
RESOURCES FOR
SUCCESSFUL DEALERS

Vol. 1, No. 2 • Summer 2016

Livingston Machinery
reflects pride of
ownership page 6

Business Transition
Planning – Part 2 page 4Prsrt Std

US Postage
PAID

St Louis MO
Permit 2828



 4 Business Transition Planning – Part 2 
  by Lynn Grooms

IN THIS ISSUE Vol. 1, No. 2 • Summer 2016

RESOURCES FOR
SUCCESSFUL DEALERS

Western Equipment 
Dealers Association (WEDA)

PO Box 419264 
Kansas City, MO 64141-6264 
Phone (816) 561-5323 
Fax (816) 561-1249 
info@westerneda.com 
www.westerneda.com

PUBLISHER 
Western Equipment Dealers 
Association

MANAGING EDITOR 
Joanne Olson

LAYOUT AND DESIGN 
Donna Gonzalez

Published in partnership by the 
Western Equipment Dealers 
Association and Mountain View 
Printing & Graphics Ltd.

Cover photo courtesy of Livingston 
Machinery, Chickasha, Okla.

PUBLICATION INFORMATION

Western Equipment Dealer magazine is 
published four times a year by Mountain 
View Printing & Graphics Ltd., 3656 - 60 
Avenue SE, Calgary, Alberta, T2C 2C7, Toll 
Free 1.800.262.4863, www.mvprinters.com, 
on behalf of the Western Equipment Dealers 
Association (WEDA). Please contact WEDA 
for advertising rates and service charges. 
WEDA reserves the right to refuse any 
material, either for distribution, or for printing 
in the Western Equipment Dealer magazine. 
Acceptance of any advertising does not 
imply endorsement by the Association or 
Mountain View Printing & Graphics Ltd. No 
part of this publication may be reproduced, 
stored in a retrieval system or transmitted, in 
any form without prior written consent from 
the publisher.

The views expressed in this magazine 
are those of the contributors and do not 
necessarily reflect those of the officers or 
members of WEDA.

Return Undeliverable Addresses to:

Western Equipment Dealers Association 
(WEDA) PO Box 419264, Kansas City, MO 
64141-6264

 6 Taking Care of Business 
  Livingston Machinery 
  by Lynn Grooms

 10 It’s Just Good Business 
  We can’t take that trade 
  by Trent Hummel

 12 People-Smart Leadership  
  Principles 
  How the tough get going when the  
  going gets tough 
  by Dr. Larry Cole

14 Retire, Reward, Recruit 
  and Retain 
  by David Wentz

22 Risk Management Roundup 
  Cyber-crime is scary and expensive 
  by Jerry Leemkuil

 24 WEDA Legal Notes 
  ESOPs: A viable succession planning  
  tool for today’s larger dealers? 
  by Lance Formwalt

FEATURE

COLUMNS INDUSTRY NEWS

15 Electronic logging devices  
  required for commercial  
  trucks by 2017

 16 What drives used value? 
  by Terrence Wynne

 18 Why traditional farming is  
  here to stay 
  by Kit Arrow

20 Improving the dealership  
  Absorption Rate 
  by Dr. Jim Weber

21 Here’s What You Sold 
  AEM Flash Report – U.S.

26 Advertiser Index



4 WESTERN EQUIPMENT DEALER • Summer 2016 WESTERN EQUIPMENT DEALER • Summer 2016 5

WED Feature

is an agricultural 
journalist living in 
Mt. Horeb. Wis. 

LYNN GROOMS

Go out on top” – the phrase has no doubt been spo-
ken to many an athlete thinking about retirement. 
It’s also a piece of advice offered by Ron Lucas to 

dealers. He sold his John Deere dealership about four years 
ago. “You don’t want to wait for a financial problem, a health 
problem or a conflict with a manufacturer,” said Lucas, a hap-
py retiree who just returned from a cruise.  

Neither Lucas nor his partners had successors interested 
in the business so they sold Goodland Greenline – with two 
stores in Goodland and Wheeler, Kansas – to another John 
Deere dealer serving northwest Kansas.

Before making any decision, Lucas talked with his family 
and the Whitham family – his business partners – about want-
ing to retire. Lucas and the Whithams had co-owned Good-
land Greenline since 1987 (to this day, they continue to be 
partners in other businesses). 

“My daughters weren’t interested in owning the dealership 
and our partners didn’t have any heirs who were interested in 
the farm implement business. We agreed it was time to step 
aside and that it also was a good time to sell,” he said, explain-
ing that the dealership’s sales had been especially good between 
2008 and 2011. 

The next step involved talking with John Deere. Lucas and 
his partners met with the manufacturer’s division and territo-
ry managers. “Deere was very complimentary of our business 
and said we could sell to anyone we chose as long as their areas 
were contiguous,” Lucas said.

Next, Goodland Greenline’s owners consulted with their 
accounting firm as well as with their equipment dealer asso-
ciation – Southwestern Association (now the Western Equip-
ment Dealers Association). They spoke with both Jeff Flora, 
who was SouthWestern’s executive director; and Lance Form-
walt, who served as legal counsel to the association. Flora is now 
retired. Formwalt continues to serve as legal counsel for sev-
eral equipment dealer associations and also heads the Equip-
ment Dealer Practice Group for Seigfreid Bingham in Kansas 
City, Mo. “They talked with us about how 
to proceed,” Lucas said. “Lance represent-
ed us throughout the process and brought 
a calming presence. That’s really important 
when you’re making one of the biggest de-
cisions of your life. You must have confi-
dence in your advisors.”

Lucas appreciated Formwalt’s calm demeanor, adding that, 
“Lance once said that whenever one sells a business, it can get 
‘gnarly’ at the end.” 

One of Lucas’s main concerns was getting the most value for 
what he and his partners earned in building the business. An-
other concern was to make sure that the sale outcome would 
provide a comfortable retirement. 

Based on geography and complementary cultures, Goodland 
Greenline offered to sell to American Implement, a John Deere 
dealership with stores in four Kansas cities: Garden City, Scott 
City, Oakley and Colby. Today, American Implement has 14 lo-
cations in western Kansas and one in Walsh, Colorado. 

The companies were in negotiations for about four months, 
keeping their discussions confidential. As soon as they reached 
an agreement and were certain the sale was going to happen, Lu-
cas visited the homes of his dealership’s managers and a few long-
time employees to explain the decision. The following day, em-
ployees of both stores were asked to a meeting where the news was 
announced. “We did it all within a 24-hour period,” Lucas said. 

The transition went relatively smoothly and the buyer of-
fered Goodland Greenline’s owners to stay on as partners. “We 
weren’t interested to stay on as partners,” Lucas said, but he did 
stay with American Implement for three months to help dur-
ing the transition of ownership and meet with key customers. 

Four years later, Lucas said he remains comfortable with the 
decision to sell, both emotionally and financially. His advice 
to other dealers?

“Be confident that selling is what you want to do and do it 
when you have the best control,” he said. “And when you do it, 
do it wholeheartedly; don’t experiment. Be committed.” 

Buyer-initiated deal
Ross Tufford had originally planned to transition AgWest 
Equipment Ltd., his AGCO dealership, to his daughter Joel-
la Turner. But, then he was approached by Toromont Indus-
tries, a Caterpillar dealership interested in buying the business, 
which had two locations in Portage La Prairie and Neepawa, 
Manitoba. Tufford and Turner had a long talk and Turner de-
cided that she wouldn’t be comfortable with the dealership’s 
debt servicing so they agreed to meet with the prospective buy-
er, Tufford said. 

Toromont was primarily a Caterpillar dealership with stores 
in Elie and Brandon, Manitoba. But, it also was selling AG-
CO’s Challenger brand of tractors and CLAAS Lexion com-
bines and was interested in expanding its AGCO business. 
AGCO facilitated the meetings between the two companies. 

“I was comfortable that AGCO supported the transition 
and I worked with AGCO on various issues. We were in reg-
ular communication and they did everything it could do to 
help,” Tufford said. 

Tufford wanted to get the most value as possible from his 
business and used a formula to establish value. He also had an 
audit completed on his business. 

Making sure that his employees would be treated well was 
another priority. But, because the buyer was interested in re-
taining all of the employees, Tufford felt more assured and 
eventually sold to Toromont in 2014. 

Tufford agreed to stay at the dealership for a period of three 
years, but acknowledges that it’s difficult to give up being an 
owner and making the decisions. Transitioning to a new busi-
ness model, computer system and company culture also was 
difficult, he said. 

“You have to be prepared for a bumpy road for a little 
while,” Tufford said. But, he’s glad that he has stayed to help 
smooth the transition. 

When Tufford and Toromont reached the sales agreement 
in 2014, Tufford sent a letter to his customers and a news re-
lease to local media. This was soon followed up by a letter 
from Toromont. 

“That went well, and farmers are accustomed to this type of 
thing,” Tufford said of changes in ownership.  

His advice to other dealers who are considering selling is 
to be prepared for big changes and to learn about the buyer’s 
business models if they agree to stay for a period of time with 
the new buyer. Dealers who aren’t comfortable with giving up 
their independence may be further ahead by selling and mov-
ing on. WED

LYNN GROOMS is an agricultural journalist living in Mount Horeb, Wis.

