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The number of independent florists grew substantially during the 1980s and subsequently reached a peak of over 7,900 in 1992. Economic recession and increasing competition reduced the total during the early and mid 1990s. Following an upturn in numbers during the mid 2000s, there are currently around 7,600 independent retail florist businesses in the UK, for whom the greatest competition comes from supermarkets.
The UK market for cut flowers and pot plants was worth an estimated £2.2 billion in 2007. Sector turnover increased rapidly during the 1980s, particularly after 1986. No real increase in the size of the market occurred during the early 1990s. However, the late 1990s and early to mid 2000s saw periods of significant growth as the economy strengthened, consumers' expenditure on non-essentials and luxuries increased and the market as a whole was boosted by the activities of large retailers such as supermarkets. 
Independent florists have lost market share to supermarket chains, which have increased their share of the cut flower and pot plant market from under 4% by value in the mid 1980s to as much as 65% in 2007. Florists' share of the market fell considerably during this period. Although specialist florists retain the greater part of the market for complex floral products, they have lost out on more basic 'bread and butter' sales. 

Supermarkets are forecast to continue to increase their share of the cut flower and pot plant market over the next few years, albeit at a slower rate than previously. While it is acknowledged that the activities of supermarkets have expanded the market for all retailers, independent florists will be threatened by any attempts which the multiples make in the future to enter the specialist sector. 

Many independent florists belong to flower relay organisations, such as Interflora, Teleflorist or Flowergram. This allows them to send and receive orders to and from customers all over the UK (and even overseas) by way of a central clearing house. An extra charge may be made for delivery, although this may not fully reflect the true costs incurred.
A florist's cut flower sales may divide broadly between 'off the shelf' products and commissioned work. Florists with a reputation for producing high quality work may have many opportunities to 'add value' to flowers, by charging for their creative input.
The floristry trade is characterised by certain peak days, particularly Mothers' Day and St Valentines. It is an unfortunate fact that several of these fall during the winter months, when supplies are low - the supply glut which normally occurs during the summer coincides with a slump in demand for cut flowers.
Sales may be increased by any generic advertising for and promotion of flowers, such as television coverage of the Chelsea Flower Show. Sales may fall if local competition increases, particularly if a nearby supermarket expands its range of floral products.
Cut flowers have a very short shelf life. A florist may regularly have to discount ageing stocks in order to clear them. Many florists continually adjust the price of their stock in order to sell blooms before they age too much and thereby minimise wastage. Other discounts may be made to regular customers, who may also be given free products. Business customers, some of which might be supplied with flowers on a contract basis, may be offered special trade discounts.
Florists may purchase stock from a variety of sources, including primary wholesale markets and mobile van salesmen. Terms vary and may include credit facilities of up to 30 days (and occasionally more). Some florists pay higher purchase prices in exchange for convenience - primary markets appear to be falling from favour with retailers who do not wish to have to 'learn the ropes'.
Gross profit rates in this sector are typically relatively high, reflecting the labour intensive nature of the trade and the vulnerability of cut flowers to spoiling. A typical retail florist might achieve an overall gross profit rate of around 40% or so. Those which do not offer added-value artistic work may achieve less than this, while an upmarket creative florist might achieve somewhat more. A florist's gross profit rate may be affected by a number of other factors, including natural wastage of stock, the use of flowers in promotional displays, the proportion of turnover accounted for by added value sales which involve labour charges and the amount of relay business conducted (flower relay business returns a low gross margin). Many traders estimate that around 15% of all fresh stocks may ultimately be wasted in some way, although a skilled and experienced florist with a strong gift and funeral business may be able to reduce this to below 10%. 
Trade developments

The number of specialist florists in the UK increased considerably during the 1980s, rising from less than 5,000 businesses in 1980 to 7,624 in 1990 (source; ONS Business Monitor and ONS Size Analysis of UK Business). A particularly marked rise in numbers occurred during the second half of the 1980s, as a result of the following:

· an increase in available disposable income (see Statistics: Table 1) 

· technological advances, facilitating flower production and distribution 

· greater consumer interest in interior design and the appearance of the home 

The expansion of the floristry sector worldwide has led to an increase in the number of countries growing flowers for export. Traditional European flower exporters such as the Netherlands have been joined by African and other developing nations, where growers often benefit from far lower labour costs. This has broadened the choice available to retailers and their customers and created opportunities for a number of specialist secondary wholesalers.

After reaching a peak of 7,911 businesses in 1992, the number of specialist florists in the UK fell, to 7,075 in 1995. Following re-organisation of the VAT Trade Codes in 1996, the floristry sector was discontinued from ONS statistics. The Yellow Pages Business Database listed 6,844 florists outlets in the UK in 2002, down from 7,636 in 1996. 

