
A 'cooling' economy? 
How are today's leading indica-
tors expected to impact the 
Green Industry? After a record 
six increases of the interest rate, 
signs show that the Federal Re-
serve's policies may be working, 
gradually slowing an unheard-of 
rate of growth near 7%. Here's 
what happened recendy: 

• We're getting richer, but at 
a slower rate than 1999, says 
the Fed. First quarter house-
hold net worth grew only 2% 
in the first quarter of 2000, 
down from 8.1 % in the last 
quarter of 1999. 
^ Unemployment rises only 
marginally — not enough to af-
fect hiring opportunities in our 
industry. This may also be tem-
porary. 
• Housing starts dipped 
slightly earlier this year, which 
may or may not continue. 
^ Home mortgage demand fell 
by 56% in early 2000 and busi-
ness load demand fell 25% for 
the same period. Banks are 
tightening lending standards. 
^ April reports show consumer 
spending still strong, but at the 
slowest rate since July 1999. 

The Fed's actions typically 
take six months to filter 

borrowing, which in turn will 
slow investment and housing 
starts. How will this affect you? 
Some contractors feel that this 
will slow their landscape de-
sign/build business, but others 
think it will merely shift dollars 
into landscape renovation as 
clients stay put. 
• Disposable income. This is 
money consumers spend on 
big-ticket items — like land-
scapes, maintenance and spe-
cial services. High rates of this 
generally means good news. 
• Unemployment rate. Don' t ex-
pect this to change for years. 
While good economic health 
continues, labor will be tight. 
Your competitors include other 
landscapes and anyone who 
offers higher wages, more ben-
efits, easier work and a more 
pleasant organization. 
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through the economy, so this is 
the big question mark. Growth 
may be slowing to the 3.5% or 
4% the Fed thinks is sustain-
able, down from the 7% rate it 
reached in the fourth quarter of 
1999. 

Still a toss-up 
Clearly, economic forecasts are 
still a toss-up. Economists may 
argue about the trends they 
see, but several trends may 
help you plan for late 2000 and 
into next year. Watch: 
• Interest rates, which are keyed 
to inflation. Despite jumps in 
prices for gasoline, food and 
wages, inflation is steady due to 
drops in other prices. If infla-
tion steadies, expect interest 
rate hikes to stop. 
• Housing starts. Everyone ex-
pects higher interest rates to 
slow corporate and consumer 

Data at a glance 
Average organization's 
approximate revenues for 1999 
were $984,000. 

Average organization's annual 
operating budget for 1999 
was $495,000. 

Average customer mix is 59.2% 
residential, 37.2% commercial, 
3.7% other. 



What's your best strategy? 
It pays to be prepared for any eventuality, say several land-
scape managers. Here are their ideas: 

• Landscape maintenance. This can be a constant battle to 
eke out the profits you need because of low-balling. Try to 
balance the investment needed to get efficient equipment 
with money to pay a competitive wage and keep good em-
ployees. Some vow to raise their prices in coming months, 
both to accommodate fuel and other price increases and to 
position their firms above the "price-war" fray. 

• Landscape design/installation. This is a more complex busi-
ness to manage because it's hard to assure a manageable 
flow of projects, price goods and services for profit, invest 
in efficient equipment and organize the work for produc-
tivity. A clear niche, steady pricing, quality work, strong 
customer contact and investment in appropriate equip-
ment may make a difference this year. 

• Chemical lawn care. LCOs still grapple with the issues of 
low-balling, large competitors "churning" business, man-
aging crews and routes for maximum productivity and bal-
ancing a simple and profitable mix of services. If you find 
the self-starters to handle your routes, do everything to 
keep them. Long-time players insist a solid treatment pro-
gram, attentive customer service and add-on services will 
continue to make this segment profitable. 

• Irrigation maintenance/installation. Landscapers are finding 
plenty of opportunity to offer irrigation services. The key 
to success depends on thorough knowledge, the ability to 
make this segment profitable and the capability of servic-
ing all your potential customers. 

• Customers. Both residential and commercial customers 
are impatient, spoiled and sometimes annoying. Develop a 
strategy to manage your customers' expectations and weed 
out those who are more trouble than they are worth. 

• Client mix. Diversify. If you have only a few main cus-
tomers, it's time to spread out and get others. If you're in 
a well-defined niche, expand within it. 
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• Productivity rate. If you're 
more profitable with the same 
operation, chances are you're 
more productive. But are you 
getting the maximum levels of 
productivity? We suspect this 
industry has far to go before 
reaching those levels. 

Landscape managers 
look ahead 
Bozzuto Landscaping is fo-
cused on community housing 
projects in Maryland — on the 
front end of the housing mar-
ket. Tom Davis hasn't seen any 
movement either way, yet. 
"Our parent company, which is 
a real estate developer, has 16 
communities in construction 
and as many in development. 
It's too early for any slowdown 
to trickle down to us. And if 
new homes slow down, apart-
ments may pick up." 

The recent difficulties of reg-
ulation and labor encouraged 
both Paul Harder and Michael 
Kowalchuk to sell 
their businesses. 
Others are restruc-
turing their manage-
ment, instituting 
new and advanced 
operating software 
or working hard to 
develop employees. 

Neil Thelen's in-
vestment in six-peo-
ple Isuzu trucks and 
the switch to six-person crews is 
an effort to squeeze more effi-
ciency from his organization 
while also developing his people. 

"Each crew has a senior and 

junior foreman because one 
person can't manage six peo-
ple," he says. "The younger 
manager can then get trained 
and eventually move into a se-
nior position." 

Dwight Hughes also remod-
eled his operations, using a new 
design of truck to carry people, 
equipment and plants. Hughes 
constantly searches for more ef-
ficiency and looks to equip-
ment, rather than electronics, 
for solutions. 

"Our industry is caught up 
in a trend of more computing, 
but computers are just a tool — 
not the answer," he says. "You 
have to ask, who's making the 
money for you? Is it a crew of 
workers pushing a B&B tree by 
hand or your computer?" 

Keep the momentum 
coming! 
As usual, fortune telling is an 
art few of us have. Experienced 
insiders like Rick Randall, CEO 
of Randall & Blake Inc., Little-

ton, CO, have busi-
ness spread over sev-
eral states. He sees 
some clouds on the 
horizon. 

"It appears there 
is sufficient momen-
tum to sustain ade-
quate contracting 
opportunities at least 
through the first six 
months of 2001. 

After that, we do see some soft-
ening brought about by higher 
interest rates," he explains. "The 
higher rates have begun to slow 
down residential development, 

which will slowly begin to pull 
down the rest of the economy." 

John Wheeler also has some 
misgivings about the prospects 
for his design/build division: 
"It's too early to celebrate (for 

this year). It's a good year now 
and we budgeted for an in-
crease in business, but higher 
interest rates may slow down 
business. We hope the mo-
mentum keeps coming." LXVI 

John Wheeler: Will 
economy slow? 


