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Introduction
For the second time the Lincoln College Farmers ' Conference was held away from
the College . In 1984 it was held in Gore and this year in Blenheim.
On behalf of the Conference Or ganising Committee an enthusiastic Local Steering
Committee arranged a top i cal programme on diverse subjects presented by ·a good
proportion of Marlborough and Nelson speakers .
The local speakers included 5 farmers, a farmer's wife/journalist, trading bank
manager, fami l y counsellor, chartered accountant and a Lincoln College
Foundation farmer of the year finalist . Half of the 8 sessions were chaired by
local people .
The programme was supp 1emented by 9 speakers from Lincoln Co 11 ege , and a 1so from
Canterbury a farm consultant, chartered accountant and Campbell Centre
consultant . The General Manager of the Rural Banking and Finance Corporation,
the Rural Finance Manager of Wrightson NMA Ltd and th e Managi ng Director of
Fruitfed Ltd were contributing speakers from Wellington .
The Conference embraced the Lincoln College Centennial Award pres ented by the
N.Z . Society of Animal Production and also 3 horticultural farmer of the year
finalists presentations for the Lincoln College Foundation award .
The programme concluded after an address by the invitation guest speaker, Sir
Ronald Trotter, Chairman and Chief Executive of Fletcher Challenge Ltd .
The local committee arranged s ponsorships from several local companies whose
financial assistance is gratefully acknowledged. Sponsors were;
Farmers Mutual Insurance Group
Marlborough Cheese Co-operative Ltd
Marlborough Stock & Station Agents Association
Riverlands Meat Limited
Waitaki International Ltd

Where
are
we
now?
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The state of New Zealand 's farming
Sir JB1Des Stewart,
former Principal, Lincoln College

I have been out of the country for the last five weeks and in these turbulent
times for agriculture and the economy that is a long time to be out of touch .
It seemed that for every day for months before I left, the unfolding day to day
crisis of the industry, the imminence of widespread farm fa i lures , the impact of
this on the agricult ural sector, the collapsing farm merchandising and servicing
sector and , as important as an ything, the potential disruption of the fabric of
our r ura l soc i ety were a l l tota l ly occupying my thoughts and energies perhaps to
the exc l usion of necessary wider pe r spectives. I s uppose , like many of you when
you have spent your whole working life trying to contribute to growth and
innovation in agriculture, it is understandable that you would be somewhat
preoccupied and begi nning to wonder whether the industry is starting to crumble
around your ears . Over this period I have tried to use seemingly endless train
journeys in China , numbing international flights and the opportunity for
observing some of the things happening elsewhere, to get a new perspective of
what is happening here. I hope that it i s possible for me , in the minutes
availab le, to try t o co11V11unicate some of that perspective and to try, perhaps
rather more cooly that when you are in the thick of it , to think about where we
are heading .
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If you come to the heart of the matter, the central issue that has emerged is,
"What should be the size of agriculture?" At the centre of the arguments made
in their lengthy newspaper releases, just before I left five or six weeks ago,
Mr Douglas and Mr Moyle seemed to be arguing that in the face of declining real
demand and declining international commodity prices the industry had been
overstimulated by t he intervention of government through price support and
subsidisation of inputs, especially loan capital for purchase and development,
and that it had grown too fast for it's markets. This argument seems to be at
the centre of the Treasury position. I note from clippings that have been saved
for me while I was away, that the validity of the figures used by the Minister's
advisers in calculating the decline in real demand, have been questioned. The
inference drawn from that argument has been that the industry is too large.
A smaller industry implies a number of significant things. First it implies
fewer farmers and farms, farmed at lower levels of intensity than we have
achieved in the last couple of decades. It is observable that among those
farmers least effected by the present financial crisis, are those who have
farmed at conservative levels for two or three decades and have not committed
themselves to large scale development borrowing. This strategy, let us concede,
may be regarded at least by them as being very prudent, and perhaps also by
their neighbours and others. Such a strategy, however, universally applied,
would of course have meant a very much smaller agriculture now, and the question
for the economist seems to be, "where would we have been in terms of foreign
exchange earnings today had that prudence been universal"?
Periodically the argument has been put up that because marginal revenues for our
main products, are less than average revenue, expanded output would lead to
lower earning overall. Lamb sales to Iran are an example. I have listened to
this thesis for a long time but have never found the factual arguments or the
empirical evidence terribly convincing .
A coup 1e of years ago Treasury brought a paper ca 11 ed "Land Use Issues". It
seems to have been a consistant reference point for policy in the last two
years, Treasury refers to research which suggests that a 10% increase in New
Zealand sheep and meat exports depressed world prices by approximately 4% and
quite a lot of play was put on that particular hypothesis in the paper. If that
is a verifiabl e fact it does not seem to be necessarily bad as inferred. Price
felexibility, such as a 10% increase in production associated with a 4% decrease
in world prices, would in fact lead to an increase in total earnings, which
would presumably be in the national interest, but not in the interest of the
individual farmer. It is not easy to accept that our lamb industry is too large
when wholesale prices in the U.K. appear to have been at record levels. What is
much easier to accept is that something terribly damaging has gone wrong with
the industry when it costs $66.00 to get a lamb from farm gate to consumer and
you finish up getting $9 - $10, if you are lucky.
The die is already cast, the lamb industry is going to be smaller, it will be
much smaller still if the present rate of disinvestment continues for long.
Disinvestment is occurring in fertiliser, maintenance, manpower, machinery, weed
control and so on. We will see whether the marginal revenue argument, namely
that prices will improve more than proportionately to the decline in production,
has real validity. I cannot help but think that as an industry and a nation we
will be worse off.

The Chairman of the N.Z. Wool Board has certainly been very positive in
lamenting the decline in wool production wh i ch is now going to be substantial.
In the light of a r ecent statement by the Council of Wool Exporters that New
Zealand crossbred wool prospects are excellent, the prospective decline of
production seems to be very bad business for the country.
The buzz word at present is adjustment. It is clear that the main direction of
this adjustment is going to be downwards. Survival for legions of farmers is
taking the form of cutting back on their production possibilities by sharp
reductions in spending. If re-establishment of growth was simply a matter of
turning on the tap again, or in manufacturing terms restarting a production
chain , the damage that this downwards adjustment will do to the economy would
not be so serious. But this is not the way it is, and one wonders whether the
appreciation of that biological element in farming is very clear in some
Wellington circles.
Take the crucial case of fertiliser which in 1985 was down to 10 kg per stoc k
unit, from 20 kg per stock unit in 1975, and is presumably still going down.
The short term effects of this would be somewhat masked by the improvements
achieved in pasture utilisation and subdivision and by the utilisation of soil
phosphate reserves. Dr Grant Scobie of Ruakura has estimated that the average
soil phosphate reserves have fallen by about 13% in the last five years and he
has demonstrated on a particular soil type that losses can be as much as 20%
after two years of no fertiliser. Those figures of course vary between soil
types, climatic variations and so on . The capital cost of replenishing these
reserves exceeds the cost savings made in reducing them.
Similarly the same argument would apply to future cost of weed clearance on land
that we may wish to rehabilitate. Some of us have already seen scrub cleared
twice from land in our working lives. It cannot be good economics.
It is not unfair to Mr Douglas to remind him that he, like most of us, believed
that the key to renewal of growth was agriculture. In 1980 he wrote, "Farming
i s the key to our economic future, unless we drastically increase exports of
these products we will not break out of our stagnation . We have the knowledge
now to double our agriculture, and to sell it." I do not know whether he still
holds that view. To be fair I expect he would say that unless the
restructuring, that he is insi sting is necessary, takes place, then neither of
these objectives can be achieved anyway. It is a kind of chicken and egg
situation. I want to give my own view that it will be a serious mistake in
policy to push the restructuring exercise so far, and so fast, that it results
in serious contraction in the industry.
I argue this not only on the grounds of social disruption and the high human
cost which, in itself, is seen by many other countries as a sufficient reason
for policies aimed at preserving the fabric of the rural society . I argue on
the grounds that in the intermediate and long term it will be costly to us in
the loss of foreign exchange earnings and in the cost of rehabilitation.
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I have a very positive attitude to our future trading prospects •. In Europe the
Common Agricultural Policy is really hurting, politically and economically. The
media is full of it. There are encouraging indications, including the inclusion
of agriculture in the next round of talks, that some sense will begin to prevail
in the intermediate term at least . Wherever one goes in Europe these days you
find an increasing clamour against t he Convnon Agricultural Policy . "The Times"
carried a leader a few weeks ago insisting on the folly of policies which were
punishing British consumers, and especially New Zealand , Australian and Canadian
farmers . The general view is that an imminent trade war between the EEC and the
U. S. would put enormous pressure on protectionist policy on the other side of
the globe.
On our side I share the view of those who see tremendous potential in the
Pacific basin as we get our marketing further into gear in this hugely
diversified growth oriented region. So I come back to my queston, "l~hat size
should the industry be?" My view is that it should be bigger not smaller, but
it will clearl y have to be different, as well as bigger. Later I will talk
about this business of being different.
The very influential newspaper "The Australian" recently carried a full page
article on Australia's severe economic crisis , embodying unsustainable trade
deficits and all the other classic symptoms of economic decline. Unless you
read Australian newspapers regularly you do not get this kind of perspective of
our envied neighbours across the Tasman.
When I came back through Australia this weekend the Australian "Bulletin" was
lead ing with an article "beating the banana republic blues". At the heart of
its case was the strong assertion that Australia has the potential to become the
major food bowl of the world if the rural sector adjusts to changing markets.
But the nation, it said, is wasting its biggest and best resource, i ts vast land
resource, because of lack of initiative and years of government neglect. It
went on to say that a group of eminent agricultural analysts have reached a
consensus that a future will belong to those who grow what the consumer requires
instead of what the farmer wants to grow. They believe that large profits await
those who delve into new products, and utilise modern investment structures.
The new agriculture will require sophisticated marketing techniques, flow of
urban investment, development of new livestock breeds and products, and so on.
If you are pessimisti c about the longer run outlook for agriculture you should
read this article in the June 3 "Bulletin". You may not necessarily believe it
all, but it may encourage you to believe that in New Zealand we should approach
the future with the same imagination and zest , rather than with the
contractionist mentality which appears to be around in lfollington. The article
displays some envy about New Zealand's initiative in horticulture , kiwifruit
and deer farming and concern at New Zealand getting top quality goat breeding
stock from Australia at what they call bargain basement prices .
Yo u have to concede that the trauma of the last 12-18 months has shattered us
out of our complacency, or any complacency that we might have had, about our
industry, and made us sharpen our minds about what we are going to do and where
we are going to go . Some of the proposals being floated in Australia are being
discussed here, such as new methods of financing.
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It is increasingly evident that we have relied too heavily on debt financing,
for both the purchasing of farm assets and for development. This approach of
financing has been fully compatible with our strong tradition and philosoph y oF
the owner/occupier family farm, which has been a source of great strength and an
engine of growth in our economy. Nevertheless it has exposed us on two
occasions now, in 50 years, to a high level of vulnerability. In 1978 t he Duke
of Edinburgh visited Lincoln College and one of the things '. recall hi m saying
was, "I cannot understand how your agriculture can potenti ally face up to the
risks and vulnerability that agriculture is exposed to with your traditional
form of owner/occupation and high levels of mortgage and debt finance." We had
a bit of an argument about that, but the thought has stuck in my mind,
especially in recent months.
What forms of alternative funding are likely to be stronger in the new era that
we face? There are a number of ideas , and ventures being actively loo ked at.
Professor Ross has been promoting the idea of equity mortgages for some time.
Other forms of equity participation are possible, institutional involvement in
equity, partnerships , and so on. New financial skills and greater sharing of
risk in the financing of our industry seem to be an essential part of our
future. This is not likely to be an attractive philosophy to farmers in
general, but in my opinion it does not have to mean the demise of the family
farm, which has been suggested in some circles. I see these ideas as being
entirely complementary.
Recently, Frank Pearson, a very respected business writer in the "N.Z. Times"
drew attention to the fact that over the last eighteen months, the increase in
the value of public company shares and urban property in New Zealand had been 25
billion dollars, for which presumably very little has been created. At the same
time, even if you take a conservative view, there has been a one-third decrea se
in rural land values amounting to a loss of about 5 billion dollars of assets .
He refers to this as a dramatic shift in the relative wealth and the rela t ive
prosperity of the New Zealand community. If these so-called financially
efficient people cannot devise ways to use their new found wealth to enable the
rural sector to diversify, then they will have no one but themselves to blame
when the political tide turns away from their much loved markets . Failing now
to look within their own rural sector for investment opportunities, they run the
risk of waking up one morning to discover the worm has turned.
Mr Alistair Mclachlan, Chief Executive of Wrightson NMA-Dalgety, drew attention
to the same possibilities and prospects in the last week or two. The point I
wish to make is that the longer term future of the industry, its ability to
survive and grow, its ability to innovate and take risks, its competitive
ability in a fiercely competitive world, will require more flexible financial
structures than have been traditional . This should not be at the cost of loss
of personal motivation and incentive which distinguishes our farming attitudes
from that of any other countries .
This all sounds fine for the long term or intermediate term, with more market
directed diversification, more business-like financing, but what about tomorrow?
What about the immediate crisis? What about getting through this year? What
about the dairy industry where the blow is yet to fall? I hope you do not
imagine that I am oblivious to those problems . I am sure they are going to be
handled in more informed detail by later speakers .
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The industry has to be held together and this has two main dimensions, firstly
debt management, which is a problem involving external influences , as well as
internal ones on the farm, and secondly financial management on the farm itself,
I discern a growing determination in the industry to hang in and to see it
through and I commend that attitude. It is one without which the industry will
be in even severer difficulty. I understand that the government is to announce
some package in the near future.
It has to be acknowledged that it is an enormously complex task, because of the
complexity of the portfolios of debt structure on New Zealand farms, which are
more complex than in many other countries. You are aware that a good many of
our farm s carry a portfolio of debt maybe invol ving 5, 6 or 7 mortgagees or
creditors . It is said that the Rural Bank could handle the whole situation.
The Rural Bank is a massive lender, but it cannot be expected to carry al l th e
burden, particularly if the government insi sts that it be a commercial
operatio~.

There is a wide range of debt financing, from the commercial sector, from banks,
stock firms and other lending institutions. A significant measure comes from
the private sector i tse 1f, from vendors and trust funds for instance. The ta sk
of reorganising debt is not very simple, it is enormously complex. However, it
is a task that has to be faced because unless there is a dramatic further fall
in interest rates, and the exchange rate, leading to realistic prices for lamb
and milk fat next year , there is going to be a major dislocation of the
industry. The human and economic costs could be high which does not make
economic sense in the light of the crucial importance of agriculture to society ,
and in the light of the optimism about its future if it is buffered sensibly and
equitably through the current crisis.
A most encouraging statement has come from the r.om bined lending institutions,
formulating as "The Press" puts it, "a co-operative plan for restructuring farm
debt." Each case would be analysed on its merit and assistance given in some
way. The possib ili ty of widespread debt write off would in my opinion be as
damaging to the industry as are the widespread farm and farm servicing industry
failures. All this is going to require very high levels of commitment and
decision making to get us through this trough to the challenging and exciting
period for the industry in the future.
Whenever I return from overseas and fly over or drive through this country, I
think I increasingly understand the nature of the resources that we have. If we
can make a mess of it we must be real experts. Recently I was at an address by
a discerning Chinese professor in China who had been to New Zealand recently and
he told me how he loved it. One of his problems here he said, was if you get
lost you cannot find anybody to tell you the way. vihat he was really saying was
that "you have a 11 the space and a 11 that 1and and so few peop 1e". He was very
impressed when he measured that against the availability of good land i n China
for eleven hundred million people,
It is a tremendous resource, it is a wealthy resource and it remains a key to
our future prosperity. I have a very positive attitude to the land and I hope
leave you with positive thoughts and also a clear recognition of the immediate
problems that have to be faced up to and overcome by individuals, trading
institutions , lending institutions and government.
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Sheep farming
David Dillon, Marlborough
David Dillon left the Upper Wairau Valley to spend a year at the Telford
Institute. Then he worked on a variety of South Island properties before
managing a farm in Canterbury . Later he had a share-farming arrangement for
five years before returning two years ago to form the partnership on the family
farm.

My brother and I took over the family farm in partnership 1n November 1983. The
fa rm was running 2250 Borderdale ewes plus replacements and 12 steers bought as
weaners in the autumn. We realised that we weren't heade d for a luxurious
lifestyle but we thought, as no doubt the Rural Bank did from whom we got a
mortgage, that we would survive and wi t h care and attention do better than that.
At that time our plan was to irrigate 100 hectares to increase our net income to
make the farm capable of supporting two families without too much difficulty.
We also had dreams of orchards at some time in the future. When we took over we
decided to rationalise the machinery and vehicles. We sold the landrover and a
small petrol dodger and bought a silage chopper and feed-out wagon. We managed
to get some contract viork with it which effectively paid for our own silage
making . We feel that silage is the second best to irrigation as an insurance
policy against drought which, after the two particularly good seasons, cannot be
too far away . We also had a small baling and general contracting round which
has helped defray hay and tractor expenses as well as giving a necessary cash
injection .
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Then came the 1984 Douglas Budget. There was a lot of talk at that stage of
diversification being the answer to the rural sector's economic problems, so we
rushed out and bought 30 feral and 94 does, and even that was more than we could
really afford. We soon came to the conc lu sion that to diversify into goats in
an effective way was going to cost us a whole lot more than we could afford, so
we sold our goats and the kids without losing on the deal. It is only possible
to diversify from a position of strength so I guess we were lucky to learn that
lesson without it costing us too dearly.
In the autumn of 1985 we subdivided 10 paddocks down to four hectares to make
better use of the grass we had. It worked and by using five wire permanent
electric fences we kept the cost down to $1.00 per metre complete, and as we now
have power over most of the farm it has made effective controlled winter grazing
possible. On the parts of the farm where this policy has been pursued for four
years we are noticing a real improvement in the pastures. We feel that this
will work out cheaper than working these paddocks and this autumn we have
noticed the heavy stocking on small areas is giving a degree of grass grub
control.
We decided that it would be prudent to get a better balance between cattle and
sheep so last spring we bucket reared 30 bull calves. This gave a reared cost
of $1 .85. per kilo at weaning not counting labour which was only slightly cheaper
than the price reared ca lves were available for. With the weaner steers we
bought in this autumn we have 53 cattle on hand now. Ideally we would like to
be running 100 and drop our ewe numbers by about 300 but with the price of
cattle and the price of sheep it's going to be a slow process. I have been put
off rushing into things.
We are now working a split shear ing system. By shearing a mob at a time
throughout the year we are able to do most of the shearing ourselves, thus
cutting down on labour costs and at the same time spreading our income which
helps take the humps and hollows out of the overdraft. I think we are getting
better quality wool as an added benefit.
Like some others we got caught with the illusion of a market orientated schedule
only to wake up pretty late that it is in reality a production orientated
schedule, the same as it has been for the last 100 years. We were lucky it was
a good season climatically or we would have been in big trouble with the
freezing works strike. We have re-arranged our drafting policy to minimise the
disadvantages of the present schedu le system. Because of the talk of very low
prices for works ewes we decided to retain our cu ll ewes for a further winter
and sell them all counted after lambing. This worked out very well. We would
have had to get $23 per head in the works the previous year to have done as well
financially. Though once again I think we were a bit lucky to have such a mild
winter.
That is where we are up to now and now is when the financial pressure is really
starting to bite. We ran a 1986-87 cash flow budget in mid March and got a
nasty surprise with what, at first glance, looked like a cash injection of
around $15,000 needed to redeem the situation. We went to the Rural Bank and
were advised to go to our trading bank and take out a term loan which we duly
did. We were still far from happy about our financial situation so with the
help of a friend we reassessed the whole structure and discovered that if we
carried on in our present course we would be in bad trouble in 12 months time.
It was decided we had to get rid of the term loan as quickly as possible as that
was what was going to sink us. We also cut one lot of drawings.
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We looked at se11ing machinery to ra ise cash but discovered that what we wanted
to sell no one wanted to buy. We looked into selling a block of trees. They
won't be at their best for another 5 - 6 years but with the interest we would
have to pay on the money between now and then we wouldn't be any better off
hanging on to them. So the trees have to go. This should set us on a sounder
footing, then with careful budgeting and continual mon i toring of our cash flow
we will still be here in a year's time . As we have little or no contol over the
income side of the budget we are very much at the mercy of the value of the New
Zealand dollar and interest rates which, for reasons best known to himself, Mr
Douglas is quite happy to see as they are.
As money saving measures we aim at cutting down tractor and ve hicle hours to a
minimum. If we can possibly put on lime and fertiliser we will, as we have to
watch the overdraft in the soil as much as the overdraft in the bank.
Grubbing gorse instead of spraying is another measure which has another
advantage. I was once told "don't think - dig a post hole", the theory being
while you are working you are not worrying. We have also got to be as self
sufficient as possible. A house, cow, chocks, pigs and a good vege garden are
important. For a family of five it costs around $500 a year for milk so a cow
is paid for in one year and a calf thrown in for free.
The mora 1 of the story is "Don't Panic" and rush into lhi ngs. By a 11 means seek
advice but then take a month to think it through with all its implications
before acting.
Finally. Let's be positive. Every time you turn on the radio, pick up the
paper or talk to another farmer you get nothing but doom, gloom and despondency.
While we are thinking negatively and mourning for the "good old days" we cannot
hope to progress toward a more exciting and prosperous future for farming and
the country.
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Dairying
Brian Sowman, Golden Bay.
Brian Sowman was brought up on the home farm at Takaka but left to work in town
after leaving school . After a s~i nt in Nelson he returned to the home farm ,
took up sharemilking and eigh t years ago took over ownership of the farm. Since
doing that he has developed production to quite a remarkable extent and now runs
some thing over three cows to the hectare producing 480 kg of fat last season,
putti ng him up into the lPague of the high producers .

Where are we going is certainly a question that has occ upied a lot of our
thinking lately and I guess we can look at t he question i n t wo ways . \~here are
we going if we do not make changes, and if changes are requi r ed, what will those
changes be? Our objective is to do more than just surv i ve , we want to add a
worthwhile profit for our risk as a prerequisite . Firstly we wi l l have a quick
look at what our current situation is .
We own a 75 hectare dairy farm and have been leasing 16 hectares for four or
five years and a further 51 hectares since December. For th e last four or five
years we have had wintered about 3. l cows per hecta r e. This has drop ped because
we had no extra stock t~ take advantage of the extra l and . However , there has
been a steady lift in production over the last three ye ar s .
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The need for some personal and business goals is very important to us. They
help me to concentrate on thinking when inevitable distractions crop up. Here
are some personal requirements or goals. I want good health, especially good
me ntal health. I think I should state a happy marriage instead of a stab l e
marriage because I do not think there is such a thing as a perfectly stable
marriage. I want to have time for my kids, while they are young . I want a
challenging, rewarding. stimulating occupation . I have a chal leng ing one but
do not know if the rewards are there.
Most businesses, or all businesses and companies have a set of business goals.
Our goal is to maximise our returns through profit and capita l growth and look
for investment opportunities that match our ski lls and abilit ies . We want to
maintain a financially so und business. We certain l y want to foster satisfying
and stimulating work in the environment and we want to apply a positive
contribution to the local community and probably to the national economy.
If we did not change, but maintained our production at around the 32,000 kg mark
with a final payout this season of around $2. 70, our income, including culled
cows, would be around the $100,000 mark. Our expenditure for the last 12 has
been around about $130,000. So the answer to my first question, "Where are we
going if we do not change?" is downhill.
Specialisation has been successful for us in the past and I know it has been for
a lot of other dairy farmers as well. By concentrating on our dairy production
we have had a rapid lift in output and along with that we have incre ase in
profits. However, in this rapidly changing farming environment we find
ourselves in, and I think more importantly with the transfer of risk away from
the state to the individual, I am not so sure this is the right recipe for the
future. Our thinking i s that flexibility is far more important.
Since December we have been leasing a further Sl hectares. This block is well
grassed and fenced and is only about 300 metres to the dairy and is opening up a
number of opportunities for us. One option involved leasing a further SO cows,
but we have decided against it. SO cows were going to cost us about $100 per
annum to lease and other cos ts of about $40 per cow brought the total cost
including shed and yard improvements to about $1S,OOO. The production side
showed a $19,000 return so we did not conside r that was a particularly good
return considering the extra capital cost and the risk in the extra management.
However, it could be an option for the future and we may well look at it again.
The other option we looked at was purchasing 100 yearling bulls at about $200,
which we are doing. There is a far higher profit for us in the bulls and with a
lot of less work than there is in dairy far ming .
Where are going over the next 12 months? At this stage the plan is to milk 2SO
cows, 30 more than last year due to natural increase. We are looking at a
target production of around the 40,000 kg mark. Our dairy replacements, which
have been grazed out in the past, will now be grazed on the home block. We
bought forty yearling bulls 2 or 3 months ago and a few steers . The bulls will
be sold this financial year, the steers will probably be carried over for
another winter. We are intending to rear 100 bull beef calves depending on
whether the autumn sale prices are high, in which case we might sell and go back
into dairying. If prices are low we might buy more. If we sold and had surplus
feed then we would look at selling the grazing off or milking our cows on
longer, or to increase numbers. A final decision on any of those options will
not be made until our returns can be more accurately assessed.

18
I have just done a qu i ck budget showing our production and increasing income
from 1985-1986 to 1986-1987. With bull sales and higher production, safely
maintaining our income and expenditure, holding wages and with reasonable
fertiliser inputs , we see it as trying to hold the line this season to make sure
that our financial position in cash terms does not deteriorate . To ensure that,
one thing which we will probably be doing is delaying our spring fertiliser
application until the summer. If the summer turns dry then we will not put any
on at all. We will continue to update and monitor our cash flow regularly on a
monthly bases , but at this stage we are still optimistic about the future of
farming, despite all the doom and gloom and our future as farmers .
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Horticulture
John Palmer, Brightwater .
John Palmer is a Lincoln B. Agr . Sc . graduate , who returned to the family mixed
cropping and hort icultural unit and sheep farm at Brightwater where he has
subsequently developed the horticultural enterpri se. He ••as one of the early
movers into kiwifruit production in the Nelson area and operates contract
packing ser vices . He is Chairman of the local Kiwifruit Association and is a.l so
involved with The New Zealand Kiwifr uit Authority. He is a Direc t or of the
Trusteebank, Ca nterbury.

I will start with an overview of how horticulture differs from co nventional
agriculture. Horticulture is defined to include fruit, vegetables, flowers,
herbs and nuts. Differences between horticulture and agriculture occur in the
capital involved , the risk factor, product diversification, industry
organisation and market prospects.
Pastoral farming has high levels of capitalisation, moderate risk , poor product
diversification and limited market prospects .
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Dairy farming is basically similar to pastoral farming with high capitalisation ,
moderate risk but havin g good industry organisation and a good level of product
diversification . However, there is an over supply of produce in some cases.
Horticulture is quite different because of the number of different activities .
For instance, ti.ere are various organisations such as the N. Z. Apple & Pear
Board , the kiwifruit companies , stone fruit and berry fruit companies and wine
companies . Their success in the long term may depend on better co-ordination
between them because they are duplicating some capital resources and are based
on simi l ar land .
The first two organisatio ns, apples and pears and kiwifr uit, are characterised
by high levels of capital i sation , very high leve l s of risk , l ow product
diversification but they have good markets . The products are fashionab l e and
healthy and are prP.sented and sold in attra c tive packaging.
At the other end of the scale with low capital input and lower risk is market
gardening wi t h annual crops which the old type Chinese growers exemplified with
cap ital involvement of a trowel , a push hoe and a cutting knive .
Concerning divers ificat ion and ri sk , div ersification fro m a given resourc e base
sprea ds the resources more thinly and may allow some high capital input activity
with a long wait for production for marketing. Many horticultural activities
have very high risk and with a l l horticultural activities the main risk is in
the production of a crop suitab l e for marketing .
Horticultural crop production requires attention to detail which is vital to
success . It is important to ensur e that production is right for your area . In
horticulture much more so than in conventional agricu l ture, it is important to
have all the factors of production , particular l y climate , soil and labour
running in yo ur favour .
My own situation can be related to most of the factors already mentioned .
On a 50 hectare property, my wife and I have 15 hectares devoted to horticulture
which consists of 11 ha in kiwifruit, 2 ha in tobacco and 2 ha in garlic . We
began in tobacco and developed from there with other vegetable crops through to
the present mix .
The goal we originally set ourselves was to generate cash quickly while
minimising the risk . Tobacco was able to do that . Once we had sustained a
reasonable cash flow , and with additional capital , we were able to develop the
kiwifruit operation . Since then a packing operatio n has been added .
The number of activities fit together we l l for a number of reasons which are not
accidental. Firstly, some of the capita l i s spread between them wh i ch means a
lower level of capitalisation of each. Secondly , the operation mix is chosen to
help both the labour and cash flow profiles .
In horticulture. which is generally labour intensive , it is very important to
make sure the labour is productive. For example , it is easy to have a full-time
labour unit produ ct ive for 11 months and then painting the shed and sweeping the
floors for the other month . The cost of this has to be spread over the other
operations.
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Similarly it is very important to smooth the cash flow between seasons of the
year and during a crop lead-in time which may be important for survival. Many
good kiwifruit orchards folded about year 4 simply because there was not enough
cash to finally turn all the development into income. We chose to go into
garlic production because it was a low capital, quick return crop.
For all horticultural crops good research and planning, as well as efficient
production, are vital to success. In facing the current economic cri sis we
retrospectively started our planning 15 years ago. In the first year of farming
our total gross income was $8,500. In the current financial year we will have a
gross income of $8,500 per week from good planning for profitability.
To finish I will quote Alan J. Scott, Managing Director of Citicorp N.Z. Ltd,
who made these remarks to a meeting of bankers, "We are talking today of
survival, survival of the institutions that you and I know, have grown up with
and have served for many years to succeed. The question is, what should we do?
Three ground rules are suggested, firstly there are no gold mines that nobody
else knows about, secondly the pace of change will accelerate geometrically and
finally avoid running with the herd. Few, if any, will be successful in all
areas of the market place. The smart ones wil 1 not ever try."
These remarks apply equally well to this audience. The change we face in
agriculture affects other industries in other countries. Horticulture offers
good prospects to help cope with this change.
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Summary
Bronwyn Honopoli, Chartered Accountant, Nelson.
Br onwyn Monopoli is a char t er ed accountan t based i n Nelson with a practice
special isi ng in fa rmi ng accounti ng . She is a Hassey University B. Agr . Sc .
g raduate and worked f or s ome years as a Farm Advisory Officer , Economics, with
the Mi nistr y of Agr iculture and Fisheries . She al so qual ified as an acco untant
before goi ng into pr ivate practi ce .

Everybody el se seems to have peppered their talks with quotes. The only one
that I am going to use today is a head l ine that I saw in the National Busines s
Review a few weeks ago which I thought was particularly apt . I said, "Farming
has got a fu t ure but some farmers may not survive".
As an accountant working in the farming field, I am dealing wi t h individual
fa rmers and although I am concerned with farming as a who l e, my primary co ncern
is with indi vid uals with their families , their objectives and trying to s ee if
i t is at all practicable for them to survive .
It is my rol e this morning, to pull out from the bac kground w~at t he se three
farm er s - Bri an, David and John - have given us , some guiding pr in ci pl es f or
wider appli cat ion .
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First of all, it is apparent that here we have three di f ferent people, involved
in different sectors of primary industry, with different f i nancial structures,
and at different stages of establishment. This means we're unlikely to find any
easy "recipe for success", within what they have told us.
But there are some common elements which link them, anrl as I identify and
highlight these, I think you will recognise that s ome, or a l l of them, could be
applied to your own situation.
The farming community is currently being subjected to very rapid change. The
most obvious common factor shared by the three people who have just spoken to
us, is that of a positive approach to this change. They have seen the changing
enivronment and the need to respond to it, as a challenge rather than a problem.
It's a fairly subtle difference, by you can hear it in the words themselves when you say the "problem" of change, there is a downward, pessimistic negative
fee 1 to it. When you say the "cha 11 enge" of change i t has an upward, pas it i ve
optimistic feel to it.
Despite the fact that you may not recognise it in yourselves yet, today's farmer
is rising to the challenge - he has quite a different type of business man than
he was even two years ago. Today, for example, he can tell you the movements of
the New Zealand dollar as against a range of currenc ies on almost a day to day
basis. He knows what the fiscal deficit is, both in terms of the size of it and
of an understanding of its interrelationships with other e con om ic indicators
such as inflation and interest rates. He no longer blindly assumes that the
best use of surplus farm income is to plough it back into land development, nor
that he should borrow as much as he can persuade a lender to advance, on the
basis that inflation will look after him. In these and in a dozen other ways,
today's farmer is broadening his horizons, he is gaining a better knowledge of
t he world around him and is developin g a keener, more anal yti ca l scrutiny of hi s
own decision making.
Accountants, consultants and other financial resource people involved in
assisting and advising farmers are finding in many cases, however, that these
adjustments to change are more apparent than real, in that they have not taken
place at the on-farm level fast enough to maintain equilibri um between the farm
enterprise and the outside world. Greater knowledge of the outside world does
no t mean that you have necessarily made t he adjustments to the outside world.
The fact that we are coping with right now is that a good proportion of farmer s
are coming to the end of their 1985-86 season in a critical position, with the
outlook f or the next season indicating that it will be very difficult to ma ke an
impr ovement on this.
Farmers who feel they are in this kind of corner right now may well ask how I
expect them to adopt a positive approach to their pos i tion. I f you are facing
into a corner, there is the feeling that the walls are com ing in around you,
there is nobody in front of you to help you, there's nowher e t o move to. Turn
around, face outwards, and the walls lead away from you, there are other people
in the room, with each step forward you have more room to mov e. You can be in
the same spot, but it is the way you face the world from that s pot that i s
really critical in dealing with your problems.
It is easy to say to someone who is feeling negative that t hey have got to turn
around. It is less easy to achieve it.

