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A B S T R A C T

The p u r p o se  o f  this thes is  is to d e s c r i b e  and analyze  the 

m a r k e t in g  p r a c t i c e s  invo lved  in leas ing  fa.rm equipment by s e le c te d  

independently  ow ned  and o p era ted  fa r m  equipment d e a le r s  in North  

Dakota.. The data, f o r  this study was obtained by p e r s o n a l  in terv iew s  

o f  f a r m  equipm ent  d e a le r s  who le a s e .

F a r m  equipment reta i l ing  has its o r ig in s  in the ha.rdware 

s to r e  o f  the nineteenth century .  Retai l ing  o f  f a r m  equipm ent  in North  

Dakota, began in the late 1800 's .  The North  Dakota. Im plem ent  

D e a le r s  A s s o c i a t i o n  was f o r m e d  in 1899.

L e a s in g  is a. r e la t iv e ly  new m ethod  o f  m a rk e t in g  f a r m  

equipment.  F a r m  equipment l e s s o r s  fe lt  that adequate capita l  was  the 

m o s t  im portant  fa c to r  in es tab l ish ing  a. leas ing  f i r m .  E v id e n c e  i n 

d ica tes  that a. d e a le r  can m o s t  s u c c e s s f u l l y  l e a s e  new, h i g h - c o s t  f a r m  

i m p l e m e n t s .

D i r e c t  m a i l  is the m o s t  c o m m o n l y  used m ethod  o f  a d v e r 

t is ing equipment to be l eased .  O n e -h a l f  o f  the f a r m  equipment d e a le r s  

a d v e r t i s e d  their  leas ing  bus iness .  P u b l i c i ty  p lays  a. l a r g e  r o l e  in the 

p r o m o t io n  p o l i c i e s  o f  f a r m  equipment l e s s o r s .  F e w  of  the f i r m s

I X



t ra in ed  s a l e s m e n  to s e l l  l e a s e  c o n tra c ts .  The m o s t  of ten c i ted  a d 

vantage o f  leas ing  p r e se n te d  in p r o m o t io n  by l e s s o r s ,  was the fact  

that leas ing  f r e e d  the capital  o f  the f a r m e r  fo r  o ther  investm ent  p u r 

p o s e s .

The m a jo r i t y  o f  the f a r m  equipment l e s s o r s  based  the 

l e a s e  rates  on a. f ixed  p e r ce n ta g e  of the re ta i l  p r i c e  o f  the m ach in e .  

This  lea.se rate  v a r ie d  between 20 and 30 p e r  cent  o f  the reta i l  p r i c e  

of  the m a c h in e .  Leas ing  f i r m s  e x p e r i e n c e d  an annual grow th  rate in 

sa le s  of  a p p r o x im a te ly  20 p e r  cent  annually f o r  the past three  y e a r s .

The  future s u c c e s s  o f  f i r m s  w hich  l e a s e  f a r m  m a c h i n e r y  

depends upon the appl icat ions  o f  m o d e r n  m ark e t in g  techniques  to the 

leas ing  bus in ess .

x



C H A P T E R  I

INTRODUCTION

P u r p o s e  and Scope

The  p u r p o s e  o f  this thes is  is to d e s c r i b e  and analyze  the 

m a r k e t in g  p r a c t i c e s  invo lved  in leas ing  f a r m  equipment by s e l e c t e d  

independently  owned and o p e r a te d  f a r m  equipment d e a le r s  in North  

Dakota.. M arket ing  is defined by the c o m m it t e e  on def initions o f  the 

A m e r i c a n  M arket ing  A s s o c i a t i o n  as " the  p e r f o r m a n c e  o f  bus iness  

a c t iv i t ie s  that d i r e c t  the f low  o f  goods  and s e r v i c e s  f r o m  the p r o d u c e r  

to the c o n s u m e r  o r  user .  The Standard Industr ia l  C la ss i f i c a t io n  

Manual,  o f  the F e d e r a l  B u rea u  o f  the Budget ,  def ines  f a r m  e q u ip 

m ent  d e a le r s  as those " e s ta b l i sh m e n ts  p r i m a r i l y  engaged  in the r e 

tail  sa le  of  f a r m  m a c h i n e r y  and equipment and f a r m  p rodu ct ion

^The C om m it tee  on Defin it ions  o f  the A m e r i c a n  M a r k e t 
ing A s s o c i a t i o n ,  M arket ing  D e f in i t i o n s , (Chicago :  A m e r i c a n  M a r 
ket ing A s s o c i a t i o n ,  I960),  p. 15.
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suppl ies .  T h e s e  es tab l i sh m en ts  a lso  usually  c a r r y  l ines  o f  f a r m

h a rd w a re  and m i s c e l l a n e o u s  s u p p l i e s . " ^

Equipm ent  is defined by the C om m it tee  on Defin it ions  o f

the A m e r i c a n  M arket ing  Associa .t ion  as " th o se  industr ia l  goods  that

do not b e c o m e  pa.rt o f  the p h y s i c a l  p rodu ct  and which  a re  exhausted

only  after  rep eated  use,  such as m a c h in e r y ,  insta l led  equipment a.nd

2a c c e s s o r i e s  o r  aux i l ia ry  equipment.  In this study the equipment 

r e f e r r e d  to is the m a c h i n e r y  which  f a r m e r s  use in the p rodu ct ion  o f  

bas ic  f a r m  c o m m o d i t i e s .

In the f a r m  and industr ia l  equipment industry  num erous  

instances  can be found w h e re  equipment is l e a s e d  o r  rented  under 

e ither  l o n g - t e r m  o r  s h o r t - t e r m  ar r a n g e m e n ts .  L o n g - t e r m  a r r a n g e 

m ents  are  usually  c o n s id e r e d  to be those  tha.t a re  m o r e  tha,n two y e a rs

in length. S h o r t - t e r m  a r r a n g e m e n ts  are  under two y e a rs  in length

3
and s o m e t i m e s  r e f e r r e d  to as " r e n ta ls .  "  Both long and s h o r t - t e r m  

lea.sing p r a c t i c e s  w i l l  be included in this thes is .

Ŝtandard Industr ial  Classi fica.tion M a n u a l , E x ecu t ive  
O f f i ce  o f  the P r e s id e n t ,  B u rea u  o f  the Budget ,  Perc iva . l  F .  B r u n -  
da.ge, D i r e c t o r ,  (Washington,  D. C. , U. S. G o v e rn m e n t  Pr int ing  
O f f i c e ,  1957), p. 155.

2Ma.rketing D e f in i t i o n s , p. 12.

D e a le r s  Lea.sing and Renting G u id e , L e o n a r d  L. W i lson ,  
(St. L o u is ,  M i s s o u r i ,  1968),  p. 4.
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In the lega l  sense ,  a. grant o f  the use and p o s s e s s i o n ,  in 

c o n s id e r a t io n  o f  something  to be r e n d e re d ,  constitutes  a. " l e a s e "  of  

the thing p o s s e s s e d .   ̂ A " l e a s e "  usually im p l ie s  an instrument  by

w hich  e x c lu s iv e  p o s s e s s i o n  o f  p r o p e r t y  is given fo r  a. l im ited  p e r io d .  " 

L e a s in g  then, can be defined as co nvey ing  p r o p e r t y  to another fo r  a. 

def in ite  p e r i o d ,  o r  at wi l l ,  in c o n s id e r a t io n  o f  rent or  other  c o m p e n 

sation.

The  s c o p e  o f  this thes is  is conf ined  to the m arket in g  p r a c 

t i c e s  invo lved  in l e as in g  by those  d e a le r s  who belong  to the North 

Dakota. Im p lem en t  D e a le r s  A s s o c ia t i o n ,  a. state trade  asso c ia t io n .

The  d e a le r s  s u r v e y e d  r e p r e s e n t  all the m e m b e r s  o f  the A s s o c i a t i o n  

who have an e s ta b l i sh e d  lea.sing p r o g r a m .

L im ita t ions

The  study w i l l  be l im ited  to those  fa r m  equipment d e a le r s  

who a re  m e m b e r s  of  the North  Dakota. Im plem ent  D e a le r s  A s s o c i a 

t ion and who part i c ip ate  in an es tab l i sh ed  leas ing  p r o g r a m .  Although 

f i r m s  which  do not belong to the a s s o c ia t i o n  are  not inc luded  in this 

study, it is hoped that the data, obtained  are  rep re s e n ta t iv e  o f  the fa.rm 

equipm ent  d e a le r s  in North  Dakota, who conduct  a lea.sing p r o g r a m .

% o r d s  and P h r a s e s , P e r m a n e n t  Edit ion,  V o lu m e  24A 
(St. Paul ,  M innesota :  W est  Publ ish ing  C o . ,  1966),  p. 251.

2Ibid.

2
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A p p r o a c h

The s truc ture  o f  this study c o n s i s t s  o f  four  m a j o r  par ts :  

(1) r e v ie w  o f  ava i lab le  l i tera ture  perta in ing to leas ing ,  f a r m  e q u ip 

m ent  reta i l ing ,  and the h i s t o r y  o f  f a r m  equipment reta i l ing  and the 

North  Dakota. Im p lem ent  D e a le r s  A s s o c ia t i o n ;  (2) a p e r s o n a l  s u rve y  

o f  the f a r m  equipment d e a le r s  who l e a s e ;  (3) evaluation o f  the data, 

f r o m  the survey ,  and (4) d e s c r ip t i o n  o f  f indings and c o n c lu s io n s .

The quest ionnaire  des ign  was tested  on M ay  19, 1969 at 

Kennedy,  Minnesota.. The  quest ionna ire  was subsequent ly  m o d i f i e d  

and the s u r v e y  undertaken June 2, 3, and 4. A total o f  19 im p le m e n t  

d e a le r s  w e r e  in terv iew ed .  Th is  r e p r e s e n t s  all  the f i r m s  p r e se n t ly  

engaged  in leas ing  in North Dakota,.

Tw o  c o r p o r a t i o n s  included three  f i r m s  each.  The  s u b 

units o f  these  c o r p o r a t i o n s  w e r e  under separate  m a n a g e m e n t  and 

in terv iew ed  separa te ly .

Chapter Organizat ion

Chapter II d i s c u s s e s  the h i s t o r y  o f  fa r in  equipment r e 

ta i l ing  in the United States and in the state of  N orth  Dakota.. A b r ie f  

h i s t o r y  o f  the North  Dakota Im p lem ent  D e a le r s  A s s o c i a t i o n  is i n 

c luded.
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Chapter III is devoted  to the d e s c r ip t i o n  and ana lys is  of  

the m ark e t in g  p r a c t i c e s  o f  p r o m o t io n ,  p r i c in g  and the s e r v i c e s  o f f e r e d  

by the l e s s o r s  o f  f a r m  equipment.

Chapter IV contains  a. sum m ation  o f  the th e s is ,  and the 

author ' s  c o n c lu s i o n s  regard ing  the f a r m  equipment industry  in North

D ak o ta .



C H A P T E R  II

HISTORY OF THE F A R M  EQ U IPM EN T 

RETAILIN G  INDUSTRY

D e v e lo p m e n t  o f  F a r m  M a c h in e r y  1830-1915

F a r m  equipment reta i l ing  has its o r ig in s  in the h ard w are  

s to r e  o f  the nineteenth century.  . During this era. the f a r m  equipment 

purcha.sed  by the f i r m e r  was ma.inly of  the hand too l  and harness  

va r ie ty .  The  h a rd w a re  and ma.ch inery  se l l ing  functions  b e c a m e  s e p 

arated  with the deve lop m ent  o f  the reap er  and s team  engine.  The 

h a r d w a r e  s to r e  was not equipped to handle the m e c h a n i c a l  asp ects  

and inventory  p r o b l e m s  which  these  m o r e  soph is t i ca ted  m ach ines  

p r e se n te d ,  so  d e a le r s  qual i f ied  to se l l  f a r m  equipment e m e r g e d  as 

sepa ra te  b u s in e s s e s .

