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Where do you want g W
to be in 20237 m

IT"SHARD TO BELIEVE WE’RE NEARING THE END OF ANOTHER YEAR
and already looking toward 2023. But as we do, it seems there is a renewed
sense of cautious optimism for our industry, even despite fear of arecession.
Perhaps the year ahead is being greeted in this way because of all we've
been through and all we’ve learned from it, or more likely from a desire to
get back to life before the word “pandemic” even entered our vocabulary.

What this year has taught us, above all, is that we must keep moving
forward, activating long-term plans, and looking past today to ensure a
productive future.

For Kubota, we’ve been busy doing just that by significantly expanding
our infrastructure. This year alone, we’ve announced commitments of more
than $320 million to our U.S. facilities. In fact, we recently celebrated the
opening of our new North America R&D facility in Gainesville, Georgia, in Todd Stucke
addition to announcing plans to expand manufacturing capacity in the state. Sr. VP Marketing, Product Support
What this means for the landscape industry is more Kubota turf products &Strategic Projects, Kubota

. . . Tractor Corporation

are being produced here in the U.S. than ever before. Kubota commercial Vice President, Sales & Marketing,
and residential turf equipment is proudly “Georgia Made,” with more to Kubota North America
come in the year ahead.

We knowyou can’t do your job without quick access to the right equipment
attheright time. And we’ve heard from you that even despite the challenges, Ona
like h‘igh ene:rgy prices, lack of quality labor, and supply chain issues, you positive note,
are still growing. The better we can respond to your needs, the better chance

you have of keeping your customers happy and your business growing. o
That is whywe are also diversifying our productlines — introducing more
stand-on mowers and walk behinds, more powerful zero-turn mowers; o

and more versatile utility vehicles and landscape construction equipment
to carry your crew and your tools. Our product development and one-stop said they turned
shop equipment offerings are in direct response to your specific needs, -
working with our dealer and landscape partners, and then backed by the a pl“Oflt compared
best dealer service and support. to 79% in last
And that’s just what we’re doing today. For tomorrow, we are working year"s Peport.
to harness new technologies and innovation in our R&D facilities that will
someday soon provide even more solutions to not only make your jobs
better and more productive, but also to lessen our collective impact on the
environment and create a better future for us all.
With that, let’s use this time to review the year’s learnings, renew our sense
of optimism, and recommit to where we want to be in 2023. Together, let’s
put a plan in motion for a prosperous year ahead.

Best Wishes,

Tedld Stucke
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In which state/
province Is
your company
location?

© New England
(CT, MA, ME, NH, RI, VT) 7%

©® Middle Atlantic
(NJ, NY, PA) 14%

Widwest
@ East North Central
(IL, IN, M1, OH, WI) 19%

©® West North Central
(1A, KS, MN, MO, NE, ND, SD) 8%

Soutte

South Atlantic
(DC, DE, FL, GA, MD, NC, PR/VI, SC, VA, WV)............ 24%
East South Central
(AL, KY, MS, TN) 4%
West South Central
(AR, LA, OK, TX) 5%
Surve West
Methodology om i
The margin of (AZ:CO,ID,;MT, NM NV, UL WY). oo f e 7%
error for percentages @ Pacific

based on 360 land-

(AK, AS, CA, HI, OR, WA) 8%

scape contractors/
lawn care operators
is £5.1 percentage

points at the 95% Canade

fid level. Not A
oAl ,O ©® Atlantic Canada
all percentages will

equal 100% due to (NB, NL, NS, PE) 1%
rouncing; © Central Canada

(ON, QC) 3%

_ Western Canada (AB, BC, MB, SK) .......c.ccccevrvererurnnns 2%
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INDUSTRY m How confident are you

