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Reading guide

To enable you to grasp the essential facts in this
report quickly we would advise you to read the fol-
lowing chapters:

1.3 Research method

2.5 Summary and prospects

3.5 Summary and prospects

4.5 Summary and prospects

6. International competitiveness

7. Strategy

If you are interested in a particular country read
the summary and prospects relatinig to this.in sec-
tion 5.




Foreword

The Dutch horticultural industry is continually con-

fronted with new challenges. The nineties will be

dominated by a change from product-based to demand-

oriented thinking. This wiil have consequences for

every branch of the sector: for the breeder, the grower,

the auction business, the trader and the shopkeeper.

Against this dynamic background and the explicit

presentation of the Dutch horticultural industry at the

Floriade, Rabobank has asked the Agricultural Econ-

omic Institute (LEI) to chart the country’s competitive

strength in the flower bulb sector.

This report also indicates what strategic options are

available for expanding the position. The object of this

report is to give you some insight into the significance

of market-oriented thinking and action. In addition, it

aims to offer some pointers to help you shape your

ideas about the near future, Everyone will have to fill

in the details for themselves.

The research and analysis were carried out jointly by

the LEI-DLO and Rabobank.

We are grateful for the active contribution of the fol-

lowing organizations in compiling this report:

- Bond van Bloembollenhandelaren (Flower Bulb
Traders Association), Hillegom

- Bloembollenbureau Cebeco (Flower Bulb Agency),
Lisse

- CNB (b.a)), Lisse

- Hagelunie, Leidschendam

- Hobaho B.V, Lisse

- IBC, Hillegom

- IKC, flower bulbs department, Lisse

- KAVB, Hillegom

- PVS, The Hague

We would like to thank all concerned sincerely for
their contributions.

Eindhoven, The Hague, April 1992
Rabobank Nederland  Agricultural Economic
Institute-DLO

H.H.F. Wijffels L.C. Zachariasse
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L. Introduction

1.1 Positioning

The flower bulb sector comprises the production and
trade in bulbous and tuberous plants, rhizomes and
root tubers. The main representatives are: the tulip, lily,
narcissus, iris and hyacinth; of the tubers: the gladiolus
and begonia; of the rhizomes: lily of the valley and of
the root tubers: the dahlia. Flower bulbs account for
10% of the total international export value of all the
ornamental plants cultivated worldwide.

There are two segments. In the dry sales segment
bulbs are sold for planting by the end user and in the
forcing segment flower bulbs act as the starting
material for the flower nursery. Both segments are
investigated in this study. Because of the great signific-
ance of forcing, the developments in the flower bulb
sector are also included.

1.2 Competitive position of flower
bulbs

In the worldwide production and sale of flower bulbs,
significant changes are occurring in the competitive
relationships. European integration, democratization
in Eastern Europe and the liberalization of world trade
in connection with the GATT negotiations will inevit-
ably have consequences. A number of ‘traditional’
markets are displaying signs of saturation. This affects
profit margins and the power relationships in the pro-
duction chain.

In the Netherlands, in particular, new environmental
legislation will influence the current methods of pro-
duction.

The many changes make it difficult to obtain a good
insight into the prospects for the bulb-growing indus-
try. Insight is essential for making a timely response to
opportunities and threats. Within the context of the
Floriade International Horticultural Exhibition we
have examined to what extent various forces affect the
competitive relationships in the bulb-growing industry
in the world.
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1.3 Research method

The theories of the American economist Porter have
been used in assessing the competitiveness of the
Dutch bulb-growing sector. The strength of a sector is
not only determined by a low cost price, but by a
variety of aspects.

The following have been examined in this study:

- Production factors such as raw materials, climate,

unskilled labour and capital. These factors are basi-

cally present and have a great effect on the cost price.

The infrastructure, skilled labour, research, educa-

tion, information, telecommunication structures and

s0 on are also important. These factors have to be
created by man and influence efficiency.

