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1.0 Introduction

1.1 Organization


Green Trac Spray Masters (hereafter referred to as GTSM) is a company designed to sell John Deere sprayers to customers along with customer service.  Due to its large coverage area, GTSM hopes to corner more markets and make it easier for customers to get the equipment they need for the price they desire.

1.2 Mission Statement

“It is GTSM’s mission to be leaders in its community in terms of product, product support, market share and community commitment while delivering products and services to it’s customers.  GTSM will strive to exceed it’s customers expectations in all that it does.”

1.3 Goals and Objectives


GTSM’s goals are to:

· To provide the customer with 24/7 support

· To sell as much as possible, targeting the larger farmers but never ignoring the small

· To sell a reputable product

· To go the extra distance for customers in sales and service

The objectives of the company are to:

· To sell 30 news sprayers per year

· To sell 45 used sprayers per year

· To make a 10% profit on each sprayer sold

· To keep employees updated on new John Deere products and lines

2.0 Profile

2.1 Industry Overview


The sprayer equipment sales industry is currently in a positive upward trend in respect to high clearance sprayers.  John Deere has recently received the highest market share of the agriculture equipment sales industry in Saskatchewan (Ronald Nykolaishen).  With more and more farms becoming larger in size, and more small farmers selling out, the purchase of a high clearance sprayer becomes more attractive to operators as small sprayers will no longer be sufficient to handle the number of acres the farm now has.  

2.2 Company Structure


GTSM is a company made up of: Greenline Equipment Ltd. in Moosomin, Maple Farm Equipment Ltd. in Yorkton, and Nykolaishen Farm Equipment Ltd. in Kamsack.  Each company will have 2 directors sit on the Board of Directors, with each company also being equal shareholder’s.  

2.3 Potential Problems


Along with any agriculturally based company, the weather and environment will always play a role in how well the company runs and how high it’s sales are.  In the event of a drought or flood, it is inevitable that sales will be lower than usual as more and more farmers are in a poor financial state.  The competition that John Deere has is a problem.  If Case or RoGator comes out with a new line of sprayers, it becomes a potential problem for the sale of new John Deere sprayers.  As long as John Deere keeps updating it’s models and coming out with new products, this should not cause such a large problem.  

3.0 Operations Plan

3.1 Group Dealer Network


GTSM will have a coverage area which will consist of:

· The area bordered by Highway #6 to the west;

· Highway #83 to the east;

· Canada – US border to the south;

· The area around Melfort, Saskatchewan to the north.

In order to accommodate that large of an area, it is GTSM’s intent to have a network of dealers that would sign on and assist GTSM.  GTSM will develop a dealer agreement which will be used for all group dealers as well as the three originating dealers.  In the intended coverage area, there are currently 22 John Deere outlets.  Of these, eight are already owned by or carry investment from the partners of GTSM.  By this, GTSM will already have a network that spreads across a good deal of eastern Saskatchewan and western Manitoba.  GTSM will either assist a dealer in handling a sale or let the dealer handle it alone, depending on dealer preference.  All pre-deliveries and warranty work will be handled by the three original dealers.  GTSM will work with all group dealers to better utilize manpower on service work when it is more efficient to do so.  Parts will be 

stocked and sold by all dealers in the group and those sales and margins will belong to the dealer who sold the parts.  Attachments, and other whole-good items such as nozzles, foam markers, and fenders that would pertain to John Deere high clearance sprayers, will be sold by GTSM.  
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3.2 Organizational Structure

* Figure 1 – Organizational Structure

There are 2 Board of Directors from each company.  The salesmen of all sister dealerships will sell sprayers for GTSM also.  They will receive commission from GTSM for the sale of a sprayer.  Each sister dealership already have technicians who are familiar with John Deere sprayers.  These technicians will do all the repairs, warranties, product improvement program’s, and maintenance to the sprayers.  The dealership who does the work will charge GTSM for all costs and labor and GTSM will reimburse that dealership.
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3.3 Flow Chart





*Figure 2 – Flow Chart


The base machine set up will take about four hours.  The installation of single or triple nozzle spraying systems takes eight hours.  The installation of strainers takes half an hour.  Foamer installation takes three hours.  Fenders installation takes two hours.  Delivery is usually included as part of the sprayer deal.