" T h e  f i r s t  patent gra.nted in A m er ica ,  f o r  a. reaping  m a c h 

ine was  to R ic h a rd  F r e n c h  and T. J. Hawkins o f  New J e r s e y ,  M ay  17, 

1 8 0 3 . "^  S e v e r a l  v e r s i o n s  o f  this m a c h in e  w e r e  soon  being ma.nufac -

^M err it t  F in le y  M i l l e r ,  The Evolut ion  o f  the Reaping 
Ma.chine (Washington:  G o ve rn m e n t  Pr int ing  O f f i c e ,  1902), U. S. 
D epartm ent  o f  A g r i c u l tu r e  Bulletin ,  p. 103.

6
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tured  by d i f ferent  c o m p a n ie s .  Cyrus  M c C o r m i c k  applied  f o r ,  and r e 

ce iv e d ,  a. patent on his r e a p e r  on June 21, 1834.  ̂ Th is  em inent ly  

s u c c e s s f u l  m a c h in e  b e c a m e  the foundat ion fo r  a f i r m  w hich  b e c a m e  a. 

l e a d e r  in the f a r m  equipment industry .  The f i r s t  thresh ing  m ach in e  

was d e ve lo p e d  by H ir ia m  and John P i t t s ,  of  Winthrop,  M aine ,  in

1834. The  m a c h in e  was  p o w e r e d  by h o r s e s  but its fea tures  w e r e  in -

2c o r p o r a t e d  into the la ter  m a c h in e s  built f o r  s tea m  p o w e r  operat ion .

The  i n c r e a s e d  p o w e r  needs o f  the f a r m e r ,  e s p e c i a l l y  fo r  

thresh ing  p u r p o s e s ,  led  to the adaptation o f  s tea m  engines  to f a r m  

u se s .  The  f i r s t  p or ta b le  s tea m  engines  d es igned  for  a g r i c u l tu r a l  use 

w e r e  m an u fac tu re d  in 1849- S e v e r a l  d i f ferent  peop le  began m a n u f a c 

turing them s im ultaneous ly .  Steam  p o w e r  b e c a m e  i n c r e a s in g ly  p o p 

ular and dominated  the f a r m  p o w e r  s ce n e  f r o m  1885 until 1915, 

r e a ch in g  a. peak  in ±>out 1913.

The dec l ine  o f  the use o f  s tea m  p o w e r  was cau se d  by  the 

introduct ion  o f  the ga so l ine  tra.ctor.  The ga so l ine  f a r m  t r a c t o r  was 

in use e x p e r im e n ta l ly  a.s e a r l y  a.s 1892 but few  w e r e  so ld  p r i o r  to 

1900. The f i r s t  r e a l l y  s u c c e s s f u l  gaso l ine  t r a c t o r  built  in the United

^M err it  F in ley  M i l l e r ,  p. 17.

^Reynold  M. Wik, Steam P o w e r  on the A m e r i c a n  F a r m  
(Philadelphia. : U n ivers i ty  o f  Pen nsy lvan ia  P r e s s ,  1953), p. 16.
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States was d e ve lo p e d  in 1902. M a n u fa c tu r e rs  o f  gas  t r a c t o r s  p r o 

l i f e ra te d  in the fo l low ing  y e a r s .  T h e se  t r a c t o r s  soon  r e p la c e d  s team  

p o w e r  on the A m e r i c a n  farm .

Retai l ing  F a r m  M a c h in e r y  in North  Dakota

T h e s e  e a r ly  m a c h in e s ;  the r e a p e r ,  the t h r e s h e r ,  and the 

s tea m  t r a c t o r ,  f o r m e d  the inventory  o f  the im p le m e n t  d e a le r  between 

1830 and 1910. T h e y  w e r e  used in North  Dakota, during the y e a r s  of  

the "bonanza, f a r m e r "  who needed m a c h in e s  to cult ivate  the vast  a c r e 

age he a cq u ire d .  The f a r m e r  found that the use o f  m a c h in e s  was the 

qu ick es t  way to in c r e a s e  his a c r e a g e ,  p rodu ct ion  and wealth.  The 

m a n u fa c t u r e r s  fe lt  that a. m a c h in e  which  w ithstood  the r i g o r s  o f  o p e r a 

tion on these  f a r m s  cou ld  be o p e ra te d  s u c c e s s f u l l y  anywhere .

The  Hudson Bay  F u r  Com pany so ld  m o w e r s  and m i s c e l 

laneous equipm ent  to the se t t le r s  o f  the R ed  R iv e r  V a l le y  during the 

2
1860 's .  Th is  s e e m s  to be the f i r s t  attempt at reta i l ing  fa.rm e q u ip 

m ent  in North  Dakota.. The Hudson Bay Company did not m a r k e t  f a r m  

equipm ent  on a. l a r g e  s c a le  and soon  w ithdrew  f r o m  the endeavor  e n 

t i r e ly .  No data, a re  ava i lab le  to d i s c l o s e  when the f i r s t  im p lem en t  

d e a le r  l o ca te d  in the state o f  North  Dakota. E v id e n c e  indicates  that

^Reynold M. Wik, p. 203.

Z •H i s t o r y  o f  the Red R iv e r  V a l l e y , by va r io u s  w r i t e r s ,
V o l .  I, (Grand F o r k s : Hera.ld P r int ing  C o . ,  1909),  p. 356.
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e a r l y  e n tr e p re n e u rs  w e r e  s m a l l ,  som ew hat  unre l iab le  b u s in e s se s .  

B e c a u s e  of  the inadequac ies  o f  these  f a r m  equipment r e t a i l e r s ,  the 

e a r ly  "bonanza, f a r m e r s "  found it n e c e s s a r y  to go to St. Paul ,  

Minnesota.,  to p u r c h a s e  their  f a r m  equipment as late as 187 5. ^

It soon  b e c a m e  u n n e c e s s a r y  to go to Minnesota  to p u rch a se  

f a r m  equipment.  The extens ion  o f  the ra i l r o a d  was an im portant  link 

in the d istr ibut ion  s y s te m .  The opportun it ies  fo r  p r o f i t  p r e se n te d  by 

the la rg e  demands  in the Red R iv e r  V a l le y  lead  a. rush  by the m a n u 

f a c t u r e r s  to e s ta b l i sh  b r a n c h e s  in this area..

In 1879 s e v e r a l  of  the d i f ferent  harvest ing  m ach ine  
c o m p a n ie s ,  s o m e  o f  which  c o m p r i s e  the p resen t  
International  H a r v e s te r  Com pany o f  Am erica . ,  opened 
b r a n c h  houses  in F a r g o ,  s o m e  loca t ing  their  branches  
a.t G rand  F o r k s  in o r d e r  to p la ce  their  s to ck  o f  e x 
t ras  and m a c h in e s  near  the sett lem ents  and the2m a c h in e  trade  was w o rk e d  f r o m  these  points .

T h e s e  ea.rly b ran ch  houses  e vo lv e d  into the p r e s e n t  day f a c t o r y  d i s 

tr ibution outlets .  F a r g o  is s t i l l  the la r g e s t  m a c h in e r y  d istr ibut ion  

cen ter  in North  Dakota.

The  f a r m  equipment d e a le r s  cont inued to thr ive  a f ter  the 

d ec l in e  o f  bonanza, fa rm in g .  Tab le  1 ind icates  the growth and sa les  

pattern f o r  f a r m  equipment d e a le r s  f r o m  1929 to 1968. A c c u r a t e  

r e c o r d s  o f  the actual num ber  o f  r e t a i l e r s  who cou ld  quali fy  as f a r m

Ĥ i s t o r y  o f  the Red  R iv e r  V a l l e y , p. 201. 

ZI b i d . , p. 357.
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equipm ent  d e a le r s  in N orth  Dakota., a re  not avai lab le  p r i o r  to 

1929-

T A B L E  1

F A R M  E Q U IP M E N T  D E A L E R S  AND SALES 1929-1968

Y ear
N u m ber  of  

D e a le r s
Sales  

($1, 000)

19 2 9 3 482 16, 163

1935a 426 7, 659

19 3 9a 336 6, 963

1948b 573 8 2 ,2 9 3

1954° 498 75, 033

1958d 469 96 ,227

196 3e 400 110 ,594

1968f 411 150 ,000

aU. S. B u reau  of  Census ,  Census o f  B u s in e s s :  1939 
V o l .  1, Reta i l  T r a d e  Sta t is t ic s ,  P a r t  3, Kinds of  B u s in e s s  by A r e a s ,  
States ,  Counties  & Cit ies ,  U. S. G overn m en t  Pr in t ing  O f f i c e ,  W a s h 
ington, D. C-, 1941, p. 59.

L

DU. S. B u reau  o f  Census ,  U. S. Census  o f  B u s in e s s :
1948 , Bullet in  No. l - R - 3 3 ,  Reta i l  T r a d e ,  North Dakota., U. S. G o v 
e rn m e n t  Pr in t in g  O f f i c e ,  Washington 25, D. C. , p. 33. 02.

Q
U. S. B u reau  of  Census ,  U. S. Census  o f  B u s in e s s :  

19 5 4 , Retai l  T r a d e  A r e a  Bullet in ,  R - l - 1 ,  U. S. S u m m a r y ,  U. S. 
G o v e rn m e n t  Pr in t ing  O f f i c e ,  Washington 25, D. C. , pp. 1-54.
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^U. S. Bureau o f  Census ,  U, S. Census o f  B u s i n e s s :
1958 , Reta i l  T r a d e ,  BC 58-RAJL, U. S. S u m m a r y ,  U. S. G o v e rn m e n t  
P r int ing  O f f i c e ,  Washington 25, D. C. , pp. 1-43.

e U. S. Bureau o f  Census ,  Census o f  B u s in e s s :  1963,
V o l .  2, Reta i l  T r a d e  Area. S ta t is t i c s ,  N. Carolina, to W y om in g ,  Guam 
& V i r g in  Is lands ,  U. S. G o v e r n m e n t  Pr in t ing  O f f i c e ,  Washington 25, 
D. C . , pp. 35 -6 .

r
f i g u r e s  e s t im ate d  by the North  Dakota. Im p lem ent  D e a l 

e r s  A s s o c i a t i o n ,  R. C. W i l l i a m s .

The  f o r m a t io n  o f  an im p le m e n t  d e a l e r ' s  a s s o c ia t i o n  in 

1889 ind ica tes  a p p r o x im a te ly  a. hundred f a r m  equipm ent  r e t a i l e r s  in 

the Red R iv e r  V a l le y .  It is im p o s s i b l e  to d e te rm in e  how m any  o f  

these  d e a le r s  r e s i d e d  in North  Dakota. The  in fo rm a t ion  avai lab le  

ind icates  that the num ber  o f  d e a le r s  r o s e  and fe l l  with the fortunes  

of  the f a r m e r .  In " g o o d "  t im e s  d e a le r sh ip s  p r o l i f e r a t e d  while  in 

" b a d "  t im e s  the number  of  r e t a i l e r s  dec l ined .  In each  c y c l e  the 

m a r g i n a l  o p e r a t o r s  w e r e  f o r c e d  out of  bus in ess .  The  sa le s  f lu c tu 

ated with the v a g a r ie s  o f  the w eather  and fortunes  o f  the harvest .

A B r i e f  H is to r y  o f  the North Dakota.

Im p lem ent  D e a le r s  A s s o c i a t i o n  

The  North Dakota. Im p lem ent  D e a le r s  A s s o c i a t i o n  has its 

o r ig in  in the R ed  R iv e r  V a l ley .  In 1899, a. group  o f  R ed  R iv e r  V a l l e y  

Im p lem ent  D e a le r s  got  together  in Grand F o r k s  to d i s c u s s  the d i f f i 

cu lt ies  o f  the industry  at that t im e .  The group d e c id e d  to m e e t  in

M inneapo l is  on January 22, 1900, to f o rm u la te  o rgan iza t iona l  plans
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with J. J. Dougherty  o f  P a r k  R iv e r  as ch a ir m a n  and Ja m e s  M c P h a i l  

o f  La.ngdon as t e m p o r a r y  s e c r e t a r y .  C o m m it te e s  w e r e  es ta b l i sh ed  

and c a l l s  sent to the d e a le r s  to a s s e m b l e  in F a r g o  on F e b r u a r y  21, 

1900. N e a r ly  o n e -h u n d r e d  d e a le r s  ga thered  that day and an o r g a n i 

zat ion known as " T h e  Reta i l  Im p lem ent  D e a le r s  A s s o c i a t i o n  o f  North  

Dakota and N o r th w e s te rn  Minnesota."'*' was  f o r m e d .  A constitut ion 

and b y - la w s  w e r e  adopted and p erm anent  o f f i c e r s  w e r e  e le c ted .

