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ing to Schmeiser. He said the Dealer Institute, which provides af-
fordable industry training, enables dealers to become better at what 
they do and become more profitable.

Looking toward the future, Schmeiser said WEDA will continue:
• to work on dealer-manufacturer relations, 
• remain involved in state, provincial and federal government affairs, 
• review existing programs and services and look for new opportunities, 
• retain industry consultants to provide relevant information and 

data,
• improve efficiencies among the association’s three regional offices, 
• meet member needs, and 
• pursue merger opportunities.

Legally speaking 
Lance Formwalt, general counsel for WEDA, discussed dealer agree-
ments, dealer protection laws and the changing landscape of dealer-
manufacturer relations. 

He spoke mainly about dealer protection, noting the key is no 
termination without good cause. “That’s the number one princi-
ple we want to see,” he said, adding that a growing issue involves 
reasonable limits on ownership and management changes, with 
manufacturers and dealers both consenting to a change in the con-
tract agreements.

Formwalt also touched on dealer puri-
ty, limitations on ordering and fair warranty 
reimbursement. He said dealers should have 
choices in what they sell and added that “in-
ventory should fluctuate with changes in the 
marketplace.”  

“In a perfect world, legislation wouldn’t 
be needed,” he said. “As the industry changes, 
there has to be an examination of existing con-

WED Feature

is the former 
owner and editor of 
Implement & Tractor 
magazine. 

MARY SHEPHERD

The future is now
WEDA’s 2016 conference centers on today, tomorrow and beyond
By MARY SHEPHERD

Through a series of presentations and brand-related meet-
ings, dealers who attended the event in Scottsdale, Ariz., 
Nov. 16-18, 2016, learned their common goal is to meet 

the equipment demands of equipment users whose practices, needs 
and expectations are constantly evolving. 

John Schmeiser, CEO of WEDA, opened the conference with a 
refresher about the association’s growing status and mission. WEDA, 
created by the merger of the former Canada West, SouthWestern and 
Pacific Northwest associations, now includes more than 1,250 mem-
bers in Alaska, Idaho, Washington, Oregon, Missouri, Kansas, Okla-
homa, Texas, and New Mexico, and the provinces of Alberta, Mani-
toba, Saskatchewan, Ontario, and British Columbia.

Schmeiser emphasized the goal of the mergers was to take the best 
of each association and offer advocacy programs and services on a 
broader scale than any one association could do alone. “The purpose 
of the mergers was not to get bigger,” he said. “It was to be better.”

Schmeiser said WEDA will continue to be a trusted resource for 
members and industry. “We advocate, elevate and educate with a 
clear objective: Will it help the dealers?” He said the association’s ad-
vocacy includes legal assistance, regulatory advice and support, taxa-
tion, valuation, and offering beneficial programs and services.

Elevating the image of dealers and the association includes pro-
viding scholarships and supporting charitable foundations, accord-

THE FIRST CONFERENCE of the ever-expanding 
Western Equipment Dealers Association (WEDA) 
was truly an international event, hosting mem-
bers and attendees from the nine states and five 
Canadian provinces that make up the association. 

WEDA CEO John Schmeiser opens the 
conference discussing industry perspectives 
and providing updates to dealers on 
association activities. 

Photo by WRAP Arizona 
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tracts. Politics and regional differences can get in the way, but it’s bet-
ter to address the conflicts and try to work out an understanding.”

Right to Repair
Eric Wareham, WEDA’s director of government affairs, spoke 
about a growing association and industry concern – Right to Re-
pair. He said there are different interpretations around the world for 
the meaning of Right to Repair, primarily for imbedded codes. The 
World Intellectual Property Organization is a specialized agency of 
the United Nations that was created to encourage creative activi-
ty and promote the protection of intellectual property of a product. 

Exceptions are reviewed every three years to see if there is a need 
for an exception to the encryption. Although both federal and state 
legislation has been developed to address the Right to Repair need, 
there are still issues to deal with, namely increased cost of crop input 
prices, the need for more skilled component technicians, and the use 
of aftermarket mechanics that cut into dealership repair sales. 

“Farmers want dealerships to stick around for service,” Ware-
ham said, acknowledging non-dealer aftermarket repairs could af-
fect dealer-farmer relationships. 

For more about Right to Repair, see page 19 in this issue.

Precision farming, part 1
Jack Zemlicka, managing editor of Precision Farming Dealer maga-
zine, spoke about trends for growth in precision revenue, the break-
down in service delivery and dealer opportunities to grow their pre-
cision farming business. 

“Precision (sales, service and use) is still a young industry, but 
it’s a rapidly evolving segment of the agricultural industry,” Zem-
licka said. 

Because of the growth spurt in precision, it has been a challenge 
for dealers to keep pace with products and training technicians, 
much less look for opportunities to grow or expand this specialized 
service. Other problems associated with precision include recruiting 
and retaining specialists and developing sustainable sources of reve-
nue to turn a profit. 

Dealers, according to Zemlicka, seem to be questioning wheth-
er to integrate or separate… or whether to grow or expand. He said 
precision farming revenue for dealers comes from hardware sales, but 
service and support are the real points of interest. “Most dealers want 
some of this growing area.”

In a survey conducted by Precision Farming Dealer, nearly half 
of respondents offered a package of precision farming services, even 
though some dealers indicated a change from “free to fee” could be 
challenging. Dealers said they were offering installation, tech sup-
port, software updates and upgrades, yield monitor calibration, and 

preseason training. Chargeable services, such as phone support, in-
field presence, and crunch-time service, were either rolled into the 
purchase or fee-based. Zemlicka said remote support packages are 
gaining popularity over just automatically providing field service. 

The survey also showed dealers use a variety of billing methods 
for precision services, such as hourly rate (87 percent), annual con-
tract (23.5 percent), monthly billing (4.9 percent), and no billing 
(3.7 percent). Of these billing options, annual contracts empha-
size and encourage proactive services offered by dealerships, Zem-
licka said. 

Other notables from the survey showed more than half of respon-
dents offer data management plans and more dealers are hiring pre-
cision specialists.  

Precision farming, part 2
Devin Dubois, vice president of integrated solutions at Western 
Sales, also addressed precision agriculture. Speaking of another sur-
vey, Dubois said a 2016 study showed the scale and nature of agricul-
tural production have changed rapidly in the past 10 years and deal-
erships are changing, too. 

Although the majority of dealers handle traditional farming 
equipment, he said 61 percent have a separate precision farming de-
partment. Dubois, whose dealership operates six locations in west 
central Canada, said, “Virtually every agronomic decision a produc-
er makes will be carried out through the equipment that dealers sell 
and/or service. We should know more about what the people are us-
ing the equipment for.”

“Farmers think of us dealers as iron people,” he said, suggesting 
that dealers get engaged in the producers’ lives, know their equip-
ment’s capabilities and how it functions. “Our role as dealers is to 
understand the latest production technologies and be capable of in-
corporating and supporting those technologies that will improve our 
customers’ production, especially those technologies that involve 
our equipment.” 

“There’s a place for us to synthesize the data and better support 
our customers to make good decisions,” added Dubois. “If you have 
data, you can figure out what’s happening and present a response. 
Precision technology and widgets are still widgets and service, so 
you’re either selling hardware or selling someone’s time and exper-
tise. As equipment dealers, you’re in the precision technology and ad-
vice business, whether you meant to be or not.”

Farming technology
Kit Arrow says he looks at things with a new perspective. As an expe-
rienced professional futurist, he studies and predicts the future, espe-
cially on the basis of current trends.  

If laughter is the best medicine, this table full of dealers got a healthy dose 
of medicine with dinner. 

Photos by WRAP Arizona 

Continued on page 6

Tom Sieper, Kubota Tractor Corporation, visits 
with a dealer during one of several in-line dealer 
meetings conducted at the conference by 
equipment manufacturers.
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One of the stark realities, according to Arrow, is the world’s population 
growth, which is expected to reach 9.7 billion by 2050. Since the world is 
struggling to feed its current population of more than seven billion, Arrow 
asked conference goers a fair question: How will farming have to change in 
order to meet the food needs of that many people? 

To make matters more challenging, water stress is a growing problem in 
many areas of the world. More than one billion people, or 7 percent of the 
world’s current population, have no potable water. Arrow said that number 
is expected to grow to 25 percent.