that your location's
LANDSCAPE MAINTENANCE 83 The average revenue of all respondents. business will grow in
. 8 3 .
————————— revenue in 20222
I, 7
L ] 21% 10%
Somewhat Not at all
confident confident
CHEMICAL APPLICATION o 879
e —————————————————————— The revenue number in the middle where extreme outliers are
e A removed like respondents with extremely high or low revenue.
[
I G
I G0
I 52 ) 48%
I % Very confident
I 46 -_— 21%
I 2o . . Confident
P Approximately what percentage of your location's 2021 gross
revenue came from each of the following services?
LFINDSBIIFE DESIG“/ Landscape and mowing maintenance 40%
CONSTRUCTION mes 68+ Landscape design/construction
I 56 L hemical applicati ¢
—— oo = How confident are you that
c Snow and ice management th ti I land
43'/ Irrigation installation/maintenance/service . ena “:_ma an _scape
_31/ 39% Trees & ornamental industry will grow in overall
I G N i 9
e Holiday lighting || 1% revenue in 2022
Il 5 - 8% 2%
o, ¢ ‘o
I 4x Not at all No answer
confident
IRRIGATION N— 47
I o REVENUE BY REGION

TREES § ORNAMENTAL D 64+

I, 47 :
4 g $1.32M

I 43 25% 20%

I G 7% @ Northeast Somewhat Very confident

I i . SN © Midwest confident

I - ~ $1esM ® South 36%
P West

Confident

OTHER N—— 3,
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BRIAN PAIGE

president, Paige andscape Comparny

his year has been a rebuilding year of sorts for Paige

Landscape Company. As a commercial landscape

and maintenance business, the company did not

see the COVID-era boom in design/build work like

others did. But now it looks like the company is back

to its 2019 numbers and it’s still growing.

“2021 was a good bounce back year from 2020,”

Paige says. “Like a lot of people, we took a big hit in 2020. We
don’t do any residential work where people were working on
their homes and doing outdoor projects. Most of our commercial
clients kept the basics going on their maintenance contracts but
weren’t spending a fon of money on extras.

“We were back to where we were in 2019 and now are expand-
ing the business a little bit further,” he adds. “In 2022, we’re pro-
jected to grow slightly. Our top line number is growing; however,
our margins are a lot tighter with all of the inflation costs.”

Paige says one of the biggest challenges he’s facing right now
is more competition in an already fight market.

“There are alot more companies in the area that used to be
strictly residential and are now getting into the commercial mar-
ket, which obviously gives more competition to us,” he says.

Though Paige adds he isn’t too worried about the competition
as he feels the talent of his employees sets the company apart
from the crowd. This year, the company has about 27 landscape
employees and 56 snow employees on staff.

Walpole, Mass.

”

“To me, it comes down to our employees,
he says. “We all have the same trucks, trail-
ers and mowers for the most part. So really
it comes down fo who are the people
we’re bringing out to these properties to
do the work?”

Recently, Paige says he’s been prioritizing
training for all levels. This emphasis on learn-
ing includes a full training program for new hires
plus weekly fraining events where various topics are reviewed.

And not only is Paige focused on fraining employees but
retaining them, too. That’s why the company started an incentive
program utilizing poker chips that employees can earn and cash
in for a little bonus money.

“These chips have a denomination to them, mostly $5, and if
a crew comes in on or below budget and there’s no issues then
everyone on the crew earns a poker chip for the project,” he
explains.

Higher-value chips worth $100-200 are also given out for
employee referrals.

“If people get compliments from a customer, they can earn
one that way, too,” Paige says. “Through training and plant iden-
tification practices, they can get poker chips as well.

“That program has made it fun for the guys and helps with
retention,” he adds.

How concerned are you about the impact of
each of these issues on your business in the
next three years?

10: VERY CONCERNED - 1: NOT AT ALL CONCERNED

8.6
74 73 7.2
6.7 e.e 6.5
| I 5.6 5.6 5.6

© High fuel prices
® Quality labor shortage
® Economic recession
© Supply chain issues
© High health insurance costs
High workers' compensation costs
© High fertilizer prices
Personal life stress
® Customers cutting back/cancelling services
® Lower margins on work

In the past 3 years,
have you been
approached about
selling your business?

