf in thé t NI A NR& S
{ G I & #eére than an enjoyable pastimét is a key industry contributing to the vitality of

Lf t EBoprbrydn007, the size ot f  Hing@ gole@onomy was approximatel2 4 billion.

Golf brings visitors to the state, drives new construction and residential development, generates
retail sales, and creates demand for a myriad of goods and services. When the total economic
impact of these golfelated activities is consideredL f f Ag6lR M@uskry generated
approximately #.8 billion of direct, indirect and induced economic outpud,.$billion of wage

income andover50,000jobs in 20G.

With $2.1 billion in direct annualrevenues the gdf industry supportseconomic activity
comparable to several other important industriesn the state industrial machinery
manufacturing($1.9 billion), agriculturallivestock and poultrg$2.5 billion),and TV broadcasting
and wireless communications eigment manufacturingd$2.9billion).*

Historically, many statelevel economic studies surrounding the game of golf have been
conducted across the countryHowever no comprehensive, standardized framewonkas

employed in theserior studies. Thismade RA F FA OdzAt & (2 Y2y AG2NJI I adl i

time, and to make stat¢o-state or regional compasons. To ameliorate this problemSRI
International and GOLED/20 are currently working with key golf stakeholders in several states,
includinglllinais, to bring consistency to the industry measurement and reporting process. This
report describes and analyzest { Joff hdustr@including the revenues and economic impact
generated by the industrySuch analysiwill assistL t f Angtiy Sst@keblders in raising
awareness of the impact of golf to state and local policymakers.

There are many potential uses for such an analysis:

Defining the range of core and enabled industries associated with the game of golf;
Clearly articulating, for policyakers and regulatory agenciegshe employment and
revenuegenerating contributions of the golf industry to the state economy; and

Building credibility and recognition of the golf industry as a significant business sector
and a driver of economic activity the state.

v

>\

1 U.S. Census Bureau. 2002 Economic Census. SRI used the GDP implicit price deflator t@hfleda2fy revenue
data to 2007 dollars.

2 Key industy stakeholders comprising théinois Golf Task Force include representatives friiva Chicag District
Golf Association [@GA, thelllinois Association of Park District&\PD), the Illinois Junior Golf AssociatigidG4, the
lllinois Section of thePofessional Golfers Associati@®G4A, the Midwest Associationf Golf Course Superintendents
(MAGC3$ the Southern lllinois Golf Associati@B8IGA), and the Western Golf AssociatMGA.
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. ANALYTICAL FRAMEWORK

Current economic studies of the golf industry in different states emphagideusfactors and

outcomes. For example, one may focus largely on the turf industry, while another might

examine the impact of sports anéareationrelated tourism more broadly. Ideally, one would

want to include all the key activities and industries that are enabled by and benefit from the

game of golf. To meet this goal, SRI has developed a standardized, economic impact framework

that canbe employed to measure a comprehensive set of-ddifen industry components. This

statef SHSEt FNIYSG2N] RNIga 2y GKS 02y OSLIidzt Y2RSft
2000 nationalevel The Golf Economy Reparidthe 2005 statelevel The VirginiaGolf Economy

Report

A. Golf Industry Cluster Definition

To arrive at economic impact, one must first estimate the size of the golf economy in the state.
This entails mapping out where the golf industry begins and ends, and then estimating the size
of ead of these industry segments. We divide the golf industry cluster into two main categories:
(1) core industries and (2) enabled industries (see figure). The golf industry cluster begins with
the golf facilities themselves and with those other core indestrthat produce goods and
services used to operate facilities and to play the game: golf equipment and golf apparel
manufacturers, golf course architecesd course buildersturf maintenance equipment and
service providers, and club management services. Jame of golf further enables a number of
other industries, such as getélated tourism and real estate development.

We detail these industry segments and estimate their size in the following section. Having
defined the core and enabled golf industrjéisis possible to estimate the size of each industry
segment and to total them for an overall estimate of the size of the golf economy. Multipliers
can then be applied to calculate the ripple effects of these economic activities in terms of: (1)
impact an total state economic output and (2) impact on total state employment. However, this
process is complicated by the fact that, while most of these industries produceetatid

goods and services, the firms themselves may not limit their activities sxely to the golf
industry. For example, Nike produces golf shoes, but also running, tennis, basketball, and other
shoes. Therefore, in general, our approach is to include only those firms and sales that are
directly attributable to the game of golf. Irosdoing, we use a number of different estimation
techniques to ensure that our final estimates are reasonable and robust.

SRI International 2



The Golf Industry Cluster
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Moreover, additional data challenges and location factors make estimation more difficult at the

state level than the national lele For example, many of the major golf equipment
manufacturers have production facilities in just a few states. Similarly, several of the major golf
association headquarters are located in Florida. The presence of such firms, associations, or a
number of vell-{ y26y O2dz2NkRSa g¢gAff OKIFIy3aS GKS &aAaAil S 27
O2yaARSNIoOofed ¢CKSNBF2NBI 2yS akKz2dzZ R 02y aARSNJ
economic impact in the state in relation to the size of the overall economy and other maj
industries in that state.