24
I want to side track for a few minutes and talk about stress. Stress and stress
management are this year's buzz words - and in this area, most financial
advisers have limited skills.
Nevertheless, it is likely to be one of your
financial advisers - your bank manager, stock firm manager, farm consultant,
accountant, Rural Bank field officer - who will have the opportunity to
recognise when a stressed situation is arising or likely to arise.
My experience in working with clients who are in financial difficulties has
taught me that there are three basic emotions that you commonly have to deal
with - if you want to get the enterprise back on the road to recovery, or at
least holding its own.
These emotions are fear, frustration and anger.
Fear relates to an uncertainty of what the future holds. In the past farmers
went into their enterpri s e with fairly clear goals. They probably knew they had
a few years in front of the m of making sacrifi ces, of getting their noses down
and their backsides up, but at the end of the day it would be worthwhil e. At
the moment that certainty has been removed and what we have is a rather mur ky
picture in front where you may well feel that the harder you work, the less
likely you are actually able to make progress.
It is this no long e r being able
to see ahead which creates this fear, which is part of having a negative
approach to the changes going on at the moment.
The next thing which arises from that is frustration. It arises from the
feeling that there is actually nothing that you can do which is within your
control to improve the situation. Your destiny is in the hands of your
financiers, the value of the New Zealand dollar and a multitude of other
external forces, rather than within your own hands.
Lastly fear and frustration can build up to anger. Anger directed at the
"system", the government, the Minister of Finance, the bank manager who is
perhaps stopping your cheques, the freezing works who are not taking your sheep
all those external people that you have to deal with or whose decisions
impinge on you.
My priority when working with a farming family, is to tackle these emotions at
their root, to modify them, to negate them or to channel them differently.
Looking more closely at fear - fear of the future with its strong relationship
with uncertainty; reduce uncertainty and we also reduce fear.
The tool we have available to us to reduce uncertainty is that of financial
forecasting or budgeting. Translating the present and the future into a
financial result - whether it's a surplus or a deficit - gives us something to
get our teeth into. The result may well fulfil our worst fears, but "knowing"
is a more positive state to be in than just "fearing".
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David Dillon's situation actually demonstrates this well and emphasises the
point that the present cannot be separated from the future . The first answer to
his "Where am I now" question was to turn short term debt which he considered
was at an unacc eptable level into a longer term loan. Sensible move . Until he
did the exercise to work out whether he could actually service that level of
debt anyway , and the answer was "No" . So, the trees had to go so that the deb t
could be eliminated .
Frustration - reducing this also relies to a large degree on budgeting and
forward pl anning to give the farmer back the feeling of being in control of
things . Evol ving a pla n whi ch incorporates some sort of flex i bility gives back
this control . For example - flexibi l ity in terms of expenses which may or may
not be i ncu r red dependi ng on circ umsta nces , changing the normal pattern of
expenditure in order to achieve this . You could plan to fertilise in autumn ,
rather than in spring, when you will have a better idea of what your income is
going to be. Flexibility in terms of income - an enterprise or product you can
turn into cash flow at your choice rather than being dicated to by an industry
or an organisation .
l~e

can see a range of responses to this flexibility strategy with our three
farmers.

David Dillon , because of financial constraints arising from his earlier s tage of
establishment on his property and the type of farming he is involved in, has
only limited ability to incorporate flexibility. He is really a prisoner of his
own situation , and his look ahead was very much a survival look ahead .
Neverthe l ess he has given himself some flexibility on several fron t s .
Eliminated debt by "cashing up" an asset not currently contributing to cash flow
reduces fixed costs for the immediate future . The t r ees had a future potential
to contribute to cash flow but that would not be much help i f he wasn' t around
to enjoy it. Shearing a mob of sheep at a time makes good use of his own
personal skills in order to save costs, as well as putting control of the flow
of income from wool into his hands .
A word of warning here though - you must be realistic about you r own work
capacity. There is no sense in eliminating labour costs from your budget, an d
simply taking on the additional workload within your own fa mi ly - if you are
already carrying the load of additional financial pressure t hen don't overload
yourself with physical pressure as well . Other changes shou ld be made at th e
same time if it is impossible to continue to employ your "normal" level of
labour . You must leave yourself with sufficient persona l ene r gy to deal wit h
financial problems properly . There must be time for thin king - it could make
the difference between surviving and not surviving over t he ne xt twelve months.
David Dillon ' s comment on diversification is wo r th repeating too; that's it' s
only successfully accomplished from a position of strength.
Brian Sowman's flexibility strategy is able to be more hi ghly deve l oped, and t o
concentrate more on income-boosting than cost-cutting - partly because he is
more established, and a l so because he has the f ou ndation of a strong dairy
enterprise to build on , even with the lower payouts predicted for this season.
Business expansion , which is effectively what Brian has done in leasing more
land , is not the answer for everyone but in Brian ' s case it has provided
flexibil i ty without the need to restrict the size of the dairy enterpri se; he
has added in a different, although related enterprise , on the top of it.

26
Milk-in-the-vat is actually a very inflexibile form of income - once its gone to
the dairy company you are in their hands as far as the pattern of income flow is
concerned. Put some of that milk down the throats of some extra calves and you
have an asset that can be turned into cash at any time. Perhaps at weaning, in
early summer, in January, February or during a dry period. It can be turned
into cash in the April calf sales, or if the cash is not required and the cattle
market prospects are good, the calves can be carried through.
As a di ver s ification, it is really only an extension of the heifer calf raising
enterprise - something which Brian is already familiar with and therefore
confident of his ability to carry through successfully.
John Palmer's flex i bility is really in terms of his already diversified
enterprise incorporating a good balance of a medium-risk s hort-term crop
( t obacco), another medium-risk short-term crop (garlic), a high-risk long-term
crop (kiwifruit) and a factory-type operation (pack-house). The spread of
enterprises means t hat it is unlikely that all the risks will come home to roost
in the one year. As well, there i s presumably a livestock enterprise of one
kind or another on the balance of the 50 hectares.
All three of the farmers who hav e talked to us, have made move s to get or keep
contro l of their enterprises in their own hands. They may not hav e seen t hat
this was what they were doing, but they have moved posit i vely to reduce
f ru s tra t ion.
Lastly, I wan t to t alk about anger - anger aimed at places where it will have no
effect can be a damag ing and embittering emotion. Coupled with working to
reduce fear and f r us tration, anger can be converted, diverted, channelled into
determi nation to not l et t he system beat you. What is currently happening may
be des i r able for the farming industry as a whole, but not for the particular
farmer and hi s family who are caught in the middle. If 20% of existing farmers
are going to fail in the next two years, I try to encourage my client to channel
his energies into making sure he's in the other 80%. Concentrate on dealing
with your own problems first.
This doesn't mean you don't help your neighbour when he's under pressure, or you
don't find time for your family when they need you - it really means you have a
good hard think about your personal and business objectives and sort out your
priorities - you may need to leave it to someone else to bridge the urban rural credibility gap.
I want to summarise quickly again the points from our three farmers.
David Dillon's approach has been to reduce costs (debt servicing, shearing) and
to gain some income flexibility (wool). He has also refined his management
techniques by subdividing and going into silage. But none of these things will
actually make a significant difference - he is really just hanging in there.
have no easy solution for him. Like him, I hope that by just making sure he
doesn't drift backwards over the next twelve months he will be in a position to
take advantage of the improvement which we believe will come.
Brian Sowman demonstrates some good principles about looking at alternative
enterprises in todays conditions - he has been able to fit his "business
expansion" (by way of leasing land) in to his existing capital structure, using
skills which he already has. Raising dairy beef is not so different from
raising good replacement dairy heifers. He has taken a very flexible approach
to the use of the leased land, by keeping his options open as long as possible,
so that he will be in a position to adjust to within-season changing
circumstances.
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John Palmer is in an industry which has always dealt with change. His currently
diversified operation spreads the risks of change adversely affecting him. He
has a combination of short and long term crops, all with a medium to high degree
of risk attached to them. He also has his factory-type operation which although
it would. tend to go up and down with the kiwifruit industry as a whole, could
cover him in a year when his own crop was down but the rest of the district's
was not.
All three of these farmers have shown us that a
major step towards finding a way of coping with
essential to do a realistic assessment of where
with what the future holds. Only then will you
challenge.

positive approach is the first
change. Along with this it is
you are now, and to get to grips
be equipped to meet the
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Summary
Ross Ha cMilla n Farm Management Consultant , Rangiora.

I'.os,; .'fac '1illn n is a !J . ~gr . Sc. graduate from Lincoln College . He was a Farm
Adv isory Officer wit/: t he 'f . A. F . in Rangiora and for the last 6 years has been
in pri 1,,• utP prac tice as a farm management consultant .

I see a situation whereby at the moment we have a lack of profitability, we have
the loss of net assets associated with the fall-off in capital value of farms
and stock. We have some pretty horrendous hard core debt problems and
uncertain t y regarD1r.g ;ome of our more traditional agricultural products. I am
sorry to bring you back to earth with a jolt but that is the situation,
certainly in the Canterbu ry region .
To illustrate this I recently took out some figures on 38 farmers whom I had sat
down with over the last few weeks or months just to see how they are stacking
up, and here are bu~get estimates for the 1986/87 year. On average they had 294
hectares , 2, 500 stock units, a big area of 73 hectares in crop, which would
bring equivalent stock units up to about 3,200 , a forecast income this year of
;1 69, 000, •~ich is probably dropping daily as more is revealed about product
prices, expenses of Sl60,000, a cash surplus of $8,500 being brought about
largely through a wind-down of stock numbers, minimising fertiliser expenditure
etc. Finance servicing percentage is 297., which is higher than we generally
like to see , we prefer to see that as something less than 257. of farm costs .
Farm working expenses averaging 537., a frightening figure , and current account
liabilities on the 1st July , averaging $42,000, varying from +$25 , 000 to
-$193,000. Overdraft oeak on average $83,534 with a variation of 26%. Bankers
sometimes refer to no t lending any more than 30% of gross inc ome . This figure
does not include the su ndry debtors, or products, such as crop on hand, that
could average $15, 000 - $20 ,000 on stream to come in ove r the next few months .
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These figures illustrate a very serious situation giving a few problems with the
cloud hanging over many of our products . This is creating a very stressful
situation in the farming environment . In the words of Ces Blazey, who on
television the other night said , "There are only two things to worry about, the
first being the things that have happened, and they have already happened so
there is no point in worrying about them, and secondly the things that might
happen and they mightn't , so there is not much point in worrying about them" .
I do believe however, that some structuring of the economy is necessary.
remember going to a farm with some Lincoln students a few years ago, and the
farmer was saying , "I've made $20.00 an hour capital gain since I've been here
for the last five years" . These students who did not have two bob to rub
together were figuring out how they were going to get into farming. Some
farmers are holding out hope for the government package, which might give some
light at the end of the tunnel, but may turn out to be the headlights of the
oncoming train. I often think it should be looked upon as a Clayton's package,
or the farming package you are having when you are not having a farming package.
Sri an Sowman gave some very interesting object iv es, for instance, humanitarian
ones about a happy marriage and good health. The objective for most farmers
from now on should be to try and make a profit and make the books balance for
the year. In the past thi s has not necessarily been the case and many farmers
have taken the attitude the job had to be done, the back block had to be
deve loped, the money had to be spent this year because it will be dearer next
year. To a certain extent they got away with it because the capital growth ..,as
always there . The bank manager was happy despite the debt building up but this
was being far exceeded by the growth in the farming assets. However, these
assets have now shrunk and banks are worried and wondering how secure is their
investment in farming.
David Dillon said, "If you worried don ' t think, dig a post hole." I personally
believe that rather than dig a hole you should go and find a tussock or
something to sit on and have a good think, and re-look at your farming
programme, although I must admit digging a post hole does not incur a lot of
expenditure. A good place to start would be to compare the various options open
and perhaps cost these on a partial budgeting or gross margin type basis. If
something is showing a return of $400 per hectare and something else $200, well
obviou s ly that is the option one should be looking at.
One of the speakers thought we should remain flexible despite the jack of all
trades, master of none argument. A degree of flexibility is necessary today
rather than having all the eggs in the one basket. The days of high stocking
rates, livestock incentive schemes, etc are gone . We should keep a bit more in
reserve, keep stocking rates modest and use the feed surpluses to cash in on any
store stock at low prices. It is important to maintain some negiotable assets,
like dry sheep or cattle. These can be sold if the bank manager is getting a
bit concerned, or you suddenly find that you need cash to pay the grocery bi l l .
Sell surplus assets, for instance, machinery lying idle or some trees to make
the books balance. I am talking about improving income and reducing expenditure
to leave a bigger margin at the end of the year . If selling trees, do not be
blinded by science about green tons and so much per cubic metre . Ask what the
bottom line is, because that is what you are interested in.
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Doing the basics is better, which may not necessarily cost a lot. It may be a
question of talking it over with someone very successful in your area. Then try
to rethink your farming programme, come up with more output per unit without
additional costs. There is a need for a greater cost plus mentality with
farmers.
For too long we have been pushed around and told to adjust. You have got to
learn to drive a harder bargain. Why should farmers continue to produce lambs
at $9 - $10, grow barley at $150 a ton and wheat at $160 - $170 per ton , when
these commodities are uneconomic to produce. You should not sign contracts on
these terms. Often they are not worth the paper they are written on and give no
assurance as to when payment will be made or what the terms of reference are.
A number of farmers are taking more of a direct bargaining approach by going to
the meat company and saying, "I'm going to produce lambs in July, what can you
offer me". The days of the schedule are outmoded and they really just indicate
the bottom line or the minimum price that a company pays. Farmers should drive
harder bargains by getting alongside those who take their produce.
Diversification is another word that is pretty much in vogue and David Dillon
had a brief flirtation with goats, before he back-tracked again. On exercises I
have done r ece ntly you are looking at a 16-24% return on the additional captital
put into a diversification option, whether it will be deer, goats or some
horticultural options. If money is costing 20-25% there is no future in that
sort of diversification scheme. As David said you have to diversify from a
position of strength . If, for example, your farm is returning 41 and there
is a spare block up the road surplus to requirements, it makes sense to sell the
block and put the capital into a more profitable or productive form of farming,
rather than go out on the open market and borrow at high interest rates.
As far as expenditure goes we have to think about it in both discretionary and
non-discretionary terms . Discretionary being the things which you can judge
whether or not you spend money. These include such things as personal drawings,
the liquor account and repairs and maintenance . Non-discretionary items a~e
drenching lambs and paying rates. Finance servicing is generally
non-discretionary although I suggest that it would not hurt to get alongside
some of the lenders and say, "I just cannot meet the terms and conditions of
this." In the long term interest of trying to protect their investment they may
well look at rethinking your situation by deferring principal repayments or
reducing interest rates. Certainly the Rural Bank are encouraging people to go
along and talk about those things.
I think David Dillon came up with some very good practical stuff that you can do
back on the farm such as growing your own vegetables or shearing your own sheep,
but in the long term that is not getting at the real core of the problem. It is
the industry prospective that Sir James Stewart and others were tal king about
that also has to be sorted out. You have got to look after No. 1 first before
you start worrying about the nation as a whole.
Finance servicing should be under 25% of your expenditure and farm working
expenses perhaps under 55%. If those figures do not stack up in the long term
maybe you should go and sit on that tussock and re-look at yo~r whole situation .
Yo u may decide to sell up, sell part of the farm, go into a low inpu t operation
or go and get a job. If you are trained or skilled in something specific that
does not involve farming you could get off the farm and earn a bit of extra
income until things come right.
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Bank managers are very interested in what is happening at the moment and they
prefer you to ring them before they ring you. Plan ahead, do your homework, do
your cash flow budget, keep the manager informed. It is better to share your
problem with him because he does not like waking up to surprises and, for that
matter, nor does your spouse. It is very important to keep your spouse happy
and informed about the situation. We are talking about planning, monitoring,
keep your finger on the tabs, taking some of the very useful suggestions from
Brian Sowman.
John Palmer gave a very interesting new perspective on restructuring which he
started on his farm in 1970. He had that uppermost in his mind by looking at
the land and looking at the lead time before getting a return on a long term
crop like kiwifruit. The short term ways of financing must be looked at and a
right back to basics approach adopted. Treat the farm as a business with
resources of land, labour and capital and how to utilise them efficiently.
I do believe this restructuring is necessary. There are a lot of people in
Christchurch and other centres saying values have reached the bottom and will
come in with capital for farming. This will show a higher return now than
previously with the distortions gone to some extent. People are waiting in the
wings ready to put capital in alongside land and technical expertise. Perhaps
now you to can get into something that you may otherwise not have been able to
do.
It is bad news for those who already own deer or goats, but the new tax
legislation has caused a very dramatic fall off in prices, which makes it a lot
easier for others to get into them and make a profit. There is a degree of
lateral thinking going on. We are good at entertaining tourists , we are pretty
crafty at spinning up wool, knitting jumpers and weaving. There is a bit of
lateral thinking going on in the industries, that service farms as well, for
instance, meat industry reorganisation. A good friend of mine in the Chatham
Islands once said, "We cannot farm tomorrow, using today's minds." That was a
good comment coming from the middle of a peat swamp. We have to get our minds
into a new gear backed by basics. The last time I heard Ron Trotter speak was
at the Town Hall in Christchurch four or five years ago at the World Beef
Breeding Conference where he gave a similar message, get out there and increase
production. We went out for our morning tea in the foyer and while standing
there talking suddenly someone sprang out of the auditorium, turned towards the
Avon river and walked through a plate glass window in his quest to get out there
and increase production.

What
are
we
doing?

Financiers' answers
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Stock and Station agent's answer
Gerald Weenink, Rural Finance Manager, Wrightson NHA Ltd

INTRODUCTION
We are inundated these days with commentary on the rural cris is and what to do
about it. What is needed is a fresh and constructive approach to the iss ue s .
am afraid many of you will not li ke what I have to say to you this afternoon,
because I belie ve there are some answers to the current situ ation, although they
are far from palatable. However, the sooner they are fac ed up to the better off
we will be. Today is not a time for pess imi sm and doom, i t is a time of
unparalleled opportunity and the right sort of atti t udes wi ll enable us to
capitalise on the situation .
Firstly, let me preface my remarks by establishing that t he rural se rv1c1 ng
industries , including our company are every bit as badly off as the farmer s .
This year our company faces a rationalistion or •erger wh ich will involve a
significant number of jobs in this industry. In addition this year our company
will make a trading loss for the first time in its 125 year history . Our bad
debts may run into millions, and yet we face these naive commentators who say ,
"The private sector must bear their share of the pain." Wh at absolute nonsense!
The facts are we are more than bearing this share .
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LIQUIDITY
Look at industry advances . Our industry liquidity is being stretched to the
absolute limit. Lamb and cattle proceeds are $450 million behind last year and
our advances are $100 million higher . This additional money has to be found on
the market and we all know the interest rates being paid.
SURVIVAL
Under this scenario , how does a rural serv1c1ng company move to protect its
position, establish short term survival and move towards longer term
profitability? The merger is an obvious step that is being taken. This
involves rationalising capital, reducing inputs and making capital and in puts
work more efficiently to get back to a profitable situation. In some areas this
may involve some reduction in services.
FINANCE
As far as finance is concerned, our survival depends entirely on tAe viability
of the farmers we are lending to. Our responsibility is to take whatever steps
are required to put viability back into these operations. To achieve thi s we
need to get back to some basic principals which have been largely i gnored by
many in the farming sector. The first is that all outgoings must be met from
existing income. It has become a tendency to borrow against equity to ma intain
farming practises and life-styles. This is no longer acceptable.
Over the last few years we have tended to focus our attention on farm
expenditure. We looked at certain levels of farm expenditure being appropriate,
or necessary, or desirable . However if we get back to basics, what is really
important is to measure gross farm income and ensure expenditur~ is matched to
this. This applies equally to businesses, farms or to private individuals. You
should only spend what you can earn.
It is also important in this context not to rely on budgeted income. Last year
was a classic example of how far astray a budget can be from the actual income
achieved. Once again it is a matter of getting back to first principal s . You
spend once the income is received rather than spending against anticipated
income.
POLICY
Our policies have been recast over the past few months to meet the current
economic environment. Great emphasis is being placed on ensuring survival by
containing farm expenditure within available income. These strategies will
undoubtedly keep many people in farming who would otherwise be forced off their
land.
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MANAGEMENT STYLE
What does this mean to the individual farmer? The first consideratio n is to
recognise that we are going through a permanent structural change and not a
short term price cycle . Let me emphasis that we are talking mainly about those
farmers with a liquidity or viability problem . Tfiese people wi ll in many cases
have to entirely change the management style they have us~ d in the past . Their
objectives wi 11 have to change . The primary objective for these farmers wi 11 be
to maximise tax paid profits - note that I said tax paid. It is ironic that the
farmers who are now in a strong position have been those who are prepared to pay
tax and put aside cash surpluses . Today these may be invested at high in terest
rates or even in the share market .
PLOUGHBACK
Many farmers have avoided paying tax by drawing out a minimum living allowance
from the farm and ploughing all surplus profits back into the property. This
appeared a valid strategy at the time but how much thought was given to the
return on this additional captial?
Under the new environment that we face this is no longer appropriate . The whole
thrust has to be on minimising inputs, maximis ing outputs and achieving the
highest levels of net profit possible. For many farmers this requires a
fundamental shift in their thinking. For those who are fortunate enough to
generate a surplus this may mean investing off farm.
MACHINERY
The most significant change in the style of management on many properties will
relate to the use of machinery. If there is one thread which runs through the
farmers who are in trouble on our books it is an obsession with buying and using
farm machinery. On a typical 5,000 stock unit property it is common to see the
latest 4-wheel drive tractor , motor bikes of t he 2, 3 and 4-wheel variety and
the inevitable utility or landrover to get into town. The use of thi s machinery
has of course meant the extensive cutting of tracks on hill country properties ,
as well as culverts, etc . This emphasis on farm machinery ias undoubtedly
created an easier working environment and life-style for a large number of
farmers. It certainly increases efficiency in the use of time . However , how is
that time put to increasing output and net profits? Unfortunately for many
operations in New Zeala nd the answer is to put machinery up on blocks, or sell
it, and get the hack out.
ZERO BUDGETING
Where farmers are in a precarious financial situation Ne are developing zero
budge ting techniques to help their position . This is a simple technique which
involves starting the budget with a clean slate and only building in those
expenditures which are absolutely necessary. For a typical pastoral farm,
animal health, wool packs and electricity are fundamental to the operation.
From this point on, almost all costs can be examined critically and in many
cases done away with entirely. Fertiliser can be eliminated in some cases and
feed costs reduced . Elimination of vehicles , repairs and maintenance , can have
a marked effect in many budget s . The overall result, of course , is a marked
reduction in inputs, usually a reduction in output , hut in many cases , the
ability to make ends meet and come out with a cash surplus, because that is
what it is all about.
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STRATEGIES FOR THE INDIVIDUAL FARMER
Firstly, do not confuse the broader issues fac ing the farming industry with yo ur
indivirlual case . If you have problems your total resources and efforts sho uld
be going into addressing your own situation. Do this in a positive way and you
might be surprised at the results. Do not be dragged down by the doom and gloom
that is being promulgated around you . Farmers ' marches and the political
ti rad es by your 1eaders against the government are vi ta 1 to bringing the p1i ght
of the rural industry to the attent ion of government . However, for the
ind i vidual , hot air does not pay the mortgages or put groceries on the table.
It is positive, individual act i on that is requ ired for solutions under today ' s
environment . Unfortunately many advocates of m;lita ncy have other motives in
mind . )ome are usiny it as a po litica l forum , others are trying to use a group
situation to camouflage their personal financial plight . Farmers should look
very closely at any advocates for militant act ion. It is particularly
concerning to see otherwise res pons i ~ 1e membe rs of the community advocating the
non - payment of mo rt gagee interest. Such coments are i rrespons i b1e and
unconstructive . It is vital teat the farming indust r y can continue to attract
good quality capital. If such events became a r eal ity the exit of capital from
the farming industry ~y fi nan cial institutions would be catastrophic.
INTERNATIONAL OVERVIEW
Tne other reasor. for focussing attention on your own situation rather than
trying to change t~e economic environment or government policies is that in
rea 1i ty farming a 11 over the wor 1d is being affected in the same way. It is not
just a vindictive Labour Government who is getting at us . I wi 11 j ust read some
extracts picked at random out of some overseas magazines to illustrate the case.

This one is dated 22 'lay 1986, in an American agricultural journal and it is
headed:
"La nd Price Collapse Forces Banks to Change Strategies" and the s ubh eading
is "The problems nm; besetting Australian farmers is serious enough but
nothing compared wi th the shake-out going on now in the grain belt of the
United States".
"Farmers in the United States are hurting badly. Not since the crisis of
the 1930 ' s has the 4merican farmers will to survive been subjected to such a
threat. Thro ugh the country si lo s and warehouses are bulging with their
surplus grain, meat and da i ry products . To add insult to injury the value
of the land they own and farm , their very birthrigh t, has come crashing
down around their heads." And so it goes on , an almost exact replica of
our situation .
The nex t one if from a Scotti sh magaz in e and it starts off:
"The staggering 50% tumb le in Scottish farm land prices has ended and no
devastating declines lie ahead, an Aberdeen conference was told yesterday ."
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The next one is from an IBM computer magazine :
"The 1970's food shortages by other countries enabled America n farm
producion to capitalise on droughts and usually poor harvests and a lack
of efficient production technology. This global crisis was a windfa ll
to American farmers who, in scrambling to meet the demand, drove up the
value of their own land and took on debt to fuel production. Inevitabl y
efficient production technology made its way around the world s haring the
wonders of hybridisation, fertilisation, pest control technology, so any
country can now grown its own supercrops. As a re sult the increasingly
high price of U.S. land became an obstacle for American fa rmers to compete
in the world market place. The bullish dollar heightened the cost of all
U.S. goods abroad and exacerbated the whole problem. Grim facts are now
emerging ."
Many more articles than these could be quoted. It is clear there are massive
production surpluses overhanging international agricultural markets. We now
have a situation where countries such as India, Thailand, the so called starving
countries, are producing grain surpluses . The only areas of the world with a
chronic food shortage situation are parts of Northern Africa. That is a problem
all on its own. It is now widely recognised that we are fa ci ng a long term
structural change rather than a price cycle . Those of us who recognise the
change and adapt will survive and prosper.
The only remedy for these production surpluses is to l ower inputs and produce
less. It is true on a global basis, it is also true for the individual farmer .
EXIT FROM FARMING
Our company has a firm policy to maintain our clients on the land wherever
practical . To date we have not been instrumental in initiating any mortgagee
sales and we have no more that 1 or 2 under consideration at this point. As
noted earlier the whole thrust of our efforts is to help our clients manage
their operations for survival. We have a field force of experienced field
officers which is unique among seasonal financiers in New Zeala nd. Their whole
purpose is to monitor and control farm finan ce for the benefit of our clients.
After t he me rger is completed this field force will be enlarged to cope with the
demands of the future. We believe most financiers invol ved in the rural sector
are facing the problems in a responsible manner. They are not necessarily
holding off from a rash of mortgagee sales but are considering each case on
commerical cr iteria. Some will have written debt off wi tho ut taking action.
Some may have been caught in the rapid downturn of the past two months in
capital stock and land prices, arising out of the low beef and lamb schedules .
This may have prevented them ta ki ng action to avoid what has now become a bad
debt. In the end it will be commercial reality which determines the outcome for
each individual. Certainly our company has no hesitation in taking action where
it believes this is in the interests of all parties involved.
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Many farmers must really seriously address this question of leaving the land.
Some will come out with equity - some will come out with very little at all . I
thin k it is important for farmers and their advisors to think past the point of
simply leaving the land and look more clos ely at the future. For those who stay
on the land with a heavy debt around their necks, the outlook is bleak - working
under financial and mental stress with very little reward for their efforts. It
is not necessarily a pot of gold at the end of the rainbow for those who can
survive this farming crisis . It is not the end of the world to leave farming
and take a job in the city. We have many, many clients and farm workers who
have done just that and never looked back. There was a classic case of a farmer
who received a great deal of publicity when he walked off his farm last year
only being able to take his personal effects . That ex-farmer is not in
Australia with his family working on a construction site and drawing down
$A40,000 p.a. If it clear the only solution is to leave farming, it is
important to think past the threshold of actually selling the farm or walking
off it and plan for the future . It is not the end of the road.

THE FUTURE
In my opening remarks I referred to a time of great opportunity. Interest rates
are falling , inflation is falling , the exchange rate may fall. For those
operators who are strong enough to expand, for farmers needing to expand to
ac com~odate sons, or fot· young farmers trying to get on the land for the first
time, it is best opportunity that has ever been presented. The investment
capital required to set up a farm in relation to income has never been cheaper.
Good ewes can be brought for $8 . The value of land is difficult to assess
because of a lack of sales. We understand there have only been 60 units sold
since last October. The be nchmark we use is twice gross revenue. At this level
the return on investment should underpin land values. For those who are bold
enough to capitalise on tod ay's si~uation it is an unparalleled opportunity.
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Rural Bank
R.J. Chappell, General Manager, Rural Banking and Finance Corporation .

The topic of this address is supposed to be. "What are we doing "? l•ell, you may
ask . Lately in Wellington we seem to have been attending an endless number of
meetings about a so-called farm package . I had some difficultl y in writing this
addres s , I did not know whether it was going to be out of date, or irrel eva nt
before I came here and I had to have it in by early June. You will have to
forgive me if what I am going to say is a bit bland, because I r eally did not
know what to say at that stage .
There is one thing , we should not rely on any of the so-called package s , whether
it is this one, or another one in three or six mo nths time , having any
significant effect on the farming sector at the moment. If we start from that
point, then we will be better able to make some of the hard decisions th at face
us.
The third thing is that I am very pleased Lo s ee such a wide representation of
women folk in this hall . I have addressed a federated farmers meeting every
fortnight up and down the count ry for the last three months . It has always been
an instruction of mine in accepting those invitations that an invitation i s
extended to the ladies . The difficulties th at we are fa cing today can on ly he
faced by both parties and that includes husband and wife .
Introduction
Farming and those organisations servici ng farming are now facing the greatest
challenge in the memory of those actively engaged in the industry . The Rural
Bank's major involvement in the primary sector is through its financial
investment both on farm and in the small servicing industries . The bank is
acutely aware of, and sensitive to , problems facing farmers and those servicing
them and the very real stress they and their families are facing due to their
industry's economic downturn. The obligations of the Bank must go beyond merely
protecting the Bank's assets . One of its objectives must be, wherever possible,
to assist the good competent farmer, who is taking as much revenue off the farm
as can reasonably be expected and is keeping the security ir. good heart , to
remain on the land .

42

Causes of Downturn
The 1985/86 agricultural year will be marked as a year of extraordinary declines
in farm incomes and in land and asset values. For many agricultural producers
and small servicing industries it will be a year of negative cash flows and an
inability to pay instalments on borrowed capital. Numerous factors have
contributed to the difficult situation with which the industry is now faced,
including;
changing Government agricultural policies;
a reduction in the value of agricultural produce due to the revaluation of
the New Zealand dollar since floating in relation to both the United States
and Australian dollars;
the failure of some processing industr.ies to modernise and introduce all
available new technology in the past decade coupled with a lack of product
development and strategic marketing;
expanded foreign agricultural capacity due to extensive subsidisation in
foreign countries;
high real interest rates;
a very high inflation rate compared with that of our main trading
partners;
abnormal weather patterns in some parts of the country; and
the extraordinary number of financial institutions and other agencies
involved in rural financing and the cost of this to the farmer.
Comment
Past downturns in farming were mainly cyclical. They usually corrected
themselves through better product prices and farmers producing more of the same
product to combat lower returns. Farmers and their advisers must stop thinking
that this current situation will correct itself through either of these two
mechanisms or through some form of blanket subsidy or subsidised loans.
Subsidies in these forms will continue to place a premium on ineffic iency. They
will inevitably provide more assistance than some require or deserve and less
assistance than others require or deserve. They confer a bonus on those who
need no assistance at all.
The current change in the structure of the farm economy is impacting most
severely on those whose level of overall performance in the management of their
business is below average. They are facing a rapid deterioration of their
financial base and o'erall economic position. However, the impact is also
severe on those farmers with only moderate debt and whose level of overall
perfor~ance in the management of their business is average or better .
\·in ile this may be stating the obviou s to the far1ning communi t y the majority of
peopl e outside the industry still see the farmer as someone who has a strong
asset backing th rou 9h the <a lue of his land and other assets and who is still
benefiting from substantial income levels, a view far from reality. I want to
ii lu st rate this throug h the use of two tables. Both are actual cases.
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Table I - Changed Values For Fann Land 1948-1986
N.B.:
( 1)

The area of land has not altered during the above period.
Improved farming methods have improved the asset value and productivity.
2 August 1948
Land (615 ha)
Stock
Plant

Assets
15,000
3,800
2,270
$21,070

Carrying 1130
50
Total
1830
(2)

Ewes and replacements
Breeding Cows and replacements
Stock Units

2 August 1972

Assets

Land (615 ha)
Stock
Plant

70,000
43,000
3,700
$116,700

Carrying 2100 Ewes and replacements
160 Breeding Cows and replacements
Total
3690 Stock Units
(3)

15 May 1981

Assets

Land (615 ha)
Stock
Plant

460,000
110, 000
10,000
$580,000

Carrying 2560
165
Total
4400
(4)

Ewes and replacements
Breeding Cows and replacements
Stock Units

1 June 1986

Assets

Land (615 ha)
Stock
Plant

250,000
65,000
5,000
$320,000

Carrying 2560 Ewes and replacements
165 Breeding Cows and replacements
Total
4400 Stock Units
(5)

Relationship of Values to Gross Fann Income (GFI)
Land
1948
1972
1983
1986

Land and Stock
3.3
2.7
6.0
3.0

t
t
t
t

mes
mes
mes
mes

GFI
GFI
GFI
GFI

4.2
4.3
7.5
4.0

t mes GFI
t mes GFI
t mes GFI
t mes GFI
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Table II -

Changed Income Levels

1984-85 and 1985-86
N. B.:

At 1 July 1984 the farm carried 3750 stock units made up of 2250
breeding ewes and 672 othe rs and 133 breeding cows and 63 others.
The stock numbers did not change.

