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Landscape industry professionals are feeling positive.
Despite challenges, the industry is out front of other
small businesses when it comes to optimism.
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When you work hard all day taming the tough terrain, you need a machine that works just as hard.
You need a Gravely Commercial Mower. With a full product offering from zero-turn mowers to 21-
inch walk behinds, Gravely is built to take on the toughest jobs. And when your livelihood depends on
getting the work done - downtime is not an option. That is why Gravely Commmercial mowers are built
to dominate the landscape.
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A clear focus

very recession teaches us familiar lessons, and the past few
years were no exception. As business owners, we are again smarter for
having gone through the last economic dip. One advantage of the uncer-
tain economy is that it forced us to focus—whether we liked it or not. If
you are like me, you learned to monitor your business more closely, manage your
cash and even reassess your profit structure. These are worthwhile lessons that all
business owners need to learn, even if we don’t fully appreciate them at the time.

As the economy starts to show signs of picking up, let’s stay steadfast in the lessons
we’ve learned. There are still plenty of challenges to keep us motivated. Fuel prices,
rising taxes and unpredictable health care costs make all of us wary. But I've always
believed you can find opportunity in any kind of economy. My great-grandfather
started our family business in 1933 in the midst of the Great Depression. He had
to set his priorities, stay focused and ignore the doom-and-gloom mindset that
surrounded him at that time. But with a small loan borrowed against his life
insurance policy, he slowly and steadily grew
a business that would go on to sustain three
more generations of employees. As you go into the

next year, remember
Certainly, all of our success hinges on

the weather to a certain extent, but there are to keep a clearf ocus
many positive indicators that show we are on profitable growth.
moving in the right direction as an industry. Selling short of your
The housing market is in recovery, consumer . .
confidence is slowly improving and leading value is not a viable
indicators point to a growing economy. As business model.

you go into the next year, remember to keep a
clear focus on profitable growth. Selling short
of your value is not a viable business model. It will only catch up with you in

the near future and create a cycle of low price, low value that is hard to break.
And, more importantly, it will hurt the entire Green Industry in the long run.

We, as an industry, need to find new opportunities to create value for our
customers—even if it means continually finding more creative ways to do so. The
year ahead has all the positive signs of providing an environment for profitable
growth. The world of communications technology should provide a ripe opportu-
nity for you to stay even closer to your customers seeking your professional advice
and service.

Use these opportunities and the lessons of the last few years to come out of the
gate strong, healthy and reenergized for your most successful year yet.
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Landscape industry professionals are feeling

positive. Despite challenges, the industry is out
front of other small businesses when it comes
to optimism.

By MARISA PALMIERI / Editor

ptimism among landscape profes-
sionals about the state of the Green Industry
is better than expected this year, despite some
uncertainty.

‘When asked for last years Landscape Management
Industry Pulse report, “What'’s your 2013 business out-
look?”, 69 percent of respondents said they were very or
somewhat optimistic about the coming year. When asked
the same question about current business conditions for
this year’s report, 85 percent of respondents indicated they
are very or somewhat optimistic—a 16-point jump (see
“Optimism Index” on opposite page).

As for their feelings about next year? Four-fifths of
them are very or somewhat optimistic about 2014. Land-
scape companies grew revenue an average of 14 percent
from 2011 to 2012 and are expecting another year with 14
percent growth for 2013.

Landscape industry optimism is ahead of the curve
when compared to overall small business optimism. The
National Federation of Independent Business releases a
monthly index of small business optimism, and the 2013
average is 91.9, well below the average reading of 100.

Consultant Bruce Wilson of the Wilson-Oyler
Group characterizes Green Industry sentiment as
“guardedly optimistic.”
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“Most contractors are having what they would
consider a good year,” he says. It’s not all good news,
though. “They still have Obamacare looming in their
future, which is going to cost everybody a lot of money.
They’re hopeful something positive will come out
of the immigration reform movement right now, but
they’re not sure.”