The  a s s o c i a t i o n ' s  o b j e c t iv e s  w e r e  l i s ted  as including 

p r o v i s i o n s  to " p r o t e c t  the r e ta i l e r  f r o m  ' r e ta i l  s a l e s '  be ing m a d e  by 

the j o b b e r s  and m a n u fa c tu r e r s  and prov id ing  penalt ies  t h e r e fo r .  " 

Other  o b je c t i v e s  l i s te d  w e r e  a im e d  at ending the p o l i c i e s  o f  " p r i c e  

cutt ing"  which  w e r e  then quite preva lent ;  at es tab l ish ing  m o r e  un i 

f o r m  p r i c e s ;  and in c r e a s in g  the standing of  the im p le m e n t  d ea ler  in 

his  c o m m u nity .  ^

The  a s s o c ia t i o n  was  instrum enta l  in the fo l low ing  y e a r s ,  

in in troducing  new d e ve lo p m e n ts  to its m e m b e r s .  M r .  W. H. H i g -  

ham,  o f  Grand F o r k s ,  spoke on " G a s o l in e  Engines  f o r  T h re sh in g  

P u r p o s e s , "  during the convention  o f  1901. His  r e p o r t  was r e c e i v e d  

without  enthus iasm .  At the Grand F o r k s  convention  in 1910, M r .

A. Y. M o r e  spoke on " T h e  Use  o f  G aso l in e  Engines  as a F a r m

North  Dakota. Im p lem ent  D e a le r s  A s s o c i a t i o n  Sixty Y e a r  
D iges t ,  ed.  G e o r g e  Dixon,  (F a r g o ,  North  Dakota.: P i e r c e  P r i n t e r s ,  
1959),  p. 26.

^I b i d . , p. 26.
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T r a c t o r .  "  This  r e p o r t  was r e c e i v e d  a l ittle be t ter  as he r e p o r t e d  

that 3 ,0 0 0  a c r e s  o f  land had been broken,  seeded ,  h a rv e s te d ,  and 

hauled to m a r k e t  without the use o f  a h o r s e .  The e a r ly  a r r i v a l  o f  a. 

" h o r s e l e s s "  age was  p re d ic te d .

Other  functions of  the a s s o c ia t i o n  began to d eve lop  during 

these  e a r ly  y e a r s .  P r o t e c t i o n  o f  the im p le m e n t  d e a le r  was  a. p r i 

m a r y  o b je c t iv e .  The a s s o c ia t i o n  e n d o r s e d  leg is la t ion  which  was fe lt  

to benef it  the group ,  spoke out on top ics  and b u s in e ss  p r a c t i c e s  which 

a f fe c ted  its m e m b e r s ,  and o r g a n ize d  the Im p lem ent  D e a l e r s  Mutual 

F i r e  Insurance  Company.

During  the 1912 convention  o f  the North  Dakota. Im plem ent  

D e a l e r s  A s s o c i a t i o n ,  M r .  Curt is  M. Johnson spoke on the " C o s t  of  

Doing  B u s in e s s .  "  The  a s s o c ia t i o n  then c o m m e n c e d  an annual c o s t  of  

doing b u s in e s s  su rvey ,  the resu l ts  o f  which  w e r e  publ ished  fo r  its 

m e m b e r s .  This  s u rve y  ha.s continued to the p r e s e n t  t ime.

" A t  the f ifteenth convention ,  he ld  in F a r g o  in 1914, the 

o rgan izat ion  changed its name to the N orth  Dakota. Im p lem ent  D e a le r s  

A s s o c ia t i o n ,  which  ha.s been  reta ined  until the p re se n t  time." '* '

^North  Dakota Im p lem ent  D e a le r s  A s s o c i a t i o n  Sixty Y e a r  
D iges t ,  p. 27.
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During this p e r i o d  the a s s o c ia t i o n  adopted s e v e r a l  r e s o 

lutions ca l l ing  for  c o m p le t e  honesty  in ad ver t is ing ,  and the statement  

of  fac ts  instead o f  p r o m i s e s  in the adver t is ing  o f  m a n u fa c t u r e r s  and 

j o b b e r s .  A nother  reso lu t ion ,  which  had been ca l l e d  for  e a r l i e r ,  to 

end re ta i l  se l l ing  by m a n u fa c tu r e r s  and j o b b e r s ,  was  rep eated  at this 

t im e .  This  p r a c t i c e  continues  to be a p r o b le m .

The y e a r s  1922 and 1923 w e r e  d i ff icult  t im e s  f o r  f a r m  

equipment d e a le r s .  B u s in e s s  condit ions  b e c a m e  better  f r o m  1925 

until 1931. The d e p r e s s i o n  f o r c e d  the cance l la t ion  o f  the annual m e e t 

ing in 1932 but s e v e r a l  r e g io n a l  m e e t in g s  w e r e  he ld  in an attempt to 

aid the individual  d e a le r s .  Taxat ion  and leg is la t ion  w e r e  im portant  

to p i cs  during the conventions  o f  s u c ce e d in g  y e a r s .

In 1939 the convention  ap p ro ve d  a f f i l ia t ion  with the then 

new National  Reta i l  F a r m  Equipment  A s s o c ia t i o n .  During the war 

y e a r s  of  1942 the A s s o c i a t i o n  he ld  the a.nnual conventions  as a, s e r i e s  

of  " c o n f e r e n c e s "  a im e d  at helping the d ea ler  with re ta i l  se l l ing  p r o b 

l e m s ,  p rodu ct ion ,  m a rk e t in g  and o ther  t im e ly  su b je c ts .  A f te r  the 

w a r ,  the annual convention  with exhibits  b e c a m e  the a c ce p te d  p r a c 

t i c e  again. The A s s o c i a t i o n  es tab l i sh ed  an act ive  lobby  in B i s m a r c k  

after  W o r ld  W ar  II which  it maintains  to this day.

The num ber  o f  d e a le r s  a f fi l iated  with the A s s o c i a t i o n  is 

not ava i lab le  p r i o r  to 1944. The naem bership  is shown in G raph 1, 

f r o m  1944 to 1968. The m e m b e r s h i p  shown r e p r e s e n t s  the d e a le r s
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af f i l iated  with the a s s o c ia t i o n  at the end o f  the f i s c a l  y e a r .  A f f i l i a 

tion with the a s s o c ia t i o n  is not m an d ato ry  but m e m b e r s h i p  is usually 

a. high p e r ce n ta g e  o f  the d e a le r s  in the state.

G R A P H  1

N O RTH  D A K O T A  I M P L E M E N T  D E A L E R S  

ASSOCIATION M E M B E R S H IP 3'

No. of Y ear
D e a l e r s  1944 1949 1954 1959 1964 1968

800

700

600

500

400

300

aF r o m  North  Dakota. Im p lem ent  D e a le r s  A s s o c i a t i o n  r e 

c o r d s .

The a s s o c ia t i o n  continues  to aid d e a le r s  in m eet ing  the

ch a l len g es  o f  a. dynam ic  f a r m  m ark e t .  M arket ing ,  m anagem ent ,  and
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p r o f i t  making  bus iness  p r a c t i c e s  are  s t r e s s e d  during the annual c o n 

f e r e n c e s .  New ideas  and im p r o v e d  bus iness  p r a c t i c e s  a re  brought to 

the d e a l e r s '  attention to aid them in maintaining their  share  of  the 

m a r k e t .  The c o n ce p t  o f  l e as in g  f a r m  equipment was a convention  

top ic  in D e c e m b e r ,  1968. The  m ethod s  o f  se l l ing  this p r o g r a m ,  the 

p r o p e r  lega l  f o r m s  to use,  m e th o d s  o f  a r r iv in g  at an equitable  l e a s e  

rate ,  in c o m e  tax regula t ions  and va r iou s  types  o f  l e a s e s  w e r e  d i s 

c u s s e d .  S o m e  o f  the p r o b l e m s  encountered  by the d e a le r s  w e r e  

pointed  out. D e a le r s  w e r e  ad v ised  about f a c t o r s  to c o n s id e r  b e f o r e  

going into the leas ing  bus iness .

No study o f  the re g io n a l  leas ing  p r a c t i c e s  has been c o n 

ducted. The study of  the m arket ing  as p e c t s  o f  leas ing  has been un

dertaken  because  it is fe lt  that this function  is e s se n t ia l  to the future 

d eve lop m en t  o f  leas ing .  The fo l low ing  chapters  of  this study w il l  

attempt to d e s c r i b e  and analyze  the p r o m o t io n  p r a c t i c e s ,  p r i c in g  

p r a c t i c e s  and the s e r v i c e s  o f f e r e d ,  by l e s s o r s  o f  f a r m  equipm ent  in

N orth  Dakota..



C H A P T E R  III

M A R K E T IN G  P R A C T I C E S  OF F A R M  EQ U IP M EN T 

LESSORS IN NORTH  D AKOTA

G e n e ra l  In form ation

The  p u r p o se  of  this chapter  is to d e s c r i b e  the m arket ing  

p r a c t i c e s  o f  the f i r m s  in North Dakota, who l e a s e  fa r m  m a c h in e r y .

The  m e an  num ber  of  y e a r s  o f  leas ing  e x p e r i e n c e  o f  

e ighteen f i r m s  was  four  y e a r s .  The rem ain ing  f i r m  stated that it had 

lea.sed, as w e l l  as so ld ,  f a r m  equipment fo r  t h i r t y - s e v e n  y e a rs .

Nine of  the f i r m s  had been in the leas ing  bus iness  four  y e a r s  o r  l e s s .  

F o u r  o f  the f i r m s  had been in the business  of  leas ing  only  one yea r .

Ten  o f  the f i r m s  in terv iew ed  le a s e d  f a r m  equipment as a. 

part  o f  the im p le m e n t  reta i l ing  bus iness  while eight f i r m s  had e s t a b 

l ished  separa te  c o r p o r a t i o n s  f o r  the p u rp o se  of  lea.sing m a c h in e r y .  

One d e a le r  had es ta b l i sh ed  a. c o r p o r a t i o n  fo r  the p u r p o se  o f  leas ing  

m a c h i n e r y ,  but a lso  lea.sed through his im p le m e n t  bus iness  which  

e m p h a s iz e d  equipment s a le s .  He lea.sed through the latter  f i r m  when 

the leas ing  c o r p o r a t i o n  was short  of  capital .

17
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F a c t o r s  E s s e n t ia l  to E stab l ish ing  a L e a s in g  F i r m

The  individual d e a le r s  w e r e  asked  to rank the three  f a c 

t o r s  they c o n s i d e r e d  m o s t  e s se n t ia l  to the e s tab l i sh m en t  o f  a s u c c e s s 

ful f a r m  equipment leas ing  f i r m .  T h e se  rankings w e r e  weighted.  The 

weighted  r e s p o n s e s  a re  indicated  in Table  2 which  g ives  the total 

point  value o f  each  fa c to r .

T A B L E  2

F A C T O R S  LESSORS B E L IE V E D  TO BE IM P O R T A N T  
IN ESTABLISHING A LEASING FIRM

F a c t o r W eighted  P o i n t s 3

Adequate  capital  o r  am ple  c r e d i t 46
E x p e r i e n c e  in leas ing 12
K nowledge  o f  f inance  m ethods 11
P r o d u c t  knowledge 10
A s s u r a n c e  of  an initial  l e a s e  vo lum e 9
A good  p r o m o t io n  plan 5
Sound knowledge  o f  m ark e t in g  facts 5
K nowledge  o f  what to s tock 2
A v e r y  durable  product 2
Other 11

aS ca le  is weighted  by three  for  the m o s t  im portant  fa c to r ;  
two f o r  the next m o s t  im portant  fa c to r  and one fo r  the th ird  m o s t  
im portant  fa c to r  as indicated  by d e a le r s .

