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Introduction

Prior to farming Louis worked in a butter factory for four years and Barbara worked in an accountants’ office for four years. They married in 1979 with a vision for a family, a farm and some fun.

In 1980 and 1981 they worked in a 20% sharemilking agreement with 155 cows and purchased calves both years. In 1982 this became a 50% sharemilking agreement with 155 cows and building to 200. To achieve their first farm they quickly paid off the mortgage on the cows and then saved. Saved. Saved! In those days they had only a small, inexpensive holidays with the family and treated themselves to one item for the house each year.


In 1988 they achieved their dream. They bought their first farm and operated it following the same low-input simple system which is still followed today. They will give more insight into this later in the paper.


They have since added Young Road farm in 1996 beginning with 200 cows, followed by leasing another 36 ha in 1999. Currently they have two completely separate 250 cow units with young stock grazing on the leased area.


Small farms have been the cornerstone that they have used to help begin a career in the dairy industry. They believe that small farms still a hold a very important key to the future success of this industry. The compulsion to get rid of small farms appears to be sweeping across the dairy industry with predictions that many units will be absorbed and disappear in the next 10 years.


But is bigger, better? They believe for some, it is, but there is a lot of potential in smaller units which remains untapped. Releasing this potential will expand the life of the small unit and protect this industry cycle from the landlord and worker scenario that we see in many other parts of the world.

Efficiency is more important than size

Efficiency can be gained on all sized units as the following example shows.

Mark Leslie, Livestock Advisory consulting officer and liaison person has done research into farm size. Farms in the survey were categorised on size into: 0-60 hectares, 60-100 hectares and greater than 100 hectares and for each the average economic farm surplus and expenses/income percentages calculated. This is shown in Table 1.

Table 1: Difference in economic farm surplus (EFS) and expenses as a percentage of gross income for different sized dairy farms.


Top 10%
Average
Bottom 10%

Farm group

Sizes
0-60
60-100
>100
0-60
60-100
>100
0-60
60-100
>100

EFS ($/ha)
1767
1859
1877
 790
 869
 796
-246
-92
20

% Expenses/

income
    42
   39
    46
   50
   53
  57
   63
 69
73

Examination of the table shows the difference between farm size for EFS and % expenses / income is not major between categories but the difference between the top 10% for farms irrespective of size and the average and the bottom 10% is huge.


The only situation shown where the large unit in comparison to the small unit has an advantage is in the bottom 10% where economies of scale are obviously a boost to cover inefficiencies.

In comparison to data in the table, the Kuriger’s EFS averages close to $2000 with variations between season due to payouts and weather. Their expenses/income % is around 30% on average.


Three scenarios are shown of how running costs and high efficiencies can make all the difference to the survival of the small farm.

Scenario 1 is where farm working expenses are 50 % of gross milk receipts, Scenario 2 where farm working expenses are 30% of milk receipts and Scenario 3 is after 20 years and following repayment of the mortgage.

Using the following data; a 70 hectare unit producing 930 kg of milksolids per hectare with all young stock grazed on the property, giving a total production of 65 100 kg milksolids. The farm has a table mortgage of $900 000 over 20 year/farm at 8.5% (ie annual mortgage cost is $91 140). Given an average milk payout of $3.50/kg MS. The gross farm income for all three scenarios is $227 850. If farm expenses are 50% and 30% of gross farm income respectively for Scenarios 1 and 2, the effect on the residual available for living expenses is given in the schedule on the next page.

How do we farm to achieve a 30% expenses/income ratio? There are 10 key strengths attitude, commitment, communication, control, efficiencies, enjoyment, planning, profit, systems and teamwork.

Our farming philosophy is: Keep it simple, profitable, enjoyable and most importantly, sustainable! You must be able to sustain the system over a long period of time - both physically and financially. The success of this system is: quality pasture + quality herd x financial control. Our focus is on profit - not total production.

Table 2: Comparison of different scenarios on farm working expenses.


Scenario 1 


Scenario 2
Scenario 3



Gross farm income
  $227 850
  $227 850
  $227 850

Less farm working expenses
50% of income
30% of income
30% of income


= $113 925
= $68 355
= $68 355

Less mortgage costs
   $91 140
    $91 140 
         -

    Payment to farm manager
          -
         -
   $50 000

Less tax @ 24%
     $5 468
     $16 405
         -

               @ 33%
-
-
   $36 133

Available for living
    $17 316
   $51 950
   $73 362

Quality pasture  We achieve this by applying plenty of phosphate - 72 units per annum and we look for the most P for our dollar. Running the right stocking rate is aimed at high utilisation of pasture grown. We check this by measuring and monitoring pasture cover and use of effective grazing patterns. Pasture utilisation is between 14 and 15 tonnes dry matter/ hectare per annum. This gives us an average over the last 10 years of 1113 kg milksolids per milking hectare with our top year being 1197. We are aiming for 1200 kg/MS/ha with the use of no nitrogen. The key to this is number of milking days. There is no purchased feed for the cows. The only exception is calf meal.