On the positive side is the use of technology that only requires a min-
imal amount of light to allow food to emerge from near darkness. Arrow 
said urban farming and vertical farming can increase food production and 
can be housed in high density locations, especially if they are vertical. 
• Pink houses represent a new type of indoor farm that uses pink-colored 
light, which is created by using only the red and blue colors of the full light 
spectrum. Vertical farms are lowering their power bills by using low-ener-
gy and cooler lights that emit only the magenta shade. With crops stacked 
on shelving, each shelf can have growing lights that correctly match the 
plants’ specific photosynthesis needs, which will result in a 20 percent fast-
er growth rate.
• Vertical farms, or greenhouses with vertical stories, are already being de-
veloped in vacant factories in high density locations. 
• GMOs, genetically modified organisms, while still gaining acceptance 
globally, require less maintenance and pesticides, can grow in harsher envi-
ronments and are engineered to provide defense against targeted diseases.  

While some of Arrow’s futuristic observations are gaining momen-
tum or under development, he said predictions from 10 years ago are now 
changing the market and he predicts there’s more to come, including:    
• equipment sharing
• client memberships to use equipment
• drones, satellites, fixed position cameras
• data analytics services
• high-level analysis of data applied to farming
• fuel refined from food grains
• pharming (pharmaceuticals grown to order)
• autonomous tractors
• electric tractors
• robots for repetitive tasks 
• precision irrigation integrated with forecasts
• solar- and geothermal-generated electricity

“These exist today, but they are prototypes.” Echoing the theme of the 
WEDA conference, Arrow said, “This is the future and it’s what dealers will 
be selling and what food producers will be using.”

Is there a doctor in the house? 
Yes, Dr. Jim Weber, a long-time industry consultant shared his thoughts 
about the many challenges facing the industry. He spoke about market cor-
rections and what dealers need to do to survive, including managing used 
inventory and strengthening cash flow. 

Dr. Weber, who’s spent 30 years consulting dealers, offered case studies 
from some of his clients who have managed to not only navigate trouble 
times but succeed. Dr. Weber is a regular contributor to WEDA publica-
tions. His column appears on page 20 in this issue. WED 

MARY SHEPHERD is a journalist who makes her home in Iowa. She is the former owner and editor of 
Implement & Tractor magazine. 

2017 Conference Dates
Mark your calendars for next year’s association convention.
It will be held November 29 through December 1, 2017,
at The Scottsdale Resort at McCormick Ranch in Scottsdale, Ariz.

Conference Sponsors
Equipment industry meetings 
aren’t self-funded. It takes a 
group of supportive sponsors 
who are committed to the 
industry and a strong dealer 
network to conduct these events. 
WEDA extends its thanks to and 
gratefully acknowledges all of 
its sponsors for the 2016 WEDA 
International Conference. 
• Adair Sales & Marketing 

Company Inc.
• AGCO
• AgriSync
• Basic Software Systems
• Bourgault Industries Ltd.
• Brandt Agricultural Products 
• CanadianForex
• CardConnect
• Case IH
• CDK Global Heavy Equipment
• Charter Software, Inc.
• Dawson Tire and Wheel
• Desjardins Card Services
• DLL Finance, LLC
• Eksit Strategies
• Farm Credit Canada
• Federated Insurance Canada
• Federated Insurance U.S.
• Harvard Broadcasting – 

CKRM 620
• HBS Systems
• Iron Solutions, Inc.
• John Deere Ag & Turf Division
• Kubota Tractor Corporation
• LegalShield
• MacDon Industries
• New Holland Canada
• Olds College
• Paycom 
• Q-Line Trucking Ltd.
• Ritchie Bros. Auctioneers
• Seigfreid Bingham, P.C.
• Sterling Truck & Trailer Sales
• TCF Equipment Finance
• The Western Producer 

2016 Fall Golf Classic
A trip to Arizona during the 
colder months is a golfer’s 
dream and WEDA conducted 
a golf tournament prior to 
the start of the meeting. 
The course beat back a few 
challengers but not everyone.

Here are the results from 
those who played in the 
tournament, which served 
as a fundraiser for the 
Western Equipment Dealers 
Foundation.  

First Place Team
• Dan Bourassa,
 E. Bourassa & Sons
• Doug Bourassa,
 E. Bourassa & Sons
• Kurtis Bourassa,
 E. Bourassa & Sons
• Barton Daenkaert

Second Place Team
• Chris Schepp,
 Ag Dealer
• Lyle Buchholz,
 ATB Financial
• Dave Brandsma,
 Avenue Machinery Corp.
• Al Short,
 Avenue Machinery Corp.

Longest Putt: 
Mark Eckles, 
TCF Equipment Finance

Closest to the Pin: 
Lyle Buchholz, 
ATB Financial

Long Drive - Women: 
Bonnie Pshyk, 
John Bob Farm Equipment

Long Drive - Men 
Matt Veldhuis, 
WEDA

Continued from page 5

WED Feature

Industry consultant Dr. Jim Weber (C) meets with dealers 
following his presentation about how dealers can survive 
market corrections and remain strong.

Photo by WRAP Arizona 

Conference notes 



Track every support session with farmers and 
advisors. Measure length of service call + flag 
specific tickets or mark others as billable.

TICKETING SYSTEM FOR TRACKING 
SUPPORT

After each session, feedback is given to the 
advisor from the farmer so advisors can rate the 
quality of service.

INSTANT FEEDBACK FROM FARMERS

FREE FOR FARMERS

Being mobile is key but when you or central office 
staff need to see progress and service on the 
desktop, do so with the online web dashboard.

INDIVIDUAL & TEAM WEB DASHBOARD

‘See-what-I-see’ video to resolve issues remotely.
LIVE VIDEO TECHNOLOGY

$

PUT CUSTOMERS IN TOUCH 
WITH THE PROBLEM SOLVERS 

IN YOUR DEALERSHIP

Sign up at www.agrisync.com
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AgriSync is endorsed by the Western Equipment Dealers Association. 
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BRINGS INNOVATION, EFFICIENCY, AND PRODUCTIVITY 
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Golden Rule 
reigns at Davis 
Farm Supplies
By LYNN GROOMS

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

LYNN GROOMS

Treating others like they would want to be treated has 
earned them the endearing nicknames of “Buster” 
and “Mom” from their team, and the return busi-

ness of many a customer in southeastern Missouri. 
And those customers aren’t just from the communities of 

Perryville and Fruitland where the Davises sell and service 
New Holland and Kubota equipment. They’re also customers 
from the metro St. Louis area who appreciate the dealership’s 
friendly atmosphere, observed Austin Davis, Jerry and Sandy’s 
26-year-old grandson who works in the family business. Aus-
tin’s brother, Chase, is a technician at the dealership.

“People like the family-owned feel; there are fewer and few-
er dealerships like this,” Austin Davis said. “We’re also very 
customer oriented … we live and breathe it.” 

Jerry and Sandy Davis’s two sons – Tim and Tom Davis – as 
well as their daughter – Pam Klaus – work in the family busi-
ness. Tim is in sales, Tom does heavy hauling for the dealer-
ship, and Pam works in the accounting department. 

Family start-up 
The family business was started by Ray and Howard Davis, 
Jerry’s father and uncle, respectively. They bought a Ford trac-
tor dealership in 1955 in Perryville. At that time, Ford tractors 
were small – just 35 horsepower machines – but they did fea-
ture a three-point hydraulic hitch, which became quite pop-
ular. Strong sales led to the manufacture of Ford tractors with 
greater horsepower. 

The larger tractors also enabled Ray Davis, who bought out 
his brother’s share of the business, to remain competitive with 
other equipment dealerships in the area.

Ray and his wife, Myrtle, 
had two sons, Jerry and Jim, 
who both worked at the 
dealership in their youth. 
After graduating from col-
lege, Jim, the younger of 
the two boys, served in the 
U.S. Air Force. He returned 
to work at Davis Farm Sup-
plies for a few years in the 
1970s before returning to 
military service. 

Jerry had worked on his 
grandfather’s farm as a youth; he then chose to work full time 
in the dealership’s parts department. After his father needed to 
slow down after suffering a heart attack in 1963, Jerry needed 
to learn more about the business … and fast, he said. So Jerry 
soon began selling equipment in addition to 
managing the parts department.

That same year, Ray and Jerry also bought 
a local Massey-Ferguson franchise, incor-
porating the brand into their product line. 
By the 1970s, Davis Farm Supplies had out-
grown its facility so Jerry and Sandy built a 

THE GOLDEN RULE is alive and well at Davis Farm 
Supplies … it radiates from owners Jerry and Sandy 
Davis as they share a joke or a warm conversation 
with employees and customers alike.

Davis Farm Supplies serves agricultural customers and 
offers a nice mix of lawn equipment and recreational 
vehicles. Shown here is the dealership’s main store in 
Perryville in southeast Missouri.