Domestic demand. The nature, scope and develop-

ment of the domestic market have a great influence

on the strength of a sector. A critical domestic mar-
ket strengthens competitiveness; it keeps the sector
alert and constitutes the basis for a high level of
innovation.

The network of sectors, which means the extent to

which the various links in the chain utilize each other

in order to achieve an effective approach to the mar-
ket. The use of ideas from other sectors is also exam-
ined.

- Government authorities. Here we examine what part
is played by government authorities in developing (or
curbing) competitiveness.

- The economic variables, such as the entrepreneurial



spirit, international orientation, ability to cooperate,
management culture, etc,

- Chance. Unpredictable factors such as changes in
exchange rates, political decisions, technical break-
throughs, wars, etc. In evaluating a sector it is
important to distinguish whether its existing position
is due to its own merits or whether it has become
strong as a result of chance events.

Analysing sectors or countries on the basis of these

aspects results in a picture of their international com-

petitiveness. In this respect, it is conceivable that cer-
tain aspects will reinforce each other, but also counter-
act each other.

The report as a whole gives an insight into where the

bulb sector is strong and weak and thus offers avenues

for improvements.

Figure 1: Porter's determinants of national
advantage

Production tactors

1.4 Structure of the study

The first chapters provide a brief overview of the
development of demand (chapter 2), supply (chapter
3), and the trade (chapter 4) in flower bulbs at world
level. Next, chapter 5 analyses the international com-
petitiveness of the main countries concerned with
flower bulbs and which play a part in international
production and trade.

The positions of the various countries described are
weighed against each other in chapter 6. Finally, in
chapter 7 conclusions are drawn and possible strategic
options are presented which could result in the streng-
thening of the competitive position of the Dutch sec-
tor.

The investigation was concluded in December 1991.

2. World demand

2.1 Introduction

On the basis of the data for the nine main consumer
countries the production value worldwide is estimated
to be a minimum of 1.6 billion guilders at wholesale
level (1990),

The workldwide range is derived from exports from the
Netherlands. This gives a fairly good picture for most
countries because the Netherlands has an 89% share in
the world trade in bulbs. Here, there is a slight under-
valuation for the lily, narcissus and gladiolus, because
in some countries - in contrast to the Netherlands -
domestic production mainly relates to these products.

2.2 Development of consumption

Expenditure (measured nominally at wholesale level)
on flower bulbs in the nine main countries has
doubled in the past ten years from 600 million to
1250 million.

These expenditures relate both to dry sales and sales
for forcing purposes. Generally speaking, the range has
become wider and the consumption of varieties with a
large market share has become smailer. The United
States is the largest consumer of flower bulbs. Ger-
many, the United Kingdom, France and Italy are also
important users for both forcing and dry sales. (See
figure 2.)

In the early spring, it seems that flower bulbs, with
their colourful blossom, have little competition from
other plants in the gardens. Despite this, dry sales
slowed down at the end of the eighties {a recovery
occurred in most countries in 1990), while in that
period sales efforts clearly increased.




Figure 2: Flower bulb consumption in the main
counfries
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This slowdown is still noticeable in Germany and may
be attributed to the following causes:

- greater competition from other products

- short flowering period compared with other plants

- the short time for which bulbs are available and

- sometimes failure to bloom.

Thus for example, the value of Dutch tree nursery
exports has risen by 74% in the past ten years and that
of flower bulbs by 34%. The market share of dry sales
compared with that of the tree nurseries fell from 47%
to 39% in this period.

Flower bulbs are bought in over 100 countries, the EC
countries being the main sales area with 60% of all
expenditure on flower bulbs in 1990. The market share
in 1980 was still 65%.

In most countries the bulb is a fairly unimportant pro-
duct, however, Its share in shop sales on an annual
basis is low. Important sales channels for flower bulbs
are supermarkets, mail order firms and garden centres.
The supermarkets’ share is progressively increasing.
Partly because of this, the number of points of sale is
rising sharpiy. A disadvantage of selling through super-
markets is that up to now their employees have little
knowledge of bulbs and the keeping conditions are
relatively poor.