Quality herd 
TheBW is 81. This is achieved through herd testing and use of premier sires – i.e. more BW for the dollar. Jersey cows are used for ease of calving, good submission rates and good production per hectare.

Financial control  involves setting targets, using budgets and frequent monitoring and reviewing. This includes working with our banking team and deciding how to spend the profit wisely. Use of the surplus cash from the good years is important. We borrow only for purchase of land and cattle. Overdraft use is only used as bridging finance for growth. No hire purchase and make minimal use of the credit card.

Once you’ve paid for it you own it - don’t rely on large capital gains to pay off the mortgage. Remember interest may be tax deductible but we would rather pay tax and have the 61-67 cents in our pockets. Don’t be obsessed with saving tax - buy what you need but don’t buy just to save tax. Costs are controlled using the following economical farm practices. 

Animal health expenses are $20 per cow compared with the Profitwatch average of $38. We keep good mating records to reduce the need for pregnancy testing the whole herd. We aim for a tight calving pattern and induce very few cows. We are aiming to induce none. Almost no CIDRs are used and definitely none are used premating. For cow health, prevention is better than cure so we routinely use zinc, magnesium, bloat oil, and trough drench for facial eczema. No fast foods are used. Cows are fed a balanced supply of pasture and pasture supplements only - no additives are required. Supplements used are pit silage and hay - not wrapped silage. For drenching we use orals rather than injectables or pour-ons and drenching instead of rumen bullets. Mastitis is controlled using dry cow therapy according to SAMM plan and Teatseal in the last two years. We also teatspray.

Fertiliser 72 units P /ha compared to the group average of 65. This costs us $165 per hectare compared with the group average of $325 (including N). We use good basic fertiliser that provides the requirements for our system.

Other cost saving measures include the regular service and maintenance of our machinery, the measurement of products such as silage and hay carefully to ensure no wastage and planning ahead to ensure supplies are on hand. 

Cost control

Table 3 includes figures from both properties (i.e. our total business) and shows how developing a system can define the necessary costs and help to control expenses.

Table 3: Summary of gross income, farm working expenses and costs/cow and cost/ha for the years 1997, 1998 and 1999.


1997
1998
1999

Diary income
479 000
503 000
400 000

Farm expenses
167 000
163 000
164 000

Costs per cow
       408
      405
      406

Cost per hectare
     1 185
   1 158
   1 168

Conclusions

We believe it is very important for the dairy industry to continue to have rungs at the bottom of the career ladder. We have not developed any better options at present and must think long and hard before we write off the value of smaller units.

If we are going to allow larger farmers to fly they must have access to a runway where they can take off and  land at their convenience. Size does matter - bigger is better for some but a wide range of sizes is better for all. Let’s do something about preserving the cornerstones of our industry.

Workshop summary

Main points of presentations

Louis and Barbara Kuriger, in their time, have been farm staff, variable order sharemilkers and 50% sharemilkers and farm owners. They now own two dairy farms in Taranaki, (71 and 76 hectares) plus some leased land. These farms are highly stocked, highly productive, extremely profitable and consistently in the top 1% for performance. Not bad for "small" farmers.

Farming philosophy  Quality pasture + Quality herd x financial control = success.

Keep it simple, enjoyable, and profitable.

Key factors in their success
· Financial control means cost control + wise spending per investment.

· Plan and budget very carefully.

· Maintain costs at around 30% of GFI and still sustain high production!

· Target all means of improving ‑ for example, they targeted and achieved average

     lactation lengths of 310 days in 1999/2000 season.

· Do not waste inputs – e.g. fertiliser should match production, not excess.

· High productivity per unit (of fertiliser, labour, other variable costs).

· Efficiency is important regardless of size.

· Expanding and/or intensifying are both legitimate strategies for business growth.

· Explore both options for your own circumstance.

· Keep checking the values of land and inputs.

Discussion points during session

· Size is not as important as efficiency.

· Efficiency is relevant for all businesses, regardless of their size and location.

· Income is important, but capital investment and gains are important too.

· Increasing the size of the business, for most participants, did not complicate their life, 


  and rewards them better now. The reverse can be true for some.

· Standing still is not an option.

· There was debate on whether the various options for young people "getting started" or    

     farmers wanting to  sell, are still there. Make your own opportunities.

· Growing without getting systems/efficiencies sorted first is very risky.

Take home messages
· Efficiency is more important than size.

· Each business should regularly ask “are we making best use of our resources?”
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