Ron Lucas sold his business four years ago. Lucas, a former 
Deere dealer in Kansas, initially discussed selling the 
dealership with his family and business partners. Once they 
were given the greenlight to proceed, a series of discussions 
began with an accounting firm, manufacturer officials, 
association staff and association legal counsel. Lucas says 
selling a business is not a decision to take lightly. He says you 
need to be committed, concluding “You must have confidence 
in your advisors.”

THIS ARTICLE IS the last article in a two-part se-
ries about business transitions. The first arti-
cle provided perspectives from business transi-
tion specialists on some of the first steps dealers 
should take if they’re interested in selling their 
business. The following article provides insights 
from two dealers who have gone through the pro-
cess and who share some pieces of advice. 

“ “Be confident that selling 
is what you want to do and 
do it when you have the best 
control. And when you do it, 
do it wholeheartedly; don’t 
experiment. Be committed.”
Ron Lucas, former Deere dealer

“You have to be prepared for a 
bumpy road for a little while.” 
Ross Tufford, former AGCO dealer

By LYNN GROOMS

Business Transition Planning – Part 2
Dealer Perspectives

Ross Tufford originally approached his daughter about 
taking over control of the dealership. When that didn’t pan 
out, Tufford began discussions with another dealership that 
expressed interest in acquiring the business. AGCO, the 
flagship brand at Tufford’s AgWest Equipment Ltd., supported 
the transition. “We were in regular communication and they 
[AGCO] did everything it could do to help,” notes Tufford, who 
agreed to stay on with the new owner for three years after 
AgWest was purchased in 2014.
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Continued on page 8

Livingston 
Machinery 
reflects pride of 
ownership
By LYNN GROOMS

THE PRIDE OF OWNERSHIP shows at Livingston 
Machinery Company. Some of that pride may be 
attributed to the multi-store AGCO dealership hav-
ing an employee stock ownership plan (ESOP), in 
which Livingston Machinery employees can take 
an ownership interest in the company. 

“We’re an employee-owned dealership where our 
performance matters to every employee in the 
same way it would to the owner of a normal 

dealership,” says Shawn Skaggs, COO and executive vice pres-
ident of Livingston Machinery. 

Some of the pride also may be attributed to knowing that an 
equipment dealership like Livingston Machinery can make a 
significant and positive impression on the rural communities 
it serves, suggests Greg Milstead, southwestern region sales di-
rector for AGCO. Over the last five years of calling on the deal-
ership, Milstead has observed how Livingston Machinery’s em-
ployees “think agriculture” when they awake each morning.

“They know how to take care of customers the minute they 
walk in the front door. From inventory to wholegoods to parts 
and service personnel… they also understand they’re making 
a difference in their communities,” Milstead said.

Livingston Machinery recently added Dalhart, Texas, to 
the communities it serves with the acquisition of the Ag Di-
vision of Warren Cat. In an announcement about the acquisi-
tion, Skaggs said “We’re excited to bring our caliber of custom-
er service to Dalhart and surrounding communities.” 

“Our customer service philosophy has always been wanting 

to exceed customer expectations by providing not only an ex-
cellent customer experience when purchasing a machine, but 
also by providing the broadest possible selection of parts and 
best service in our market… 24/7,” Skaggs says.

This includes providing customers different financing op-
tions and recommending equipment that is best for the cus-
tomer within that customer’s trade cycle, he adds. 

Doing whatever it takes to provide great customer service 
and treating customers and employees like family are a couple 
of the many keys to Livingston Machinery’s success, Skaggs says. 
The dealership supports youth development and leadership in 
the Oklahoma, Texas and New Mexico communities it serves 
by donating time and resources to FFA and 4-H programs. 

Another key to the dealership’s success is hiring employees 
who fit its culture, Skaggs says. Hiring people who represent 
the company with honesty and integrity 
was instilled at the start by Earl Livings-
ton, who established the company in 1987 
and still serves as its president and CEO. 
Earl and his wife, Sharon Livingston, sold 
the business in 2009 to the Livingston Ma-
chinery Company ESOP Trust.

Managing change 
While Livingston Machinery is enjoying success, that doesn’t 
mean it doesn’t face its share of challenges. “Right now, our 
biggest challenge is managing change. Our dealership has 
grown at a tremendous rate. With that growth have come 
new lines of equipment, organizational structures, business 
systems, telephone systems and a lot of new people. Finding 
ways to manage all that and still maintain the culture that 
made us successful in the first place is our biggest challenge,” 
Skaggs says. 

“It is difficult to acquire assets financially and culturally, but 
Livingston Machinery has demonstrated the ability to take 
on more geography. It manages the group well,” Milstead says. 

Another big challenge is adjusting to changes that have tak-
en place in the agriculture and oil markets, Skaggs says. “We 
have to be quick enough and then revise our appraisal process 
to fit the new market paradigm. Making sure we address cash 
flow in all of our decisions also is a big challenge. We’ve been 
fortunate enough to have been in a good cash flow position for 
a long time, but the longer that low commodity prices persist 
and make equipment sales harder to come by, the more impor-
tant making smart decisions about future cash flow becomes.”

Livingston Machinery 
Company
Established: 1987

Locations: Six stores in Oklahoma and Texas

Oklahoma Stores: Altus, Chickasha, Fairview, 
Stillwater

Texas Stores: Dalhart, Muleshoe

Owners: Livingston Machinery Company 
Employee Stock Ownership Plan (10 percent 
employee-owned)

Employees: 165

Major lines: Massey Ferguson, Fendt, 
Challenger

Secondary lines: RoGator, TerraGator, 
Sunflower, Gleaner, White, Versatile, MacDon, 
Mahindra, Gehl, Manitou, Woods, Rowse, 
H&S, Trimble, TopCon and others

Customer base: Agriculture, rural lifestyle and 
compact construction customers

Livingston Machinery Team – Chickasha Store

Shawn Skaggs, COO and executive vice 
president, Livingston Machinery

Mark Williams (left), general manager at Livingston 
Machinery’s Fairview, Okla., store, provides customer service 
in the field.

is an agricultural 
journalist living in 
Mt. Horeb. Wis. 

LYNN GROOMS
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Speaking of decisions, how does Livingston Machinery de-
cide what brands to carry? “In the past, our philosophy was 
to take on whatever lines necessary to provide customers with 
a full line offering or lines that were complimentary to other 
products we sold. In some cases, we took on lines where we felt 
our product offering didn’t have certain attachments or capa-
bilities needed to reach different niches in our market. But, as 
we continue to grow and now have a full-line offering through 
the AGCO brands we carry, we’ll become more selective of our 
short lines,” Skaggs says. 

Short lines will need to provide competitive floor plan terms 
and a better return on investment. Skaggs says that the dealer-
ship is setting up a business system to evaluate sales by brand. 

“We must come out in the black to justify the amount of 
time our money is tied up in equipment. We need at least a five 
percent return on equipment sales.”

Livingston Machinery has been a long-time member of the 
Western Equipment Dealers Association, starting as a member 
of the SouthWestern Association. 

“There are a lot of great benefits to being a member of the as-
sociation, but the one that jumps out is the way they have kept 
us abreast of changes in laws and regulations that pertain to 
our business and offering possible solutions to those changes.”

Continued from page 7

Livingston Machinery also uses many of WEDA’s services, 
including the Dealer Institute. We had a lot of people partici-
pate in the Iron Management course and feel like we got a lot 
of value out of that investment. One of our best salespeople 
told me it was hands down the best training he’s ever attend-
ed. We have several people enrolled in the Dealer Manage-
ment course for this year and expect the same kind of results,” 
Skaggs says. WED 

LYNN GROOMS is an agricultural journalist living in Mt. Horeb, Wis. 

▲ Livingston Machinery employees demonstrate equipment and train customers on its use.

Livingston Machinery employs trained technicians who provide service to customers in the field or in the shop. ▼

“Doing whatever it takes to provide 
great customer service and treating 
customers and employees like 
family are a couple of the many keys 
to Livingston Machinery’s success.”
Shawn Skaggs, Livingston Machinery
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is a fourth-gener-
ation agricultural 
equipment dealer 
and a leader in the 
equipment industry. 

TRENT HUMMEL

How insulted might a customer 
become if you said, “We don’t 
want your trade?” We are as-

suming this is a good decision on the deal-
ership side of the deal. The potential trade is 
not something the dealership wants. 

Your customer may think, “Your used 
unit is good enough for me to buy but my 
used unit is not good enough for you to 
buy?” The customer gets ticked off.

To add insult to injury, the customer 
may have bought the unit from you just a 
few years earlier and now the dealership will 
not take it back on trade. 

Ten years ago, we had a customer buy a 
60' cultivator. He paid $60,000 for a brand 
that was well accepted in our market. 

The manufacturer informed us it had 
only sold two new cultivators in our area in 
recent years. This was at a time when our 
farmers were not using cultivators as much 
as they had in previous years.

The market was saturated. Cultiva-
tors were a dime a dozen at auctions, pri-
vate sales and dealership lots. A bid under 
$10,000 could buy a very usable and de-
cent cultivator. 

A nearby dealership had no less than 80 
used cultivators – and made sure that any 
customer who called for a used unit was 
going to own one. Penny a pound was the 
comment regarding cultivators.