Seventeen o f  the d e a le r s  fe lt  capital was  im portant  to 

setting up a leas ing  bus iness .  T h ir teen  o f  these f i r m s  indicated  that 

adequate  capital  was the single  m o s t  im portant  fa c to r  in es tab l ish ing
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a. leas ing  bus in ess .  Adequate capital  is defined as enough m o n e y  a v a i l 

able to the d e a le r  to pay the m a n u fa c tu re r  for  the equipment to be 

l e a s e d  and o p e ra te  the d e a l e r ' s  f i r m  while  wait ing fo r  the annual 

l e a s e  paym ents  to be  paid.  L a r g e  amounts  o f  cap ita l  a re  n e c e s s a r y  if 

an adequate inventory  o f  equipment to be l e a s e d  is maintained.  The 

l e s s o r  m u s t  be p r e p a r e d  to o p e ra te  three  o r  four  y e a r s ,  depending 

on l e a s e  ra tes ,  f o r  the leas ing  bus iness  to supply a return  la rg e  

enough to c o v e r  his  init ial  investm ent  and p r o v id e  a. pro f i t .

E x p e r i e n c e  in le as in g  was the secon d  m o s t  im portant  r e s 

ponse .  S ix  d e a le r s  fe lt  that p r e v io u s  e x p e r i e n c e  is es sent ia l  to the 

es ta b l i sh m en t  o f  a leas ing  f i r m  None of  these  d e a le r s  had the p r i o r  

e x p e r i e n c e  w hich  they fe lt  was e sse n t ia l  to a s u c c e s s f u l  leas ing  o p e r a 

tion.

The  third m o s t  r e c u r r i n g  fa c to r  c i ted  by d e a le r s  was 

knowledge  o f  the va r iou s  f inancing m ethod s  avai lab le  to the d ea ler .

The  knowledge  of,  and the abi l i ty  to use,  the f inanc ia l  t oo ls  avai lab le  

to the d e a le r s  are  es se n t ia l  to his s u c c e s s .  S ix  d e a le r s  indicated  

that this was  an im portant  fa c to r  in es tab l ish ing  a leas ing  bus in ess .

The m a j o r  m a n u fa c tu r e r s  o f  f a r m  equipment o f f e r  s o m e  

f inanc ia l  a s s i s t a n c e  to the d e a le r s  in terv iew ed .  (A m a jo r  m a n u f a c 

tu r e r  is a f a r m  equipment m anufactur ing  f i r m  which p r o d u c e s  t r a c 

t o rs  and a full  l ine o f  aux i l ia ry  equipment such as seeding ,  harvest ing ,  

t i l lage  and haying equipment.  )



20

T h e s e  m a n u fa c tu r e r s  o f f e r e d  two types  o f  f inanc ia l  a s s i s 

tance :  (1) the m an u fa c tu r e r  would a c c e p t  the le a s e  as c o l la t e r a l ;  and 

(2) the m an u fa c tu r e r  reques ted  annual payments  which w e r e  l e s s  than 

the annual l e a s e  paym ent  r e c e i v e d  by the d ea ler  fo r  the financed e q u ip 

ment .  Of the d e a le r s  in terv iew ed ,  twelve  w e r e  unaware o f  the e x i s t 

ing f inancia l  a s s i s t a n c e  avai lab le  to them f r o m  the m anufactur ing  f i r m  

supplying their  equipment o r  did not c a r e  to ut i l ize  such a s s i s ta n c e .  

Only seven  d e a le r s  indicated  that their  suppl ier  o f  f a r m  equipment 

p r o v id e d  them with f inanc ia l  a s s i s ta n c e .

E x te n s iv e  famil ia .r ity with the im p lem en ts  to be leased ,  

i. e. , p ro d u ct  knowledge,  rated  as the fourth  fa c to r  e s se n t ia l  to the 

es ta b l i sh m en t  o f  a leas ing  f i rm .  Two d e a le r s  said produ ct  knowledge  

coup led  with knowledge  o f  the c u s t o m e r ,  i. e. his f a r m  s ize ,  and the 

way he took c a r e  o f  m a c h in e r y ,  w e r e  im portant  a s p e c t s  o f  leas ing  to 

a. f a r m e r .

A s s u r a n c e  o f  an initial  l e a s e  vo lu m e  ranked as the fifth 

fa.ctor a. d e a le r  should be aw are  o f  be fo re  going into the leas ing  b u s i 

ness .  One d e a le r  fe l t  that an a s s u r e d  vo lu m e  was  the m o s t  im portant  

fa.ctor in leas ing  while  three  fe lt  it was the se co n d  m o s t  important,  

thing to p o s s e s s  b e fo re  going into the leas ing  bus iness .  H o w e v e r ,  

none o f  these  four  d e a le r s  m ad e  an attempt to d e te rm in e  what e q u ip 

m e n t  was  n e c e s s a r y  o r  how m u c h  o f  it to s tock  b e fo r e  going into

leas ing .
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In s u m m a r y ,  two o f  the three  top ranked fa c t o r s  essent ia l  

to e s tab l ish ing  a. leas ing  bus iness  r e p re s e n te d  fa c t o r s  re lat ing to f i 

nance. T h e s e  f a c t o r s  w e r e  adequate capita l  and knowledge  of  f inance  

m e th o d s .  Adequate  capital  was the s ingle m o s t  e s se n t ia l  fa c to r  to the 

e s tab l i sh m en t  o f  a leas ing  f i r m .

Equipm ent  L e a s e d  and S e r v i c e s  
P e r f o r m e d  by L e s s o r s

Equipm ent  leased

A l l  of  the d e a le r s  le a s e d  t r a c t o r s  and h a rv e s t  equipment.  

T h e se  f a r m  im p le m e n ts  a re  the m o s t  e s se n t ia l  to a. f a r m e r ,  but are  

among the m o s t  c o s t ly  i t em s  in his inventory .  The  demand f o r  these 

i tem s  is usually  init iated by the f a r m e r  who is fa ce d  with in c r e a s in g  

capital  r e q u i r e m e n t s .  The f a r m e r  who t rad it ion a l ly  values  o w n e r 

ship m a y  be look ing  at his investm ent  in t e r m s  of  use value and thus 

invests  his  m o n e y  on i tem s  which  p ro v id e  a. fa s t e r  rate o f  re turn  on 

investm ent  than m a c h in e r y .

The f a r m e r  who is expanding rap id ly  m a y  not want to tie 

up a, l a r g e  amount o f  m o n e y  in m a c h i n e r y  but rather  invest  in land.

Lea,sing p e r m i t s  the f a r m e r  to have m o d e r n  equipment while  at the 

s a m e  t im e ,  in c r e a s e s  his land ho ld ings ,  because  he can c o m m i t  

l e s s  m o n e y  to m a c h i n e r y  investm ent .  L ea s ing  a lso  a l low s  the 

f a r m e r  who is c l o s e  to r e t i r e m e n t  to p o s s e s s  m o d e r n ,  e f f i c ient
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m a c h i n e r y  without a. l a r g e  capital  out lay f o r  m a c h i n e r y  which  cou ld  

not br ing a, r e s a l e  p r i c e  when the f a r m e r  so ld  out.

The  ex tens ive  capita l  outlay r e q u ir e d  o f  the f a r m e r  m ak es  

le as in g  an at tract ive  a lternat ive  to buying. F u r t h e r m o r e ,  h arv e s t  

equipment is used during a r e la t iv e ly  short  annual t im e span and m a y  

b e c o m e  o b s o le t e  qu ick ly  as innovations a.nd im p r o v e m e n t s  in h a r v e s t 

ing equipm ent  o c c u r  rapidly .  Sixteen of  the d e a le r s  l e a s e d  tilla.ge 

equipment.  Th ir teen  o f  the d e a le r s  l e a s e d  seeding  equipment.  Ten  

d e a le r s  lea.sed haying equipment.  Only f ive  d e a le r s  of  the total l e a s e d  

m i s c e l l a n e o u s  f a r m  equipment such as s p r e a d e r s ,  ground l e v e l e r s ,  

B ob ca t  l o a d e r s ,  and other  s p e c ia l i z e d  f a r m  equipment.  T r u c k s  w e r e  

the leas t  popular  l e a s e d  item. Only three  d e a le r s  l e a s e d  trucks .

The  p r e se n t  e c o n o m i c  situation,  c r e a t e d  by high in terest  

rates  and m a n y  demands  fo r  the f a r m e r ' s  cap ital  is fa v o r a b le  to the 

l e s s o r  be cau se  it s t imulates  f a r m e r s  to demand the l e s s o r ' s  s e r v i c e s .  

If e c o n o m i c  condit ions  should suddenly change,  the l e s s o r  would have 

to s t imulate  the demand.

P r o d u c t  inventory

E le v e n  o f  the d e a le r s  leased  new equipment only ,  while 

the rem ain ing  eight le a se d  both new and used equipment.  No l e s s o r  

m a d e  it a. p r a c t i c e  to le a s e  only  used equipment.
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The type o f  equipment l e a s e d  is l a r g e ly  d e te rm in e d  by  the 

dem ands  p la c e d  upon the l e s s o r  by the f a r m e r .  The  d ea ler  s to ck s  the 

equipment which  he f e e ls  he can se l l  in his t e r r i t o r y .  If the e q u ip 

m e n t  cannot be so ld ,  o f ten  the dea ler  w i l l  l e a s e  it on the assum pt ion  

that the equipment can eventually  be so ld  as used equipment,  and that 

the p r o f i t  f r o m  the initial  l e a s e  and subsequent  sa le  w i l l  g ive an a d e 

quate return  on his investm ent .

No one m ethod  o f  d e term in ing  what equipment to s tock  as an 

inventory  f o r  leas ing  p u r p o s e s  was  used by all  the f a r m  equipment 

d e a le r s  in terv iew ed .  L ea s in g  only the equipment in s tock  was  the 

p r a c t i c e  o f  th ir teen  d e a le r s .  The  d e a le r  s to ck ed  these  i t em s  b e c a u s e  

he fe lt  he cou ld  s e l l  them as w e l l  a.s l e a s e  them. Six d e a le r s  indicated  

that their  equipment to be lea.sed was o r d e r e d  only  on the requ es t  o f  a 

p r o s p e c t i v e  l e s s e e .

In s u m m a r y ,  the im p le m e n t  d e a le r s  use  l e as in g  as a s u p 

p lem ent  to s a l e s .  The equipment le a s e d  was the equipment n o r m a l ly  

so ld  in the sa les  t e r r i t o r y .  C u s to m e r s  who did not want to spend the 

m o n e y ,  o r  a s s u m e  the debt n e c e s s a r y  to p u r c h a s e  the equipment 

l e a s e d  the equipment.  The individual d ea ler  attempted to i n c r e a s e  his 

sha.re o f  the m a r k e t  in his sa les  t e r r i t o r y  by o f f e r in g  to f i l l  the needs  o f  

the f a r m e r  by  a lternate  m e th o d s .  The d e a le r s  fe l t  that the l e a s e d  

equipment cou ld  be so ld  la ter ,  as used equipment,  at a. prof i t .
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Length  o f  l e a s e

T w e lv e  o f  the d e a le r s  l e a s e d  on a. short  t e r m  bas is  only 

( l e s s  than two y e a r s ) ;  four  le a s e d  on a. long t e r m  bas is  only ,  and three  

o f f e r e d  both long and short  t e r m  l e a s e s .  One respondent  indicated  

tha.t he l e a s e d  equipment to f a r m e r s  s o l e ly  on a. short  t e r m  bas is  b e 

cau se  the w arra n ty  on the new equipment was r e s t r i c t e d  to one y e a r  

and he fe l t  it n e c e s s a r y  to have w arra n ty  p ro te c t io n  during the ent ire  

p e r i o d  o f  the leas ing  a g re e m e n t .  (W arranty  p ro te c t io n  in this i n 

stance  was the guarantee o f  the m a n u fa c tu re r  on the parts  and c o n 

s truc t ion  of  a. m a c h in e .  ) If a m a c h in e  r e q u ir e s  r e p a ir s  during the 

w arra n ty  p e r io d ,  the m a n u fa c tu r e r  pays the c o s t  o f  m a t e r ia l s  and 

s o m e  o r  all  o f  the labor  c o s t s  in c u r r e d  by the d ea ler  unless  the 

m a ch in e  dam age  is cau se d  by the o p e r a t o r .  This  w arra n ty  a g r e e 

m ent  is c o m m o n  to all  d e a le r s .  It is be l ieved  that the length of 

wa.rra.nty has s o m e  in f luence  upon the l e s s o r ' s  d e c i s i o n  to l e a s e  on a. 

short  t e r m  ba;sis. Other f a c to r s  a f fect ing the length o f  the le a s e  

p e r i o d  are :  (1) the needs of  the f a r m e r ;  (2) the usefu l  l i fe  o f  the 

m a c h in e ;  (3) the sa lab i l i ty  o f  the m ach in e  as used equipment.

