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The value of pastures to mixed
farming enterprises

Meark Gardnar,
Vanguord Business Services, Po Box 454, Dubbo MNSW. 2830

BACKGROUND

This brief paper will present three ke points:
1} A discussion of the importance of pastures in Mixed
Farms in the Central West of NSW,

21 A discussion of some of the challenges which are
currently being fuced by farmers from a cost
perspective,

3) Floating of some ideas about pasture management 10
years from now (as o prompt for further discussion),
Vanguard Business Services helps farm families

examine farm profit, in order W improve their business

performance (in u Jarger sense) in the context of their own
individual GOAL. Note | have used GOAL not goal. This
is o recognise that while many farm families have

production targets or short term goals; a GOAL is about a

long term view of the future: [or the land, for the desired

lifestyle of the people, and the required level of profit of
the businesses.

Many businesses that we work with do not have o
GOAL., although many of the individuals have varving
clarity in terms of the way in which they would like the
future to be or not be, The challenge is to write this down,
which requires-a high degree of elarity of thought snd 10
ensure that there is ownership amongst the farfiily members.
This can often be hued, but our experience is that unless
this exercise 15 carned out, then often conflict, disagreement
of misunderstanding can result, either now or ine the
futore.

This important exercise then provides a context o ook
at the farm aperations.

THE IMPORTANCE OF PASTURES IN MIXED
FARMS IN THE CENTRAL WEST OF NSW

It is impaortant to look at the structure of the overall
enterprise mix between crops and pastures to help families
zet a feel for their business, Much of our work invalves a
degree of Whole Farm financial benchmarking, with over
14 groups of family farmers across NSW, The process of
benchmarking has alerted us to many important
components ef whole farm profit,

Some points from our work are:

* At higher cropping intensities (% of managed area
which is cropped), higher profit does not necessarily
follow,

= Many profitable farmers had “moderate™ cropping
mtensities 10-253% of their total area (and profitable

livestock operations on the pasture base),
= Muny farmers crop 20-50% of theiraréas, and this can

either be profitable OR non-profitable, There are many

pathways to profit. Deciding on a strategy to achieve it

15 critical,

Many profitable farmers also have quite high amounts
of their land under pasture; it is possible to achieve good
levels of farm profit at quite moderale levels of cropping,

Our work has indicated that many factors, apart from
the areq sown to crops or pastures, influence profit,

Some of these are;

*  Rowtion (crop sequencing. discase issues, paddock
selection, fertiliser, herbicide strategy etc.)

*  Costs, ot the entérprise and whole farm level

= Prices (marketing and production skilis) achicved

*  Turnover of the business in dollar terms (this is NOT
abways related to farm size)

*  Yield of the crop (tha) or pasture (animal production
levels)

In effeet. the “management”™ (decision making) which
combines the above 15 at the essence of profitability.

Management decisions made for the pasture base, in
the eontext of the individual GOAL; can make u positive
andl direct contribution o the above,

Take home messages:

‘The individual crop: pasture mix on a farm is an
important component in determining farm profit, but there
ure many other factors o consider, Increasing crop intensity
does not always improve farm profit, Our experience is
that pastures are a key factor (bt not the only factor) in
profitability on mixed farms,

There is also a need to improve the understanding of
how profit s created,

Ohur experience is that while pastures can provide an
impartant contribution o farm profit, this doss not hald
trug in every instance.

When working in real life situations with over 240 farm
families over the last three years, we have come to helieve
that some factors are Black and White, but many are Grey.
Thas 1s why setting the GOAL ts important, to ereate some
clarity. A GOAL can direct day to day activity, and create
clarity. The difficulty of thisis that for each farm and family
1t may be different, as they may be tryving to achieve
different ends. We try to respect this, The reality is that
many (but fiot 2ll) farmers can improve their understanding
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of their business and the factors contributing to profit { and
10 can the research and advisory sector,..of which [ am a
member! ).

The reality is that some farmers have rapidly mereasing
cost structures, &5 an example some (but not all) farmers
have fertilizer, spray and [uel costs, which may have
doubled over the last three years, but some don’L For some
farm businesses, today’s commodity prices are masking
some rising cost trends. For these farm businesses, where
will this situation be in 10 vears time?