43% JOHN LANE FEELS LIKE mask-
ing and social distancing have

all gone by the wayside, but
the fallout from COVID-19 is sfill

w lingering on the workforce.
“If | could have three or four
more people who want to be
55% technicians, | could’ve kept
them all busy,” says Lane, who
runs Castle Rock Sprinkler Ser-

vice in Colorado. “But | just can’t
find them.”

| noanswer:1% |
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JOHN LANE

ouner, Castle Rock Sprinkler Sewdce

Denvenr, Colo.

Lane believes COVID led to a
workforce that’s not interested
in working outside all day long.
At one point, his company,
which does mostly irrigation
but some lawn maintenance,
offered a $30-per-hour pay
and a signing bonus but still
couldn’t get his phone fo ring.
Others who do call will sched-
ule an interview buft refuse to
show up.

“It’s unbelievable how people
look at work,” Lane says, adding
that even still, his company has
nine employees and earns $1
million. “That’s going to be the
lasting legacy of COVID is how it
changed our society.”

Worst of all, he’s had people
say they’re experienced who
don’t have any experience at all.
Lane says he’s combated this
by offering $250 in cash to have
them ride with him to a jobsite,
which helps him feel good about
an employee (or weed out those
who won’t work out) quickly.

He fook one employee out in
the field with him who claimed
to have lots of experience. Lane
says he and the employee were
manually opening valves and

going through zones when

all of the sudden, Lane heard
swearing. The employee
prospect had stepped inside
avalve box and crushed
something inside. At the end of
the day — and after repairs to
the system - the employee told
Lane he didn’t want to accept
the $250.

“| cost you more than | was
worth,” Lane recalls the em-
ployee saying. But he told the
man that he saw things he did
like, too. He still paid him, even
though he never heard from
that prospect again.

“I'm not a guy to pile
on,” Lane says. “Isn’t there
enough piling on already?
We're building a business

with respectful values.”

At this point, he also ac-
knowledges that he can’t just
find someone with a bunch
of irrigation experience right
out of the gate. He’s prepared
to do some training. He’s just
looking for people with me-
chanical ability and starting
them out as helpers fo fravel
with experienced technicians.
Over the season, they could
start earning more responsi-
bility.

“At this point, the thought
of finding an experienced tech-
nician —they’re just not out
there,” Lane says. “Nobody in
Denver woke up this morning
and said they want to be a
sprinkler guy.”

Surprise, Ariz.
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LESTER ANDERS

president & swner, Natwre s Link, Ine.

Bloomington, Ind.

2022 HAS BEEN SMOOTH SAILING FOR NATURE’S LINK, and
Anders says he feels like bright days are sfill ahead. At least for now.
#2021 was very good. We had about 35% growth,” he says. “This
year | expect to beat that by another 20% or so. The last
two years have been very good, but that being said,
we are always cautiously opfimistic.”
Anders says the best part of the last few years
has been an increase in high-value work for the
company.
“The sheer size of our commercial projects
going on has been a highlight for us,” he says. “An
average project five to 10 years ago was a lot smalll-
er and around $30,000-$50,000. And now over the
past couple of years, the projects are closer to $200,000-
$300,000... and we had one recently for $1.2 million.”
While he hopes this trend will continue, Anders says he is con-
cerned about rising interest rates.

Stockbridge, Ga.

“m afraid that once the rates go up that (i’s) going fo start going
in the other direction,” he says.

Anders recalls during the last housing crunch, professors in the
college town he services were moving out of the city and there was a
halt on major projects.

“When banks stopped loaning money, there was almost no new
construction at all,” he says. “All commercial work was impacted.

We had to change gears pretty quickly and do a whole lot of little
projects. That was pretty rough, and that’s where my head goes as
far as 2023.”