A general decline in the number of specialist flower retailers during the second half of the 1990s and early 2000s occurred as a result of:

· the effects of economic recession during the early 1990s 

· increased competition, particularly from non-specialist outlets 

· the expansion of market share by the major supermarket chains 

To counteract the loss of core sales to non-specialist retailers, some florists diversified into other related areas - such as garden products, ornamental artefacts and giftware.

The mid 2000s saw an apparent increase in the number of florists outlets, reflecting the buoyant market and, possibly, growing consumer demand for luxury floristry products in addition to the everyday items available from supermarkets. The Yellow Pages Business Database, administered since 2003 by data specialists Experian, listed over 7,600 florists outlets in 2007.

The floristry trade has become increasingly affected by changing fashions in floral art, with which modern specialists must remain in touch in order to safeguard their position in the market.

The early and mid 2000s saw the emergence of a positive trend towards consumers buying flowers, particularly bright but simple bunches, on a more regular basis as a means of augmenting their home décor.

In 2005 the flower relay network Interflora demutualised, ending its status as a member-owned company limited by guarantee. Despite members receiving a lump sum or equity windfall pay-out, the move was not without controversy. The minority of former member-owners who had opted for shares instead of a cash payout benefited in 2006 from a further windfall. This arose from an increase in the value of their holding when Interflora UK was sold in 2006 to the American FTD Group. The deal required these florists to sell their stake to FTD. Although it is the best established flower relay scheme in the UK and still a leading player in the market, Interflora faces strong competition both from the supermarket Tesco, which offers free next day delivery on flowers, and from individual consumers who simply search the internet for a suitable florist in the destination area before emailing or telephoning through their order directly.

The growth of the internet has itself had a major impact on the flower retailing sector. More and more consumers order and pay for flowers online, particularly when buying bouquets for occasions like Mothers' Day. Tesco, which has used the internet extensively to develop its flower delivery operation, offers a 5% discount for flowers ordered online.

The full implementation of the Licensing Act in November 2005 saw a new requirement for florists that sell small quantities of alcoholic drink - for example Champagne delivered with a bouquet - to obtain alcohol licences (personal licence and premises licence). It is likely that the majority of independent florists have simply stopped supplying alcoholic drinks rather than incur the considerable cost of obtaining these licences. A report on alcohol licensing conditions produced by the Independent Fees Review Panel in 2007 made a number of recommendations, including the exemption from the licensing regime of shops like florists where very low volume alcohol sales are incidental to the main business.

Turnover trends

The UK market for cut flowers and pot plants expanded considerably during the 1980s, particularly towards the end of the decade (see Statistics: Table 3). According to government statistics (ONS Business Monitor SDA 25), turnover by florists, nurserymen and seedsmen rose from £344 million in 1980 to £725 million in 1986, exceeding £1.2 billion in 1990. Market growth occurred for the following reasons:

· increased disposable income (see Statistics: Table 1) 

· greater interest in interior design, colour co-ordination and presentation 

· a trend towards more ostentatious displays of wealth, particularly through expenditure on non-essentials 

· an increase in the variety and quality of blooms available 

· a rise in the popularity of amateur flower arranging, for which the raw materials (including florists' sundries) are often supplied by a retail florist 

· the rise of 'designer' florists, whose artistic flair and reputation adds considerable value to the price of the flowers alone 

· the entry to the market of large supermarket chains and other non-specialist retailers 

The economic recession of the early 1990s brought an end to a period of rapid sector growth. The flower market remained sluggish and UK consumption of cut flowers (at current farm gate and import prices)saw no growth between 1990 and 1992 (see Statistics: Table 4) while the retail market expanded by less than 5% during this period. Sector turnover was also affected by a glut of supply as many new countries engaged in flower production and over-production led to depressed retail prices.

The cut flower and pot plant market experienced modest growth during the mid 1990s and benefited from an upturn in the economy after 1995. The economy strengthened considerably during the closing years of the 1990s and 2000, with increases in disposable income and consumer confidence benefiting spending on non-essentials such as florals. 

The Flowers & Plants Association (FPA) estimates that the market for cut flowers and indoor pot plants was worth just over £1.5 billion in 1999, with around 75% of this total being accounted for by cut flowers. Sales were hit in 2001 by a weakening economy and the market saw little or no growth. However, 2002 saw growth resume. Market trends and ONS data (ONS Consumer Trends) suggest that UK sales of cut flowers and pot plants had risen to over £1.9 billion by 2002. 2003 saw no real growth, although the strong sales figure achieved in 2002 was sustained.

Growth resumed in 2004 and continued in 2005, with the industry benefiting from a reasonably stable economic climate and continuing buoyant demand. It is estimated that the market for cut flowers and indoor pot plants was worth around £2.2 billion or more in 2007, with over £2 billion of this accounted for by cut flowers. It is, however, possible that strong competition, particularly among the major players like supermarket giant Tesco as they battled for market share, depressed prices during the mid to late 2000s and had something of a negative impact on the value of the market as a whole.