S e r v i c e s  p e r f o r m e d  by l e s s o r s  

Seventeen d e a le r s  o f f e r e d  only a. n on -m ain tenan ce  le a s e  

to the f a r m e r .  This  type of  l e a s e  g ives  the l e s s o r  a m in im a l  r e s 

pons ib i l i ty  in p e r f o r m i n g  m aintenance  upon the m a c h in e r y .  The
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l e s s o r  is only  r e s p o n s ib l e  f o r  fu l fi l l ing  the e x p r e s s e d  w arranty  a g r e e 

m e n ts  o f  the m a n u fa c tu r e r  o f  the equipment.  The l e s s e e  a s s u m e s  

a.ll r e sp o n s ib i l i t y  and c o s t s  o f  keeping the m a c h in e  in p r o p e r  w ork in g  

condit ion.  A l l  tune-up w o rk ,  fuel  and o i l  f i l t e r s  fo r  m o t o r  dr iven  

equipment,  and other  routine r e p a i r s  m u s t  be pa.id fo r  by the l e s s e e .

R e a so n s  g iven by respondents  fo r  o f fe r in g  only the non-  

m a in tenan ce  l e a s e  w e r e  that the leas ing  f i r m  was  not able  to p e r f o r m  

the function b e cau se  o f  a. l im ited  sta ff  o f  mecha.nics  and that f a r m e r s  

did not ask f o r  the ful l  s e r v i c e  l e a s e .

T w o  respondent  f i r m s  o f f e r e d  a. ful l  s e r v i c e  lease .  A 

fu ll  s e r v i c e  l e a s e  ob l iga tes  the l e s s o r  to p e r f o r m  al l  m aintenance ,  

inc luding o i l  change,  tune -ups ,  and lubr ica t ion  o f  the le a s e d  m a c h 

in e ry ,  as part  o f  the l e a s e  a g re e m e n t .  A l l  o f  the f i r m s  re q u ir e d  the 

o p e r a t o r  to p e r f o r m  the dai ly  c a r e  and ma.intena.nce n e c e s s a r y  to i n 

su re  p r o p e r  p e r f o r m a n c e  of  the m ach ine .

Seventeen d e a le r s  p r o v id e d  their  c u s t o m e r s  with p i c k -u p  

and d e l i v e r y  of  l e a s e d  equipment.  F iv e  of  these  c h a rge d  the l e s s e e  

fo r  this s e r v i c e .

S e r v i c e s  g iven to l e s s e e s  a re  e s se n t ia l ly  the s a m e  s e r 

v i c e s  given to p u r c h a s e r s  e xcep t  in the instances  noted. The  full  

s e r v i c e  l e a s e  is not being o f f e r e d  by m o r e  d e a le r s  p r o b a b ly  because  

m an y  l e s s o r s  do not have a staff  o f  m e c h a n i c s  la rg e  enough to
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p e r f o r m  o n - t h e - f a r m  s e r v i c e  op e ra t io n s .  In addition,  s o m e  f a r m e r s  

a r e  quite s e p a ra te d  g e o g r a p h i c a l l y  f r o m  the l e s s o r ,  thus m aking  s e r 

v i c e  by the l e s s o r  exp ens ive .

P r o m o t i o n

A d v e r t i s in g

The  A m e r i c a n  M arket ing  A s s o c i a t i o n  de f ines  a d ve r t is in g  

as "a n y  paid f o r m  o f  n o n - p e r s o n a l  p resentat ion  and p r o m o t io n  o f  

idea.s, go o d s ,  o r  s e r v i c e s  b y  an identi fied  s p o n s o r .  Ten  of  the 

respondent  ind icated  that they a d v e r t i s e d  that they le a s e d  e q u ip 

m ent .  D i r e c t  m a i l  was the m o s t  popular  ad ver t is ing  m e d iu m  as 

nine o f  the ten d e a le r s  who a d v e r t i s e d  used this m e d iu m .  T ab le  3 

indica.tes the media, used by a d v e r t i s e r s .

D i r e c t  m a i l  was used e x c lu s iv e ly  by three  d e a le r s .  No 

o ther  media,  r e c e i v e d  this total ad ver t is ing  c o m m it m e n t .  C o m p a r e d  

to rad io ,  t e le v i s io n ,  m a g a z in e s  and n e w sp a p e r s ,  d i r e c t  m a i l  is ,  in 

t e r m s  o f  total investm ent ,  a. r e la t iv e ly  low  c o s t  m ethod  o f  a d v e r 

t is ing.  L e s s o r s  o f  f a r m  equipment ha,ve a. l im ited  num ber  o f  peop le  

who a re  in te re s te d  in their  product .  T h e r e f o r e ,  the appeal  to a. 

l a r g e  aud ience ,  ga ined by the use o f  rad io ,  t e le v i s io n ,  m a g a z in e s  

and n e w sp a p e r s ,  does  not g ive  the l e s s o r  o f  fa.rm equipm ent  a, r e 

turn on his adver t is in g  investm ent  la rg e  enough to w arrant  the

^M arket ing  D e f in i t i o n s , p. 9-
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T A B L E  3

N U M B E R  OF D E A L E R S  AND ADVERTISING 
M ED IA USAGE

Media.
N um ber  o f  

U s e r s

P e r  cent  o f  all 
l e s s o r s  using 

media.3

P e r  cent  o f  
a d v e r t i s e r s  

using m e d ia

D i r e c t  m a i l 9 47 90

Radio 7 37 70

N e w sp a p e r s 5 36 50

Telep hon e
D i r e c t o r y 3 1 6 30

T e l e v i s i o n 1 5 10

aPercenta .ges  total o v e r  100% b e c a u s e  s o m e  f i r m s  use 
m o r e  than one media..

addit ional exp ense  o f  these  m e d ia .  D i r e c t  m a i l  a l lows  the l e s s o r  to 

s e l e c t  exa c t ly  who he w ishes  to r e c e i v e  his advert is ing .  The d ea ler  

can deve lop  a. m a i l in g  l i s t  f o r  his adver t is ing  by co m p i l in g  the 

n am es  o f  c u s t o m e r s  who are  regu la r  c l ien ts ,  have a good  f inanc ia l  

rating,  o r  by  any other  criteria ,  which  he f e e l s  m ak e  the r e c e i v e r  a. 

potentia l l e s s o r .  He m a y  p la ce  the nam es  o f  f a r m e r s  who are  about 

to r e t i r e  but need good  equipment fo r  a. yea r  o r  two and f a r m e r s  who 

are  expanding rapid ly  but have l im ited  capital ,  on a. m a i l ing  l i s t  to 

g ive  them s p e c ia l  adver t is ing  attention.
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Radio  was the se co n d  m o s t  popular  m e an s  o f  adver t is ing  

by  l e s s o r s .  Radio  is capable  o f  reach ing  a, m a s s  audience  and d e 

l iv e r in g  the a d v e r t i s e r ' s  m e s s a g e  f requent ly  throughout the day. 

Radio  a d v e r t i s e m e n ts  can get the attention o f  the f a r m e r  while  he is 

w ork ing .  No other  media,  can re a ch  the f a r m e r  in this m anner .

Radio  a l lows  the a d v e r t i s e r  to r e a ch  all  the f a r m e r s  in the area.. A 

d isadvantage  o f  rad io  ad ver t is ing  is that the r a d i o ' s  s ignal  m a y  not 

inc lude  all  o f  the sa les  t e r r i t o r y  o f  the l e s s o r .   ̂ Seven leas ing  f i r m s  

used  radio  as an adver t is in g  m ed ium .

N e w sp a p e r s  w e r e  the th ird  m o s t  popular  m e a n s  of  a d v e r 

t is ing  e m p lo y e d  by leas ing  f i r m s .  F iv e  f i r m s  a d v e r t i s e d  in n e w s 

p a p e r s .  N e w sp a p e r s  are  a, good  m e an s  o f  reach ing  a. l o c a l  audience .  

N e w sp a p e r s  r e a c h  n e ar ly  e v e r y o n e  in the c o m m u n ity  but only  a few

o f  the r e a d e r s  a re  potentia l  l e s s e e s .  Consequent ly ,  the c o s t  per

2
r e a d e r  is r e la t iv e ly  high.

F iv e  o f  the ten l e s s o r s  who a d v e r t i s e d  e s t im ate d  their  

annual adver t is in g  budget  f o r  1968 at $800 or  l e s s .  T h r e e  o f  the 

respondents  indicated  an annual adver t is in g  budget  o f  $2, 500 in 1968 

while  two fa i led  to respond .  The  d e a le r s  did not separa te  p r e c i s e l y

*John S. Wright  and Daniel  S W a r n e r ,  A d v e r t i s i n g , 
(Second  ed. ; New Y o r k :  M c G r a w - H i l l ,  Inc.  , 1966),  p. 169-

^Ibid. , p. 1 6 8 -
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the amount o f  m o n e y  they devoted  to adver t is ing  the leas ing  bu s in e s s  

f r o m  the amount o f  m o n e y  they budgeted fo r  a d ve r t is in g  the i m p l e 

m e n t  b u s in e ss  in gen era l .  One f i r m  indicated  that a s m a l l  p o r t io n  o f  

e a c h  p i e c e  o f  d i r e c t  m a i l  sent to f a r m e r s  was devoted  to p r o m o t in g  

the leas ing  bus iness .

Although l e s s o r s  w e r e  not quest ioned  about their  r e a s o n s  

f o r  not ad ver t is ing ,  one d ea ler  said,  " I  don 't  have to a d v e r t i s e ,  the 

P C A  and FHA ( fa r m  o r ie n te d  lending institutions) keep sending guys , 

(i. e. f a r m e r s  d e s i r in g  m a c h in e r y )  down h e re  fa s t e r  than I can 

handle (i. e. l e a s e  to) them. "  One d e a le r  fe lt  he could be m o r e  s e 

l e c t iv e  in p ick ing  c u s t o m e r s  if  he did not ad ve r t i s e .  S e v e r a l  d e a le r s  

indicated  that they did not a d v e r t i s e  because  their  leas ing  f i r m s  

w e r e  operat ing  at ful l  capac i ty .  T h e se  f i r m s  had all  their  avai lab le  

equipment l e a s e d  and cou ld  not obtain m o r e  equipment to l e a s e  b e 

cau se  they did not have the f inanc ia l  r e s o u r c e s  n e c e s s a r y  to obtain 

m o r e  equipment.  Other d e a le r s  fe lt  that adver t is in g  was u n n e c e s 

s a r y  beca.use f a r m e r s  r e c e i v e d  suf f i c ient  w ord  o f  m outh  in fo rm a t ion  

f r o m  p r e s e n t  l e s s e e s .

P u b l i c i ty  a lso  pla.yed a. r o le  in the p r o m o t io n a l  p o l i c i e s

of  those  who did not a d ve r t ise .  P u b l i c i ty  is

N o n - p e r s o n a l  st imulation o f  demand for  a. p roduct ,  
s e r v i c e ,  o r  bus iness  unit by planting c o m m e r c i a l l y

^Comm ent  o f  one respondent  in the s u r v e y  o f  19 fa r m  
equipment l e s s o r s .
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s ign i f icant  news about it in a. publ ished  m e d iu m  o r  
obtaining f a v o r a b le  p resenta t ion  o f  it upon radio ,  
t e le v i s io n ,  o r  stage that is not paid f o r  by the 
s p o n so r .  ^

L e a s in g  has r e c e i v e d  m u c h  fa v o r a b le  publ ic i ty  in national and r e 

g iona l  f a r m  m a g a z in e s  which  m ak es  p r o m o t io n  l e s s  n e c e s s a r y  to the 

d e a le r  than would  o th e rw is e  be the c a s e .  In e f fe c t ,  the f a r m e r  is 

p r e - s o l d  on le as in g  through the publ ic i ty  given it a.nd seeks  a. d ea ler  

who has equipment at a. fa v o r a b le  rental  a r rangem en t .