In the meantime, Anders says his biggest challenge, like most
everyone’s, is labor.

“Most of my guys have been here 15, 18 or 20 years,” he says. “We
treat them very well. We offer retirement, insurance, we keep drinks

and snhacks there for them. So, we’re lucky our core group has been

here along, long time. But frying to find those younger ones to
come in and work is kind of a difficult thing.”
And with labor rates up substantially, Anders says it only
makes it more difficult.
To compensate for having less staff, Anders says he’s been
trying to have crews work smarter and not harder.
“We try to run as much equipment as we possibly can,” he
says. “Machinery has been replacing a third guy on crews. Since my
guys are also getting older and older, I'm trying to make things less
physical for them.

“If the labor isn’t going to come here, you've got to be able to work

more efficiently,” Anders adds.

KATHY WHERTON

ouner, Rathy s Conner

Vashon Island, Wa.

LABOR HAS BECOME A TOTAL “MONSTER” for
Kathy Wheaton, who believes the cost of living has
priced possible employees off her island.

Usually, Wheaton says she’s able to comfortably hire
employees across the team’s three departments. Over
half the work they do is landscape maintenance and
design/build, but they’re also a retail garden center and
grower. A lack of affordable housing has made it
so they’ve struggled fo just getf three teams
(her 14 employees and landscaping supervi-
sor) out in the field.

“(Vashon Island) has become a rich
man’s paradise, and that’s great, but at
the same time, lots and lots of jobs and
work are stymied because there’s nowhere
for people to live,” Wheaton says.

Wheaton says people sold off some of their
houses or turned their second houses info a summer
home or Airbnb, which eliminated rental possibilities
for low-income earners. Wheaton says rentals went
from an average cost of $800 per month to somewhere
between $2,500 and $3,000.

And for those not living on the island, commuting
became a logistical nightmare. Those employees have
to arrive by ferry boat - Wheaton says she’s always
paid ferry fees for five of her employees. But those boats
started eliminating departure times during COVID as
they dealt with their own staffing shortages.

“llost one guy who had been here for 15 years,” she
says. “Those kind of things are painful because not only
are you losing labor, but you're losing skilled labor.”

Wheaton says she built a house with her husband
and had seven children, plus hosted their mother in
part of it. It’s set up for people to live in there, and four
employees have for years, but “that’s just a drop in
the bucket,” Wheaton says. Because not only is labor
scarce, but business is booming. Her employees are alll
working seven days a week.

Wheaton herself says she’s only missed two
days in the last three years, and both of those
were for doctors appointments. Her field
workers have one day off every fifth week
and often work 12-hour shifts.
“You know how crazy our industry has
been,” Wheaton says. “We’re doing a
300% increase in business with 50% of the
staff we used to have.
“Everybody has stepped up and has given
me 150%,” Wheaton adds. “Everybody knows that
they’ve just got to do more with less time, and they
have.”

Wheaton says her company’s been in business since
1971 and has seen hundreds of changes over the years,
but this particular labor crisis is one she can’t figure out
how to solve.

“We’re looking forward to December and January,
so that we can work five days instead of seven for
maybe a month. We don’t know what to do. It’s really
a serious, serious problem,” Wheaton says. “I think, as
an industry, our most serious problem is in fact labor. If
we can’t find a way to solve the (Iabor) situation, I think
we’re allin frouble.”

Do you
anticipate
your location’s
business
will be sold
in the next 10
years?

4%

28% 7%

vo.

Yes

What was your location’s fastest growing service for revenue in 20212

4 & B

£

29%

23%

14%

Landscape Design/ Lawn
maintenance build care
(mowing, services
edging/trimming,
pruning)

N » oo
« QA
e N/ e A S
RS <& 8
-
Show Irrigation Tree and Waterscapes/
andice installation/ ornamental fountains
management maintenance/ installation/
service care

1%

Landscape
lighting

other: 6% | none: 8% | no answer: 4%
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Story by
Kim Lux and Jimmy Miller

lllustration by
Michael Crampton

BUSINESS MIGHT BE BOOMING
FOR MOST COMPANIES, but
that doesn’t mean green indus-
try companies aren’t contend-
ing several challenges that are
impacting their bottom lines.
One common issue is supply
chain disruptions.