Actual Income 1984-85

2086
434
69
25
2
22
1
14, 043

Lambs
Ewes
l4eaner Steers
Weaner He Hers
Heifers
Cows
Bull
Ki log rams of wool

at
at
at
at
at
at

$17 . 65
$10 . 32
$355.00
$198.00
$425.00
$360 . 00

at

$3 . 57

Gross Farm Income

36,820
4,480
24,500
4,950
850
7,920
855
50,120
$130, 495

Actual Income 1985-86

1785
40
460
61
32
24
13, 790

Fat Lambs
Dry Ewes
Cull Ewes
Weaner Steers
Weaner Heifers
Cull Cows
Kilograms of wool

at
at
at
at
at
at
at

$10. 00
$14. 50
$2 . 00
$250 . 00
$170. 00
$240. 00
$3. 11

Gross Farm Income

17,850
580
920
15,250
5,440
5, 760
42,960
$88, 760

The quite extensive drop in product prices and therefore in gross farm incomes
have brought su bstantial falls in farm profitability . This is made more serious
by substantial drops in asset values of land, stock and plant. The combination
of thes e factors ha s meant a very substant i al numbe r of farmers are left with a
negative cash flow and negative equity in thei r properties. This is pla cing
farmers and their families un de r very severe stress eit her through past
deci s ions or through conditions that they perceive to be beyond the ir contro l.
Thi s is generating a great deal of anxiety, depression and hostility in farming
co'llmunities.
Such s t re ss does not assit the farmer or family to focus on the issues involved
or to make rational de:isi ons which may enable them to restructure their
enterprise or farm their way through this difficu lt period. Fa rmers must seek
guidance from toei r financ ial adv is ers who can be of considerable assistance in
helping them and their families assess the ir situation and to look at realistic
options . It is 1n the area options and change that farmers may have the best
opportunity of working their way out of current di fficulti es .
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For a start, as an option, diversification can be dismissed as a solution for
the majority of farmers in financial difficulty as it is only from a stable and
very strong financial base that this is economically possible. Diversification
is usually capital intensive, especially in the establishment stages.
Assessing Assistance to Farmers and their Families
Farmers are either approaching the Bank themselves as a result of cash flow
difficulties or Bank staff are calling on farmers or the farmer and spouse are
being asked to call at the Bank as a result of arrears appearin g in their
accounts.
The basic principle of the Rural Bank in the assessment of what assistance can
or cannot be offered to farmers and their families is based on the precept of
retaining competent farmers as efficient producers in occupation and use of
their land, if at all possible. The Bank wants to ensure that after allowing
for all normal expenditure and providing for the maintenance of the farmer and
family in a reasonable standard of comfort that the farmer may reasonably be
expected to meet his liabilities either from income or perhaps in exceptional
cases by borrowing. In this assessment bank staff will examine the following;
the farmer's objectives
the farmer's cash flow
the farmer's spending pattern
the farmer's debt structure
the farmer's asset utilisation
the farmer's need for tied over loan assistance.
Famers' Objectives
The first step must be for farmers to have a clear and concise objective.
Farmers must clearly know what their objectives are when consulting their
financial adviser. Without having a clear perception of the objective the
adviser is hamstrung in his ability to advise and the farmer and family find it
difficult to focus on the issue and make decisions that wil l allow them to maet
their objective. If the objective is, "to continue to live on the property and
farm profitably", then subsequent decisions become much easier.
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Cash Flow
The second step clearly is a cash flow budget for it is this document that will
generate examination of other areas of the enterprise. This document must
detail for the farmer a full analysis of both income and expenditure based on
expected production levels . It should be compared with the actual result for
the year just past. It can only be drawn up with the farmer and his family.
Every income and expenditure item must be considered in detail with the
objective of minimising costs. Farmers this past year , when they realised that
income was likely to be down, cut out completely the use of fertiliser or
substantially reduced its use. They did so for three reasons. Firstly it was a
discretionary item, secondly it was large and thirdly no money had been spent on
it. The current adverse economic times however should generate a detailed
examination of all items of discretionary expenditure. This should not only
cover the major expenditure items such as permanent wages or fertiliser but
every single expenditure item. The only expenditure item that is fixed in a
budget is rates . Insurances, repairs and maintenance and all other items lend
themselves to review and for savings to be made. One to two hundred dollars
saved on every expenditure item can add up to thousands .
Spending Patterns
Once a cash flow for the year has been decided upon the next question that needs
to be examined is the pattern of expenditure . This involves projecting the cash
flow on a monthly basis and as far as possible shifting discretionary items of
expenditure until after income is received . This is particularly important if
you are operating the seasonal account in overdraft and paying 34 percent
interest on overdraft, as some farmers have been this past season.
Asset Utilisation
The fourth step must be an examination of the utilisation of both fixed and
liquid assets. For instance, should farmers retain valuable assets which are
not bringing in a return commensurate with the debt servicing cost of those
assets or should they realise their cash value in order to reduce their debt
obligations. Once again with some farmers paying interest rates of 34 percent
or more this becomes a valid question.
Debt Examination
The fifth step must be a thorough review of the overall debt situation and
options available to reduce the debt or reduce the servicing of the debt.
Questions that must be addressed relate to the extension of loan terms or even
the suspension of part or all principal repayments . Postponement, suspension
and capitalisation of interest may well be an option, depending on security and
profitability of the enterprise in the medium to longer term. Debt
restructuring therefore remains an option that may provide a solution.
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Ti ed Over Loans
Should , after examination of all the above opt ions the farme r still sho11 a
deficit in his operation, bank staff have discretion to bridge this gap with a
loan or suspension and capitalisation of interest. The criteria used in mak ing
this assessment are available security and the ability to cash flow prof itably
in the medium to longer term. In this context considerati on must be given to
the likely future level of interest rat~s. the value of the New Zeala nd dollar
against our overseas trading partners' currencies and the likely real increase
in product prices . In these uncertain tines all are difficult tc assess, yet an
attempt must be made to realistically assess these items if ma Aimum assi stance
is to be avai l able to marginal cases.
Summary
In summary the Bank's policy is to ensure that no competent farmer is forced to
se 11 through failure by the Bank to exp lore a 11 the options available. However,
whatever option or combination of options is deciJed upon assistance given by
the bank must provide positive benefits for the farmer. The Sank wou ld only be
deluding itself and the farmer if it was to try to bolster si tuations where even
with assistance farmers will not survive . The hard cold economic facts are that
a number of farmers and others in business will not survive the current economi c
restructuring .
However , notwithstanding the pain associated with change, farming has an
excellent long term fut ure . There is a great need , however, during this
restructur i ng phase, t o f urther deve l op, both on farm and in the servicing
industries , greater use of mo r e modern technical, f inancial , management
entrepreneurial and other skills to develop new products and intensify the
production of others. long term, thi s can only assist in imp roving and creating
a more business orientated future for farming.

Trading Bank
Peter King ,

~estpac

Banking Corporation, Nel son.

Explori ng th e ways fin anciers will dea l with the pres ent environment
they f i nd f arming in .
\"he n I p~t the fra ,,1ewod: c~ these no te s together 1 t 1•as st i 11 a little time to
t ~ls day.
1 thought hack to the 1984 budget and the provisions therein which
influenc d the fu ture for the farmer;
1ncreaseri rl1ra1

~a n k

interest rates

i 1r.reased on farm costs (fertil i ser , cartage, power, fu e l )
i ncreased off fa r~ costs ( import charges , i nspection fees)
th~ r ~noval

of SMP 1 s .

Si nce then farm incomes have been , or will be , furt her adversely affected by ;
a floating exchange rate mak i ng fo re cast i ng un r eli able
very high interest rates resulting in greatly inc r eased debt servicing
costs
co· tinu ing higr1 1nflat 1or wi th GST still t.o coroie
~rop~s•d cha nges on primary sector taxation
.i. •

~

...

ec'?'rt 11ea

.-m rk ~rs

stri kc .
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I remember our early meetings 18 months ago and how slow the farming commun ·it y
seemed to be reacting to the impending changes in relativities which were surely
going to occur . A good season in many districts delayed the gathering gloom but
quite suddenly in recent times the message has got through and we are al l aware
of the events of the past couple of months. I do sincerely believe that the
crunch for many farmers is looming faster now, certainly over th e next 2 - 4
months, as we establish your actual cash position at the end of this farming
season , then thread our way through the mayhem from which we are to crystallize
either a plan of survival or, regretably, one of the orderly withdrawal during
the next season.
We are to explore ways the financiers will deal with the present environment
they find farming in, but it is a very rapidly changing environment and the
problem is where to establish the bottom l i ne. The New Zea land Meat & 'loo l
Boards Economic Service recently said nett income per farm is 53% below the
previous years nett income level . It is also 58% below the previous years total
of real nett income and is the lowest recorded in over 25 years . The Prime
Minister was recently quoted as saying , "We have set in place certain changes
actually irreversable to give New Zealand the freedom to be successful or to be
done in the international market place. This is a process which you cannot
retreat from. Once that particular tiger has got out of the cage the cage
shrinks so that he can never be recontained."
After representing New Zealand at a recent Asian Development Ba nk meeting M.P.
De Cleene is reported as warning that, "The farming downturn is not temporary,
it is permanent and we have to adjust to it. Falls in farm land prices are only
a fraction of that to come, many farmers wi ll have to leave the land. Trade
wars between the EEC and the U.S. will see agricultural commodity price s decline
still further. Most Asian countries will be self sufficient in food soon."
It seems that unless there is a change of policy;
stock numbers will continue to fall
production levels will fall
farm investment will deteriorate
farm incomes will reduce further.
We are to explore the ways the financier s will deal with the environment they
find farming in. As Mr Neil Taylor of the Meat & Wool Board Economic Service
puts it, "Very soon the farming crisis wi 11 become a community crisis and
finally a crisis for the nation." It is inevitable that in the short run some
farmers will not survive and some lenders will incur considerable losses. Some
of our first difficulties are in the farm servicing sector.
Your will have all heard reports in the news media about a so called finance
coalition to approach farmer problems on a group basis. The role and purpose of
this group needs some clarification. It is not a holding of hands by the
financiers to protect each other and keep overall losses by institutions to a
minimum. Rather it is a genuine attempt by those financial institutions deeply
involved in our rural communities to set up a mechanism to avoid precipitate and
unnecessary mortgagee sales particularly after the end of the current farmi ng
financial year at June 30 . It also indicates a commitment to look at the medium
term commercial viability of farms when assessing the present situation. The
Bankers Association took the initiative and has been trying to reach a written
common understanding with other lenders such as the Rural Bank,

so
Trusteebanks , insurance companies , stock & station agents, building societies
and finance houses . At the time of going to print negotiations were still under
way. I should stress that a~y agreement is likely to leave individual
institutions free to move as they see fit . However, consultative conferences
should at least ensure that all lenders concerned meet with the farmer involved,
and discuss his situation before legal action is commenced.
This yedr the individual banks may reserve the right to call in outside
specialists in the form of either stock firm manager, farm accountant or the
services of MAF, or whoever, in order to help establish an accurate base of your
present position and help prepare a cash flow projection for the ensuing period.
If you are already in a hardcore debt position, in general terms income and
outgo will have to equa i each other in the coming year .
If yau have not alrea d~ es timated your end of the year position and prepared a
f irs t c lass cash flow forecast for 1986/87 I sugges t you do so i rr.'Tiediately e ven
if yo u th ink you do no t need i t your bank will almost certainly insist if you
wis h t.o borrovi any mon ey from them.
Remember the ban k manager has lending priorities and guidelines in which to
oper ctte . For hi'TI t o become conditioned to what you want the proposal must be
consi stent in the count ry's interest , as well as in your interest, for him to do
so.
For me , before security, in fact before anything else , the most imp.ortant factor
is character , reliability and trust . How is your communication process? Do you
consult regularly with your banker? What does the bank record show of you? As
soon as a letter goes on file it stays there. Remember many bank managers have
attended seminars on the study of people, on pyschiatry on body language, etc.
Complete honesty for me always comes first.
\·Jhat are yo u doing to ,:repare for your application? How is your borrowing
record? When a banker makes a commitment hE sticks to it. Do you? The bank
will look at your family history, collateral, what business you have contributed
to the bank in the past. Have you used its other services - share registry,
APS, savings bank, insurance products, off season fixed deposits. The bank
cannot lend unless it gets its deposits. We are here to help each othe r
survive.

Even today many requests are still poorly researched. Shearing wages are left
off cash flows. The farmer is often still not in touch with the effects of
inflation on his operation. Balance sheets and cash flows frequently arrive too
late to be of any use. I am sorry I am preaching to the converted . Those
farmers currently sitting at their kitchen tables showing stress symptoms are
the ones who need the experience of this seminar.
We are facing a bleak outlook in the rural sector at present and it may well be
some time before the position improves. There is a concept that traditionally
fa~mers 1n t he past orly looked to their accountants to keep the tax man off
their back s . ,any operated their businesses solely with the object of ensuring
that they pdid little or no tax . Many in fact. farmed tne various incentive
schemes tba t successi ve governme nts have made available to the industry.
Whe th er or not you a cc ~p t t~is view is now i;nmate ria1 and is part of the pa s t.
Tfi e fi rst requife01en t to1 ay is to survive in business and to do so you will need
t o be super-efficien t . At all costs the client must protect his cash flow.
There 1 s little r eal apµreciation on the part of the urban convnunity to

the plight of the farmer, therefore everyone must look after oneself. The banks
have been deeply involved in the development of the rural community since the
184D's and we are here to continue that association and to help develop a leaner
more efficient rural productive sector in the future.
Financiers Panel Discuss ion
C011111ent: There is considerable concern expressed about the idea of having to
cut back production because of the cost of restarting that production .
Geral d Weeni nk: It is really a question of assessing what your production is in
relation to the inputs you are putting in to the business . What we are saying
is that in New Zealand pastoral agriculture, the inputs have been excessive in
relation to the productions coming out. To get to a situation of nett
profitability you have to lower the inputs. What I am talking about is pitching
the expenses of inputs at a level where you can make a nett profit.
Question:

What are the implications of fewer farmers .

Peter King : Everyone would like it answered but nobody can give the an swer. It
is a political question . At the present time we are talking in terms of
survival and as far as a policy for the future . I am afraid that it is outside
the realms of financiers' policy.
Ray Chappe l l : I am a bit more optimistic than that, I do not see large numbers
of farmers having to leave the farm land. Secondly, no banker wants to own farm
land, it is a bad business for a banker. I am keener to see more confidence
coming back into the industry. The number of forced sales of farm land are very
few. Everyone is tending to hold off from buying. Young farmers that have
money are tending to hold back. Farmers who could well afford to purchase
additional land and are planning to purchase additional land are holding back in
the belief that even lower land prices will prevail . I would dispute the
prospect of lower prices . I think that land values or asset values have
bottomed .
I think that there is room for more optimism in the future and I would like to
think that young farmers and those farmers that are planning to purchase more
land would enter into it . We have found in the dairy industry this year, that
the level of settlements by young farmers going into share farming is not much
below what it was in previous years. This would lead me to believe that there
are a number of peop l e who thi nk t hat farming has a good future.
Geral d Weeni nk: I take issue of that comment . The fact , as I mentioned before
that there have only been 60 farms sold is a clear ind i cation that all
financiers are seriously addressing this question . They are not putting people
off the land . I think all financiers now are financing people with negative
equ ities and that is a fair indication of the sort of responsibility i n carrying
out their job .

''Broad''
•
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" Broad Views "
Ralph Lattimore, Reader in Agricultural Economics, Lincoln College

INTRODUCTION
It is indeed a great pity that Mr Harry Broad is unable to take his place in
these proceedings. Harry has a remarkable set of gifts which enable him to
penetrate the layers of 'officialdom', to spell out the 'euphenisms' and to do
it in a witty, clear and concise manner. But Harry too has a human side , and
Govenment really came under fire when the December 1985 'farm package' suggested
changing tax regulations that affected his own deer farming venture. Then he
really let loose and the phrase 'Stalini sts of the Treasury' was born.
I will not attempt to compete with Harry in this area but rather to provide a
snapshot of where agriculture has come from and where it is likely to be
heading.
WORLD AGRICULTURAL MARKETS
In the early 1980's, world agricultural prices declined almost across the board.
This is a phenomenon which all experienced agriculturalists come to expect from
time to time. It has happened many times before as Chart 1 shows and it will
happen on at least two more occasions before the end of this centu ry. The
markets always recover.
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There have been a number of exceptions to this general price decline since 1984
and farmers are paying increased attention to those areas including wool, some
horticultural products and selected crops like peas and wheat.
ECONOMIC POLICY
Farmers have always been aware that all forms of Government policy and
intervention affect them in one way or another. Furthermore, they are aware
that the most important policies affecting the viability of farming are not
agricultural policies per se, but policy interventions outside agriculture. The
real problem we face is convincing those outside the sector to face up to the
harsh realities.
There is no 'free lunch' when it comes to protection and subsidisation in the
primary or manufacturing sector. Our scarce resources cannot be efficiently
allocated by the private sector unless policies are neutral. Import protection
is principally a tax on exporters rather than a subsidy to local industry.
Research at Lincoln College supports the Treasury contention that import
protection results in a cost excess of 20 per cent on all exporters, farming,
forestry, fishing and manufacturing alike. The Government had eroded this
figure during 1985 but increasing protection for the petroleum products industry
has tended to nullify the gains made.
Real advances have been made in de-regulating the financial sector but the
timing of those policy changes in conjunction with monetary and fiscal policy
has produced some short term problems for the primary and manufacturing sectors
in two ways. Firstly the exchange rate has tended to overshoot since
devaluation. This is shown in Chart 2 by the real exchange rate, ie. the ratio
of domestic costs to international prices. As you can see, the effects of the
nominal 20 per cent devaluation were completely eroded by September 1985 through
exchange rate appreciation and an increasing current account deficit in the
balance of payments. The second effect was on rural land prices and the
debt/equity problems that ensued.
Taken together, the world market environment and the policy environment have
conspired to produce an extremely difficult working environment for farmers in
1986/87. This is illustrated by the graph from the NZ Meat and Wool Board's
Economic Service, Chart 3.
In spite of, and somewhat perversely because of, the difficult current situation
the outlook is promising. However, given the time for markets and policies,
overseas and at home, to adjust the outlook is more promising in the medium
term.
The increased agricultural trade protectionism of the last decade is having
serious effects not only on Australia and New Zealand but also on a very large
grouping of less developed countries including most of South America and Africa.
There is increasing recognition that huge outstanding foreign debts and
international relations generally, are threatened unless freer trade in
agricultural products can be negiotiated in the forthcoming GATT round.
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Production subsidies and agricultural trade barriers are also taking their toll
on Government budgets in Western Europe, North America and in Asia and national
Governments are beginning to take corrective action to reduce surpluses and
stock levels.
Gradually these actions will augment market adjustment to
normalise world agricultural markets in an otherwise buoyant world economic
environment.
It is also reasonable to expect market corrections in New Zealand itself.
Overshooting floating exchange rates tend to correct themselves without
Government intervention. In fact they tend to correct themselves by
overshooting in the opposite direction.
The increasing current account deficit in the balance of payments may invoke
Govenment policy action. Ministers appear to recognise that industry policies
remain unbalanced. In recent months they appear to be picking winners in the
non-traditional export industries like finance and tourism to forestall
implementing a neutral commercial operating environment. There is little
likelihood that such an approach will succeed. From that standpoint we will get
'neutrality' in due course or we will get export sector compensation. That is
reassuring but it is also frightening because the old process of trying to have
'two wrongs make a right' has caused so many bad side effects of its own in the
past.
Whatever the path that markets and Govenment take, the vast mojority of farm
families will survive the adjustment. The farm sector is very resilient from a
commercial and a social standpoint. That does not mean the choices will be easy
over the next year - they will not. The allied industries too increasingly
recognise that the burden has to be shared : there are simp ly too many farm loans
involved and their total value is too big for alternative action to proceed .
REFERENCE
Rayner, A.C. and R.G. Lattimore (1986), "The Timing and
Sequencing of a Trade Liberalisation Policy: The Case
of New Zealand", World Bank, Washington DC,
forthcoming.
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But looking ahead positively
Pita Alexander , Chartered Accountant, Christchurch .

There are five of Murphy's Business Laws quite appropr i ate for the present
farming scene . :
a)

I know him well enough to borrow from but not to lend to,

b)

in any hierarchy each individual rises to hi s own level of incompetence
and then remains there,

c)

Murphy's golden rule - whoever has the gold makes the rules,

d)

an economist is an individual who , when he finds something that works in
practice, wonders whether it will work in theory,

e)

if you want to own a small business buy a big one - and wait.

Be intent to concentrate on the 'micro ' issues, that is inside the farm gate.
'Macro' issues outside the farm gate are equally important but the first step
for an individual farmer in the short term is t o concentrate all of his
resources where he has decision-making power that will either increase cash
income, decrease cash expenditure or a combination of both. With a few notable
exceptions this I find is always inside the farm gate . A characteristic of
farmers in my top 10% group is that they have their own backyard really up and
running financially before they venture far outside the gate. Many of our best
farmers are inconspicuous because they choose not to venture far once they break
through into the strong profitab i lity puzzle .

There will be a number of farmers who simply will not survive the present scene.
What are some of the characteristics of this group?
a)

There has been a pattern of working capital problems over a period of
years.

b)

There has been a pattern of poor profitability over a period of years.

c)

There has been financial pressures and problems for the last five years,
not only over the last twelve months.

d)

Climatic problems have tended to centre on their property.

e)

Interest payments have exceeded 26% of gross farm income for a number of
years.

f)

Personal expenditure has exceeded 46% of net income more often than not.

g)

There is a tendency for insufficient scale.

h)

There i s always a number of hire purchase type contracts or similar
financing arangements in existence.

i)

Even in good climatic years the base production figures, either on a
per head or per hectare basis, are fair only. Almost invariably the
basics are not being well done.

j)

There tends to be no overall financial plan because fighting is always
from ditch to ditch and because of preoccupation with putting out small
fires somewhere .

k)

Tendency for key farm management actions being done late, often the same
management and financial mistakes .

1)

Their seasonal financiers and advisers seem to be getting more difficult.

m)

Last but no least, quite a few in the non-survival group have had genuine
bad luck in a number of ways which can happen in any commercial venture.
We should be under no illusions that the present scene will only force
out the inefficient farmers. A number of the heavily indebted, young,
aggresive, innovative farmers will also not survive.

This whole non-survival issue is a subject on its own.
farmers who want to survive:
1)

Let us though talk about

You must harden that mental attitude. Until that happens you will not
cope correctly with many of the management and financial issues you will
be faced with. There is nothing wrong with a mild panic. You must
develop the will to survive and survive well. Different individuals will
achieve this in di fferent ways and will demonstrate it differently. Each
of you will know deep down whether you have it or not. It is certainly
true tha when the going gets tough the tough do get going. To be in
the top group a farmer needs to be a little aggressive, a little
innovative, a little optimistic and take some calculated risks.
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2)

If you have not already done so, crystallise on paper your present
financial and working capital position for the season just ended. Do
not deliberately push this aside or defer it for any reason. Certainly
the figures may be unsatisfactory but you will find once you have done
this there will be some mental relief. You cannot plan forward sensibly
until you know what the present position is . It i s very disappointing
just how reluctant farmers are to concentrate on this area particularly,
as probably nothing else· is as important at the present time. Be
aware of your actual key benchmark figures for the season just about to
end consideri ng:
Lambing %
Total wool weights
Average wool price
Average crop yields
Average crop prices
Total Farm Income
Total working expenses
Relationship of working expenses to gross income
Key debt servicing relationships
Personal expenditure
Deterioration or improvement in net working capital position

3)

Again if you have not already done so, crystallise your next year's
cash income and cash expenses on paper. It may not be easy and there
may be some real guesstimates in some areas . The key point though is
that you must start somewhere and you can then modify the estimates as
you give them more thought and more information comes to hand. You will
find, even though there may be a substantial initial deficit, that again
some mental relief will come from fronting up to this issue . You cannot
begin to tackle the budget deficit until a picture is framed up .

4)

I am taking the view you must balance next year's cash income
expenditure at any cost, very easy to say but sometimes very very
difficult to do, in some cases downright impossible. Put it aside for
a few days, or a few weeks if necessary, to think through ways of
balancing it. For most typical New Zealand family farms a $10,000 $15,000 initial budgeting deficit can be balanced if the "will" is
present, above this probably not. Even if balancing it sensibly is
absolutely impossible then concentrate on minimising the projected
deficit . I accept that many budgets are going to be very short term in
a number of areas, the deferred maintenance costs several years out are
going to be horrendous in many cases . The key problem area for the year
to end 30 June 1986 in most cases was lack of gross income and this
looks the key issue going forward . Many farmers have a good grip on
their expenses because it is within their discretion and control. As a
result , for individual farmers the overseas exchange rate is more
important than interest rates . I have prepared (in the appendix) a
detailed check list of points/ideas/comments to assist farmers in
balancing the cash income and cash expenditure for the coming season.
Even if you feel you have covered everything run your eye through the
list. If you score 75% or more you can relax for the rest of the
evening , if you score below 40% then your seasonal financiers have more
of a problem than they first thought .
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S)

There are two types
response to financia l pain, negative pain reaction
and positive pain reaction . The former you accept or absorb because your
response, for whatever reason , is wrong. The latter you react to and t r y
and do something about. It all gets back to whether you have the will
to cope and survive . Share your pain and your problems with wives,
family, advisers and involved third parties. Communicate early,
communicate frankly, communicate your feelings as well as the facts .
Once the going gets difficult an individual's attitude to the facts is
often more important than the facts themselves . Problems shared are
sometimes problems halved and very often the problem once on the ground
does not look so formidable. The worst problems are those that never
leave the recesses of farmers ' minds. The importance of farmers' wives
in the present scenario cannot be over-emphasised. Many rural wives
are carrying an enormous strain at present and in my office I find again
and again that their decision-making ability is invariably good . My
own wife knows nothing about my practice but her high, sound hite rate on
any problem I bring home and discuss with her always frustrates me .

6)

Seek top advice, this cannot be overstated. Let a suitably qualified
third party view your present financial position, your budget, your f orward
plans, your key problems. Have this done early on . Keep an open mind
and remember others have the same problems and are trying to cope with them
just like you. Mix with farm discussion groups and the like to see what
others are doing . The New Zealand farm and farming problems are worldwide . I do not notice any other country handling the issues any better
than we are so far.
Do not linger long with friends, neighbours and locals who are known to
be pess imistic and like to talk about it. Do not get yourself in the
bottom 25% group, fight to get out of this group. There is an enormous
amount of practical brain power and experience in MAF, Rural Bank,
stock firms, banks, private consultants and the like. Do not kick at
these organisation and individuals in frustration. Rather tap into the
right individual at the right place at the right time. Build up a list
of people you want to be able to get at who you trust and respect and
who can help you run your business better.

7)

The three critical areas going forward are going to be cash management,
cash management and cash management . You should be monitoring your
cash position at the end of every month . Farm management cash books
completed by husband and wife are excellent monitoring tools. There is
no better therapy for cash control than having a list out the cheques
you wrote out in the previous month . Nothing succeeds like something
you have done your homework on. The cash budget may have been put
together with assistance from several parties but the responsibility
is yours. While climate, overseas prices, inflation and people over whom
you have no control can kick the figures around awfully, I guarantee that
any success it does have in predicting the future will be in direct
proportion to your input, confidence , determination and discipline in
putting it together , reviewing it and following it through. Even the
largest companies in the country do not have enough money to do everything
they would like to do and work on all sorts of tight, disc i plined
budgetary arrangements. A farmer with a high personal expenditure and
low profitability is a disaster going somewhere to happen. This is a
subject all on its own and suffice to say that the personal expenditure

and its control is more important in farming than probably any other
commercial New Zealand business, if only because of the low average
profitability. Start thinking of costs other than in cash terms, relate
them to your own terms of exchange. For example, every time you fill
your old Valiant car with petrol it would cost you between 6 to 7 lambs,
every time you purchase a side of hogget it is costing you at leas t one
lamb, every time you incur a further $1,000 cash deficit the interest
cost each year on that deficit is approximately 1 tonne of wheat or 1/2
a bale of wool or one calf. Costs take on a new dimension when looked
upon in this light. It is not that this is a novel way of looking at it,
this is the reality of it .
8)

I suggest you do not try and look beyond the next twelve months. The
short term nature of much of the budgeting at present going on means
there are going to be so many bridges to cross. We simply cannot cross
them too far in advance. I am not suggesting though you spend any more
time than is necessary on autopsies. Keep making decisions and keep
moving forward. Encourage your advisers to help you plan forward.
Certainly detailed post mortems are necessary to establish what went
wrong but they are only any use if you change some future plan or
action as a direct result.

9)

It is a time to stick to the 'knitting'. Diversification is a fashionable word, but the extra capital invariably required, the time-lag and
the extra expertise required simply do not fit for the great majority
of farmers. If, however, your property has some natural advantage or
you have some particular expertise then by all means capitalise on
these as best you can. It is a time though to concentrate on the
basics. Have a simple plan that is readily identifiable, that is
achievable and does not require you every hour of the day and can be
measured and reviewed. Planning and work are the key ingredients to
achieving results. Profitability has a few more ingredients. There is
a very good saying that output is vanity and profit is sanity. The time
to tighten up expenditu r e is not when the account is in the drawer
because many farm expenses are incured on the phone and the farmer then
spends months paying for them. Zero based budgeting has some place on some
farms today. This is a concept where one sta rts with each part of each
individual expense and makes sure each cost returns a tangible benefit.
It is time-consuming but some interesting answers get turned over in many
cases. Tradition is a guide only when looking forward. Remember though
you cannot plough a paddock by turning it over in your mind.

10) Do not keep asking whose fault all this is. The more pertinent question
is, what are you doing about it? Do not get hung up about the livestock
standard value tax and GST. Both are going to be a nuisance to you but
marked out of ten points they would not, for many farmers, add up to
more than half a point even combined relative to your other potential
problems. The other 9t points are taken up with working capital and
lack of profitability. Personal discipline, like personal ability, is
they key to the puzzle. The discipline to cu t your cloth, live within
your means, concentrate your energies always on the main event. Get
your priorities right, stick to the knitting, wear blinkers going around
the farm, maintain pride in your actions despite stress and strain. Have
the ability to communicate what is never quite good news. Last but not
least the ability to say, "No".
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Do not make major management changes without running them past your
advisers unless you are very sure of yourself. Historically I have
been against clients reducing their breeding ewe numbers unless there
is a very clear alternative, and the comment is still valid today.
Whether you stay farming or sell out at some point you will find the
approach of digging in now along the lines I have suggested will still
place you in the best, or least worst, financial position whichever
path you ultimately chqose. Your equity is very very important but in
the short term your viability is even more so. The main event of the
next twelve months looks as if it is going to be your viability. Work
within this framework and treat any 'natural' improvement and/or
'mysti cal ' Government package as a bonus. Work, though, within the
framework you already have and know.
11)

Finally do not lose your sense of humour . If ever there is a time it
will be '"'orth it's weight in go.ld, the next twelve months could be it.
Develop a balance of work and play. I preach this but have not
managed it myse lf. Just as confidence comes from success, a sense of
humour has a key role in times of pain and failure. I find the
greatest joys and the greatest frustrations are dealing with people,
both ends of the satisfaction spectrum. I am determined to assist
those of my clients who have the will to get through the next twelve
months , come what may. I suggest you remember that success is not
final and failure is not fatal .
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Appendix
Your Farm Survival Check-List
I am taking the view that you must balance next year's cash income and cas h
expenditure at any cost.
Here is a detailed check-list of questions, points, ideas and comments to assist
you in balancing the budget for the coming season.
If you score 75% or better, you can relax for the rest of the evening. If you
score below 40%, your seasonal lenders have more of a problem than they first
thought!
Tick each question if you have genuinely already thought of or actioned it, or
if it is not relevant.
1.

Have you established whether your true working capital position has
improved or deteriorated for the year just about to end and by how much?

2.

Have you prepared a budget for the coming season ?

3.

Have you had a discussion with your seasonal financer over the past three
months?

4.

Does your wife really know your true position?

5.

Has an independent party looked at your next season's budget and / or pla ns
and/or thoughts?

6.

Consider stopping all regular payments to savings accounts and t he like.

7.

Do you have a personal bank account which is reimbursed monthly from the
main farm trading account with a pre-fixed amount?

8.

Close rarely-used savings and deposit acco11nts and transfer funds back to
main farm account.

9.

Look at deferring life assurance premiums for a year (perhaps premiums
paid from surrender value).

10. Borrow on life assurance policies.

11. Are your present life assurance premium payments appropriate for your

financial position?
12. Have you looked carefully at your farm insurance payments over the past
12 months?

13. What about accepting a $500 excess on all farm assets for insurance
payments in event of a claim?

14. Is your personal car running under control?
15. Is your personal expenditure appropriate for your financial position,
i.e. drum tight?
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16. Have, or are, you being honest and frank with your family and seasonal
financers about current and future seasons' financial picture?
17. Are you operating a cash book of some kind or comparing budget figures
with actual figures on a monthly basis?
18. Are you looking at costs on a zero-based budgeting approach, i.e. every
cost must vindicate itself?
19. Could you alter your flock or herd age structure with a view to extending
by one year?
20. Do you have a sufficiently open mind to expand your operation, even in the
current scene, if a sensible, practical opportunity presented itself, i.e.
leasing more land?
21. Are you buying meat?
22. Would you consider replacing the motor and perhaps the transmission in
your tractor rather than replacing the whole tractor?
23. Are you seeking top advice, if not regularly, then every time it is
necessary?
24. Are you hard-surfacing all wearing parts to prolong working life, such as
grubber points/drill points, etc?
25. Are you using soil tests?
26. If quality is good are you saving some of your own seed with an injection
of new seed from time to time, or exchanging seed with a neighbour?
27. Can you calculate, within several minutes, the approximate clearing sale
value of all your farm vehicles and plant? Is the figure within $10,000
of what you thought?
28. Are you sharing plant, resources, labour, expertise, with neighbours or
suitable local farmers? If not, is there a good reason?
29. Is reducing capital stock numbers sometimes better than working ground
for winter feed?
30. Are you tending to buy and sell stock in the same market as to timing?
31. Have you disposed of surplus plant?
32. Are you avoiding carrying forward excess stock of stockfood, fencing
equipment, fuel, timber?
33. Are you taking off one day a week?
34. Do you have at least one serious or absorbing hobby or off-farm interest?
35. Are you achieving above-average per head or per hectare performance as
compared with other local farmers?
36. Is your wife better with cash than you?

37. Have you tackled the Rural Bank and/or other mortgagees about deferring
loan principal payments or manipulating interest payments ?
38. Are you keeping clear of hire purchase-type loans or contracts?
39. Have all, or non-critical development and/or capital-type payments, been
either cancelled or deferred on your coming season's budget?
40. Are you constructively discussing or will discuss, with neightbours and/or
suitable local farmers, the concept of working in together re sharing
plant, labour, shearing, crutching, haymaking, harvesting, lambing, bulk
purchasing. etc?
41. Are you still taking off some time with family?
42. Are you not too proud to accept that offer of financial assistance from
in-laws and/or parents or grandparents?
43. Sell some land if appropriate?
44. Are you still attending seminars, field days, farm discussion groups?
45. Why not consider asking your freight company to tender for you work?
46. Apart from a budget, do you have other strategies/plans for survival contingency plans, back-up actions, last-resort cash actions, etc?
47. Are you really conscious of the farm costs incurred on the phone, often
within 30 seconds? Are you allowing a pregnant pause and thinking
about this every time you lift the phone?
48. Are you really aware that every time you spend about 1! to 2 hours
in the car or utility or Landrover you have spent the sale proceeds of
one lamb on fuel alone? If repairs and maintenance and depreciation are
taken into account, the time would come down on average to about 45
minutes.
49. Have you considered refinancing your hire purchase type contracts?
50. Do you appreciate that your next season's budget may balance but, because
of a much higher starting overdraft, your peak overdraft requirement
may be much higher than the peak figure over the past 12 months?
51. Do you still have any off-farm assets that could be realised reasonably
readily?
52. Are you certain there is nothing you can do to spread your income more
advantageously?
53. Are you consistently analysing your stock-killing sheets to optimise
your drafting techniques?
54. Weed and pest control is now the largest single expense with cropping
farmers by quite some way. Is this expense receiving the attention it
deserves in your situation?
55. Are you looking at contracting as many crops as possible with stipulations
as to price and payment dates?
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56. Are you renting out that surplus cottage?
57. Outside of the New Zealand exchange rate steadily rising, working costs
will be the next most important problem in most cases. Are you
systematically looking at current costs being charged to you compared
with the past 12 months and querying anything necessary?
58. Old ewes are cheaper than dog biscuits (watch hydatids risk).
critical , I know , but are you covering this point?
59. Do not keep any more ewe lambs than you need.
this area and doing a smaller number better.