F iv e  o f  the l e s s o r s  who a d v e r t i s e d  in 1968, ba.sed their  

adver t is in g  budget on past  sa les .  The amount spent under this

m e th o d  was  d e te rm in e d  by m ult ip ly ing  the p r e v io u s  y e a r ' s  sa les

2v o lu m e  by a. p e r ce n ta g e  f igure  es tab l i sh ed  by m anagem ent .  The p e r 

centage  was based  on industry  a v e ra g e s  o r  what the c o m p a n y  had 

spent in the past  f o r  adver t is ing .  The m a jo r  w eakn ess  o f  this 

m e th o d  is that l ittle attention is g iven to the s p e c i f i c  needs  of  the 

f i r m .  The rem ain ing  f i r m s  that a d v e r t i s e d  did not have a. f ixed  

m e th o d  o f  d e term in in g  the adver t is in g  budget.  M anagem ent  a l lo ca te d  

funds to adver t is in g  on a. s p u r - o f - t h e - m o m e n t  ba s i s .

In s u m m a r y ,  l e s s o r s  e x e r t  v e r y  l i tt le e f fo r t  and m o n e y  

on a d ve r t is in g  their  leas ing  b u s in e s s .  P u b l i c i ty  and w o r d - o f - m o u t h  

e x p r e s s i o n s  s e r v e d  as a substitute  f o r  adver t is ing .

^M arket ing  D e f in i t i o n s , p. 19.

2 John S. W right  and Danie l  S. W a r n e r ,  p. 471.
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P e r s o n a l  se l l ing

The C om m it tee  on Defin it ions  o f  the A m e r i c a n  M arket ing  

A s s o c i a t i o n  de f ines  p e r s o n a l  se l l ing  as " o r a l  p resenta t ion  in a. c o n 

v e r s a t i o n  with one  o r  m o r e  p r o s p e c t i v e  p u r c h a s e r s  fo r  the p u r p o se  

o f  m aking  s a le s .

Although p e r so n a l  se l l ing  is a.n e s se n t ia l  part  o f  the p r o 

m o t i o n a l  m i x  o f  the fa.rm equipment l e s s o r ,  on ly  f ive  d e a le rs  p r o 

v ide  sa les  m a t e r ia l s  about leas ing  to their  sa le sm e n .  No f i r m  e m 

p lo y e d  s a l e s m e n  who s p e c i a l i z e d  in l e a s e  s a le s .  The top execut ive  

o f  m o s t  f i r m s  handled all  l e a s e  a r r a n g e m e n ts .  The p r a c t i c e  o f  

l im it ing  l e a s e s  to the top exe cu t iv e  i n c r e a s e s  the f i r m ' s  abi l i ty  to 

s e l e c t  c u s t o m e r s  c a r e fu l ly  a.nd to insure  p r o p e r  c a r e  o f  the e q u ip 

m e n t  and execut ion  o f  the l e a s e  con trac t .

T a b le  4 contains a l is t  of  leas ing  advantages c o m m u n i 

ca ted  c u s t o m e r s  in the c o u r s e  o f  sa les  p resentat ions  o f  the l e s s o r s .  

The  table  a lso  ind icates  the number  of  d e a le r s  including each  ad va n 

tage in their  sa les  p resentat ion .  The d e a le r s  a lso  ind ica led  the a d 

vantage which  they fe lt  was m o s t  im portant  in se l l ing  a. l e a s e  plan to 

f a r m e r s .

The  fact  that leas ing  f r e e s  the capital o f  the f a r m e r  fo r  

o ther  investm ents  was  used as a. se l l ing  point by seventeen  d e a le r s .

^M arket ing  D e f in i t i o n s , p. 18.
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T A B L E  4

A D V A N T A G E S  OF LEASING CITED IN SALES PR ESE N TAT IO N S 
BY N U M BE R OF FIRMS USING

Sell ing  F ea tu re
N um ber  o f  D e a le r s  

Using

N um ber  of  D e a le r  
Who F e e l  it M o s t  

Importa.nt

F r e e s  capita l  o f  f a r m e r 17 12

T a x  benef its  to f a r m e r 11 5

New equipment annually 5 0

D e m o n s t r a t e s  the equipment 3 1

Short  t e r m  needs o f  f a r m e r 2 1

T w e lv e  d e a le r s  indicated  that this was the m o s t  im portant  se l l ing  

point  o f  a. l e a s e  p r o g r a m .

E le v e n  d e a le r s  c i ted  tax advantages  to the f a r m e r  as an 

importa.nt se l l ing  point o f  a l e a s e  p r o g r a m .  The  f a r m e r  has lo w e r  

d i r e c t  taxes  and l e s s  bookkeep ing  c o s t s  due to l e s s e n e d  tax r e c o r d 

ing but m u st  in d i r e c t ly  pay the p r o p e r t y  taxes on the l e a s e d  m ach in e .  

The  d e a le r  m u s t  c o n s id e r  these taxes  as part  o f  his  c o s t s  when d e 

te rm in in g  the l e a s e  rate.  F e d e r a l  in c o m e  tax laws p e r m i t  the 

f a r m e r  to deduct  le a se  paym ents  f r o m  his g r o s s  earn ings .  T h e se
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paym ents  are  c o n s i d e r e d  bu s in e s s  exp e n se s .  This  deduct ion  m a y  

p la c e  the f a r m e r  in l o w e r  tax b ra ck e t  and thus re d u c e  the amount  of  

taxes  he m u st  pa.y.

F i v e  d e a le r s  said they fe lt  that it was im portant  to the 

f a r m e r  to r e c e i v e  new equipment annually and b a s e d  their  p e r s o n a l  

se l l ing  on this f eature .  This  advantage to the f a r m e r  o f  leas ing  

equipm ent  can be r e a l i z e d  if the equipment to be  l e a s e d  is the type 

that is funct iona l ly  o r  t e c h n ic a l ly  o b s o le t e  after  one y e a r ' s  use.

T h r e e  d e a le r s  fe lt  that leas ing  was  a. way to p e r m i t  the 

f a r m e r  to use the equipment under va r iou s  condit ions  o v e r  a. p e r i o d  

o f  t im e  without m ak ing  a. la.rge f inanc ia l  c o m m it m e n t .  Hopefu l ly ,  the 

f a r m e r  would  find the equipment suitable  and p u r c h a s e  a, s im i la r  

m a c h in e  in the future.

T w o  o f  the d e a le r s  stated that leas ing  was a. way for  them 

to f i l l  the shor t  t e r m  needs of  the f a r m e r .  This  m a y  be a. va l id  

se l l in g  point to the f a r m e r  needing equipment t e m p o r a r i l y .

No d ea ler  ind icated  a m ark e t in g  s tra tegy  to point out 

hidden c o s t  o f  o w n ersh ip  o r  s e r v i c e  benef i ts  such  as used in in d u s 

t r ia l  leas ing .

1W ilson , p. 12.
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P r i c i n g

The  p r i c e  o f  a. p rodu ct  o r  s e r v i c e  is a m a j o r  d e t e r m i n 

ant o f  the m a r k e t  demand f o r  that produ ct  o r  s e r v i c e .  P r i c e  a f fe c ts  

the l e s s o r ' s  c o m p e t i t iv e  pos i t ion ,  the m a r k e t  segm ent  re ach e d ,  and 

the v o lu m e  o f  equipment that can be l eased .

P r i c i n g  ha.s c o n s id e r a b le  bear ing  on a. l e s s o r ' s  g r o s s  

r e c e i p t s  and p r o f i t s .  The  pro f i t s  a. l e s s o r  can exp ec t  to m ake  depend 

in p ar t  on his ski l l  in p r i c in g .  If the l e a s e  ra tes  are  set  too high, the 

amount o f  bus iness  m a y  not be su f f i c ient  to keep the inventory  o f  the 

f i r m  le a s e d  to f a r m e r s .  If the rates  a r e  set too low,  the in c o m e  

m a y  not be su f f i c ient  to c o v e r  the operat ing  c o s t s  in c u r r e d .  The  o p 

t im u m  rate  a. l e s s o r  m a y  c h a rge  is between these  two e x t r e m e s  and 

w i l l  be in f luenced  by operat ing  c o s t s  and the bus iness  e nv iron m en t  in 

which  the l e s s o r  o p e r a t e s .  Important  en v iron m en ta l  f a c t o r s  which  

in f luence  l e a s e  rates  a re  the landed c o s t s  to the d ea ler  o f  the i m 

p le m e n ts ,  com pet i t ion ,  and demand fo r  the produ ct  o r  s e r v i c e .  

Landed  c o s t s  a re  the p r i c e  plus tra.nsporta.tion c o s t s  which  the 

dea ler  m u s t  pay to a c q u ir e  the m a c h in e r y ,  which ,  in turn, d ic tates  

the amount o f  m o n e y  the d ea ler  m u st  get in re turn  for  the use o f  this 

m a c h i n e r y .  Com pet i t ion  e x e r t s  r e s t r i c t i o n s  upon the rate a l e s s o r  

can c h a r g e .  If the l e s s o r  sets  his ra.tes too high, the potent ial
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l e s s e e  w i l l  take his bus iness  e l s e w h e r e .  In addit ion,  the d e g r e e  

o f  demand f o r  the l e s s o r ' s  p rodu ct  and s e r v i c e  m a y  in f luence  the 

l e a s e  ra tes .  The  l e s s o r  m a y  lo w e r  the l e a s e  rate in an e f fo r t  to 

attract  m o r e  l e s s e s s ,  o r  he m a y  r a i s e  the le a s e  rate in an e f fo r t  to 

increa.se  his p ro f i t  m a r g in .

E ighteen  d e a le r s  used  a. f ixed  p e r ce n ta g e  o f  the reta i l  

p r i c e  o f  equipment to set  the leas ing  p r i c e  o f  the equipment.  The 

p e r ce n ta g e  v a r ie d  between 20 a.nd 30 p e r  cent o f  the reta i l  p r i c e  o f  

the m a c h in e .  That is ,  the l e s s o r  e xp e c te d  20 o r  30 per  cent  o f  the 

re ta i l  p r i c e  o f  the m ach in e  to be paid to h im  each  ye a r .  O n e -h a l f  of  

these  d e a le r s  sa id  they c o n s i d e r e d  d ep rec ia t ion ,  m aintenance  and 

s e r v i c e  c o s t s ,  o b s o l e s c e n s e  and the r e s a la b i l i t y  o f  the m a ch in e  

a.s part  o f  the p r i c in g  formula, used to e s tab l i sh  le a s e  rates .  Only 

one o f  these d e a le r s  m en t ion ed  that the m o n e y  ma.rket,  as r e f l e c t e d  

in the in teres t  rates  he paid,  a i fe c ted  the l e a s e  rates  of  his f i r m .

By ignor ing  the c o s t  o f  obtaining capital ,  the l e s s o r  endangers  the 

p r o f i t  m a r g i n  o f  the leas ing  bus iness .  This  d ea ler  found it n e c e s 

s a r y  to r equ es t  27 per  cent  of  the re ta i l  p r i c e  o f  the m a c h in e  fo r  the 

f i r s t  year  l e a s e  o f  the m a c h in e .  This  was a higher  p e r ce n ta g e  than 

n o r m a l l y  given as a le a s e  rate  f o r  s im i la r  equipment and d i r e c t ly  

contr ibuted  to the high c o s t  o f  maintaining capital  by the l e s s o r .
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The  rem ain ing  nine d e a le r s  set their  rates  at a l e v e l  c o m p a r a b le  to 

that o f  com pet i t ion .

One f i r m  negotiated  l e a s e  p r i c e s  with the l e s s e e .  In the 

instance  w here  the d ea ler  negotiated  p r i c e s ,  the other  f a r m  e q u ip 

m e n t  l e s s o r  in town found it i m p o s s i b l e  to le a s e  p ro f i ta b ly  b e cau se  of  

p r i c e  cutting com pet i t ion .