Austin Davis is the grandson 
of Jerry and Sandy Davis. 
Austin, who also farms and 
raises cattle, is sales manager 
for the dealership.
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Continued on page 10

Davis Farm Supplies Inc.

Established: 1955

Locations: Perryville and Fruitland, Missouri

Owners: Jerry and Sandy Davis

Employees: 35

Major lines: New Holland, Kubota

Other lines: Kinze, Land Pride, Kawasaki, Exmark, 
Great Plains, Bad Boy, Westendorf, Rhino, Landoll

Customer base: Farmers and consumer product 
customers

Website: www.davisfarmsupplies.com

new facility north of Perryville in 1974. The new larger build-
ing allowed them to add a line of consumer products, includ-
ing Ford and Massey-Ferguson lawn and garden products. 

Jerry and Sandy also bought Ray’s share of the business in 
1974. In the next few decades, they would expand the Per-
ryville store several more times to accommodate the dealer-
ship’s growth. 

In the late 1980s, the Ford Tractor Division acquired New 
Holland and the Versatile line of equipment. All three lines 
were incorporated under the New Holland name, and Davis 
Farm Supplies became a New Holland dealer, wrote Jim Davis 
in a history on Davis Farm Supplies.

Jerry and Sandy added the Arctic Cat AVT line in 1996. 
Four years later, they added Kawasaki utility vehicles to 
their product mix. Then in 2005, they added the Kubota 
tractor line. 

Expansion 
Business was growing, which led the Davises to add anoth-
er store – this time in Fruitland, Missouri. They purchased an 
existing building, renovated it and were open for business in 
spring 2008. 

Davis Farm Supplies employs 35 people, many of whom 
have had a long tenure with the company.

The addition of higher horsepower equipment from 
Kubota gives Davis customers another option when 
choosing a tractor.

Jerry and Sandy Davis, owners, Davis Farm Supplies
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Continued from page 9

“We let employees know we appreciate them,” Jerry Davis 
said, adding that he and Sandy want to know how their fam-
ilies are. 

Davis also clearly enjoys sharing jokes with his team and with 
customers. There’s even a “Jerry’s Joke of the Week” section on 
the dealership’s website (www.davisfarmsupplies.com).   

Community involvement and investment 
Davis Farm Supplies has long been an active supporter of area 
FFA chapters and 4-H clubs. The Davises frequently donate 
items or cash donations to community groups. 

Through sponsorship and coordination of an annual ATV 
ride, they have helped raise thousands of dollars for St. Jude’s 
Children’s Hospital. For many years, they also have helped to 
coordinate the River Hills Antique Tractor Club Heritage Day 
Tractor Ride, one of the country’s most well-known vintage 
tractor events.  

“We’re blessed to be in this community,” Jerry Davis said. 
The community might well feel the same about the Davises 
and Davis Farm Supplies. WED 

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

Davis Farm Supplies carries a full line of New Holland tractors for row crop or hobby farming. The dealership also 
sells New Holland combines.

Service technician Tony Preusser adds oil to the hub of a New 
Holland tractor, one of the two major tractor brands sold and 
serviced by the dealership.

Business is the priority of the 
dealership but Jerry’s laughter
is a profit center.
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conditions up to 18 months in the future
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Currently available for US only
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The Western Equipment Dealers 
Association (WEDA) and TCF 
are working together to devel-

op a new finance program, which will be in-
troduced to the members of WEDA in ear-
ly 2017. 

WEDA CEO John Schmeiser says one 
of the strengths of TCF is its willingness to 
work with the association to serve the inter-
ests of its members. “We have seen finance 
company after finance company put togeth-
er programs that serve the interests of oth-
er stakeholders instead of being totally com-
mitted to serving equipment dealers,” says 
Schmeiser. “Working with TCF gives us the 
opportunity to design a program with the 
dealers’ interest first and foremost.” 

Having dealers involved in the process is 
a key element in the association’s relation-
ship with TCF. “One of the beauties of this 
program is dealers are involved in designing 
it,” notes Schmeiser. “We have a working 
group of three equipment dealers who are 
providing their insight as to what they want 
to see from TCF.”

Another of those “beauties,” according 
to Schmeiser, is dealers will decide whether 
to request both retail and inventory finance 
programs or just one of these programs. 
While not etched in stone, some finance 
companies would prefer to bundle retail and 
inventory financing. In other words, use one 
program to access the other. Schmeiser says 
the dealer working group will help make 
that decision. “If there is a benefit to dealers 
having retail and inventory financing, we’ll 
proceed that way. However, if the working 
group feels there should be separation be-
tween the two, we will proceed that way.” 

Defining the relationship
While the dealer group works with TCF to 
design finance programs, the association 
and TCF are working to define their rela-
tionship. “We are starting the program as 
a co-branded program between TCF and 
WEDA,” explains Schmeiser. “Ultimate-

ly, the goal is to transi-
tion into a private label 
finance program under 
the name Equipment 
Dealer Finance.”

What WEDA 
members can 
expect from 
TCF
Mark Eckles, business 
development manager 
for TCF’s agriculture di-
vision, says dealers can 
expect a full menu of op-

tions for customers. He says TCF has stepped 
up to give WEDA members a comprehen-
sive program. 

“In addition to TCF offering the wid-
est array of retail finance options, including 
leases, it has created a direct dealer invento-
ry finance option specifically for WEDA,” 
says Eckles, who adds that inventory fi-
nance was a priority during early discussions 
with WEDA. 

TCF at a glance

• TCF Equipment Finance 
(TCFEF) and TCF Inventory 
Finance are divisions of TCF 
National Bank and are part of 
TCF Financial Corporation, 
a Minnesota-based national 
bank holding company 
founded in 1923 with over 
$21 billion in assets.

• TCFEF is the 15th largest 
bank-affiliated U.S. leasing 
company. Both the 
equipment finance and 
inventory finance divisions 
have sales and regional 
offices nationwide.

Eckles agrees with Schmeiser that work-
ing with members of the association will 
pay off in putting the program together. “A 
unique characteristic of the program is get-
ting guidance from a dealer advisory com-
mittee, which also includes WEDA staff 
and TCF representatives. The committee is 
providing guidance and valuable feedback 
to assure the program will be successful. The 
vision of WEDA is to have a program creat-
ed by dealers for dealers.” 

With more than 20 years’ experience 
working with dealer association finance pro-
grams, Eckles says he’s looking forward to 
this new relationship with WEDA. “I have 
been fortunate to meet and work with so 
many people that I respect and admire. One 
of the favorite parts of my career has been 
working with the dealer associations and the 
friendships made through the journey.” 

For information, call Mark Eckles, busi-
ness development manager, TCF agricul-
tural division, at (402) 651-5913 or write to 
ag@tcfef.com. WED 

Mark Eckles, 
Business 
Development 
Manager, TCF 
Agricultural 
Division

WEDA, TCF developing 
new finance program
Program will offer retail, lease and inventory options

“The vision of WEDA 
is to have a program 
created by dealers for 
dealers.”
Mark Eckles, Business Development 
Manager, TCF Agricultural Division 

“Most dealers need an inventory finance 
option in addition to their captive source. 
We take pride in being the inventory fi-
nance provider members can count on to 
help manage their cash flow,” says Eckles. 
“The WEDA program will offer competi-
tive pricing, flexible payment structure, easy 
and efficient funding process, and dedicat-
ed account management. TCF is one of the 
few sources that can provide both inventory 
and retail finance together in one program.”  



SM
More information at www.westernfarmshow.com
Like us on Facebook: Western Farm Show
Follow us on Twitter: @WesternFarmShow

Primary Show Sponsor

56TH ANNUAL WESTERN FARM SHOW 
American Royal Complex, 1701 American Royal Ct., Kansas City, MO 64102

February 24-26, 2017 
Friday & Saturday 9 a.m. to 5 p.m.   |   Sunday 9 a.m. to 4 p.m.

Over 500 exhibitors, livestock demonstrations, the latest in farm and ranch technology,  
educational seminars, the Family Living Center, the Health and Safety Roundup – it’s all under one roof.  

This is the place to be! We’ll see you at the show.

Show Highlights 
Low-Stress Livestock Handling Demonstrations  |  Saturday, February 25, 10:30 a.m. & 2:00 p.m.  

      — SPONSORED BY MFA, INC.

Taste of Home Cooking School  |  Saturday, February 25, 11:00 a.m. to 12:00 Noon, and 1:00 p.m. to 2:00 p.m.  
      — SPONSORED BY AMERICAN FAMILY INSURANCE
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is a fourth-gener-
ation agricultural 
equipment dealer 
and a leader in the 
equipment industry. 

