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APPLICATION FOR MEMBERSHIP
Louisiana Association of Nurserymen

Why Join LAN?

*LAN cxpresses the collective voice of the Green
Industry in Louisiana. LAN members sit on
the Horticulture Commission and lobby for
legislation that affects nurserymen.

*LAN promotes professionalism through a Certi-
fied Nurseryman training manual and test-
ing program.

*LAN sponsors scholarships for horticulture stu-
dents in universities across Louisiana.
*LAN supports research on topics important to
nurserymen. One LAN grant recently sup-
ported a comprehensive study of Green Laws.
This study will assist Louisiana communities

in passing their own Green Laws.

*LLAN schedules an annnual short course jointly
with the Mississippi Association of Nursery-
men. This event, recently joined by the
Louisiana chapter of the American Society of
Landscape Architects, draws more than 900
participants and more than 100 exhibitors.
The course meets alternately in Jackson,
Mississippi and Baton Rouge, usually on the

second weekend in January.

*LAN is subdivided into nursery regions (c.g., the
Central Louisiana Association of Nursery-
men, the Northewest Louisiana Association
of Nurscrymen). Through these groups and
through the annual short course, you'll meet
others in the Green Industry. You'll get
ideas, find suppliers or buyers, and meeta lot
of enjoyable, dedicated people.

*LAN is a participating member of the huge TAN-
MISSLARK trade show, which meets annu-
ally during the summer. It is the world's
largest nursery show, and provides you with
access to almost any nursery product imag-
ineable.

*LAN members receive this magazine, plus supple-
mentary mailouts from LAN secretary Dr.
Warren Mecadows.

*LAN offers members special services, such as train-
ing tapes for those secking to comply with
OSHA hazard communication standards (see
page 6 of this issuc).

To: Officers and Members, Louisiana Associa-
tion of Nurserymen

I hereby apply for membership in the Louisiana
Assodation of Nurserymen, subject to the approval
of your membership committee. I agree that the
decision of the membership committee is final.

Should I wish to cancel my membership at any
time in the future, I agree that I must do so in
writing to the secretary no later than the last day of
December of the current fiscal year. Failing to do
this, I acknowledge my liability to LAN for the
current year's dues.

Firm Name

Affiliation

Address _
City State Zip

Telephone ( ) Date

Applicant’s Signature

3 Regular Membership

(growers, retailers, landscapers, etc. Dues are based on gross
sales: <$100,000, $35; $100,000-$250,00,$50;
>$250,000, $100))

0 Associate Membership

g':lsi for outofstate nurseries, chemical and hard goods sup-
iers

Make check payable to the Louisiana
Association oFNurse men and mailto:
Dr. Warren Meadows

4560 Essen Lane

Baton Rouge, LA 70809
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q FROM THE EDITOR _

ith thisissue, Louisiana’s
W Nurserymen grows in
both size and reader-
ship. To continue the bond
between LAN and the Louisi-
ana chapter of the American
Society of Landscape Archi-
tects, this magazine now
reaches all Louisiana licensed
landscape architects.
If you are one of these 200
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i With Plants From Us

When Quality Counts

new readers, welcome, and
please consider promoting the
Green Industry further by
becoming an active member
of LAN (scc application,
opposite page).

Readers who have been with
us through past issues will
notice our first color cover,
and an expanded number of
pages. Inthisissueyou’ll read
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about the latest challenge to
nursery owners: the OSHA
hazard communication stan-
dards.

While some will view these
standards as yet another gov-
ernment-imposed stick in their
spokes, benefits cited by
OSHA are hard to quibble
with. OSHA fact sheet 87-25
says that the hazard commu-
nication program will affect
workers’ safety habits such
that, after 20 years, some
8,200 annual cases of cancer
and 4,100 annual deaths will
be averted.

“The cumulative total for
40 years would be 286,000
cases and 143,000 work-re-
lated cancer deaths averted,”
the OSHA document says.

Whether you believe that or
not, to paraphrase a popular
bumper sticker slogan: It’s
not just a good idea, it’s the
law. And to dredge up yet
another snappy saying apro-
pos the OSHA regulations:
Cooperation means doing
with a smile what you have to
do anyway.

For more information on
the hazard communcation
standards, see our cover story
on page 6.

Lovisiana's Nurserymen

is the official .
ublication of the
ouisiana Associati:

of Nurserymen, Inc.

Ccrrespondence an

advertising inquirie

may be dlrected to:

Mike Mqher, Editor
Lovisiana's Nurserymen
Box 40024 :

Lafayette, LA 70504

On the cover, John Labbe of Broussard's Greenhouses,
Lafayette, models the latest in spray aftire and warning signs



Working for Protits

The Profit Eaters

by Warren Purdy

It has been the nature and history
of the contracting business over the
years to be living through either
feast or famine. As a general rule,
when the economy expands or
contracts, so goes the construction
industry, except that the pulsations
are much more severe. One day the
contractor is driving a big Cadillac
and cating filet mignon; the next
day he’s in a borrowed run-down
Volkswagen and eating hamburg-
ers.

There doesn’t appear to be any
lasting stability in the industry! Let
us ask ourselves why the construc-
tion industry, and more specifically
the landscape contracting industry,
hasbeen plagued with thisdilemma.

I believe that the clue which per-
sistently keeps cropping up in this
casc is the word volume. Volume
operations usually produce good
amounts of dollar profits, not per-

centage of sales profits—and the
contractor is lulled into a sense of
cuphoria which completely dulls his
perspective and ability to thinkabout
and analyze his situation.