Dogs are

Consider pulling back in

60. If you have a cracking good farmer nearby, do you know why he is doing
better than you with production and profitability? Eat whatever humble
pie is necessary. Look upon better profitability as helping the whole
family.
61 . Do not back off borrowing from wife and children if your farm and working
capital is at risk.
62 . Consider slowing down pasture renewal and crop rotation - may be two
crops from the same paddock saving permanent pasture seed cost.
63. Despite the pressures, are you treating your own and your wife's health
with the respect it deserves?
64. If you are not having any outside farming contact, join a discussion group
or develop one.
65. Are you doing the basics well and is your coming season's farm management
plan as sensible as is reasonably possible? Could you explain it
comprehensivly in three to five minutes to another competent farmer?
66. The diversification you are lookir.g at: is it going to subsidise your
present farming operation or be subsidised by it? Would a suitably
qualified, independent party go along with it?
67. Are you clear in your own mind that you would sell out, or not sell out,
as the case may be, if and when possible, regardless of the outcome of
the next 12 months?
68. Can you really afford any school fees you are paying?
69. Has your personal expenditure exclusive of school fees, life assurance
and income taxes been on average within 46% of your net farm profit for
the past five years?
70. Are you and your wife absolutely certain your personal expenditure is
running at a level in proportion to your net income?
71. Are you exploiting any special talents you have for off-farm earnings?
72. Is your wife exploiting any special talents she has for off-farm earnings?
73. Do you consciously think of a contractor versus your own plant before any
major plant operation or activity on-farm?
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74. Do you have a look around your own back-yard regarding the possibility
of selling anything surplus by a private entry at a local clearing sale?
75. Are you consciously supporting all, and any, established, successful
co-operative type ventures in your area relative to your farm and business?
76. Cancel any non-essential publications, journals, magazines advising how
the other half live and in which you and your wife are not deeply
interested.
77. Is your vegetable garden productive?
78. Wheels are "trickle cheque books". Park them up if possible.
wheels you have absolutely essential?

Are all the

79. Have you discussed your animal health programe with your veterinarian
over the past 12 months?
80. Are you meeting the market when stock or produce is ready? With your
overdraft interest rate at 20% plus, your marketing information would
need to be very good to compete with this cost.
81. With your current account interest rates so high, what have you done
about looking at bringing some income forward, pushing expense back,
deferring some payments, obtaining interim income payments? Look coldbloodedly at your estimated cash flow,
82 . Are you receiving the Family Care Benefit?
83. If the Family Care Benefit renewal was declined, are you sure it is right?
On the basis of 1985 actual results, you may not be eligible but, as from
1/7/85, many farmers are eligible, so re-examine.
84. Look at selling any farm timber.
85. Contracting work for your neighbour or neighbours.
86. Do not strain your farm and family situation by trying to keep a son/
daughter employed at home if you simply cannot manage it. Your family
will relate to this.
87. Spend time with those farmers who are handling the "WX Lamb" aspect
better than you.
88. Are you keeping certain crop lines separate on quality, e.g. wheat and
peas?
89. Are you assessing delayed sale of crop and stock as to premiums against
current account interest costs?
90. Have you looked at the pros and cons of doing your own dipping?
91. Partially doing your own shearing with a neighbour's help may not be
feasible, but what about negotiating some other arrangement with your
shearing contractors - using yourself, family and neighbours more?
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92. Consolidation is easy to say; many of my own clients are finding it very
difficult. If possible, and feasible, walk more and think more about
the effectiveness of your every-day actions.
93. Are you regularly asking yourself the "what if" question - i.e., "What
if I didn't do this or buy that, would anything detrimental happen to
cash income, farm profit or family"?
94. Can you do some of your own minor contracting jobs - ditch cleaning,
hedge trimming - or even defer for a year? The tr~e opportunity cost
of your time may be unsatisfactorily low over the next 12 months in this
forced rationalisation/consolidation phase.
95. Could you and a suitable neighbour, or nearby farmer, share a permanent
labour unit?
96. It often surprises me how much difference there is between clients'
telephone and tolls and electricity costs. Telephone costs don't always
save vehicle costs; often they are both high. Are you on top of these
two costs areas?
97. Is your accountant/consultant always telling you your vehicle expenses
and fuel costs are high relative to your scale of operation and income ?
Have you done anything about it, other than record the message ?
98. Do you negotiate the price or service before rather than after delivery
or action, as the case may be? Negotiation after the event is
unsatisfactory for all concerned .
99. Do you accept that marking time has a place for you as does working for
someone else, if it will make possible your long-term goals?
100. Forget the "It's deductible" trap . Before it's deductible it is a
cash payment. Be very very careful before you spend $100 to save $33 of
tax.
101. Despite your pain, are you keeping yourself positive and constructive in
what you do, think and say? If you don't, you are making it much more
difficult for those down the chain to help, advise and support you, e. g.,
wife, children, employees, advisers, seasonal financers, neighbours and
friends.
102. Do not lose sight of the little things - claim your discounts, insurance
credits, skin sales, various rebates, catchment board subsidies, vehicle
reimbursement, and the like.
103. Do you know instinctively your weak areas in management and finance?
Are you taking steps to plug these gaps?
104. Are you spending more thought time looking forward as opposed to
looking back?
105. Have your wife and family had a holiday off-farm in the past 12 months?
106. Do you run your farm , act and make decisions on your gut instincts? In
practice, ma ny people find these sorts of instincts seldom let them down if you are one of the lucky ones use them.
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107. Do you lock in a good return? Don't be afraid to leave someth ing for
the next man - don't be unduly greedy. Often this is a form of gambling.
108. Concentrate on your viability rather than on your now much lower equity.
At best, the two run in tandem - over the former you have some discretion,
over the latter you haven't.
109, Do you front up to a major problem early on? Everybody else involved
wants time to mull over the issue. Everybody hates making key decisions
on cold data, i.e. overnight.
110. Are you a good letter writer/note writer - an attribute worth developing
in these times?
111. Do you spend in autumn rather than spring?
know how much cash you haven't got.

In autumn, at least, you will

112. How much personal, managerial and financial discipline have you really
had to demonstrate over the past 10 years? If you have had some natural
or forced practice, the apprenticeship will be worth its weight in gold.
113. You may be the main technical brains and brawn but your key adviser,
supporter, confidant, workmate and fellow mortgagor sits on the other
side of yo~r kitchen table. Are you absolutely certain you are sharing
the facts, the stresses, the problems, the joys, the forward plans, the
job satisfacti'()n? Nothing succeeds like something you are both corrunitted
to and have both done your homework on.

Review
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Review
Professor Bruce Ross, Principal , Lincoln College .

There have been eleven very stimulating papers today, not all enjoyable as such
for their message. but stimulating and varied. I would like to make some
comments on how we arrived at the situation we are in and where we go from here
on a macro basis and on a micro basis. Pita Alexander was talking about the
micro basis on the individual farm, the macro being the economy as a whole.
would like to differentiate between the two .
How di d we get t o where we a re?
I think it is a combination of many things, as has been said already today. In
their last report the Bureau of Agriculture Economics in Australia had a graph
that showed, that over the last 20 - 30 years , exportable production from most
western countries had been growing up until 1980 at about the same rate as
imports into other countries . From 1980 the exportable surplus from the North
American countries and Europe started to grow a little more slowly, but the
growth of imports slowed down even more . The gap between exports and imports
caused the growth in stocks around the world that is now one of our problems on
world markets . About this time in New Zealand, when this imbalance started to
become apparent , the government began taking measures to offset the effects of
those growing stocks , and their effects on world prices , by introducing various
forms of support . The government also had the view that we needed to increase
the volume of production in New Zealand , and so gave a lot of support to
agriculture in the form of SMP's, LDL's, livestock incentive schemes and various
other forms of investment incentives.
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Unfortunately, as might have been expected and as most economists did expect, a
very large proportion of that support was capitalised into the value of the
land. For instance it became very profitable for somebody in town to buy a
block of undeveloped land in order to lose money on it, by investing heavily in
that land, thus saving taxes and so they paid higher prices. A graph from the
Economic Service of the New Zealand Meat and Wool Board shows there was no
great divergence between the income line and the land price line until the
beginning of the 1980s. Then there was an incredible increase in land values,
49% in one year, with the result that farm land values got quite out of line
with the income earning capacity. Many farmers who have debt servicing problems
now are those who bought in this period. There may be some way to go before the
balance between land price and income earning capacity can be brought back into
line.
The support in the form of SMP's increased most on products whose prices were
going down. The world market was telling us that those were the products in
least demand but we poured our national support into those products where the
world demand was fa l ling fastest. Although we earned more overseas exchange as
a whole, we were not increasing production necessarily in those products wh1ch
would earn us the most. Resource allocation in the New Zealand economy has to
be towards those products which will earn us the most, but our support policies
pushed resources in the opposite direction.
Another aspect of our present situation is the urban perception of what is
happening, and what has happened, in rural areas. In the period of the very
high land prices the urban sector took the message that there were tremendous
tax free capital gains being made in the rural areas. Farmer speakers today
have said they have been slow to realise the implications of what has been
happening in the last 18 months. The urban sector is now being very slow to
appreciate the seriousness of what is happening in the rural areas, their
attitudes are still conditioned by their perception of what they saw in the
early 1980's. I find among my urban acquaintenances an astonishing lack of
sympathy with the rural sector, which I believe goes back to their perception of
what happened four and five years ago. They will come to appreciate the need
for a stong and vibrant agricultural industry in New Zealand, but it will take
time. They will be slower to appreciate what is happening than the people who
have it happening all around them.
Another aspect of why the situation is so grim is that the withdrawal of support
in New Zealand was very rapid, and as Ralph Lattimore has pointed out, it was
uneven. We did have a very profitable agricultural sector, and it was used for
the benefit of the rest of society in New Zealand. In a sense import licencing
was a way of making farmers pay higher prices as a way of supporting the rest of
society. As farming around the world became less profitable, and the burden on
New Zealand farmers became too great there were two ways of helping farming in
New Zealand. We could have reduced support to the manufacturing and urban
sectors in order to redress the balance, or we could start supporting
agriculture. We chose the latter by supporting both of our trading activities.
We were giving protection on the import side and subsidies on the export side.
We have now withdrawn support from agriculture and also from the import
replacement sector. A number of government people will argue that the
proportionate amount of support withdrawn from the rural section is no greater
than the amount of support withdrawn from the import competing sector. If you
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look at the valuation of the figures on a proportional basis maybe they are not
too far wrong . I think that it is slightly greater on the agricultural side,
but the trouble is that they have withdrawn all the forms of price support.
They are still providing large amounts of support in research and in advisory
services, but the withdrawal of price support hits farmers immed i ately, whilst
research support tends to confer a much more long-term benefit.
The messages we have been getting this afternoon from the financial advisors are
summarised in Pita Alexander's points such as, do not bother to look beyond next
year, do not worry about incurring a tax liability if it is not payable until
March 1988, the first thing is to survive this year. One of the problems is
that all the forms of withdrawn agricultural support, in support of prices or
support on costs, fertiliser subsidies and the paying for meat inspectors are
very obvious to farmers getting through this year. The form of support in
agriculture has been withdrawn in a way which is most painful to farmers right
now.
The Ministers of Finance and Agriculture said recently they were glad that
Federated Farmers had agreed they did not want to go back to the forms of
support of the past. It is interesting that nobody today has asked for that,
which is cofTlllendable. Federated Farmers, however, now appears to be arguing for
an invnediate abolition of all tariff protection, based on a report that this
would boost farm incomes by $20,000 per farm . The Ministers said that such
action would massively increase urban unemployment on a scale out of proportion
to any expected dislocation of people in the rural sector, and certainly would
not be even-handed. I would argue that failure to reduce that protection
sufficiently in that area is what is not even-handed, and what has in fact
caused the greater imbalance between the urban and rural sectors than we had
before. Hopefully, if the progra11111e of lessening manufacturing protection
continues, then there will be greater balance, because farming has lost all its
protection, and anything that goes from the manufacturing sector will increase
the relative profitability of farming. In the meantime I think the changes have
tipped the balance against agriculture far too far.
Finally in terms of where we a~e. our terms of trade are very weak. To have it
announced last week that the terms of trade were at a almost record low for the
first quarter of this year, when a major import, oil, was weakening in price,
implies that export prices went down so much more. The terms of trade being
just the relative balance of prices, export and import, which had deteriorated
so much that the terms of trade overall were worsened. It comes back to the
fact that world markets are over-supplied in a number of areas.
Where do we go from here?

First of all, we can ask whose responsibility all this is? Does the rest of
society have some moral responsibility toward agriculture and horticulture in
New Zealand, having provided incentives which in a way asked people to increase
production, and then suddenly changing the rules? A number of those who are in
trouble are those who responded most positively to the incentives. Is there
some moral obligation to look after those people? It is a question that I
cannot answer, but :which society needs to think about.
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Turning to look at the macro side of things. First of all in markets, Sir James
Stewart mentioned there are pressures in the EEC to change. Somebody asked,
"What are these pressures?" Let me try to explain briefly. The Common
Agriculture Policy was formed on the assumptions that Europe was a food deficit
area, and would go on importing large amounts of food, and that farmers in the
EEC were a low income group in society. A policy was devised to levy imports
into the EEC, and that tariff raised a lot of money. That money was used to
finance other agriculture programmes to help farmers. In the early years the
Common Agricultural Policy was more or less self financing, but as they paid
higher and higher prices to their own farmers who increased production, the need
for imports fell away. Over the years the revenue from the levies on imports
has been drastically reduced . Now a stage has been reached where they are
actually massive exporters in a number of commodities, grain, meats and
particularly in dairy products . All those products are exported at prices well
below the price being paid to farmers. The difference paid to farmers, called
an export restitution, is a subsidy to export.
Since there is no revenue from tariffs any more, all that money for subsidsation
has to come from taxpayers. A policy which was once self financing is now a
massive drain on the taxpayers through the budgets of the various member
governments, all of whom are tyring to reduce their own internal deficits, just
as our Government is. The pressure is really on in the EEC.
In the early 1960's when the policy was drawn up in its overall form,
agriculture was seen as the poor sector and the rest of the economy was booming.
There seemed to be a need to do something for the poor peasant farmers in terms
of giving them an income which was a little higher than they had. Now there is
a community with fifteen million people unemployed, who are being asked to pay
the high internal EEC prices for all their food. Those who are in jobs are
paying taxes to support farmers on top of that. The relative profitability of
the rural sector compared with the urban sector seems to have changed, and that
is causing pressure for change in the EEC. Also in the macro area are GATT
negotiations starting in September which will take 2 - 3 years. There is a
possibility of some change here. The major reason for the possibility of change
is that the Europeans would like to make a change to the Common Agricultural
Policy within a framework in which everybody else is making changes. This is
the best chance for over a generation of some beneficial change in the way in
which agricultural trade is conducted.
Our exchange rate is currently too high, as a result of our interest rates which
are too high. Hopeful ly they will keep coming down. If I were advising the
Government during these periods when the exchange rate ha s been too high I would
suggest that the Reserve Bank should have been buying foreign exchange. I know
it has the effect of increasing the money s upply, but when unemployment has
started to creep up there is a possibility that some of that money would go into
creating jobs rather than just showing up in renewed inflation . It would mean
that the Reserve Bank was forcing down the exchange rate and acquiring foreign
currency which will be required later . When the exchange rate takes a bit of a
dive and the Reserve Bank thinks it has gone too low, they will want to support
it. Unless reserves are acquired at a time when the exchange rate is high, New
Zealand will not have the foreign exchange reserves to go out and spend foreign
currency, buying it's own currency to support the New Zealand dollar. We do not
have those sorts of reserves now and in a crisis we can only get them by
borrowing. But at the other end of the spectrum, when trying to force the
exchange rate down, we are only spending New Zealand currency.
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Coming to the micro situation in terms of what individual farmers must do, the
message has come through very clearly and loudly today . Look after yourselves
first; it is very important to think about your situation, aod what you are
doing indiv i dually. There has been a very clear message on diversification.
Diversify only from a position of strength. and generally t he most profitable
products are those which were not sup?orted in the past. In te rms of the debt
free farm, we have had some very good examples and hints of how to cope with
really cutting back on all unnecessary expenditure by watching things very
carefully.
As far as the debt problem goes, we have some other problems. The Prime
Minister has talked about writing off debt, but for reasons which have been
brought out by four speakers today, I feel that the debt write-off will not
occur. A further reason is the bitterness which could be caused, and was caused
last time, lingering on for twenty or thirty years. The urban community would
interpret any major write-offs as being another handout to farmers, an
impression which should be avoided at all costs. We have to find some other way
of dealing with the debt situation.
I have pushed indexed mortgages for ten years. They seemed appropriate to me in
the mid-7D's and seem as appropriate, or even more appropriate, in the mid-80's.
With an indexed mortgage, the principal can be indexed to whatever you like.
It would be real equity sharing if you indexed it to farmland prices, but that
has problems as to what is the price of land. You can index it to the consumer
price index, and even if farm land prices rise considerably slower than the
price of consumer goods, in general, with an inde xed mortgage, you pay a low
interest rate on your mortgage.
All current inflation compensation has been built into our high interest rates;
with inflation getting on towards 20%, interest rates went to 20%. If you put
the inflation compensation component onto the principal which is outstanding,
and each year pay interest on the growing sum but pay some off, you can build a
table of repayment which will work. The cash flow associated with the first
years of servicing the mortgage is reduced to somewhere between a third and a
half of that associated with a normal table mortgage. The difference is that
instead of the debt servicing falling away to very little in the latter years of
the mortgage, it stays at about the same proportion of farm income. If people
are really serious about the current situation and survival on farms, they
should look at one of the major causes of problems at the moment, which is the
cash flow associated with high debts.
Opportunities now exist to buy farms at prices which are much more close ly
related to their earning power than was the case of a few years ago. For young
farmers, the time is coming when they will be able to buy a farm and service its
debt. There is a need for a two-way change of attitude between the rural and
urban sectors, which I think is coming. We must not damage that by another
write-off of farm debt if we can avoid it . Finally there is this need,
emphasised by about three speakers at least, to be positive.
Three farmers this morning gave examples of how they are coping in fairly
extreme situations. We will get through our current problems because this
nation has a long term need for a profitable agricultural sector. If that has
not been recognised in Wellington, it will be. It is my belief that the
restructuring which is taking place in the economy as a whole will end wi th the
agricultural sector of this country again being highly profitable.

Stress
and the
rural family

89

Identifying symptoms
John H. Dugdale, Clinical Psychologist, Campbell Centre, Christchurch.

One paper that I read suggested that stress started in 1967 when they brought in
decimal currency and the particular farmer who wrote to the paper said that in
1967 when they brought in decimal currency his overdraft doubled, then they
changed from pounds to kgs and his lamb weights halved, then they moved from
gallons to litres and it took twice as much to fill his car and so it went on.
He was getting quite worried so he decided that he rea l ly would have to loo k at
going to town and put his farm on the ma rket. The last straw was that they
changed from miles to kilometers and then it was too far to go.
STRESS! It is a fashionable word these days. It has been referred to as the
disease of the 80's . It conjures up thoughts of a noxious plague or pestilence
spreading throughout the country. A noxious animal whic h must be identified
quickly and routed out, like rabbits, possums, goats or deer.
Like the latter animals, perhaps stress is not all bad . Stressful times are an
essential and inevitable part of life. Li ke the deer and goa ts it is important
to consider how we handle them, and to what use we can put t hem , to recogn ise
that we do not simply have to be victims , but rather than we can lea rn to
control and manage stressful times in a productive way.
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Stress can be defined as a situation where there is a gap between what is
demanded to us, a~d our perceived ability to successully meet that demand.
Further, failure to tni>et the demand is seen as harmful or dangerous in some way.
lo/hether a particular event is stressful thus depends more on our expectations
rather than the nature of the demand. The greater the gap, or the greater the
expectati on , the greater the potential for a high stress level.
It is helpfui to distinguish clearly between situational factors or stressors
and our response. Over recent months rural people have been facing an array of
environmental and situational factors or stressors. For example, changes in
interest ra te s, commodity prices, weather and financial viability. These events
in themselves have no power to force us to respond by feeling stressed, but
rather they trigger a thinking response. It is how we evaluate and make sense
of what is happening that determines whether we are stressed or distressed.
Thi s 1s contrary to public popular belief. We tend to believe that if one is
fi nancially secure, then one will not or should not be stressed. Research with
dairy farmers undergoing difficult economic times in Victoria, Australia,
provides an interesting rebuttal of this belief. When stress was measured as
high levels of anxiety or depression, it was found that financial indicators of
a person' s economic state was a very poor indicator of who was li ke ly to be most
st res sed . Ratner, it was attitJdinal Measures asses si ng such fac to rs as a sense
of hel plessness and hopelessness which was found to be predictive of higher
stress levels (Cary and Weston, 1978).
On tak ing a positive approach to managing stress levels there are three
directio ns to focus intervention. While John Stuart will elaborate these later,
I will brief ly describe a framework.
1.

Focussing on the Stressor
One can categorise and attempt to modify the stressors. I find it helpful
to co nsider to what extent the stressors are controllable, inevitable or
avoidable. Clearly, while some stressors can be modified or altered in
some way, others, e.g. the weather, are inevitable. With these it is
extremely difficult to effectively grapple with the environment and so
positive coping involves managing our attitude and response to the
weather.

2.

Focussing on our Responses
Where the stressors cannot be modified we can look at how we respond to
them . Do we have perfectionistic and unrealistic expectations of
ourselves and others ? How can we change these? Do we get physically
tensed up? How can we learn to deal with this? Have we a tendency to
withdraw in silence, or alcohol, or behind a wall of anger? How can we
change this , so that we deal with our feelings more directly and openly?

3.

The Importance of Social Support
How can we identify and best use the social support we have? How can
we learn to be more supportive of others? Support does not eliminate
stressors or necessarily teach us new coping skills for the future, but
it is effective in allowing us to diffuse the intensity of feeling, and
begin to focus on possible solutions to the problems.
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What Are The Symptoms Of Stress?
So far I have skillfully avoided this issue. It is no t an easy question to
answer, because all of us experience stress and distress in different ways.
What feelings do you have that indicate you are distressed ? Which fee l ings do
you recognise, and let others see, and which feeling s do you suppress and hide
from both yourself and others?
Our feelings are both sources of motivation for us to change and, if we are
prepared to express them, a signal to others. Unfortunately, some groups in ou r
culture (especially males) tend to be trained to suppress and ignore thes e
important and helpful signals. Contemplate for a momen t wha t sort of s ign al s
you get when facing a discrepancy between demands, expectation s and your
abilities. Further, contemplate what feelings you show at thes e times and try
and identify to whom you show them. Often when I talk with di s tres sed peopl e I
hear that the visible signs are anger, but upon listening atten ti ve ly I find the
underlying feeling to be one, perhaps, of sadness and los s .
In many ways the distress in rural New Zealand has changed over recent mon t hs.
From a situation where people were stressed by grappling wi t h many
uncertainties, what has emerged is a grieving situation as peopl e attempted t o
deal with a psychological and physical loss. One can perhaps i llustrate th is by
drawing an analogy with a patient whom the doctor has informed ha s a disease
which is likely to prove fatal.
The patient has known for many months that he has not been feeling particularly
well. His work performance has declined and he has taken t o worrying ins tead of
s leeping and is constantly fatigued. His family have noticed t he change
especially. A previously mild mannered man might have begun t o unleash on his
dogs, his machinery or his family a tirade of t errible thought s following even a
minor misdemeanour. Al t ernatively, he might have become withdrawn and difficu lt
to communicate with . He knows he has not been performing to standard. There
has been an increasing gap between what was expected of him, what he thought he
should be able to achieve and what he could actually achi eve. Plagued with the
anxiety of uncertainty he got more and more helpless; as more demands were made
he felt less and less well.
Now there is a new dimension. The doctor i s telling the patient if he looks at
the facts there is some certainty. Previous expectations cannot be met and
there is certainty of loss , loss of income, loss of viability, loss of statu s,
loss of hope and dreams. So much to be grieved.
Phases of Grieving
Denial
Deep within his bones he knows and understands, yet react s with almost complete
denial. The denial of grief. "It cannot be true, there must be some mistake."
Like a dying patient there may be an attempt to protect the family by not
talking about the situation, or by planning for a future in a quite unreal i s ti c
way. Struggling to reject the reality, advisors and bankers are avoided in the
vain hope that if the sums and budgeting are not done this year, then the
painful message may be avoided.
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The phases of grief are normal and need to be assessed as such. Problems arise
when we get stuck in one particular phase, or paddock if you like, and cannot
move on to the next. In grief we would expect denial and avoidance to give way
to anger and blame "It's not fair ••• 11
Anger
As rural people face and acknowledge that they are experiencing loss there are
growing symptoms of anger and blame which emerge. While expression of the anger
is appropriate, the express of grieving anger and blame is often intense and out
of proportion. Particular individuals or groups become targets in an almost
scapegoat way. Just as a dying patient may blame the doctors, God, his family
or anyone else with whom he is in contact, so too there are signs of anger and
blaming.
At a community and organisational level this can be more easily recognised.
Unfortunately, some of the expressions of anger, while quite visible, tend to
alienate rural people from others. The Mayfield slaughter would be an example.
While this angry outburst was, perhaps, helpful in allowing some to vent their
rage about the losses they were experiencing, it did little for the image of
rural people in the urban centres.
These intense feelings also occur within families where, again, anger is
sometimes expressed both verbally and physically, although perhaps less visibly.
There is considerable risk that at these times some members of the family become
scapegoats or targets for the grieving anger. The risks of this may be
heightened where relatives work together. This may strain the husband-wife
team.
The farming father-son relationship is often difficult enough without additional
complications. It is difficult for a son to attempt to obtain emotional
independence while living at home and attempting to meet father's hopes and
expectations. How much more difficult this must be when many hopes for the
future are being dashed.
Bargaining
With healthy grieving anger subsides. Frequently the next stage is one of
bargaining. The "if only ••• " stage. Not only is this often a period of
self-analysis, e.g. "If only I had selected Option B last year instead of Option
A", but also of bargaining with others. "If only you will extend my credit for
another season Mr Banker, I'll show you what I can do ••• "; or "If only you had
changed the policies more slowly, Mr Douglas ••• ". "If only ••• " It is hard to
come to terms and accept the loss of hope and dreams.
Depression
A period of depression may well come next. "Yes, it's true and I can't stand
it ••• " At this stage there is often intense self blame and feelings of failure.
The loss of self-esteem follows from our cultural tendency to measure our own
human worth by success at some behaviour, often work. This way of evaluating
ourselves can have major impact. While you and I know that a failure to succeed
in farming does not mean that a person is a complete failure, it frequently
feels like that. During the depressed period support and understanding are
especially important. It is during this stage that feelings of hopelessness and
helplessness are more prevalent. Withdrawal from social contact or into alcohol
or other substances is more likely. People can often feel quite desperate at
this time and may feel that life is no longer meaningful or worth living.
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Acceptance
If people can express their sense of sadness and loss and feel supported at this
time, they are assisted in moving on to the stage of acceptance. "Yes, it't
true - but life goes on, and so perhaps can ! . " At this point people begin to
see and accept the reality and begin to grapple with it in increasingly
effective ways . Loss of hopes, expectations, dreams - or even the farm, does
not necessarily mean the whole future is hopeless. Expectations, hopes and
dreams can change. It is out of the ashes of seeming defeat that many have
grown, developed and progressed with new insight, understanding and values.
Hope
Gradually, with support, the healthy dealing with loss involves a rekindling of
hope, not hope in miracles or rescues, but rather a renewed hope in life - and
perhaps a new direction with different expectations. There is still a sense of
loss, but now it is not so overwhelming. "Perhaps I can change the course and
pursue something worthwhile and meaningful. Perhaps I can try again and be
effective. Perhaps I can and do have some influence over my future ••• "
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Techniques to handle stress
John Stuart , FBlllily Counsellor , Blenheim .

We know that stress is here . There are some things that we can identify very
clearly about stress and its causes. It is a little like knowing all about the
weather. We can identify what causes the weather and we can identify all about
the weather, but that does not do us much good when we are in the middle of a
drought or a hail storm.
Fortunately there are some very practical things that we can do to counteract
the effects of stress . We have the stressors and then we have our reactions to
the stress . I would like to talk about some of the techniques that are useful
in preventing stress, for instance, doing something about it now even if you are
not feeling it. If you are already feeling stress I have some suggestions in
terms of what you can actually do about the stress.
Hopefully when you talked to your neighbour recently, you identified some of
those stresses that you are feeling and some of your reactions to them. What
would like you to do is to see if you can set a priority stress . See if you can
come up with the major stress in your life at the present moment, and see if you
can come up with that priority. What is the major stress that you are feeling
at the moment?
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One of the things that is interesting about the way we go through life, is that
we all experience stress in very different ways. One of the major factors for
a ll of us, is that we must begin to share ou r common stresses and talk about
them, knowing that others have similar experiences. Finding out new solutions
simply by talking about them is one of the major and most important techniques
that I would suggest . Identifying the stresses does not always mean that the
answer is going to be the one that you want, but talking it over and taking a
look at the issues is very important.
Recently some rural women said the number one stressor for them was isolation ,
with the feeling of being isolated from all those other people who were going
through similar experiences . Number t wo stressor was not having any breaks from
the demands of the home and the children. Number three was the lack of
involvement in decision making . It was usually the husband who was going off to
see the accountant and the Rural Bank . For some of you this could be good news .
You could send your wife off to deal with the accountant and the Rural Bank. I
would suggest you both go together and that talking it over really means that
you get involved in the whole process of sharing some of those stresses .
There is the frustration of just being there as an appendage providing the
husband's needs first , three meals a day, two smokos , and being tied to the
daily type routines . When the ship seems to be going down that support no
longer has the same kind of rewards to it. The other major factor was tired
children at the end of the day, having 7. 30 a. m. starts , coming home late at
nig ht on the school buses. I am finding in my private practice that children
from rural homes seem to be a lot more stressed from just being physically
Li red .
There are some very practical and concrete things you can do , when taking a look
at preventing the effects of stress . The first one is occasionally changing
your routine . By this I do not simply mean that you go to paddock A before
paddock B. You need to take time if you are the kind of person who goes out and
does, instead of plans. You need to .take time for the planning and setting of
goals . Working harder is not the only way to win , and often it lowers your
efficienc y when you have not taken the time to plan before you start.
Take time to be with your family and away from the farm . A lot of the families
I ded l with say, "Oh we take time, we go out and have picnics? Where do you
have your picnic? "Oh back out in the back forty-acre." What does that really
mean in terms of taking time? The kids may be having a good time down by the
areek, but what are you doing while you are sitting down by the cr eek? Are you
looking at the fences, are you thinking about what you should be doing down
t here? What kind of break is that? If nothing else, why not go down the road
a11d have a picnic on your neighbour's farm .
Anothe r very practical suggestion is to avoid stimulants and depressants .
Stimulants and depressants are coffee , tea and alcohol . They are useful in
Lhere place and certainly I am not suggesting that now you have had S. M.P.'s and
ri the r subsidies taken away that you should have other parts of life also cut
hack . Things in moderation are very very important . One of the first things
peupl e tell me about when they are in stress is that they are becoming
ohsess ional about a lot of the things . They drink mo r e tea, more coffee , more
ul co hol. It i s a way of trying to deal with the stresses .
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One of the most useful things in terms of
priorities a paper issue, as opposed to a
around in your head then there is no room
down then it is a part of a list, part of
your head to consider other things.

setting priorities is making your
head issue. If the issues are running
for anything else. If you write it
a plan, and is going to leave time for

It is the attitude that must become more positive, involve yourself with other
people who are more positive. Do not spend time with people who are negative.
If some of your family are negative then do something about it. Begin to set
some priorities and begin to look at some things that are positive. It is a
step by step process, doing one thing at a time, some people under stress are
trying to do three things all at once and they do not do any of them very well.
Have you ever experienced that? You have to allow for emergencies, they are
bound to happen.
Perfection, striving for perfection and wanting to get everything done to
perfection only happens in text books and on labels of drenches. Do not try to
be perfect, allow for the fact that we are in difficult times and there are some
compromises that have to be made.
Stay healthy, its very important to get overall exercise. Many people working
in physical labouring jobs tell me they are physically fit. All major studies
on people who are physically involved in labour show them to be very pysically
unfit.
If your farm is your job and your only source of gratification then you have a
very thin layer of protection against stress . It is very very important to
develop a much wider variety of sources of gratification in your life, family
and friends, discussion groups, hobbies and interests. You can plan miniho l idays . Even a weekend can be a holiday if it is done in the right way and
has the right type of atmosphere. It is a balanced mental attitude that needs
to be looked at.
What happens when stress arrives?
An idea is to actually phsically relax your major muscle groups then it becomes
impossible to be mentally uptight. If you are physically relaxed and lie back
your mind will follow suit . The technique, which is called deep muscle
relaxation, is a very simple technique and I am surprised that more people do
not practise it. It simply involves tightening up and then relaxing all of the
major muscle groups. You start with your toes, go right through your legs and
all the way up your body tighening as much as you possibly can and then
loosening. You then begin to recognise the difference between you in a tensed
up state, and you in a relaxed state. Very quickly you begin to gain some
skills in knowing which part of you is tense and you can selectively relax that.
~I hen

you are under stress in varying degrees, the key issue is to get yourse 1f
physically relaxed first, without the use of alcohol. We use alcohol to
phys ically relax ourselves. Unfortunately when you physically relax yourself
with alcohol you also tend to put your brain on hold instead of just simply
relaxing it and you put it in a situation where you cannot make quality
decisions.
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l~h en you are in stress you need to organise your way out .
Do not panic your way
out, do not work your way out, organise your way out and then you can work your
way out . You must set realistic goals , not goals that are set on the basis of
perfection. Often I deal with individuals and families who are in a stressful
situation and are setting goals that they could never ever hope to achieve. One
of the stress reactions is that you begin to actually set unrealistic situations
and goals. Maintaining a positive attitude is extremely important but it really
only comes in the list after you have actually set some goals and you can see
some production.

