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The 2008
GPN/OFA

State
of the

Industry

Survey

From concerns about

the cost of fuel

to cautious optimism

that conditions will improve,
growers weighed in

and we have the results.

By Darhiana Mateo

18 «—= =T September 2008

ho is better equipped to answer

questions regarding the current

state of the floriculture mar-

ketplace than you, the growers
whose hard work and determination have
always driven the industry forward?

That’s why GPN partnered with OFA — an
Association of Floriculture Professionals — to
survey growers and understand who you are,
compare company demographics, analyze the
hard numbers and examine what issues are
having the greatest impact on your business.

ABR Research, an independent research
company based in New Jersey, conducted
the second annual State of the Industry
survey via e-mail. A total of 512 surveys were
completed.

So how does your business stack up to
competitors? How are factors like soaring
energy costs and the push for sustainability
reshaping your business plans? How has the
industry changed since we first conducted this
survey in 2006? Join us as we explore where
the floriculture market stands today and what
tomorrow might bring — from the perspec-
tive of those who know the industry best.

Grower Demographics

The average respondent in this year’s study
is 49 years old and has worked at his current
company for almost 13 years. The businesses
surveyed have deep roots in their communi-
ties, with the average company being in busi-
ness for 31 years. Most of the respondents
hold management positions, with 63 percent
classifying themselves as owners and/or
presidents.

More than half of respondents (51.6 per-
cent) said they operate as both wholesalers and
retailers. Growers surveyed said their sales are
split mainly between their own retail opera-
tions (38.2 percent), independent garden cen-
ters (18.7 percent), landscapers (9.6 percent), big

Where is your company located?

Northeast
18.1%

box/discount retailers (8.1 percent), grocery
stores (4.5 percent) and other (20.1 percent).

As you well know, all growers are not cre-
ated equal. It’s important to keep in mind
key differences — such as geographic loca-
tion — when reflecting on how your business
compares to others. For example, growers in
the drought-stricken South will likely have a
very different story to tell than those in the
Northeast.

The Hard Numbers

By most accounts, the last couple of years
havebeen challenging. The trickle-down effects
of skyrocketing fuel costs, as well as some of
the worst weather we've had in years, prob-
ably had many growers bracing for a decline
in revenue compared to their 2006 numbers.
However, survey respondents said their gross
revenue had actually climbed 74 percent in
2007 versus 2006 sales. But there is a catch:
Respondents also said profit margins dipped
0.3 percent over that same time period.

When analyzing these figures, it’s impor-
tant to differentiate between large growers
and smaller operations, says Jim Barrett, pro-
fessor of floriculture at the Univer-
sity of Florida in Gainesville,
Fla,, and consulting editor
for GPN. “For large
growers, because of
the  consolidation
occurring in the
market, their total
revenues are going ! |
up,” Barrett says.
“But because of
additional costs and
difficulty in getting
higher prices, their mar-
gins are tighter.”

For smaller growers, the
situation varies greatly depending on
geographical areas, with “some strong spots,
some weaker areas,” he adds.

According to survey respondents, average
gross sales in 2007 were $4.6 million. About
31.2 percent reported sales under $100,000, and
a small percentage — 8.8 percent — boasted
sales of $25 million or more.

versus 2006 sales

What’s in an Acre?

It’s no secret that the size of an opera-
tion impacts other areas, such as labor costs,
automation efficiencies, quantity of product
sold and even the general business model
approach. And the sizes of our respondents’
operations ran the gamut, from sprawling to »
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conservative. About 42.9 percent said their total growing area occupied less
than 50,000 square feet, and 22.6 percent said their growing area spanned
more than 500,000 square feet.

Production Space
Bedding crops maintain
their popularity, with growers
devoting 33.5 percent of their = =
production space to this crop in "
2007 and 32.6 percent this year.
Potted crops came in second,
with growers devoting 20.3 per- E
cent of their production space
to them in 2007, and a slightly s
higher percent, 22.7 percent, in }
2008. Herbaceous perennials
(16.8 percent in 2007 and 17.8 .
percent in 2008), and woodies/
nursery crops (11.3 percent in
2007 and 11.6 percent in 2008)
trailed behind. The herb cate-
gory, perhaps driven by height-
ened consumer demand, expe-
rienced a slight jump.

it fallowing crop calegaries in 2007,
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Production Costs
As the cost of doing business
keeps climbing, it's no surprise
that growers reported a rise in
their average production cost per
Shipping/weight square foot: $10 in 2007 compared
28,220 to $8.30 in 2006.