The Industry Pulse is...
How landscape professionals describe
the state of the market

Very healthy or
relatively healthy

Flat

Slightly down or 19%
down significantly

2011 2012 2013




OPTIMISM INDEX

What’'s your 2013 business outlook?

M Very optimistic

0, .
>1% Uncertain

B Very pessimistic

Methodology

2% Somewhat optimistic

B Somewhat pessimistic

What's your 2014 business outlook?

M Very optimistic
2% Somewhat optimistic
Uncertain
B Somewhat pessimistic
B Very pessimistic

For the 2013 Industry Pulse report, Landscape Management surveyed subscribers online in July and August, garnering 356
complete responses. Respondents were offered the chance to win one of three $100 gift cards as an incentive. We assume
a +/- 5 percent margin of error. Unless otherwise noted, all charts and figures in this report come from this survey.

More than a feeling

“I’'m seeing it come back,” says Tom Canete, owner

of Canete Landscape and Canete Snow Management
in Wayne, N J. “This year has been better than last
year and last year was better than the year before. I see
it progressively getting better.” For 2014, Canete is
anticipating even more improvement.

“You gotta think positive,” he says. His firm is plan-
ning for about a 20 percent increase on the landscape
side and to double its snow business, having landed a
major contract—snow removal of MetLife Stadium,
home of the New York Giants, the New York Jets and
host of the Super Bowl XLVIII in February. He didn’t
disclose his revenue, but says he employs about 75 on
the landscape side and, in the past, as many as 300 on
the snow side. He’ in the throes of hiring 400 addi-
tional snow personnel to staff MetLife Stadium alone.

Dan Dahlkemper is another landscape contractor
on the upswing; 2013 is on track to be his company’s
best year out of the last five—with a record high 42
employees.

“We’ve just had a great project mix,” says the
owner of Dahlkemper Landscape Architects & Con-
tractors in Erie, Pa., a $3.5 million design/build and
maintenance firm. “We plan on continuing to grow at
a measured pace.”

The company looks to grow about 10 percent
per year. Some of next year’s growth will come from
servicing athletic fields, which is part of the company’s
strategic plan. Stream and lake bank stabilization are
other services Dahlkemper is eyeing.

A fair price

Value is one area where many landscape profession-
als report clients are coming around, finally, after the
price-driven mentality of the recession.

Andrew Ziehler is one of those. He says customers
are tired of receiving low-quality service for a lower
cost, and those dissatisfied customers are turning to
his firm for quality service.

“Spending is picking up with customers,” says the
owner of the $1.2 million lawn care and maintenance
firm. “It’s not back to where it was, but there’s defi-
nitely positive movement.”

Grant & Power Landscaping, a $7 million design/
build, maintenance and snow removal firm in West
Chicago, 111, is seeing a similar trend.

~

+ POSITIVE

Eighty-five percent
of respondents
indicated they are
very or somewhat
optimistic about
current business
conditions.

Uncertainty remains,
primarily due to health care
and immigration reform.

— NEGATIVE
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“People are looking for quality products again,”
says Jan-Gerrit Bouwman, a partner. He says clients
appear “very confident about the economy.” Plus,
the recession benefited Grant & Power by weeding
out weaker companies that drove down prices in the

market. He says the economy is better but not back
to where it was and conditions have been improving
since 2009.

In Ohio, Todd Pugh agrees customers are coming
around to understanding value versus price.

“The market is still very cost driven, but customers
have been burned by the low-end provider,” says the
CEO of Todd’s Enviroscapes in Louisville, Ohio. “So
there’s room for the higher-end provider. Right now
it’s a matter of the company that can deliver the best
service and quality for a fair price will succeed.”

Enviroscapes will do about $11.5 million in revenue
in 2013 and Pugh expects to grow 15 percent to 17
percent next year. The company grew nearly 35 percent
over 2012—15 percent of which came from the acquisi-
tion of a smaller competitor. Next year, the growth will
be organic, and Pugh says it will come naturally.