Disc usssion sessions are most important . The first person that you should
discuss things with is your spouse . You need to be involved i~ rural discussion
groups and discuss it with any one else who seems to have a positive attitude
and a way out .
Finally have a balanced life style. I have talked about that in terms of a
vacation, in terms of getting away from the farm and in terms of having hobbies
and interests.
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Family stress case
John Foster, farmer, Nangarauka, R.D. 1, Collingwood.
John Foster is farming in a remote area of Golden Bay and has been doing s o
s i nce 1980 with his wife Ginnie, In the years that they have been on their
block, whi ch was completel y bare, they have trebled their production and they
have als o dou bl e d their family size. Federated Farmers and the MAF Advi s ory
Servi ce r egard John as one of the excellent young farmers in Golden Bay .

I was asked to spea k at very short notice at lunch time so I did not reall y
enjoy my lunch very much. After listening to both the Johns speak just
previously with regard to stress, it did make me relax somewhat.
There are two things which we value in life, one of which is good health and t he
other one was a freedom to choose. We chose to go farming. My wife and I were
both from urban Auckland. We chose to go farming because we felt it was a
terrific way of life and a challenging way of life. There were two ways of
doing it for us one of which was to cross credit some university papers to
Lincoln College and get into the advisory field. The other way was to buy a
small worker's holding with no equity and work our way up by shearing and
fencing to try and build up equity to a level where we could use it as a means
to buy a larger unit or use it as a means to stay there by having very litt l e
debt servicing.
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Over the 1980-85 time span we worked very hard off the farm. In retrospect it
was at some cost to our lives and to our marriage and we did miss out a lot on
ch i ldren and holidays. The end result basically being that we are not really in
a very different financial situation than we were five years ago. At the height
of t he outside contracting we were running our own shearing gang and I was
s~ea ring
25-30,000 sheep a year, and doing 10 kilometres of fencing off the
fa rm an d deve loping the farm as we 11. The hours were quite excessive and it was
probably at quite some expense to my wife and family.
[ can identify the first stress being denial. I remember very clearly when the
Meat 3oard schedule came out on the 1 October I quickly ran through the figures
of our lambs and our sheep from our location. I could not believe that that was
going to be the schedule for this year. I rang our local member of Federated
Farmers that night and said "Come on , you have to do something, this is just not
on , they can't do this to us."
Aft er a while the second step which I now look back on is the anger. I became a
l i ttle bit more vocal at Federated Farmers with regard to their inaction as far
as not doing enough to help young farmers in the situation that we were in .
Al so aggression towards the Rural Bank with their insensitive nature towards
traditional lending. Funnily enough we had our local Federated Farmers invite
ou r M. P. out to speak to a meeting and he really got the message from me . If he
had come out a bit later I probably might have been a bit kinder. Anyway
looking back on those very simple categories there was the anger side of it.
On the bargaining side I was involved in setting up the ewe killing facility in
Golden Bay at the local abbatoir. I remember driving an unrealistically hard
bar gain with the owner of the abattoirs for the killing charge .
Then the next thing was depression and I do not remember much of that. At the
time we had a two month 's old baby at home, which was in January, I was away
shearing most of the time and the baby had colfc.
My poor wife was stuck at
home wi th this colic baby and I was opting to stay away from home rather than
come home and have no sleep. It was probably then that I suffered from classic
depression, but I cannot really focus on much of it.
After that we went
t hrough an acceptance stage where we sat down with the shearing finished. The
baby went through the two- three month stage and got over the colic .
l./e started to accept the situation . We accepted the exchange rate as it was.
We did not say, ~It's going to come down", and we made farming decisions which
was ju s t prior and then after the freezing works s trike. We ended up getting
ri d of lambs at prices which were more desirable than they are now. At that
stage we also looked very carefully at our own situation with regards to why we
went farming, which goes back to the very first thing said which was, "Our
choice". The reasons we had gone to this coastal area are still very valid .
I cann ot help differing from the farmer who had sold up and moved to Australia
and wa s earning $40,000 on an oil rig. We had made the choice to leave Auckland
t o go t o a way of life which we really enjoyed. To us that was not a choice.
We had to do that, we no longer had the ability to choose our destiny. So we
came to accept the fact that we were going to have to live under the existing
situation but more importantly we were determined that we were going to enjoy it
and make it happen. We actually had a trip to Auckland in April for a few days
and it really reinforced our ideas of not wanting to move to the city. To get a
job in the city is fairly common and widely advocated at the present time. We
had seen the racial unrest in Auckland, we had seen the unemployment and other
prob lems there. We had no desire to go back to that. So once we had decided to
ac cept the situation we wanted to stay and we wanted to make it work.
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We t hen go on to the next thing which is the hope . At the present stage , my
wife always calls me an optimist , I am quite hopeful that we will survive . We
have done our budgets as best we can, we have made what I think are the best
decisions . The worst problems are those that never leave the recesses of the
mind, they keep bugging us, but we have those problems sorted out now. We are
quite looking forward to the next twelve months, not further into the future .
l<e just want to survive 12 months.
The one thing I would point out is that although these denial, anger,
ba rg aining, depression and acceptance are areas that I can easily identify wit".
I do not think you can rush them I think you have actually got to go throu gh
them slowly , and different people go through the different stages at differ enl
rates . Some people's stay in the depression stage longer than others.
·rf you
are at the bargaining stage and you have not entered depression you are about to
go i nto the trough . I think you have got to be aware of the fact that i t can be
looked upon clinically and that you are go i ng to get depres s ion. But on the
other side when you come out of it you are going to be better off for it . I
would like to think that we are in the last phase of hope at the moment, tha t. we
might just be other optimistic farmers . That is our situa t ion.
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Family stress case
Brenday Ryan, farmer, Waihopai Valley,
Brendan Ryan is a Lincoln College graduate, an ex-farm advisor in Marlborough,
who with his wife Colle tte chose to leave the Advisory Service to develop their
01m farm in Waihopai Valley .
He is involved with a local discussion group.

I have always been very aware of stress, particularly since I have been farming .
l went farming in 1977 after two and a half years with the MAF. One of the big
things I l earnt as a farm advisor was the importance of communication between
you rself and people.
Eve ry situat ion I came across comes back to the personal ambition, whether it is
tv maxi mise profits , to have three or four trips overseas each year , or just to
get down to the local for a beer each night. It comes back to that personal
objective.
lve started farming in 1977 and were rather fortunate for the first few years we
were in a position to be eligible for some of that money the LDL and Livestock
Incentive money which Roger Douglas probably has nightmares about . We were able
to develop quite a big area of the farm, to produce income. In 1982 the drought
started in October and went through until 1983 for five or six months . After
all the drama of the drought I learnt one good lesson . It was basically a
survi·13] mentality and also that no one owes you a living. When it comes to the
bottom line you are the one who has to write the cheques and if you have no
mo ney you are out . That really did harden my attitude and is something that
have never forgotten.

102
The local di scuss ion group has been going s ince 1975, probably a longer period
t han a di scussi on group usually runs for . The success has been throu gh gr oup
par t icipat ion and people wanting it to work t hrough communica t ion . Br i nging i·
to a stress s ituat i on, all the members have had their own leve ls of stres s in
the last 12 months or more . In the last 12 mo nths I have noticed the group ha s
picked up again for various reasons . One of the main reasons is that t he
importance for it to succeed has been greate r t han it was for the previ ous f i ve
or six year s .
I worked out my priorities of what I wanted from life and I always wanted to be
a farmer . When I took over my farm I wanted good health , both mentally an d
physically , and to have a good family life . I have always come back t o th at.
When I was at College I read one of Dale Carneg i e's books on the power of
positive thinking . I have grown to be a great believer in positive thin king
because there is no future in being negative . This has been highlight ed toda y
and I think t hat it has helped me tremendously .
Finally life will go on whatever happens . When I first went farming I was
fortunate enough to work with a retired farmer who had 30 or 40 year's
experience. I used to get excited about brea kdowns on tractors and machinery
and he used to stand back and laugh . This taught me the big lesson that life
would go on . Sure enough we finished the fence of other job and life did go on .

A
woman's
•
view
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A Woman's View
Liz Evans, farmers wife, journalist

One of the topics I want to discuss with you today is the use of language, how
it shapes our attitudes and the perceptions of others towards our industry.
If I told you that I live on a family farm which has been handed down through
the generations, you might develop a definite impression of some sort of
privileged land owner. If, however, I said I live on a worker-owned,
worker-operated farm unit which was purchased from a company, I think you would
change your impression and your perception of my views. This worker-owned,
worker-operated description was passed on by Ms Corlann Bush, a rural historian
from the mid-Western U.S.A., when she visited New Zealand recently. All too
familiar with rural conditions in that country, Ms Bush says that she advises
farmers to use this term, particularly when speaking to urban audiences, as one
mere weapon in the battle for goodwill and acceptance .
Whi le it may not trip off our tongues too convincingly, I suggest we have to
consider mo re what we say, and the affects it has on those whom we can get to
listen. I write rural columns for two publications whose readership is
predominantly urban, but I avoid the use of such terms as "plight", "hand-outs"
and "propped up", when writing for any audience. I would much rather listen to
"Dire Straits" on the stereo. I have heard farming leaders on television use
all these words to describe what is happening to their livelihoods and it
disturbs me the ease with which they are now associated with a particular
industry and its workers. I prefer to use words like compensation, justice and
equality of citizenship.
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Perhaps I am just swapping one set of cliches for another, but at least my lot
are not designed to cement in a negative impession.
If we believe the people who say that the future outlook for farming is bright,
then we need to modify the language and description of our business now.
Otherwise the current popular image of farming as unbusinesslike, old-fashioned
and somehow pathetic, will be all the harder to shake off. We have only to l ook
at what happened with the SMP debacle as an example of this. Everyone in to>m
thinks they know all about SMP's. They have contributed in large part to the
almost hysterical adherence to the belief that only farmers have ever benefi tted
from compensatory measures. Notice I did not say hand outs, or even subsidies,
which I always seem to associate with urban transport.
When this uprising in agriculture finally takes place, assuming there are enough
of we rural business people left to take control, do we want these plight ,
handout type images to prevail?
A few weeks ago I was asked to speak on rural change at the annual conference of
the International Training in Communications Clubs, previously known as
Toastmistresses. I prepared my speech thinking that most of the women wou ld be
urban, but at least half in my workshop were from rural areas themselves. I
think some of them might have been a little disappointed that I did not seem
more forceful and militant on their behalf.
Several made personal statements about the dreadful circumstances tha t they knew
of, increasing suicides, bankruptcies and plummeting incomes. These are all
issues which have been, and which should continue to be, brought to the
attention of everyone and I do not intend to minmise them. But relating them
too often can be counter-productive . It makes urban people feel defensive.
They stop listening to the issues and start marshalling their forces for a
counter attack. This usually runs a long the lines of, "I've had to work outside
the home for years so my family can survive, what's different about you ?" and,
"What about all the unemployed in town?" Unless you have well thought out
responses ready, you are once again at a disadvantage with your argument.
What I tried to do was tell them what sort of percentages the New Zealand farmer
gets from the total amount paid for lamb overseas. I asked them if they thought
that amount was fair. They said, "No". Then I quoted some figures which show
that production in both wool and meat are predicted to drop this season and
asked them if they thought that was a good thing. One or two said ye s, because
they felt there are too many farmers and too much over-production. But I think
it would be fair to say that the majority thought that the resulting inevitable
fall in exports was undesirable.
Becau se we produce fine merino wool on our farm, I took along a wether fleece
and an old set of merino ram's horns to show the International Trai ning in
Communications Club members just what we grow. I also told them tha t our wool
was in world demand and that we had no trouble selling it. Many peopl e ,
throughout the community, confidently put forward the theory that it is l ow
world prices that are to blame for farmer difficulties. In this way, they feel
absolved from any responsibility for a situation they see as completel y beyond
their control or influence. Very convenient for them, but too simplis t ic fo r
us .
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thout hei ng too aggressive or patronising about it, I tri ed t o gain the
in t eres t of that audience before homing in on interest and exchange rate
pr oblems and the disincentives of high internal costs and charges. This
~pp.-oach seemed to pay off.
One woman told me later how pleased she was t hat we
erod uced Hoo l only as she was a vegetarian townie ( her words) who did not eat
~ eat because of the cruelty to animals issue .
I was then quite glad that the
subject of li ve sheep exports had not come up as I fear I might have lost a
convert .

tJ;

As a nat ion we seem t o have a love / hate relationship with farming .

We watch
"Count ry Ca lendar" and "A Dog ' s Show" on television with fasc i nation, and seem
to have a dopted the "Footrot Flats" characters as mascots, but we view the real
people i nvolved with suspicion.
Ou r leaders travel to countries like China and the Phillipines and tell the
peopl e there t hat New Zealand farmers are the best and most efficient in the
world . gac k home they tell us, and more significantly the urban population,
tha t farme r s could not even run a corner dairy successfully .
~nd we al l know that when agricultural produce is in demand and judged to be
5•Jccess fu l , it is "Our wool" and New Zealand kiwifruit. But when marketing
dif f icu l ti es and over-production elsewhere make some products temporarily
una t tr active . they become the farmer's produce and the farmer's problem.

I have re cen t ly asked readers of the New Zealand Woman's Weekly to send me any
ide as they have to promote a better understanding between town and country. It
i s no s urprise to me that most of the replies I have had so far have come from
rural people. They recognise the problems and are anxious to improve their
irr.age .
Ur ban peop le do not see falling production and farm incomes as being much to do
with them. They do not see how it could affect their standard of living.
In eed , many are openly of the opinion that farmers have had it too good for too
l~n ~ .
On e has on l y to listen to a radio tal kback programme or read the
cor r es pondence columns of a news paper to see that. Some see what is happening
to us as r etri buti on. They have not had it pointed out t o them the dividends
they have r ece ived from their past i nve stments in agriculture.
While it is i mportant to t al k about s tress, support groups and the social
1mp lic at i ons of what is happening, I would li ke to see as much emphasi s put on
t e lling peop l e the monetary consequences , not just as i t affects farmers, but
everyone .

Let us go on the offensive. So often our farming leaders seem to be on the bac k
•oat . •eacling to some extravagant claim, often unsubstantiated, made by peopl e
~o
commerci ally or idealogically understanding of farmi ng. We have to persuade
t~e rest of New Zealand that they still need agriculture.
Over t:~e pas t si x or seven years on
a ~ 3v elopm e nt programme, as we were
da," end t he people of New Zealand,
e•~ort.
iie did the work all right,
urod ~ cti on , have followed.

our farm, we have been vigorously working on
encouraged to do by t he Government of the
who, at the t i me, demanded more product to
and the results, a doubling of f ine wool

108

What we did not do was take enough notice of what was happening in towns and
cities . Many farmers, like us, were just too busy. What resulted was an urban
population increasingly alienated from the land. Today, my husband Geoff , s il I
works 6000 stock units on his own in country where mountain climbers come to
train , having been denied the opportunity to employ a full time worker to help
him.
One of the activities I have been doing during this time is teach our two older
children Correspondence School . This in itself, is a responsible, full time job
undertaken for no pay and no status. Most rural women are under pressure these
days to expand their usually unpaid farm work and, as well, to try to obtai r.
off-farm employment, often to provide the only family income. With this in
mind, I hope you will support us should the question of paying for rural schoo l
buses be dredged up again during a Treasury barrel-scraping exercise.
It disturbed me, when this debate was in progress last year, the ease with whic h
people, usually men , advocated parents who could not pay should "join up " with
the Correspondence School. For one thing, the rule s and regulations of joini ng
up are quite stri ngent, and for another, they have no idea of the comm itment
needed to undertake this type of education competently and successfully. I can
tell them, that in my case, especially when I had a young baby as well, there
was very little chance I could assist in any money earning or saving way on or
off farm. So it is in your interests as much as mine to ensure that exist ing
services are maintained .
Is there any effective action we can take?
I would like to see rural people reach for their last $10 note if necessary and
contribute it to a fighting fund. Let us employ a public relations firm to
su rvey attitudes in town and country to see if some common ground can be found .
Let us produce some figures for other people to try to refute for a change.
Is there any way we could capitalise on existing survey results? I refer to the
regular polls reported on the "Eye Witness News" television programme. One of
the questions I have heard is, do you approve or disapprove of the handling of
the farming industry? Twice I have seen the result reported as 307. of those
polled approving. If we turn that around, it must indicate that 70% either
disapprove or do not know. That could be a good base on which to start.
Can we learn something from the Australian farm lobby? I understand they are
promoting themselves vigorously and are gradually changing the opinions of urban
Aussies. Here, from my observations, anti-rural attitudes seem to be hardenin g.
But let us not leave it all to Federated Farmers. Let us include groups
involved in the women's support network, rural servicing industries, grower
organisations and even stock firms might consider donating the equivalents of
some of those commissions from all that over-priced land we foolish farmers
bought a few years ago. I ask you not to dismiss these ideas as naive, too
costly and time consuming. If we do not promote ourselves, no one else is goin g
to. And, after all, for some what more is there left to lose?
Finally, I want to tell you about a meeting I attended in Wellington in April
which drew together rural women from all over the country. The meeting was
jointly organised by the Ministry of Women's Affairs, WDFF, CW! and the Women in
Agriculture network . I would l ike you to know how united and committed women
are at this time . Although we ranged in age at this meetin g from early twenties
to over 70, all were prepared to put away past differences and work together to
help each other and their rural communities .
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Some have organised welfare and local support groups . Others are turning their
dtten~i on t o protest and political activity.
They are working for you. I ask
~h~t you do not ta ke their ability, effectiveness and influence too lightly.
They are a great resource for the rural areas right now and they deserve our
recog nition.
! was proud to be included among those women and join with them in affirmi ng my
fdith i n ru ral people and in the farming industry. They are determined to fight
for what they see as justice for themselves and their families .

And, I suggest, it will take more than an amateur production on the "Taming of
the Shrew" to subdue them.

I
Market signals
myth
or
reality

113

Market signals, myth or reality
Dr Tony Zwart, Professor of Marketing, Lincoln College.

Introducti on
Market signals are often seen as the most fundamental element of the modern
competi t ive economy. They are the ~ost visible component of Adam Smith's famous
" invisible hand" which he felt could guide the resource allocation decisions in
a free market economy. These signals which are seen to be so important to
economists are frequently a cause of major concern to managers, particularly
where their expectation s are proven wrong.
Mark et signals are the basis for any business planning and if there are concerns
wit h these signals it is probably not with the signals themselves, but with
the ir interpretation and use in planning by individual firms . This issue has
obv iously become more important in the past year. Increased uncertainty created
by f loating exchange rates and removal of subsidies has unfortunately coincided
with d period of low world prices for many agricultural products . These events
ar e further magnified by the interest rate and equity situation on New Zealand
farms . It is perhaps unfortunate that it takes circumstances such as these to
focu s our attention on something as obvious and important as the meaning of our
market signals.
In thi s paper I will briefly discuss the types of market signals which I feel
are important for farm business planning and will then describe how
circumsta nces may make it difficult to interpret these signals . Finally I will
attempt to discuss how these problems might be r ectified in the near future .
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What Type of Signals are Important?
Depending on the nature of the planning involved, an agricultural or
horticultural producer might be interested in a wide range of different types of
market information.
1.

Probably the most frequently talked about, but perhaps the least useful
market signals, are long-term trends and prices. Many of us spend
considerable time discussing whether or not we think a particular
industry has "a long-term future". We are often talking about lon g-term
prices, but this will not necessarily tell us anything about the
profitability of the industry in the long-term. As we well know any
short-term increase in prices and profitability in an industry is
likely to attract increased production, and new producers, which will
eventually change the cost of production and profitability. Thus, the
price may well cha nge in the long-term, but the profitability for
individual farmers may remain unchanged.

2.

Perhaps more important are the medium-term, between season fluctuations
in prices and production. These signals are important in any type of
farm planning, particularly because of the time delays in changing either
animal or crop production mixes. At this level we often tend to focus
too much attention on the price of the products concerned and pay ,
insufficient attention to change in the level of output. So there are
both pri ce and quantity signals which producers should think about at
this level. It is esse ntial that producers be able to assess what
decisions other producers are making at the same time as they are
making their own. It is probably unfortunate that data on production
changes are often very difficult to get. The problem is that at the time
when you are thinking about making a change in the products you produce,
there are probably thousands of other producers thinking the same way.
If there is any possibility that increased output is going to change
the price, the fact must be taken into account. In teaching, I have
often used the example of the blackcurrant industry in its early years
as an example of these difficulties.

3.

Fluctuations in prices within a season are often seen as particularly
important by producers. Obviously if a crop is produced which is
harvested at a particular time of the year and must be sold in its
entirety, the timing of that production is very important. In many cases
within season price variations become standardised and can be incorpora ted
within the farm planning, but in other cases they can become a major
source of frustration and are a common area for various types of
interven tio n.

4.

Of increasing importance are quality signals. As our marketing becomes
more sophisticated , it is important that farmers are able to clearly
interpret quality signals which reflect the consumer's valuation of
their particular product. They can, of course, be of major importance
to individual producers who are attempting to plan changes in breeds
or plant varieties, and management practices which will change the
quality of their product.
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This discussion briefly summarises some of the major signals which a
producer would be concerned with in attempting to develop sensible farm
plans . It would be an ideal world if every producer knew exactly the
market signals which they might need in the near future. Unfortunately
th is does not happen . Market signals do exist, but they can become
blurred both by excessive variability and by interventions which
frequently average out changes or differences between prices . This
places a considerable burden on individuals to interpret the signals
which are most relevant to themselves .
How Signals are Masked
Inte rvention in pricing by government, producer boards and also private
companies is often done for the very best of purposes, but can also produce
considerable difficulties in the interpretation of true market conditions.
Probably the major reason for this intervention is an attempt by individuals to
avoid risk in their product prices and also a closely related concern for
ensuring that all producers are treated equitably.
Let us look at some common examples of how this might happen. Some of these are
obvious, but others are less obvious, although equally important.
l.

Subsidised minimum price schemes such as the Supplementary Minimum
Payment system have in recent years provided a useful income support
for New Zealand farmers. Unfortunately it has also become evident that
this scheme has severely distorted real market values for products
produced in New Zealand. The major distortion though was not in terms
of total level of production, but probably in the imbalance it created
between the sheep and beef and dairy sectors. In setting prices of this
type, considerable burden is placed on the people who must estimate the
relative levels of these prices. The difficulties involved are evident
in the developments in the meat industry in the later years of the
Supplementary Minimum Payment scheme.
It could be argued that producers should not interpret these minimum
prices as real market prices , but should make their plans on the true
underlying market prices. The problem is that when you are doing a
farm budget or making plans at the farm level , we are inclined to use
these prices as something of a crutch and assume that the people who
set the prices have a sophisticated knowledge of future market conditions.
Unfortunately this has often proven not to be the case.

2.

Many producer boards and marketing organisations operate what I would
call pooling schemes in which they attempt to estimate prices for a
period and even a season in some cases . Although these are usually
quoted as minimum prices they become a very important signal, but rely
on the wisdom and judgement of the central organisation in projecting
market conditions. These schemes have been used frequently in New
Zealand and are probably quite appropriate in periods of more stable
prices or where organisations have access to low interest funds and can
allow deficits to be carried forward . In the current environment however,
where commercial interest rates are charged and with the floating of the
New Zealand dollar, the risks involved in such activities are very high .
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A single price for a year may appear to treat all farmers in an equitable
manner and remove risk from the timing of production within a season,
but it can also produce considerable distortions. The signals about the
timing of the production within a season may lead to product being
produced at a time which is convenient for the producers, but not
necessarily the marketplace. If a product is produced at the wrong
time of year this is a cost which must be borne by all producers, even
though it may be evenly spread across them.
In a similar manner prices are frequently pooled across grades of
product, especially where organisations such as producer boards set
grade differentials which may hold for a season. If these differentials
are not determined accurately, then cross-subsidisation can exist between
different producers as the full cost of the incorrect product mix is
borne by all producers in the industry. Such schemes may be seen to be
very appropriate in some situations and they most certainly provide
producers with signals which they can use in planning. The danger is
evident however, they must rely considerably on the judgement of the
people who set these prices and make decisions about how risk is to be
shared amongst the individual producers. The alternative is that
producers accept going prices and adopt their own strategies for
interpreting signals and bearing the risk associated with market
fluctuation.
3.

Agricultural and economic policies in other countries can also mask
market signals. In some cases policies which often appear to be at the
whim of individual government can destabilise international markets for
our products. In other cases though, they may contribute considerable
stability. A very clear example of this is the United States grain
policy which has provided a firm floor in international grain market s
for many years, and this combined with the over-valuation of the
U.S. dollar in recent years has led to perhaps excessive confidence in New
Zealand's ability to export grains. Perhaps the major danger is that
when a change occurs in a market such as this, it is often dramatic.
In the case of the grains, the recent change in U.S. policy is
going to have a profound effect on the future for this trade. Many
of these dramatic changes are in fact predictable, but do require
considerable effort to follow the political developments in overseas
markets and a careful analysis of potential changes.

4.

Other governments policies such as domestic tax structures can also
have the effect of masking market signals. The dramatic changes in
values for deer is evidence of the role that such sole factors as tax
policies can influence market signals. It is still arguable whether
t he previous values of breeding stock in the deer industry reflected
the market value of the venison and velvet which could be produced
from those animals, but the recent drop in price is evidence which
suggests that perhaps these animals were over-valued.

5.

Private ownership structures may also distort market signals. The
recent growth in special partnerships as a system of funding
horticultural developments has shown that it can be a successful way
of funding these developments. I have many concerns about these
insti tutions, however, the diffuse ownership structures which have
been created, and the long period before returns are generated may
make i t difficult for such large firms to respond appropriately to
market signals. Although the individual investments are small, it will
be very difficult for the owners of these firms to assess market
signals and react appropriately.
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The above are only a few examples of the way in which market signals can become
bl ur re d or unclear to the individual planner without considerable personal
in vestigation . This may be appropriate where the producer is prepared to vest
his decision-making authority in specific firms or organisations.
It should be
noted that many of these factors do not actually remove risk from the market
place, but merely share that risk amongst a wider range of individuals. In many
cases t here may be intermediaries such as exporting companies, marketing boards
or business management firms who are making these decisions, but they do not
always have the incentive to analyse the market signals and produce the
information that the risk bearer would require to make accurate and timely
dec isions. In this case I would argue that both agricultural and horticultural
producers should attempt to provide for their own benefit a sophisticated
information system which reflects their need for better market signals.
If there is indeed a myth about market s ignals, it is probably the myth that
producers do not need this information and that they are prepared to accept
carefully orchestrated market signals. It is often argued that information may
be commercially sensitive for exporters and marketing firms, but it is also
commerica lly imperative for industries such as agriculture to have this
information, particularly where there are many thousands of producers attempting
to make rational long-term production decisions. It is also frequently argued
that the less that is known about the potential profitability, or otherwise of
an industry, the better that industry might be. I cannot accept this argument
because poor planning on behalf of individual producers can only lead to
increased instability in the longer-term as people attempt to rush into new
industries or exit quickly from one whose returns ultimately fall.
What Can Be Done?
If producers do require better market signals with which to make their own
investment decisions, then I feel the onus is on them and their representative
associations to aid in the collection and interpretation of the market signals.
There are two major ways in which I feel this can be done.
The first .of these is through increased producer awareness of what signals are
approp riate and how they can be interpreted. As an example of this I have
included some very simple graphs which show the price changes in our major
products since the beginning of the year. Throughout this period it has been
argued that the exchange rate has had a major influence on the prices which the
producers have received. This is undoubtedly true, but it can be seen that the
ef~ects are quite different in some particular cases and thus may require some
careful interpretation.
Figure 1 shows some of the major changes which have occurred in the lamb market,
and demonstrates how difficult it may be to determine the real market signals.
The sched ule price for PM lamb has fallen slowly throughout the period, but the
actual return to the producer has fallen even faster as wool and skin payments
have decreased and killing charges increased. At the beginning of the season
there was a considerable premium for the heavy weight lamb and this was
reflected in the YX schedule price. This premium has gradually disappeared over
the season. Many producers have expressed concern over this matter, but it is
an example of the problems that occur when the supply response is
under-estimated . It has proven to be a very favourable season for producing
these lambs and the market has responded accordingly. It is also important to
note that the fluctuations in the PM price appear to be largely due to the
exchange rate changes (Figure 4) .
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In the beef market it seems that the major reason for the shift in prices has
been the actual fall in the U.S. market price (Figure 2). This has been caused
by U.S. policies, and particularly the new policy to deplete the dairy herd.
The flu~tuations around this are still related to the exchange rate shifts.
It appears that the meat schedules are adjusting in a fairly straight forward
manner to exchange rate changes which suggests that there is very little attemp t
by exporting companies to anticipate market changes or bear risks.
The wool market is somewhat different (Figure 3). Although market reports have
consistently described the influence that exchange rates and particularly the
Aust./N.Z. rate, have had on sales, the actual prices do not appear to be that
close ly related to shifts in exchange rates. This is probably caused by the
trading behaviour of the New Zealand Wool Board who do have the opportunity to
influence prices on any particulr day. Thus, the prices which the producers
receive have been smoothed.
These simple examples demonstrate the complexity of individual market signals,
and how the causes of price variability can be determined. In the more market
oriented policy environment it will become increasingly imporant for all
producers to make better informed planning decisions. It is not sufficient to
be well informed about what the exisiting market signals are, but it is also
necessary to understand why they change and how they are likely to affect all
business.
The second major area for improving the signals and their interpretation depends
on joint action to provide better interpretation. As I have already noted it is
in the producer's best interest to ensure that all producers are well informe d
and it may not be possible to rely on existing marketing intermediaries to
provide the required information.
In most of the major agricultural countries, but particuarly U.S., Canada and
Australia, national outlook conferences are held annually to review the outlook
for the coming year and provide the producers with an interpretation of factors
which would influence prices. In New Zealand the little interpretive
information that is available is not co-ordinated and can become mixed up with
personal interpretations of what individuals or groups might wish to happen.
Such information is typically presented as individual comments in newspapers.
It is not surprising that some people might be confused or suspicious of
conflicting interpetations . I would strongly support the concept of an outlook
conference where issues of the day can be openly debated and all the respective
interest groups can air their views. The intention should not necessarily be
one of reaching an agreement, but merely of having an open debate that will help
the individual planner understand the issues and form their own expectations. ·
I realise that conditions for decision making have become increasingly complex
in the past year, and policy changes may be made to alleviate the current
financial pressure that exists, but I hope that the need to provide better
market signals and information will not be ignored in the future.
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Market signals, myth or reality
Robert J. Isbister , Hanaging Director , Fruitfed Limited
To ''egin to answer this question, I thought I would def i ne the word "myth".
The
Co ncise Ox ford Dictionary indicates that i t means "purely fictit i ous narrative
us ua ll y involving supernatural persons and embodying popular ideas on natural
phenome na". Supernatural I am not , fictitious narrative I try not t o involve
myself in and so I have already come to the conclusion that market s ignals are
'lot a myth , t hey are a reality.
~ avi ng

s ai d that however , I do believe there are market signals and there are

mar ~ et si gnals .
It depends on people ' s perceptions - a l most an "in the eye of
th-, ~eho ld e r" syndrome and it also depends on whether you are interested in the
s~ort term or the long term.
Clearly there are both types and equally clearly,
t~ey

can i mpos e themselves in different ways in differing circumstances .

