P
Distributors: optimistic but wary

The concerns—stiffer competition,
shorter margins—are real. Distribu-
tors and dealers serving the Green In-
dustry can't whistle them away. Even
so, the coming months should be good
ones, an informal WEEDS TREES &
TURF suggests.

Our poll reveals strong distributor
enthusiasm for the coming year,
guarded optimism for the longer haul.
It also shows distributors taking ag-
gressive action to remain players. The
stakes in the game are growing, but
not fast enough to allow every would-
be participant a financial score.

by Ron Hall, associate editor

“We are in a growth market so
business will be good,” says the head
of a $2.5 million dealer/distribu-
torship. “However, margins will con-
tinue to be squeezed, particularly on
our primary products: fertilizers,
chemicals, and grass seed.”

Almost 83 percent of those respon-
ding to the WT&T query (a surprising
35 percent of those contacted an-
swered) anticipate increased sales in
the coming year with 12 percent feel-
ing business will remain about the
same. Five percent see sales dropping.

Two out of every three respond-

Green Industry suppliers are becoming
more aggressive in a business economy that promises good rewards,
but also keener competition and tighter margins.

ents beefed up inventories for the
1985-86 selling season.

Enthusiasm is tempered, however.

A chemical distributor writes:
“More manufacturers. More models.
More dealers. Not many more
customers.”

Concerns (listed in the frequency
of their appearance in the poll) are:

1. Reduced margins.

2. Increased competition from a
growing number of domestic manu-
facturers with similar lines and the
impact of imported products.

3. Direct sales by manufacturers
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FACTS ABOUT

WT&T DISTRIBUTORS:

[] Typically, is owner, president or
general manager of a $2.3 million
business.

(] Half are distributors and dealers.
[J 67% sell chemicals.

[J 50% sell turfseed.

[J 40% sell golf course equipment.
[] 40% sell irrigation equipment.

] 33% sell consumer lawn
equipment.

] 18% of sales is to homeowners.

and price pressure exerted by large
national and regional operators.

4. Price cutting.

5. Government regulations and the
specter of additional ones for chemi-
cal applicators.

None stands by itself. All are inter-
connected. Respondents to the WT&T
survey fretted to a lesser extent about
the growth of discount chains, credit
problems with under-capitalized
commercial accounts, and the lack of
qualified personnel entering the dis-
tributor network.

Lower margins (specifically men-
tioned as a “trend” by 12% of our re-
spondents) cause one special products
manager to reflect: “Just how much
service can I provide and still turn a
profit?”’ An equipment distributor
sees ‘‘some dropouts within the next
two to five years. The volume is not
there to support a replacement for the
farm market or for the consumer mar-
ket.” While a third supplier predicts,
“the industry cannot survive on the
margins being made today.”

Tied to reduced margins is price
cutting. Four out of five distributors
feel price cutting is “more common”
now than a year ago although one dis-
tributor described the practice as “‘not
more common, just more intense.”
“*“Many distributors and dealers
feel price cutting is necessary,” the
head of a $10 million firm notes. “This,
of course, has gone on for years but |
believe it is increasing due to the suc-
cess (for a short time) of the retail dis-
count stores.”

The distributor-manufacturer re-
lationship, like any marriage of inter-
ests, is not without its disagreements.
Raising the ire of some distributors
are direct sales by manufacturers to
large national buyers. Customers ben-
efitting from these sales ““look for ser-
vice locally or look for warranty
locally and the local people get noth-

’

ing out of the sale,’
nessman.

To offset these trends distributors
are:
—Adding product lines. 67% in the
WTE&T poll indicate they will expand
product offerings. Of the remaining
33%, reductions are most often being
eyed for similar products from dif-
ferent manufacturers, or low profit
items. 33% are expanding service/re-
pair departments.

—Increasing promotion (54% of re-
spondents).

—Seeking more manufacturer
support (45%).

—Exhibiting at regional shows
(50%).

—Adding education seminars for
customers (45%).

—Increasingsales force (47%. Only
5% planned sales force reductions).

And, who are the best customers of
the distributors and dealers? Golf
course superintendents were near the
top of the list for 60% of the respond-
ents followed by landscape con-
tractors (55%), parks and schools
(52%), commercial lawn care (35%),
general public (30%), and athletic
field managers (28%).

Says the president of one $1.3 mil-
lion distribution firm, “The business
climate is excellent, particularly com-
bined with the decline in interest
rates, freeing up loan money and leas-
ing money and at a better rate.”

The message coming from the sur-
vey: as long as the national economy
remains strong most distributors serv-
ing the turf and landscape industries
are confident they will find ways to
prosper.

The realities of increased competi-
tion and tighter margins, however, are
causing distributors to reassess their
offerings (with some expanding into
turf-complimentary lines) and to re-
think the amount of service they can
offer to remain profitable—and com-
petitive.

says one busi-
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The ‘“‘typical’ respondent to the
WT&T survey was either the presi-
dent, owner, or general manager of a
business doing $2.3 worth of busi-
ness with golf and landscape cus-
tomers (high of $20 million, low of
$30,000). Slightly under half de-
scribed themselves as both distribu-
tors and dealers. Almost two-thirds
of those we contacted handled
chemicals; 50% dealt with seed, 40%
golf course equipment and irrigation
supplies, and 33% consumer lawn
equipment. 18% of their sales is to
homeowners. WT&T
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