According to Flower Council of Holland data, UK consumers now spend on average around 58 - 60 euros (about £40 or so) per capita per annum on cut flowers and indoor pot plants (see Statistics: Table 2). While this is still considerably lower than in many European countries, non-specialist multiple retailers have expanded the sector considerably by marketing flowers as an everyday commodity and not just as a luxury item. It is likely that increased interest in interior and garden design, stimulated by popular television makeover and DIY programmes, has also boosted demand for flowers and plants. The market may also have benefited from growing demand for decorative touches in offices and workplaces.

Despite significant market growth during the closing years of the 1990s and the mid 2000s, turnover by specialist florists has increasingly been affected by competition from non-specialists and is not thought to have increased in line with the total market.

Market position

Most florists are independent, single outlet businesses, although a few small chains exist in larger cities. Specialist florists provide three main services:

· the sale of cut flowers individually, in bunches and simple bouquets 

· the creation (and sometimes delivery) of artistic floral compositions, often for special occasions 

· the sale of other horticultural goods, ornaments and specialist florists' sundries, such a silk flowers, vases and DIY floral art accessories 

Some also offer corporate flower services under contract to business clients.

Since the 1980s, florists have experienced growing competition from other non-specialist retailers. The supermarket chains in particular have expanded their market share of cut flower sales, from under 4% by value in the mid 1980s to as much as 65% in 2007. Although it is evident that supermarkets have been responsible for growing the market, much of this gain has been made at the expense of the independent specialist, whose share of the market has fallen substantially. Furthermore, florists' share of the market for pot plants halved during this period, to around 6% - 9% in 2007.

Supermarkets and non-specialist retailers pose the greatest threat to florists' share of the 'basic' flower market, which comprises mixed bunches of flowers and simple bouquets. These are easier to handle than intricate compositions, have broader every-day appeal and can be supplied by specialist 'flower factories' in very large quantities. Supermarkets now sell more bunches of flowers (by value) than specialist florists.

Florists still sell more bouquets and compositions than supermarkets (over 60% of all bouquets are sold by specialist florists, according to 'Wholesale Buyer' magazine). Independent florists account for almost all sales of flowers for weddings and funerals - these might typically account for around 15% - 25% (but sometimes as much as 40%) of an outlet's turnover.

No multiple or major national chain has yet emerged to threaten the position of independent florists as creative specialists in their field. Nevertheless, the independent sector now only accounts for around 25% of all cut flower sales in the UK, down from around 50% in 1980. Market stall florists, many of which are unable to offer extensive creative services, have experienced the most significant loss of market share over the last 10 years or so.

According to the Flowers & Plants Association, it is now very important for independent florists to differentiate their business from their non-specialist competitors - for example by offering ranges of unusual flowers, giving excellent personal service and by providing a high level of knowledge and expertise. Some artist florists have moved out of flower retailing completely and work solely on commissions from a studio or from home.

Outlook and prospects

Cut flower and indoor pot plant sales appear unlikely to increase significantly over the next few years, although modest annual growth is likely to occur if the economy remains reasonably stable. However, the market may see some real growth in the medium term if the UK continues to improve its position in the international league table of per capita spending on cut flowers and pot plants. Industry commentators point out that the UK still lags well behind countries such as Switzerland and Norway, where the average spend is currently around £70 to £80 per person per year. Marketing and new product development by the major supermarket chains may, as in other sectors, play a key role in driving the overall cut flower market. One current trend in particular, towards buying flowers regularly to decorate the home and workplace rather than just for special occasions, is likely to be a key driver of market growth if it continues. Some commentators liken the UK flower market to the wine market, which has seen huge growth over the last couple of decades as consumers have enthusiastically embraced a product which had previously been regarded as being just for special occasions. 

It should be noted that late 2007 saw the UK economy in perhaps the poorest shape it had been in for a number of years. With some commentators predicting an imminent economic downturn, the floristry sector is - as a non-essential luxury retailing industry - significantly exposed to unfavourable economic trends.

Independent specialist florists are likely to be affected in future by some or all of the following factors:

· further increases in the market share held by supermarket chains 

· greater competition from other non-specialist outlets 

· changing fashions in floral design 

· trends in the annual number of marriages - this is currently declining, with a corresponding negative impact on the floristry sector 

Some multiples are already expanding into the specialist sector, by creating more sophisticated 'off the shelf' products, or even opening retail florist outlets which are adjacent to existing supermarket sites. Market leader Tesco is now active in the delivered flowers market. Flower sales constitute only a fraction of supermarkets' turnover; any attempt by the large grocers to cultivate this market may expand the whole sector, but at the cost of independents' market share.

Other non-specialist competitors may benefit from future technological advances, which lengthen vase life and reduce the amount of labour which is required to stock and sell fresh flowers. Simple bouquets are already available from 'flower factories', while many other large flower producers and importers are gearing their operations towards supplying the non-specialist sector. 