'o ~et me begin by defining what I perce i ve to be "market signa l s" for the
pijrposes of this conference , I have assumed that the person who chose the
s Jhject was i ntending that I should be concerning myself wi th external market
s - 1nals and how we interpret and act upon these as we strive to market our
!iorr.egrown farm produce overseas . In saying this however , you cou l d argue that
t~e re is also another set of mar ket s i gnals which are as equally i mportant and
ch~s• ar e the i nternal signals such as , gove rnment po l ic i es and their impact on
lhe economy as a whole , climati c conditions , cons umpt i on trends , technology
c~a,.ges an d so on .
So you can see there are many types of market sig nals that
•e mus t co nsider and eval ua t e when weig hing what decisions both s hort-term and
long-term we mig ht be consi derin g taking.
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Let us focus for a moment on the external market signals - this is an area I am
personally more at ease with. For about 15 years I was in the International
Marketing Division of the N.Z. Dairy Board and spent some time on marketing i n
the Middle East and in south-east Asia. In more recent times I have moved
across into another one of our land based food industries, and have been with
the N.Z. Fruit Growers' Federation Ltd up until December last year. Then we
restructured the organisation and formed a joint venture between the N.Z. Apple
&Pear Marketing Board and the N.Z. Fruitgrowers' Federation. I am now Managing
Director of Fruitfed Ltd which is the hard wood of that joint venture.
Because I have presumed my audience will, in the main, be farmers, my comments
will tend to reflect this perception. That is, "If I were a farmer where and
how would I obtain my market signal s from in trying to quide me into my decision
making process?"
Firstly, for example, if a farmer is the producer of meat, wool, dairy products,
pipfruit or kiwifruit, then there are statutory organisations in existence that
are the recipent of market intelligence from all round the world. The
organisations filter such data and in so doing interpret what it all mean s and
then act as they see fit. It is, of course, necessary to keep time perspectives
in focus.
Negati ve situations off-shore may not be perceived to have long-term
consequences and so a downturn in sales in a market may be related to short-term
pressures and in the interests therefore or continuing along the path set f or
establishing a long-term goal, the momentum is sustained. In the main,' our
agriculturally based exports require for their ongoing success market access
and, for most of our products, they require access to stable markets and
countries who have not only an ability to consume, but also to pay.
Import quotas, official or quarantine led, unfortunately constantly get in the
way of the law of comparative advantage. All things being equal, then we would
have right now a most dynamic export led agricultural sector. The reality is
that all things are not equal. The signals today are that those countries that
we have traditionally relied upon to consume and pay for our produce have,
generally speaking, huge surpluses themselves and their farmer constituents are
certainly not going through happy times at present.
Add value, you might say, and differentiate our products by packing in consumer
branded presentations. That is easy to say, but much more difficult to achieve
and it cost heaps. Even after moving in such a direction where expenditure in
costly processing and packaging facilities is made, for example, in the case of
butter from the N.Z. Dairy Board, then if the Common Agricultural Policy of the
EEC al lowed for an increase in the subsidy of bu 1k butter, in the end this will
manifest itself by way of a price reduction through to the consumer branded
product supplied out of those EEC countries. You might be saying, this should
not be of concern to us because we have gone to the expense of differentiating
our product, have built up consumer loyalty and will therefore not come under
pricing pressure.
If you were a Kuwaiti citizen confronted with a choice between Danish "Lurpark"
butter, which they have known for many years, and our own "Anchor" and we were
seeking to achieve a price premium at retail level of say 2Di., what would you
do? There might be some who wil 1 continue to purchase "Anchor" but, I would
suggest, not too many. So one of the market signals we have to take notice of,
and we do, is the EEC and its Common Agricultural Policy. We have to live with
it, work with it, and hope we can survive, it is a reality, not a myth.
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In a sense, given the huge subsidies paid by the EEC to its farmers and given
that, based on economic theory, it is a madness and most surely they will need
to be radically reduced sooner or later, and given that our New Zealand farmers
under the law of comparative advantage would win hands down, then perhaps it is
not completely out of order that our government modify some of its actions to
ease the current pain for our farmers.
Talking about the government reminds me that the prevailing government policy of
the day is of course another form of market signal - in this case an internal
signal. Such market signals have clearly been radically changed over the last
two years. The floating exchange rate, the removal of SMPs, the gradual
increase in interest rates from the Rural Bank, etc., are all changes in market
signals to farmers and affect them greatly. To run a business, any business,
with such changes occurring at such speed and of such significance does take one
heck of a lot of absorbing in a budget and indeed, particularly in the foreign
area, makes budgeting very difficult.
The problem with the floating of the New Zealand dollar in terms of the market
signals is telling us is that if is a dynamic situation. There is no certainty
as to what might happen and it could be argued one is on currently shaky ground,
short of taking out costly forward exchange contracts, thus further eroding
profitability, if one is reliant on export income to drive the business. To
emphasise this point, it is worthy to remember that just one percantage movement
in the New Zealand dollar against the U.S. dollar will affect the payout to
dairy farmers by plus or minus 10 cents per kg or milk fat, or $40 million
dollars.
The government has stated that they are endeavouring to introduce a "neutral"
economic environment. That is, they are saying they do not want to have any
props out in the marketplace which creates artificial distortions and,
eventually, ineffeciences. We will be told the rules for investment and as
entrepreneurs left to get on and do our things; If we lose "Bad luck". If we
win "Well done". Let us have more of the winners. Application of this policy
in a consistent manner over an extended number of years will be the vindication
of otherwise of this policy. For example, if you were an exporter heavily
reliant on the Australian market at the present time, then I have a great deal
of sympathy for you.
Layi ng aside for the moment the problem for business planning that a floating
exc hange rate can have, I would now like to focus on how we in the horticultural
industry reflect external marker signals back to the fruitgrowers both in the
short term and for the long term. For those of you who are not fruitgrowers I
h0pe that there is some relevance in what I am going to say.
Th e kiwifruit growers receive a great deal of data about what is going on in
their industry. Such information can come from the Kiwifruit Authority itself,
from the Kiwifruit Exporters' Association (KEA), individual exporters, packhouse
and coolstore operators and others such as importers and appointed overseas
promotional agents.
Duri ng the export season itself, our company posts to our grower suppliers,
virtually on a weekly basis, summaries of our achievements over the previous
week in selling the crop. As the season unfolds, we compare with the same
perios in the previous season. I would refer to these "Fruit Flashes" as
indications of short term market signals. These market signals arrive each
Monday morning from all round the world. Our agents tell us by telex or
facsimile machine what quantities they have sold of kiwifruit from our stock
during the previous week, at what prices and what stock remains.
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In fact, each of the exporters undertakes this and provides the data, on a
strictly confidential basis, to the KEA secretariat. The secretariat in turn
collates this data so that a complete picture of the industry's previous wee k's
selling achievements becomes available. We then as an exporter, knowing wha t
our individual results by market were can measure our performance against the
whole. If we do not like what we see or if we do like what we see we can by the
Tuesday get right back to our importers and express our concern or delights as
the case may be. In this way collectively the exporter and importers are aware
of how each is performing one to another, no one likes being last.
Pre-season planning sessions occur. These take the form of the exporters
together with the Kiwifruit Authority meeting with, for example, the importers
of Japan in Japan (this year they came to N.Z.), together reviewing how t he
previous season went and making plans for the upcoming season. Typical agen da
items are;
1.
2.
3.

expected overall size of the crop,
the percentage of crop New Zealand would like to sell into Japan,
previewing planned promotions and refining these where necessar y.

In additon, individual exporters and their appointed importers get together t o
di scuss the specific quantities each importer will be expected to handle and
al so to plan any additional i ni tiatives that we might be contemplating to
further enhance the selling of the fruit. On the basis of all this
inter-action, clearly we are able to gain a very good impression of wAa t t he
immediate future holds in our export markets and, as a matter of policy, we i n
turn communicate these market signals back to our growers by various means.
Assessing and interpreting the long term market signals is more difficult to
achieve. Naturally we keep in touch with other kiwifruit industries and i n so
doing are aware of such matters as production trends. Also, we constantly are
updating our market intelligence on consumption trends and prevailing offi ci al
attitudes to important issues such as market access. At the present ti me our
assessment of the long term prospect for kiwifruit, over the next three to fiv e
years in terms of these factors, is positive. Beyond that point in
international trade is simply anybody's guess. I hasten to add that by ma king
such a statement I am not implying that we can expect a lot of downslide beyond
the three to five year period. Upon hearing this a grower, in terms of future
planning, must evaluate such information alongside other factors such as
internal cost trends, production yields, labour questions and so on. In other
words, a whole polyglot of information, market signals must be obtained and
interpreted.
The same scenario can be painted for pipfruit growers in terms of pre-season ·
planning and post-season evaluations. Grower meetings and regular reporting
during the selling season occur. This is, of course, orchestrated through the
N.Z. Apple & Pear Marketing Board. In the Board's case they have an additional
concern such as the in-season competition from such countries as Chile and South
Africa who in turn are closer to the markets. In recent years they have had,
particularly South Africa, weak currencies which in turn permits them t o be ve r y
competitive. The degree of movement downwards of the South African rand is
something which has not been easy to aniticipate. Equally, it is not easy t o
pick what might happen if South Africa experienced a trade boycott in Europe and
North America. What market signals should we be taking out of the politi cal
arena? Is it indeed a myth to think that a trade boycott would prove to be
effective? South Africa will still have apples to sell. Maybe, it would f in d
ways and means to circumvent any boycott should the boycott come to pass and in
any event, the boycott scenario may not occur.
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As part of the NZAPMB's planning for the future, they have taken the market
signals as they read them and decided that their strategic plan should include
tre following;
1.
2.
3.

maintaining top quality over the whole marketing period, shelf life,
for example, is critical,
meeting as precisely as possible the individual market varietal
specification requirements, appearance, shape, taste, colour, size,
developing the best possible variety mix for each market.

Also, a ll the time, they are concerned to ensure that market access is retained
to the EEC.
In enacti ng this plan, the Board recently published what they called a "Planting
Guide" whic h ~as issued to all pipfruit growers last December. This
comprehensivei guide has absorbed all the market signals available to the Board
and interpreted those signals back to the growers in such a manner that they are
being asked t6 have regard to what they should plant or replant on their
orcha rd s. Clearly that information is provided to the grower because the Board
wish es to be placed in a marketing position whereby the variety of fruit
availab le for ·export will enable the Board to fill market niches that it has
identified at profitable levels despite the strong competition from other
southern hemisphere producers.
As an example I was talking to an Australian importer and exporter of
horticultural produce on the telephone last week and he told me that in meetings
with the Federal Government only three weeks ago they were told they could have
up t o 25 million dollars available for the promotion of Australian fresh produce
overseas. Our government are telling our land users to stand on their own feet,
giving a different market signal. Also I read in an article in a European
produce magazine last week quoting an Irish member of Parliament in the
oppos ition as saying, as an election promise to growers, that we have to do
something about getting this horticultural industry of ours on the ground, there
·; s quote , "Buckets fu 11 of money avail ab 1e out of Brussels".
SUMMARY

I would say market signals are available, we simply need to look for them. In
gather ing the signals they need interpretation. How one interprets and then
acts upon that interpretation is clearly a key to future long term sur vivia l .
For some farmers, depending on their individual circumstances, financial or
otherwise, this could mean expansion, diversification or se lling up.
Th is final decision, if it is not made for you by a lending institution because
you made the wrong decision earlier on, can be by the individual land-users.
Howeve r. with such a dynamically changing environment such key strategic
deci s ions probably need to be made more quickly than ever before. The strategy
needs to be under constant review and remedial action, if required, taken sooner
ra ther than later.
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It is important to differentiate between short and long-term signals always
acknowledging that the further one is trying to see into the future, the more
uncertain the final result becomes. This applies in horticulture particularl y,
because from planting to commercial production usually takes three to five year s
and an awful lot of water can flow in that time. It is very important that
there be consistency in the application of government policies.
Finally, I would re-emphasise an earlier point I made on foreign exchange. In
my view land users who basically aspire to produce for export must realise that
of all factors impinging on business today, the most difficult to cope wit h i s
the floating dollar. The significant variations we have already witne ssed i ~
the short time that it has been floating has made financial forecasting, eve1 in
the short term , a most challenging task .
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Tractor economy programme
Graeme Hartin, Senior Engineer, HAF, NZAEI, Lincoln College.

1. Introduction
A tractor economy programme, "Tractor Facts Pack", was recently developed by a
group of agricultural engineers from Lincoln College, Massey University and the
Ministry of Agriculture and Fisheries. The New Zealand Energy Research and
Development Committee and Ministry of Energy have jointly funded the programme.
The programme aims to improve farm tractor and implement performance by
attention to selection, operation and maintenance. For farmers with high annual
tractor usage this could mean a saving of 20% in fuel costs, 15% increase in
work rate and reduced capital costs. The package includes a video, manual,
field pocket book and wheelslip calculator. The programme will be marketed by a
combination of national and local media coverage, half day farmer field days,
jiscussion groups, evening meetings and through the educational establishments.
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2.

Background

*Current diesel use by tractors in New Zealand agriculture is estimated
to be at least 100 million litres annually.
* This combined with a capital purchase and maintenance costs , but excluding
labour, represents a cost to New Zealand of approximately $200 million per
annum to operate the agricultural tractor fleet .
* For arable farmers with a high diesel use , diesel costs alone are
approximately 5% of gross income and combined with t r actor and equipment
capital and maintenance costs represent over 10% of gross income .
With the modern technological developments now incorporated in tractors it would
be easy to believe that nothing the individual farmer can do will improve the
efficiency of the machine as delivered. However, research work both within New
Zealand and overseas has highlighted many techniques, modifications, tractor and
machinery selected criteria which can significantly reduce tractor operating
cost and improve tractor productivity (work rate) . As this information was
collected and analysed within NZAEI and Massey, it was realised that, although
farmers spend as much as $200 million per annum on tractors, the technical back
up had not kept up the complexity of the machinery. Neither had the efficiency
with which tractors were selected and used kept up the costs of running them.
During 1982 and early 1983 static displays were mounted at the National Field
Days, Christchurch A & P shows and South Island YFC Field Days. Some impetus
was lent to the project when the N. Z. Energy Research and Development Committee
Report 98 "On-Farm Energy Supply and Conservation" recommended in November 1983
that such information be evaluated and developed for local conditions. During
1984 and up to mid-1985 dealer seminars and farmer field days were run. At each
stage, questionnaires were circulated to identify the major areas of interest
and the understanding of the material . Results were also gathered which proved
the value of applying the techniques.
Funding was initially supplied by NZERDC then latterly the Ministry of Energy.
In April 1986 a major communications exercise was launched in association with
Monsanto N.Z. Ltd to pass to New Zealand farmers the operational and selection
techniques which could save a farmer up to 20% in the cost of fuel and increase
work rate by almost 15%.
3.

Programme

"Tractor Facts" is the umbrella name for the national programme of events and
materials which will make available to New Zealand farmers the latest in tractor
operating techniques and information for selecting new machinery. In
association with Monsanto twenty field days will be jointly mounted by staff
from N.Z . Agricultural Engineering Institute (Lincoln College) and the Ministry
of Agriculture & Fisheries field advisory officers (engineering) around New
Zealand introducing the key techniques and the practical application of them.
They will be open to all farmers, contractors, orchardists and horticulturists.
The $35 will cover a full half day of discussion and demonstrations . It will
provide the opportunity to tractor owners to take up particular problems they
may have with experts. All participants will receive free a "Tractor Facts
Pack" which normally retails at $25. Over 50 di scussion groups and eveni ng
meetings will also be lead by FAOs from May to November.
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A "Tractor Facts" video has been produced for use at the field days and
discovery evenings. Copies can be purchased by farmers, contractors or
horticulturists who may employ drivers or even those who may just want to take a
closer look. Fronted by Nigel Barnett, himself a mixed cropping farmer from
Canterbury, the field operational techniques are demonstrated. These
demonstrations are carried out on a well instrumented tractor which graphicall y
records the effectivenes of adjusting for optimum wheelslip, full use of
hydraulics and employment of the change up/throttle back technique.
The "Tractor Facts Pack" is three elements containing the best information
available from around the world, and tested against New Zealand conditions. The
mannual, in its first section, sets out the operational techniques, the
background to them and why they effectively save fuel and increase the work rate
available from current tractors and implements. Then it gives all the
checkpoints necessary to obtain the best value for the money spent on new
equipment.
The "Field Pocket-book" is a ready reference on the field techniques for use
while working wth the tractor.
The "Tractor Facts Calculator" is a pocket sized slide rule calibrated for easy
calculation of wheelslip in the field. It also carried recommended loads and
tyre pressures for common tyre sizes.
The Ministry of Energy have underwritten the production of the video and printed
materials, and Monsanto are contributing to the cost of mounting the field
activities as part of their extensive farmer information programme. Not
unexpectedly, recent market research indicates that farmers are looking for
information on cutting costs and improving productivity.
4.

Technical Aspects

Efficient tractor operation has three main aspects;
* correct matching of tractor and implements,
* proper setting-up and adjustment,
* good driving techniques.
The programme considers these in 2 parts;
1. "What can be done with existing equipment;"
*measure wheelslip and alter ballast accordingly,
* engine speed/gear selection (change up/throttle back),
*use of hydraulics,
* tyres and inflation pressures,
* field operations,
* record keeping,
* maintenance.
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2. "What can be done in the future when purchasing new equipment;"
* 2WD or 4WD tractor,
* tyre choice,
* tractor features e.g. turbocharged,
transmission,
basic weight,
hydraulics,
* power ratings,
* implement type,
* tractor / implement matching,
* tractor size and costs.
Rather than describe these aspects in further detail, the folloing examples are
presented to illustrate the application of the technical messages. In each case
the tractors were found at the field days and run during the pi lot phase of the
"Tractor Facts Programme". They are not extreme but are representative of the
degree of maladjustment being worked with daily on some New Zealand farms . All
were able to be improved for little or no costs.
Ballast Adjustment
In New Zealand the following tractors have been available for purchase. All
have PTO power ratings of 60 kW. But their unballasted rear axle weights are: Tractor A 1. 7 tonnes
Tractor B 2. 7 tonnes
Tractor C 3.7 tonnes
Tractor A is nearly always going to require ballast on the rear axle for n orm~l
agricultural work. Tractor B sometimes, and Tractor C never. Yet Tractor C hds
been seen fitted with duals filled with water and with cast iron ballast t o
produce a rear axle weight approaching five tonnes. Its performance as a r esijl t
was reduced by an estimated 30% as well it was causing unnecessary soil
compaction.
Wheel-slip Adjustment
(Note: the optimum wheel-slip range is 8 - 15%)
A 52 kW, 2WD tractor pulling a coil tine cultivator was measured at 6%
wheel-s l ip. Removing nearly one tonne of ballast increased wheel-slip to 9% an d
without changing gear or engine speed, improved fuel consumption by 16%.
A 46 kW, 4WD tractor was pulling a 4 m Rotacrumbler at 12 km/hr and measured
wheel-slip was only 1%. After removing one tonne of ballast, in the same gear
and engine speed, fuel consumption was reduced by 15%. Wheel-slip increased to
only 3%, still very low, but no further we ·ight could be removed.
Use of Hydraulics
A 48kW tractor was operating with a 3 m wide mounted grubber in 5th hi gh gear .
Wheel-slip at 10% was acceptable, speed 7. 1 km/hr and fuel consumptio n 6. 3
litres/ha. But the tractor was operating with the implement running on i t c
depth wheels and the hydraulic control set right down in the position con tro l
mode. The depth wheels were wound up and the hydraulics set in draft con tro l
mode. This immediately improved fuel consumption 14%. The driver wa s abl e to
change up a gear and throttle back which brought another small improveme nt in
fuel economy. Work rate stayed the same.

•,
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Matching Engine Speed to Power Requirements
A 46 kW tractor operated with a 3 m mounted Rotacrumbler was travelling at 9.4
km/hr at a fuel usage rate of 2.6 litres/ha., engine speed was 2400 rpm. When
6th gear was used, rather than 5th, and the engine speed set back to 1650 rpm
th e fuel consumption dropped by 15%, but speed, and hence work rate remained the
same. The implement was in fact too small for the tractor, only demanding about
half the tractor's maximum power at this forward speed .
In 7th gear at 1500 rpm the speed increased to 12 km/hr (i .e. a 30% increase in
work rate) but the fuel consumption had risen to 2.5 litres/ha. This farmer was
able to determine an economic balance between work rate and fuel economy, taking
into account the effect of speed on the quality or work, comfort and safety.
Dynamometer Testing
147 tractors were power tested as part of a series of tractor field days.
Generally the power level of the tractors was good being on average only 2.5%
below the quoted Nebraska or OECD test figure, exactly as expected.
But. 26 tractors (18% of the total) were more than 10% below their quoted
Nebraska/DECO test figure. At 10% the tractor driver would find the performance
deterioration difficult to detect but there would be a noticeable effect on
overall annual work rate. Three tractors were more than 20% down, this made
them 25% more expensive to operate compared with what they should have cost.
One of those was a new tractor rated at 68 kW. When first tested it gave only
60 kW, the stop cable was incorrectly adjusted and was limiting the fuel flow.
Whe n this was found and corrected the tractor was well within the acceptable
range .
DISCUSSION
Question:
What is the cost of a fue 1 flowmeter?
Graeme Martin:
The particular fuel flow meter that I showed is worth about $2,000, there are
some cheaper automotive ones which can be used on diesel engines which cost
anywhere between $200 - $500. There is, however , a real problem in putting fuel
f l ow equipment permanently on diesel engines.
Question:
What determines whether you buy a two or four-wheel drive tractor?
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Graeme Hartin:
Some of you have come today in two-wheel drive cars and others in their
four-wheel drive utilities. Each of those have been able to bring you here and
will get you home without any difficulty. It is exactly the same with trac to r s .
However, there is a place for either two-wheel drive or four-wheel drive. The
place for a two-wheel drive tractor, up to 70 - 80 kwt, is on flatter country
where you are not pulling heavy loads, like sub-soiling or mole ploughing. This
would include most of the arable areas in New Zealand. If you want to spend
$60,000 on a tractor you are better off buying the biggest two-wheel drive
rather than spend that money on the next size down four-wheel drive. How fast,
or how much work, the tractor will do is the power in the engine, not how many
wheels it has driving it. Obviously a four-wheel drive has a place in hill
country or for loader work. I have heard the comment that a four-wheel drive
will give you 30% more power. The way I answer is to say where does that extra
power come from if it has the same size engine.
Question:
Why are you against four-wheel drive tractors?
Graeme Hartin:
There are situations where four-wheel drive is a must, we are not anti
four-wheel drive. We see many situations where four-wheel drives are used but
the next size up two-wheel drive tractor for the same amount of money would get
more work done and be more cost efficient.
Question:
When would you choose dual wheels?
Graeme Hartin:
This depends on whether you need duals for floa t ion to get you out of wet
patches. One of the things that w~ demonstrate with a small model tractor is a
case where it will not pull with single tyres. We put duals on without changing
anything else and then pull the load. We ask what is the reason that it pulled
the load with duals and not with singles. Most people say that it has a
four-wheel drive. Then we take the duals off and sit them on top of the
tractor, so that the weight is exactly the same, and nine times out of ten it
will pull exactly the same weight. Usually duals fitted to tractors simply add
more weight. It is not the extra rubber and contact with the ground which
determines how much you are going to pull, it is the extra weight. There is a
place for duals, but many times duals are used money would have been better
spend in buying 3/4 t of weight.at much cheaper cost and banking the balance of
the money.
·

137

Goat fibres
Bruce Tinnock, Department of

~ool

Science, Lincoln College

The dramat ic increase in goat fibre production in New Zealand of recent years
r e flects increasing activity in this area not only by farmers, but also by
fi nancial investors , entrepreneurs, veterinarians and others. Progress has been
aided by the forward looking activities of the Mohair Producers Association of
New Zealand (MOPANZ) and the Cashmere Producers of New Zealand (CAPRONZ) , whose
memberships are continuing to increase . Further impetus has resulted from the
i nte ns ive involvement of competing stock and station firms.
Mohai r and Cashmere have long been recognised in international trade as
s peciality fibres with unique characteristics. Cashgora fibre, resulting from
t.h e c rossing of Angora goats with Cashmere type goats is a new name in the
inter nat ional fibre scene. While some farmers are producing only one of these
f i br e types, others, in a grading-up situation from feral to Angora goats, may
at some stage be producing al l of them.
Th i s presentation aims to meet the continuing demand for c larifi cation of
te r mi no l ogy and characteristics of goat fibres produced in New Zealand and to
br ief ly describe aspects of their classification and sale.
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Mohair
Mohair is the fleece from the angora goat; a long, white, lustrou s ,
comparatively course goat fibre which grows continuously and is harvested twice
a year.
Fleece characteristics
Lustre is the characteristic which most distinguishes mohair from wool and other
animal fibres. It is due to the larger sized cuticle scales of the mohair fibre
and to the manner in which light is reflected from their large and flatter
surface areas. The resultant brilliant sheen is one of the most attractive
features of both natural and dyed mohair and of mohair blend fabrics. In order
to achieve this effect, high lustre is most desirable in the raw material.
Softness of handle is closely related to average fibre diameter. It is often an
important requirement in end products, particularly in the case of apparel
goods. The flatter alignment of its cuticle scales gives mohair a softer handl e
than other animal fibres of similar diameter.
Colour of the choicest mohair is white, with no pigmented fibres present. It
would appear that the mohair fleece is less susceptible to yellow discolouration
than is wool in our New Zealand environment. Laboratory tests confirm, however,
that various degrees of slight yellowness are sometimes present in the scoured
product.
Yolk, consisting of secretions of the suint and wax glands of follicles, amoun ts
to less than 10% of greasy fleece weight. This accounts for high yields of a t
least 90% of clean fibre.
Style and character, in mohair terms, refers to the degree of twist and crimp
(or wave) respectively in the staples comprising the fleece. When present in a
desired balance, the combination of wave and twist is highly pleasing
aesthetically, but this has little effect on efficiency of processing or utility
of end product. Hence style and character have a relatively small effect on
price. There are aspects of these charcteristics however, which are of
significance to the grower. It is widely held that solid, wavy staples with a
positive twist are more immune to adverse effects of the weather than are open,
straight staples and that plain fleeces are often associated with lower fleece
weights. Over-crimping to the extent of being spongy is also considered
undesirable for similar reasons. Excessive tippiness, indicating wide variat ion
in fibre length and fibre fineness within the staple, is not associated with
good style .
Fineness , in terms of average fibre diameter, increases with the Angora goats
age and concurrently the fleece decreases in value. Through the variou s age
groups, average fibre diameter ranges from approximately 23 microns to 40
microns. Australian and New Zealand mohair is recognised as being finer overa11
than the bulk of mohair grown by the major producing countries.
Staple length is an indicator of suitability for alternative processing methods .
Mohair is mostly processed on the worsted system for which a desirable staple
length is 100 mm to 150 mm.
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"1~ du l1a t ion,

in the form of kemp and heterotype fibre, is invariably contained
i n the mohair fleece, if only in minor degree. Medullated fibres, because of
t he ir co re of air-filled cells. reflect light differently, resulting in a
lighte r shade than that of non-medullated mohair fibre given the same dye
r. reat'lleot . In addition, the coarser medullated fibres can contribute to an
vJ ject i onable harsh handle or prickle to a fabric. Ideally they should be
.. ~,,,c,:~ d dur ing processing. This may be largely achieved in the case of kemps,
'J ut the long heterotype fibres with continuous medul lat ion (sometimes termed
"ga re " ) constitute a problem when they remain with non-medullated mohair fibres
o• >i milar length through the various stages of processing.
rleece weight, greasy, per annum of New Zealand Angora goats is typically 3.0
kgs f or does and 4.0 kgs for bucks.
Cashmere
Cas hme re is the soft, very fine undercoat of down fibre obtained from different
types or breeds of goats designated as "Cashmere" goats.
Tr ad itionally, the textile trade has been supplied from Cashmere goats herded in
the mo untainous regions and high plateaus of Asia. In recent years, it has been
establ ished that many feral goats found in Australia and New Zealand grow a
imilar t ype of undercoat fibre. The terms "cashmere goat" and "cashmere fibre"
have been applied to these animals and their fibre and the terminology is now in
common use.

Cas hme re type goats produce a fleece consisting of two fibre components:
1.
2.

l ong, course, outer coat fibres - guard hair.
short, very fine undercoat fibres - down or cashmere.

Gua rd ha ir grows from primary follicles and varies greatly in length, diameter
and co l our according to the type or breed of goat. It is not generally
cons idered to be a viable commercial product.
The 'rnderc oat down or cashme re fibres or i ginate in seco ndary follicles. They
g row i nt ermittently between November and Jul y and s hed during the Srping.
AlPays considerably finer than their associated guard hai rs, they too vary in
length, di ameter and colour and they may be a different colour from t hat of the
guard hair.
Separation of these two fibre types in the As ian peasan t flocks has
traditio nally been achieved by hand, the animal being held while the undercoat
fibre is combed out. Modern practice in Australia and New Zealand consists of
shea r in g t he down-bearing portion of the fleece from the animal shortly after
the down has shed. The fine undercoat fibre can then be separated and recovered
commerc ially by mechanical means.
Since t he undercoat component of the fleece is currently the only commercial
prod uct , the terms fleece weight and yield used to describe mohair and wool for
examp le, do not apply. Production parameters are instead described in terms of
either yield of cashmere or weight of down fibre, both expressed on a greasy
basis .
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Yield of cashmere is defined as the weight of greasy down as a percentage of the
total greasy weight of down plus guard hair. Yields vary widely between
animals, ranging from less than 5% to greater than 507..
Weight of down fibre (greasy) is the actual amount recovered by separation.
This figure is a more realistic production indicator than yield . Again, the
variation between animals is wide, ranging between approximately 10 - 200 grai;1s .
Both yield and weight of cashmere are closely associated with amount of cover
(i.e. the area of the animals's body which is growing down fibre) and with
average fibre length. Amount of cover can vary considerably between animals
from minimal amount on the main body area to wider coverage extending the full
length of the neck and down to the hocks. A strong positive correlation may be
expected between average length of down fibres and weight of down obtained per
animal. It should be noted however that selection for longer fibre length or
for higher down weight is likely to increase average down diameter.
Fibre Characteristics
Microscopic examination of cashmere reveals fibres almost circular in
cross-section and normal l y entirely free of medullation. The finest of the
cashmere fibres show the scale margins more prominently.
Softeness of handle is one of the most notable features of cashmere fibre in
both the raw mater ial and end product. This is largely due to the fine fibre
diameter of cashmere.
Average fibre diameter of cashmere from New Zealand feral goats ranges from
approximately 13 - 22 microns. Buyers of the New Zealand product show a
preference for 15 - 17 microns, with a course limit of 18.5 microns currently
being specified .
Colour of the raw material is white or brown. Grey is designated as a colour
category in the case of basically white down separated from coloured guard hair .
White is the preferred colour for which a price premium is paid.
Average fibre length of cashmere varies widely between animals, ranging from 10
mm to 80 mm. Cashmere i s mostly utilised on the woollen processing system for
which a minimum average fibre length of 50 mm is desirable.
Cashgora
Cashgora (derived from the words Cashmere and Angora) is a recent term which has
been applied specifically to the fine fibre component found in the fleece of
Angora-cross goats. It is also applied in general terms to the whole fleece of
such goats, for what might otherwise be simply regarded as crossbred goat fibre.
Angora goat numbers in New Zealand are increasing, largely through a process of
grading up from down-bearing feral does used as base stock. Top crossing with
the Angora bucks results in the appearance of cashgora fibre in the first and
second cross progeny. The high prices received for this fibre have contributed
substantially to the viability of diversification to an Angora goat enterprise,
through the grading up route. Some producers howeve r are commencing breeding
programmes with the object of establishing and ma inta ining a type of goat
specifically for the production of cashgora.
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Cha r act eri sti cs of Cashgora Fleece
The fine fibres in the Cashgora f l eece range from approx i mately 17 to 23 microns
'0 av~rage fibre diameter and can comprise from 40% to 80% of fleece weight .
~i ghe r average yiel ds are envisaged as a result of selective breeding for a
' i nima l amount of guard hair . The colour i s white and ideally should be free of
any coloured fibres .
Fl eece Cl assificati on
The main factors in fleece classification of mohair are average fibre diameter
(4 classes) . stap l e length and kemp level.
Cashmere fleeces are classed according to average f i bre diameter of down (2
classes) and colour (3 classes), the latter based on various combinations of
guard hair colour and down hair colour of individual fleeces .
0
1eece from crossbred goats are classed i nto six cashgora lines , based on
average fibre di ameter , yield of down fibre and colour of guard hair and down .
Some fleeces may be fine enough to qualify for cashmere l i nes , whil e others may
be sui table for inclusion in li nes of low grade mohair.

Sale of Goat Fi br e
The bulk of New Zealand goat fibre production is consigned to the Mohair
Cashmere Warehouse at Pukekohe , a producer control led goat fibre pooling centre
1>hich receives , classifies , bales and offers for sale by tender, the resultant
li ne s of twenty-seven separate fi bre types . The warehouse operates four fibre
pools a year . Closing dates for receiving fibre and projected dates for payment
to growers are published in advance.
Advantages res ulting from the establishment of this single warehouse facility
are tha t it has enabled assembly and classification of goat fibre into the
l arger sale lots preferred by buyers while at the same time achieving consiste nt
s tandards of fibre classification .
All mohair lines offered for sale by the warehouse are pre-sale tested for
ave rage fibre diameter and for medullation content . Cashmere and cashgora lines
are al l pre-sale tested for fineness and for yield of undercoat fib r e. The
primary reason for this objective measurement of lines i s to maintain quality
control by ensuring that consistent standards of fibre classification are being
uc~ ieved.
It also promotes the confidence of buyers, to whom test results are
3lso advised.
'-1f:y firms throughout the world are notified by telex of the fibre types and
qua ntities offered for sale . Tenders for purchase at each pool are normally
rece i ved from about twenty firms and the bulk of the clip is exported to a wide
var iety of overseas destinations . Purchase of the whole of the cashgora clip is
current ly guaranteed at pre-determined prices by two overseas firms , one British
and one Swiss , with whom the warehouse has secured four and five year co ntracts .
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Future Prospects
The feasibility of goat fibre production in this country is now proven and the
stigma traditionally attached to goats by New Zealand farmers has rapidly given
way to respec t . With large scale investment in stock and embryo transplanting
programmes, the animals' natural high fertility and our high management skills.
the goat fibre industry will continue to expand at a very rapid rate.
Both short and long term indications of world demand for mohair and cashme re are
very strong. Encouraging signs also point to the further development of
cashgora as a speciality fibre in is own right.
A unique feature of the fledging years of our goat fibre industry has been the
close rapport developed in a very short time between New Zealand producers an d
overseas processors through the activities of the growers' combined wareho use
and marketing facility. The greater appreciation thereby gained of buyer
requirements and the confidence engendered in buyers by our efforts to meet
their specifications, have given us a sound footing as we aim to produce and
sell greater quantities of these speciality fibres to the world.
If increasing production of New Zealand goat fibre can be achieved with
associated improvement in fibre quality as our genetic base broadens, then the
future of this dynamic new industry can only be viewed with optimisim.
DISCUSSION
Question:
Could you tell us more about the nature of the contracts for goat fibre?
Bruce Tinnock:
Yes, one contract is to a British firm, Animal Fibres Ltd, situated in Bradford
which has undertaken to buy the whole of the New Zealand production of a line
know as Cashgora B. They will buy all the Cashgora B we can produce in the next
four years, initially at a base price of $22 per kilogram, to be increased by
10% per year for four yers. After that contract had been negotiated, a Swiss
firm approached the warehouse indicating that they were willing to buy the whole
of the remain i ng Cashgora production for the next five years.
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Using nitrogen fertilisers efficiently
K.C. CB11leron, Lecturer, Department of Soil Science, Lincoln College.

Nit rogen fertilisers are being used more in many areas of agriculture and
horticulture. Efficient use of these fertilisers depends on sound advice based
on appropriate research. The Department of Soil Science at Lincoln College is
currently involved in;
(a) examining methods for predicting fertiliser requirements,
(b) examining how to minimise fertiliser losses from soil,
(c) examining the side

effect ~

of nitrogen fertilisers on the soil.

