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gain in profit vs. the ex-
pense. That’s a much better 
indicator of how much you 
should spend. My concern 
with both advertising and 
professional fees is that the 
recent overload of economic 
bad news will cause garden 
centers to cut back on these 
line items when it would 
be in their best interest to 
actually increase spending. 
It is possible to grab more 
market share during tough 
times, and you probably 
need help to do it.

Wages Paid Are Just 
Part Of The Total

As we identify this area 
in The Group Chart of 
Accounts, wage & wage 
benefits (W&WB) are a very compre-
hensive section tied to the amount of 
wages paid for both owners and staff. Yes, 
owner’s salaries at a fair and reasonable 
rate for your region and size garden cen-
ter are included in W&WB. Controlling 
salaries has a huge effect on the employee 
benefits paid, including both health and 
worker’s compensation insurance, payroll 
processing, pension contributions, payroll 
taxes, training and uniforms. The impor-
tant point here is that you account for all 
of these in the area of W&WB and that 
you and your staff understand the effect 
managing total hours worked will have 
on benefits and this percentage. 

Wage & wage benefits have become a 
primary focus of many of my consulting 
visits the past two years. As more and 
more centers have gained at least major-
ity control over COGS, W&WB have 
come into our sights as the second larg-
est area of possible improvement. The 
emphasis here has to be that improve-
ment as a percentage of revenues does 
not have to mean a lowering of the pay 
scale. Instead, efficiencies in all we do 
will lead to that the net effect desired. 
In many centers, voluntary reduction 
in hours or positions vacated due to at-
trition remaining unfilled account for a 
reduction in W&WB percentage.

Payroll budgeting is the name of the 
game here. You have to be especially 
proactive in this area to make the end 

result meet your goals. The spreadsheet 
I use with clients involves setting a goal 
percentage for W&WB, budgeting for the 
entire year, and then overwriting budget 
with actual as it occurs. In this way, the 
year-end result is always evident up to and 
including the final week. If you need to 
make changes to reach your goal, you find 
out now instead of waiting until the year is 
completed and you accept what occurred 
instead of directing the end result.

Let’s Talk Real Results
OK, enough of the discussion and theo-

ries behind what makes good numbers, and 
in the end, profit. The Sales Groups in The 
Garden Center Group’s 2007 P&L Study 
turned in the performance in the areas of 
Operating Expenses and Wage & Wage 
Benefits, seen in the chart on page 40.

There appears to be an economy of 
scale for both OE and W&WB. As rev-
enues increased, both dropped as a per-
centage. Happenstance or better manage-
ment? I tend to believe the latter, since as 
centers grow, their ability to manage the 
numbers can increase. 

The regional groups showed – guess 
what? – regional differences! The 
Mountains West reported the lowest OE 
at 16.1 percent, while the South came 
in the highest at 24.8 percent. With the 
price of fuel, I would have thought 
it would be the other way around. 
There was not one line item that 

figured prominently in the 
difference between the two 
regions, just very small per-
centages (0.1-0.2 percent) 
on almost all lines. Again, 
if you want to improve in 
OE, you manage every line 
for total big gains. The 8.7 
percent difference between 
these two regions is huge.

Wage & Wage Benefits 
showed the same regional 
diversity. The low region 
was the MidAtlantic at 26.9 
percent while the Midwest 
topped all regions at 31.6 
percent. Reasons in this 
area of the P&L could be all 
over the board, but could 
be topped by cost of liv-
ing, market expectations 
and benefits offered. Both 

regional areas appear to have similar 
demographics, however. In both OE and 
W&WB, I believe individual management 
is a large determining factor in how a gar-
den center performs. Again, it’s not what 
you pay for OE and W&WB; it’s how ef-
ficient those expense dollars are.

So far we’ve navigated through the 
P&L Statement in revenues and the three 
expense areas of Cost of Goods Sold, 
Operating Expenses and Wage & Wage 
Benefits. What does your scorecard say so 
far? Are you on par to be in the 10 per-
cent and above Profitability group – our 
Best Practices group? If not, which area is 
your best performer? Which area of the 
P&L needs the most improvement? 

Next month we will visit some key 
performance indicators that contribute 
to your overall garden center financial 
performance, including margin percent-
age, inventory turns and margin dollars 
per labor hour. Get Excel fired up – we’re 
heading for the Profit Zone! � TGC

Steve Bailey is the Financial Analysis Consultant for The 
Garden Center Group, a business resource alliance of 
100- plus independently owned U.S. and Canadian 
garden centers. See www.thegardencentergroup.com 
or call 410-313-8067 for more information..
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