Most commentators agree that the specialist retail florist will need to take steps to preserve their market share in future by offering products and particularly services that the supermarkets cannot match.

2007 saw the UK launch of a would-be specialist floristry chain as the French market leader Monceau Fleurs opened the first of a planned 50-plus outlets, in partnership with a UK based entrepreneur. If successful, the UK arm of Monceau Fleurs would become a further significant source of competition for many independent florists.

Many retail florists benefit from membership of relay schemes like Interflora. However, there is evidence that the prominence of relay schemes may decline in future if growing numbers of consumers switch to simply searching online for a florist in the destination area to contact directly. Interflora itself underwent considerable change in 2005 when it demutualised - some members fear that its new organisational structure will have a negative impact on the independent florist, possibly even working in direct competition with them.

The fortunes of the independent florist may be affected by changing consumer preferences and fashions.

Operating practices

Specialist florists are commonly located in high streets, town and city centres and secondary trading sites, including precincts and residential areas. Many flower sellers occupy stalls in covered or street markets, while some are to be found in small villages, holiday resorts and rural areas. Some florists, mainly those who specialise in design commissions, work from home or from a studio.

The typical flower shop is relatively small, with most of the available retail space used for displaying flower stocks and decorative arrangements. A separate part of the shop may be used to display pot plants, accessories and florists' sundries, although many of these may have to be stored behind the counter, outside or in a stock room. Many florists offer delivery and belong to relay schemes, while some also sell gift tokens.

A growing number of florists promote their business through a website and some offer online ordering.

Flowers may be displayed in buckets, boxes and pots, either singly, in bunches or as part of a ready made composition. Containers of flowers may be kept and displayed on shelves, stands, racks and on the floor.

The premises may include a workshop area and store room, including a cold storage facility. Prominent window displays are common; these may be changed regularly due to their perishable nature. Some goods may also be displayed outside the shop, on free-standing racks and in pots or baskets on the pavement. Larger florists may set aside an area for design consultancy, where samples can be shown to customers who wish to discuss a commission for a special occasion.

Florists and their staff must often divide their time between customer service, product care and making up arrangements. These may have been commissioned, or they may be used as samples and stock. Many florists give demonstrations to clubs and colleges, as well as attending presentations which are given by suppliers, often at weekends.

Jargon and special features

The following terms and phrases may be used within the floristry trade:

	bouquet 
	selection of flowers (and sometimes foliage) arranged formally or informally, tied together to form an attractive design

	conditioner/preservative 
	promotes vase life of cut blooms, by reducing ethylene damage and providing nutrients 

	corporate sales 
	sales and maintenance of flowers and arrangements, sometimes on a contract basis, to large organisations such as banks, hotels and other businesses 

	dry foam 
	light, brittle foam, used as a base for arrangements of dried and artificial flowers 

	Dutch auction 
	flower auction, in which the price asked by the producer is reduced by increments until a buyer comes forward 

	ethylene 
	chemical present in fresh produce (including cut flowers); promotes maturation leading to decomposition after harvesting

	foliage 
	non-blooming organic filler material, normally used in bouquets and arrangements; for example hypericum or pittisporum

	floral (or wet) foam 
	foam blocks, for mounting fresh flower arrangements; retains moisture 

	florists' sundries 
	include wrapping material, ribbon, wire and string

	florists' tape 
	self adhesive finishing tape, for sealing stems in bouquets and sprays 

	frogs 
	plastic supports for floral foam blocks 

	HONS
	hardy ornamental nursery stock

	HTA
	Horticultural Trades Association

	Oasis 
	popular brand of florists' foam (see above) 

	prongs 
	see 'frogs' 

	relay scheme 
	relay schemes, such as Interflora, Teleflorist and Flowergram, enable customers of participating florists to 'send' flowers to any part of the country and to many other countries worldwide 

	stem 
	term used by florists to indicate a single bloom; for example, flowers may be priced 'per stem' or by the bunch 

	the count 
	suppliers' term; refers to the number of bunches in a box 


Sales mix

According to the Flowers & Plants Association, around 75% or more of the total market for ornamental florals in the UK is accounted for by sales of cut flowers, with the remainder being accounted for by pot plants.

The market for cut flowers (including those sold by supermarket chains and other non-specialist retailers) breaks down approximately as follows:

	Personal consumption, including gifts
	60% of sales

	Corporate consumption
	10% of sales

	Funerals
	8% of sales

	Weddings
	6% of sales

	Other
	16% of sales


According to the Flowers & Plants Association, around 50% of cut flowers are bought for people's own homes or workplaces.

These percentages may, however, vary considerably in individual cases. For example, Parkes trader surveys identified one outlet that derived only 2% of sales from wedding work, while another reported that 90% of turnover was accounted for by funeral work.