Which of the following areas of
your business felt the greatest impact
from cost increases in the last 12 months?

Energy .
54.4% Many gI'OWGI'S are reassessmg

their business plans and making
the necessary adjustments to
make up for the higher costs of
production.

To Expand or Not to Expand?
Almost two-thirds of growers (63 percent) said they do not have expan-
sion plans this year, compared to 57 percent in 2006. Many growers are
cautiously optimistic, waiting to
see how the rest of the year goes
before investing money in any
major expansions. O
Even those growers who report
higher sales are mostly looking at O
contract production rather than
expanding their own production.

Immigrant Labor

As the immigration debate rages on with no permanent, comprehen-
sive solution looming any time soon, some growers are feeling the impact.
Depending on what part of the country theyre based in and the size of
their operation, growers count immigrant labor as a vital part of a dwin-
dling workforce. However, this survey’s respondents tell a different story:
Only 17.8 percent of their employees are immigrant laborers, down from 23
percent in 2006.

When it comes to immigrant workforce, size really does matter. “Larger
growers with large production areas are much more dependent on immi-
grant laborers than smaller growers [relying on] local labor,” Barrett says.

The Energy Headache

Industry wide, growers point to escalating energy costs as their biggest
headache. More than 54 percent said energy was where they felt the greatest
impact from cost increases in the past year.

“That’s a recent change,” Barrett says. “Many growers are now finding
that the cost of heating is overtaking labor [costs]. This is forcing a lot I

How much of your preductionr was devoled to

and what am your projectioss hor this yoar?

no plans to expand
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Grow More
Consistent Crops

Equipment Versatility
Saves Time & Money

Bob Hicks of Bloom Masters Nursery in
Orlando, FL, recently purchased an ITS®

ﬁ" Basic Boom with the transfer system, to

irrigate a nine-bay house.

“We've used other booms and other forms
of irrigation before, and none of them did
the job that ITS does,” he says. “This has
been our most consistent watering system
ever,” he says.

With the new ITS system, Bob now has
plants of equal strength and size ready for
market each time. And with the transfer
system, he can easily water all nine bays
on his schedule. “The flexibility is amazing,”
he says.

Bloom Masters uses the ITS boom to apply
plant growth regulators, insecticides and
fungicides, as well as for propagation. “The
crops watered with the ITS boom have fewer
problems with fungus and disease,” Bob
notes.

“ITS doesn't cut corners with materials,”
Bob adds. “This boom is built to last. |
would recommend ITS to anybody.”
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of growers to make decisions...to
reduce that cost.”

One respondent points to rising
energy costs as the biggest obstacle
to expansion: “Energy prices con-
tinue to slow the ability and rate at
which we can expand.”

Shipping costs (25 percent), input
material costs (11 percent) and labor
(9 percent) are among other top con-
cerns for growers.

Doing Business
with Big Boxes

Some larger growers, or those
with niche markets, have found
success partnering with big boxes:
About 12 percent say they supplied
product to box stores.

Doing business with the big
boxes can be tricky, says Dave Eden-
field, president of the consulting
firm Visions Group LLC. With the
partnership often comes higher
expectations and responsibilities
than growers are typically used
to — albeit with bigger payoffs
(sometimes).

The
Sustainability
Debate

When it comes to the hot-button
issue of sustainability, growers are
once again taking a cautious approach
before diving in. As Dave Edenfield of
the Visions Group explains, “There was
so much discussion in 2007 about it,
that as we look at 2008, | think a lot of
people are saying, ‘I’'m going to wait
until either I’'m required to do it or until
this thing sorts itself out. My customers
are not demanding it yet, so until they
do...I’'m not going to do anything.’”

The numbers seem to echo Eden-
field’s prediction. Although 60 percent
of growers surveyed claim to have a
good understanding of the issue, 75
percent of growers surveyed said they
do not plan on pursuing a third-party
sustainability certification in the next 12
months.

In fact, Edenfield predicts a decline in the number of growers choosing to
go the big box route. “I suspect you will see fewer and fewer people lining
up to do business with big boxes, and more and more [growers] cultivating
opportunities with smaller chains and independent retailers,” he says.

Looking Forward

Ask growers to peer into a crystal ball and predict the most impor-
tant issues facing the industry in five years, and the answers range from
“increasing profitability in a tight labor market” to “the ability to increase
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Of those growers that supply to big
boxes, only 7 percent said they think
it’s “very important” to be certified as
sustainable, and 48 percent said it was
“not important.”