“If you focus on your work and being the best at
what you do, there’s 15 percent growth in any market,”
he says. “If you’re not the best at what you do, you're
just going to be on a treadmill because you’ll be losing
customers instead of maintaining them.

“For us, if we don’t grow but we retain 100 percent
of our customers, that’s OK,” he says. “But that’s not
going to happen if you have momentum behind you
and you focus on the client. They’re going to refer you
for 10 percent to 15 percent growth.”

WEATHER WATCHERS

hether it's the heat,
the rain, the snow—
or the lack thereof—

weather is always an obstacle
for landscape professionals. And
this year was no different, especially

when it came to rain.

Despite a year-to-date contiguous U.S. precipitation
total of 19.14 inches, which is just 1.54 inches above
average, rainfall wasn’t evenly distributed across the

country, according to the Na-
tional Oceanic & Atmospheric
Administration (NOAA) National
Climatic Data Center.
The East experienced wet
extremes and the West had dry
extremes. East of the Rockies, 10
states had one of their 10 wettest
year-to-date periods. Michigan
was record wet with 24.35 inches
of precipitation, nearly 7 inches
above average. Several cities,
from Fargo, N.D., to Greenville, S.C., had a record wet
January through July.

Due to the weather, the phone didn’t start
ringing for Dan Dahlkemper, owner of Dahlkemper
LandscapeArchitects & Contractors in Erie, Pa., until
after July 4.

“We’ve had shitty weather this year,” he says.
“It’s been cold and wet through the whole spring
season.”
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The cool, wet year is costing
Andrew Ziehler, owner of Ziehler
Lawn & Tree Care in Centerville,
Ohio, more on labor.

“We're slightly over budget on
some of our hours because the grass

has grown so well,” he says, adding the good growing
conditions have made weeds more difficult to control.

California, Idaho, Nevada and Oregon had top 10
dry yearto-date periods. California’s precipitation
total of 4.58 inches was record low for the seven-
month period at nearly 10 inches below average.

Texas, too, has been dry, and that presents both
challenges and opportunities for TechScape, a full-ser-
vice firm in Richardson, Texas.

“Almost every city in the North Dallas area is under
drought restrictions,” says Bram Franklin, residential
design/build and garden manager supervisor, add-
ing some cities allow residents to water only once a
week. However, these conditions present advantages,
such as an increase in mulch sales, more drip irriga-
tion installations and a push for smart controller in-
stallations. The company also has been doing more
irigation system audits.

As for temperature, the yearto-date contiguous
U.S. average of 51.8 F was 0.5 F above the 20th century
average. Above-average temperatures were observed
in the West and Northeast, where California, New
Hampshire and Vermont had one of their top 10 warm-
est year-to-date periods. Below-average temperatures
stretched from the Northemn Plains to the Southeast.




BY THE NUMBERS ANNUAL REVENUE

Average Number of Years in Business 2012

M Less than $250,000
$250,000 to $499,999
$500,000 to $999,999

M $1 million to $2.49 million

B $2.5 million or more

Average Gross Revenue Change
2011-2012

2013 (anticipated)

———- Gross revenue change in ————

maintenance design/build lawn care irrigation
M Less than $250,000

$250,000 to $499,999
$500,000 to $999,999
M $1 million to $2.49 million
M $2.5 million or more

Average Gross Revenue Change
2012-2013 (anticipated)

PROFIT LEVELS
——- Gross revenue change in ————

maintenance design/build lawn care irrigation 201 2

15% to 19.9%

- 10% to 14.9%
Company Location °

B 5% to 9.9%
1% 1% to 4.9%
B No profit

2013 (anticipated)