FERTILISER RECOl+IENDATION METHODS
(a) Nitrogen availability indices
Over 90% of the total nitrogen in soil is held in so i l organic matter,
and although unavailable to plants it can be released by a biological soil
process called "mineralisation". Mineralisation produces the plant
available ammonium and nitrate forms of nitrogen, termed "mineral N". The
rate of release of nitrogen from soil organic matter is dependent on a
number of soil factors, such as temperature and moisture. It is also
co ntrolled by the amount of carbon in the organic matter relative to its
amount of nitrogen, the C:N ratio. The lower the ratio the greater the
re lease of nitrogen.
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Nitrogen availability tests attempt to measure the amount of mineral-N
which will be released from the soil organic matter over the growing
season. Th is has been done either by incubating soil samples and
measuring the release of nitrate and ammonium, e.g . 7-day incubation test
(Quin et al, 1982) or by chemical extraction/reaction of the soil to
remove the readily mineralisable nitrogen, e . g. boiling in potassium
chloride solution (Whitehead 1981) . Both tests use samples of topsoil
only, 0-15 cm depth.
Many soils however have considerable amounts of nitrate and ammonium
deeper in the profile which is normally plant available. This "mineral-N"
is usually residual fertiliser left over from a previous crop or i s autumn
mineralised nitrogen which has been leached below the soil surface over
winter. Some other soil tests attempt to account for this .
(b) Profile mineral-N tests
Soil samples are taken to a depth of at least 60 cm and the levels of
ammonium and nitrate measured immediately. The total amount of mineral-~
in the profile is calculated in kg/ha and if this is less than a prescribed
value, depending on the crop, then fertiliser N is recommended to make up·
the deficit (Ludecke , 1974). This type of test has been used with some
success by local advisory groups in New Zealand, U.S.A., Germany and the
Netherlands. A major practical difficulty is in taking large numbers of
samples from depth in each paddock.
Current research at Lincoln College indicates that the level of nitrate
present in the topsoil in early spring is closely related to the amount
released by the "7-day incubation test". This suggests that the
measurement of "profile mineral-N" could provide sufficient information
about the soil nitrogen status without the time-consuming procedure of
incubating each soil sample for 7 days.
(c) Cropping history
Cropping history is often used as an indicator of the soil nitrogen status.
The Ministry of Agriculture in the U.K., for instance, use cropping history
as the basis for all of their nitrogen fertiliser recommendations. This,
of course, avoids the need for soil sampling and analysis altogether.
In New Zealand the MAF now plan to introduce a new method for predicting
nitrogen fertiliser requirements of cereal crops which involves assigning
an index to the soil based on the previous cropping. For instance, 5 or
more years to clover based pasture gets an index of 10, poor pasture wi~ h
only some clover gets an index of 6, whilst five or more years of de pletive
cropping gets an index of 0. The index is mod ified according to the
likelihood of any residual N fertiliser being present in the soil an~
whether the rainfall in the area indicates there has been any leac hing
over the winter. The method also takes into account the targe t yiel d
before recorrmending a rate of fertiliser.
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GAS LOSSES
(a) Losses at the soil surface
Nitrogen gas can be lost from the soil surface if there is a build up of
ammonium in the soil. The loss of ammonia gas, called "volatilisation",
depends mainly on soil pH and soil temperature. Soils with a neutral or
acid pH lose very little ammonia. Whenever the pH is above 7, however,
ammonia losses can be high. Although there are few soils in New Zeala nd
wi th naturally high pH values, the chemical reaction of some fertilisers
with the soil can produce a temporarily high pH around the fertiliser
granule (Black et al, 19B4). Overseas research has shown that both
DAP (diammonium phosphate) and urea can produce temporarily high pH
conditions and that some ammonia can be lost from these fertilisers
(Terman, 1979). Research work by a team of scientists in the Soil
Science Department at Lincoln College has been examining the problem for
New Zealand soils .
Initial work compared the loss of ammonia from different forms of nitrogen
fertilisers spread onto short pasture at a rate of 30 kgN/ha. As show in
Figure 1, the greatest loss was from urea with about half as much from
OAP and almost none from sulphate of ammonia or calcium ammonium nitrate
( CAN) (Black et al, 1985).
Subsequent experiments have examined the effects of rate of fertiliser
application and time of fertiliser application. Losses of ammonia were
found to decrease as the rate of urea applied was decreased. When 100
kgN/ha was applied , there was a 25% loss, when 60 kgN/ha was applied there
was a 20% loss, and when 30 kgN/ha was applied the loss was only 13%
(Black et al, 1985). The date of application appeared to have little
effect on the amount lost, although in Canterbury the smallest losses
appeared to be in the spring (Black and Sherlock, 1985a). Application
of urea in late autumn can be wasteful.
Most of the ammonia loss usually occurs over the first 3 or 4 days
following application. Some overseas research has however shown that the
loss is considerably reduced if the urea is mixed into the soil (Nommik,
1966) . Work at Lincoln has confirmed that this is the case in New Zealand
and results from a cereal trial have shown a loss of less than 1% when
fertiliser is mixed into the soil (Black and Sherlock, 1985b). This
suggests that it may be worthwhile mixing the urea in with the final
cultivation for spring cereals. In many situations, mixing urea into the
soil is impracticable and we have been examining other methods of reducing
the loss. One useful method is to ensure that the urea gets washed into
the soil , either by irrigating soon after spreading the fertiliser, or by
spreading it when it is about to rain. As shown in Figure 2 it is
essential that the urea is washed into the soil as soon as possible, at
least no longer than 8 hours after spreading.
(b) Losses below the soil surface
litrogen gas can be lost from below the soil surface due to biological
processes which operate when the soil is wet and lacking in oxygen
(anaerobic). This gas loss, called "denitrification" often results in
"spring yellows" which show in plants in the wet low-lying hollows of
paddocks. The process of denitrification involves the conversion of
nitrate to various forms of nitrogenous gas, which can then escape from
the soil . The rate at which this process proceeds depends on a number of
factors including;
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(i)

the presence of organic matter, for example crop stubble ploughed
under into a wet soil, will increase the loss,

(ii)

soil temperature.

Although denitrification is generally considered to take place mainly in
waterlogged soils, it may also occur in soils which are not completely
saturated (Broadbent and Clark, 1965). For instance, it may occur within
zones in the soil which are imperfectly drained, above a plough pan, or
even within the centre of large soil clods, see Figure 3. Maintenance of
good soil structure is therefore important.
For most soils the denitrification loss is less than the leaching loss
although the two usually occur to some extent at the same time, that is,
when the soil is wet (Goh, 1982). Limited results in New Zealand have
indicated that average losses may be less than 30 kgN/ha/yr (Steele, 1982 ) .
In winter when most soils are wet enough f8r denitrification to occur, the
soil temperatures are usually less than 10 C and this restricts the
activity of the denitrifying organisms in the soil (Kenney and Gregg, 1982 ) .
Probably the highest potential for loss is during a wet autumn or spring.
LEACHING LOSSES
Although the vast majority of soil nitrogen is relatively immobile, the plant
available nitrate form is not held by the soil and is easily leached. It does
not matter whether the nitrate comes from fertiliser or from mineralised organi c
matter, whenever it is present in a greater amount than the plant can
immediately utilise then leaching ' will occur if water drains through the soil.
In most areas in New Zealand, nitrate leaching occurs mainly in the autumn,
winter and early spring. Summer rainfall is usually used to satisfy the soil
moisture deficit and leaching does not normally occur. Irrigation can, however,
cause leaching at any time of the year if the application of water is excessive.
The texture and structure of the soil affects the rate of leaching loss, with
highest losses of soil nitrate usually occuring on poorly structured sandy
soils. Soil management practices, such as direct drilling, which affect the
soil structure can influence the leaching loss. Research work at Lincoln
College has shown faster rates of leaching of surface applied fertiliser with
flood irrigation of direct drilled soil rather than of conventionally cultivated
soil. At slower rates of irrigation, similar to rainfall, there was no
effective difference in the rate of leaching between the two cultivation
systems.
(a) Land Use
The type of cropping system is a primary factor affecting the amount of
nitrate leached from the soil. In general, leaching losses are highest
from horticultural crops and lowest from extensive grazing pastural systems
(Cameron, 1983).
Since plant roots take up both nitrate and water, their rooting habit
exerts an important influence on the amount of nitrate leached from the
profile. Speciality vegetable and root crops, such as potatoes, are
usually shallow rooting, given high rates of N, irrigated and often grown
on sandy soils. These factors result in high nitrate leaching losses from
such crops.
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Tre es usually only ha ve a dense root system in the topsoi l and most nitrate
l~ a ched be l ow this depth is lost.
In Ca l ifornia , Bingham et al , (1971)
r e o or t~ d a loss of 45% of the nitrogen ferti l iser applied to a citrus
orchard .
! ~ cro pping systems where there is no vegetation for at leas t part of the
fE dr , t he leaching of native mineralised nitrogen er residual fertiliser
n; trcg en is i nevi ta b1e when drainage occu r s . In cropping systems where
gra ss or legumino us pasture is included for only a few years and then
pl oughed under , leaching losses can be large (Adams et al , 1979; Cameron
! nd ~l ild, 1984) .

f 1 vigo rously gr owing pasture, efficient plant uptake of water and nitrate
usu a l ly results in a low leaching loss (Goh et al, 1979) . However leac hing
losses from i ntensively grazed pasture can be relatively large ,
par tic ularly where high fertil i se r rates are used . Urine patches can
contain localised concentrations of ni trogen equivalent to 950 kgN/ha for
cat tl e and 500 kgN /ha for sheep (Steele , 1982) and substantial leaching
los ses can occur from these (O'Connor, 1974). In New Zealand , studies on
an intensively cattle grazed pastu r e (approximately 28 su/ha) have shown
los ses of 88 and 193 kgN/ha/yr at fertiliser rates of 0 and 172 kgN/ha / yr
respectively (Steele et al, 1984).

(b) Fertili ser f orms and rates
When fertiliser application rates exceed crop requirements , nitrate
l each i ng is likely to occur. The actual amount leached de pends on the
soi l , climate and manageme nt factors already mentioned . In one study,
wh en nitrogen fertiliser was applied to continuous maize at the recommended
rat e of 112 kgN/ha/yr there was r elatively little nitrate lost. However at
higher rates , crop upta ke rema i ned relat i vely constant but the leaching
los ses were consistently greater, shown in the followi ng table .
Nitrogen balance in a ma ize crop fertil i sed wi th 4 rates of N over
a 3 year peri od (from Gast et al, 1978).

Anr:u a 1
~c~ 3tm ent

Total amount of
N added 1975-85

(l. J N/ha/yr)

20
112*
224
448
~-

N removed

N loss from
in corn
tile drain
(kg N/ha)

60
336
672

105
167

1344

196

recommended r ate.

166

41
53
93
180

N~ - N

remaining in
0-3 m soil
profile autumn
1975.

54
100
425
770
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Research work at Lincoln College, using large field plots isolated by polythene
sheet installed vertically in the soil, is also s howing higher losses when he~•,
rates of fertiliser are used.
The form of the fertiliser applied can influence the leaching loss. Nitrate
based fertilisers, e.g. CAN, leach faster than ammonium based fertiliser, e. g.
ammonium sulphate or urea, as shown in Figure 4. Ammonium tends to be held in
the soil whilst nitrate leaches freely with the water . However, for some
horticultural crops where high rates of N are used ammonium fertilisers may be
unsuitable, as described in the next section.
Leaching losses from fertilisers may be reduced by increasing the fertiliser use
efficiency, that is, by improving the recovery of fertiiser N by the crop . Thi s
can be achieved in a number of ways;
(i)

by ensuring that no more than the required rate of fertiliser is
applied;

(ii)

by splitting the application where large amounts of fertiliser a re
necessary and thus avoiding any excess of nitrate occuring in the
topsoil;

(iii) by using fertigation systems in horticulture it may be possible to
supply the exact amount of nitrogen for the current need of the pla nt;
(iv) by using "nitrification inhibitors", research has indicated that it i s
possible to slow the rate of nitrate production from ammonium
fertilisers and thus reduce the leaching risk.
Irrigation
In irrigated areas where heavy rates of nitrogen fertiliser are used the
potential for nitrate leaching is high. Any water excess produced in the so :l
profile as a result of irrigation can create conditions for enhanced nutri ent
leaching. In California, for instance, the highest leaching losses are repor ted
to occur from crops which are over-fertilised and excessively irrigated. Eve n
the average leaching losses from irrigated crops in California are reported t c
be between 25-50% of the N applied (McNeill and Pratt , 1978).
The method of irrigation will affect the amount of leaching. Flood and
sprinkler irrigations probably tend to cause more leaching than furrow or
dripper irrigation systems because they generally leach a more extensive volum~
of soil (Viets et al, 1967). Research at Lincoln College indicates that on some
soils the same amount of water applied continuously by spinkler irrigation, at a
slow rate, can be more effective at leaching surface applied fertiliser than
flood irrigation . However many other factors are involved, the most importan t
one being how efficiently the particular irrigation system is managed.
Increased leaching losses need not necessarily be associated with irrigatio n.
l•hen optimum amounts of water are applied at low rates the increased crop growt:i
and improved nitrogen recovery reduces the leach i ng loss. Hahne et al . (1977 )
reported a reduction of approximately 50% in the amount of fertiliser N los t
when optimum rather tha n excessive irrigation and fertiliser rates were usec.
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EFFECT OF N FERTILISERS ON SOIL PH
Sulphate of ammonia has long been recognised as an "acid fertiliser". Indeed,
all ammonium based fertiliser, including urea, eventually produce acidity in the
soil. This occurs firstly because of "nitrification". a process in which the
ammonium fertiliser combines with oxygen in the soil to form nitrate, and in so
do i~g releases acid.
Secondly, any nitrate which is produced and then leached
from the soil, takes with it some calcium (lime) and this in turn reduces the
ability of the soil to buffer any drop in soil pH. Sulphate of ammonia is
particularly acidic because it contains sulphate which, when leached, also
removes calcium from the soil.
Research at Lincoln College, in conjunction with the MAF, has demonstrated the
effects of ammonium fertilisers on soil pH. In one such study, the effects of
fertigation with calcium nitrate, urea and ammonium sulphate on soil pH and
nutrient content below the emitter was investigated. Nitrogen was applied at a
rate equivalent to 100 kgN/ha to a courgette crop over a 4 month period and by
the conclusion of the study significant acidification of the soil below the
emitters had occurred in the ammonium sulphate, and to a lesser extent, urea
treatments, Figure 5. Soil acidification below the emitters caused decreases in
levels of exchangeable Ca, Mg and Kand increases in levels of exchangeable Al.
In contrast, fertigation with calcium nitrate caused an increase in soil pH just
below the emitter.
It was concluded that where urea or ammonium fertilisers have been injected
through the trickle systems for several years, it is advisable to soil sample
below the emitters to check soil pH has not fallen below pH 5.5. Below that pH,
Al toxicity could restrict crop growth.
CONCLUSIONS
l.

Nitrogen fertiliser recommendations are difficult to make.
history and soil testing give some help.

2.

Nitrogen gas (ammonia) can be lost from surface spread urea; but the loss
is usually less than 30% of the fertiliser applied. This may still retain
its economic advantage.

3.

To reduce
a)
or b)
or c)

4.

Othe r forms of nitrogen gas can be lost from wet soils. This should be
min imised by ensuring good drainage and maintaining good soil structure.
Crop residues should not be ploughed into a wet soil.

5.

The biggest loss of nitrogen from the soil is usually due to leaching.
The more intensive the land use, e.g. horticulture, the greater the
leaching loss. Leaching losses from intensive grazing systems can however
al so be 1a rge.

or

Cropping

gaseous losses from urea it should be;
applied at a low rate,
mixed into the soil,
washed into the soil by irrigation applied within 8 hours of
spreading.
d) if possible, applied immediately before heavy rain.
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6.

Leac hin g los ses from fert-i 1i sers can be reduced by;
a) ensuring that excessive rates of N are not applied,
b) using split appli cations of fertiliser,
c) ensur i ng that excessive rates of irrigation are not applied .

7.

Annonium fertilisers (particularly ammonium sulphate) produce an acid
soi l . Care should be taken when used continuously and soil pH should be
monitored regularly.
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Question:
When crop production is increased by applying nitrogen does it become necessary
to apply more of other types of fertiliser?
Keith Cameron:
Yes, there has been a considerable number of experiments conducted by the MAF in
New Zealand, and certainly overseas, that show that once crop production is
boosted by applying more nitrogen on a soil that is efficient in a number of
nutrients then we have to increase the rate of application of the other
nutrients too. Nevertheless, on many soils which have received superphosphate
fertiliser for a number of years, the residual soil fertility may be sufficient
to support the increased growth in the initial years.
Question
What time of the year were we conducting these nitrogen loss experiments, what
sort of soil and air temperature were they at the time?
Keith Cameron:
We have conducted these experiments at various times throughout the year and we
found that there is not a great deal of difference in terms of what time of the
year we test. However, when it is cold the gas takes longer to come off, so
instead of having a peak of gasses over the first two or three days , this loss
would be continuing at a lower level for perhaps two weeks. The total remains
almost the same, there seems to be a slightly lower loss in spring but it is
only marginal in terms of the loss in the autumn.
Question
Is there a difference in the amount of loss when urea is spread onto long
pasture or onto wheat?
Keith Cameron:
We have been spreading urea on short pasture because people often graze off the
pasture and then apply the fertiliser, We have still to run sufficiently
conclusive experiments to show that either the pasture plant or wheat plant
scrubs some of the ammonia which is coming from the fertiliser . I am sure it
must do as any pasture cover which is long and moist should be able to absorb at
least some of the gas coming off. I cannot give you figures because we have not
done the experiment yet, but we do intend to examine this.
Question
Is there a benefit in applying the fer ti liser in irrigation water?
Keith Cameron:
Again we have been conducting some research on this. There would probably be a
big saving if we can calculate how much to apply at each irrigation. There
would certainly be a big saving in terms of gaseous losses of urea because it
would be washed into the soil immediately. We would have to ensure that we do
not over-irrigate otherwise· we would remove that nutrient from the soil profile.
I think it is worthwhile mentioning the other work comparing urea with ammonium
sulphate and calcium nitrate in a fertigation type system, i.e. mixing
fertiliser in the irrigation water. It is showing that the ammonium sulphate
tends to acidify the soil underneath the dripper. Even with the urea there will
be some acidification.
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Horticulturist of the year
The Lincoln College Foundation for the last four years has offered a prize for
farmers and horticulturalists. The category each year has been different . The
first year was for irrigation, the second was for farmers who were on their
first five years on their first unit . Last year it was for sheep farming and
this year the trustees felt it was appropriate that it should be for
horticulture .
In terms of this year's award there were some problems in defining a
hort iculturalist. There are something like 26 different grower organisations in
hortic ulture covering a very wide field . The final definition used was a unit
speci alising in the production of one or more of the following areas: all types
of fruit , protective cropping , vegetables, nursery stock , tobacco and hops. A
horticultura list was defined as a person who either owns or operates the unit .
In t he case of multiple ownership an individual shall be nominated by the owners
to act as the unit representative and recipient of the award if successful. In
the case of a manager he must have substantial financial control and involvement
io the unit .
The people who entered this year represented a wide range of horticultural
activities. The judges are Sir William Dunlop the Chairman of the Foundation ,
Professo r Bruce Ross the Principal of Lincoln College and Mr Graham Robertson
representing the Chairman of the Lincoln College Farmers' Conference Committee.
The~ properties were inspected and all contestants we r e required to present 5
years accounts in confidence to the judges . The candidates were interviewed
individually by the judging panel on matters concerning their accounts and
horticultural activities. The final section of judging for each finalist is a
15 mi nute paper pre sented to the Lincoln College Farmers' Conference .
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Paul Kinzett
Blenhei m
Paul Kinzett has a Diploma in Horticulture from Hassey University a nd works in
partnership with his wife Kay. They purchased bare land at market value from
his father who had been growing tomatoes. Since then they have diversified into
carnations and alstroemaria and are developing a block of cherries for export .

The past five years have seen changes in our business from the traditional
growing of hothouse tomatoes and carnations . to a flower crop called
alstroemaria, and cherries which we feel have exciting export prospects for the
future.
My own role has changed from one of the day to day running to a purely
management situation.
The reasons for these changes have been my keen enthusiasm for the challenges I
find in the development and establishment that these particular horticultural
crops present , and as a member of t he Regional Development Council, I also have
the opportunity to encourage, by my support, other horticulturists who also see
the challenge in new horticultural ventures.
Five years ago our home property consisted of 40,000 square feet of glasshouse
area and 10,000 of shadecloth area, growing hothouse tomatoes for winter
production sold by auction in South Island markets, and cut flowers for all year
round production sold in New Zealand and export markets . Three years ago,
having purchased 20 acres across the road, we planted cherries in varieties
suited in particular for the Japanese market .

1G3

We have always been very careful not to over-cap1Lalise a particular land title .
\4e have 5 titles on the home property, each being an economic unit, which gives

us greater flexibility for borrowing for further development. With this in
mind, we purchased a further 15 acres 1 kilometre away to resite and update the
glasshouse property. We imported the very latest in glasshouse technology and
design from Holland, at half the price of the equivalent New Zealand built
glasshouse. The front 5 acres is planned for flower production with the
glasshouse positioned to enable substantial sideways expansion as necessary, and
will at a later date, be subdivided from the back 10 acres. We also leased a
further 10,000 square feet of glasshouse at this time to boost the cash flow and
enable us to complete the cherry and glasshouse programme. We were able, at
this stage, to afford to employ a glasshouse manager who lived on the property,
to take care of day to day running.
Winter production of tomatoes has provided 60% of the cash flow for our
development programme. We have been able to double our production with improved
techniques of growing in bags in a soil-less culture of peat and sawdus t and by
layering the crop as it grew onto steel frames giving greater working eff i cie ncy
and maximum light.
The oil crisis of the '70's forced us to convert from oil to coal for heating
an d we began to look toward crops that required little night tempe rature and
would be less labour intensive than tomatoes and carnations. While in Holland 8
years ago, we discovered a new commercial flower crop called alstroemaria, that
we felt would meet these requirements. We were the first commercial growers in
New Zealand to grow these rhizomes under licence to a Dutch firm and we were to
encounter numerous hurdles to gain acceptance by New Zealand f lorists to use
this relatively unknown flower. However, today we market sucessfully thoughout
the country and export to Canada and Japan between November and April.
Two years ago we obtained an export suspensory loan to increase alstroemaria
production. It is our aim this year to boost production with the importing of
more colours to supplement the pink and yellow we presently have. We tried
hybridising unsuccessfully only to find the Dutch used irradiation to breed new
colours which made the flowers sterile. We are currently working on a tissue
culture progamme for their multiplication. For exporting, the alstroemar i a is
picked daily in tight bud, graded and bunched in 10's then sl eeved and stored in
a coolstore at 1 degree above freezing ready for despatch.
A glasshouse we imported 18 months ago was selected for design features of
providing 50% ventilation in the roof as opposed to only 20% in most other
glasshouse designs. It has 3 metre high walls; automatic thermal screens and it
arrives in complete kitset form. At pesent we have two-thirds planted in
standard carnations and one-third in alstroemaria. We have not expanded in
carnation production because they are so very labour intensi ve and cannot stand
any delays in transit to a destination. Despatch of large quantities of product
at a time when competition for space on planes is keen and the fact tha t they
cannot be freighted with fru~t because of the wilting caused by ethylene gas
given off by fruit makes the arrival of perfect flower overseas an uncertainty.
All our production is absorbed by the local demand and Wellington aution market.
The thermal screens provide 55% shade in summer when fully across and with the
added use of overhead misting, we can achieve temperatues l ower than those
outside, improving working conditions and helping maintain quality of blooms
which is quickly lost in our summer heat. Use of the screen as a thermal
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blanket in winter can reduce heating costs by 43% A computer in the packing
shed controls motor units to open and close the vents and screens as are
necessary acccording to temperature and wind speed.
All the flowers require pre-cooling to remove field heat after being picked and
are stored at l degree above freezing before their despatch.
In our environmentally controlled propagation unit we propagate our own
carnation cuttings taken from imported mother stock plants. In order to fu l ly
utilise this facility, we have also propagated under contract, green tipped
grapes, kiwifruit and lemons. For 3 years we ran the successful promotion of
potted carnation plants with coloured labels in a wide variety of colours for a
South Island supermarket chain.
Our cherry orchard has semi-intensive planting in varieties suited to stand
fumigation by methyl bromide for the Japanese market. We hope to achieve
harvest of a small commercial crop this year. Covering the cherries for
protection against the rain is essential to ensure an economic harvest and we
plan to begin covering in 2 years. This will be expensive, but virtually
guarantee the crop against splitting from rain exposure.
The Rainier Cherry is keenly sort after by the Japanese bet'ause it is a clear
flesh cherry; very similar to one of their dominant varieties, "Sato Niski".
The recent access for New Zealand cherries to the lucrative off-season market in
Japan is a major break through for the cherry industry in this country and has
opened up new areas of opportunity for cherry growing. Official Japanese
approval for a commercial fumigation treatment plant in Blenheim to pave the way
for cherry exports to Japan means an opening now exists to increase production
of New Zealand cherries to meet the demand for the Japanese market.
Cherries are a most significant fruit crop in Japan and New Zealand fresh
cherries will be exported to Japan in the traditional gift-giving time of New
Year and therefore become a high value out-of-season fruit. Marlborough, with
its low rainfall, high summer sunshine hours, cold dry winters and free-draining
soils, is ideally suited to cherry growing.
I am now fully committed to the cherry industry with my own 20 acres and recent
commitment to the orchard management of a $1.25 million sydicated cherry
development. In this new development we have planted in the past week 21,000
trees on a 28 acre block in the Tatura Trellis system. The advantages of such a
system over conventional planting methods are;
a)

the trees come into production and bear earlier producing high yields of
good quality fruit unequalled by any other existing method,

b)

the cherry trees are planted closely to restrict root growth and contro l
the size of the tree so that dwarfing rootstock are not needed,

c)

the effective yield from the land is double that from a normal cherry
orchard,

d)

harvesting is cheaper because all of the fruit is lined up in a plane
and most can be reached from the ground,

e)

labour need be less skilled because of uniformity of tree shape and
limb position leads to simplicity of instructions,
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f)

adequate, uniform light distribution down the fruiting plane helps to
assure good fruit quality.

In New Zealand, cherry trees have traditionally been trained to a multi-leader
vase shape; grown into large trees and begin to crop when 5 or 6 years old. In
the Tatura system in Australia, in the first 5 years they have picked 86 tonnes
to the hectare. Successful experiments have taken place on our orchard to test
the growth regulator P.P.333 to shorten the inter nodes and keep the tree at a
manageable size.
To cope with the Japanese demands for perfection Marlborough Fruit Producers, a
15 member cherry growers co-operative of which I am a financial member and
director, have commited nearly $1 million to off-orchard facilities, which
include an elaborate fumigation chamber and grading and sizing equipment .
Quality control is the prime motivation behind Marlborough Fruit Producers
planning. The hydro-coolers and water-borne handling are programmed to deliver
a top product to Japan.
I have always endeavoured to run our business on a long term basis so that the
purchase of assets provides a platform for future growth. Our strength is not
the achievement of profits, but rather the extent of which that profit enhances
the scope of the new investments.
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Murray Turner
Ku row
Murray Turner has a Diploma in Horticulture from Lincoln College. The Turner
family were originally apricot growers on the steep hillsides of Horotane Valley
near Christchurch.

Introduction
Waitaki Orchard is a three-way family partnership; father and two sons of whom I
am the representative partner.
Physical Description
Waitaki Orchard is located at Kurow, North Otago , 180m above sea level. Our
total land area is 24 hectares, average annual rainfall 325mm and soil type
Otiake silt loam.
Background
Waitaki Orchard was developed in the early 1970's by Waitaki Industries as a
means of diversification. 7000 apricot trees totalli ng 22 hectares were planted
over a three year period. All were under trickle irrigation and destined for
processing . However Waitaki Industries had trouble implementing their ideas and
the orchard was subsequently sold to us in August 1977.
We were confident the property had i mmense potential . My father had a lifetime
orchard experience, my brother and I had horticultural qualifications with
enthusiasm for orcharding . We had purchased the orchard at a realistic price on
a depressed market. With projected production figures rising from 30 tonnes t o
500 tonnes of apricots within eight years the orchard was rapidly coming into
production .
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A need for calculated expansion in areas such as, marketing, post harvest
handling facilities, increased labour and amenities, and finance were prime
factors to be considered in the orchards diversification and redevelopment and
ultimately its profitability.
Illlllediate Problems
On t aking possession of the property we were faced with 3 immediate problems, no
frost protection, no shelter and no pest and disease control. Previous
developers had not installed any frost protection or shelter belts in the belief
air drainage down the valley would act as natural frost control. However our
first harvest season convinced us this was no solution to the production of high
quality fruit.
In 1978 we installed overhead frost protection on 12 ha to give us crop
assurance on half of the property. At the same time we planted several thousand
metres of Lombardy Poplar shelter trees dividing the orchard into 1 hectare
blocks.
Poor orchard hygiene had left 20% of the trees infected with silverleaf disease.
These t rees were illlllediately removed and with a full orchard spray prograllllle,
weed , 1d pest control was established.
OBJECTIVES
Disease Control
Having removed 1400 trees with silverleaf, a fungal disease entering trees
through open pruning cuts and ultimately resulting in the trees death, it was
obvious this was a serious problem in this district.
Inquiries into silverleaf prevention revealed special pneumatic secateurs
capable of spraying a protective fungicide immediately onto each pruning cut,
were on trial at Waite Agricultural Research Centre in South Australia. As this
was our only practical solution we imported experimental sets of these secateurs
on the understanding we would carry out further trial silverleaf protection work
for the Australian researchers and Swiss maufacturers. Results from our last 8
years work have given us a 99% control over new silverleaf infection. These
secateurs are now available commercially throughout the world.
MARKETING
Process Cannery Supply
Having no post harvest handling facilities we continued to supply a process
cannery in our first two seasons. The proces cannery could give us guaranteed
returns but not enough to turn the orchard into a viable operation. Ceasing
cannery supply meant new markets had to be well researched.
Roadside Market
With construction of a roadside market in our first year has proved to be a
valuable asset in early season cash flow. Over the last 8 years we have
continued to expand this outlet and it now sells a large volume of fruit and
vegetables.
Dried Apricots
Realising an immediate need to increase the orchard profitability, we saw the
drying of apricots as a means of achieving maximum return on our fruit. With a
great deal of our own research carried out in New Zealand and Australia on
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market demands and technical production we began drying apricots in the summer
of 1980. A special apricot splitter was imported from Australia and a small
process factory established.
The process of drying apricots is quite simple;
1.

All the fruit is picked at maximum tree ripeness, ensuring high sugar
levels essential for a quality product,

2.

the fruit is mechanically split and the apricot halves are hand-placed
on wooden trays,

3.

the pallets are stacked and rock sulphur is burnt through them as a
preservative,

4.

the trays are then spread out inside plastic air-inflated, fixed drying
structures. These are used to intensify the heat and for weather
protection, average daily temperatures inside will exceed 50° C,

5.

the whole process takes five days to complete.

Our first year had its problems, but gave us accurate costings and returns to
work from. For the next season we built cold storage facilities plus expanded
our factory and equipment so a greater volume of fruit could be processed.
Only certain apricot cultivars make quality dried fruit so these get preference
to be processed. Currently we are drying 50% of our apricot crop. Our dried
product is distributed and exported by one agent throughout New Zealand,
Australia, Japan and the U.S. Being able to supply, process and market gave us
total control over our product. To date dried fruit has achieved our highest
consistent financial returns.
Fresh Domestic Supply
Apricot cultivars that are not suited for drying are ideal for fresh market
consumption. Following discussion in 1980 and a successful trial shipment, a
market was established for direct bulk bin supply to a supermarket chain
operating throughout the South Island. This modern marketing approach gave us a
guaranteed market and price with freedom from commissions, levies and widely
fluctuating returns synonomous with the auction market system.
Export
In 1984 market access opened into Australia for New Zealand apricots, our dollar
was worth 62 Australian cents and market prospects were promising. Six weeks
prior to harvest in 1985 we constructed a 5000 square foot packhouse complex and
began packing fruit for the Australian and American markets. Returns were
excellent and the product well received.
Pulp Processing
In 1984 discussions with a marketing consultant from a local fruit processing
company, who had pioneered a special type of fruit pulp, resulted in a valuable
outlet for apricots unsuited to export, drying or the domestic market. This
pulp is now being sold throughout New Zealand, Australia and South East Asia.
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Percentage of Market Distribution For Apricots

I

Market

1978
%

1981
%

1985
%

Process Cannery

95

5

5

Roadside Market

5

5

5

Dried Apricots

34

49

Fresh Domestic

56

28

Export

9

Pulp Process

4

Apricot Production
(tonnes)

30

78
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Diversification and Redevelopment
With the entire orchard planted solely in apricot trees, it was decided that
other crops would have to be planted enabling us to spread our financial risk
and make more efficient use of our labour and machinery. A total of 8 hectares
of undesireable apricot cultivars was removed beginning in 1980 and during the
next three years.
A small trial area of stonefruit trees was established using different varieties
and cultivars supplied by the DS!R, MAF and private companies. These trees were
planted on various training systems and evaluated for fruit quality and
production. This work has been the basis of our own redevelopment and results
have been used to benefit New Zealand's stonefruit industry.
In 1982 we established a fruit and shelter tree nursery. Primarily this was to
s upply the large quantity of trees needed to replant our redevelopment blocks,
but also for commercial sales to give valuable cash for this work to be carried
o~t.
Growi ng our own trees gave us quality control over plant material.
Financially this represented a cash saving to us of $30,000.
Replanting was completed in 1984. Eight hectares of improved apricot cultivars,
peaches and nectarines were established using a central leader intensive system
at a thousand trees per hectare.
With the remaining ten hectares of orchard still without frost protection,
research obtained while I was working under a horticultural exchange scheme in
Washingto n State, U.S.A., showed under-tree sprinklers were a proven method of
controlling frost in areas with a marginal frost risk.
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Subsequent trial work I carried out on my return to New Zealand highlighted
advantages over over-tree frost control . These included;
1.

half the installation cost,

2.

irrigation and frost protection were under-tree which eliminated
diseases that were being spread by over-tree sprinklers,

3.

a much lower rate of water used per hectare for frost control avoiding
risks of waterlogging soil.

4.

fertiliser could easily be injected through the system.

Convinced of these advantages we installed 10 ha of under-tree sprinklers in
1984. So far we have had excellent results and feel this system has been
ideally suited to our climate .
Labour
In our first three years all orchard work was undertaken by partnership with
approximately 6 seasonal staff drawn from the local community. As our
production and various market outlets have increased we now employ two permane nt
men and over 60 seasonal staff. A return each year of a reliable local labour
force has been a key factor in the smooth operation of our business. Howeve r ,
this now accounts for only half of our total staff requirements.
The balance now have to be drawn from outside the area . These people are
accommodated at the local motor camp. The cost of us paying short term rental s
outweighted the cost of the constr uction and maintenance of accommodation blocks
on our own orchard.
Our permanent staff have been kept closely involved in all aspects of management
and development. We feel this has created enthusiasm and a sense of achievement
as a team . Seasonal activities such as pruning and fruit thinning have alway s
been paid for on a hourly basis.
However the development of our own piecework sys t em for fruit harvesting where
daily pi cker production is electronically weighed and recorded has given us ou r
best return per labour dollar . Not only has this allowed very accurate crop
recording, wage forecasting and simplified staff supervision but has given
overall incentive to individual workers to perfor:n their best and be paid
accordingly .
Our process factory also operates production bonus incentives .
Finance
Gross sales in our first three years were very small and made our ability to
borrow finance and service debts very difficult. With increas~d production and
our change in market policy gross sa l es increased 500% in our fourth year. This
enabled us to borrow more development money, service loans and reinvest capital
surpluses back into the property. Major funding such as frost control, cold
storage and packhouse development have been accommodated through the Rural Bank.
Seasonal finance is arranged with our trading ban k.
One of our biggest financial savings has been our partnership, long hours of
hard work, innovativeness and special abilities of each partner which have kept
expenses down and loans to a minimum .
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Sunmary
Our total production is now market led. By developing a range of markets for
our product we have freed ourselves from normal market constraints . We now have
t he flexibility with each changing season to divert our crop to the area that
wil l gi ve the best long term results. By keeping in close contact with our
buyer s we have been able to follow our product through to the consumer. Thi s
has enabled us to quickly adapt to market changes .
With conservative financial management, sound production techniques and a
rel i a~le labou r force we have now established a profitable business and a sense
of achievement for our partnership which has given us a firm base for future
expans ion.
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Lindsay Eder
Woodend
Lindsay Eder represents the family partnership which gained prominence for
innovation in the early days of the black currant industry. He has an
impressive record in community activity and also as a representative on many
horticultural producer councils.