A florist's sales of cut flowers may divide broadly between 'off the shelf' items and bespoke compositions. Trade surveys suggest that single stems, bunches and simple bouquets usually account for between 35% and 60% of a florist's total sales, depending on the nature and focus of the business. More complex arrangements and floral art compositions might typically account for between 10% and 30% of sales. Once again, trader surveys suggest that these percentages vary - one respondent derived 80% of turnover from sales of complex arrangements.

Flowers which are sold 'off the shelf' may nevertheless have been worked on to a greater or lesser extent by the florist. This may involve basic product care or more extensive arrangement, which will add considerable value to the blooms. Fresh flower sales may include some or all of the following: 

· bespoke funeral commissions; these may account for around 25% of all cut flower sales 

· bespoke wedding commissions and orders for other special occasions 

· arrangements and designs delivered on a regular basis to corporate clients, possibly on a contract basis 

· custom made bouquets, assembled on demand to a client's specification 

· 'off the shelf' arrangements, such as ready made special Mothers' Day tributes 

· simple ready made bouquets and bunches 

· single stems 

A retail florist may also sell the following products:

· pot and bedding plants 

· dried and artificial (for example silk) flowers 

· florists' sundries, particularly to amateur flower arrangers 

· flower care products, such as plant food 

· decorative pots, vases and other ornaments 

· presentation confectionery, greetings cards and small gift items 

· horticultural products, including bulbs and small garden tools 

· Christmas trees and decorations (seasonally) 

Some florists offer delivery, often for an extra charge. Many retailers belong to flower relay schemes - many also offer sales of gift tokens. The Horticultural Trades Association, which administers the National Garden Gift Voucher scheme, estimates that around 80% of vouchers are used to purchase plants and flowers. Sales may be made to trade and corporate clients, possibly on a contract basis (see Nature of the trade: Suppliers, terms obtained)

Seasonality

The UK flower trade is characterised by specific peak days, on and around which sales may be significantly boosted. These are listed below, in chronological order:

· New Year's Day (1st January) 

· St Valentine's Day (14th February) 

· Mothers' Day (third Sunday before Easter) 

· Christmas Day (25th December) 

Of the above, the two month period (February and March) in which St Valentine's and Mothers' Day fall may be regarded as the peak season for British florists, followed by the week leading up to Christmas. In each case, many florists see their sales on the day itself up hugely compared to a normal day's trading, boosting revenue but often causing considerable operational difficulties. A spokesperson for the Flowers & Plants Association described St Valentine's Day as "a living nightmare for florists". Demand may also be strong at Easter, as well as on Fathers' Day and religious events such as the Jewish Passover celebration.

In some years, Christmas advertising campaigns by the relay organisation Interflora have reportedly succeeded in boosting seasonal demand.

Flower sales are generally lowest during mid to late summer, when many customers are away on holiday and when flowers are available from alternative sources, such as gardens. Ironically, summer is the time at which flower supplies are most plentiful in the UK - glut conditions and low demand often combine to depress retail prices. 

Florists who offer a bespoke design service may be able to supplement low summer sales of 'off the shelf' flowers with bespoke wedding commissions (the traditional 'wedding season' runs from April to September).

Factors affecting sales

A florist's turnover may be affected by some or all of the following factors, which may cause it to fluctuate year on year, or to differ from that of other businesses:

· economic trends, affecting disposable income (see Statistics: Table 1) 

· local socio-economic factors, affecting employment levels and the nature, size and affluence of the customer base 

· an increase or decrease in the level of local competition 

· the location of the outlet, affecting levels of passing trade 

· extending or reducing opening hours 

· an increase or decrease in the average per capita or per visit spend; the average annual per capita spend on cut flowers is currently around £30 (around £40 if pot plants are included), while the average spend per visit to a florist’s outlet is around £3.50 - £4.00 

· an increase or decrease in the size of the outlet 

· extending (or reducing) the range of products and services offered; for example stocking garden accessories, or offering a delivery service 

· changing the focus of the business, for example by specialising in bespoke floral design 

· becoming a member of one of several flower relay schemes 

· advertising, offering special promotions and stocking gift tokens 

· generic advertising and publicity, as well as television coverage of events such as the Chelsea Flower Show 

· participating in and/or sponsoring amateur floristry courses and special features, such as bridal evenings, church events and flower shows 

· winning an award, such as Retail Florist of the Year 

· gaining an advanced qualification, such as a Diploma of Floristry 

· forming reciprocal links with other traders, such as bridal shops, undertakers and interior designers 

2005 saw some florists receive a windfall payment from the Interflora relay scheme when it de-mutualised. A smaller number of former Interflora owner-members - those who had opted to receive shares rather than cash on de-mutualisation - benefited from a further windfall in 2006 when a buy-out deal required them to sell their holding at a price considerably higher than its original value.

Customers, terms offered

Age is an important factor in determining a florist's key customers. Consumers aged 55 years or more spend almost twice as much money on flowers as those aged between 16 and 35, despite representing a smaller proportion of the total UK population.