12% 7%

B 20% or more

12% 11%

B 20% or more
15% to 19.9%
10% to 14.9%

Midwest: OH, IN, IL, MI, WI, MIN, MO, IA, ND, SD, NE, KS M 5% t0 9.9%
West: AK, CA, CO, HI, ID, MT, NV, OR, UT, WA, WY 1% to 4.9%
M Southeast: AL, AR, FL, GA, KY, LA, MS, NC, SC, TN, VA, WV B No profit
M Southwest: AZ, NM, OK, TX 28.5%
M Northeast: CT, DE, ME, MD, MA, NJ, NH, NY, PA, RI, VT, D.C.
M Canada
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HIOUSING |
MARKET BUILDS

he housing market—a leading indicator of
growth for the landscape industry—has con-

tinued its climb out of a valley since it dipped
during the recession.

That bodes well for Green Industry companies. For
design/build and construction firms, it means more
new landscapes to install and for maintenance com-
panies, it means new landscapes to care for rather
than just trading clients with competitors like the last
few years, says consultant Bruce Wilson.

“Hopefully by 2014, the market will start to get big-
ger once again,” he says.

One good sign is the number of improving housing
markets nationwide. A total of 247 metropolitan areas
across 49 states and the District of Columbia quali-
fied for inclusion on the National Association of Home
Builders (NAHB)/First American Improving Markets
Index (IMI) for August, the most recent month avail-
able as of press time (see chart at right). The IMI is
designed to track housing markets nationwide that
are showing signs of improving economic health.This
figure dropped slightly from July, but it's about three
times the number of metros that qualified for the list
in August 2012. NAHB expects further modest ad-
vancements, though improvement may be hampered
somewhat by the availability of credit, matenals, lots
for development and labor.

On the multifamily housing side, the production
of apartments and condominiums gained momen-
tum in second quarter 2013, according to the latest
NAHB Multifamily Production Index (MPI). The index
increased nine points to 61, which is the highest read-
ing since its inception in 2003. The MPI measures
builder and developer sentiment about conditions in
the apartment and condominium market on a scale of
0 to 100. Any number over 50 indicates more respon-
dents report conditions are improving than condi-
tions are getting worse.
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Getting the word out

Many companies, though, aren’t comfortable relying
on referrals alone. In fact, Wilson expects compa-
nies to boost marketing budgets now that they’re in
growth mode, after reeling in costs during the reces-
sion years.

“I'm seeing a little more interest in marketing,
since companies really cut back on it the last few
years,” he says. “They’re starting to invest in market-
ing and other social media initiatives.”

Jeff Bowen, owner of Images of Green, a full-service
firm in Stuart, Fla., plans to increase marketing efforts
next year, despite relying only on word of mouth for
his 18 years in business. His company does about $1.8
million in annual revenue, and he would like to grow

" HOUSING: NAHB/FIRST
AMERICAN IMPROVING
MARKETS INDEX (IMI)
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it to around $4 million to $5 million in size. He’s also
engaged a consulting firm to help with those efforts.
On the other hand, Grant & Power Landscaping
is reducing its marketing budget in favor of a more
direct sales approach. The company used to do radio
advertising but has switched to T'V this year, says Bou-
wman, noting T'V is cheaper than radio. The company
is also reducing print magazine advertising and home
show expenditures.

SERVICE MIX

B Full service landscape
contractor (maintenance,
lawn care, design/build
and irrigation)
Landscape maintenance
contractor (mowing,
trimming, etc.)
Landscape design/build
contractor (design,
installation)

B Chemical lawn care
company (excluding
mowing)

Irrigation contractor

B Tree and shrub care
company
Landscape architect

M Other

SERVICES PROVIDED

Mowing 73.6% Design/build 60.6%
Aeration 60.6% Design only 15.5%
Seeding 67.4% Installation only 16.9%
Sodding 65.5% Landscape lighting 52.1%
Hydroseeding 19.9% Water features 44.0%
Lawn renovation 62.3% Retaining walls 53.9%
Edging/trimming 74.1% Other hardscapes

Spring/fall cleanup 74.5% (patios, walkways, etc.) 54.2%
Fertilization 69.7% Tree and ornamental