B. Data Sources

SRI developed its framework for measuring state golf economies based on a broad set of
existing sources and data. Although there have been several -lstaté impact studies
conducted in the past, by numerouslfoonstituencies, few have used a similar methodology,
resulting in very different estimates depending on the golf economy elements included. A great
deal of data is collected on the golf economy by many organizations on a regular basis. For
example, goveament agencies, national golf associations, and national associations in the
enabled industries collect data on different industry elements periodicalynually, every few
years, or every five years. In addition, these data are based on a relativeligteohset of

inputs by large numbers of constituents. Therefore, the principal challenges involve acquiring
the data, inflating or deflating the estimates for the proper target year, and then combining
them to represent the entire golf economy in the tatgyear. The core and enabled industry
indicators and data sources we have identifagd as follows:

SRI International 3
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State Golf Economy Indicators and Data Sources

Golf Facility Operations

# of golf course facilitiesybtype

PGA Facility Databaseultiple years
(20052007 data)

2002 Economic Census; state task force; N
Facility Databasenultiple years

Avg. revenues by type of facility

PGA Facility Operations Survey,
multiple years
(2005-2007data)

2002 Economi€ensus; National Golf
Foundation; state task force

# of rounds by facility type

Golf Course Capital Investment

Avg. capital investment by type of
facility

2006 PGA Compensation Survey
(2005 data)

|

GCSAA Compensation Survey
(2006, 2007 data)

National Golf Foundation

National Golf Foundation; State task force

Number of golf courses under
construction in current year

National Golf Foundation
(2007, 2008data)

NGF Construction database; state task forcg

Avg. cost of construction pemew
course

Golf-RelatedSupplies
Golfrelated manufacturing exports

Golf Couse Builders Association of
America

Company annual reports; SEC filing
interviews

State task force; interviews with golf course
builders in state

Company interviews; state task force

Golf equipmat

NationalSporting Goods Associatio
(2007, 2008data)

2006 PGACompensation Survey (2005 data

Major Tournaments

# of major tournaments held in
state

Golf apparel NationalSporting Goods Associatiolf 2006 PGAompensation Survey (2005 data
(2007, 2008data)
Golfmedia Magazine Publishers of America fof Amazon and Barnes & Noble for top golf bo

golf magazine sale®owker Annual
of Library and Book Trade
Information (2007, 2008lata)

State task force

sales

Major golf associations

Visitor attendarce at tournaments,
tournament revenues
Associations & Chardble
# of major stateevel golf
associations

Events

Major golf associations

State counterparts of national golf
associations

State task force or state associations

State task force

Annual revaues/budgets

State golf associations

State task force

# of employees

State golf associations

State task force

Revenues raised througtharitable
golfevents

Real Estate

# of residential golf courses under
construction

National Golf Foundation

National Golf Foundation;
real estate/development agencies

Sampling of golf professionals to identify # ¢
tournaments and averagamount raised

Interviews with golf course architects and re
estate developers

# of lots per course

Interviews with golf course
architects and real estate developer

Golf Course Builders Association of America
National Golf Course Owners Association,

Avg. construction costs per home
and real estate premium

Interviews with real estate
developers

Golf Course Builders Association ofikica,
National Golf Course Owners

SRI International



State Golf Economy Indicators and Data Sources

Indicator Primary source Crossvalidation source
# of golf travelers or # of gelf D.K. Shifflet & Associates State department of tourism/recent
related trips to the state surveys/studies
Avg. spending per traveler or per | D.K. Shifflet & Asgiates State department of tourism/recent
trip surveys/studies; National Golf Foundation

Ill.  THE SIZE QF] [ L 6OLE ECDNOMY

SRI estimates the total size offt t Jolf Bchrrfly in 20Dwas approximately2.1 billion. This
estimate is comprised d&1.5 billion incore industries and an addition$0.6 billion in enabled
industries, as illustrated in the table below.

Size ofL f f ’GylfZE&cadty in 20Dby Segment ($ million)

Core Industries

Golf Facility Operations $1,221.3
Golf Course Construon and Capital Investment $72.7
GoltRelatedSupplies (retail margin and manufacturing
exports) $191.1
Major Golf Tournaments and Associations $38.2
TOTALCOREINDUSTRIES $1,523.3
Real Estate $262.0
Hospitality/Tourism $333.0
TOTALENABLEDNDUSTRIES $595.0
TOTAL GOLF ECONOMY $2,118.3
A. Core Industries

Golf Facility Operations

At the center of any golf economy lies the golf facilitigke largest component in terms of
revenues. The revenue that flows through a golf facitbmes primarily from greens fees,
membership fees, golf cart rentals, lesspasd associated spending on food and beverages.
This revenue, in turn, supports a host of supply sectors including golf equipment manufacturers,
food and beverage providers, drturfgrass equipment and maintenance service providers.

L £ t &88aoif &Qrses, 45 staralone ranges, and 48 miniature golf facilities generated over
$1.2 billion of revenues in 2007.

SRI International 5



lllinois Golf Facility Revenues in 2007 ($ millions)

Golf Facities $1,197.8
Practice Ranges & Alternative Facilities $23.6
TOTAL $1,221.3

Note: ™ Golf facility revenues exclude aurse merchandise sales, which areluded in the
Golfer Supplies industry segment.

This is a sizeable industry, but even moraiicant when compared to other popular revenue
generating sports. For example,f t Joff tadiliie® generate revenues comparable to all other
spectator sports in the state combinedncluding horse racing, football, basketball, and
baseball. Spectatosports excluding golf generated revenues of $946 million in 2002, or $1.1
billion in 2007 inflatioradjusted dollars.