Forcing is an essential part of the flower bulb sector.
Depending on how this is defined, the share in most
countries is several per cent (if only the protected and
forced crops are counted as part of this) to often more
than half of the number of flower bulbs offered for sale.
The share of bulbs intended for forcing has become
increasingly important in recent vears. Worldwide
demand for flowers is rising (3.5% per year) as a result
of the increasing prosperity in a large number of coun-

tries. Bulb flowers have an important share in the cut
flower market (e.g. in the Netherlands 15% by value),
particularly in view of the short bulb season, especially
in the case of the tulip and narcissus. Although the
spread of the supply over the year is increasing, the
share of bulb flowers in the cut flower range is decrea-
sing except for the lily. In the past ten years auction
turnover in the Netherlands has increased as follows:
cut flowers by 126%, the narcissus and tulip by 116%
and the lily by 144%. Turnover in other bulb flowers
has dropped. This development is mainly caused by
the vigorous innovation in the floristry world.

2.3 Developments in the
range

Tulips, lilies and gladioli are by far the most important
products. The share of gladioli is decreasing. The lily is
the main grower. ks share in Dutch exports has increa-
sed from 2% to 8% in the past ten years (on a unit
basis).

The tulip has a strong and almost unvarying share.
The seven main bulb varieties have a share of over 85%
in the world consumption. The other plants, including
the dahlia and lily of the valley (Convallaria), are
becoming more important, however.

Their share increased from 12% to 17% in the period
1980/1981 - 1990/1991. (See figure 3.)



Figure 3: Shares of the various species in the world consumption of flower bulbs (in units).

1980/81 Gladiolus 32%

Narcissus 4%
« Lily 2%

Iris 8%

Anemone 4%

Others 12%

Tulip 32%

2.4 Trends and market segments in
the main consumption centres

The growth in turnover in the flower bulb sector in the
eighties was mainly generated by the lily and in a limi-
ted number of countries (USA, Italy and Japan).

In various markets the rise in sales was accompanied
by lower prices for products other than the lily.

The USA, UK, Germany, Italy and Japan are the main
international demand centres for flower bulbs in terms
of size.

The USA, UK and Japan are dealt with in chapter 5,
as are other large exporting countries.

1989/90 Gladiolus 22%

Narcissus 5%

Lily 8%

Tris 8%

Crocus 7%

Anemone 4%

Others 17%

Tulip 29%

Source: PV.S.

Germany

For a long time, Germany was the main consumer
country, 36% of the consumption being used for for-
cing and 64% for dry sales. As a result of a slowdown
in both market segments the country has increasingly
lost in importance. The possible cause of this is the
shift in demand to products other than those in the
ornamental plant sectors. The point is that the Ger-
man consumer is satisfied with the supply, the range
and the pleasure it provides, but is only moderately
satisfied with the end result and the price. The shift to
other sales channels, such as the chain store business,
which requires different marketing techniques, also has
an influence. This calls for adjustments which cannot
be immediately achieved.

After the reunification of the two Germanys the sale of
bulbs from abroad again rose in 1990 (Dutch exports
went up by 13% in the 1990/91 season). The demand
for dry bulbs in the former East Germany increased
sharply. Domestic production could not satisfy this
higher demand because bulb production was geared to
the forcing segment. It is still not clear whether the
increased demand in the former East Germany is
structural. In the former West German part of the
country consumption is still declining.

85% of all the bulbs in the dry sales segment go to
families and 15% to companies and government autho-
rities. About 30% of families buy bulbs every year.

This percentage has fallen slightly in recent years.
Important purchasing locations are mail order firms,
supermarkets and garden centres, which together
account for over 50% of the sales. The supermarkets’
share is increasing and that of the mail order houses is
falling.



Most of the bulbs are planted in the garden (73%).
‘They are also planted in cemeteries (11%) and balcony
flower boxes (7%). All households spend an average of
five guilders per year on bulbs, paying about twenty-
five Dutch cents per bulb.