The  m a jo r i t y  o f  f a r m  equipment l e s s o r s  demand a. f ixed  

p e r ce n ta g e  o f  the c o s t  o f  m ach in e  to them as the annual l e a s e  rate.  

Only o n e - h a l f  o f  the d e a le r s  indicated  that they c o n s id e r e d  c o s t s  as 

a fa.ctor in a r r iv in g  at the p e r ce n ta g e  used as a. l e a s e  ra.te. The r e 

m ain ing  d e a le r s  set their  ra/tes at l e v e l s  c o m p a r a b l e  to that of  

c om pet i t ion .

L e a s in g  Revenue

D e a le r s  w e r e  asked  to indicate  the g r o s s  leas ing  sa les  

c a t e g o r y  which  inc luded  their  l e a s e  vo lu m e.  The number o f  f i r m s  in 

each  leas ing  v o lu m e  c a t e g o r y  is shown in Tab le  5, page  37. The 

l e a s e  v o lu m e  c a t e g o r i e s  w e r e  ch osen  to fac i l i ta te  the r e s p o n s e  to 

the quest ion.  The num ber  of  y e a rs  the f i r m  has been in the leas ing ,  

bu s in e s s  is not the so le  determ inant  of  the leas ing  vo lum e as i n 

d icated  in Tab le  5.
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T A B L E  5

DISTRIBUTION OF LESSORS BY REVENUE 
C A T E G O R Y  AND A V E R A G E  YEARS 

IN BUSINESS

Sales  C ategory
N um ber  of  

D e a le r s
A v e r a g e  Y e a r s  

in L ea s in g

$0 to 2 4 ,9 9 9 4 3

25, 000 to 4 9 ,9 9 9 2 4

50, 000 to 7 4 ,9 9 9 2 3

75, 000 to 9 9 ,9 9 9 - -  '

100 ,000  to 149 ,999 4 6

150, 000 to 199 ,999 3 7

200, 000 to 2 4 9 ,9 9 9 1 3

No answ er 3

The  revenue  f r o m  leas ing  is a m e a s u r e  o f  the f i r m ' s  

s u c c e s s  in lea.sing f a r m  equipment.  Although the l e a s e  revenue 

was  a. substantial sum in ce r ta in  ins tances ,  it was  never  the m ain  

s o u r c e  o f  revenue  fo r  the f i r m .  H o w e v e r ,  leas ing  is b e c o m in g  an 

im portant  m e th o d  of  m e r c h a n d is in g  f a r m  equipment in t e r m s  of

r e v e n u e .
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G row th  o f  L eas ing

F i f teen  d e a le r s  stated tha.t their  leas ing  bus iness  ha.d 

been  in c r e a s in g  while  three  d e a le r s  sta led that leas ing  had re m a in e d  

at the s a m e  vo lu m e  o v e r  the past  two y e a r s .  Only one d ea ler  said 

lea,sing was dec l in ing .  This  d ea ler  wa.s in a. unique pos i t ion  because  

co m p e t i t i o n  used p r i c e  as a. negot iable  se l l ing  fa c to r  and he was  

apparent ly  being underso ld .  The three  d e a le r s  who stated that 

l e as in g  ha.d r e m a in e d  at the s a m e  le v e l  o v e r  the past  y e a rs  a lso  

a f f i r m e d  that their  f i r m  ch o se  to hold the leas ing  vo lu m e  at this 

le ve l .  F u r t h e r m o r e ,  these f i r m s  indicated  they cou ld  in c r e a s e  o r  

d e c r e a s e  their  leas ing  vo lu m e  if  m anagem ent  so d e s i r e d .  Data, a c 

qu ired  f r o m  the leas ing  f i r m s  indicated  a, growth  rate  of  16. 4 per  

cent  fo r  the yea r  1966; 17 per  cent  in 1967; and 18. 9 per  cent in 

1968.

S u m m a r y

In s u m m a ry ,  e ighteen f i r m s  have a,n a v e ra g e  o f  four  

y e a r s  o f  e x p e r i e n c e  leas ing .  D e a le r s  f e e l  it is m o s t  e s se n t ia l  to 

have am ple  ca.pita.l o r  c r e d i t  b e f o r e  going into the leas ing  bus iness .  

New t r a c t o r s  and ha.rvest equipment a re  the m o s t  popular  f a r m  

m a c h in e s  lea.sed. Short  t e r m  leas ing  is m o r e  popula.r than long

t e r m  leas ing .
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One-ha.lf  o f  the l e s s o r s  ad v e r t i s e .  D i r e c t  m a i l  is the 

m o s t  c o m m o n l y  used media, o f  ad ver t is ing  used by f a r m  equipment 

l e s s o r  s .

The top execut ive  o f  m o s t  f i r m s  handled a.ll lease  

a r r a n g e m e n ts .  M o s t  d e a le r s  indica.ted that lea.sing f r e e s  the capital  

o f  the f a r m e r  fo r  other  investm ents  in their  sa les  p resenta t ions .

The  l e a s e  rates  f o r  f a r m  equipment v a ry  between 20 and 30 p e r  cent  

of  the reta i l  p r i c e  of  the m a ch in e .  The m a jo r i t y  o f  the d e a le rs  

indicated  that their  lea.sing bus iness  was in c r e a s in g  and that their

f i r m  was  operat ing  to their  sat is fact ion .



C H A P T E R  IV

SU M M ARY ,  CONCLUSIONS AND RECO M M EN DATION S

The p u r p o se  o f  this thes is  is to d e s c r i b e  and analyze the 

m a rk e t in g  p r a c t i c e s  invo lved  in leas ing  f a r m  equipment by s e l e c t e d  

independently  owned and o p e r a te d  f a r m  equipment d e a le r s  in North  

Dakota.. The  data used in this thes is  was  obtained p r in c ip a l ly  f r o m  

a. s u r v e y  of  North  Dakota, f a r m  equipment d e a le r s .  Nineteen f a r m  

equipm ent  d e a le r s  w e r e  in terv iew ed  by  the author during the f i r s t  

w e e k  o f  June, 1969-

H is t o r y  o f  the F a r m  Equipment  Retai l ing  Industry

F a r m  equipment reta i l ing  has its o r ig in s  in the h a r d 

w a r e  s to r e  o f  the nineteenth century.  During this p e r i o d  the f a r m  

equipm ent  p u r c h a s e d  by the fa .rmer was o f  the hand too l  and h a r n e s s  

var ie ty .  The  advent o f  the r e a p e r  and s team  engine c a u s e d  the i m 

p le m e n t  d ea ler  to evo lv e  as a. separa te  b u s in e ss .

The  f i r s t  patent fo r  a. r e a p e r  was granted  in 1803, but 

none w e r e  as s u c c e s s f u l  as the re a p e r  o f  Cyrus M c C o r m i c k .  Th is

40
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m a c h in e  was  the foundation o f  the f i r m  which  later  b e c a m e  a. l e a d e r  

in the f a r m  equipm ent  industry .

The f i r s t  p or tab le  s team  engines  d es igned  fo r  a g r i c u l 

tural  use w e r e  m anufac tured  in 1849- Steam p o w e r  b e c a m e  i n c r e a s 

ingly  popular  and dominated  the f a r m  p o w e r  s ce n e  f r o m  188 5 until 

1915, reach ing  a. peak  about 1913. The dec l ine  o f  the use o f  s team  

p o w e r  wa.s cau se d  by the introduct ion  o f  the gaso l ine  t r a c to r .

Retai l ing  Fa.rm M a c h in e r y  in North  Dakota

It is not known who the f i r s t  f a r m  equipment d e a le r  wa.s 

o r  when the f i r s t  f a r m  equipm ent  r e ta i l e r  was  es tab l ish ed .  The 

Hudson B ay  F u r  Com pany so ld  m o w e r s  a.nd m i s c e l l a n e o u s  e q u ip 

m ent  to the se t t l e r s  o f  the Red  R iv e r  V a l le y  during the 1860 's .  Th is  

s e e m s  to be  the f i r s t  a item pt  at reta i l ing  f a r m  equipment in North  

Dakota.

E v id e n c e  ind icates  that the e a r ly  f a r m  equipm ent  d e a le r s  

w e r e  a. s m a l l ,  som ew hat  unre l iab le ,  b u s in e s se s .  A c c u r a t e  r e c o r d s  

o f  the actual num ber  of  f a r m  equipment r e t a i l e r s  during the e a r ly  

y e a r s  are  not ava i lab le .  E v id e n c e  ind icates  that there  w e r e  at leas t  

a hundred d e a le r s  in the R ed  R iv e r  V a l le y  in 1889. The num ber  o f  

f a r m  equipment d e a le rs  i n c r e a s e d  or  d e c r e a s e d  in a c c o r d a n c e  with 

the fortunes  o f  the f a r m e r  and gen era l  e c o n o m i c  condit ions .
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The R o le  o f  the North  Dakota. Im plem ent  
D e a le r s  A s s o c i a t i o n

The  North  Dakota. Im p lem ent  D e a le r s  A s s o c i a t i o n  is a. 

state trade  a s s o c ia t i o n  f o r  f a r m  equipment d e a le r s .  The  a im o f  the 

group  is to advance  the o b je c t iv e s  o f  f a r m  equipment d e a le r s  through 

group  action.  The a s s o c i a t i o n ' s  o b j e c t i v e s  w e r e  l i s te d  as including 

p r o v i s i o n s  to p r o t e c t  the r e t a i l e r  f r o m  re ta i l  sa les  by the j o b b e r s  

and m a n u fa c t u r e r s .  Other o b je c t iv e s  l i s ted  w e r e  a im e d  at ending 

the p o l i c i e s  o f  p r i c e  cutting; at es tab l ish ing  m o r e  u n i fo rm  p r i c e s  and 

in c r e a s in g  the standing o f  the im p le m e n t  dea ler  in his com m unity .

G e n e r a l  Informa/tion About L e s s o r s

The  m e an  num ber  o f  y e a r s  of  leas ing  e x p e r i e n c e  of  18 

f i r m s  was four  y e a r s .  O ne -h a l f  o f  the f i r m s  had been in the lea.sing 

b u s in e s s  f our  y e a r s  o r  l e s s .  Ten  f i r m s  had es ta b l i sh ed  separa te  

c o r p o r a t i o n s  f o r  the p u r p o se  o f  leas ing .

The d e a le r s  fe lt  that adequate capital o r  am ple  c r e d i t  was 

the m o s t  im portant  f a c t o r  in es tab l ish ing  a. leas ing  f i rm .  E x p e r ie n c e  

in leas ing  was rated  as the next m o s t  im portant  fa c to r  in e s t a b l i s h 

ing a lea.sing f i r m .  T w o  o f  the top three  fa c t o r s  e s se n t ia l  to the e s 

tab l ishm ent  o f  a. leas ing  bu s in e s s  w e r e  re la ted  to f inancing ,  yet twelve  

d e a le r s  indicated  that they w e r e  not using the f inanc ia l  he lp  avai lab le  

to them  through the m a j o r  m a n u fa c tu re r  of  their  l ine o f  equipment.
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Equipm ent  and S e r v i c e s  O f fe red

A l l  o f  the im p lem en t  d e a le r s  l e a s e d  t r a c t o r s  and h a r v e s t  

equipment.  T h e se  im p le m e n ts  a re  the m o s t  e s se n t ia l  to a f a r m e r  

but are  am ong the m o s t  c o s t ly  i tem s  o f  his inventory .  Sixteen of  the 

d e a le r s  a lso  l e a s e d  t i l lage  equipment.  The  l e s s o r  can l e a s e  la rg e  

t icket  i t em s  m o s t  s u c c e s s f u l l y .  The demand to le a s e  this type of  

equipment is s t imulated  som ew hat  by high in teres t  rates  and the 

m any  dem ands  p la ce d  upon the f a r m e r s '  operat ing  capital .  If these  

e c o n o m i c  cond it ions  should suddenly change the l e s s o r  m a y  find the 

demand to lea.se this equipment diminish.

A l l  o f  the d e a le r s  l e a s e d  new equipment.  Eight  of  these  

d e a le r s  a lso  l e a s e d  used equipment.  The d ea ler  usually  le a s e d  the 

s a m e  type o f  equipment he s e l l s .  The m a jo r i t y  o f  the d e a le r s  le a s e d  

on a. short  t e r m  bas is  only.

