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Shopping for Shoppers

How understanding channels of distribution can help you sell more plants

By
Kip Creel
President, nQuery Research

ven though lawn and garden retail is a mature market with declining growth rates, you
can sell more plants than ever before if you know where to nd the shoppers who will buy them.
Thats why its more important than ever for growers to explore the opportunities and challenges
associated with various channels of distribution.

Horticultural marketing and distribution is evolving to meet the needs of distinct consumer groups.
In order to do so effectively, we must understand how purchase decisions are made. Major factors

in uencing purchasing behavior include whether the purchase is planned and where the purchase
takes place.

Planned vs. Impulse

Planned purchases carry a unique set of standards and expectations beyond price point, while
impulse purchases depend on convenience, availability and price.

Planned or destination purchases dominate independent garden centers and home centers, so
these channels will demand product suited for the destination consumer. On the other hand,
grocery and discount stores cater primarily to an impulse consumer, which holds very different
implications for their product assortment.

Regardless, knowing why consumers choose a particular retail channel is an effective tool for
meeting needs and expectations.

Are your purchases _ _ _
Purchase Behavior According to Type of Retail Outlet

of live plants, owers, Channel Impulse Purchases Planned Purchases Base
. Garden Center 29% 71% 127
shrubs or trees impulse Home Center 23% 7% 70
Discount Stores 55% 45% 80
purchases or planned Grocery 67% 33% 3
Drugstore 50% 50% 2

purchases?

Source: Grapevine Consumer Survey
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Planned purchases are based on selection and quality

For home centers and independent garden centers, selection is the most important factor in
channel preference, followed closely by quality.

Destination consumers in the garden center and home center channels expect the retailer to have
the right product at the right time and at the right price. Destination shoppers also expect more
product selection than impulse shoppers do.

In fact, the number one reason people shop at home centers and garden centers is best selection,
which makes these channels the primary choices for destination shoppers. Their ideal garden



center will have suf cient varieties (breadth) and quantities
(depth) to meet their demand.

Recent research shows that 13% of Home Depot customers
would like to see more varieties of plant material and 44%
wanted Home Depot to offer more unique plant material.

Consumer Suggestions for Home Depot

Suggestions % of Respondents who Agree
More variety 13%
More unique plant material 44%

Take better care of plants/

0,
remove dead plants 14%

Source: Horticultural Marketing & Printing,
April 2004 (Online Survey); N=715

Overall, Home Depot seems to be doinga ne job with
selection, but constant evolution in variety is necessary to keep
the customers coming back.

Quality is another important concern for destination shoppers.
Roughly 15% of plant buyers indicated that this particular
Home Depot needs to take better care of their plants, including
removing dead plants and watering existing plants. If a plant
does not look healthy in the
store, a potential buyer loses
con dence in its ability to
thrive in the garden. This

is a key expectation of a
destination garden center.

Destination channels

such as the independent
garden center and home

' center differentiate
themselves as garden experts. In order to meet the needs of this
channel, growers should highlight unique plant material and
programs that solve the consumer s gardening problems. Color
coordination and design, for example, are two big frustrations
that consumers expressed in recent focus groups.

Most shoppers dont know exactly which plants to buy

when they visit a garden center. Others have a speci ¢

problem they want to solve: low light, sandy soil, etc. They want
a plant that will work in that area. Nevertheless, the occasion
of going to a home center or a garden center is planned, and
this has enormous implications on how the garden center is
merchandised.

Reasons for Choosing Retail Outlets

Impulse buyers emphasize
convenience and price

Unlike destination shoppers, who
focus on selection and quality, impulse
shoppers are attracted by convenient
locations and value pricing. Variety is
not as important to impulse channel consumers, WhICh is good
news to discount and grocery stores that tend to focus more on
price and less on selection. Building and maintaining product
breadth is labor intensive and more expensive than bulk orders
of one product.

Many garden centers face challenges when it comes to offering
suf cient variety to their destination shoppers. Discount
department stores like Wal-Mart once operated as destination
garden centers, attempting to maintain low prices while
providing product breadth. Now Wal-Mart focuses more on
depth because their customers are more concerned with price
than selection.

What this means is that Wal-Mart, a discount department
store, has recognized it is no longer a destination garden center.
Over time, its merchandise assortment will be narrow but deep.
It will focus on the bread and butter items that sell more on
impulse. Similarly, grocery store plant purchases are also driven
by impulse; however, few growers are currently taking advantage
of this channel.

Grocery: The New Frontier?