“Have you heard the one about
the landscape contractor who was
planting 100 large trees per day and
admitted losing $2.00 per tree, but
just knew he would make it up on
the volume?!”

Hides the facts

Seriously, though, volume is
probably the most dangerous con-
cept used in the business world
today, because it tends to hide from
view the facts behind your profit
and loss statements and where your
profits are really being produced or
lost.

I am sure that everyone in the
contracting business who estimates
a particular project, whether large

or small, adds a factor for overhead
and profit to the final cost figure—
say, for example only, 20% mini-
mum. In a high volume opcration,
he usually makes money, but not
necessarily the percentage of mark-
up that he placed on the proposal.
It is almost always much less!
Conversely, when he is in a low-
volume market using the same per-
centage of mark-up, he will most
often lose money. Most people
would naturally assume that the firm
was not adding enough overhead
and profit percentage to the pro-
posals in this case. In most occur-
rences, this simply is not true.
Further, the landscape contractor
never bids his work, or shouldn’t on
a low-volume margin of gross profit
(such as six percent for a supermar-
ket), which would generally pro-
duce a two percent net profit if he
were lucky. Then you ask, “what is
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the reason for making less than
expected in a good volume market
and losing in a low-volume mar-
ket?”

Direct costs excluded

My answer to this perplexing
problem is that you are not includ-
ing all of your direct costs in the bid
proposal. The direct costs left out
are due in part or in whole to an
improperly classified chart of ac-
counts, which in turn creates an
improperly classified statement of
profitand loss. The statement does
not point out certain direct fixed
costs, or what I refer to as produc-
tion costs.

Most accountants do not treat
the contracting business any differ-
ently than the manufacturing or
retailing business, and therefore have
operating costs and overhead ex-
penses hopelessly intermingled. It
does happen to make a large differ-
ence in the contracting business, as
I will now point out.

What are production costs? I

Working for Profits

Management
Consulting for
the Green
Industry

*Seminars

Speaking Engagements

sIndividual Business Con-
sultations

*Team Member Manual

«Incentive Plans

Sample Contracts

Computer Software

For further information
write or call:

THE WARREN F. PURDY
COMPANY

2357 S. Gessner, Suite 209
Houston, Texas 77063
(713) 780-4857

have named the hidden costs (The
Profit Eaters) production costs for
the simple reason that they are
numecrous and usually not directly
connected to the three principal bid
items of Labor, Materialsand Equip-
ment, but are absolutely necessary
to the completion of any given
contract.

Production costs consist of many
items called other expenses by the
accounting profession, or overhead
(administrative expenses), such as
yard rent, small tools, uniforms, state
and city licenses, permits, commu-
nications, superinterdent’s salary
and expenses, salesmen’s and esti-
mators’ salaries and expenses, com-
missions and direct advertising.

All of these costs find their way
into the statement of profitand loss,
but in the majority of cases never
into the bid proposal. Thisis true of
99% of the contractors in thisindus-
try, as I have observed it in my
travels throughout the country and
Canada while consulting with
numerous firms.

These costs are not, and should
not, be classified as overhead ex-
penses in the traditional sense of the
word. They are very definitely job-
related and job-dependent in the
contracting business, and therefore
belong in the operating expense
section of the statement of profit
and loss to be deducted from in-
come prior to calculating gross
profit. More important, these pro-
duction costs must be accounted
for and inserted into the bid pro-
posal in some manner. Production
costsshould beincluded in cost plus
agreements as well.

How do we get production costs
into the bid proposal? Very simply.
By adding a percentage to your
labor figures. Using a correctly
categorized statement of profit and
loss, you should be able to deter-
mine a good factor for production
costs. I have seen figures anywhere
from 40 to 85 percent, depending
on what kind of work is performed,
whether large commerecial, residen-
tial or a combination of the two.

The industry average appears to
be around 60 percent. Justadd the
percentage to your labor cost after

you have computed the true cost of
that labor by adding the employees’
vacation, holidays, overtime allow-
ance, payroll taxes and insurance,
and any employee benefits such as
group medical insurance, etc.

This should produce a “cost out
of the gate” of between 2.25 to 2.5
times the employees’ base hourly
rate of pay.

What effect do production
costs have?

Now that we know what produc-
tion costs are and how to compute
them, it is rather simple to see what
effect these costs have on your busi-
ness when left out of the bid pro-
posal process, as is the case as I have
stated earlier. For example: Let us
suppose that a large project is com-
posed of 50% material ($100,000),
37.5% labor ($75,000) and 12.5%

‘equipment ($25,000) for a total

cost (without production costs ) of
$200,000. Further, let’s assume
that you added a minimum gross
profit of 20% (10% overhead and
10% net profit) for a selling price of
$240,000.

How much could you go down
on this bid if you were called in to
negotiate to reccive the contract?
ABSOLUTELY NOTHING. You
have already given away all of your
overhead and part of your direct
costs as you have not included the
40% production costswhich amount
to $30,000 ($75,000 x 40%=
$30,000). The production costs
represent 12.5% of the total bid in
this particular case and yet the opti-
mistic contractor will normally drop
his bid to get the contract. This is
exactly why the contractors take
work low whether it is a high-vol-
ume or low-volume market, as they
do not know their real costs of
doing business.

Long neglected

Production costs, the profit eat-
ers, have been left outand neglected
in the creation of bid proposals for
far too long by many now-deceased
contracting firms. Don’t let the
profit caters get you by the purse
strings. Be professional and know
your production costs!