3.4 Capital Budget

Capital Budget


Trucks
$60,000 

Office Equipment
$10,000 

Total Capital Budget
$70,000 




Working Capital


Cash
$100,000 

Accounts Receivable
$457,531

Accounts Payable
$(41,377)

Total Net Working Capital
$516,154




Operating Expenses


Salary Expense
$150,000 

Depreciation Expense
$10,000 

Marketing Expense
$36,200 

Business Tax, Fees and License
$1,500 

Dealer Prep
$100,000

Commissions
$250,000 

Equip. Rental
$6,000 

Insurance
$10,000 

Employee Benefits
$16,125 

Maintenance and repairs
$1,000 

Professional fees
$5,000 

Supplies
$3,000 

Telephone and utilities
$15,000 

Fuel Expense
$9,600 

Total Operating Expenses
$613,425 

* Figure 3 – Capital Budget

3.5 Dealer Prep.


Each dealer will carry commonly needed parts such as nozzles, tips, strainers, screens, etc.  GTSM will carry all commonly needed whole-goods such as tires, rims, fenders, NORAC, etc.  GTSM will have new John Deere 4710 sprayers in inventory at all times if possible.  GTSM will have all used sprayer trade-ins on inventory.  GTSM’s inventory is shown in the financial plan under supplies and dealer prep.

4.0 Human Resources

4.1 Job Descriptions


The manager of GTSM will require:

· Background in the agriculture industry and especially in the John Deere field

· Have marketing and sales experience of John Deere products

· Be willing to take all applicable training courses (except technical) about John Deere sprayers

· Be willing to travel and log high miles from dealership to dealership and from farmer to farmer

· Have a positive attitude in general, and towards GTSM’s position and goals

· Be a very good listener and responder to the feed back from dealers and farmers

The Wet Systems Specialist will require:

· Experience at demonstrating John Deere sprayers

· Have recent marketing experience of John Deere sprayers

· Good people skills

· Basically the same qualifications as the manager

The technicians:

· Each of the three sister stores already have a technical specialist who is able to work on the sprayers, along with other things

· GTSM will send these specialists to all technical schools to ensure that they keep up with the changing technology

· Each of these technicians is still part of one of the sister stores and is on the payroll of that sister store and not GTSM

· Any labor performed by a group dealer, when authorized by GTSM will be fully reimbursed at the dealer’s approved John Deere shop labor rate.

4.2 Dealer Agreement


If a group dealer provides GTSM the name of a sprayer prospect that results in GTSM completing the sale, GTSM will compensate that group dealer with $1000 which is shown under Commissions in GTSM’s financial plan.  GTSM will calculate price difference required, assist in appraising the trade, have the unit pre-delivered, deliver the unit to the customer, and provide customer orientation.  GTSM will attempt to leave the trade at the selling dealer’s lot as long as possible.  The selling dealer will have the right of first refusal on a trade that they generated to enable them to buy the trade from GTSM.  Any group dealer will be able to purchase used equipment from GTSM at any time.  GTSM would prefer sprayers as trades which would allow group selling dealers to keep other types of trades on their own floor plan and liquidate themselves.  Retail prices, transfer prices, descriptions, and locations will be kept current and on the web page, and will be available to all group dealers at all times.  GTSM will include all group dealers in all GTSM advertising at no cost.  GTSM will carry out the deal completely or allow the group dealer to carry out the deal completely.  GTSM will not share other machinery information or refer any customer inquiries for any other machines to any dealer.  All sprayer inquiries will be made to GTSM.  Parts will be transferred between any group dealer at retail less 10%.  Parts going to a non group dealer will be at list price.  Any labor performed by a group dealer, when authorized by GTSM will be fully reimbursed at the dealer’s approved John Deere shop labor rate.  GTSM will handle all warranty work unless authorized by GTSM to a group dealer by prior approval.  GTSM settlements to group dealers will be one a 30 day basis.  GTSM will supply demo units and technical staff to manage demos.  GTSM will endeavor to have new John Deere sprayers available for display purposes at the dealer’s location at least 3 months out of every 12.  GTSM’s sister stores will collectively stock a minimum of $100,000 in parts which is shown on GTSM’s financial plan as Inventories.  Group dealers will stock a minimum of $5000 (at cost) in wear parts and soft goods applicable to 4700, 4710 and future John Deere sprayers.  Group dealers will commit to supporting and working with GTSM and other GTSM group dealers.  Group dealers agree not to sell, stock or promote other high clearance sprayers other than those John Deere units as sold by GTSM.  Group dealers agree to participate in both John Deere and GTSM sponsored training sessions for parts, sales and service.  Group dealers commit to the concept that a sprayer down is the top priority of the moment and assist GTSM to have the customer up and running as fast as logically possible.  Group dealers agree to provide after hours emergency parts service for GTSM and customers and after hours emergency service personnel if required.