Golf Course Capital Investments

Golf facilities generate economic impacts beyond operational revenues through investments to
upgrade andnaintain facilities and infrastructure, and through the construction, expansion and
renovation of courses. These investments create employment in the construction and
maintenance industries and often involve the purchase of significant amounts of equimen
adzLIJLJ ASa FTNRY O2YLI yASa g A LKA yAgylR do@se &apitalil S @
investment is divided into two segments: (1) capital investment at existing facilities and (2) new
course construction. Togethel, f f Agglf2fAcéiti@s made$72.7 million worth of capital
investments in 200: $43.1million of investments at existing facilities and%6 million for the
construction of new courses.

Illinois Golf Course Construction and Capital

Investment in 2007 ($ millions)

Golf Course Cétal Investment $43.1
New Course Construction $29.6
TOTAL $72.7

Note: " Only the New Course Construction category is included in the economic impact analysis,
because it represents new economic output or activity. Golf course capital investment is
typically financed through golf facility revenues, so including both Golf Course Capital
Investment and Golf Facility Operations in economic impact analysis would result in double
counting.

GoltRelatedSupplies

In 2007, lllinois golfers spent significant suion golf balls, golf clubs, golf apparel, and golf
instructional books and DVDs. The economic value that accrues to a state comes from both the
production of these golfelated goods, as well as retail sales of such items. lllinois is home to a

% U.S. Census Bureau (2008nois 2002 Economic Census, AEatertainment & Recreation Geographic Sedeaty
2005.

SRI International 6



number of golf equipment and related companies with manufacturing operations and/or
headquarters in the state Wilson Sporting Goods, Bettinardi Putter Company, Fortune Brands
(Acushnet), and Wittek Golf Supplies, among others. The value of products manufactured and
sold in lllinois is already captured in the retail portion of the Golfer Supplies segment. However,
the proportion of production that is shipped to other states and countries is not. Therefore, we
Ay Of dzRS (1 KS a S-addel ¥higinefits i§ aufandiid; HedzS

LY wnnt3 LffAYy2Aa -¥ddefdshipmeni afNgoiete€d produdisl ias @ f dzS
approximately $118.9 million. On the retail side, lllinois retailers and golf facilities earned
approximately $72.2 million on the sale of $181.4 milladrgolf equipment, apparel, and media

in 2007. In total, the Golfer Supplies segment contributed $191.1 million in revenues to the

lllinois economy.

LEfAY2A3a al y dxddedFEupdzieBf I EERR ated Ptodabts

in 2007 ($ millions)
TOTAL $118.9

LEfEAY2Aa wSGFAEt SNEQ bSi

in 2007 ($ millions)

Total | Retail sales
purchases| margin
Golf Equipment (retail margin) $88.9 $35.4
Golf Apparel (retail margin) $90.2 $35.9
Golf Media (retail margin) $2.3 $0.9
TOTAL $181.4 $72.2

Note: This includes eoourse and oftourse purchases of fe@quipment, apparel and
media. Column does not sum due to rounding.

State Golf Associations, Tournaments and Chblgt Events

Associations

Numerous associations repragethe game of golf in lllinois. The largest golf associations
include the Chicago District Golf Association (CDGA), the lllinois Section of thithé&@@kstern

Golf Associatiorthe Southern lllinois Golf Association, the Midwest Association of Golis€our
{dZLBNAY (G SYRSY(as FyR GKS DNBFGSNI / KAOFI2 /¢t do
associations, such as the Chicago Women's District Golf Association and the Executive Women's
Golf Association (Chicago Chapter). The lllinois Junior Golfi#ggsoand multiple chapters of

SRI International 7



the First Tee program in the state support the development of young gdifEns. Sunshine
Through Golf Foundation, the charitable arm of the CDGA, is also an important contributor to
the game of golf in Illinois. This fadetion runs the largest grassroots camp golf program for
individuals with disabilities in the country, and is also involved in junior golf and turf grass
research. In 2007, lllinois golf associations generated total revenues of $13.4 million.

Major Tournanents

lllinois hosted four major golf championships in 2007, including two PGA TOUR endrR$;A

event, and a Nationwide Tour ever8ince 2000,ite TPC at Deere Run in Silvis, IL, has hosted
thet D! ¢ Rdhmeare Classach JulyThe BMW Champiship, played later in the year,

was held at Cog Hill Golf and Country Club near Chicago in 2007. It is a favorite PGA TOUR event
of Tiger Woods whose 2007 win at Cog Hill marked tH&iBMhis career and his fourth at Cog

Hill. The LPGA State Farm Cladstorically played at The Rail Golf Course in Springfield, IL,
moved to Panther Creek Country Club (also in Springfield) in 2007. The LaSalle Bank Open, a
Nationwide Tour event, was played at The Glen Club in Glenview, IL, it RB6dether, golf

events in lllinds generated approximately $24®illion in 2007, excluding the tournament

purse and costs for TV broadcasting.