With regard to our customer shopping 
the new 60' cultivator, our salesman in-
formed him of the heavy market supply, soft 
used pricing and limited new sales. These 
were great indicators of where the market 
was headed. 

We were trying to steer him away from a 
new purchase. We called competitive deal-
erships that had used 60' cultivators. We 
even asked what price the customer might 
expect to pay for one. We did everything to 
steer him away from a new purchase. 

We can’t take 
that trade
By TRENT HUMMEL

After going around and around for a 
couple of weeks, the customer let us know 
he was going to buy new, either from us or 
someone else. We sold him a new unit. We 
made it clear that we would not and could 
not take this unit on trade anywhere near 
what he was paying. Of course, he said he 
was not planning to trade it anytime soon. 

Two years later, he wanted to trade it. He’d 
been paying attention to how much 60' cul-
tivators in good condition were selling for at 
auction. If he could trade his two-year old 
unit for close to what he paid, he could buy 
five or six used units. Of course, he wasn’t 
planning to buy that many units but this 
strategy would put money in his pocket. 

He was extremely mad when we informed 
him – again – that we could not pay him any-
where near what he paid for the unit new. 
Even his wife reminded him of the concerns 
we expressed when he was shopping the new 
unit. He has not talked to us since. 

We did everything we were supposed to 
do as professional sales consultants and we 
burned a relationship. We should have let 
our competitor sell him the new unit. Hind-
sight is 20/20.

Forward thinking 
Let’s fast forward to the present day. Deal-
erships and producers have inventory man-
agement options that were not available just 
a decade ago. For most in the large machin-
ery business, used equipment management 
is how dealerships make it or break it. If a 
dealership has not realized that by now, ex-
pect trouble on the horizon. 

Without making any recommenda-
tions, following are my thoughts about two 

of the options available to dealers to manage 
used inventory. 

■ EquipLinx
EquipLinx is a company that specializes in 
consigning and selling used equipment for 
dealerships or end users. It advertises and 
markets equipment using the latest elec-
tronic methods. The company reaches cus-
tomers throughout North America and will 
soon begin operations in Australia. 

EquipLinx has carved up North America 
into zones. Each zone is owned and worked 
by an agent. The agent signs up consign-
ments from that zone. The big plus with this 
business model is every agent from every 
zone has access to selling all consignments. 

Consignments do not leave a producer’s 
yard. They’re sold off the farm. For custom-
ers that want the security of having the unit 
in their sheds or the ability to use it, they can 
do so with this type of consignment. 

EquipLinx has been good at coaching 
customers on what pricing they can expect. 
If the customer is going to ask for a price 
well above realistic market value, EquipLinx 
will decline the opportunity to consign. 

Looking back at our cultivator situa-
tion, we might have saved a relationship by 
getting EquipLinx and the customer con-
nected. Somewhere in 
the world, 60' cultiva-
tors were selling. But 
our dealership was not 
marketing to the world 
and we don’t have glob-
al sales reps. 

EquipLinx agents 
live and work in their 

Continued on page 13

For most in the large machinery business, 
used equipment management is how 
dealerships make it or break it.
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In the fall of 2007, I cofounded a company in the one-call in-
dustry. You know what happened in 2008? We burned through our 
start-up cash in a heartbeat. Several times we stared at the doors and 
considered locking them. Each time, we took control and conduct-
ed brainstorming sessions to identify strategies that were being over-
looked because we couldn’t see through the emotional fog. Fast for-
ward to today. We’ve experienced two consecutive profitable years.

Ask for help. There are industry consultants who can help estab-
lish a strategic plan to work through the struggle. Get your talent 
together and conduct brainstorming sessions. Remember that we 
always think of new ideas when challenged by others. As I’ve said 
many times, today’s struggles are the footsteps leading to tomor-
row’s success. 

4. Confidently Expect to Find the Solution
Take advantage of the fact our bodies are hard wired to stay healthy so 
it works 24/7 to rid ourselves of diseases, including stress and tension. 

Fear and other negative emotional states serve to constrict our 
thinking. That’s not helping us. It’s okay to fake it until we make it. So, 
act confidently that the answers will become obvious. Doing so opens 
our minds and thoughts will flow. Our brains are amazing. We expect 
to find the answers for which we’re searching and they will appear in 
the conscious mind so the body can return to a state of balance.

5. Have an Objective Open Mind
To paraphrase an old proverb, “a made up mind loses its objectivity.”  
This is a critical but challenging tool to use. To do so requires us to be 
aware of our internal chatter that we’re supporting a position while de-
nying others. It’s at this point we must redirect our focus to evaluate all 
options to ensure we select the best option. 

6. Be Persistent
A ski instructor gave my wife and me sage advice. He emphasized that 
regardless of how much we may feel out of con-
trol on the slope always look where you want to 
go because our bodies tend to follow our eyes. 
As mentioned in tool number 4, take advantage 
of the fact that our bodies want to reduce ten-
sion. Stay focused on where you want to go and 
persistently put into place your strategic plans to 
win through this market correction. Trust your 
brain to generate the needed answers.

DR. LARRY COLE

is a lead trainer 
for the Western 
Equipment Dealers 
Association’s 
Dealers Institute. 

Several columnists in the spring 2016 issue of this magazine 
mentioned the effects the current market correction could 
have on businesses. Trent Hummel spoke of the survival of 

the fittest and that some 40 percent of dealerships may not survive 
this correction. Dr. Jim Weber cited the popular expression “as the 
going gets tough, the tough get going.” So, I thought an article about 
how the tough get going may be relevant. Looking into our psycho-
logical toolbox, I see 11 tools that can be put to work for leaders who 
want to strengthen their “be tough” attitude.

1. Accept the Brutal Truth
Yes, there are factors out of our control creating the present market 
conditions. Accepting this fact prepares us for the next tool.

2. Take Control
Tough times put us at a point where we must make a choice as illus-
trated below:

How the tough 
get going when 
the going gets 
tough
By DR. LARRY COLE 

7. Support Groups
Sad to say that during troubling times we naturally focus on pain, 
such as frustration, discouragement, anger, and even depression. 
These negative emotions captivate our attention. Now is the time 
to rely on support groups. Research suggests that effective support 
groups can be powerful medicine to keep us healthy. A support group 
allows us to discuss troubling times and venting can be healthy. Sup-
port groups help us feel more secure at a time when we feel that we’re 
walking on thin ice.

A dealer 20 group is a natural support group. Ideally, those 
within the group can discuss the market correction in between reg-
ularly scheduled meetings. Talking about issues and knowing that 
others are in the same boat is cathartic. Plus, this is an excellent re-
source to brainstorm ideas. Other natural support groups are fam-
ily and friends.

8. Take Advantage of the Opportunity
I was working with a construction company when 2008 decimated 
the building industry. As much as everyone hated to experience this 
downturn the owner decided to take advantage of the slowdown to 
train employees in preparation for the next wave of new business. To-
day the company is operating at 110 percent of capacity.

What can you do to prepare for the recovery that is sure to follow 
current market corrections? Is this the time to catch up on develop-
ing your talent?

9. Faith in a Higher Power
I would be remiss if I didn’t mention that believing in a higher pow-
er may help you. Such belief is comforting and offers tremendous 
psychological security. If you believe the higher power assists you, 
then that assistance is forthcoming and that is all that’s important.

10. Personal Benefits
I know it sounds like an oxymoron but take the time to record the 
personal benefits associated with weathering this storm. Two come 
to mind immediately. One is the increase of self-confidence because 
you successfully weathered the storm. Second is the increase of self-
respect because you kept your eyes locked onto where you want to go 
instead of crashing with negative feelings. With a little thought, I’m 
confident that you can add to my list. 

11. Count Your Blessings
Last but certainly not least, list your blessings and then prioritize 
them. I think you’ll find this to be a challenge. Review and think 
about your blessings at the beginning of every day and you’ll find 
that it provides an emotional boost.

In conclusion, you now have 11 tools to use to get tougher dur-
ing the tough times. Like any tool, it only works when it’s used. So 
take the words out of this article and put them to work in your dai-
ly life. WED

LARRY COLE, Ph.D., is a lead trainer for and consultant to the Western Equipment Dealers 
Association’s Dealer Institute. He provides on site training and public courses to improve 
business leadership effectiveness and internal and external customer service. Please send 
questions and/or comments to lcole@westerneda.com. 

zones. Perhaps they may have been able to sell the cultivator we 
wouldn’t touch in another market at a price acceptable to the custom-
er. And, best of all, we might have avoided a sticky situation and the 
loss of that customer. 

■ IronConnect
Another used equipment avenue is IronConnect. This is not to be 
confused with anything related to longtime industry technology 
company IRON Solutions. IronConnect is a dealership-to-dealer-
ship marketing network. 

IronConnect’s business model is to provide dealerships the ability 
to advertise used equipment to each other at wholesale prices. End us-
ers do not have access to these wholesale prices. 

About 12 years ago, another company tried a dealer-to-dealer on-
line auction. Only registered dealerships could bid or consign units. 
The thought behind this project was sound but many dealerships were 
not ready for this new program. At the time, dealerships found it dif-
ficult to sell equipment at wholesale or below cost. 

We were told of the hundreds of units consigned to the four-five 
online auctions, less than 20 percent sold. With these results, this was 
not sustainable as an online auction company. 