Unlike in some European countries, flowers are still most commonly given as a gift to women in the UK. On certain peak days, such as St. Valentine's Day, it is likely that the majority of customers will be male. A survey undertaken by the Flowers & Plants Association found that cut flowers are now being bought less for gifts and more frequently for the home and workplace, with the "cheer myself up" factor being apparent. Pot plants are gaining popularity as gifts and may be more popular with men.

Retail florists might offer their customers the following:

· free delivery of large orders, or to regular customers 

· acceptance and sale of gift tokens 

· discounts (often 5% - 10%) and free goods to regular and important customers 

· special promotions, for example a 20% - 30% discount on a new line 

· discounts on ageing stock (often on Saturday afternoons), of 15% plus 

· 'unplanned' discounts to clear unforeseen surpluses, of up to 50% or more 

· staff discounts, often 10% - 15% but sometimes as much as 40% 

· discounts, for example 10% to 20%, for churches, religious festivals/events and flower clubs 

Cut flowers have a very short shelf life (despite recent technological advances). It may ultimately be desirable to sell ageing blooms at any price, even if this is below cost, rather than simply to discard them

Sales may be made to other businesses, such as hotels, restaurants and offices. These customers may be supplied with flowers on a contract basis and given discounts of around 10% - 20%, as well as up to 30 days credit and possibly free delivery. Free floral displays may sometimes be given in exchange for publicity.

Suppliers, terms obtained

Florists might purchase stocks of fresh flowers from primary wholesalers (panellists), secondary wholesalers and agents. Some buy from UK growers' co-operatives, local producers and even importers. While importers have traditionally supplied the wholesale markets and large supermarket chains, a growing number of retail florists purchase direct from specialist Dutch importers, many of whom offer good quality and service, fast delivery and competitive prices. Items such as florists' sundries may be purchased from a specialist wholesaler or cash and carry, as may other horticultural products and accessories.

Primary wholesale markets are located in large cities, the most famous being London's New Covent Garden. Primary markets generally offer variety, good quality and keen prices. Market panellists may offer florists 7 days credit or pro forma terms; a few may offer monthly account facilities. Florists purchasing at primary markets need to 'learn the ropes'; some traders are intimidated by this and it appears that retail florists are increasingly buying stock elsewhere. In an effort to counter this trend, the market has introduced a 'florist buddies' scheme, under which experienced traders take time to show florists around the market and explain how it works.

Secondary wholesalers may be found in towns and cities throughout Britain. Many stipulate minimum order quantities, although these may vary in size. Credit terms of up to 30 days are common, while discounts of around 10% may be available on large orders and special promotions. Some secondary wholesalers operate a regular delivery round, from which retailers can 'top up' their stock. Since the mid 1990s, the supply of flowers has increasingly bypassed primary and secondary wholesalers, in favour of van salesmen, who may buy directly from Holland.

Agents buy at wholesale markets, auctions and from importers, from whom they receive commission. Purchases are made to retailers' specifications and then sent to their outlets, often by rail. A good agent will seek out the keenest prices on behalf of his client and may offer up to 28 days credit (Dutch agents do not normally offer credit).

Specialist Dutch importers typically use the internet for displaying their stock - or the stock held by the auctions and growers that they use - and for taking orders from their customers. Many operate a fleet of lorries and vans in the UK and offer 24 or 36 hour delivery. Most offer their clients round the clock customer service, and in some cases their drivers hold a key to the florist's shop, using it to make night time or early morning deliveries.

Specialist sundries wholesalers may offer discounts for cash on delivery and collected orders (for example 5%), as well as free delivery of orders over a certain value. A florist may also hold an account with one of several relay schemes. Some purchase gift tokens from the Horticultural Trades Association.

Costs

The following check list covers the major costs that are likely to be incurred in setting up a florist shop. The prices quoted are intended as guidelines only and the check list is not exhaustive. The initial cost to any business is the acquisition of premises which will vary according to location, size and whether they are rented, freehold or leasehold. The cost of refurbishment and compliance with Planning, Fire and Health & Safety regulations should also be considered.

Business and water rates will have to be paid on any business premises. Payment can be made monthly, over a period of ten months, or annually. The Valuation Office Agency (www.voa.gov.uk) and the Scottish Assessors Association (www.saa.gov.uk) websites provide details of the rateable values of all non-domestic properties in England, Wales and Scotland. Alternatively, the local rating authority and local water company can provide guidance as to how much the rates will be.

The cost of the main items of business equipment and specialist equipment required for a florist shop, based on outright new purchase, is likely to be from £3,000 depending on the range of items required.

Some allowance should be made for the cost of such items as printing, stationery, advertising, packaging, signs and memberships. 

Theft is a potential problem, so the cost of effective security measures should be considered. This might be in the region of £2,100 depending on the range of devices installed.

The cost of the opening stock of goods for resale for a florist will be approximately 3.6% of the projected turnover. This represents 3 weeks of purchases.