TRENT HUMMEL

As dealers, we accept the accountability that comes with 
owning a business. If the business goes south, we risk 
  losing our cash investments, personal guarantees, liveli-

hoods, retained earnings, credit ratings, etc.
So, how do we support our middle managers in understanding 

and accepting the level of accountability needed to successfully lead 
their departments? To paraphrase something I’ve heard in the past 
many times, “If a manager really understands his job, he will be buy-
ing his own business soon.”

That has gone by the wayside because the ownership and manage-
ment culture has changed. Many managers do not want to own or are 
unable to purchase a business. They don’t have the capital to invest, 
aren’t willing to take the risk or aren’t able or willing to relocate. 

So, how do we help middle managers be accountable in the roles 
they’ve been assigned? Simply, we just want these individuals to 
manage their departments like they own them. How many times 
have we wished for that?

Responsibility vs. accountability
First, we must understand the difference between responsibility and 
accountability. Years ago, I was interviewed by the forestry depart-
ment for a position as a helicopter firefighter. In this position, the 
government takes accountability for safety and job completion seri-
ously. They interviewed 1,000 people and asked a question not a sin-
gle person answered correctly.

The question they asked was, “What is the difference between ac-
countability and responsibility?” It was an excellent question to ask 
of someone applying for a government job. 

Stop here and write down your answer before you read on. An-
swer the question as if you were in an interview. What is the differ-
ence? Along with hundreds of others, my answer was not what the 
interviewers wanted to hear. 

The successful applicants, however, were given a half-day lecture 
about the question and the preferred answer. As it turns out, the an-
swer was not difficult to explain. Perhaps you’ve heard the phrase 
“the buck stops at the top.” 

Accountability is just that. Everyone is responsible but the 
leader is accountable. To further explain, all individuals are respon-
sible for certain actions like customer satisfaction or following poli-
cies and procedures. 

Accountability lies with the managers or employees who are em-
powered to make changes regarding an issue. If they are not empow-
ered to make changes, they cannot be held accountable. 

A counterperson is accountable to be on his best behavior and 
in control of it. The counterperson also carries some responsibil-
ity for the return on assets (ROA) of the department. However, 
the accountability for the department’s ROA lies with the depart-
ment manager.

The manager is the individual who is empowered to change or 
modify operations to improve the ROA. With this empowerment, the 
department manager is accountable, not responsible, for the ROA. 

Every employee has areas of responsibility and areas of account-
ability. The not so great part about moving up the employment lad-
der is that past responsibilities become current accountabilities. 

How do we get managers to embrace 
accountability? 
Wouldn’t it be nice if we said, “Hey, this department needs to grow 
sales,” that the manager would grab the bull by the horns and figure 
out how to grow sales?

Maybe we do offer suggestions and examples of our experiences, 
but the energy and ideas should come from the manager. As dealer 
principals and senior managers, we understand our accountability. 

In 2015, we enrolled our service manager, Vince, in a manage-
ment course offered through the association’s Dealer Institute. Upon 
completion of the course, Vince assumed full control of the service 
department. His decisions and the way he operated his department 
not only affected his department but the whole store.

As he gained confidence, he seldom came to us with issues. We 
did not fare so well in the part’s department. Lack of training was an 
issue. Possibly, that is a do over I would like to have. 

What will drive managers to the level of accountability needed in 
the equipment industry? In the past, dealerships could get by with un-
dertrained or underperforming managers. Not anymore. In today’s 
market, unrecognizable competitors are going after our core business. 

Incentives and performance 
In a perfect world, incentives would drive home accountability and 
push managers to achieve the desired results. But for every 100 deal-
ers there probably has been 10 times that number of incentive plans 
developed and put into place.

Incentives that focus on the Return on Assets seem to be the most 
successful. ROA is where the rubber meets the 
road. Return on Assets is a mix between the in-
come statement and balance sheet management.

Do we care how managers realize a positive 
ROA in the department? Through the West-
ern Equipment Dealers Association, we are 
able to review hundreds of dealership finan-
cials and no two dealerships achieve profitabil-
ity the same way. 

Creating middle management 
accountability
By TRENT HUMMEL

Continued on page 17

First, we must understand the 
difference between responsibility 
and accountability.
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DR. LARRY COLE

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

Beer and bourbon taste 
good until mixed together
By DR. LARRY COLE 

Family ownership is not a unique 
characteristic of the equipment 
business but is has a strong foot-

print. When it works well, the relationship 
is one of beauty. When it doesn’t, it can be 
a life of hell for everyone. Keep reading – 
there are two stories worth comparing.

Story 1
To protect confidentiality, the following sto-
ry is from another industry, but highlights 
the quagmire that plagues some family-
owned businesses. Family-owned businesses 
start with the best of intentions, high hopes 
and expectations, but over time the inter-
mingling family and business dynamics sab-
otage the “honeymoon.”

A father desperately wants both sons to 
assume leadership and eventually own the 
business. Naturally, the boys have active 
roles in the business. Sound good at this 
point? But … when the cat is away, the mice 
will play.

The boys have a reputation of arriving 
for work late and leaving early. An orga-
nizational assessment was completed and 
the boys learned their subordinates want-
ed their future leaders to be physically pres-
ent. In a subsequent conversation of this as-
sessment, both boys agreed to provide more 
positive leadership examples.

What is your guess is happening while 
I’m writing this article and the father is 
on vacation? You’re right. Neither son 
showed up for work today; both left ear-
ly yesterday.

Do you think this aberrant leadership 
behavior has a positive or negative effect on 
the business? You’re right – a negative one. 
One of the other senior managers confessed 
to taking advantage of the boys’ example 
and frequently leaves work early. Ironically, 
he then explained a lot of people notice the 
boys’ absence and complain about them not 
being around when needed.

I’ve already made the recommendation 
that a different employee should be des-
ignated president of the company in the 
succession plan should the father exit the 
business for whatever reason. Of course, 
the father didn’t like to hear that.

This story highlights a bad situation. 
Trust me, it can get worse but maintain-
ing confidentiality prevents me from being 
more descriptive. At this point, let me just 
say that beer and bourbon are good in their 
own right. However, when you mix them 
together you ruin the taste of each.

Many dealership owners struggle with 
separating business when family daughters 
and sons work in the dealership. In the com-
pany, business is first. At home, there is noth-
ing more precious than enjoying and build-
ing family relationships. Of the two, family 
takes precedence over business. That is, ev-
erything should be done to protect the busi-
ness from sabotaging family relationships.

Bob and Judy Fisher are authors of a 
book, Life Is a Gift: Inspiration from the Soon 
Departed, in which they wrote about ask-
ing over 100 hospice patients “What would 
you do differently if you had the opportu-
nity to live your life again?” The answer was 
to build stronger relationships with family 
and friends. There is a story here for family- 
owned businesses. 

Story 2
Let us go to the other end of the continuum 
where two sons are enjoying the family deal-
ership and the family enjoying their loving 
relationships. Again, names won’t be used 
to protect confidentiality. Two major differ-
ences emerge with this story from the pre-
vious example. First, the sons over the years 
served in multiple positions within the com-
pany to learn the business. Second, at work 
business is business; at home family is the pri-
ority. Would you suspect the two eventually 
become intertwined? Yes, but the father and 

sons understand the importance of 
separating the work and family.
Admittedly, mixing family and busi-

ness creates a complex psychological en-
vironment not to mention legal and fi-
nancial ones. The burden of success lies 
with the parents – they establish the 

boundaries to successfully integrate 
the two.

Where do the parents learn 
this valuable lesson? Most likely they don’t. 
Some parents just have the good sense to do 
so – others don’t. Some children have the 
good sense to understand the importance to 
separate the two roles; others want to take 
advantage of the two roles.

The messages delivered in this article for 
a family-owned business are:

1. Parents recognize the need to separate 
family and business and the sooner 
they do the better for everyone. When 
in doubt, consult an objective third 
party. Additionally, consult your legal 
and accounting teams. The last thing 
you want to do is create disharmony in 
the family because of the business. A 
dysfunctional family is not worth the net 
value of your dealership.

2. Parents, you may have the more difficult 
and challenging roles in this venture. The 
bottom line is simple: If putting family 
members in the business has the “hint” 
of adversely affecting the family unit 
don’t do it. 

3. Establish a career 
development plan 
for your offspring 
as opposed to 
“sticking them” 
into the business 
somewhere.