Our business is run as a family partnership with my father and brother. Our
registered trade name is "Pinelands". We are located at Woodend which is
fifteen miles north of Christchurch and one mile from the sea. David's wife,
Nola , is involved in the asparagus and kiwifruit production. My wife, Marilyn,
handles all the office administration, including wages, accounts and statistics.
In addition to ourselves we employ seven permanent staff and on average eight
semi-permanents with extras for peak work periods. Our crop and labour
management programmes are organised so that we are always harvesting or
marketing every month of the year to ensure continual cash flow.
Our unit comprises 182 hectares, with 131 hectares under cultivation, and ranges
from sand to clay and shingle to good fertile silt loams.

173
Production and Marketing
Producing for the local markets from Wellington to Invercargill, has always been
the backbone of our business and direct daily contact with sales personnel has
always been of paramount importance to our marketing strategy. Reading any
fresh vegetable market is difficult but success and being profitable in a mar ket
that is perpetually oversupplied required great skill and a certain amount of
luck. The restrictions of the local market, that is their ability to take
greater quantities, saw a move into exporting back in the early 1970's, involved
with fresh asparagus and frozen black currants, then frozen onions and later
into process grade strawberries, kiwifruit and fresh and dehydrated onions and
herbs .
The management responsibilities are shared with my father who runs the asparagus
and onion processing operations, David's main areas are spraying and the
overseas marketing, while I handle local marketing and jointly David and I
organise the day to day and long term operational decisions . Continual
appraisal of our budgets and operational procedure along with in-depth study of
different market potential coupled with the ability to change quickly and
decisively have enabled us to keep abreast with the latest developments and
technology .
Irrigation is a vital part of our business with the entire cultivated area of
131 hectares being able to be irrigated . 50 hectares are under solid set, that
is, permanent sprinkler irrigation. Four wells are complemented by a 200 h. p.
eight inch pump drawing from a disused shingle pit enabling us to irrigate or
frost protect 28 hectares at any one time.
Kiwifruit was first established five years ago on a trial basis. Official
advice indicated that the climate would be unsuitable so a small trial area of
half a hectare was established in 1981. Although growth was slow initially it
now appears to compare satisfactorily with northern plantings. For the last two
years DSIR have used the area for mechanical pollination trials as it is the
only producing unit in New Zealand which is isolated from other units by three
miles , that is, bee flying distance. With the expected shortage of bees in the
North Island these trials have been most successful in developing artificial
pollination techniques . Production was intended for the early local market but
extremely low prices have encouraged a movement into exporting with a small
quantity being consigned this year. The use of ethrel in Nelson has meant our
natural climatic advantage has been lost so next year we will be using a
ripening agent also.
Five years ago a decision was taken that altered the direction of our business.
Difficulties in exporting had always been apparent with the remoteness of New
Zealand from the market place and the subsequent cost of freight being the major
r estrictions. Dehydration was seen as the logical answer. Supply to an
established plant soon led to a closer involvement. We are now part owners of
Hi ghfield Herbs and are represented on the board of directors. The Company has
embarked on an expansion programme in the last two years , firstly building a new
600 sq metre factory and secondly moving from diesel as a source of energy to
coal, effecting a saving of 75% in fuel costs in the first year from $100,000
down to $25,000. The entire cost of the programme being around i million
dollars.
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This season several hundred tonnes of onions, garlic and a range of herbs are
being processed at the factory for the local and export markets. Our
involvement on the production side is in onions, sweet basil, coriander,
spinach, French tarragon and garlic. The Company, whilst well established on
the local New Zealand market, is now looking to expand its markets overseas to
better utilise our facility and the considerable expertise we have built up in
drying a wide range of delicate herbs. Adding value by dehydration, reducing
weight and therefore freight costs and reducing storage costs all add to
benefits of this sunrise industry in New Zealand.
Specialisation is one key to success, however, it is necessary to specialise in
more than one commodity so as not to have all your veges in one basket so to
speak. With the change in direction, and the user pays principal of the MAF a
priority list of involvement has been produced by the Christchurch office which
sees the activities of the horticultural advisory staff directed towards
increasing the nett export earnings for New Zealand from the horticultural
sector.
In the Canterbury area herb production is in the top five of that list and
indicates the huge potential for the production of fresh, culinary, aromatic,
medicinal, concentrated and dehydrated herbs in this area. With the greater
awareness by consumers of what they are eating the beneficial properties of
herbs are being rediscovered and are replacing the medicines and vitamins now
supplied in bottles.
"Pinelands Kool Corn" has been successfully launched over the last two seasons.
Demand for "Kool Corn" has resulted in increased production from 630,000 cobs in
1985 to 1,500,000 cobs in 1986 which statistically means one person in two in
New Zealand eats "Kool Corn". The super sweetness and longer shelf life are the
main features. In ordinary corn 50% of the sugar changes to starch within
twenty-four hours, whereas "Pinelands Kool Corn" takes ten days for this to
happen and it is ten times sweeter as well.
Mechanical harvesting at 3-4 cobs per second with a special fresh market corn
picker followed by speedy packaging and cooling ensures top quality cobs on the
market floor. Identifying each cob with a special "Kool Corn" sticker ensured
easy point of sale, consumer identification and enabled our promotional
campaign, which encompassed poster, radio commercial, paper and TV advertising,
to be very successful. The gross margin on corn is $779.55 per hectare. We
employed a professional marketing person who prepared the programme, implemented
it and ensured everything happened at the right time. A large proportion of the
market research was done by a Lincoln College horticultural management student
doing his field test. The information he collected formed the basis of our
marketing plan and was presented in a very professional way.
This coming season we will folow our trial shipments of fresh corn to Japan with
more extensive shipments in an endeavour to enter this large and lucrative
market. Our corn was well received but had dried a little and the husks had
browned which detracted from their eye appeal. With improvements in packaging
and refrigeration we are confident of entering a potentially huge export market.
Encouraged by this promotional success we are currently putting a package
together to do a similar campaign with asparagus for ourselves and the N.Z.
Asparagus Council will use a similar programme t o promote asparagus throughout
New Zealand. Asparagus has been exported fresh by "Pinelands" for twelve
consecutive years until last year when the dolla r value made it unprofitable.
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Asparagus is highly labour intensive and very perishable, however in an attempt
to upmarket it we plan to improve its presentation from the usual bulk or
bunching to tray packs with cling wrap.
Black currants have been an important part of our business. We were one of the
pioneers in this new industry in 1969. After two season we purchased the first
black currant straddle harvester from the United Kingdom to come to New Zealand.
In 1979 300 tonnes were produced necessitating the purchase of a second
harvester. However with declining prices the area has been reduced from 53
hectares to 12 hectares. In 1979 black currants were $1.00 per kg for juicing
grade, last season they were 60 cents. Most production is now going to local
processors with little for export.
Barkers Wines of Geraldine and Beecham N.Z. of Auckland both market black
currant concentrate and single strength drinks in bottle and tetra-pak
containers. Black currants contain 3 - 4 times the level of vitamin C of
oranges and one 250 ml tetra-pak of Beechams "Ribena" contains three times the
daily requirement of vitamin C.
Onion production for fresh and processing requires a substantial tonnage to be
produced off farm under contract. Marketing is carried out over the full year
with emphasis on early production and maximising yield. Onions and most produce
are handled in bulk.
In order to meet the early and usually more profitable market we have
experimented with fluid drilling and production under clear plastic mulch.
Fluid drilling entails germinating seed in a hot water tank and then sowing the
sprouted seed in a gel which protects the tender sprout. This technique is
benefical in establishing crops in cold conditions and is used in conjunction
wi t h clear plastic perforated mulch which acts as a mini-glasshouse in warming
the soil giv i ng crops a head start of between .two to four weeks.
We produce a variety of crops under plastic including potatoes, carrots, onions,
pumpkins and corn. For corn the plastic may be split to allow the crop to come
through. Most other crops require the plastic to be removed at a predetermined
stage of growth. Failure to do this results in excessive vegetative growth and
l i ttle production.
Early potatoes are grown for the local market. Only the best potato seed,
pathogen tested seed, is used to ensure maximum vigour for early emergence and
ma ximum early yield. Clear plastic mulch is used to cover the rows until the
emergence of the tops to a certain stage and then the plastic is removed. By
doing this digging time is advanced by approximately three weeks. Frost
protection with overhead sprinklers is necessary.
Pumpk i ns are usually a dime a dozen so the only way to make money out of
pumpkins is to have them ready before everyone else of have them after everyone
else's have gone rotten. So pumpkins are produced under plastic the same as the
potatoes to catch the early market, and for the late market we pre-wash and then
dip all pumpkins in a magical solution that prevents decay of any sort and then
store them in a temperature controlled store room to ensure they keep well.
More conventional air or tunnel houses are used for the produc .ion of sweet
basil for fresh export and early carrots for the local market. Until the dollar
became too strong the sweet basil was a very lucrative crop producing $15,000
gross from 672 sq metres of air house area. On a per hectare basis this would
equate to $223,000 per ha.
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Strawberries have been a very labour intensive crop and while reasonably
profitable have been discarded because of declining returns from Australia
because of our dollar value and the sheer hassle of organising up to one hund red
pic kers.
I have spoken only briefly about the most important crops, our main effort wi ll
be to continue to improve the presentation of our products, be innovative when
it comes to marketing and look for new or different ways of reaching a pea k of
perfection especially in our packaging.
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Lincoln College Foundation Award Presentation
Sir William Dunlop
Chairman on the Foundation and Judging Panel.
I thank the Lincoln College Farmers' Conference Committee for the opportunity to
make this presentation in conjunction with the conference. Quite obviously we
need a group of people for the contestants to speak to.
I also thank MAF and Rural Bank staff who have assisted in the judging this
year. Mr Neil Gow for the four years has given some continuity in judging the
different rural fields of activity. This time we also had a horticulture
specialist and so we thank Mr Graham Thiele of Lincoln College for his help.
All the contestants, and especially the three finalists, were very good in the
c0ntext of good profit, investigating markets, technical efficiency, financial
management and production planning. On finer considerations the judging panel
was unanimous in deciding the award should be made to Mr Lindsay Eder.

Lincoln
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Lincoln

College Centennial

Award

1986

Professor Andrew Sykes, Head of Animal Sciences Group, Lincoln College,
Past President of the N.Z.S.A.P.

This award was instigated by the New Zealand Society of Animal Production in
1978, to mark the College Centennial, and it is presented each year at the
Farmers Conference to a farmer who has made a notable contribution to Lincoln
College , either by hosting student field trips with livestock emphasis, or by
involvement in student farm practical work.
Perhaps if I can digress at this stage and say how important for the College and
for our teaching is the contribution that we continually receive from farmers.
In our teaching we are quite skilled at putting across new technology and
explaining new technology. We can develop inquisitive minds, enquiring minds
and sometimes overdo it to the extent that it is difficult to persuade young
farmers that what we are saying has some relevance. It is extremely valuable to
be able to go out into the farming community and see this being put into
practice . That perhaps understates the situation because we are well aware that
many of the developments in livestock industries are actually initiated on farms
and we simply act as the go-between in helping to transfer the technology and
know-how.
The New Zealand Society of Animal Production has about 700 members, comprised of
research scientists in institutions such as Ruakura, Wallaceville, DSIR,
adv isers in the Advisory Service Division of MAF and university teachers. There
is an annual forum where we discuss new technology and developments from old
technology. Discussion ranges from embryo transfer through to advances in
grazing management.
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The recipient of the award for 1986 is Nelson J. Cook of Kowhitirangi, West
Coast.
Nelson Cook and Lincoln College first became associated in the early 1970's when
B.Com.Ag. and Dip.F.M. students toured to the West Coast. The major purpose of
these class visits to Nelson Cook's property was to investigate the production
achievements and management practices that made him one of the top dairy farmer s
in the South Island. During the 1970's dairy farming conditions on the West
Coast were the closest to those in the Waikato and Taranaki available to Lincoln
College without actually having to go there. The College's association with
Nelson continued until 1982/83 when field tours were switched to the
Nelson-Marlborough area.
Historical records show that Nelson took over the management and ownership of
the family farm in the late 1950's at the tender age of 20 years. At that stage
total production from the unit was in the order of 13,500 kg milkfat/annum.
From that time onwards bush blocks were purchased and developed at different
stages. By 1976 the first bush block, purchased in 1970, had been fully
established as a dairy unit. At this stage Nelson was milking 225 cows and
producing 2500 kg of milkfat/annum on the two units. Further land was purchased
in 1978 and two further farm units were established - one to become a dry stoc k
unit for growing out replacement stock for the milking herd and the sale of
surplus stock, the other - another bush block - was brought into production as a
further milking unit in 1982/83.
Today Nelson has four farms, 3 milking and one dry stock unit carrying a total
of 425 cows and producing a total of 72,000 kg milkfat/annum. On these units
Nelson has been able to give 2 sharemilkers and his eldest son opportunities to
involve themselves in day to day dairy farm management.
His performance levels both on a per cow and a per hectare basis have been
achieved through good, efficient cow management and husbandry and an
understanding of good grassland management. In all these areas, his performance
levels are well in excess of Westland district averages. At present the two
longer established units are producing 300 kg MF/ha and 190 kg MF/cow (100 kg/ha
and 60 kg/cow above the district average) at an above district average stocking
rate. On the new block, in just its third milking season, production levels are
already at the district average. These production figures equate very
favourably with Waikato figures of 400 kg milkfat/ha and 158 kg milkfat/cow,
allowing for the harsher spring environment and the higher Waikato stocking
rate.
There was a twofold objective of student visits to Nelson Cook's property. The
first was to study the management and husbandry which enables him to
consistently produce at these high levels. A notable feature to the student of
animal management has been the way in which Nelson established target bodyweight
and monitored the bodyweight gain of his young stock - a decade in advance of
the now well established practice. Secondly, to study the planning involved
with land development - the integration of physical and financial planning
towards development of highly productive pastures and well grown young stock.
Further, the students were encouraged to discuss aspects of Nelson's labour
management and in particular how the "mini discussion group" conducted with his
farm staff and sharemilkers operated as a means of informing and involving them
in the overa l l management.
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Nelson cook is a worthy recipient of the Lincoln College Centennial Award.
Strengths he possesses and the example he demonstrated to several hundred
College students include:
his ability to think clearly and to communicate his ideas to students
and staff alike. A particular example remembered by one of the staff
members visiting with the students was Nelson Cook's questions and
challenges about the relevance of the Dairy Board size selection scheme
and the lack of foresight in not including temperament and conformation
aspects of the cow.
the foresight he has shown in his land development work.
his questioning mind and the confidence he has brought to bear in
challenging new ideas and the way he has investigated these. For
example, he would run half paddock trials for fertiliser application,
etc.
-

the excellence of his stock records.

These abilities, have been previously recognised, in 1976 by the presentation of
the A.C. Cameron Award and in 1980, when he received the Grasslands Association
Dairy Farm award.
Nelson's abilities are not just confined to the farm, he has been a local body
County Councillor since 1980, the Chairman of the Westland Veterinary Club since
1976, and is past President of the Westland A &P Show, and of the local Young
Farmers Club. He is currently a Council member of the Friesian Breed Society.
As Nelson would tell you, behind every successful man is a woman - in his case
his wife Jan. Together they have put together the notable achievements in dairy
farm production and management and land development which was the prime
objectives of Lincoln College student visits.
It is for these achievements that Nelson Cook has been awarded the Lincoln
College Centennial Award.

Nelson Cook

I do thank you for the comments that were made on behalf of my wife, she is very
much part of the family unit. I feel very humble because I have received a lot
of advice and sought a lot of help from other people to get where I am.
Anything that I have passed on to students was something I felt I should do. If
any of you get that opportunity, you must take it, because they are young, they
are enthusiastic and they pass those pieces on to you. I am sure each time when
they left I was a much wiser and more open minded man than when they arrived.

Invitation
guest
speaker
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Sir Ronald Trotter, Chairman and Chief Executive
Fletcher Challenge Limited

Farming Has A Future
It is a pleasure and an honour to be here as your guest speaker today. Over the
past two days you have had some impressive contributions from highly qualified
people on a full ran!J"l of farming topics. Farming has never been in greater
need of a diversity of expertise and wisdom in facing the challenges ahead of
it.
In his letter of invitation, the Chairman of your local steering committee
i ndicated that the aim of your conference was to get some concrete, worthwhile
answers to farming problems, not "a mass of emotional clap-trap, which many
farming commentators seem to be producing at the moment". He asked me to talk
about the position of New Zealand farming in the world agricultural market, the
gene ral approaches needed by all parties to the current problems, and the future
of farming in this country.
I thoroughly applaud those attitudes and the interest in a realistic
stock-taking of New Zealand agriculture. Long experience has taught me that
farmers, their families and those connected with the industry are
ext radordinarily resilient and adaptable people. They have faced many previous
rough patches and survived. For some categories of farmers, the present patch
looks likely to be the roughest most of us can remember. A great deal of
determination and good management will be needed to get through it. We stand a
better chance of finding the way and succeeding if we are first pre pared to
recognise some pretty grim realities.
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The first hard fact is that international commodity prices have not risen \'/ itb
the world economic recovery in recent years and farmers everywhere are in
trouble, as other speakers have mentioned. It is of little relevance to ob;er ve
that the one third of our lamb exports sold at Smithfield is fetching reas onan 1e
prices when another third sold in Iran is at rock bottom levels.
The general picture is that global agricultural output has risen dramatic ally
since the early 1970's and is continuing to rise. Together perhaps with
changing tastes, this trend has had an inevitable impact on prices. By early
1986, commodity prices were at their lowest levels in recorded history in
relation to the prices of manufactured goods and services. New Zealand's terms
of trade, which are of course independent of the level of the exchange rate, are
currently at their lowest level for a decade. Short of creating a New Zealand
version of a Common Agricultural Policy, which we could never afford, there is
no way our farming industry could have been isolated from these trends. I
believe there is a structural over-supply of some agricultural commodities whi ch
will not change rapidly, if at all.
The second hard fact is of New Zealand's own making. Past policies drove
production of some commodities and the value of some assets, particularly 13nd,
far beyond realistic levels. Production patterns became detached from marke t
realities, and low market returns were artificially compensated by transitory
capital gains arising from high inflation and suppressed interest rates. The
economic traffic signals from Wellington were set on green while the market
signals were red. The result was an inevitable pile up in the coolstores. Once
we noticed that it cost three lambs to purchase what it used to cost two, we
should have reduced our production of lambs and put our resources elsewhere.
Any chief executive who reacted to a fall in the profitability of one of the
firm's products by increasing the output of that product could normally expect
to enjoy an early retirement.
I have little sympathy for the view of some townsfolk that farmers should have
foreseen the collision and only have themselves to blame for their plight.
Perhaps some of their producer board experts should have had such foresight.
Farmers were basically responding to the incentives generated by a set of
policies which grossly distorted the use of resources in the sector. Some were
far-sighted enough to judge that policies, such as SMP's, were unsustainable,
and avoided riskier investment and financing decisions. But strong incentives,
even perverse ones, are bound to affect people's decision-making. If you want
to change behaviour, you have to change the incentives. The distortions and
perverse incentives in the farming sector were, of course, only part of a
pervasive set of confused signals which affected every corner of the New Zealand
economy.
Hardworking, thrifty New Zealanders were frequently led to apply
their efforts and savings to activities which yielded abysmal returns from the
national point of view.
One well known measure of New Zealand's economic performance is our fall in the
world league table of living standards, as measured by per capita GDP, from
third position to around thirtieth in thirty years. In the decade to 1982, our
per capita income actually declines, almost certainly an unprecedented stati st ic
for an OECD country. In the same decade World Bank statistics show that, f or
the 156 countries for which data were available, 125 achieved higher rates of
growth than New Zealand while only 30, mostly in Africa performed more poo r l) .
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Anot her indicator of a country's performance is its exchange rate, since over
th e long term (not the short term) this basically reflects its productivity
g1·owth and inflation performance. Our dollar was fast becoming the peso of the
South Pacific. Its value fell on the Reserve Bank's trade wei ghted index from
133.2 in June 1974 to 62.7 just before the dollar was floa t ed in Marc~ last
j ' .. J r .
In terms of the United States dollar, our unit has fallen to nearly one
t hi rd of its 1974 value of $US1.47. There are still people around who think
that all would be well if only we could devalue our currency still further. For
them the "right" level seems at present to be about US50 cents - apparently
regardles of what happens to currencies other than the United States dollar!
But as this glance at the experience of the last decade and a half surely shows,
the exchange rate is a symptom rather than a cause of our problems of
competitiveness .
What happened over that period was basically that we allowed our spending to
outstrip our income, and we allowed our cost and price structure to get out of
l i ne with the rest of the world. Our inflation rate was 50% higher and our rate
of productivity growth was more than 50% lower than the rates of our trading
partners. That was the period when our real exchange rate was unambiguously
overvalued in relation to the economy's performance.
Farmers recognised that the true causes of our competitiveness problem lay in
our domestic costs and prices and our unsatisfactory productivity record.
believe they continue to show a more sophisticated understanding of the issues
than many other groups. They have maintained support for a monetary policy and
exchange rate regime which promises to eliminate inflation rather than just
suppress it temporarily, and which will restore external balance provided other
responses in the economy are compatible.
What can be said about the present level of the New Zealand dollar? One thought
to reflect upon is that for every trader, borrower or investor who thinks it is
too high, there is another who thinks it is too low, which is why it is where it
is. If people are so sure that our dollar should fall, they should put their
mo ney where their mouth is, buy foreign currency and stand by to make a bundle.
Most forecasters are picking the balance of payments deficit to fall quite
sharply over the next twelve months. The latest Quarterly Predictions by the
Institute of Economic Research suggest that export volumes will continue to grow
by 2 - 3 percent in 1986/87 and imports will decline by 5 percent. Their
es timate is for a balance of payments deficit of under $1 billion or around 2
percent of GDP by March, 1987. They forecast no change in the real exchange
rate , that is to say the nominal exchange rate adjusted for comparative rates of
i nflation at home and abroad.
The real exchange rate is now around its pre-devaluation level, a level which
was clearly too high at the time, although that view was not universally held.
In the light of subsequent developments that benchmark has probably become less
useful for assessing a longer run "equilibrium" value. The economy is
undergoing major structural changes, the fall in oil prices has significantly
reduced our import bill, and the import payments associated with the "Think Big"
projects have fallen away. The projects are now earning or saving foreign
exchange albeit at low rates of profit, and are thus affecting the exchange rate
and the ability of other sectors to compete for resources. It is therefore as
hazardous to argue that market participants are wrong in the ir judgements about
t he price of foreign exchange as it is to argue that the price of cabbages or
any other commodity is out of line.
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Provided the firm monetary environment is mainta i ned it seems clear that
inflation in New Zealand will follow overseas trends downwards, and the
cost-plus mentality is starting to break up. The non-accommodating enviro nment
is putting pressure on many firms. As a matter of survival many are being
forced to find ways of taking large chunks out of their cost structures.
Invoices are being returned with refusals to accept price increases. This
process has to go much further to eradicate the habits of a generation or more.
Interest rates are now falling in what appears t o be a decisive trend. Our real
interest rates are now not far out of line with t he rest of the world, given our
expected rate of inflation. Further interest ra t e falls will he dependent on
further reductions in inflation. These developments should take some of th e
pressure off the nominal exchange rate.
While these trends and others provide grounds fo r cautious optimism, I am still
not sure whether there is sufficient community r ecognition that recovery from
the precariousnes of our economic position remai ns a large and time-consuming
task. Our ratios of public debt and total overseas debt to GDP are both in the
60 - 70 percent range - among the highest in the OECD. The amount of economi c
restructuring still required is enormous. Just t hink of the steps that are
necessary to improve productivity and marketing i n the meat industry. The
mounting economic problems in Australia should b~ a sobering lesson to us of t he
consequences of not pressing ahead.
In the period ahead there are some major threats to the adjustment process. One
is the horrendous problem of fiscal management, i n part due to the debt and
other legacies of the past. Despite the commendable efforts in the 1984 Budget
and the recent expenditure statement, I suspect t he results still fall well
short of the necessary reductions in the structu r al deficit and the feasible
improvements in public sector efficiency. The de bt interest burden and the cost
of the Think Big projects have been compounded by an exorbitant increase in the
state payroll. This went well beyond the levels needed by many state employers
to attract staff, and bore little relation to productivity or the performan ce
disciplines facing many groups. It is impairing the private sector's ability to
adjust.
Furthermore, the recent expenditure decisions appear to have left untouc hed many
operations of departments and quangos whose meri ts are dubius to say the least.
They have also failed to address the many social programmes where income is
churned, minus the costs of administration, between the same categories of
middle class taxpayers and recipients rather tha n targeted to those really in
need.
The consequences of any failure in fiscal manage ~ent will be severe for t he
farming sector. A too high budget deficit will : ontinue to affect the profil e
of inflation expectations and interest rates. Inefficiencies in non-traded
activities such as electricity, communications, ~ ublic works and transport will
adversely affect the real exchange rate faced by farmers by increasing their
costs. Similar inefficiencies in the production of government services like
education and health will have the same effect. Excessive state outlays on
activities such as construction and housing will pull resources away from export
and import-substitution industries and put press ·re on their costs.
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Another mdjor threat to a successful recovery is wage-fixing and broader
developments in the labour market. Indeed it is already clear that the outcome
of the last wage round is a setback to hopes of a relatively smooth adjustment
process. Thi? i s~ue is not whether there is too little or enough flexibility in
wage lP-vels, which is only one of a host of relevant aspects, but whether
barga1nin processes are adapting to the changing business environment. While
there are some bright spots , it is clear that reforms in bargaining behaviour
are occurring far too slowly.
The process of living within our income involves sufficient i ncome restraint t o
ensure that balance in the economy is restored and sustainable real growth is
generated. The balance of payments and unemployment problems require relative
changes in wages, and more particularly labour costs, and a shift of resources
toviards prof itable opportunities in the internationally competitive industries .
In announcing the 1984 devaluation, the Prime Minister stated that this process
would require wage restraint "for some considerable time".
The last wage round , by contrast, has seen some of the largest real wage
increases for many years. The necessary adjustments to bring output and incom
into line are falling disproportionately and in the wrong places, like f arming .
The clash between the tight monetary environment and wage increases is producing
a decline in business profits, especially in a number of the exposed industries ,
and unemployment is on the rise again.
With the next wage round coming up, we have to recognise that our ability to
float over the rock will be totally dependent on realistic bargaining attitudes ,
including the recognition that any CPI effects of GST will be fully compensated
by income tax cuts.
We need to get more flexibility into the system both through law changes and
through deals which tailor not just wages but conditions of employment, work
practices and performance incen ives much more closely to the needs of
individual enterprises. Our medium term objective should be increases in all
incomes including wage incomes . A fifty percent real increase in the next
decade could be a quite realistic prospect. The short run need is for
productivity improvements and wage restraint to lower labour costs, and in som
cases for real wage reductions in hard-pressed industries where workers want to
keep thei r jobs, as has occurred in similar situations overseas. The meat,
stee l and wood processing industries are examples that come to mind. The
differentials need not be dramatic in most cases, and they can be reduced by
productivity gains, but we simply have to get away from uniform agreements which
ignore ability to pay.
Both employers and workers should have a joint interest in such outcomes. In
present circumstances they should be shouting from the roof-tops that one
person's wage increase may be another person's lost job. Wage outcomes and
other costs are still being unfavourably influenced by a lack of competitive
conditions in some parts of the economy. The cost structure of farming
conti nues to be penalised by high protection to some manufacturing industries.
It was encouraging that the Manufacturers Federation joined other exporters in
their recent approach to the Government over the exchange rate and lent their
support to a range of medium term measures including import liberalisation.
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I do not believe that it is at all realistic to advocate tariff reductions
overnight. This would make no more sense than the immediate removal of the
substantial amount of assistance still being given to farming. This is being
phased out steadily but it is estimated that 1986/87 at least half of the
assistance provided a couple of years ago will rema in in place. Nevertheless,
do not see evidence that the rate of import liberalisation is unduly fast, and
it needs to be recognised that under any likely scenario we will still have, by
1990, some of the world's most highly protected manufacturing industries.
A weakness of the present policy approach is the lack of any firm basis for
planning beyond 1988 when the tariff is due for review. My belief is that the
sooner firm plans are made and uncertainty reduced the better for all concerned,
and that it would be in the best interests of manufacturers to negotiate sooner
and for a shorter liberalisation timetable. There are other areas of the
private sector which lack competition, such as the provision of trade union
services and some of the professions. However, most of the other areas where
competition remains seriously restricted are in the public sector. The
deregulation of markets such as electricity, commu nicat ions and broadcasting is
now, in my opinion, an urgent priority.
If these major obstacles to an improved economic performance are resolutely
attacked, what might that mean for farming? I have to say that I am not aware
of anything in the scriptures or the laws of economics which assures farming of
a God-given place in the sun. It is quite possible that New Zealand agriculture
will continue to occupy a decreasing fraction of value-added and employment, as
in other countries. Certainly I would expect the composition of agricultural
output to radically change. And if we do not get our act together within the
sector in operations like meat processing and marketing, it is quite conceivable
that in 10 or 15 years time most of that industry will be history.
Contrary to some other commentators, I do not see early changes in international
trade rules coming to our rescue. The case for reform of the ill-conceived
agricultural policies of the major industrial countries is compelling, and we
may hope that over time rationality will prevail. But it will take time. There
are good grounds for pushing for early liberalisation of agricultural trade with
Australia, since with reduced subsidies in New Zealand and more rapid
liberalisation for industrial goods such action would be entirely within the
intentions of GER.
Regardless of cha nges to policies overseas, world agricultural trade has
continued to grow and markets are available for products in the right form,
quality and quantity. But no one can, or should try to, assure you that, even
with better domestic economic management, New Zealand will necessarily find it
has long term comparative advantages in competing for all these markets,
particularly bearing in mind the continuation of agricultural protectionism
overseas. It is conceivable that better commercial opportunities are available
elsewhere to employ our resources.
I do believe that with prospective returns some of our marginal units and
quantities of product are not viable, and that the best answer in both economic
and human terms may be to quit such units and reduce production. I hope the
forthcoming farming package will facilitate such adjustments where necessary, as
well as encourage the Rural Bank and other financial institutions to take a
co111Tiercial, long-sighted view of debt restrucutring and other forms of financial
support for those farmers who can adjust and survive, and not all probably can
adjust and survive.
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The judgement as to whether farming in general has a future is thus basically a
commercial one. At this point I want to stand and declare my conviction that
its future is bright if the economic reforms I have spoken about are indeed
carried through. The nature of the farming industry may radically alter. The
objectives will need to be cash and profits, not transitory capital gains. The
mix of outputs will need to be responsive to market demands which will continue
to change. The mix of inputs will need to shift away from subsidised items such
as fertiliser and development expenditures, which in many cases led to distorted
farming practices, and towards a least cost combination. Land values will have
to fall to realistic levels.
•armers will need to continue to apply pressure for reductions in off-farm
costs. Servicing industries will have to raise their game. The performance of
marketing operations including the producer boards should come under scrutiny.
Like state owned enterprises, they do not face full market disciplines on their
performance and they benefit from statutory monopoly powers in a number of
cases. There may be a case for allowing greater scope for competition in new
products and new markets, and for introducing mechanisms which would make
managements more accountable for their performance.
My own firm has put its money where its mouth is. It has not done so out of any
sentimental attachment to farming. We are a diversified operation and we could
have opted to reduce or quit our rural trading activities just as we decided to
move out of financial services last year. Instead, with the proposed merger , we
have acquired a further $300 million worth of assets in the stock and station
agency business, thus initially doubling our stake in this area. We have taken
upon ourselves a massive rationalisation task, including responsibilities to
seek alternative jobs for employees, and our expected returns from this sector
over the next two years are below acceptable levels. We cannot raise prices to
any degree so we have to cut costs. Without lower costs, we will not have
customers. As you can see, this was a decision for the long haul. It was not
an act of faith, any more than sound economic policies are based on faith. It
was the result of careful analysis and judgement. That is what we have to apply
to farming.
I believe farmers were right in arguing for the broad thrust of policies that
have evolved in recent years. If the momentum of reform is maintained, I
believe the pay off for the country and for farming will be large, and will
probably come sooner than we think. But I believe farmers are also right in
claiming that they are to some extent front runners in the process, and that
their adjustment is being made more difficult by areas such as the public
sector, the labour market and some sheltered activities not being addressed with
sufficient vigour. It seems to me that the real fear of farming leaders is that
the process may stall at the half way-point, and that farming may be decimated
for the cost-relieving benefits flow through.
That fear is a justifiable one, and raises the issue of the appropriate attitude
to adopt towards it. My view is that the correct response is to press on and
address the outstanding issues I have mentioned, and others such as an
over-extended welfare state, in as vigorous and comprehensive a fashion as
possible. This does not call for "crisis" measures, since sound policy
initiatives have to be planned and constituencies for them built, but it does
call for no slackening in efforts to implement beneficial reforms. Farmers have
an important role to play in advocating such initiatives.
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The weaknesses in economic management over the past generation or so have not
been a party political matter. Both the major political parties and many
businesses, trade union and other interest groups, including much of the
bureaucracy, were in accord in supporting policies which pr tected individual
sectors from the realities of the international market place. Most New
Zealanders were guilty of so enjoying the apparently prosperous life of God's
own country that they preferred pragmatic solutions to try to keep it as it was
rather than to accept the excitement, the challenge and sometimes the discomfort
of changing and growing through exposure to the real world.
Changes are occurring now because our lack of growth, our high inflation and our
heavy overseas indebtedness leave no other realistic option. There is no reason
why both political parties cannot again be in accord on the broad economic
policy framework. There is plenty of room right now for constructive debate
about the timing, management and consistency of application of present policies
without calling into question the broad framework and thrust which, in some
important respects, has been evolving for several years. The real tragedy would
be to suggest that we can return to the policies and style of the past.
Farmers with their inherent independence and "guts" can give a lead to the whole
community who must all recognise the stark choices now confronting us. ~Je need
to pull together and the burden should be shared, but in the final analysis you
cannot rely on anyone but yourselves. You must each face up to your own
problems and seek to overcome them with innovation and entrepreneurial effort.
I wish you well in the difficult period ahead. I was thrilled over lunch when
one of you said to me, "there are going to be some great opportunities in the
next few years." That is the spirit we need.