Since early onin the
COVID-19 pandemic, it seems
like materials and equipment
for all segments of the
industry have been in shonrt
supply.

“There’s been a labor and
matenrial shortage, which for
us has been a big imponrtant
thing — especially maternials,”
says Ken Coggins, manager of
Garden Design Landscaping in
Farmeprs Branch, Texas. “It’s
carried on into 2022 but | think
we’re going to see some let up
in 2023.”

Hank Parkenr, president of
Bay Landscaping of Mobile,
Alabama, says these supply
chain issues coupled with fuel
costs and other increases has
made it harder to stay undenr

budget.
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DEALING WITH DELAYS

“Most of the supply chain stuff we’ve dealt
with is trying to get trucks and mowers,”
Parker says. “We're starting to feel a pinch
in our fleet.”

Fortunately for Bay Landscaping, Parker
says the company upgraded its mower fleet
last season. But they are still short on spare
mowers in case of breakdowns.

“Right now, I think all four of our back-
ups are all broke and waiting on parts. If
nothing else breaks until those parts come
in, we'llbe good. We're getting by,” he says.

Parker adds that just like the mowers
themselves, replacement parts for repairs
are taking significantly longer to get in as
well.

“We can’t seem to get parts in that have
always been readily available. They might
take two or three weeks where it used to
only take a day,” he says.

Matt Singer, owner of John’s Home and
Yard Service, based in Billings, Montana,
says he’s happy that supply chain issues
aren’t as bad this year compared to last.

“Sometimes we've had some supply
chain issues still whether it’s landscaping
or sprinkler supplies, but for the most part
thisyear has been far better than last year,”
he says.

“Last year PVC pipe for sprinklers was
impossible to get,” Singer recalls. “So, when
the pipe ran out here in Billings, I sent three
trucks out to Wyoming and bought every
piece of pipe I could and brought it back.”

Parker, too, is relieved that irrigation
supplies are more readily available this
year, but notes the price is still way up for it.

“The supply is there for now, but the cost
isin some instances double what it was two
years ago,” he says. “Any of that stuffis just
through the roof.”

Machine delays have been the biggest
headache for Singer.

“If I want a new lawn mower or mini
loader, it's months, or some will say even
ayear out, on a lot of things,” he says. “It’s
the same with trucks as well.”

Coggins, who notes Garden Design
works on alot of new construction projects,
says a shortage of plant materials has made
things difficult.

“We had a crash several years ago and a

Supply chain shortages have caused green
industry businesses, and their customers, to
pivot from their original plans.

lot of nurseries went out of business. And it takes along time to build up a family nursery.
I think we're seeing a little of that still, but a lot of the bigger nurseries have expanded.
And some other people have started to get into it,” he says.

“But the lead time on growing stuff is pretty long — especially for trees. So, we have
seen a shortage of trees and bigger ornamentals. We expect to continue to see that in
some areas.”

But all of these supply chain disruptions haven’t put a damper on business.

“Things have stayed fairly steady in our markets, though we’ve topped out in what we
can do,” Coggins says. “But there’s still plenty of work out there we could get but we're
limited on supplies, labor and what not.”

SQUIRRELING AWAY FOR A RAINY DAY
With machines and parts taking longer to get in, companies are making sure they have
plenty of inventory reserved for the unexpected.

“We keep a stockpile of everything now,” Parker says. “We never really did that before.
But we're trying to order enough. If we need two of something, we’'ll order four. And then
when we use the third one, we'll already be ordering a few more.”

Singer notes keeping an ear to the ground and communicating with fellow businesses
is the best way to see potential supply chain disruptions coming.

