POHMER ON...

By Stan Pohmer

Our consumer
is being more
deliberate about
what she is
buying and
why. The key
point is she is
more price
conscious and
less willing to
pay a premium
for convenience

than before.
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THE NEW

| NORMAL

“In a time of caution, insecurity and the ‘never normal,’ shoppers look
to retailers to provide a sense of connection, a sense of intimacy and a
sense of security as never before. It's about building trust every day.”
— Wendy Liebmann, WSL Strategic Retail

t has been a tough year so
far for most retailers. If you
are fortunate enough to
make your sales dollar plan,
you will probably find this
resulted more from higher retail
price points than from increased
customer traffic or moving more
units. There is also a high likeli-
hood that your net margins were
decreased from last year, as you
suffered from higher energy costs,
operating expenses, costs of goods
and inputs, and more competition
for your customers.
While it is no consolation, you
are not alone.

New Challenges

All retailers are suffering from
the same challenges you are facing,
whether they are independents,
specialty stores or mass marketers.
It is all driven by a new consumer
dynamic, a major change in the
way they shop and value things.
Consumer confidence, both cur-
rent views and long-term expecta-
tions, is beginning to erode.
Things looked pretty positive in
the fourth quarter of 2005 and the
first quarter of 2006 (time periods
when lawn and garden products
were not exactly high on con-
sumers’ shopping lists).

Over the past few months, we
have seen some significant
decreases in consumer confidence
levels, and this negativity is evi-
dencing itself in reduced spend-
ing behavior. As oil broaches $80
a barrel and gas prices exceed $3
per gallon, political unrest in the
Middle East increases, the housing
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bubble appears ready to explode
and real wage growth stagnates, it
is no wonder the consumer is justi-
fiably concerned about spending,
especially on non-essential items.

Consumer Cutbacks

Until recently, the typical con-
sumer could be characterized not
as a spendthrift but not exactly as
frugal either. She purchased
designer-label clothing; was will-
ing to purchase new, name-brand
LCD and HDTYV sets; and leased
upgraded cars. Carrying debt was
not a major concern because she
had the confidence there would
be money readily available to pay
for these quasi-luxuries.

But today’s consumer is starting
to cut back. She is moving away
from the top-name brands to the
second and third tier and even no-
name or store brands. She is shop-
ping more at the lower-priced cate-
gory killers and decreasing her
buying at the higher-priced spe-
cialty stores. Despite the fact that
she has to drive further, she is
shopping at the supercenter and
regular supermarket rather than
the more convenient, upscale mar-
ket she used to frequent.

Research shows that no one
major thing is changing her shop-
ping habits and behaviors but a
combination of many small
things. With all of the uncertainty
in her world — internationally,
nationally, locally and economi-
cally — there is a bit of pessimism
creeping into her life that is act-
ing as a subliminal stimulant for
change. She wants to gain some

measure of control wherever she
can; she wants to get her spend-
ing more in line with her reality.

The Changing
Consumer

We are seeing an increasingly
cautious, anxious and calculatingly
price-conscious consumer. We are
also seeing a new, more pragmatic
mindset evolving, one that is
prompting people to focus more
on price and shopping within their
means. With all of the changes she
has experienced in the post 9/11
years, there is an acceptance of
“never normal” that is based on a
sense of caution about what
tomorrow will bring and an under-
standing that she needs to be pre-
pared to change and react to
change in her own life, both self-
imposed and forced upon her.

Real spending dollar expendi-
tures are decreasing, but the actual
number of shopping trips remains
the same. Our consumer is being
more deliberate about what she is
buying and why. The key point is
she is more price conscious and
less willing to pay a premium for
convenience than before.

Over the past 10-15 years, we
saw a trend toward retailer
homogenization, a blurring of
merchandise and brand assort-
ments in different retail segments
(such as discounters and tradition-
al department stores). We also saw
shopper democracy, where con-
sumers of all income levels would
shop across many different retail
channels. In today’s world, we are
seeing a growing trend toward



income/channel stratification,
where consumer income defines
where someone shops.