The main plants exported from the Netherlands to
Germany are the tulip (39%), the gladiolus (12%), the
crocus (10%) and the narcissus (8%). The share of
these plants has not changed in recent years.

Italy

Italy is pre-eminently a forcing country. This means
that the bulbs imported into and produced in Italy
largely reach the consumer as bulb flowers and their
importance is continually increasing in Italy. The share
of dry sales has decreased by 5% to 15% in the space of
ten years.

The market segment for funeral flowers is relatively
large in Qtaly, with gladioli playing an important role,
Sales are shifting from gladioli to lilies, however. The
share (volume) of the gladiolus, which was still 52% in
"85/°86, fell to 50% in "90/°91. The share of the lily rose
by 13% to 20% in this period. The share of the other
plants has remained approximately the same.

The market for flower bulbs for forcing - both for
home production and for imports - is growing and
offers good prospects.

2.5 Summary and prospects

The demand for flower bulbs has risen substantially in
the past ten years, A doubling has oceurred in terms of
value. The number of countries buying flower bulbs is
traditionally limited. In these markets dry sales are

slowing down. A growth in turnover can still be
reported in "90/°91 as compared with "80/°8 1, but a
decline set in from 84/°85 onwards. These develop-
ments are measured against Dutch export turnover.
The share of dry sales, compared with sales for for-
cing, have thus fallen from 54% to 45% in these ten
years. The downturn is a result of the more profitable
forcing market and the greater competition from other
products used in gardens and plantations, such as
perennials, bedding plants and shrubs.

A wider distribution of dry sales, for example through
supermarkets, can give a fresh boost to the market.
This calls for professionalization of the sales
machinery. For example, as yet there has scarcely been
any response to the new segment of the nature garden.
The consumer is not being given sufficient information
about the possible uses of the ranges suitable for this.
An expansion of the range in general - not more culti-
vars but new varieties - is needed in order to meet the
changing wishes of consumers,

The forcing market is growing, however. The use of
flowers, including bulb flowers, fits in with the trend
towards brightening up the living environment.
Important representatives in this development are the
lily, narcissus and tulip. Turnover in these three pro-
ducts at Dutch auctions has increased by 125% in the
last ten years, the strongest grower being the lily. The
lily, narcissus and tulip have thus undergone the same
development as the other cut flowers. All the other
bulb flower varieties have seen their market share
decline in the cut flower range and have thus been
forced into a lower value market segment.

The position of sales for forcing can be further streng-
thened by lengthening the season and improving the
keeping qualities of bulb flowers.




3. World supply

3.1 Introduction

Commercial bulb growing, with the exception of the
gladiolus, is mainly concentrated in regions with a
maritime climate. The area under cultivation at present
totals about 33 thousand hectares.

Two-thirds of the bulbs produced in the Netherlands

£0 to the forcing sector. About 95% of the total domes-
tic bulb sales are intended for this sector which also
accounts for more than 50% of foreign sales.

3.2 Development of the acreage

The acreage used for bulb growing worldwide has

risen in the past ten years. The growth has mainiy
taken place in the Netherlands (+ 3,000 ha), the United
Kingdom (+ 300 ha) and Poland (+ 500 ha). The acreage
has stabilized in the main ¢ountries in recent years.
Since 1970, the share of the Dutch acreage has increased
by 10% to about 50% of the acreage woridwide.

The fact that the Netherlands has a more than propor-
tional share in world trade (89%) means that other bulb
producing countries are relatively dependent on their
home market for sales. (See figure 4.)

3.3 Developments in production
value

The production value on an international scale (calcu-
lated on the basis of the nine main countries) rose
between 1980 and 1990 from 880 million guilders to
1.3 billion guilders (at producer level).