“I'm stocking a larger inventory on different things we're worried about than T have in
the past,” he says. “If [hear any sort of rumor on a supply that might be running low, then
Ifillup and make sure I have enough for the rest of the year or even part of nextyear onit.”

These holdups are also causing mechanics to be at the top of their game and get repairs
done faster than ever before.

S18 OCTOBER 2022 - LAWNANDLANDSCAPE.COM

ILLUSTRATION ART ELEMENTS: ADOBE STOCK

“This year we’ve been repairing stuff way
faster than normal and trying to keep the
machines up and running,” Singer says, “just
because the timeline for machinesis out so far
that it doesn’t even make sense to buy them.
By the time I buy them, the summer is over. I
have to be buying things now and thinking of
next year.”

Singer adds he is already looking ahead to
nextyear and just purchased four new aerators
for the springtime because suppliers told him
they'd be at least six months out.

When it comes to some supplies, like stone
or plant material, Singer says they've been
trying to replace out of stock items with dif-
ferent options.

“We're trying to find alternatives and sub-
stitutes for some supplies, but sometimes you
just can’t do that,” he says.

SECURING TRUSTED PARTNERS
Having great vendors to work with has been a
gamechanger in handling these supply chain
shortages, Coggins says.

“WE KEEP A STOCKPILE OF
EVERYTHING NOW. WE NEVER
REALLY DID THAT BEFORE. BUT
WE'RE TRYING TO ORDER ENOUGH. IF
WE NEED TWO OF SOMETHING, WE'LL
ORDER FOUR. AND THEN WHEN WE
USE THE THIRD ONE, WE'LL ALREADY
BE ORDERING A FEW MORE.

— HANK PARKER, PRESIDENT, BAY LANDSCAPING

1

When asked how
concerned landscapers
are about an issue,

DIFFICULTV
RAISING
PRICES

only scored a 5.2 on
a scale of 8-10. Only
25% ranked it 8-10,
with 10 being very
concerned.

Coggins says the company has made it a pri-
orityin recentyears to foster relationships with
the nurseries theyreceive their materials from.

“Several years ago, we started building plant
pipelines, so we have a pretty good depth of
vendors and they've helped sustain us through
this period,” he says. “We're looking for a good
quality plant at a decent price. It doesn’t have
to be the lowest; we understand they've got to
make money.”

Coggins adds his favorite vendors to work
with are the ones where Garden Design s their
sole client, or at least one of very few.

“In Louisiana there’s a vendor we work
with, and they grow primarily all we need to
use. They may ship a truck a day to us, and
they pick up a check every week. They don’t
have to worry about a big overhead then; they
just have to worry about growing plants and
shipping them,” he says.

“So, we worked with them to develop that
pipeline and it works well for them and works
well for us... they can sell everything that they
grow to us, and it just works well that way.”

LAWNANDLANDSCAPE.COM + OCTOBER 2022 S19
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What does your location
charge, on average, per
hour for labor for each of the
following services?

2022
$98.60

Snow and ice management

$88.20

Landscape design/construction

$87.10

Trees & ornamental

$86.90

Irrigation

$78.30

Lawn care/chemical application

$68.10

Landscape maintenance

2021
N/R*

Snow and Ice management

$73.30

Irrigation

$73.10

Landscape design/construction

$69.70

Trees & ornamental

$66.20

Lawn care/chemical application

$59.20

Landscape maintenance

*Note: In 202], the number of respondents
for snow and ice management was not
enough fo calculate a valid result.

Securing these loyal relationships with vendors has paid off for the company.

“It's not about going out and shopping for plants; it's about going out and developing a
relationship with a vendor that would be able to supply you long-term even in the event
of a shortage or adownturn or even high demand,” Coggins says. “And that’s proven true
for us. We haven't had the shortages like we've had in the past.”