“Until one of the big boxes requires
says
Edenfield. “They’re certainly listening

it, that won’t change much,”

to growers who are coming in [and
sharing their sustainability progress]....
they certainly applaud it and endorse it,
but they’re not ready to come out with a
requirement for their vendors yet.”

For those growers supplying to inde-
pendent garden centers, 55 percent
said it was “not important” to be cer-
tified as sustainable, while 36 percent
said it was “somewhat important.” Only
8 percent of the independent garden
center growers said sustainability cer-
tification was “very important.”

As one respondent states,

management

our prices to cover our skyrock-
eting costs.” Without a doubt, the
cost of doing business has rapidly
increased in the last few years, and
new issues keep emerging.

According to survey respon-
dents, the most pressing issues
the industry will face in five years
are energy, labor, input costs, the
economy and water issues.

For growers grappling with a
changing consumer base, new chal-
lenges and an evolving industry,
staying in the game sometimes
demands going back to the drawing
board — or, at the very least, recog-
nizing the opportunity in the chal-
lenge. “Right now, the industry is
in a real state of flux,” Barrett says.
“There is a lot more up in the air. Big
growers are having to make big stra-

tegic decisions and changes with

Solexx™ Green

house Glazing

“This 6’ wide Solexx™ glazing is easy to
work with. | did it all myself!”

-AJ Hamilton of Gramma’s Garden Nursery,
Enumclaw, WA
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A division of Adaptive Plastics Inc.
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Best for your plants and your pocket book!

Save on labor!

* Bends around corners — install
horizontally or vertically!

* Easily trim to any size with a
sharp knife!

End yearly replacement!

* Will not crack or bruise from hail!

* 8 Year Warranty!

Save on heating bills!

* 2.3-R Value provides more
insulation than storm windows!

* 4°1” wide rolls as long as 900 feet
for fewer seams!

Healthy plants to sell!

* Highly diffuse light transmission
delivers more light to plants — not
just the upper canopy!

* Prevents sun scald!

Solexi.

FREE sample, call
1-800-825-1925 cxt. 608

“#=._ how they run their businesses. Write in 738

“at the moment, survival is X
; Smaller growers have to find

more important.”

o AW ways to differentiate them-

{ &\)c;t,a\ 3 selves. It’s hard to predict how -
; 1@63 o operations are going to look [a Exn e rl e II c e III e 1 -2 P“ n c h I
I few years] from now.” -

Take control with digital electronics.

_ONE.  TWO.

neamnicker-@

iy

Darhiana Mateo is associate editor of GPN. She can be reached at (847) 391-
1013 or dmateo@sgcmail.com.
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For more information related to this article, go to www.gpnmag.com/Im.cfm/gp090804

Hit Pay Dirt!
PARKER DAVIS Co.. Inc¢.
presents

Affordable,
Heavy-Duty
Nursery Marker
Stakes "

ard

o ey e
suppiemental
Lighting

» 90% More Efficient Than
Incandescent Usage

» Control Bud Set & Blooms
» Faster Crop Turns
» Control Vegetative Growth

Lighting" " *

» 1% Less Energy Draw

» 8% More Lumen Output

» 10% More Reflector Efficiency
» Higher Quality Plugs & Plants
» Stronger Root Systems

Ideal for wholesale and retail nurseries,

growers and garden centers, our patented

nursery marker stakes are made to last for

years and offer the most durable economic

choice on the market today.

* 9-gauge galvanized steel

* 38, 16,24, 32, and 48 inch lengths

* Top and bottom bend for upright card
display and use with flats and pots

o Corrugated polypropylene cards in eight
colors for easy signage color-coding
(sun/shade, species, prices, etc.)

o Three standard card sizes

e Can be used with any permanent marker
or labeling system

For a price list and FREE SAMPLE,
call 1-800-438-0387 today!

7"w x 5"/2"h Card —

[ cormugated plastic | |
cards work well |
with computer

generated labels.

6"w x 2'/2"h Card

Onlly available
in white
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lighting solutions

THE #ONE SOURCE FOR COMMERCIAL
GREENHOUSE LIGHTING IS PARSOURCE.

For details and information email
sales@parsource.com or call 800-634-9990

9ga.x2"x8"
Stake

PARKER DAVIS Co.. Ine¢.
2310 N. Tryon Street o Charlotte, NC 28206-2791
Visit our website at: www.parkerdavis.com
Fax 704-375-9116 e Phone 800-438-0387
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