A slight drop in the production value occurred in the
second half of the ¢ighties, but this has now recovered.,
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Figure 4: Distribution of the acreage world-
wide
(x 1000 ha.)
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Figure 5: Development in the production value
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The Netherlands, with a production value of 8350 mil-
lion guilders, is by far the main producer country in
the world. After the Netherlands, Japan, the United
Kingdom and the United States are still of some
importance (112, 107 and 70 million guilders, respec-
tively). (See figure 5.)

There are great differences between the countries and
the production value per hectare. Germany has a very
high production value as a result of the cultivation of
lily of the valley. On the other hand, many of these
plants which are gathered in the wild are included in
the statistics and this gives a distorted picture. The
production value per hectare in Japan is also high

because of the average high bulb price. The lowest pro-

duction value is recorded in the United Kingdom, the
large share of narcissi having a great influence here.
(See figure 6.)

3.4 Main supply centres

The Netherlands, Japan, the USA and the United
Kingdom are the main producers in the flower bulb
sector worldwide. They are also important demand
countries and/or export countries and are therefore
dealt with more extensively in chapter 5. Brazil is dis-
cussed in this chapter because strong developments
are expected there as regards the supply.

Brazil

Around 350 ha of bulbs were grown in Brazil in 1990
(265 ha of gladioli for the cultivation of both flowers
and bulbs, 40 ha of amarylli and tulips). Their cuitiva-
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tion was started by Dutchimmigrants from the Holambra
settlements. Sales are organized on a cooperative basis
(auctions). A great deal of parental material and
knowledge is available from the Netherlands. The pro-
duction per ha is lower than in the Netherlands.

There are regions in Brazil where the climate is suit-
able for bulb growing. Exports from Brazil are mainly
to the Netherlands (1990: 85% of the value of #2.5 mil-
lion). Other export countries are located in the region
( Argentine, Bolivia and Uruguay).

The infrastructure of the country is so underdeveloped
that its competitive position is poor with respect to
countries other than its neighbours and the Nether-
lands. There is a potential domestic market of 150 mil-
lion people, but incomes are extremely low. Added to
this, in view of the political and economic instability
(250% inflation in 1990) the sales and business climate
is not optimum. Nevertheless, there seem to be possi-
bilities of moving Dutch cultivation activities to Brazil.

Other countries

Approximately 4500 hectares of bulbs are also grown
in countries other than those mentioned. About 1500
hectares of this are located in Eastern Europe, of
which 400 are used for gladioli and 600 for tulips.
Other countries which may be mentioned are Israel,
with the narcissus and iris (total acreage 390 ha) and
France with the tulip and gladiolus (800 ha).

The lily of the valiey is very important in Germany.
About 60% of the acreage is devoted to this plant. The
acreage for bulb growing in the former East Germany
has largely been lost since reunification. This is again
being expanded by new areas of cultivation established
by Dutch companies.

3.5 Summary and prospects

The production value has risen in recent years as a
result of increased productivity combined with an
expansion in acreage. This rise has mainly occurred in
the Netherlands. In addition to the commercial pro-
duction of bulbs, however, bulbs to an unknown value
are also gathered in the wild (e.g. in Turkey and Ger-
many).

No further growth in productivity is expected because
of environmental measures, starting in the Nether
lands. The total world production of bulbs need not
decrease in the long run since the fall in productivity
can be compensated by a growth in acreage. Enough
new land is available in the Netherlands to meet the
intensified requirements as regards crop rotation. The
growing conditions will be less favourable in a number
of cases, however, for example because the availability
of water and climatic conditions are not optimum,



As a result of extensification the acreage in the world
may rise again. Shifts in cultivation areas will certainly
occur. It is still not possible to foresee to what extent
competition will occur between ‘old” and “new’ areas
which, in principle, may also be located in other coun-
tries.

Two developments are occurring worldwide: a slow-
down in dry sales and a rise in sales for forcing pur-
poses. The changing sales of dry bulbs are not fully
compensated by the rise in forcing sales. If the supply
stays the same, bulb prices will remain under pressure
until a new balance has emerged.

In the Netherlands, cuts in cost price are still being
achieved because of a higher productivity per ha and
an increase in business size. Profitability has been
strengthened by growing more expensive varieties
(the lily).