The numerical data and con-
sumer sentiments appear to be
telling us the free-spending sensi-
bilities that drove our businesses
for the past 10 years or so are run-
ning out of steam. With all con-
sumers and retailers facing the
same challenges, what can you do
to not only survive but thrive?

Learning The
Differences

First and foremost, recognize
there is a distinct difference
between “price conscious” and
“value conscious.” Price implies
direct comparison to products
offered by your competition, while
value is an intangible that tran-
scends price (that is not to say
price is not an important compo-
nent of the value statement of per-
ception, but it is not the only com-
ponent as it is when focused solely
on price). For example, your big
box competition down the street
is probably selling plants and
patio sets and focusing on price
points, while you can be selling
lifestyles, decorating, well being
and enjoyment.

While the big box is competing
on price, can the consumer really
put a comparative price value on
the intangibles you offer as long
as your retail prices are not totally
unrealistic’ How you position and
communicate your value proposi-
tion to consumers to address their
real need for benefits, satisfac-
tion, enjoyment and success can
truly set you apart from your price
competition!

The shopping experience is
becoming an integral part of the
purchase decision...and the
determination on how much is
spent when the consumer is in
your store. This experience — the
store layout, lifestyle vignette dis-
plays, ambience, service and
employees — will help position
and communicate your value
proposition...and help take the
focus off of price while creating
connections and a sense of inti-
macy with your customers, some-
thing the price-focused retailers
cannot replicate.

Next, based on what we are
learning about today’s consumer,
it is becoming increasingly more
difficult to be all things to all peo-
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ple. Now more than ever, it is criti-
cal to know who your customer is
— especially income and age
demographics and “gardening
intelligence” quotients — and
focus your products, programs and
services to meet the specific needs
of this customer.

Developing Trust

Liebmann stated in my open-
ing quote that, “It’s all about
building trust, every day.” You
cannot buy or sell trust; it is some-
thing that has to be earned. Much
like a brand, trust is the end
result of consistent performance
that meets or exceeds expecta-
tions over time. It is not easy to
build a trusting relationship, but
if you are successful at doing so,
the benefits are absolutely awe-
some. Trust breeds loyalty and
loyal customers become your best
ambassadors, communicating
your values to their friends, a
form of advertising you simply
cannot buy. And it is a fact that
customers who trust you and are
loyal to you spend more per visit
and shop more frequently.

So, you are challenged with an
economy that is not necessarily
heading in the right direction
and a consumer who is increasing-
ly skittish about her future — one
who is trying to get her spending
more in line with her reality and
becoming more discerning in
what she buys and where and why
she buys it. You have two choic-
es...focus on price to appeal to
her price consciousness and com-
pete against the boxes, a battle
you have only a small chance of
winning. Or position your image,
programs, products, services and
store experience to a targeted
consumer base where you have
the opportunity to appeal to their
deep-seated needs and build trust
and loyalty through consistent
execution. Remember, focus on
things that are meaningful to
your customer and cannot be easi-
ly replicated by your competition.

It will not be easy to do, but do
you really have a choice if you
want to survive...and thrive? 8¢

Stan Pohmer is president of Pohmer
Consulting Group, Minnetonka, Minn. He
can be reached at spohmer@pohmer-
consulting.com or (952) 545-7943.

DESTROY ALGAE & MOSS FAST!

Before GreenClean

GreenCl&dn

Granular Algaecide

GreenClean kills existing string algae on
contact and keeps your water sparkling clean.

After GreenClean ¥
L2

¢ Non-Hazardous to Live
Plants and Fish

e Adds Oxygen to the Water
* EPA Registered

WeW* TeRRACYTE

Broad Spectrum Algaecide/Fungicide

TerraCyte kills algae, moss,
fungi, and slime mold quickly
on turf grass and landscapes.

Works Great on Walkways and Hard Surfaces!

1.888.273.3088 (toll-free) * www.biosafesystems.com
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At Nexus, We're Giving You
Options On How To
Think Outside The Box

If you are looking for an open roof solution,
one of our three may be just right for you!

The Dual Atrium

We work with our customers to create the optimum environment
for their particular crop or retail selling needs. Let us be part of your
planning team. Call 1-800-228-9639 or visit www.nexuscorp.com
to see more about these exciting open roof solutions.
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