IronConnect has a similar model, less the auction. IronConnect 
allows a dealership to post a unit at wholesale pricing with hope an-
other dealership will buy it. 

The big benefit of this is the ability of dealerships to contact each 
other, regardless of brand, to hammer out a deal. There might be op-
tions the selling dealership might consider, such as removing an at-
tachment to reduce price, cost-sharing freight, trading units instead 
of selling for cash, or any one of a hundred ideas to move the unit to 
another dealership. 

With IronConnect, imagine a situation where one dealership 
brings a customer to a competitive dealership’s lot to show a unit. 
Think about this scenario: A John Deere truck pulls into a Case IH 
dealership. Out of the truck jumps a JD salesman and his customer to 
look over a used unit on the Case dealership’s yard. 

Now imagine the Case sales manager walking out with the keys 
in hand to allow the JD salesman’s customer the opportunity to start, 
drive and operate the used unit on the Case dealer’s lot. 

In summary
We’ve had the opportunity to work with a dealership that does not 
stock any of its trades. When trades are offered to the dealership, the 
dealership e-mails details to various wholesalers. The highest bid wins. 

This dealership may be leaving money on the table since some used 
items should be able to generate acceptable gross margin dollars. But 
this is a method that is working and we can’t argue with that. How- 
ever, wholesaling every piece might not work for dealers who sell large 
ag equipment.

There is no golden bullet to get all our used units sold nor is there 
one method that will work in all product categories. The failure we see 
is not from trying but in not trying. Trying new ideas that fail is not a 
failure. It tells us what does not work or what needs a little modifica-
tion. The biggest failure is not trying.

We encourage dealers to explore and try everything to move used 
iron. Offer customers alternative solutions to avoid taking in undesir-
able units. It’s just good business. WED

“Tough times never last, 
  but tough people do.”
  – Robert Schuller

Continued from page 10

We decide to be a victim of the tough times… or take control of 
our emotions by putting the following tools to work. Immediately 
upon deciding to do so, we begin to relax and begin the journey to be 
resilient and bounce back from the tough times. 

3. Optimistically Look For Answers
Look at your hand and find something about it you don’t like – dirty 
fingernails, wrinkles or whatever. Now find something you like, per-
haps all five fingers work. The psychological points made are clear: 
Everything has negative and positive characteristics and we find 
those for which we look. Neuroscience tells us our thoughts are pro-
cessed one at a time so when we look for the good we can’t see the bad 
until we give ourselves permission to do so.

Take the High Road

 Take Control Use the Tools Success

 Its Victim Controlled by 
Demise

  Tough Times

Tough
Times

We can’t take that trade
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I recently visited two very different 
implement dealerships in the same 
week and I had the same question 

asked, “What should our 401(k) retire-
ment plan look like?” Obviously, that’s 
a big question and one that makes a lot 
of sense. Most dealers spend consider-
able resources on their employee benefit 
plans and they want to know their time 
and money are well spent. 

All retirement plans should accom-
plish some of the following from the 4 
R’s – Retire, Reward, Recruit and Retain 
employees. The really good plan designs 
accomplish all of the above. No matter 
how many employees work at the deal-
ership, attention should be paid to what 
the plan is intended to accomplish. There 
is no right or wrong answer and there are 
big differences based on the size of dealer-
ships, the makeup of the dealership group, 
the age of the employees, culture, etc.

Investment options
The purpose of a 401(k) plan is to help 
employees save for retirement. There-
fore, a wide array of investment options 
should be made available to meet the 
needs of both conservative and aggres-
sive investors. Conservative investors 
will primarily want to use guaranteed ac-
counts, stable value funds, money mar-
kets, or bond funds. Of course, the more 
aggressive investors will want to be in the 
stock market and should have choices be-
tween domestic / foreign funds, large / 
mid / small caps, growth / value styles, 
and active / passive investing. Finally, it 
also makes sense to consider target date 
funds, which are managed according to 
sound investment principles based on 
an employee’s age and anticipated retire-
ment date. 

Traditional vs. Roth
A Traditional 401(k) plan allows em-
ployees to make contributions into the 

Retire, Reward, 
Recruit and Retain
By DAVID WENTZ

plan on a pre-tax 
basis and the sav-
ings and income in 
the account accu-
mulate tax deferred. 
Contributions and 
gains in the account 
are then taxed at the participant’s tax 
bracket when the income is withdrawn. 
On the other hand, a Roth 401(k) op-
tion also gives participants the ability to 
invest after-tax contributions compared 
to the pre-tax traditional contributions. 
Roth money is taxed upfront, but gives 
the participant the ability to accumu-
late tax-free earnings and tax-free income 
when they withdraw investment savings 
at retirement. 

Eligibility
A plan’s eligibility requirements stipu-
late when an employee may enter into 
the plan itself. Different requirements 
may be used at the Plan Sponsor’s dis-
cretion. Such time periods as immedi-
ate eligibility, one month of service, six 
months of service, or one year of ser-
vice (1,000 hours) are common. The 
Plan Sponsor may also elect to set dif-
ferent eligibility requirements for differ-
ent contributions. They may allow an 
employee to begin to defer immediate-
ly, but complete a year of service before 
receiving any employer contributions. 
The Plan Sponsor will also elect the en-
try dates as to when a participant comes 
into the plan after meeting the eligibili-
ty requirement. These dates are typically 
immediate, monthly, quarterly, or semi-
annual entry dates. It can be extended 
out as far as annual entry dates. 

Matching
One of the first questions asked when 
participants in a dealership are enrolled 
is how much does the company match. 
While it certainly helps plan participa-

tion to have a match, it is not mandato-
ry. I would make the argument it is more 
important to have a plan than a match. 
There are major advantages to saving 
through qualified plans as opposed to an 
IRA; higher deferral amounts ($18,000 
vs $5,500), ability to get loans, receiving 
the tax benefit sooner, and ease of invest-
ment as the money goes right from the 
employer to the employee’s account. 

The match an employer makes through 
the 401(k) definitely helps with all ele-
ments of the 4 R’s. The match should be 
written in your plan document as discre-
tionary. As in, it can be stopped if need-
ed. The best benefit is a job not the 401(k) 
match. On a side note, some employers 
stop the match in tough economic times 
and then restart when the business im-
proves. The matches we see most often 
are $.25/1.00 to 4 percent, $.50/1.00 to 
6 percent and the safe harbor of $1/1 to 3 
percent and $.50/1 to 5 percent. The safe 
harbor design has some unique features. 
There is no discrimination test because 
of the generous match and 100 percent 
vesting on the employer contribution al-
lows all employees, including the own-
ers, to defer the max 2016 amount of 
$18,000. We also see some dealers offer-
ing discretionary profit sharing over and 
above the 401(k) match, however this is a 
small group.

Vesting
The vesting require-
ments for non-safe 
harbor plans needs 
to be no more ex-
treme than shown 

Effective Dec. 18, 2017, 
all DOT-regulated trucks will be re-
quired to have Electronic Logging 
Devices (ELD) installed. 

According to Mike Harp, a DOT 
compliance advisor to the Western 
Equipment Dealers Association, the 
ELDs will replace paper logbooks 
used by drivers to keep track of Hours 
of Service (HOS) and Records of 
Duty Status (RODS). 

“Most dealers who own and driv-
ers who operate DOT-regulated trucks 
are familiar with the countless ac-
ronyms used in the industry,” notes 
Harp, who owns Corporate Safety 
Compliance, Inc. (CSC), Maize, Kan. 
“For those who aren’t, the bottom line 
is an ELD automatically records driv-
ing time, monitors engine hours, vehi-
cle movement, miles driven, and loca-
tion information.” 

DOT safety regulations limit the 
number of hours commercial drivers 
can be on duty and still drive – and 
the number of hours spent driving. 
DOT administrators say the “limi-
tations are designed to prevent truck 
and bus drivers from becoming fa-
tigued while driving, and require that 
drivers take a work break and have a 
sufficient off-duty rest period before 
returning to on-duty status.”

Harp says some dealers may have 
installed DOT-compliant Automat-
ic On-Board Recording Devices pri-
or to the ELD Final Rule, which was 
published late last year. However, he 
says those devices were grandfathered 
in under the current rule but will need 
to be replaced in 2019.

Electronic logging devices required 
for commercial trucks by 2017
Western Equipment Dealers Association (WEDA) members who own and operate 
commercial trucks have another deadline to add to 
their calendars

ELDs allow drivers to electronically 
enter their Hours of Service (HOS), 
eliminating the need for paper log 
books to help reduce violations and 
improve compliance.

Photo courtesy of PeopleNet – www.peoplenetonline.com

Continued on page 17
is CEO of Tax 
Favored Benefits, 
Overland Park, Kan. 

DAVID WENTZ

Harp says an Internet search about 
ELDs will turn up a number of manu-
facturers. He cautions, however, only 
devices approved by DOT will satis-
fy requirements under the new law. 
Harp says dealers are welcome to call 
his company about the ELD recom-
mended to WEDA members. 

Limited exceptions
Harp also says there are limited excep-
tions to the final ELD mandate. 