WESTERN EQUIPMENT DEALER • Winter 2016 17

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

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

November Y-T-D November November 2016

2016 2015 % Chg 2016 2015 % Chg Beginning Inventory

 2WD < 40 HP 6,442 5,254 22.6 123,891 110,909 11.7 69,457

 2WD 40 < 100 HP 2,974 3,131 -5.0 51,422 53,685 -4.2 34,758

 2WD 100+ HP 663 909 -27.1 16,791 21,727 -22.7 9,207

Total 2WD Farm Tractors 10,079 9,294 8.4 192,104 186,321 3.1 113,422

Total 4WD Farm Tractors 137 143 -4.2 2,074 2,703 -23.3 755

Total Farm Tractors 10,216 9,437 8.3 194,178 189,024 2.7 114,177

Self-Propelled Combines 142 203 -30.0 3,485 4,690 -25.7 750

Incentives based on ROA results drive managers to not only manage the income state-
ment but also the balance sheet. When managers take accountability for the numbers, the 
business moves ahead profitably. 

The numbers on the income statement include many items, such as warranty labor, 
sales, counter, shop and internal parts sales, new, used and rental sales, cost of sales, gross 
margin, direct expenses, and net profit margin, among others. The numbers on the balance 
sheet include fixed assets, inventory levels, receivables, depreciation, asset turnover, etc. 

Sharing is powerful
We complain that those from the younger generation only look out for themselves and 
want (sometimes demand) instant gratification. However, their quest to understand how 
things work cannot and should not be overlooked. 

Many managers will accept the accountability if they understand the financial num-
bers more clearly. Deeper training on understanding financials, where the numbers come 
from and what numbers are used in formulas will stir up a powerful curiosity.

When managers see the effects their operational decisions have on financial returns 
and how their actions grow the numbers, it stimulates innovative and successful thinking. 
In our financial module pretesting, the average score is below 50 percent. 

With the broad range of students in our classes, we have learned that financials are not 
being shared or fully explained. If they are shared, it’s only on a limited basis. 

Why not share? Do we feel that we can’t share financials with managers because they 
might discover we’re making money, which, by the way, is what we hired them to do? Or, 
do we fear our managers will spread gossip about our financials around town? 

We do know that managers get excited with success and therefore take a deeper inter-
est in and accountability for their departments when they understand the expenses, in-
come and inventory. After all, most managers applied for the job because they wanted to 
learn the skills needed to contribute to the growth of the dealership. 

Therefore, we must give them the best training we can and let them manage. Their suc-
cesses are our successes. 

Accept this task 
Write out a list of the things for which your managers are accountable. Ask your manag-
ers to write out their own lists. Compare the lists to see how you match up and then go to 
work … it’s just good business. WED 

TRENT HUMMEL is a fourth-generation agricultural equipment dealer and a leader in the equipment industry. He also is 
a lead trainer for and consultant to the Western Equipment Dealers Association’s Dealer Institute. He provides onsite 
training and public courses to improve dealership asset management and business operations. Please send questions 
and/or comments to thummel@westerneda.com. 

4. Define the expectation that while at 
work we interact with each other as 
fellow employees and hold each other to 
the same standard and perhaps an even 
“higher” standard.

5. Enjoy your family and foster the family 
culture that is separate from the 
dealership.

6. The family unit needs to understand the 
added pressure placed on their children. 
They are in the spotlight. Just consider 
the number of eyes that are watching to 
decide if the offspring take advantage of 
the fact their last name is splashed all 
over the dealership. 

7. Last, but certainly not least, is a word to 
the children. Understand and respect the 
special roles you have in the dealership. 
I will be so bold to say if you love your 
parents then shoulder the responsibility 
to show everyone that you don’t warrant 
special privileges because of your 
last name. In reality, you should hold 
yourselves to a higher standard. I know 
that doesn’t sound fair, but that’s the 
game that needs to be played.

REMEMBER that beer and bourbon may 
taste good when drank individually. But 
don’t mix them in the same glass and expect 
both to retain their original taste. WED

LARRY COLE, Ph.D., is a lead trainer for and consultant 
to the Western Equipment Dealers Association’s Dealer 
Institute. He provides onsite 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

Continued from page 14

Creating middle management 
accountability
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THE FINANCIAL SERVICES AND INSURANCE INDUSTRY is at a cross-
roads of sorts. Earlier this year, the U.S. Department of Labor (DOL) 
revised and publicized the changes it was proposing to its Fiduciary Rule 
previously announced in 2015. 

DOL Fiduciary Rule
How it affects you
By DAVID WENTZ

is CEO of Tax 
Favored Benefits, 
Overland Park, Kan. 

DAVID WENTZ

The new DOL Rule, in the eyes 
of many in the industry, is a vast 
improvement from the origi-

nally proposed rules. Generalized, the new 
Fiduciary Rule is imposing a fiduciary duty 
on financial advisors to the extent that they 
recommend investments for their client’s 
IRA’s and other qualified accounts. It covers 
many financial aspects that will undoubtedly 
change business models inside the industry. 

Before we jump into some of the bigger, 
more complex changes there is some basic 
information inside the rule that you, as an 
investor, should be aware of. The first is the 
Alerting Existing Customers. This states that 
firms will not be required to make or secure 
contracts with existing customers. Basically, 
firms can notify existing clients via email in 
order to inform them about the changes. The 
second basic change you need to be familiar 
with is the Implementation of the new rule. 
Business in the industry will continue as it 
does today until April 10, 2017.

EDITOR’S NOTE: Securities and investment advisory services offered solely through Ameritas Investment Corp. (AIC), Member FINRA/SIPC. 
AIC and Tax Favored Benefits, Inc. are not affiliated. Additional products and services may be available through David B. Wentz or Tax Favored 
Benefits, Inc. that are not offered through AIC. Securities email: dbw@taxfavoredbenefits.com

• The first is the Best Interest Contract 
Exemption (BICE). The DOL’s new rule 
highlights and challenges the idea of dif-
ferent compensation for different products 
(annuities versus mutual funds, etc.) due to 
the DOL’s view that it is an incentive for fi-
nancial advisors to recommend products to 
clients that are in their (advisor’s) best inter-
ests, rather than the best interests of the cli-
ent. However, the DOL has included this 
exemption in the new rule to allow finan-
cial advisors to use their current compen-
sation models as long as they perform the 
following functions: acknowledge their fi-
duciary status, give prudent and impartial 
advice, disclose potential conflicts of in-
terest and information about their revenue 
model, avoid misleading statements, and 
receive no more than reasonable compen-
sation. There is a kicker to this exemption, 
though. This exemption can only be used as 
long as the advisor is giving non-discretion-
ary advice. In other words, the client knows 
what is going on and authorizes any invest-
ment changes before they occur. 

• The second important change is the 
Grandfathering of Existing Contracts. 
This allows providers to continue to con-
duct business with clients under agreements 
signed prior to the new rule becoming effec-
tive April 10, 2017. Advice given post April 
10, 2017, will be subject to the DOL’s new 
rule requirements.

• The third clause or change in the new rule 
that you as an investor should be aware of is 
the Low-Fee Products Rule. Inside the new 
rule, the DOL clarifies and explains that fi-
nancial advisors do not have to recommend 
the lowest cost investment option, provided 

that a more appropriate option which better 
suits the client’s needs exists or is available. 
This addresses the fact that each client has a 
different, unique situation. One new out-
come of the DOL’s new rule will be finan-
cial advisors rigorously and carefully docu-
menting each sale and client they make or 
have. Your financial advisor, under the new 
rule, should be documenting everything re-
garding why the product you have was sold 
to you, why it is in your best interests as a cli-
ent, as well as any notes and correspondence 
between yourself and your financial advisor.  

While there are some big changes inside 
the DOL’s new Fiduciary Rule that will have 
a substantial impact on the financial indus-
try changing the way many things are done, 
there are some things that will not change. 
Our (financial advisors) strong commit-
ments to our clients will not change. We will 
continue to act and do business in the best 
interests of our clients and their goals. And 
we will continue to help clients stay on the 
right track to achieve their financial and in-
vestment goals, in light of the DOL’s new 
Fiduciary Rule. 

Always remember that we work for you, 
so call us with any questions you might have 
about the DOL’s new Fiduciary Rule and 
how it affects you. 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.

Beginning on April 10, 2017, 
a Transition Period will begin 
while firms adapt to the new 
rule (although firms should 
already have begun getting 
acquainted with the new rule). 
Following the Transition Period, 
Full Implementation will begin 
on January 1, 2018, when the 
new rule goes into full effect.

There are quite a few changes inside the 
new DOL Fiduciary Rule, but there are 
three that I believe are of vital importance to 
you as an investor. So, what are they?
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At first blush, the issue seems 
straightforward: Do equipment 
  owners have the right to work 

on their own equipment? That simple 
question belies the fact that numerous 
laws and contractual duties make it more 
complicated than a simple yes or no an-
swer can provide. However, the one thing 
that seems certain is that Right to Repair 
laws could directly affect your day-to-day 
business and it’s something the associa-
tion is tackling head on. 