Lt t M¢@& Salf Dournaments & State Golf Association Revenues

2007 ($ millions)

Major tournaments $24.8
Associations $13.4
TOTAL $38.2

Charitable Giving

LEtfAYy2AaQ 32fF AYyRdZAGNE YI1Sa adzmadl yualf o2y
monies raised at local golf club events, golf serves as a vehicle for a varldty obfaritable

events. For exampléhe John Deere Clas€i@Birdies for Charityprogram ranks first for the

most dollars given to charity per capita of any PGA TOUR event. The John Deere Classic
generated $4.6 million in 2007 for over 700 nonprofits in lllinois. The BMW Championship

chanrels its charitable monies toward the Evans Scholars Foundation, which provides full

college tuition and housing grants to deserving caddies. In 2007, the LPGA State Farm Classic
contributed over $340,000 to ten Central lllinois charities, such as St/J&kd&d f RNBy Qa wSaSl|h
Hospital,the United Cerebral Palsy of Land of Lincoln and Contact MinisitiesLaSalle Bank

Open (Bank of America Open) raised over $57,000 for Chicagoland nonprofits including the

Great Lakes Adaptive Sports Association. Golf ecovaers, operators, and golf professionals

* First Tee chapters in lllinois include thosé\irora, Chicago, Decatur, Joliet, Macqmbrtheasern
lllinoigNorth ChicagoQuincyand Rockford.

® Sponsorship changed to Bank of America i6&@&nd the Bank of America did not renew sponsorship
for the tournament in 2009.

SRI International 8



are happy to serve as access points for annual fundraising by local service organizations. In total,
SRI estimates that the amount of charitable giving attributed to the game of golf in lllinois to be
$113.2 millon in 2007.

Charitable Giving by lllinois Golf Industry in 2007 ($ millions)

TOTAL $113.2
B. Enabled Industries
Real Estate

Real estate developers use amenities to attract new home buyers, and golf courses are a key

amenity. This is especially truerfa number of active adult, retirement communities being

developed in the greater Chicago metropolitan area. New golf homes are being constructed at

the Carillon Club in Naperville, the Residency at Bowes Creek in Elgin, and Whisper Creek in
Huntley, amoug others. In addition, there are a number of golf communities under development

at new and existing courses across the state: Fyre Lake National in Sherrard (a new Jack
bAOlfldza O2dz2NAS aSi G2 2LISY AY HaAamnOI s. dAf & I ¢
toughest 50 courses bgolf Digesin 2007), and Stone Creek in Urbana. This newrgtafed

construction generatedapproximately $202.0 million for the lllinois economy in 2007

Furthermore, in 2007 there were approximately 87 dolcommunities in lliois, and SRI

estimatesi KS &a32f F¢ LINBYAdzy ada20AF0SR gAGK GKS altS
be $60.0 million. The premium is the additional amount a buyer is willing to pay for a home or

property located on a golf course or within a golfrcaunity.

LtEtAy2AaQa D2t F wSIf 9adl ¢

Golf-Related Residential Construction $2020
Realized Golf Premium $60.0
TOTAL $2620

Note: The sale of existing homes is considered a transfer of assets rather than new
economic outpt, so the golf premium that is realized in the sale of an existing home is not
included in the economic impact analysis.

Hospitality/Tourism

Across the country, golf has enjoyed increasing popularity among travelers, whether it is the

primary motivation &r a trip or is connected to other recreational time spent with friends and

family, or business colleagues. In lllinois, golf is an important tourism segment, alongside trips to

GKS 0SFOKZ f11Sas YR KA&G2NRAO sitefedat@esgolf askaS a G G S
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key sport activity Http://www.enjoyillinois.com). In 2007, SRI estimates gudfated tourism
spending in Illinois was $333.0 million.

lllinoisQ DBREl&tE&d Travel Expenditures R007

# of day trips 939,162
Average travel $ per day trip $58.02
# of overnight trips 630,120
Average travel $ per overnight trip $442.05
TOTAL $333.0 million

This is based on the following estimates of golf trips and associated expendiyrinois
residents and nosesidents: (1) an estimated 939,162y trips with average golf trip spending
of $58, and (2) an estimated 630,180@ernighttrips with average trip spending of $442.

SRI International 10
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IV. Dh[CQ{ 9/ hbhallUNOISat!/ ¢ Lb

D2f FQ4& thevllidbis2éonotyincludes both the direct effects of economic activity in the
core and enabled golf industries, as well as the indirect and induced (or multiplier) effects on the
overall economy. In economics, the idea of the multiplier is that changethe level of
economic activity in one industry impacts other industries throughout the economy. For
example, a fraction of each dollar spent at a golf course is, in turn, spent by the golf course to
purchase goods and services for golf course operatitiese are indirect effects. In addition,

golf course employees spetldeir disposabléncome on personal goods and services, and this
stimulates economic activity in aymad of othe industrieg these are induced effects.

¢ KSNEF2NBE> 32 pldsQuultiplierd @dorfomicoiRpadiInCuides both thdirect
employment and wage income of those employed in -gelted industries, as well as the
secondary employment and wagessupported in other sectors of the economy through
subsequent purchases of gawdnd services by golf industry employees.

In 2007, the $2.1 billion lllinoisgolfindustrysupported
A A total economic impact of468 billion for the state oflllinoisincluding theindirect and
induced economic impactimulated by golf sector activit

A A total impact obver 50,00Jobs; and
A Totalwage incomeof $1.5 billion.

SRI International 11



Industry

D2 fimfacé onL f f EgbBRomp Q

Direct

Indirect Induced

TOTAL
OUTPUT

($ million)  ($ million)

TOTAL
JOBS

TOTAL
WAGE
INCOME

($ million)

882;32‘,'{3 $1,221.3 $2,781.8| 31,299 | $897.7
Colf CourseCaptal | 757 | eom——— | $77.3 | 575 $23.8

SSE;EE'SM $101.1 | eoee——— | $471.6 | 3,239 | $124.7
;Zggmiﬂtss * $38.2 = $96.9 997 $34.4

Real Estate* $262.0 # $527.8 3,922 $162.4
Hospitalty/Tourism $333.0 | oeeees——- | $318.9 10434 $255.5
TOTAL $2,118.3 | eem— | $4,774.3| 50,466 | $1,498.5

Note: Economu impect is calculated on $2,015.28illion of direct golf economy revenues. Portions of two industry segm

included in direct economy calculations are excluded from economic impact estimation.