These include:

• drivers who use paper logs for 
not more than eight days during 
any 30-day period (refer to DOT 
regulation CFR 395.1);

• drivers who conduct drive-away/
tow-away operation, where the 
vehicle is the product being de-
livered; and 

• drivers of vehicles manufactured 
before model year 2000 because 
of issues related to connectivity. 

While some owners and operators 
have criticized the ELD mandate, 
Harp believes using this technology 
will be helpful to dealers who main-
tain DOT-regulated vehicles. “These 
devices can be programmed to elimi-
nate or certainly reduce violations of 
operating a commercial truck. More-
over, these devices log everything 
DOT inspectors will look for dur-
ing on-road inspections or an audit. 
Simply, the devices make it easier and 
faster to accurately track and manage 
commercial truck operation.”

The ELD Final Rule permits the 
use of smartphones and other wire-
less devices as ELDs as long as they 
are certified, listed on the website 
of the Federal Motor Carrier Safety 
Administration, and meet technical 
specifications. Canadian- and Mexi-
can-domiciled drivers will also be re-
quired to use ELDs when operating 
on U.S. roadways.

FOR INFORMATION, call Mike Harp, 
Corporate Safety Compliance, at 
316-201-6750 or send an e-mail 
to mike.harp@cscks.com. CSC has 
been working with WEDA mem-
bers for many years and continues 
to advise the association on DOT 
regulations. WED

Additional information about the ELD Final Rule 
is also available at https://www.fmcsa.dot.
gov/newsroom/electronic-logging-devices-be-
required-across-commercial-truck-and-bus-
industries#sthash.2KshI9XS.dpuf. 
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The material recovery will start in 2018 and we foresee a 
21 percent increase through 2020. The recovery in demand 
will be driven by commodities and used equipment trade-in 
cycles from the significant pull-ahead and pull-up sales on 
new equipment during 2011 through 2014. This demand 
will bring a noticeable improvement in used pricing begin-
ning in 2018.

Used Supply
It isn’t news to anyone in the industry that there is currently a 
used supply surplus. This has been one of the most challenging 
market conditions for dealers – selling down used inventories 
in a low demand market. IRON Guides’ annual used supply 
index and forecast through 2022 (>100HP Tractors and Com-
bines, 2015 = 100 percent) shows used supply volume remain-
ing at high levels through 2016 with an 8 percent downturn 
in 2017, nearly 15 percent in 2018, and another 10 percent in 
2019. The decreases will bring used supply back into balance 
by 2018 and 2019 and support used price increases. 

The challenges for OEMs and dealers will remain with us 
for 2016. Working through 2017 and 2018, understanding 
what drives the market today and having foresight into those 
market drivers in the future can allow dealers to take proac-
tive counter measures. A combination of 
managing and right-sizing used invento-
ry levels, setting effective trade-in values 
based on future trends and economic con-
ditions, and measuring acceptable risk on 
a unit by unit basis, will allow dealers to 
optimize their business. WED

TERRENCE WYNNE is vice president of Analytics and Data 
Services at IRON Solutions. For more information, call 1-877-
266-4766 or write to sales@ironsolutions.com. 

in table A for employer matching unless 
the plan wants to seek individual per-
mission from the DOL (which is not 
recommended). 

rolling and saving for their retirement. 
Education of the plan and its features 
should be provided on a regular basis. 
Participants should have one-on-one ac- 
cess to an investment professional who 
can advise both experienced and novice 
investors. Participants should have ac-
cess to their account and its administra-
tion via the Internet. 

In summary, with proper planning 
and design, an employer’s retirement 
plan benefit can be a very influential as-
pect of an employee’s decision to accept 
and maintain employment with your 
organization (Recruit and Retain), in 
addition to providing essential retire-
ment benefits to your workforce (Retire 
and Reward). WED 

DAVID WENTZ is CEO of Tax Favored Benefits, Overland 
Park, Kan. Wentz is a graduate of the University of 
Kansas School of Law with a Juris Doctor degree. Wentz 
frequently speaks at various professional and business 
seminars about pensions, profit sharing, 401(k) plans, tax 
favored benefits, and investment programs. Tax Favored 
Benefits is an endorsed provider of the Western Equipment 
Dealers Association. More information is available at 
www.taxfavoredbenefits.com. 

Retire, Reward, Recruit and Retain
Continued from page 14

There are a number of factors that drive used equip-
ment values. The three main drivers of today’s ag 
equipment market performance are depressed com-

modity prices, low demand for new equipment and a used 
supply surplus. The question dealers are asking is what is the 
long-term-outlook?

IRON Guides combines its proprietary IRON database of 
sold equipment, data from various industry sources and its 
own analytics tools to create a robust data set to deliver insight 
about the ag equipment industry and provide a framework for 
understanding today’s and tomorrow’s markets. 

Commodities and Grower Profitability
 The market has certainly lived up to the motto that cash is king 
when it comes to demand for ag equipment. IRON Guides’ 
annual commodities index and forecast through 2022 (2015 = 
100 percent), show already depressed commodity prices being 
flat or slightly down in 2016, continuing the downward pres-
sure on used equipment prices for the remainder of the year. 
Looking forward and driven by demand and reduced stocks, 
corn is the recovery leader with a 15-18 percent price increase 
through 2018. The Index shows steady price recovery through 
2022. IRON Guides’ estimates the average effect on used pric-
es for 1-5 year old equipment to be roughly $4,000 for every 
$.50 change in corn. 

New Unit Sales
Demand for new equipment remains low in alignment with 
commodities and expected grower profits. IRON Guides’ an-
nual U.S. new sales index and forecast through 2022 (>100HP 
tractors and combines, 2015 = 100 percent) indicates new 
unit sales will be down 2-3 percent in 2016, while turning up 
modestly in 2017. Even with uptick, total sales in 2017 will 
still be at low total levels.

What drives used value?
IRON Guides long-term outlook 
By TERRENCE WYNNE

Commodities and Grower 
Profitability New Unit Sales Used Supply

is vice president of 
Analytics and Data 
Services at IRON 
Solutions. 

TERRENCE WYNNE

The other vesting schedule, table B, 
the DOL will accept without special 
permission is cliff vesting.

Our experience with vesting is that 
employees view the gradual vesting 
more favorably and most employers 
also prefer the gradual vesting as a re-
tention vehicle. Of course, more liberal 
vesting schedules (table C) can be used 
in a plan.

Loans
Should a plan offer loans to its par-
ticipants is a hot topic. About 50 per-
cent of our corporate clients offer the 
loan feature. Vanguard and Fidelity 
publish similar statistics. I would say 
the loan feature is more often utilized 
by baby boomers but millennials in-
quire about it more often. Loans are 
a bit tricky in that once they are in a 
plan they are very difficult to remove. 
I would likewise recommend offering 
a broad loan feature that could be nar-
rowed later if the Trustees decide. A 
popular compromise is to offer a loan 
with hardship features.

Servicing
A plan must have a robust servicing plat-
form to assist your participants in en-
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Last year, I wrote a blog about the 
future of food and how we would 
need to use a number of alterna-

tive methods to farming in order to feed 
everyone. I didn’t manage to fit the rest of 
the information in that blog about how 
we would still need to farm and grow 
food to feed a global population of more 
than 9 billion. You’ll note I didn’t say “use 
traditional farming methods” there be-
cause we will actually be using modern 
and futuristic methods instead.

Farmers in glass houses
Industrial greenhouse usage is 50 years 
old now and only set to expand. As pric-
es rise on produce due to water short-
ages and climate change, more people 
are turning to greenhouses to grow their 
plants. They’re not exposed to the wind 
and can be climate controlled, to a de-
gree. Water is kept in as part of a closed 
system, rather than allowed to run off or 
evaporate away, and they also have the 
advantage of being able to grow plants 
in otherwise harsh environments, such 
as deserts, assuming you can secure a 
water supply. As a matter of fact, if you 
combine solar farms and greenhous-
es en masse, you have quite the set-up, 
turning otherwise unusable land into 
profitable enterprises. So long as a wa-
ter supply can be arranged, even hard, 
rocky soil can be home to delicate plants 
in the raised beds of greenhouses.

Pretty in pink
The level beyond greenhouses are “pink-
houses,” retrofitted warehouses and 

Why traditional farming 
is here to stay

buildings that don’t even need windows 
and light the plants with red and blue 
LEDs, the wavelengths that plants ab-
sorb best. While there is a sharp cost 
up front to buy the property and lights, 
the increase in efficiency is enormous. 
Plants grow almost twice as well un-
der these colored lights rather than the 
broad spectrum light from the sun, and 
with complete climate control, it is pos-
sible to set up pinkhouses anywhere 
there is power, from Siberia to the Sa-
hara. Rather than be at the mercy of the 
growing season, and produce at most 
two crops a year, pinkhouses can man-
age six harvests, since with complete cli-
mate controls you don’t need to stop for 
the winter. As an added bonus, these 
set-ups will most likely exist in cities, 
greatly reducing the travel distance for 
the food, and the pollution associated 
with shipping.