4.3 Training


GTSM is committed to attending John Deere sponsored training programs and seminars.  GTSM would like to keep all employees current on John Deere and other training programs, but also insist on the dealers participation.  This will include parts expos, service training, sales seminars, finance seminars, and product training and introduction.  This cost is shown on GTSM’s financial plan as Sprayer Demos.

4.4 Wages


The General Manager will receive a salary of $60,000.  Each of the specialists will receive $45,000.  The technicians will be on the payroll of one of the dealers.

5.0 Marketing

5.1 Product and Services


GTSM is selling the John Deere 4710 sprayer along with customer service.

5.2 Features

· Spray Star vehicle and rate control system

· High capacity solution system

· Choice of three John Deere designed and built booms

· 200 HP turbocharged Power Tech 6.8L diesel engine

· Four wheel independent strut, air spring suspension

· Green Star Ready Command View cab

· Variable speed hydraulic transmission

· 60 inch under-frame crop clearance

· manual or hydraulic tread adjustment

· “Best in class” braking

· John Deere pressure and flow compensated hydraulics

5.3 Specifications

· John Deere 6.8L, 6 cylinder, 200 HP diesel engine

· Hydrostatic, full time 4WD, electrohydraulic shift-on-the-go, 4 range drive train

· 800 gallon, polyethylene tank (stainless steel tank optional)

· has a road speed of 29.6 miles per hour

· 35 gallon foam marker tank

· boom width options of 60ft, 60/80ft, or 60/90ft

· 7ft breakaways on each end

· electrically retractable ladder with alarm

· total sprayer weight with 90ft boom (empty) of 22,200 lbs.  

· Wheel base of 169 inches

5.4 Customer Service


GTSM will establish and keep current a customer base to enable us to get information to customer’s quickly.  This will include information such as PIP’s, new product, or attachment announcements.  With this system GTSM will also log customer complaints and follow up on them to ensure that problems have been resolved.  GTSM will have all the predeliveries done by only the three sister stores with all three using the same set-up criteria.  A GTSM employee will do a customer orientation at the time of delivery and will do a subsequent follow up call or visit when the customer has the unit in use.  GTSM’s goal is to provide the customer of a John Deere sprayer with full support, 24 hours a day, 7 days a week.  The challenge will be to build the family of group dealers into a sprayer support organization that believes if a sprayer is down GTSM will do everything that is logically possible to keep customer down time to a minimum.   The GTSM customer service motto will be “If you’re working, then we’re working.”

5.5 The Marketing Mix

5.5.1 Pricing


The retail price from John Deere for a 4710 sprayer is $275,677.00.  GTSM will look to make a profit of about 10% on each unit sold.  GTSM will do as much as possible to stay as price competitive or even better than the competition.  

5.5.2 Promotion


One of GTSM’s first objectives is to create an awareness in the market place of who we are.  Since Greenline was successfully developing market share in southeastern Saskatchewan under the name SPRAYMASTERS and Maple and Nykolaishen were creating awareness under the GREENTRAC label, the name GreenTrac SprayMasters was created.  GTSM will thereby preserve the identity of the two former entities, while at the same time adding something new to each one.  GTSM will be placing ads in some of the farm publications that are popular in the area.  GTSM plans to promote the sprayers by having spring and summer demos and group rides.  GTSM plans on attending major trade shows and conventions throughout the year.  As well, GTSM will participate at each group dealership’s John Deere Days.  

5.5.3 Place


GTSM will have a coverage area which will consist of:

- the area bordered by highway #6 to the west;

· highway #83 to the east;

· Canada – US border to the south;

· The area around Melfort, Saskatchewan to the north.

Sprayers will be sold from each sister store in Moosomin, Yorkton and Kamsack, as well as the affiliate stores of Russell, Wawota and Swan River.  

5.6 Market Segmentation


GTSM is going to segment the market into the size of prospective buyers and  the price range of perspective buyers.  The size of farmers GTSM is looking to target is 2000 to 5000 acre farmers, 5000 plus acre farmers, and custom sprayers.  The price is dependent upon whether the farmer is looking for a new sprayer or a used sprayer.