*Golf Course @pital Investments only new courseonstruction (9.6 million) is included for this category as other types
facility capital investment are typically financed through facility revenues and, therefore, are omitted to avoid €

counting.

**Real Estate the golf premium associated with golf real estéseconsidered a transfer of assets rather than new econc

activity, so only goifelated residential construction g92.0million) is included.

V. DETAILED METHODOLOGY & DATA SOURCES

A key challenge in this study was to identify reliable stetel data sources and to develop
methodologies for measurinthe size of industry components for which credate estimates

do not exist in straightforward metrics, e.g., golf real estate anecotfrse purchases of golf
apparel and equipment. This section describes each of the core and enabled industries included

%

A. Golf Facility Operations

GKS 32tF SO2y2vYe

FYR {wLQ&

I LILINE | OK

g2

YSI & dz

For this industry segment, we analyzed the number of golf facilities and average facility revenue

data to derive a total facility operations estimateevenues for this segment include: annual or
monthly membership fees, greens fees, range femsd cart rental fees; purchases of golf

SRI International
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apparel and equipment in pro shdpgiolf lessons; tournament entry fees; consumption of food
and beverages; etc.

Number of golf course facilitiesMany golf organizations track the number of golf facilities in a

state: the National Golf Foundation (NGF), the PGA of America, and state/regional golf
associations, among others. The U.S. Census Bureau also surveys gdf fegilittes as
odzaiySaa SaildlotAakKyYSyda Ay AidGa 902y2YAO0 [/ Syadz
calculations of the total numbers of golf courses in each state, by type of facility, are not always
consistent with each other due to: (1) absenof data for courses which are not members (e.g.,

PGA tracks those courses with a PGA member) or for particular subsets of courses (e.g.,
municipal facilities and golf resorts are not tracked by the Census), (2) facility closures and
openings, and (3) aonsistency in the classification of courses, especially resorts.

In some surveys, golf facilities are allowed to -stdEsify themselves. In others, the surveying
organization classifies the facility based on specific criteria. This can mean therdiéfer
between a small number of resorts (e.g., a figure that includesst@eaccommodation located

on or adjacent to an }8ole course) or a much larger number of resorts (e.g., tatae hotel
accommodation located near a daily fee golf course). Siyila resort with two 1&ole golf
courses could be counted as two golf facilities or as one depending on the reporting
organization. Fortunately, the variances caused by these data collection issues are very small,
and thus do not materially impact theserall analysis. The table below presents slightly differing
estimates for the number of golf course facilities in lllinois in 2007 or the latest available year.

Estimates of lllinois Golf Facilities from Various Sources, 20027

2002 Census (# 2007 NGF (#
of facilities 2007 PGA (# of 2007 NGF (# of 18hole
minus resorts &  facilities)’ of facilitiesf ~ equivalent
municipal) courses}
PRIVATE 174 197 171 159
PUBLIC 335 447 502 440
D?.I|Y fee/ 265
semiprivate
Municipal
Military 182
Univasity
RESORT 10 10 12.5
TOTAL 509 654 683 611.5

Sources’ U.S. Census Burea002 Economic Census
2t NETSaarz2ylf D2f FSKRA0Q. Fackitpaa@based A2y 2F ! YSNA OF

® However, orcourse merchandise sales are subtracted from facility revenue, becauseunse merchandise sales
are included in the Golfer Supplies industry segment
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®NGF (2007). Total Facility Supply Tabi&§,%50lf Facilities in the.S., 208 edition, pp.510.

After analysis of different golf facility numbers in collaboration with the lllinois Golf Task Force,

{wL dzaSR GKS bDCQa FIOAfAGE ydzYoSNE |a GKS ol aa
estimates fall within a narroJ y 3 SY bDCQ& cyo @SNAdgnunbdd Qa cpn
are typically highed SOl dzaS GKS t D! Qa ydzYoSNAR YIe& YAiaa 7T OA
Looking at facility breakdowns by type, the PGA has slightly higher facility numbers in the

private facility categories, and NGF has a slightly higher number in the public facility category.
Therefore, the differences are likely to be largely due to classification issues.

Average revenues per facilityThe SRI team collected average revenue diadm a variety of
sources. Here again, the data challenge was that average facility revenues will vary significantly
depending on: (1) the number of holes (e.g.-adde course versus a I®le course) and (2) the

type of facility whether a golf courseatility is private, daily fee, resort, municipal, etc.

The U.S. Census Bureau collects revenue data for golf course facilities as part of its Economic
Census of all U.S. establishments every five years. Whereas facility surveys conducted by private
secta organizations are often based on low response rates (less than 30 percent), all
establishments are required by law to respond to the Census Bureau survey. However, the
Census Bureau data has several limitations. Many types of facilities are not indtudieel

survey: (1) resort facilities, (2) municipal and military facilities, (3) s&mae driving ranges

and (4) golf course facilities without payroll. In addition, in 2002 the national economy was just
emerging from an economic recession which isljikw have negatively impacted the golf
industry. Still, the latest 2002 Economic Censositains revenue, payroll, and employment

data on 12,261 golf facilities broken down by state. This provides a robust estimate with which
to compare other availablegif facility revenue data.