Weed control 66.9% pesticide/fertilizer applications 39.4%
Disease control 50.0% Tree trimming/pruning 60.0%
Insect control 51.6% Tree removal/transplanting 44.9%
Grub control 50.0% Macro/micro injection 11.8%
Fire ant control 24.8% Snow and ice removal 41.2%
Organic lawn care 29.6% Holiday lighting/décor 20.4%
Seasonal color 46.8% Nursery/grower 9.5%
Perimeter pest control 16.7% Interior landscaping 10.4%
General pest control 16.4% Sports turf 14.1%
Structural pest control 5.6% Green/sustainability services 12.7%
Irrigation installation 42.6% Retail garden center 6.5%

\Irrigation maintenance 51.4% Other 6.0% Y,

Bill Banford, president of The Sharper Cut in
Upper Marlboro, Md., spent more than intended
on marketing this year—about $45,000 versus the
$37,000 he budgeted. That may be part of the reason
the company is on track for about $2 million in annual
revenue in 2013—an 80 percent increase over 2012.
The primarily residential design/build company
revamped its social media presence and began using
Angie’s List, which it plans to continue next year. Lm

Additional reporting by Sarah Pfledderer.

CUSTOMER MIX

B Single-family residential
Multifamily residential
Commercial/industrial

B Government/institutional

M Other
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Eyeing

By SARAH PFLEDDERER / Associate Editor

he mergers and acquisitions (M&A)

market has been the equivalent of an ever-

long chess game for the Green Industry in

2013. Buyers and sellers are simply strat-
egizing and waiting to make a move before yearend—
or in some circumstances make no move at all.

For this reason, M&A activity has been relatively
low, consultants say, but they caution to “stay tuned”
for an upswing in activity the remainder of the year
and trickling into the next.

Jetf Harkness, partner with the 3PG Group,
credited looming costs of Obamacare, a rise in
workers’ comp rates and immigration concerns
that could affect the H-2B guest-worker visa pro-
gram as reasons for companies moving at a sluggish
pace on transactions.

“We’re not seeing companies or acquisition targets
that have fantastic earning numbers,” he says. “We’re
still not in an environment where we can go charge
more to the customer.”

Harkness says it’s small- to medium-sized compa-
nies that have been the most active this year.

Landscapes USA, for instance, acquired Peach
Tree Landscapes, based in Nashville, Tenn., in June
for an undisclosed sum. The company has completed
an acquisition every year in the last four years, accru-
ing seven locations.

“They’re certainly becoming more visible, and it
wouldn’t surprise me if they did more deals,” says Ron
Edmonds, president of the Principium Group. He
adds it seems the company’s growth has been “inten-
tionally kept below the radar screen.”
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their mo

Green Industry buyers and sellers
aren’t making many moves just yet.

The strategists
Other companies’ growth schemes, however, are mak-
ing headlines.

Leonard Green & Partners is preparing for a $1.5
billion sale of The Brickman Group, Reuters reported
in mid-August. The Los Angeles-based private equity
firm acquired a majority stake in Gaithersburg, Md.-
based Brickman in 2007.

“It’s conceivable that a transaction could get done
by the end of the year, but that would be very quick,”
Edmonds says. “A lot of it depends on who is interested.”

Edmonds points to private equity firms and large
facility service companies with smaller landscape divi-
sions as prospective buyers.

Those types of companies, he says, have been most
active in strategizing this year.

Other major Green Industry players ValleyCrest
Landscape Cos., based in Calabasas, Calif., and Mem-
phis, Tenn.-based TruGreen have been directing their
attention toward internal restructuring instead of
expansion, consultants say. Meanwhile, Scotts Lawn-
Service, based in Marysville, Ohio, has indicated it’s
looking for acquisition targets and has been buying
back well performing franchise locations, Landscape
Management reported in September.

Brian Corbett, managing partner at CCG Advisors,
says there are a number of private equity groups with