Seventeen d e a le r s  o f f e r e d  only the non -m ain tenan ce  

le a s e .  This  type of  l e a se  re q u ir e s  the m in im u m  amount of  s e r v i c e  

f r o m  the l e s s o r .  The l e s s o r  p e r f o r m s  the sam e  s e r v i c e s  f o r  the 

l e s s e e  as he does  f o r  sa les  c u s t o m e r s .

P r o m o t i o n

The m o s t  w ide ly  used m ethod  of  ad ver t is ing  by i m p l e 

m ent  d e a le r s  was d i r e c t  m ai l .  Ten of the l e s s o r s  a d ve r t ise d  and 

nine o f  these  used d i r e c t  m a i l .  D i r e c t  m a i l  a l low s  the a d v e r t i s e r



44

a gre a t  deal o f  s e le c t iv i ty  in d e term in in g  the r ec ip ien t  o f  his  a d v e r 

t is ing.

P u b l i c i ty  p layed  a. pa.rt in the p r o m o t io n  of  l e a s e d  e q u ip 

m ent .  R e g io n a l  and na.tiona.l f a r m  ma.ga.zines have given leas ing  

m u c h  fa v o r a b le  public ity .

P e r s o n a l  se l l ing  is e s se n t ia l  to the s u c c e s s  o f  f a r m  

equipment reta i l ing  f i r m s .  F iv e  of  the f i r m s  ga.ve s p e c ia l  i n s t r u c 

t ions to their  s a l e s m e n  on the p r o p e r  m ethods  o f  handling lease  

s a le s ,  but no f i r m  e m p lo y e d  s a le s m e n  to p r o m o t e  lea.ses only.  The 

m o s t  frequent ly  indica,ted se l l ing  point e m p lo y e d  by l e s s o r s  was 

tha.t leas ing  f r e e d  the l e s s e e ' s  capital f o r  other  investm ents .

P  r ic ing

The  p r i c e  o f  a. p ro d u ct  o r  s e r v i c e  is a m a j o r  d e t e r m i n 

ant of  the m a r k e t  demand for  that produ ct  or  s e r v i c e .  F a c t o r s  

which  in f luence  p r i c e  a.re: p u r c h a s e  c o s t s ,  m aintenance  and s e r v i c e  

c o s t s ,  com pet i t ion ,  demand for  the p rodu ct  and the c o s t  o f  obtaining 

capital.  The annual l e a s e  rate ch arged  by d e a le r s  v a r ie d  between 

20 and 30 p e r  cent  of  the re ta i l  c o s t  o f  the m ach ine .

G row th

F i f teen  d e a le r s  sta led thai their  lea.sing bus iness  was 

growing .  The  growth rate fo r  1968 was a p p r o x im a te ly  19 p e r  cent
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o v e r  the p r e v io u s  y e a r ' s  l e a s e  vo lu m e .  The d e a le r s  w e r e  o p t i m i s 

tic about the grow th  of  their  leas ing  bus iness ,  a ll  fe lt  that they cou ld  

in c r e a s e  their  leas ing  vo lu m e ,  if  they so d e s i re d .

C on c lu s ion

L e a s in g  is a. r e la t iv e ly  new m ethod  o f  m e r ch a n d is in g  

f a r m  equipment in North  Dakota,. The d e a le r s  who p ar t ic ipated  in a, 

l e as in g  p r o g r a m  w e r e  apparent ly  sat is f ied  with the resu lts .  The 

abil ity  to f inance  a. leas ing  bus iness  was  the g r e a te s t  p r o b l e m  the 

d e a le r s  fa ced .  The m ark e t in g  p r a c t i c e s  e m p lo y e d  appear  adequate 

as the f i r m s  w e r e  operat ing  at a l e v e l  a c c e p ta b le  to m anagem ent .

R e c o m m e n d a t io n s

Future  m arket ing  p r a c t i c e s  w i l l  have to be a l te red  a.s 

lea.sing b e c o m e s  m o r e  co m p e t i t iv e .  The f a r m  equipment d ea ler  - 

l e s s o r  m ust  r e v ie w  his m ark e t in g  p r a c t i c e s  continual ly  if he w ishes  

to i n c r e a s e  his  leas ing  vo lu m e  and maintain  his  pro f i t  m arg in .

On the bas is  o f  this survey ,  it is r e c o m m e n d e d  that the 

f i r m s  plan their  adver t is in g  budgets in advance .  T h ey  should d e t e r 

m in e  at the beginning o f  each  year  how m u c h  m o n e y  they w ish  to 

a l lo ca te  to ad ver t is ing  based  on such fa c t o r s  a.s past  s a le s ,  p r e se n t  

e c o n o m i c  condit ions  and future ad ver t is ing  needs o f  the f i r m .  M o r e  

a g g r e s s i v e  p r o m o t io n  p o l i c i e s  w i l l  have to be d es igned  to attract
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l e s s e e s  as f i r m s  c o m p e t e  fo r  the bus iness  o f  a l im ited  num ber  o f  

l e s s e e s .

S a le s m e n  should be trained to negotiate  l e a s e s ,  so the 

m a n a g e r s ,  who have negotiated  m o s t  l e a s e s ,  can attend to other 

m a n a g e r ia l  dut ies.  A c r e a t iv e  se l l ing  ap p roach  should be used to 

negotia te  l e a s e s .  This  m ethod  o f  se l l ing  in f o r m s  the l e s s e e  o f  the 

advantages  o f  lea.sing and explains  to the l e s s e e  how l e a s e s  can be 

d es igned  f o r  his needs .  Hidden c o s t s  o f  ow nersh ip  should be 

pointed out. The m eans  by which  leas ing  w il l  r e l e a s e  working 

capita l  in c o m p a r i s o n  with other  m ethod s  o f  f inancing the m a c h i n e r y  

m u s t  be explained by the s a le sm e n .  R e f e r e n c e  to p r i c e  should be 

withheld f r o m  sa les  p resenta t ions  as long as p o s s i b l e  to a,void the 

l e s s e e ' s  attempts  to re d u ce  l e a s e  rates  through individual n e g o t ia 

t ions .  Both se l l ing  and ad ver t is ing  s tra teg ies  should be cons is ten t  

with the goa ls  a.nd capab i l i t ies  o f  the f i rm .

The  l e s s o r  should expand the v a r ie ty  o f  l e a s e s  and s e r 

v i c e s  to m ake  leas ing  d e s i r a b le  to a. l a r g e r  number  o f  f a r m e r s .

The  long t e r m  le a s e  s tab i l izes  the leas ing  in c o m e  o v e r  a g r e a te r  

num ber  o f  y e a r s  and r e d u c e s  the r i sk  of  having the l e s s o r ' s  capital  

invested  in equipment which  p r o d u c e s  in c o m e  f o r  one yea r  only. 

T h e r e f o r e ,  the long t e r m  le a s e  should be s t r e s s e d .  Options  to p u r 

chase  o r  lea.se the equipment again m a y  a lso  attract  m o r e  f a r m e r s  to

leas ing .
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L e a s e  rates  should be set with due c o n s id e r a t io n  o f  all  

c o s t  f a c t o r s .  L e s s o r s  m u st  continually  r e v ie w  their  p r i c in g  p o l i c i e s  

to insure  long run pro f i tab i l i ty .  The future s u c c e s s  o f  leas ing  f i r m s  

w i l l  depend on the l e s s o r ' s  abi l i ty  to s u c c e s s f u l l y  institute m ark e t in g

p r a c t i c e s  and p r o c e d u r e s .



A P P E N D IX



49

SURVEY OF FARM EQUIPMENT DEALERS

1. How many years has your company been leasing farm equipment? _____________
2. Do you operate your leasing firm as a part of your 

implement business or as a separate corporation?

3. Which of the following types of equipment do you lease?( ) Trucks
( ) Tractors
( ) Seeding equipment
( ) Tillage equipment
( ) Harvest equipment
( ) Haying equipment
( ) Miscellaneous, such as sprayers, spreaders, feed

grinders, etc.
( ) Other ________________________________________

4. How do you determine the machines you should stock for 
leasing?
( ) Wait for customer demand.
( ) Survey of the territory.
( ) Lease only equipment in stock.
( ) Order the equipment and then push it on the market.
( ) Stock only specialized equipment such as beet or

potato harvesters, etc.( ) Other, (please specify) ________________________

5. What factors do you consider important in establishing a 
leasing firm? (Hand respondent card 1) Please give 
number 1 for the most important factor, number 2 for the 
next most important factor and number 3 for the third 
most important factor.
( ) A good promotion plan.
( ) Knowledge of finance methods.
( ) Adequate capital or ample credit.
( ) Assurance of an initial lease volume.
( ) Knowledge of what to stock.
( ) A very durable product.
( ) Experience in leasing.
( ) Product knowledge.
( ) A good location.
( ) Sound knowledge of marketing facts such as customer

needs, pricing, advertising and personal selling.
( ) Other f a c t o r s . ____ _______ ___________________
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7 .

8 .

10 .

11.

12.

13 .

5 . Do you lease new or used equipment or both?
New ________ Used _______ Both _______
What types of leasing do you do?
( ) Short term leasing (less than two years)
( ) Long term leasing (two years or more)
A. Do you perform maintenance on the equipment

as part of the lease contract? Yes ___ No ___
B. (Skip if answer to question 8A is negative)

Approximately what percent of your customers 
request the maintenance lease? ________%

Do you pick up and deliver leased equipment?
Yes ____ No __ If so, is there an additional
charge for this service/ Yes ____ No ______
Is an option to buy included in the lease contract?
Yes ____ N o ______If yes, approximately what percent
of your customers excercise this option? ______%
Do you lease to any industrial users, such as 
construction firms, or other local businesses?
Yes _____ N o ______If so, approximately what
percentage of your customers are industrial 
users?___ _____%
A. Did you advertise last year? Yes____No ____
B. If yes, what percent of your advertising budget 

did you spend on the following media?
_____% Trade publications such as the Dakota Farmer
_____% Newspapers
_____% Telephone Directory
_____% Radio

% Television
% Direct Mail 
% Other (please describe)

C. What was the advertising expenditure for the
leasing firm last year? ____________

D. Who determines the advertising budget?
Lease manager ___________ Owner ___________
General Manager _________ Other ___________
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E. How is the advertising budget determined?
( ) Percentage of past sales.( ) Percentage of future sales.
( ) Match competition.
( ) No plan
( ) Other (please specify) ___________

14. Do you employ salesmen who handle lease sales only?
Yes _______ No ________ How many ________

15. Do your salesmen receive special training in the
handling of lease sales? Yes _____ No ______

16. What do you believe is the most important selling 
point of leasing equipment? . . . .  Are there any 
other selling points employed by your firm?

Most important _____________________________________

Other

Other

17. How do you determine the leasing price of your 
machinery?
( ) Meet competitors' prices.
( ) Negotiate prices with the lessor.
( ) Use a published rate guide such as Rental

Rate Guide or Green Guide.
( ) A fixed percentage of the cost of the machine.

If so, what percentage? _______ How is
percentage arrived at? __________________

( ) Other (please specify)

18. How do you establish lease rates?( ) Hourly
( ) Daily
( ) Monthly( ) Seasonly
( ) Annually
( ) By the acre
( ) Other __
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19. Does your implement business grant price concessions
to your leasing firm greater than to your regular sales customers? Yes ____ No _______

20. Does your manufacturer offer any financial assis
tance to your leasing firm? Yes ____No ____ If so,
what assistance is given? ________________________

21. In terms of total dollar sales, has the leasing
business been increasing, decreasing or remaining 
the same since you began the program?

22. Could you give me the approximate growth rate, 
stated as a percentage of the previous years' 
lease sales, for the following years:
1968 ________ 1967 __________ 1966 _________

23. What percent of your sales last year came from
repeat lessees? %

24. Please give me the letter on this card, (hand 
respondent card 2) which indicates your leasing 
sales volume last year.

25. How is the equipment disposed of after the end 
of its leasing life?
( ) Auction
( ) Sold to the farm equipment business.
( ) Sold to the public by the leasing firm.
( ) Other (please indicate) _______________

Name of firm ______________________
Name of Respondent ___________ ____
City __________________________ Date
Phone Number
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