5.7 Market Targeting


The segments that GTSM wants to target are the larger farms and farmers who want new and multi units, which also includes the custom sprayers.  GTSM also wants to target the used sprayer market for the farmers who are not quite at the point of buying a new machine.

5.8 Positioning


GTSM plans on having information on all the competitors sprayer models.  GTSM wants to be able to show why this feature on its machine will out perform the feature of the competitor and prove it to the customer if need be.  GTSM wants to position itself as being knowledgeable, hard working and competitive.  GTSM wants the customer to realize that they are buying the most reliable, durable, solid machine out there.  GTSM wants customers to know that “Nothing Runs Like a Deere” and that John Deere has done everything that it can to perfect the machine over the competition.

5.9 SWOT Analysis

5.9.1 Internal Strengths


The two former companies are joining as one to better service the Parkland region.  A strength that GTSM possesses is that it is very familiar with the John Deere sprayers and has already established John Deere dealerships to work with.  The technicians of the dealers are highly qualified and certified by John Deere.  Manpower will always be available between GTSM and the dealerships, and buildings are already in place and established for GTSM to come and work.  Each dealership has all the parts, tools, and other necessities for the company.  The sprayers that GTSM is selling are state of the art, top of the line machines.  GTSM already has the financial resources needed as it is backed by the three sister stores.  John Deere is always improving the product line GTSM is selling.

5.9.2 Internal Weaknesses


GTSM’s weaknesses are that there is only one fully trained technician at each sister store, although other technicians have experience on certain parts of the sprayer.  GTSM may run into problems if the main technician is out on a call and other sprayers are requiring attention.  GTSM’s employees generally need to learn more about Green Star, Parallel Tracking and their advantages to customers.  The sprayers have to get hauled a long distance to the dealer and then to customers.

5.9.3 External Opportunities


GTSM’s opportunities would be the introduction of a new bigger and broader line of equipment.  The expansion of GTSM to more group dealers is another opportunity, and expansion into a larger area which will increase sales.  GTSM’s opportunity is that it is developing a sprayer that absolutely outperforms the competition in every aspect.

5.9.4 External Threats


The low Canadian dollar poses as a threat to GTSM.  The direction that the spraying industry is going is another threat, right now there are no government policies limiting spraying, but soon there could be.  Society may get to the point where people want nothing to do with food or a commodity that has been sprayed.  Competition will always be a threat unless they are eliminated, which has not yet happened.  The increasing prices of sprayers and chemicals is another threat to GTSM, along with environmental concerns. 

5.10 Market Analysis

5.10.1 The Market


There are 49.6 million acres of cultivated farm land in Saskatchewan.  There are 39,770 farms which grow cereal and oilseed crops.  GTSM has a large territory with which it will cover.  The potential size of the market is millions of acres with a fair number of farmers.  

5.10.2 The Competition


The two major competitors to the John Deere 4710 are the Case SPX4260S and the RoGator 1254.  The Case model has a cash price of $271,000.  This price is for a basic machine that doesn’t include the 2nd set of tires or foam markers, the GPS system is extra, and better suspension is also extra.  If the customer were to get these options, which almost everyone needs, the retail price of the Case SPX4260S is then $330,000.  The RoGator also comes with only one set of tires and the retail price of it is $330,000.  Other competitors include the Willmar Eagle 8500 and the Walker 44. 


GTSM will have a competitive edge over the competition because the customer will know he has the backing of not just one dealership, but all the dealership’s that are a part of GTSM.  Customers will appreciate the ability to deal at their favorite dealer for their sprayer purchase and know their dealer is a part of a much larger sprayer family.  Over the past few years, John Deere has increased their market share in Saskatchewan and Manitoba and has past AgChem (RoGator) in market share.  Case has the third highest market share, but is well behind the market share of John Deere and RoGator.

5.10.3 Customers


The customers who are going to buy these sprayers are the larger farmers, along with custom sprayers.  GTSM will target the smaller farmers for premium trade in sales.  Over the years, the trend has been for farmers who buy new to trade in every two to three years.  This depends largely on the state the agriculture industry is currently in, finances of each farmer, and the amount of hours on the machine.  


Customers will buy mostly at the local dealership, but customers will also buy at their favorite dealership.  Customers will usually buy the sprayers from the beginning of the year into July and maybe August, and there is always a chance of selling after harvest.  