Right to Repair is gaining regional 
and national attention as a developing is-
sue facing the agricultural equipment in-
dustry. Initially, Right to Repair surfaced 
in the automobile industry. An outside 
group, the Repair Association, placed a 
measure on a ballot in Massachusetts that 
led to a bargain between manufactur-
ers and proponents of Right to Repair to 
avoid a patchwork of different state laws. 
After the agreement was struck, the Re-
pair Association turned its sights on the 
trucking industry. A similar deal lead to 
a memorandum of understanding agreed 
to between the parties to avoid legislation.

Moving targets 
At this writing, Right to Repair propo-
nents are targeting the agricultural equip-
ment industry. Legislation was intro-
duced in Nebraska at the beginning of 
2016, but never made it out of commit-
tee. The Repair Association has already 
stated its intention to reintroduce the bill 
in Nebraska next year – and it may show 
up in Kansas and other states. 

WEDA’s government affairs team is 
taking the initiative to educate stakehold-
ers and policymakers. By reaching out to 
Farm Bureaus throughout the associa-

RIGHT TO REPAIR
Legislation targets equipment industry 
By ERIC WAREHAM 

tion’s area of responsibility, and through 
participation in legislative policy sum-
mits, we are framing the debate and set-
ting the stage to stop the legislation. In 
the process we have found that an out-
side group, the Repair Association, which 
has nothing to do with agriculture, is 
pushing for legislation while agriculture 
groups such as Farm Bureaus are remain-
ing neutral.

The issue has not come from Farm Bu-
reau members; rather they are reacting 
to it because of legislation introduced by 
an outside group. It is evident from this 
that Right to Repair is a solution seeking 
a problem.

Looming threat?
Whether you believe this issue is a threat 
to your business or not, legislation always 
creates unintended consequences. There-
fore, WEDA will oppose any legislation 
introduced relating to Right to Repair. 

Several concerns for manufacturers 
and dealers arise from any possible legis-
lation. First, the EPA and DOT have al-
ready raised red flags over the possibility 
of engine emission compliance standards 
being violated. For these reasons, a feder-
al rulemaking on the issue was postponed 
for over a year while federal authorities 
looked into the possibility of Clean Air 
Act violations as a result of changes to fed-
eral law.

A second major issue that will need 
to be confronted is the effect upon war-
ranties. Any legislation that disrupts the 
traditional relationships between manu-
facturers and dealers will surely have to 
address whether manufacturers will still 
have the ability to determine who can 
perform warranty work. And if work to 

a piece of farm equipment is done by a 
farmer or third party repair service, the 
question will need to be addressed wheth-
er that repair would void warranties. 

Closely related to warranty issues is 
the shifting of liability when repairs are 
performed by anyone other than a deal-
er. If third party repair services or farm-
ers are performing repairs that result in 
accidents or harm, then it should be clear 
that manufacturers and dealers do not 
bear the brunt of liability stemming from 
those repairs. The reality in this circum-
stance is that dealers will be targeted for 
the faulty work of others, and will have to 
engage in costly litigation to prove they 
did not perform the work of another. 
Meanwhile, small repair shops without a 
going concern will not have to answer for 
their liability. 

These are only a few potential conse-
quences of Right to Repair legislation. 
The overall negative effect of pitting deal-
ers against their customers could have 
pernicious effects that are even harder to 
quantify. WED 

ERIC WAREHAM is director 
of government affairs for the 
Western Equipment Dealers 
Association. He is a graduate 
of the Willamette University 
College of Law and Augusta 
State University. Eric may 
be reached by writing to 
ewareham@westerneda.com. 

AMONG THE NUMEROUS ISSUES under review by the government 
affairs staff at the Western Equipment Dealers Association (WEDA) 
is the emergence of Right to Repair legislation. 

It is evident 
Right to Repair  
is a solution  
seeking a  
problem



USED EQUIPMENT TURNOVER BY YEAR

2011 2012 2013 2014 2015

2.75 2.59 2.31 1.95 1.90

USED EQUIPMENT GROSS MARGIN BY YEAR

2011 2012 2013 2014 2015

5.06% 4.20% 5.06% 2.73% 1.63%
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has been a manage-
ment consultant 
to the agricultural, 
construction and 
outdoor power 
equipment indus-
tries for over 30 
years. 

DR. JIM WEBER

Optimizing dealership cash flow
By DR. JIM WEBER

In any protracted downturn affecting the agricultural equipment in-
dustry, it is imperative that dealers focus their efforts and their ener-
gies on two specific ratios; namely, their absorption rate and their asset 

turnover.  While the former was the subject of the two previous articles and 
is closely related to the dealership’s profit and loss statement, the dealership’s 
ability to turnover their assets will have the biggest impact on the dealership’s 
balance sheet as well as the firm’s cash position.

Dealers interested in improving their balance sheet, and thus their cash 
flow, would be wise to concentrate on turning over the following five assets:  
used equipment, new equipment, parts inventory, work-in-process, and fi-
nally accounts receivable.

By far, the most important asset for generating dealership cash is used 
equipment.  In an article entitled “Gathering Storm Clouds” published in 
September, 2013, I wrote the following:  

“… dealers have to focus on increasing their used equipment turnover.  
Dealers should be tracking their used equipment turnover by product mix 
and by using rolling 12 month numbers and should be focused on achieving 
an overall used equipment turnover of at least a three, and preferably a four.  
No dealership, going into 2014, should have a used equipment turnover of 
less than three.  Furthermore as the equipment sales mix exceeds 75%, the 
used equipment turnover should increase proportionately.”

One year later in October of 2014 in an article entitled, “These Are the 
Times,” I wrote:

“… immediately reprice all used equipment. This will undoubtedly have 
a deleterious impact on the P&L statement. But prices are not going to rise. 
In fact, auction yards are already filling up and will be overflowing by the end 
of the year. Jockeys are becoming reluctant to take late model, high dollar, 
low hour equipment as purchasers are scarce. Get out now.”

Nothing in the intervening two years since the last aforementioned arti-
cle was written has occurred that would obviate either of the above recom-
mendations.  In fact, for those who did not heed those prescient recommen-
dations would now be wise to do so with urgent dispatch.  The following 
table highlights the deleterious trajectory of the used equipment turnover 
(used equipment cost of sales divided by average monthly used equipment 
inventory) over the past five years for the average North American equip-
ment dealer as gleaned from the annual Cost of Doing Business survey.

Compounding the decline in the used equipment turnover during the 
past five years is a similar decline in the used equipment gross margin percent 
for the same period as illustrated in the following table.

Unless a dealer has a pre-established used equipment turnover objec-
tive and a concomitant strategy for achieving said objective, chasing market 

share or disproportionately selling an inordinate amount of new equipment 
will inevitably lead to excessive used equipment inventory which in turn will 
lead to a decline in the used equipment turnover and ultimately a lower used 
equipment gross margin.

I was recently contacted by a dealer who wanted some help in construct-
ing a strategy to become debt free by the end of the year.  Reviewing his bal-
ance sheet, I discerned a high level of “paid for” used equipment, a large 
amount of floor-planned new equipment, and a significantly high amount 
of retained earnings.  Dividing his Total Assets by Total Net Worth, it was 
determined that his financial leverage was 3.40 and his Debt to Equity was 
2.40; well below what most, if not all manufacturers, as well as other credi-
tors, are looking for in a well-capitalized dealership.

I then constructed a spreadsheet that would let the dealer “plug” in num-
bers for what percent of the book value he thought he could sell the used 
equipment for as well as what percent of the proceeds would go toward pay-
ing down debt and what percent would remain in cash.  The final step was to 
calculate the impact on both the P& L Statement as well as the Balance Sheet 
and to recalculate the critical financial leverage ratio (which will always be 
exactly 1 greater than the dealership’s debt to equity ratio).

This strategy will work for well capitalized dealerships.  For those dealer-
ships, however, who are undercapitalized, as illustrated by having a high fi-
nancial leverage, that is, a number greater than five, the ability to take a loss is 
more problematic.  Increasing the losses will only negatively impact the deal-
ership’s leverage which in turn will make the creditors even more skittish.

This is the same conundrum that impacts publicly traded dealerships.  
Their biggest problem is “How to unload overvalued used equipment with-
out deleteriously impacting the profit and loss statement of which investors 
are keenly observing?”  There is no easy answer.  However, if you believe like 
I do that the market is eighteen months to two years away from any kind of 
significant uptick, whether you are a small, single location dealership or a 
behemoth multi-location dealership, you will purge your overvalued used 
equipment, if at all possible, with alacrity.