From waste to waist
As my colleague Richard Worzel not-
ed in a previous blog, water is going to 
be scarce in the future. Unfortunate-
ly, plants need three things – light, nu-
trients and water. Light has been dis-
cussed, and nutrients come from the air 
and soil, but water is an issue. I see an 
opportunity here to kill two birds with 
one stone. Cleaned wastewater is being 
spoken of as the future of potable water, 
but it’s a hard sell to get it to consumers 
no matter how much it’s been cleaned. 
It doesn’t matter that it is chemically 
cleaner than tap water, there is a psycho-
logical barrier that is hard to overcome.

ability of algae to replace ethanol bio-
fuel that I find the most exciting. Of 
the more than 90 million acres of corn 
planted in the U.S. every year, 40 per-
cent of that is for ethanol and biofuel. 
That’s almost 40 million acres just for 
biofuels. If we converted that to algae 
for biofuel, we could grow that in two 
million acres, and we could do it in non-
arable land, leaving an area larger than 
Greece free for cultivation of crops for 
human consumption.

Getting smart about the 
great outdoors
As much as “pinkhouses” and nontradi-
tional methods of cultivating plants ap-
peal, we will still need dirt farms. Grain 
staples, such as corn, rice and wheat, are 
grown on a small profit margin, and can 
only be profitable (and therefore have 
people willing to grow them) by grow-
ing in mass quantities. It’s just not feasi-
ble to do that inside, which leaves out-
door farming as the only real option for 
such things.

These are not the farms that some 
of you may have grown up with or 
seen on TV. Just like telephones, farms 
have gotten smart. This includes trac-
tors and plows with GPS and straight-
drive programs, integrated computers 
to keep track of harvest and watering 
schedules, soil and temperature moni-
tors that send SMS alerts, and a whole 
host of gadgets to make farming easier, 
faster and cheaper. Watering becomes 
automated, based on results from soil 
probes, even the distance between 

plants is carefully calculated to obtain 
maximum yield.

This is particularly needful in the less 
developed areas of the world. Large parts 
of the world are still using farming tech-
niques hundreds, if not thousands, of 
years old. They are ignorant of the mas-
sive improvements in cultivation tech-
niques, even non-technological tech-
niques that could turn a mediocre crop 
into a moneymaking one. The changes 
to irrigation alone in the last 100 years 
could increase worldwide food produc-
tion by a significant amount. Educat-
ing and assisting the less technological 
farms will have benefits for everyone, in 
the long run.

Orchards need more than 
roots
Orchards and vineyards suffer from the 
same issues as staple plants – need for 
space means interior growing is insuffi-
cient for most purposes. But they aren’t 
looking at a technological revolution – 
they’re looking at a mathematical one.

For at least 50 years, orchards and 
vineyards have been collecting data on 
what works best, and sharing it. Teams 
of scientists have developed models, 
which were then tested, and finally im-
plemented, and the results are clear. 
By using these techniques, along with 
controlled breeding of the plants to 
emphasize desired characteristics, or-
chards have increased average tree den-
sity (in the U.S.) from 40 trees/acre 50 
years ago to over 3,000 trees/acre in ex-
treme cases.

is a futurist with a 
focus on science 
and technology. 

KIT ARROW

A traditional greenhouse uses sunlight to grow plants. But researchers have 
discovered the use of pink lights, a combination of red and blue wavelengths, 
is sufficient for plant life. As a result, plants can be grown in limited light 
environments, such as old warehouses and other buildings.

But plants don’t care about the taste, 
so why not use it for them? Reclaim wa-
ter from municipal waste and send it to 
pinkhouses and greenhouses for plant 
use. It doesn’t matter to me if my toma-
toes were fed Perrier or poop water, so 
it’s an easy work-around for two issues 
at once.

Vegetables of the sea
While it’s certainly not a new idea, al-
gae farming, or algaculture, is taking 
off and increasing in popularity due 
to a number of factors. For starters, al-
gae are versatile. Various uses for al-
gae include bioplastics, fuel, pharma-
ceuticals, pollution control, and, yes, 
food. A number of traditional dish- 
es from around the 
world include algae, 
including nori and 
laverbread, and algae 
with high levels of 
protein can be used 
as a nutritional sup-
plement. But it’s the 

This concept is interesting to me be-
cause it doesn’t involve high-tech imple-
mentation. Once the solution has been 
found, it can be used anywhere. Yes, 
the same smart systems that I described 
previously can be used for orchard and 
vineyard management, but trees are 
largely stable, once grown, and need less 
care than more delicate plants do.

Yes, we will have GMOs
Of all the topics I write about, GMOs 
are probably the most contentious. 
They are either heralded as a savior, as 
in the case of golden rice and Hawaiian 
papayas, or demonized as unethical and 
dangerous, as with certain companies, 
and the switch back to organic papayas 
in Hawaii. Many people hate GMOs, 
consider them unnatural, and don’t 
want them anywhere near their plates. 
But with climate change wreaking hav-
oc on farmlands, and blights and viruses 
hammering crops, GMOs may be nec-
essary to keep everyone fed.

Do not take this as a wholehearted 
endorsement for all GMOs. I believe 
that while some are good, and even nec-
essary, each one should be judged by 
its own merits, and care should be tak-
en. Invasive species are a cautionary tale 
that all should heed, but letting people 
starve, or go blind because of dislike for 
a method is going too far in the other 
direction. I believe we should promote 
safe and properly regulated GMO use, 
but use them all the same.

The United Nations estimates we 
will have a world population of 9.6 bil-
lion by 2050. That is nearly a third more 
than our current population. We cur-
rently have more than 10 percent of the 
world population suffering from mal-
nutrition. This means that we need to 
feed over 3 billion more people in the 
next 35 years. That will be the single 
largest increase in food production in 
human history. But we can do it, we 
have the technology. WED

© Copyright, IF Research, February 2016.

KIT ARROW is a futurist with a focus on science and 
technology. His experience in the biosciences, both at 
Roswell Park Cancer Institute and the University of Guelph, 
have given him strong insights into trends in science. For 
information, visit www.kitarrow.com or email kitarrow@
futuresearch.com. 

The United Nations 
estimates we 
will have a world 
population of 9.6 
billion by 2050… 
This means that we 
need to feed over 3 
billion more people 
in the next 35 years.

By KIT ARROW



Traditional Dealers Versus Contemporary Dealers
TRADITIONAL CONTEMPORARY

New Equipment Sales Service Sales

Used Equipment Sales Part Sales

Part Sales Used Equipment Sales

Service Sales New Equipment Sales

 Parts Gross Margin Dollars + Service Gross Margin Dollars
Absorption Rate =  ____________________________________________
 Total Dealership Expenses

 
Absorption Rate =

 $618,557 + $616,579
    $1,789,851
 
 Absorption Rate =  $1,235,136
    $1,789,851

 Absorption Rate =  69.00%

Total Dealership Expenses $1,789,850

– Parts and Service Gross Margin Dollars $1,235,137

= Expense Differential $554,713

÷ New and Used Wholegoods Gross Margin Percent 5.46%

=
Required New & Used Wholegood Sales at Prevailing
     Sales Mix and Margins

$10,153,458

Actual Labor Gross Margin Targeted Labor Gross Margin

Total Hrs Pd 16,100 Total Hrs Pd 16,100

Actual RR x 70.00% Actual RR x 77.50%

Labor Hrs Sold = 11,270.0 Labor Hrs Sold = 12,477.5

Labor Rate x $95.00 Labor Rate x $100.00

Labor Sales = $1,070,650 Labor Sales = $1,247,750

Labor GM % x 60.00% Labor GM % x 60.00%

Labor GM $ = $642,390 Labor GM $ = $748,650
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has been a manage-
ment consultant 
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construction and 
outdoor power 
equipment indus-
tries for over 30 
years. 

DR. JIM WEBER

A few years ago when commodity prices were at an all-time high, I  
read an interesting article about a dealership and the family that   
 owned and managed the business.  What stood out in that arti-

cle was a comment made by one of the owners that he thought that “the ab-
sorption rate was an overrated metric” and that his dealership “was focused 
on the selling of machinery.”

Unfortunately, this is the sentiment of far too many dealers, especially 
those that are chained to the past, who still believe that machinery sales are 
the lifeblood of the dealership and that service sales are simply a necessary 
evil.  Traditional dealers who think this way will usually do well in a mar-
ket with high demand and rising prices, but will generally find themselves 
cash poor in a market of declining sales and dwindling machinery margins.

Several years ago I gave a speech to fourteen Caterpillar dealers on the 
subject of absorption rate.  When I concluded I had two dealers retain my 
services to help them improve their absorption rate.  The first dealer had an 
absorption rate of 88%.  When asked what his goal was, he told me that “he 
would like to achieve an absorption rate of 100%.”  I told him that would 
not be difficult to achieve and further stated that I would get back to him 
with a plan to facilitate the achievement of that objective.

The second dealer had a similar request.  However, when I asked him 
what his existing absorption rate was and what was his intended goal, I was 
told that his dealership, with multiple locations, presently had a company-
wide absorption rate of 118% and that they would like to get it to 125%.  In-
credulously, I looked at this individual and said the following:  “I have met 
some greedy dealers in my time, but you are without a doubt the greediest of 
them all.”  I continued by saying that, “you do know that at 100% you can 
clean the clock of the competition.”  He responded by saying that “his com-
pany didn’t worry about the competition, but that they were more interested 
in increasing the bottom line and taking cash to the bank.”  