The PGA recently began collecting revenue data for all 50 states on an annual basis through its
Annual Operations Survey. The latest available data are from 2007. In addition, PGA revenue
data are broken down by type of facilityr categories for which Census data are not available
resorts, municipal courses, and military courses.

As an additional validity check, we also examined NGF revenue data. However, it is important to
note that NGF does not provide stalevel facilitydata. It presents average revenue data for: (1)
public (daily fee) facilities for two regions (Sunbelt and Frostbelt) by fee levelréamig and
premium) and (2) private facilitiesa national average by fee level (migtange and premium).

For the table, blow, SRI calculated a single NGF national average revenue figure for each
category by using the sample size and mean.

"The nost recent Economic Census is the 2007 Economic Censisatedieveldataon golf facilitieswill
not be publicly available until 2009 or 2010.
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Estimates ofllinois Average Revenue per Facility Data
From Different Sources, 2062007

Census (2002) PGA (207) NGF (2005}
Private facility $2,133,879 $3,176,270 $3,564,339
Daily fee facility $963,606 $1,477,498 $1,291,582
Resort facility X $2,523,560 X
Municipal/military/university X
- X $1,556,194

facility

Driving range X X $251,638
Miniature golf $195,917 X X

Sources’ U.S. Census Burea2002 Economic Census

2t NETSaaA2yFf D2f FSNEQ Opeatiods(Sureii A2y 2F ! YSNAOI oOHnnyo®
] NGF (2006)0perating & Financial Performance Profiles chb& Golf Facilities in the U.S., 2006 edition

* Golf Range Association ofm&rica and NGF (2003). Profile of Golf Practice Facility Operations 2003.

Average revenue data from the Census (2002), PGA (280¥NGF (2005) are presented above.
Note that the NGF average revenue figure for private facilities is a national avemigann
lllinois average, and the NGF average revenue figure for daily fee facilities is a Frostbelt regional
average, not lllinois specific. The 2002 Census average revenue data for both types of facilities is
lower than the 2007 PGA data, given inflateamd economic growth from 2062007.

In consultation with the lllinois golf task force, SRI calculated total traditional facility revenues

using PGA average revenue data for private facilities, daily fee facilities, resort facilities, and
municipal/military/university facilities. Driving range revenues were calculated using the Golf

wlky3aS 1 23a20AF0A2y 2F | YSNAOIFQa SadAYFGS 2F F @SN
miniature golf facilities were calculated using Census (2002) data. We adjust€siolh Range

Association and Census data for inflation to 2007 dollars using the GDP deflator.

2007 Golf Facility Operations Revenues

Facility type | Calculation Estimate

Private facilities Average revenue $2.870,300
Number of facilities 171
Total revenue [1] $490,821,218
Daily fedsemi-private Average revenue $1,318,075
facilities Number of facilities 298
Total revenue [2] $392,786,269
Municipal/military/university | Average revenue $1,427,197
facilities Number of facilities 204
Total reverue [4] $291,148,277
Resort facilities Average revenue $2,300,165
Number of facilities 10
Total revenue [3] $23001,651
Driving ranges Average revenue $251,638

SRI International
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2007 Golf Facility Operations Revenues

Facility type | Calculation Estimate

Number of facilities 45
Total revenue $11,323,710
Adjusted for inflatiorf [5] $12,751,040

Miniature golf facilities Average revenue $195,917
Number of facilities 48
Total revenue $9,404,000
Adjusted for inflatior? [6] $10,814,686

- Sum [1] to [6] $1,221,323,142
Note: ~ In this table, orcourse merchandise sales have beerbtsacted from average facility revenue,
because orcourse merchandissales are included in the Gd¥elatedSupplies industry segmerft.Total
revenues have been adjusted for inflation irk@07dollars using the appropriate GDP deflator.
Sources: Golfakilities average revenue data are from the PGA of America (20@8yations Survey 2007
Note that for resort revenue, we used a 2608 PGA average. In 2006 and 2007, lllinois resort responses to
the PGA survey were too low to be statistically significen which case the PGA estimates average revenue
for lllinois resorts by combining data from several surrounding states. In 2007, average resort revenue was
reported as $3,016,652 compared to $2,030,468 in 2088arge discrepancy which is why we todile t
average. Driving range average revenue data from the Golf Range Association of America (2006). Miniature
golf facilities average revenue data are from 2@02 Economic Census

B. Golf Course Capital Investment

To calculate golf course capital invesints, SRI collected data on two major types of
investment: (1) capital investment at existing facilities and (2) new course construction.

Illinois Golf Course Construction and Capital

Investment in2007 ($ millions)

Golf Course Capital Investmént $43.1
New Course Construction $29.6
TOTAL $72.7

Note: * Only the New Course Construction category is included in the economic impact analysis,
because it represents new economic output or activity. Golf course capital investment is typically
financed througtygolf facility revenues, so including both Golf Course Capital Investment and Golf
Facility Operations in economic impact analysis would result in dexdalating.