In the last 10 years, the grocery channel has seen higher growth
rates for retail sales of plant material than any other channel of
distribution. Moreover, grocery stores have the highest numbers
for household penetration and annual visits per household.

As consumers continue to pay more attention to horticultural
products in grocery stores, there will be a huge opportunity to
increase distribution to this channel.

In a recent study by the American Floral Endowment, statistics

show that supermarkets and grocery stores are gaining signi cant

market share in dollars and annual visits for purchasing owers

and foliage. (This study focuses on purchases of cut owers, potted
owering, foliage and bedding/annuals.)

As purchasing plant material in grocery stores becomes more
commonplace, consumer habits will continue to shift toward
this channel, creating a huge growth opportunity for growers
to sell into grocery and supermarkets. There are approximately
1,636 supermarket and grocery companies in the U.S.

Continued on back

Rank Channel Percent Reason 1 Reason 2 Reason 3

#1 Local Garden Center or Nursery 27.8% Best Selection Quality, Reputation Convenient Location
#2 Home Center 21.5% Best Selection Price, Discount Convenient Location
#3 Other Channels 17.2% Best Selection Quality, Reputation Price, Discount
#4 Discount Department Store 16.7% Price/Discount Convenient Location Best Selection
N/A Don t Buy 7.4% N/A N/A N/A

Source: ANLA Grapevine Survey, 1999
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Approximately 1,002 of these companies operating 20,694
units already have a oral or horticulture department.

Regional stores, in particular, are experiencing the most

growth as they strive to differentiate themselves from massive
supermarket chains. Because maintaining horticultural products
requires knowledge of the product as well as a certain skill set

to care for the product in-store, smaller stores are the most
likely candidates for successfully growing their horticultural
departments.

Where Consumers Shop — Household Penetration
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always located at the stores front entrance and is always staffed
by a Whole Foods employee. This tells the consumer that
Whole Foods is proud of its plant material offering and can assist
purchase decisions. As a result, the consumer gains con dence
in the product as well as his or her ability to make the right
purchase decision (with the employees help) and is more likely
to buy plant material from the supermarket.

In the three years spanning 2000-2003, household penetration of
the grocery channel for oral purchases increased 10%. Garden
centers, on the other hand, increased household penetration by
only one percent in the same three-year period.

Source: A.C. Nielsen Homescan, 52 weeks ending December 28, 2002

A successful garden center is always a
collaborative effort between the supplier
and the retailer. Whether the grower
manages quality and merchandising, or
the retailer takes on the responsibility,
someone has to be committed to
maintaining a quality product and
effectively merchandising that product.

Whole Foods, Inc. is a national chain that does a good job of
promoting horticultural products. The oral department is

Channel 1999 2000 2001 2002
Market Share — poliars
Grocery* 100% 100% 100% 100% 35
Mass Merchandise* 95% 94% 93% 92% 30 s Florist
25
Drug* 87% 86% 86% 86% 2 Garden Center
e Home Improvement
Supercenters* 52% 54% 60% 63% 15 m e Discount
Dollar 52% 55% 59% | 62% 0 = Wholesale Club
5 == Supermarket
Warehouse* 50% 49% 50% 52% 0
. 93 94 95 96 97 98 99 00 01 02 03
0, 0, 0, 0,
Contehlz: U 50 AV L Source: AFE Consumer Tracking Study
*Heavy into oral/gardening products
Annual Visits Per Household
Annual visits to
Channel 1999 2000 2001 | 2002 \ Market Share — " oral department
5
-
Grocery 83 78 75 73 30 Florist
A —
Mass Merchandise 26 25 23 22 25 - ~—— Garden Center
Drug 15 15 15 15 DT 77 | "L‘L:;* @ Home Improvement
15 [ | w= Discount
Supercenters 15 17 18 21 10 — Wholesale Club
Dollar 10 10 11 12 5 I - @ Supermarket
T i —
Warehouse 9 10 10 10 93 94 95 96 97 98 99 00 01 02 03
Convenience 13 14 15 14 Source: AFE Consumer Tracking Study

Traditionally, purchases of this type at grocery stores have been
gift- or ddcor-related. As the channel grows, however, we expect
to see more gardening supplies like six-pack ats and other items
meant to be repotted or installed in a garden. Keep in mind,
however, that grocery purchases are dominated by impulse, so
this channel will be most receptive to inexpensive, portable,
well-merchandised products.

In summary, the more you understand consumer behavior,

the more you understand your options for product distribution.
This knowledge will make you better prepared to make smart
decisions that can help grow your operation and sell more plants.
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