The price of a suitable vehicle will vary according to the age, make and condition. A new medium-sized estate car or van costs from around £11,000 to around £15,000.

The Annual Survey of Hours and Earnings 2007 quotes average gross weekly wages for flower arrangers and florists of £241.50 and for sales assistants and retail cashiers of £285.20. These are UK averages which will be subject to regional variations.

The cost of engaging professionals such as accountants should be considered, as should any insurance costs. Details of specialist brokers can be obtained from trade journals or trade associations and tailored policies are often available from the large insurers.

Licensing requirements

Florists should be aware of the following;

· if display stands/barrows are placed on a pavement, clearance should be obtained from the local authority highways department 

· under the Copyright, Designs and Patents Act 1988, if background music is provided in the shop a licence from the Performing Right Society (PRS) is required. In addition, for the public use of music recordings a licence from Phonographic Performance Limited (PPL) is required 

· under the Data Protection Act 1998 any business which keeps records of clients' details or uses a CCTV system must register as a data user with the Information Commissioner 

· the Licensing Act 2003 requires florists that supply alcohol (such as champagne) to obtain the appropriate personal and premises licences from the local authority 

Main performance indicator

Performance in this sector may be expressed in terms of the overall gross profit rate achieved.

Many florists aim to achieve a relatively high overall gross profit rate, because of the labour-intensive nature of the business and to make up for the high level of wastage which is inevitable in this trade. An average mark-up rate on cut flowers of 100% (gross profit rate before wastage and losses of 50%) is regarded by many as an 'industry norm'. A florist's overall gross profit rate will depend on the individual business's product mix, the extent to which 'value added' creative work is engaged in and on other factors such as wastage levels. An artist florist who works from a studio or from home and makes no retail sales, specialising only in bespoke floral design commissions, might achieve a considerably higher mark-up on the cost of the blooms, foliage and materials used.

Figures for florists, nurserymen and seedsmen in HMSO Business Monitor (SDA 25 Retailing) suggest an average gross profit rate within the non-edible horticultural sector of around 40% for much of the 1990s (see Statistics: Table 5) (the category is no longer included in the Business Monitor series). Analysis of company accounts included in Key Business Ratios published by Dun and Bradstreet International gives a similar average figure for the same period for 'miscellaneous retailers, including florists'.

Trade sources indicate that a typical 'middle of the road' retail florist might achieve an overall gross profit rate of just under 40%, with many achieving between 37% and 39%. A busy and efficient florist, who sells a large number of expensive compositions, may achieve a higher gross profit rate, of around 45% or so.

Some florists, particularly market stall holders and street vendors, have few opportunities to add value to flowers, by charging for the time and skills taken to create arrangements. These businesses may achieve lower than average gross profit rates, particularly if wastage levels are high (street vendors' stock may suffer acutely from ethylene production by car exhausts, which promotes decomposition).

Ratio trends

According to figures included in ONS Business Monitor (Retailing, SDA 25), the average gross profit rate for florists, nurserymen and seedsmen increased by one or two percentage points during the late 1980s (see Statistics: Table 5). These figures suggest that gross profitability continued to rise during the early 1990s, from 39.4% in 1990 to 43.7% in 1992, although it is possible that this effect was confined to the gardening sector, which remained buoyant in spite of economic recession.

Analysis of company accounts included in Key Business Ratios published by Dun and Bradstreet International suggests that the average gross profit rate achieved by ‘miscellaneous retailers, including florists’ increased by one or two percentage points during the mid 1990s.

Trade surveys and industry research suggest that the average gross profit rate dipped somewhat in 1998 but subsequently recovered in 1999 and remained stable between 2000 and 2007, at around 42% - 43%. It is likely, however, that some florists experienced strong downward pressure on retail prices and margins during this period as a result of consumers' resistance to price increases and strong competition from the supermarkets.

Many individual florists report no increase in gross profitability since 1990. Increasing competition from non-specialist retailers, particularly large supermarket chains, has prevented (and will continue to prevent) many florists from making significant price rises. Basic market stall retail florists - and others that sell mainly simple bunches and single stems, adding little value to them - are among the least likely to have seen any increase in their gross profit rate. Demand has also fallen for the type of expensive, ostentatious composition which was popular during the economic 'boom' of the late 1980s.