Investment at existing course$olf course capital investment includes improvements &egs

and tees, repaving of cart paths, purchases of new turf maintenance equipment and irrigations
systems, and renovations of the clubhouse, proshop and maintenance buildings. Maintenance
expenses are not included. SRI examined golf course capital irergstram two sources: NGF

and the GCSAA. The GCSAA data comes from golf course capital budget questions included in its
2005 and 2007 Compensation Surveys. The 2007 data is broken down by: (1) type of facility, (2)
number of holes at the facility and BENRZ y 2 YA O NI 3 R@§ OperatikgSandb D C Q &
Financial Performance Profifgesents estimates of capital expenditures at: (1) public facilities

by fee level (mi¢ange and premium) and divided into two regions (Sunbelt and Frostbelt); and
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(2) private fadities by size (those with revenues of less than $3 million and those with revenues

above $3 million).

After review of both data sets, SRI applied the GCSAA data tdlioors capital investment
calculations. We estimated average facility investment8ilinois using the known distribution

and type characteristics of facilities in the state. (See preceding section on number of facilities

for sources.f wL Qa OF t Odzf | G A 2udlic goif Eoarsds ifivBsted dh lavierage bff A y 2 A &
$58,574, andllA y ZpAvat®facilities invested an average of $76,405 in 2@@7a total capital

investment of $3.1million.

New course construction¢ K S bGbIfoF@ddlities in the U.Series is the only national source
for estimates of the number of new golburses under construction in each state. In 20NGF
estimated that4.0 new 18hole equivalent golf courses opened lifinois and that 4.0 were

under construction.

An estimate for the average investment for each new golf courdiinoisis derived fom the

D2fF / 2dzNBR S

builders around the country and is divided into four couostion regions. Using the values

provided forthe Central Plains region y R

iKS @SN 3S

Gy 2NN E &

construction categories (see box below), we estimate the average investment redaoitadld

a new golf course illinoisis $7.4 million.

To Build a Golf Course: Required Investments

Mobilization
Layout and Staking
Erosion Control
Clearing

Selective Clearing
Topsoil

Excavation

Rough Shaping
Drainage

Irrigation

Greens Construction
Tees

Bunkers

Bridges

Bulkheading

Cart Paths

Fine Grading

Seeding and/or Grassing

This investment, however, is not entirely expended over one year but is rather disbursed over
several years. Assuming the average course takes approximately two years to complete, we
estimate the 4.0 courseunder construction in 2007 and the 4.0 new openings represented an

average annual investment of $3.7 million each, for a total of $29.5 millioaddition, there
was new construction of a-Bole course Ruffled Feathers in Lemority 2007 not reportedn

the NGF estimates. The total estimated cost of this project was approximately $250,000, which
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translates to an annual investment of $125,000his bringsLf t Ay2AaQ G201t yS¢
construction investmenin 2007 t0$29.6 million.

C. Golf-RelatedSupples

This section explainour methodology for capturing the economic activity dfinois
manufacturers of golfequipment and accessories. We also detail our methodology for
calculating the retail margin for ecourse and oftourse purchases of golf equnent, golf
apparel, and golf media.

Manufacturing Exports.The economic value created by golfer supplies consists of two
components: (1) valuadded production and (2) the retail sales margin. On the manufacturing,

or production side, we are concernedtivithe valueadded production of golf equipment, golf

FLIJ NBf =X FyR 32fF | O0Saaz2NASad ¢KAa Aa (GKS @I f dz
cost of production inputs, and this vakaglded production is attributable to the state in which

the golf dub or golf ball is manufactured.

SRIbegan by working with the lllinois golf task force to identify major manufacturers of golf
related products in the state. We identified a number of companies manufacturing golf
equipment and accessories in lllinoigvilson Sporting Goods, Bettinardi Putter Company,
Wittek Golf Supplies, Tour Edge, HammY Putters, etc. We then conducted research on these
companies to ascertain: (1) if they had production facilities in lllinois, (2) the total value of their
golfrelated sles, and (3) the percentage of these sales that wereobstate. Finally, we
extrapolated valud RRS R 2 dzii LJdzi FNRBY SI OK Oa&ldeddayadrera NB O3Sy d:
0KS | SSyrsegzdfManufacturerdn addition, we estimated the gelelated econont

activity generated by Fortune Brands being headquartered in Chicago. Fortune Brands owns
Acushnet, the manufacturer of Titleist, Footjoy, and Cobra golf products. In total, the- value
added production and shipment of golf equipment and accessories fittmoi$ companies
totaled $118.9 million.

LEtAY2A3a al y dxddedEipdetelf EEIRRlated Ptodabts

in 2007 ($ millions)
TOTAL $118.9

Retail Margin.On the retail side, the economic value is derived from the margin the retailer
makes from tle sale of the golf club, i.e., the net revenues accruing to retailers after covering
the cost of purchasing the golf equipment or apparel from the wholesaler/producer.

To calculate this margin, we first estimate total sales of golf apparel and equiphém state
level and then apply the requisite retail margin percentage for economic impact analysis. In our
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national level study for GOLF 20/20, SRI was able to collect national sales data from a number of
sources: (1) the NGF, (2) the National Spor@ugds Association (NSGA), (3) Golf Datatech, and

(4) the Census Bureau. Unfortunately, the relatively small sample size for the majority of these
surveys do not allow for publication of reliable stdéwel estimates by these organizations.
However, each gar the NSGA conducts a 100,8@8usehold consumer panel survey for its

annual The Sporting Goods Markeublication. SRI uses these data in conjunction with the

t D! Qa A2t F FIL OAt AGASa RlevallestiffafedNaf §olf €yipmani dni S § 2
apparel sales.

