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What a
difference a
year makes!

BY LANDSCAPE
MANAGEMENT'S STAFF

ast summer, the Federal
Reserve Board hoped its
six interest rate hikes
would cool a too-hot
economy. It worked
We've had a dramatic re-
versal in the e
and now the Fed keeps dropping rates to
spur it along. The good news is that the
landscape industry keeps going strong.
What do we know for sure about the
economy? Thousands of businesses took a
financial beating in the market (many Inter-
net start-ups vanishing forever), and millions
of investors saw their portfolios shrink al-
most overnight. The fallout continues to af-
fect the economy in several ways
M Rate of the economic growth immedi-
ately fell from over 5% in 2000 to a sickly
.7% this spring — the weakest growth in
eight years.

M Large corporations lost much of their
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value in the market's tumble,
and immediately made layoffs,
trimmed inventories and post-
poned major investments (in-
cluding construction). Con-
struction's outlook is
questionable.

M The Federal Reserve’s rate
cuts spur mortgage business.
Many investors exit the market
and invest in real estate.

B Although 2001 is the first
year since 1945 that Americans’
net worth drops, consumer
spending continues strong, con-
sumer confidence swings up and
down, home sales and prices es-
calate through the summer.

M Service industries, previously
the “golden child” of the U.S.
economy, show a slight weaken-
ing for the first time since World
War I1. Service business owners
(including Green Industry play-
ers) discover labor costs a little
more, fuel and energy prices

Landscape services grew at a healthy

pace in our survey, ranging from 18%

growth for irrigation services to a 47 %

increase in chemical service growth.

bite into profits and problems
with payables begin to surface.
M It's still pretty easy being
green, say many landscape pro-
fessionals. While economists de-
scribe the economic outlook as
“doudy” and “shuggish,” the same
cannot be said for our industry.
In fact, the opposite is true:

B Growth of customers, rev-
enues and profits expanded
strongly.

M Most landscape maintenance
and chemical lawn care services
continue to look strong and
profitable.

M Landscape services grew at a
healthy pace in our survey, rang-

ing from 18% growth for irriga-
tion services to a 47% increase in
chemical service growth.

W Landscape installation and
other services tied to residential
or commercial construction are
more “iffy," depending on the
market, but still strong, with an
average 23% growth in that seg-
ment.

M Layoffs have improved the
recruiting picture in many mar-
kets, but labor is still a challenge.
M Economic weakness seems to
have settled in some markets,

and not at all in others. 1m

Challenge:
Handling
Growth

t's been a banner year
for professional land-
scape management.
We interviewed hun-
dreds of landscape
managers to see how their
year has progressed and
how they view next year's
business (see note below).
Here's what they said:
M Business was up for 76.6%
and 72.4% said they expected
revenues to increase, an aver-
age rise of 18%.
M Prices, too, will go up an
average of 8% for 66.3% of
respondents.
M At least 64.4% of respon-
dents reported they have
more backlog or customers
this year than in 2000.
M Chemical services grew
47%, maintenance business
grew 30%, tree care services
grew 28%, design/installa-
tion and specialty services
grew 23% and irrigation ser-
vices grew 18%.
M While landscape
design/installation grew
fastest last year, only 33%

Continued next page p

Note: The statistics in this report were derived from a pro-
prietary Landscape Management mail and telephone
reader survey, as well as other industry data reported by as-
sociations and organizations. This survey was mailed to a
random sample of readers in June and also given by tele-
phone to a random selection of readers and industry firms
in July. Both surveys, which generated a 29.5% response
rate, was tabulated according to standard statistical analysis
by Penn and Associates, an independent market research
firm in Cleveland, OH.

The survey represented 72% landscape contractors
(providing landscape design/build and/or maintenance),
27% lawn care service companies, 9% grounds care, 5%
custom chemical applicators and 5% irrigation
contractors (some contractors perform more than one
service). They represent a sampling from many markets
across the country.

*The makeup of this year’s study may be somewhat
different from last year’s group, reflected in slightly
adjusted results,

This group represents

a wide range of revenues:

Annual revenue % of respondents
Entry-level < $250,000 30.1%
Mid-level $250,000 - $1M 36.7%
Established $1 M or more 33.1%

Current customer mix of this group is 57% residential,
38% commercial, 4% government and 1% other. These
organizations have existed for an average of 18 years.
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