Going forward, the challenge for most dealers, however, will be to not 
simply reduce used inventory.  The greater challenge, instead, will be to 
manage toward a used equipment turnover of at least a 3 and then to have 
the discipline to stay the course.

The next asset that dealers should be vigilant in turning over is their new 
equipment.  Like the used equipment turnover, the new equipment turn-
over is calculated by dividing the (new) cost of sales dollars by the average 
(new) equipment inventory.  As was true with the used equipment turnover, 
dealers interested in maintaining a financially viable dealership would be 
wise to continually seek to a achieve a new equipment turnover that is great-
er than three.  This will require the ability to “just say no” when the manufac-
turer’s representative comes knocking on the door looking to secure orders.

I was recently speaking to a dealer who was woefully undercapitalized.  His 
financial leverage was approaching a disastrous “10.”  
A manufacturer representative contacted them and 
told him that the company was expecting them to or-
der nearly 100 pieces of new equipment.  This contact 
took place less than a month after the dealer received a 
letter from the same manufacturer letting him know 
that he was operating outside of the suggested finan-
cial guidelines and unless a plan was put in place to cor-
rect the problem immediately, the manufacturer would 
have no other option than to pursue other draconian 
alternatives.  I guess one of the alternatives would be to 
“load up” a financially precarious dealership with more 
equipment that he “absolutely” didn’t need.



NEW EQUIPMENT TURNOVER BY YEAR

2011 2012 2013 2014 2015

2.93 2.78 2.85 2.41 1.95

PARTS TURNOVER BY YEAR

2011 2012 2013 2014 2015

2.77 2.94 2.85 3.19 2.77
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“One thing is absolutely certain, namely, that victory will 
never be found by taking the path of least resistance.”

 – Winston Churchill

The above scenario is emblematic of what I predicted in the article that I 
wrote in October of 2014 when I stated the following:

“… cancel or reduce all new equipment orders for fall and 2015 deliv-
eries.  Cancellations may be difficult, as manufacturers will begin to play 
hardball.  With one manufacturer already announcing a reduction of over 
1,000 factory workers, the other manufacturers will soon follow with sim-
ilar announcements.  As a result, they will resort to begging, cajoling and 
threatening their “weak” dealers to take equipment that they don’t need, 
while holding firm on already submitted orders from other dealers.  Addi-
tionally, their “just-in-time” inventory, which has been a joke in the best 
of times, will now mean that they will ship it to you as soon as it rolls off 
the assembly line, which could mean many months earlier. If possible, re-
fuse delivery unless interest free terms, as well as additional concessions, 
are extended.”

The following table illustrates how the decline in new equipment sales 
have exacerbated the dealership’s new equipment turnover.

If any dealer out there needs to take inventory advice from their manu-
facturer then I would give that dealership some free consulting advice:  “get 
out of business as quickly as possible.”  Look, I get that manufacturers have 
a responsibility to keep their factories as operational as possible.  I also get 
the fact that the dealer has a fiduciary responsibility to manage their dealer-
ship to the best of their ability.  Taking on more equipment than is needed, 
or that prevents that dealer from achieving a new equipment turnover of 3, 
is simply irresponsible.

The third asset turnover that dealers should be seeking to optimize is 
their parts turnover. Calculated by dividing the parts cost of sales dollars by 
the average annual parts inventory, dealers interested in maximizing their 
cash flow should seek to achieve at least a 3 times turnover.

Reviewing the data from the annual Cost of Doing Business survey, the 
following table illustrates all the progress that was made between 2011 and 
2014 in improving the parts turnover from 2.77 to 3.19 was obviated by the 
decline in the parts turnover to 2.77 in 2015.  Clearly the dealership’s parts 
manager did not act fast enough to a declining market.

Market exigencies such as declining sales present challenges to any 
manager, be they wholegoods or parts.  But such exigencies will also iden-
tify those individuals who are up to the task of managing and leading their 
department.

Dealers and parts managers should ask themselves the following ques-
tion:  Was the 3.19 parts turnover during 2014 a function of parts man-
agement or market conditions?  Was it planned or an aberration?  If the 
latter, then the future does not bode well for those parts departments and 
dealerships who rely on the market forces to “manage” their business.  If 

the former, then everyone knows that a three times turnover is indeed 
achievable and efforts should be put in place immediately that will im-
prove the turnover.

At a minimum, parts managers interested in improving their parts turn-
over should initiate the following activities.  First, establish a stocking crite-
ria of 3 demands in 12 months.  Second, take full advantage of the manu-
facturer’s daily stock order.  Third, take full advantage of the manufacturer’s 
monthly, quarterly, and/or annual parts return.  Fourth, purge all obso-
lete parts; however you define obsolescence, be it 18 months or 24 months.  
Fifth, control excess stocking parts by establishing minimum and maximum 
levels with appropriate reorder points.  And sixth, require the parts and ser-
vice manager to meet daily to discuss next day and next week parts needs in 
an effort to minimize emergency orders.

The fourth asset that should be vigorously managed is the service depart-
ment’s work-in-process.  A Weber aphorism states that “you manage what 
you measure.”  And work-in-process should be measured by calculating a 
work-in-process turnover.  This turnover is calculated by dividing the la-
bor costs of sales by the service department’s work-in-process.  Like all oth-
er turnovers, this formula includes a numerator derived from the P&L state-
ment and a denominator derived from the balance sheet.  As was true with 
the other turnover calculations, rolling 12-month averages would provide a 
more accurate portrait over time than a point-in-time calculation that could 
be biased due to frenetic year-end document closings.

Although an industry average does not exist, service managers should 
be challenged to achieve a WIP turnover of at least 25 which implies that 
all work orders are closed within 15 days of being opened.  Although wait-
ing for parts that are backordered adversely impacts this calculation, so does 
simply not closing the work order until the last day of the month or until 
someone puts pressure on the manager.

Work-in-process is one of the largest cash drains in the business.  Service 
managers have not been adequately trained as to the WIP’s impact on the 
dealership’s cash flow.  Service managers need to be trained and compensat-
ed on achieving one of dealership’s most important asset turnovers.  And this 
training should commence immediately.

The last turnover that a dealership should be focused on optimizing is 
their accounts receivable turnover.  This turnover should be calculated by di-
viding the customer and warranty parts and service credit sales by the parts 
and service receivables.  Note that the sales do not include internal labor sales 
and that both the customer and warranty sales are only the credit sales and 
not their total sales.

Although no industry average exists for this turnover, most well managed 
dealerships have almost done away with parts and service receivables.  Well 
managed dealerships now expect their parts and service customer to pay cash 
or use a credit card at time of purchase.  Also, manufacturers have taken on 
much of this responsibility by offering to carry the note and provide the cor-
responding “cash” to the dealership.  For those who continue to permit prod-
uct support to be purchased on AR, however, the calculated turnover should 
never fall below eight which implies a 45 day turnover, which would provide 
ample “float” time between institutions.

A review of the above turnovers reveals that optimizing dealership cash 
flow is a dealership wide endeavor as each department plays an integral role 
in maximizing cash.  Market downturns like the one presently afflicting 
the agricultural equipment industry is a time to reflect upon the words of 
George W. Bush’s 2004 GOP Presidential acceptance speech when he stat-
ed that “you must challenge the soft bigotry of low expectations.”  Or as 
Winston Churchill wrote in a letter to Lord Halifax, “One thing is abso-
lutely certain, namely, that victory will never be found by taking the path 
of least resistance.” WED
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JERRY LEEMKUIL

Let the dealer beware
By JERRY LEEMKUIL 

Many equipment dealers remember the days 
when equipment sales were made with the 
exchange of a check and a handshake. It was 

understood that the dealer would repair or replace a de-
fective machine, but the customer was responsible for its 
maintenance and safe operation. How times have changed.

Keep accurate records
It sounds simple, but busy employees can easily overlook or 
skip steps when informing customers about the safe opera-
tion of equipment they purchase. Dealers can establish pro-
cedures for keeping records of every sale, lease, or rental. 

Association Safety Certification forms and similar manu-
facturer forms may also be used by some dealers as an equip-
ment safety checklist. No matter what type of checklist or 
form is used, it is important to obtain the customer’s signa-
ture acknowledging that the appropriate steps were taken. 