4. World Trade

4.1 Introduction

A limited number of countries engage in bulb exports.
The Netherlands, however, virtually reigns supreme.
As a result, trade flows are reasonably easy to identify.
Bulb flowers are included in the cut flower statistics. In
the case of countries where bulb flowers account for a
large part of the export value this is stated.

4.2 Developments in exports

Worldwide bulb exports have risen sharply since 1980.
(See figure 7.) At the end of the eighties, however, a
slowdown occurred. The total value is approximately
£1.2 billion. The Netherlands had the largest share of

the rise in exports in the eighties. In 1990 there was
again a substantial increase in the numbers exported.
Exports rose less in terms of value. In other words,
exports increased at the expense of price. The
increased productivity in bulb growing could not com-
pensate fully for the rise in costs so that pressure on
prices led to a drop in margins. Exports increased in
1990, particularly to Germany. Whether this growth in
dry sales can be maintained depends on the develop-
ments in cultivation and the demand in East Germany.

Other countries which also saw their exports (and
export value) rising in the eighties are Poland, Mexico,
Brazil and France. There was a decline in Japan and
Germany.

The Netheriands has a market share of 89% in exports
and 5% in imports. The value of Dutch exports rose
faster than average. This is mainly due to a growth in
the forcing segment which has achieved a 64% rise in
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value in the last ten years. In 1990, a total of 63% of the
bulbs produced in the Netherlands went to the forcing
sector, about 60% of this geing abroad, while about 40%
remained in the Netherlands. Dry sales rose by only
37% in this period.

Other exporting countries are France, Belgium, Ger-
many, the United Kingdom and Israel.

4.3 Developments in imports

The United States (16%) and Germany (16%) are now
the main importing countries measured in terms of
value. Next come Italy (15%) and France (11%). The
imports of France, Germany (except for 1990) and the
UK have remained reasonably stable since 1980. On
the basis of per capita imports these countries are in-
significant as compared with Finland and Sweden
where the imports per head of population are between
J6.-and £7.- The corresponding figure in Germany is
F2.60 and in the USA £1.-.

4.4 Trade flows

The Netherlands is virtually the sole supplier in Japan,
the countries of Eastern Europe, Australia and Scandi-
navia. It is also the only country with a complete range.
Belgium and Japan are also active in the United States.
Supplies are also sent to Southern Europe, Africa and
the countries of Western Europe from Belgium, France
and Germany. [n Northern Europe Germany is a major
importer, in addition to the Netherlands. Bulbs from
Belgium, the United States, the UK, France and Ger-
many are imported into the Netherlands.

4.5 Summary and prospects

Viewed worldwide, the international trade in bulbs has
grown by 35% in the past ten years. This growth has
smoothed out in recent years, however. The world
trade is dominated by the Netherlands. Production in
the countries to which the Netherlands exports is
decreasing and the importance of Dutch exports is
therefore rising. Since growth in the past was mainly
due to Dutch bulbs replacing those grown abroad, the
possibility of a slowdown occurring must be seriously
borne in mind.

There are three important and almost equally large
importing countries, namely the United States, Ttaly
and Germany. The significance of the USA is contin-
ually increasing as a result of the drop in its own pro-
duction. France is the world’s second largest exporting
country. The major part of these exports also goes to
the Netherlands.

The growth in sales is being achieved by just one pro-
duct (the lily) and is taking place on only two markets
(Italy and Japan}). The growth in demand in both
countries has been realized in the forcing sector.

The possibilities for growth in the dry sales market are
limited. In the future, environmental measures may
even lead to a decline in the supply from the Nether-
lands, because Dutch production may shifi to coun-
tries abroad.

In the forcing market the foreign sector has largely
been replaced by the Dutch sector. In the export field a
shift has occurred from the trade in flower bulbs to
that in bulb flowers.




Figure 7: International trade flows of flower bulbs from the Netherlands (in 10 mill. guilde

s, 1990).
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