Our experience with working with farm families w
createé profit indicates that the fellowing factors are
important (in the contest of the individual family’s GEPAL)
+  Price
*  Yield (production levels)
= Costs (enterpnse and overhead)

»  Turnover (measorcd modollars)
« Risk,

We have often foumnd that yield can be sometimes being
i less impartant contributor to Whole Farm Prafit than
often thought. Many farmers are currently achigving good
vields, and are semetimes achieving good Gross Margins
but Farm Profit and Rewrn on Capiral is lower than they
require. Sometimes the non- enterprise costs, such as the
ameunt of capital and labour involved. risk factors or the
turnover of the business can be an issue. The above five
Factors indicate that yield is only one component of farm
profit. Yet it is often given the most focus! Of course for
other farmers, vield may be an 1ssue.

W are suggesting an individual farm approach based
onan examination of the five important factors (and others
which [ 'will mention later), rather than a “one size fits all”
approach. 15 needed 1o address any issues of profitability.
Consideration of the above factors is important in this.
“Oine size fits all” thinking can he complemented hy an
individual farm business approuch.

A focus on vield, without a corresponding examination
of the real costs to achieve that yvield (Enterprise and Whaole
Farm costs), the capital required, or the risk factors
involved, could run the rsk of potentually moving farm
businesses into lower profitability, with the best intentions.
It is important to monitor Whole Farm Profitability, not
just Gross Margin performance, Farmers are under
immense pressurg o improve yields but in our business
we are assisting farm families to achieve their GOAL
(which will include a desired level of profit), and therefore
we need 10 be looking at more than just production levels,

Linfortunately much research and extension activity 1s
oriented towards yield (production). often without a good
understanding of the other factors which could block
profitability.

Asaresult some farms can operate highly preductive
enterprises (high vield levels in their crops or animals)
embedded in low profitubility businesses.

Other important issues to consider are:

= What is the impact of the overall management of the
farm on the farm ecosystem? 15 it regenerarive?

» Ix the management of the Farm leéading o a good
lifesivle for the family?
The guestions must always be addressed as part of the

day 1o day decision making wwards the GOAL.
Based on our GOAL directed approach, it is important

o look forward, say 10-15 years. During this tme some

of the following could occur;

+  Fertilisers could be more expensive

*  Some herbicides may be lower, some higher in price

*  Fuel may be dearer

»  Muachinery may be dearer

= Thecostof living (particularly education’y will increase

= Inten or fftéen year s tme, what will the environmental
issues of salinity, acidity, erosion and weeds be like?

= How will furm munagement need to be, and how (if at
ally will it need 1o change from today T It is important
to be thinking aheud 1o he able to assist farmers o shape
their businesses o meet the challenges of the futre,
and not of the past. A more considered approuch w
profitabilicy and its interrelationship to the environment
are needed.

«  Not all farms and the people living on them are the
same, nor s ther GOAL the same. Allof us need to be
careful about the assumptions which we make in
relation 1o how Farm Profit is created.

SOME IDEAS

Many farmers are moving towards an “ecosystem”
approgeh 1o farm management, where they are managing
enlerprises; in the context of their water cyele, mineral
eyele, energy conversion, community dynamics and bio-
diversity {above and below ground).

This approach can create significant cost reductions,
and ot the same time regenerte ecosystems.

A greater range of land management “tools™ are also
being used. For example:

*  Planned recovery of plants via plasined grazing
«  (iraring munagement to manipulate the ecosysiem
towards the GOAL

«  Using animals and their hooves and mouths can
“mimic” machinery or herbicides, at lower cost and be
income genegating.

»  Muanaging the farm us g whole, and not as a series of
unrelated enterposes
We believe that the future will need @ greater focus on

“svnthesis” of aspects of the farm, and a more of a whole

farm approach, requiring a greater depth of understanding

of the interrelationships between profitability, farm ccology
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and the lifestyle of the family,
An acceptance of the many different ways in which

land can be managed is important, as is a greater tolerance
for new ideas and approaches,

menagers whe are putting intoe practice some exciting and
innovative land management approaches, using different
“tools™ and with & GOAL driven approach,

These approaches can have significant prolitability

From what we have seen 1o date there are many land  benefits, and at the same time build up the farm ccosystem.