COMMISERATING WITH CUSTOMERS

Despite all of the disruptions in the supply chain, Parker says it hasn’t impacted custom-
ers yet as things have stayed on schedule and no routes have had to change due to less
equipment being readily available.

“We’ll find a way to do it,” he says of the work. “Up to this point, we've found ways
around it, but if it continues, I don’t think we’ll be so lucky.”

Coggins says he hasn’t had any problems with customers yet either because they are
experiencing the same troubles.

“Our customers are in the construction business, so they understand prices are volatile,
labor is short, and a lot of the projects we're on are being delayed,” he says. “People are
off six, eight months or even a year from the start of their schedule.”

Singer says he feels it comes down to the individual — but most have been empathetic.

“Most customers are pretty understanding because it’s affecting all their lives in some
fashion or another,” he says. “When we run into a hiccup, or something gets back out a
month, most are OK with it.”

Singer adds that customers have also been more accommodating to change as these
supply chain issues continue.

“Some are willing to wait until next year when it’s in stock because that’s what they
want, but other people will just swap a type of rock or pick a different size or color of
something,” he says. “It really is up to each individual’s expectations. But overall, I think
people are more willing to listen to a different option than before.”
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State of the Industry

webinar

WEDNESDAY, NOVEMBER 9, 2022 |

NOON ET

Lawn & Landscape Editor Brian Horn will moderate a discussion
with green industry professionals about what has happened

in the industry over the past 12 months and what to expect next

to find out who is on the panel.

year. Visit

- Market trends

* Supply chain

Topics will include:

« Inflation

- Labor

* What’s gone well

+ Thoughts on 2023

SCAN HERE
TO REGISTER
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PASS DOWN THE COST

As prices for materials and labor balloon with inflation, contractors
nationwide are largely solving the issue by passing the costs on to
the customer.

For Jed Sherman, a newcomer to the green industry at First
Landing Lawn & Landscape in Cincinnati, Ohio, that costincrease
hasn’tyetreceived lots of pushback. Sherman started his commer-
cial landscaping company in 2019 and used COVID-19 as a way
of experimenting with how to operate. They did the work largely
on their own to sort out any pain points and learn more about
what manhours it cost to do jobs, mostly at HOAs. Now, he’s up to
five employees and 30 clients, but many of his relationships with
clients are still relatively new - the company is just a few years old.

But Sherman says he also understands what his clients want. He
owns a portfolio of hotels in Cincinnati and nearby Kentucky, and
before entering the green industry, he noticed an annual challenge
was earning alandscaping bid. “Iwas sitting down with one of our
board members one day and I was telling him this gripe, and he
says, ‘You could probably solve that problem,”” Sherman says.

So, as he’s upping the costs on renewals with his fledgling ac-
counts, Sherman says he’s shooting for a 15% increase but settling
somewhere closer to 10%. He may not have the problem of nego-
tiating landscaping bids as a hotel manager, but now Sherman’s
on the other side of the table, justifying raising costs by showing
clients the higher prices he’s paying on materials, fuel and labor.
Avyard of mulch thatrecently cost him $18 now costs $35, and he’s
passing those higher costs down to the client.

“Look, you're going to lose some to pricing, but this really comes
down to the problem that I said we were trying to solve: For most
business owners, we just want the headache to go away,” Sher-
man says. “We just want to know that somebody’s going to show
up each week and take care of the stuff that we want done. If you
can provide that with some communication, you're not going to
lose customers on price, as long as you're not the highest price.”

TOUGH CLIENT CONVERSATIONS

That’s not been the case for John Fitzgerald, the founder and pres-
ident of Landesign Construction and Maintenance in the Bay Area
of California. They’ve been in business for over 30 years, offering
commercial maintenance and service to high-end residential
accounts, plus some work at the many nearby wineries. Fitzger-
ald’s got roughly 125 employees and they earned $11 million in
revenue last year.