Factors affecting ratios

A retail florist's gross profit rate may be affected by some or all of the following factors, leading to variations year on year, or from other traders' results:

· variations in the product mix 

· discounting; to boost sales, clear ageing stock or to counter heavy competition (see Nature of the trade: Customers, terms offered) 

· wastage, due to carelessness, inexperience and natural decomposition 

· losing items as a result of theft 

· receiving short deliveries or damaged goods from suppliers; it is not always practical or possible to obtain a credit note or refund 

· problems of supply, which may affect wholesale prices and quality 

· engaging in wholesaling and contract work, where trade discounts are given 

· donating flowers and goods as prizes in raffles and competitions 

· 'throwing in' florists' sundries free or at cost with a large composition 

· using flowers in promotional, competitive and artistic displays and events 

· changes in sales focus, towards a more or less profitable area of the market 

· increasing the amount of 'value added' work done, or raising the charge which is made for this (for example after winning a prestigious award) 

· the nature of the florist's pricing policy 

· obtaining lower cost prices; for example by switching from a secondary to a primary wholesaler (see Nature of the trade: Suppliers, terms obtained) 

· increasing or reducing retail prices (price rises may be made on peak days) 

· quoting for a commission (such as a wedding) months or even years in advance, following which the prices of flowers rise more than anticipated 

· participating in one of the available relay schemes 

· offering delivery, for which an extra charge is made 

· selling and redeeming gift tokens 

· Other key ratios

· Other key ratios for analysing this type of business are shown below.

· For other retail sale in specialised stores (SIC 92 code 52480, including retail florists) for 2006:

	  
	Quartiles 

	  
	Lower 
	Median 
	Upper 

	Pre-tax Profit/Capital Employed 
	0% 
	16.67% 
	61.29% 

	Sales/Total Assets 
	130.87% 
	228.03% 
	374.39% 

	Stock Turnover (Ratio) 
	3.33 
	6.96 
	14 

	Trade Debtors/Sales (Days) 
	13.52 
	1.29 
	0 

	Trade Creditors/Sales (Days) 
	37.85 
	17.87 
	2.85 

	Current Ratio 
	0.67 
	1.1 
	1.89 

	Liquidity Ratio 
	0.13 
	0.45 
	1 


· Source: Copyright: ICC ©. All rights reserved.

VAT liability
Most of the items sold and services offered by the florist are standard rated for VAT purposes.

However, if gardening products are offered for sale, supplies of seeds and other means of propagating plants used for human consumption are zero rated.

Special arrangements exist for accounting for VAT on Interflora and Teleflorist transactions. Details which were previously contained in Appendix E of VAT Notice 727 Retail schemes are now included in Section 10.

Various VAT retail schemes are available for use by businesses whose customers are mainly members of the public. The November 1996 Budget announced changes to reduce and simplify these schemes.

An optional flat rate scheme (FRS) for eligible small businesses was announced in the April 2002 Budget. Under this scheme tax invoices continue to be issued to VAT registered customers, but the VAT payable to HMRC is calculated as a percentage of the business's VAT inclusive turnover, applying the appropriate flat rate percentage for the trade sector in question. The scheme cannot be used with the retail schemes, the margin scheme for secondhand goods or the cash accounting scheme. Full details of the FRS, eligibility criteria and the flat rate percentages are contained in VAT Notice 733, Flat rate scheme for small businesses. There is a flat rate VAT calculator on the HMRC website that offers businesses the opportunity to assess the effect of using the flat rate scheme, based on their business type and turnover. The address of the calculator is: http://vatreadyreckoner.hmrc.gov.uk
Further information and guidance can be obtained from the National Advice Service helpline on 0845 010 9000 and the following publications:

· VAT Notice 700 The VAT Guide, A Guide to the main VAT Rules and Procedures 

· VAT Notice 700/1 Should I be Registered for VAT? 

· VAT Notice 701/38 'Seeds and Plants', November 2003 

· VAT Notice 727 Retail Schemes (Section 10, Special arrangements for florists) March 2002 

· VAT Information Sheet 12/03, 'Face Value Vouchers', August 2003 

· the Voucher Association website contains details of changes to the VAT treatment of face value vouchers www.voucherassociation.co.uk (see Fact Sheet 'VAT on vouchers explained') 

· 'British Value Added Tax Reporter', published by CCH Ltd 

VAT publications are available on the HM Revenue & Customs website. The address is www.hmrc.gov.uk
Table 3: Total annual UK market for cut flowers and indoor pot plants

(£million)

	 
	Value
	% Growth
	Approx per capita spend

	
	
	
	

	1986
	623
	10%
	--

	
	
	
	

	1987
	685
	12%
	12

	
	
	
	

	1988
	808
	18%
	--

	
	
	
	

	1989
	913
	13%
	--

	
	
	
	

	1990
	985
	8%
	--

	
	
	
	

	1991
	1013
	3%
	--

	1992
	1033
	2%
	--

	1993
	1130
	9%
	--

	1994
	1143
	1%
	--

	1995*
	1140
	0%
	--

	1996
	1278
	12%
	--

	1997
	1483
	16%
	--

	1998
	1451
	-2%
	--

	1999
	1564
	8%
	--

	2000
	1713
	10%
	--

	2001
	1744
	2%
	--

	2002
	1940
	11%
	--

	2003
	1942
	0%
	--

	2004
	2009
	3%
	£53

	2005
	2170
	8%
	£57

	2006
	2220
	2%
	£58

	2007e
	2287
	3%
	£60


