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Benchmarking As an Aid to Budgeting
“The revenue benchmarks that you track day by day, month by month throughout the year will help you
forecast revenues for the coming year during the annual budgeting process. There is no better way to
create your revenue assumptions in a way that any reviewer can easily understand than by creating data
entry cells in a budget spreadsheet for your volume projection (rounds of golf, meals served, number of
items sold) and the average sale (green fee per round, average dinner check, average retail sale). When
these two projected variables are multiplied by each other, they will yield your projected revenue for
each revenue category. See the example below.
 Recognizing that, absent significant change or abnormal events, the recent past is the best predictor of the
future, these benchmarks can help project future rounds per period and revenues per round. All it takes is a
little informed judgment and knowledge of upcoming events or trends that may impact the forecast.
 By setting up a bank of data entry cells in a spreadsheet (shaded below), we define the assumptions
underlying our revenue projections at the same time we create those projections. Nothing could be simpler
– spreadsheet formulas are set up to automatically multiply the number of rounds by the benchmark for
each revenue category to project future income.

 Such clearly stated assumptions make it easy for superiors and owners who review the budget to
understand how the projections were made. It also makes it easy for the operator who has missed his
projections in a given period to go back and see why they were missed – either not enough customers
(rounds of golf) or lower revenues per round.

Likewise, your payroll benchmarks of hours worked and average hourly wage will allow you to quickly
forecast your payroll cost period by period, for each month, and for the year as a whole.
The added advantage of using volume and average sale (and hours worked and average hourly wage) to
build your budget is that you can easily change assumptions for one or the other, or both, and see what
impact it has on your revenues or payroll cost. Using the example above, say you have projected your
green fees for the year, but realize that revenues are not keeping pace with rising costs. By raising your
green fee per round by 6%, you can quickly see if this price increase is sufficient to meet the needs of
your expected financial performance.”

- Ed Rehkopf, Basic Accounting and Financial Management for Managers

Take Away: Years of benchmarking experience has proven it to be the most effective tool
for easy and accurate budgeting.
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