Even still, explaining the cost to customers has been a hassle -
Fitzgerald estimates half of his clients push back on increased cost
proposals. Some have even just paid previous invoices and tried
to pass it off like they're not paying the increased costs. He adds
that he hasn’t lost any longtime clients; it’s largely conglomerate
customers running apartment complexes who are trying to squeak
by with lower costs.

But as a company operating in California, where inflationary
pressures are among the most expensive in the nation, long-stand-
ing relationships with clients have not made explaining higher
prices any easier.

ILLUSTRATION: ADOBE STOCK

“Everything has gone up and we're trying to get our customers to understand that we have to go up
8to 10%,” Fitzgerald says, adding that a normal cost increase each year is closer to 3%. “It’s really hard
to get through to the customers what we're going through.”

Out in rural Wyoming, Kolby Nebeker of Cowboy Curbing & Landscape is putting clients on a time
crunch. In the past, he’s given prospects 30 days to accept a bid before the terms of the contract could
change. Now, with how fast material costs are ebbing and flowing, he’s resorted to giving them just seven
days before he tells them he may need to reevaluate the costs and send over a new bid.

Nebeker, who primarily does design/build work, has also offered more job installments in phases
than in the past. So, clients can order one part of the whole project, and if they like the progress that’s
being made, they can continue to double down on it with another job later.

“We haven’tbeen able to meet everybody’s budget, butI don’t think it's been a shock,” Nebeker says.
“Most people are dealing with the inflation so they're understanding that material costs are going up,
but it does make it harder to get certain jobs.”

DRIVING UP THE PRICE

Nebeker says he’s seen some materials double or nearly triple in cost over the last year, which means
he’s been bulk ordering to try and lock in one price point and save the amount of trips he’s taking to
his closest supplier.

Out in Western Wyoming, Nebeker says it takes roughly an hour to commute just about anywhere.
Fuel has been a major pain point, one that’s called for careful attention to routing details. Now, when
he goes to pick up plant materials for example, he’ll line up two or three jobs on the route there, even
when the day’s schedule is already tight.

“We've had to group some stuff together so we can do less trips,” Nebeker says.

In Cincinnati, fuel prices also jumped this summer, but Sherman says his company didn’t add any
fuel surcharges, even when gas hovered around $5 a gallon. He’s been fortunate as a bootstrap start-
up to operate without much overhead, so he leaned on employees he already had from other jobs to
absorb extra work for the company. His net profit margin in 2021 was around 30%, and this year, it'll

still be closer to 20%.
Still, Sherman says he’s seen the pinch elsewhere - wage inflation. Last year alone,
starting pay jumped from $13 an hour to $17, and that was hard to absorb. Sherman e — —
. . . . . . . ’
says he’s used to pivoting quickly like he does in the hotel industry, where the price R
of rooms can change several times a week or even a day without a problem. \N\’O\ CE _———

And even at bigger companies in his area, Sherman says he’s noticed the labor
pinch. In his own HOA where he lives, a landscaping company takes care of the
property. Now, instead of four of their own employees, Sherman says they’re sub-
contracting two other employees to do the jobs.

“Iknow that they're feeling it somewhere,” Sherman says. “You can just kind
of feel it in the service delivery.”

Fitzgerald has of course dealt with high gas prices out in California, though
he’s managed that by adding $20-$30 in increased gas charges on mostaccounts
during renewal season.

Plenty of materials like PVC pipes and fittings cost more now than they did
before, Fitzgerald says, but one major cost his company will need to swallow
in the coming years is on battery-powered equipment. California recently
passed a bill that would phase out sales for gas-powered equipment by

2024, meaning Fitzgerald - who already equips 15% of his com- -
pany with electric equipment - will need to adjust quickly to —
e

the new mandate.
Of course, that equipment’s not cheap. Fitzgerald
says he’s already noticed prices balloon for that
equipment as 2024 inches closer.
That’s putting a huge burden on us to figure out what
to buy in the next two years,” Fitzgerald says. “It’s going to
be really hard to recoup that.” &L
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