It is dealers like these two that have made Caterpillar the number one 
construction equipment company in the world and the leader by a mile in 
North America.  These are dealers that are not chained to the past, but un-
derstand clearly what it takes to be financially successful.  

Of course, dealers who eschew important dealership metrics versus those 
who embrace such metrics illustrate the difference between traditional 
dealers and contemporary dealers.  Traditional dealers are focused on ma-
chinery sales and paper profits while contemporaneous dealers are focused 
on product support and positive cash flow.  The following table illustrates 
the key difference between these two types of dealers.

Ideally, a well-run dealership will have an absorption rate that exceeds 
90% and should approximate, or exceed, 100%.  I have long maintained 
that the first dealership in a marketplace who gets to 100% will win the 
“war,” while the dealer network that gets to 100% first will do likewise.   Us-
ing the data for the year 2014 – as illustrated in the 2015 Cost of Doing 
Business Study – to calculate the average North American dealer’s absorp-
tion rate reveals that much work needs to be undertaken to accomplish an 
acceptable absorption rate.  Using the above formula together with the data 
from the 2015 Cost of Doing Business Study, the average dealer’s absorption 
rate was calculated as follow.

As machinery sales continue their inexorable downward trajectory, it will 
become imperative that dealers focus on significantly increasing their ab-
sorption rate.  And, increasing the absorption rate will be achieved by either 
increasing the parts and/or service gross margin and/or reducing the deal-
ership expenses.

Clearly, the fastest way to increase a dealership’s absorption rate is to in-
crease the service department gross margin.  This can be accomplished by in-
creasing the department’s recovery rate, increasing the prevailing labor rate, 
adding or increasing ancillary charges, and marketing for incremental labor.  
Of course, if the dealership employs a traditional service manager who is 
sympathetic to the end user, lacks motivation, resents marketing, and prides 
himself on his technical expertise, then making the necessary changes will 
become an exercise in futility. 

Far too many dealers continue to commit the cardinal sin of selecting a 
service manager by “promoting their best mechanic” into the position.  To-
day’s service manager should be a tactician rather than a technician; a people 
person rather than a machine diagnostician, and a paper pusher rather than 
a wrench puller.  Future performance will be rated not on how fast the ser-
vice manager completed a technical job, but rather, on how fast the service 
manager completed a work order.

Today’s service manager should have four overriding qualities.  First, he 
should be a motivator, coach and facilitator capable of managing a disparate 
and diverse group of individuals.  Second, today’s service manager should 
be a communicator who bases his communications on honesty and integ-
rity while practicing good time management.  Third, today’s service man-
ager should be a marketer committed to increasing customer labor sales by 
continually and forcefully selling himself, his/her department, and the over-
all dealership. And fourth, today’s service manager should have a penchant, 
rather than an aversion, for paperwork. 

Let’s assume that the average service department in North America em-
ploys 7 technicians who average 2,300 of paid hours per year.  Let’s also as-
sume that the service department has an existing labor rate of $95.00 per 
hour, a recovery rate of 70%, and a labor gross margin that averages 60%.  
If that dealership were to achieve just two objectives, namely, increase their 
recovery rate by 7.5% while concomitantly increasing their labor rate by 
$5.00, the service department would contribute more than $100,000 to the 
dealership’s absorption rate.  The math behind these calculations is below.  

Everything else the same, these two improvements would increase the av-
erage North American dealership’s absorption rate from 69.00% to 74.95%.  
It’s interesting to note, however, that even with these improvements, the ser-
vice department will still have over 500 hours of unsold time per technician 
per year.  Clearly not the sign of a contemporary service manager who is fo-
cused on detail.

Nevertheless, If in fact the service manager were to improve the recov-
ery rate from 70.00% to 77.50% and the hours sold were to increase from 
11,270 to 12,477, then the incremental labor sales would also produce an 
increase in parts sales.  Let’s assume a one-to-one relationship between labor 
sales and part sales and let’s further assume that the dealership holds a parts 
gross margin of 29.50%, the dealership would then generate an additional 
$52,245 in parts gross margin which, in turn, would increase the absorption 
rate from 74.95% to 77.86%

For most dealerships, the fastest way to increase the absorption rate would 
be to hire one or two additional technicians.  Given all of the above, each 
additional technician would increase the absorption rate by 8-10%.  Thus, 
hiring two technicians would increase the absorption rate from 77.86% to 
well over 90.00% for the average North American dealer.  Traditional service 
managers will tell you that the work isn’t there, but the contemporary service 
manager with the attributes outlined above and who is not anchored to the 
past, will accept the challenge and aggressively pursue the incremental labor 
sales through targeted and segmented marketing.

Hiring two technicians while generating a departmental recovery rate of 
77.50% at a labor rate of $100.00 and by selling one dollar of parts for each 
one dollar of incremental of labor sales at a gross margin at 29.50% will in-
crease the absorption from a paltry 69.00% to a very acceptable 95.00%.  
And, this is before increasing part sales over the counter or reducing dealer-
ship expenses.

Rather than chasing market share and surviving on the volume bonus, 
smart contemporaneous dealers will focus on improving their absorption 
rate which will yield increased profits, improved cash flow, and even more 
satisfied customers.  All one needs is forward looking managers, a commit-
ment to improvement, and the discipline to follow the plan. WED

Improving the dealership 
Absorption Rate
By DR. JIM WEBER

Data provided by the Association of Equipment Manufacturers (AEM).

HERE’S WHAT YOU SOLD – Equipment Retail Sales in Units
U.S. – April 2016
Ag Tractor and Combine Report

April Y-T-D April April 2016

2016 2015 % Chg 2016 2015 % Chg Beginning Inventory

 2WD < 40 HP 16,569 15,368 7.8 39,829 33,775 17.9 83,034

 2WD 40 < 100 HP 5,082 6,001 -15.3 16,853 17,407 -3.2 40,476

 2WD 100+ HP 2,195 2,613 -16.0 6,559 9,120 -28.1 10,905

Total 2WD Farm Tractors 23,846 23,982 -0.6 63,241 60,302 4.9 134,415

Total 4WD Farm Tractors 240 268 -10.4 765 1,116 -31.5 800

Total Farm Tractors 24,086 24,250 -0.7 64,006 61,418 4.2 135,215

Self-Propelled Combines 318 583 -45.5 1,174 1,587 -26.0 867

While traditional dealers are focused on chasing market share to gener-
ate the obligatory volume bonus that serves as the life blood of the dealer-
ship, contemporary dealers are focused on increasing parts and service sales 
to generate their cash flow and to improve their absorption rate.

The absorption rate can be defined as the percentage of the total dealer-
ship expenses that can be paid for from the gross margin dollars generated 
by the parts and service departments.  As such, the formula for the absorp-
tion rate is illustrated below.

Technically, the absorption rate could (and probably should) include any 
rental income that the dealer derives.  Similarly, any salesperson’s compensa-
tion that was based on a variable selling expense, for example, commissions 
based on the gross margin that was generated or any compensation that was 
based on a cash difference that was drawn, should be subtracted from total 
dealership expenses.  Any sales compensation that was based on salary, how-
ever, whether stand alone or part of an overall sales compensation program, 
should be included in the total dealership expenses.

Reviewing the 2015 Cost of Doing Business Study reveals that rental in-
come was minimal and would have a negligible impact on the previously 
calculated absorption rate.  Likewise, while sales salaries are provided, they 
don’t provide a breakdown as to fixed and variable compensations.  Regret-
tably, however, field experience reveals that far too many dealers continue 
to pay all, or at least a significant portion, of the salesperson’s compensation 
on the basis of salary.  And, even more dealers are contemplating doing so as 
machinery sales plummet and order takers threaten to leave.  Thus, the pre-
vious absorption rate calculation portrays a fairly accurate portrait of the av-
erage dealer’s absorption rate as of 2014.

An absorption rate of sixty-nine percent means that parts and service 
gross margins are covering, or paying for, sixty-nine 
percent of the dealership’s total expenses.  That also 
means that the wholegoods department has to pro-
vide the margin dollars to pay for the remaining 
thirty-one percent of dealership expenses before the 
dealership can break-even operationally.

Using the data from the Cost of Doing Business 
Study, the following table illustrates that the average 
North American dealer would have to generate more 
than $10M in new and used wholegood sales just to 
break-even operationally given the prevailing sales 
mix and equipment gross margins.  In fact, the aver-
age dealer sold $10,885,215.
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JERRY LEEMKUIL

Every business that is “plugged in” is a target for 
criminals to steal, spy, and cause major disruption.

Cyber threats can be a major blow to a compa-
ny’s financial and operational well-being. They can also ex-
pose businesses to non-criminal risks, such as privacy re-
quirements, damage to technology assets, and liability for 
damages caused by inadvertent injury to others. These cy-
ber risks can be just as severe as the typical property, liabil-
ity, business auto, and workers compensation exposures. 

Could something like this happen to you?
• System hack – Hackers install card skimmers onto 

your business’s payment card system, allowing them 
to collect debit and credit card numbers for as long as 
the skimmers remain undiscovered. You must investi-
gate and provide the required notification to the affect-
ed individuals, which could number in the hundreds 
or thousands.

• Virus infection – A virus infection corrupts data and 
causes your computer system to stop functioning prop-
erly. You lose revenue, and incur the cost of hiring an in-
formation technology firm to remove the virus and re-
install your software.