Federated Insurance “Seller Beware” 
Program 
The “Seller Beware” program developed by Federated In-
surance provides an effective means of helping equipment 
dealers control the frequency and severity of product lia-
bility claims. The program includes an equipment safety 
check card for the customer to sign at the time equipment 
is purchased, rented, or leased. This checklist can help en-
sure that the dealership has provided necessary safety in-
structions and information to the customer. 

If someone is injured by that equipment in the future, 
the dealer has documentation to help defend a product li-
ability lawsuit. Federated also offers a used equipment 
checklist that gives a dealer the capability to document the 
safety condition of used equipment that is obtained by the 
dealership before it is released to the customer. 

The Seller Beware program provides an effective means 
of controlling the frequency and sever-
ity of product liability losses. Contact 
your local Federated representative for 
more information on this important 
program. WED

Many equipment dealers 
remember the days when 

equipment sales were made 
with the exchange of a check 

and a handshake …
How times have changed.

A man was killed in a car accident when his 
tractor was hit by a car. According to the ini-
tial report filed by the highway patrol, he was 
riding his farm tractor on the road when he 
was struck from behind by a car. After im-
pact, both vehicles traveled off the roadway 
and the tractor overturned. The tractor’s driv-
er was pronounced dead at the scene; the car’s 
driver did not sustain any significant injuries. 
A dealer allegedly sold this piece of equipment 
without a Slow-Moving Vehicle (SMV) em-
blem in place. The driver was the son-in-law 
of the person who bought the tractor and, ap-
parently, he stated his intention to sue the deal-
er for selling an unsafe piece of equipment. 



Please 
make it 

home 
safe 

today.
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We believe you deserve more 
than just insurance. You deserve 
valuable risk management tools—
like the “What is Important to You” 

distracted driving prevention program—designed to 
help you and your employees make it home safe today.   
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LANCE FORMWALT

ESOPs from the vantage 
point of an employee
By LANCE FORMWALT 

In my last article, I explained why an employee stock ownership 
plan (ESOP) is an attractive option to owners looking to exit 
or transition their dealerships. But it is important to remem-

ber that ESOP benefits don’t stop with the selling owners. ESOPs are 
employee benefit plans (similar to a 401(k) plan) and many of the tax 
advantages of ESOPs are directly related to the fact that the plans are 
set up to help your employees generate retirement benefits. This arti-
cle will outline some of the key benefits of ESOPs for your employ-
ees and management teams. These benefits include retirement bene-
fits that can often be much richer than traditional retirement benefits 
and a direct positive effect on dealership performance and employ-
ee retention. 

Retirement plan features of an ESOP
Most dealerships offer employees the opportunity to participate in 
401(k) plans. These plans allow employees to save for retirement by 
contributing their own compensation on a tax-advantaged basis to 
an account that is usually invested in a variety of mutual fund op-
tions. To supplement these savings, many dealers often match a per-
centage of an employee’s contribution. While the terms of the match 
vary, a dealership will commonly match 50 percent of the employ-
ee’s contribution up to a cap of 3-4 percent of the employee’s salary.

An ESOP is another form of retirement plan that can provide a 
more effective tool for creating retirement savings. In most cases, an 
ESOP will also coexist alongside the traditional 401(k) plan. The re-
sult is a retirement benefit package that can give an ESOP-owned 
dealership a competitive advantage in attracting and retaining em-
ployees without significant incremental costs.

In an ESOP, employees are each allocated a certain percentage 
of shares of the dealership. On an annual basis, the dealership will 
make a contribution to the employee’s ESOP account based on the 
performance/value of the dealership and the percentage of shares 
held by the employee. The employee becomes vested in the ac-
count over time (generally a six-year period) and the account value 
is paid out if the employee retires or leaves the dealership. The em-
ployee will have the option to transfer the account value to an IRA 
if he or she decides that the benefits are not needed at that time. 
It is important to note that the dealership’s contributions to em-
ployee accounts are enabled by the tax advantages given to ESOPs 
(ESOPs owning dealerships that are S corporations pay no income 
tax and contributions involving dealerships that are C corpora-
tions are deductible). 

ESOP retirement plan advantages
Even though ESOPs are usually used together with 401(k) plans, 
ESOPs provide significant advantages as a standalone retirement 
benefit. These advantages include the following:

• Employee Participation. An ESOP is a more effective retirement 
savings vehicle and retention program because it applies to all of your 
employees. In contrast, 401(k) plans are not mandatory and the re-
sult is that many younger or lower-paid employees do not participate 
(or don’t maximize participation) and therefore do not get any ben-
efit out of the 401(k) plan or the company match.

• Higher Contributions. Contributions to an ESOP usually replace 
the 401(k) match by the dealership. However, based on analysis of 
Department of Labor ESOP plan filings, ESOP contributions aver-
age between 6-8 percent of an employee’s pay vs. an average compa-
ny contribution of 4 percent to a 401(k) plan. When you factor in 
that the company match isn’t made to all employees, this results in a 
significantly increased average contribution to an employee’s retire-
ment account.

• Higher Rates of Return and Account Values. A study of rates of 
return through ESOP plans vs. 401(k) plans found that from 1990-
2010, the average rate of return in an ESOP account was 9.1 percent 
vs. 7.8 percent in a 401(k) plan and that the returns were less volatile 
within an ESOP. In addition, another study found that retirement 
accounts of ESOP participants are 2.2 times larger on average than 
employees with only 401(k) accounts.

Key management benefits
If you are looking to transition out of ownership and take advantage 
of the related ESOP benefits for a seller, you must have a good man-
agement team that will remain in place after the ESOP is formed. 
Fortunately, there are many elements of an ESOP transaction that 
can be used to create strong incentives for management to remain 
with a dealership:

• Management Incentive Plans. Management 
will participate in the ESOP retirement plan 
benefits on the same basis as the other employ-
ees. In addition, the dealership can also create 
additional incentive plans to encourage man-
agement retention, and provide a reward to 
management for growing the dealership. These 
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ESOPs from the vantage point of an employee

This article is intended to provide general recommendations and is not intended to be legal 
advice. You should always consult your attorney for advice unique to you and your busi-
ness. Please note that any estimates of tax consequences are based on the current tax 
code and could change based on future changes in the law or regulations.

plans are referred to as non-qualified deferred compensation plans 
and they provide equity-based compensation benefits to manage-
ment based on hypothetical shares of company stock. These plans 
can be designed to reward past and future service, and may be subject 
to vesting requirements. One example of this type of plan is a stock 
appreciation rights plan (SAR plan). A SAR plan is a promise to pay 
a cash bonus equal to the increase of value of the dealership between 
the date the SAR is granted and the date the bonus is paid to the em-
ployee. A general rule of thumb in an ESOP dealership is that this 
percentage should not exceed 10 percent of total outstanding shares. 
The following example illustrates the typical benefits of a SAR plan:

Typical SAR Plan Benefits
Total Company Value:  ...................................................... $50 million

Total SAR Grant Value available:  ........................................ $5 million

Total SAR Units:  ..................................................................... 10,000

Valuation of each SAR unit on Grant Date:  .............................. $5,000

Vesting:  ..............................................................................Six years

Payment Date:  ........................................Termination of employment

Employee Retirement Date:  .................................................10 years

Total Company Value on Retirement Date: ........................ $75 million

Valuation of each SAR unit on Retirement Date:  ..................... $7,500

In this example, an employee that is granted 100 SAR units with 
an appraised value of $500,000, and stays 
with the dealership for at least six years, will 
receive a bonus equal to the increase in the 
value of the SAR units over that time period. 
This bonus payment would be $250,000, 
representing the difference between the 
starting value of the employee’s SAR units 
($500,000) and the ending value of the em-
ployee’s SAR units ($750,000). 

• Management Ownership. As dealerships 
continue to get bigger, the ability of key 
management to buy a dealership from an 
owner becomes increasingly remote. How-
ever, a management team can co-invest with 
an ESOP in the purchase of a dealership at 
levels that are affordable for the manage-
ment team. This type of structure allows key 
managers to effectively “buy” the dealership 
by purchasing a minority stake and retain-
ing operational control of the dealership.

• Real Estate Control. Another way for 
management to benefit in the income de-

rived from a dealership operation is to purchase real estate from the 
former owners and receive rental income from the dealership opera-
tions by locking into place long-term leases at fair market value rent. 
This can be attractive to managers because (a) real estate purchas-
es often require a lower equity investment due to more generous fi-
nancing terms and (b) rental income is more stable than profits from 
dealership operations.

Conclusion
Dealerships that become ESOP organizations can be well-posi-
tioned to outperform non-ESOP dealerships due to the competitive 
advantages of the retirement plan benefits and the strong incentives 
that can be put in place to reward and retain key management. 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.
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