5.10.4 Target Marketing


The most attractive market for GTSM is the larger farmer market.  RoGator has a substantial piece of the market, and GTSM believes the market share could take off with the larger farmers.  The competition is probably the weakest with the small market farmers.  John Deere has an advantage in pricing over Case and RoGator.  There are more standard features on the John Deere model as compared to the Case.  With the formation of GTSM, service and distribution are a huge advantage to John Deere along with GTSM.  


With the introduction of a new John Deere sprayer in the months to come, John Deere will narrow the competitive edge that Case and RoGator have with their larger machines.  In the agriculture industry, the goal is to sell as much as possible, targeting the larger farmers but never ignoring the smaller.

5.10.5 The Opportunity


GTSM has a huge opportunity to get more market share in the large farm market.  As well, GTSM will have a great selection of used machines to target the smaller farm.  GTSM plans on selling about 30 new John Deere 4710 sprayers per year.  GTSM also plans on selling 45 trade ins during the year.

5.11 Marketing Strategy

5.11.1 Sales and Profit Objectives


GTSM’s objective is to sell 30 new John Deere 4710 high clearance sprayers at a profit of around 10% per unit.  GTSM plans on selling 45 used sprayers throughout the year, also with a profit of around 10%.

5.11.2 Channels of Distribution


The distribution methods that GTSM possesses will be to haul the sprayer to the customer after the deal is complete.  Sometimes the dealer is close enough to the farmer that the farmer will just drive the equipment to the farm.  Competitors use the same distribution method basically.  GTSM along with the group dealers will have service trucks for technicians to make service calls and repairs if necessary.

5.11.3 Pricing Policy


GTSM has a price of what each machine will cost.  John Deere sets the retail price of the sprayers at about $275,000.  GTSM is going to try and sell all new sprayers at a price of $250,000 with an expected growth in the price of 1.5% a year as shown on Schedule 1 of the financial plan.  


The price each farmer receives for their trade in will depend on the type of trade in, the condition of the trade in, and the hours on the trade in.  

5.11.4 Markets/Products/Service Mix


GTSM wants to be a factor in all the different markets.  GTSM feels there is great opportunity to compete with RoGator in the large farm market, as well as the custom spraying market.  GTSM will be as competitive as possible in the small farm and used market.

5.11.5 Selling and Advertising


GTSM along with the group dealers already have a solid foundation of salesman to sell the sprayers.  GTSM will have an extensive advertising plan, including local radio advertisements, the Farm Progress show, Agribition, the Western Producer, and John Deere Days.  


The biggest concern for GTSM is to let people know it exists, and is there to serve them in any way possible.  GTSM wants to be a part of future transactions with them.

6.0 Financial Plan

6.1 Sensitivity Analysis


GTSM’s biggest risks are the amount of new and used machines sold.  If GTSM sells 11 new sprayers and 45 used sprayers, it would have a net income of $6,158.  If GTSM sold 30 new sprayers and no used sprayers, it would have a net income of $305,740.  If GTSM sold 15 new sprayers and 22 used sprayers, it would have a net income of $11,923.  If GTSM sold 20 new sprayers and 20 used sprayers, it would have a net income of $139,336.  If GTSM sold 20 new sprayers and 30 used sprayers, it would have a net income of $183,160.

6.2 Case Scenarios


GTSM’s base case:

· Sell 30 new sprayers and 45 used sprayers

· Net income of $476,154

GTSM’s worst case:

· Cut new sales in half to 15, and used sales to 20

· Net income of $2,936

GTSM’s best case:

· Increase new sales to 40 units

· Increase used sales to 55 units

· Net income of $743,920

7.0 Conclusion


GTSM wants to provide customers with the best products, product services and part around.

Green Trac Spray Masters appears to be a rather feasible business with an IRR of 159.9%.  With no long-term debt to speak of, it is hard to find a reason to not start up this business.  The problems that this business may incur are unavoidable and inevitable crisis like drought and flood, and competition within the industry.  With the sales area the existing companies already have cornered, bringing in GTSM can be beneficial as it would be providing a new service in the area not currently experienced.  The goal is to corner a new market not currently held by the existing companies of Maple, Nykolaishen and Green Line.  

8.0 References

Nykolaishen, Ronald., Kamsack, Saskatchewan.

www.sales@nykolaishen.com

www.deere.com
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