Unfortunately, these are just two examples of constant-
ly evolving cyber-attacks that could affect your business. 
Hackers are opportunists. If there’s a hole in your defense 
against these types of crimes, they’ll take advantage if giv-
en the chance. What you do to protect your business from 
technology disruptions could mean the difference between 
business as usual, and no business at all.

There are many ways to lessen the financial effect these 
broad, complex hazards present. When your insurance 
professional discusses data compromise and cyber cover-
ages with you, ask what options and limits are covered, ex-
cluded, or available for your unique exposures. 

Federated Insurance offers data compromise and cyber 
coverages to help you recover in the event of a data breach, 
and risk management recommendations that could help 
you block the criminals. To find out which coverages are 
available in your state, contact your Federated marketing 
representative or call 1-800-533-0472. WED

*2015 Cost of Data Breach Study – United States; 
Ponemon Institute® LLC and IBM®; May 2015; 
complete report can be found at www.ibm.com/
security/data-breach 

In 2015, the
average cost
per compromised 
record was

$217.00*

Cyber-crime 
is scary and 
expensive
By JERRY LEEMKUIL 

BUSINESS OWNERS TODAY understand the tre-
mendous benefits of using the Internet, comput-
ers, and technology in their everyday operations. 
Unfortunately, all that technology can open the 
door to some very serious cyber threats.

$



The Western Equipment Dealers Association (WEDA) has created a foundation 
(WEDF) to help members get one step closer to filling technician vacancies. The 
Foundation’s mission is to continue our support for the WEDA Industrial and Farm 
Equipment Technician Program at OSU Institute of Technology, and to establish 
scholarship programs at post-secondary education institutions for deserving
students and member employees interested in pursuing a degree program relative 
to the equipment industry. You can help. Please call today with your support. 

Please contact Olivia
Holcombe at 
800-762-5616.

MAKE A
DONATION

HELP US PUT THE PIECES TOGETHER

Filling the need for technicians
with new scholarship programs

WEDA-Foundation-Ad-2.indd   1 1/28/16   3:11 PM
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LANCE FORMWALT

Many dealers operating to-
day have experienced rap-
id growth in the last de-

cade. Much of this growth has been 
fueled by mergers. Mergers facilitate 
the creation of large dealer organiza-
tions because they generally require 
no additional equity and can be com-
pleted on a tax-free basis. Although the 
purpose of these mergers is to help the 
merged dealers become more profit-
able and efficient, these larger dealer or-
ganizations also frequently create suc-
cession planning challenges due to (a) 
large ownership groups that make man-
aging the exits of individual families 
over time difficult and (b) a shrinking 
pool of potential buyers that can pur-
chase the business. 

Succession planning involves two key 
elements: management succession plan-
ning and ownership succession plan-
ning. The good news for larger dealer 
organizations is that the size of these or-
ganizations has led to a trend toward de-
veloping and hiring management teams 
that are not members of the core owner-
ship groups. This can make management 
succession planning easier to accomplish 
in the future, especially since it is not tied 
to ownership succession planning.

Ownership succession planning is 
another story. As your dealership gets 
bigger, the options for transitioning the 
business become smaller and harder to 
accomplish. Let’s take a quick look at 
your basic options:

ESOPs: A viable succession planning 
tool for today’s larger dealers?
By LANCE FORMWALT 

tiring/selling owner. This can be an ef-
fective strategy when the owners have 
exit strategy timing spaced out over sev-
eral years or even generations, but it 
needs to be managed carefully to avoid 
creating too much of a financial burden 
on the dealership. In addition, funding 
purchases of even minority owners of 
today’s large dealerships can be too large 
for dealerships to pull off without seek-
ing additional investors. 

What about ESOPs?
One option for today’s large dealerships 
is an Employee Stock Ownership Plan 
(ESOP). An ESOP is a form of retire-
ment plan recognized by the IRS that 
can also serve as a powerful succession 
planning tool for dealers. An ESOP 
works as a succession planning tool for 
an owner by buying the owner’s stock 
in the dealership with proceeds from a 
bank loan, owner-financing or a combi-
nation of both. The ESOP can acquire 
all of the dealership’s stock, purchase 
the stock of only certain owners or buy 
stock over time. This can provide a lot 
of flexibility depending on your needs.

ESOP tax advantages
The sale of your dealership to an ESOP 
can create tremendous tax advantag-
es. When you sell to an ESOP, you are 
selling your stock. A stock sale will be 
subject to capital gains tax, the low-
est income tax rate under our tax sys-
tem. When deal-
erships are sold to 
other dealers or out-
side investors, they 
are normally struc-
tured as asset sales. 
Asset sales generally 
result in higher tax-

• Sale to Another Dealer. This is the 
most logical option for most dealers. 
However, a sale to another dealer be-
comes very difficult for large dealers be-
cause of the way manufacturers calcu-
late tangible net equity percentages or 
ratios that are usually mandated as part 
of the approval process. The tangible net 
equity requirements, when combined 
with growing inventories that are of-
ten fully financed (and therefore reduce 
tangible net equity percentages), signif-
icantly limit the ability of many buyers 
to pay blue sky for a dealership. What 
this means is that the bigger your deal-
ership gets, the harder it can become 
to extract the true value of the business 
from a buyer.
• Sale to Private Equity/Outside In-
vestor. Outside investors with capital 
are another option because these groups 
have the financial resources to meet 
the tangible net equity requirements of 
manufacturers. Unfortunately, outside 
investors are often hesitant to accept 
the manufacturer limitations on trans-
fer without approval and usually will 
not accept requirements to give manu-
facturers personal guarantees. These is-
sues can create uncertainty as to wheth-
er an outside investor will be approved 
and limit the pool of available outside 
investors.
• Partial Ownership Purchases. Own-
ership succession planning can be ac-
complished by having the dealership or 
other owners purchase the stock of a re-

WE ARE ALL FAMILIAR with the 20+ year consolidation trend among 
equipment dealers. This trend has provided an effective exit strategy 
for many dealers. But what about the dealers who remain?
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es on the seller and these taxes can be 
significantly higher if your dealership is 
a “C” corporation because a sale results 
in two levels of tax – a corporate income 
tax on the sale proceeds and a dividend 
tax when the sale proceeds are distribut-
ed to the owners. 

In addition to the tax rate benefit, 
sellers to an ESOP can also defer tax for 
many years in certain situations. Sim-
ilar to a tax-free like-kind exchange 
involving real estate, the sale of 30 per-
cent or more of the shares of a “C” cor-
poration (dealers that are “S” corpora-
tions can usually convert to a “C” before 
a sale) to an ESOP allows sellers to post-
pone the payment of tax on the sale pro-
ceeds if they use the proceeds to pur- 
chase “Qualifying Replacement Proper-
ty” within 12 months of the sale (e.g., in-
vest in publicly-traded company stock). 
Capital gains tax can even be eliminated 
permanently if the replacement proper-
ty is held long-term and eventually goes 
into your estate.

Tax benefits also apply to the deal-
ership after the sale. If the dealership is 
or becomes an “S” corporation after the 
sale, the income from the business will 
be tax-free because an ESOP is a tax ex-
empt entity. This tax benefit helps the 
ESOP make the loan payments needed 
to fund the purchase and can also result 
in accelerated equity growth that is im-
portant from the standpoint of manu-
facturer expectations and for purposes 
of funding additional acquisitions.
What qualifications are needed to use an 
ESOP for owner succession planning?
The good news is most dealers will be in 
a position to consider an ESOP. While 
there are many requirements involved in 
establishing and maintaining an ESOP, 
any dealership structured as a corpora-
tion with an active and responsible man-
agement team that will remain in place 
after the sale can consider an ESOP. The 

use of an ESOP in connection with an 
LLC is an emerging area that may also 
work in certain situations.

How can an ESOP solve issues for large 
dealer organizations?
An ESOP is a way to create your own 
buyer for a dealer organization that 
may otherwise have limited options. 
For dealerships that aren’t currently 
looking at an exit, this should help give 
you confidence that a future exit strat-
egy can be found even while your orga-
nization remains in growth mode. In 
addition, a partial ESOP sale can also 
be a tool for helping to fund the pur-
chase of stock from retiring owners 
now and in the future without requir-
ing new investors.

Conclusion
The challenge of succession planning 
for large dealer organizations is some-
thing that dealers and manufacturers 
need to be thinking about now as the 
consolidation of dealers continues and 
the ownership base grows older. As part 
of this process, an ESOP should be 
evaluated as a tool for helping to foster 
transitions among these owner groups. 
Over the course of our next few articles, 
we will take a deeper look at ESOPs from 
the perspectives of the sellers, employees/
management and manufacturers. WED 

LANCE FORMWALT is the leader of the Equipment Dealer 
Group at Seigfreid Bingham, P.C. The firm also serves 
as legal counsel to the Western Equipment Dealers 
Association (WEDA). Lance may be contacted at lancef@
sb-kc.com or 816-265-4106. Also see www.sb-kc.com.

The challenge of succession planning for large 
dealer organizations is something that dealers 
and manufacturers need to be thinking about 
now as the consolidation of dealers continues 
and the ownership base grows older.

ESOPs: A viable succession planning tool for today’s larger dealers?
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