For example, in 2007, NSGA reported total U.Scaiffse and orcourse purchases of individual

golf clubs to be $615.8 million. The NSGA survey found the East North Central region accounted
for 7.3% of these purchases, or $45.0 milligvithin the East North Central region, one can
estimateL f f BhAr2 &f duithases by creating a roundscourseshased weight. Using either
approach yields similar weights, since the number of rounds played is highly correlated with the
number of 18hole equivalent courses in a state (r=0.93). SRI used the number-bbl&8
equivalent courses in each state, as it was easier to verify than estimated number of rounds
played. lllinois represents 20.0% of total-i8le equivalent courses in the East Nortbn@al
region, so this weight was applied to the region total ($45.0 million) to estimate $9.0 million of
individual golf club sales in the state of Illinois in 2007. Further, retail margins on final sales
suggest that 39.8%, or $3.6 million, of total saleas retained in the lllinois economy. (See
graphic below.)

Distribution of Economic Value of $1 of Golf Equipment Sales

Retail Margin

Equipment Manufacturing

Manufacturing Cost of Materials

30%
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Category

Lt t OyRolirse@nd OfCourse
Golf Equipment & Apparel Purchasez)07

Calculation

Estimate
($ million)

Golf club sets East NorthCentraNB 3 A 2y Qa &l { $155.6
Q3 dDsbamddweight 20.0%
Qa akKlFNB 2F altsSa $31.1
Golf apparel East North CentraNE 3 A 2y Qa al { $451.0
IQa O dazdBvSight 20.0%
Qa akKFNB 2F alfsSa:x $90.2
Golf balls East NorthCentraNBE 3 A 2y Qa al { $142.7
IQa O dazbihv&kt 20.0%
Qa &akKIFNB 2F alfsSaz $28.6
Golf clubs East North CentraNBS 3 A 2y Qa al { $45.0
IQa O dazddBvSight 20.0%
Qa akKFNB 2F alfsSa:x $9.0
Golf bags East North CentraNB I3 A 2y Q& &l | $56.9
IQa O dazdBvSight 20.0%
ILQ &hareiof sales, [5] $11.4
Golf shoes East North CentraNBS 3 A 2y Qa al { $44.4
IQa O sdazdiBvSight 20.0%
Qa akKFNB 2F alfSax $8.9
TOTAL Sum of [1] to [6] $179.2
Retail sales Multiply TOTAL by39.8%
margin i g $71.3

SourceNational Sporting Gads Association (2007Jhe Sporting Goods Market in 2Q004t. Prospect, IL:

NSGA.

Golfmedia{ A YA I NJ (2

accruing to retailers after

| 26 SOSNE

02

category was also omitted due to the absence of a reliable data source.
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has two components: valsadded production and the retail sales margin. ®e production

side, the economic impact created by the publication of magazines or books is attributable to
the state in which the magazine or book is published. On the retail side, the economic impact is
derived from the margin the retailer makes from tkale of golf media, i.e., the net revenues
covering the cost of purchasing the media from the
wholesalers/producers. For golf magazines, we identified national golf publications with the
largest circulations and the state in igh they are published no national golf magazines were
published in Illinois in 2007. Similarly, no major publishers of golf books are located in the state.
S Ol £t OdA I GSR | gSAIAKI
to the sale of golf books in stores. Total retail golf book sales in 2007 were estimated to be
$2,263,443 with a retail sales margin of $900,850. Golf videos and DVDs are more difficult. In
{ wLQ& LINEB dével drady, yié \iWeke2ngtlable to identify source with data on the
annual sales of geHpecific videos/DVDs. In the case of this current skwel study, this

20
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On-Course and OffCourse Sales of
Golf Books in Illinois, 2007

Category Estimate
$538,914,973
Golf books as % of total book sales 0.4%
Total retail golf book sales $2,263,443
Retail sales margin $900,850

Note: 'Adjusted for inflation intd007dollars using the appropriate GDP dédia
Sourceslllinois retail book sales data from the 2002 Economic CenEgstimated
percentage ofgolf books amongotal book sales derived from th2006 Bowker
Annual of Library& Book Trade Informatioand American Booksellers Association
data.

Miy2Aa wSialAft SNEQ bSi wS@SydsSa 2y

in 2007 ($ millions)

Total | Retail sales

purchases| margin

Golf Equipment (retail margin) $88.9 $35.4
Golf Apparel (retail margin) $90.2 $35.9
Golf Media (retail margin) $2.3 $0.9
TOTAL $181.4 $72.2

Note: This includes eoourse and oftourse purchases of fe@quipment, apparel and
media. Column does not sum due to rounding.

D. State Golf Asociations, Tournaments & Charitable Events

Associations SRigatheredrevenue data for th largest state or regional golf organizatidnam
GKS&aS 2NBFYAT I (A 2y dhase ihcudethe CHizagy BistrigtiGBIf AFshciatioy” 3 &
(CDGA), the Western Golf Association, the lllinois Section of the PGA, the Southern lllinois Golf
Associaibn, the Midwest Association of Golf Course Superintendents, the Greater Chicago Club
Manager's Associatiorthe Chicago Women's District Golf Assicin, the Executive Women's

Golf Association (Chicago Chaptahe lllinois Junior Golf Associatiomnd the Sunshine
Through Golf Foundatignas well as multiple chapters dthe First Teeand other allied
organizations.

Major Tournaments.In 20, Illinois hosted four professional golevents We subtracted the

tournament purse and cost of television baiasting from total tournament revenues to
estimate the revenues that remained in the state.
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