A Pathway Forward

Stacey and Louise Spittal

Mid-Canterbury
Louise and I are here to share with you the reasons behind our decision to move from wages to self employment, how we have reached the stage we are at now and, how we aim to use our current position to move forward. 

I finished college in 1989 to take on a junior position on a West Coast dairy farm milking 250 cows. At the time I knew very little about the dairy industry but was encouraged by my employers to do a cadetship through what is now known as the “Agricultural Industry Training Organisation.” I continued my training with the same employers for three seasons and started to form a good understanding of dairy farming and the dairy industry. While continuing with my cadetship I was encouraged to work on a different dairy unit so I could gain further experience. It was at that time I moved to Mid-Canterbury and started working within a large herd environment. My cadetship continued for another two seasons at the end of which I completed my “Farm Business Management” papers. Then with five season dairying experience behind me, I moved to a different property and spent two seasons employed as a herd manager milking 450 cows. During my first year as a herd manager I put my name forward as a possible candidate for an overseas exchange through the Agricultural ITO and was lucky enough to get the opportunity to spend eight months working throughout the United Kingdom. It was during this time I met my partner Louise. 

I came back to New Zealand and Louise joined me a short time later. As a couple we had to make a decision where our future was and to start planning for the next few years. Up to this point throughout my training, I had been employed on wages and each time I began a job with more responsibility my wages increased accordingly. Before joining me in New Zealand, Louise built up a very good work history with a Woolich bank stepping up to a management position. Although our occupations had been quite different, our situation was similar in that we had worked our way up on a wage based income. 

Under the sharemilking structure within the dairy industry there is the chance to move from a junior position to a herd or land owner position. The next logical step for Louise and me was to take a position as a lower order sharemilker within this system. As sharemilkers we believed we had a better chance to build up equity either in the form of savings or through the purchase of livestock, whether that be cows or replacement heifers. This meant a transition from wages to self-employment which at the time was an area we knew very little about.  

We talked to the people who were employing us at the time about the option to lower order sharemilk the farm that we were working on, and discussed which costs we would be responsible for and what the benefits to us would be. We then looked at a different contract on a farm on the West Coast and did budgets for both farms based on their previous production histories and what we considered to be a reasonable payout. 

From our budgets it became obvious that the first hurdle to cross was bank loan to purchase machinery and an overdraft provision to cover the costs that we would incur over winter when we would have no income. 

We approached two different banks, who both told us that we would need a guarantor to secure the finance. Fortunately we knew someone who was willing to act as guarantor. Using the advice of our bank, we chose a lower order position that we felt suited us and this first position found us farming back on the West Coast. Having sought the advice of an accountant we decided to work as a partnership. Our experience as self employed sharemilkers began with a great deal of enthusiasm and a “can’t go wrong attitude.” 

Our first year was a good one. We had an excellent spring and production started well. Our first season’s income was above budget enabling us to make the repayments on our loan without any problem. However, we made some basic mistakes that would have a large impact in the season to follow. From the start of the partnership we agreed to split  responsibilities of the business into two sections. Stacy would look after the practical side of the business taking care of pasture management, animal health, setting up fences and so forth while Louise would look after the financial side of the business, paying the monthly accounts, completing the GST returns etc. The problem was that each of us only had a good understanding of part of the business and so we didn’t have a complete understanding of where the business stood practically or financially at any given time.
Content with the result of our first season, year two began a little differently than we would have liked. The winter was more harsh than the previous one, probably more typical of a normal West Coast winter. This was followed by a nightmare spring. It began raining and didn’t stop for eight weeks. Then, when it finally stopped raining the weather pattern changed to a long period of very dry, hot days. Through all this the farm and stock had taken a battering. With milk production down, our income followed suit and this put pressure on us both financially and personally. We were still running the business on a split responsibility basis. This arrangement wasn’t working and added stress to a partnership under pressure. We learnt two important things during this time. 

Firstly it was important that all decisions relating to the business need to be discussed and made on a joint basis. This meant that Stacy took an active role in the monthly accounts and Louise took on a better understanding of what was happening practically out on the farm. As a result we understood the business more clearly and were able to make better decisions than we had previously. 

Secondly we found out we had to learn to deal with stress as it had become apparent we were going to be put under a lot of it from time to time if we were going to stay farming. 

Communication become an important factor in this recovery process. Not only did we talk to each other more than we had, we also started talking more with neighbouring farmers about the way the season had been. It was some comfort to know that we were not the only farming couple finding times hard and the advice more established farmers offered proved invaluable. 

We made it through the season one way or another and because our income was well below budget we had a period where we paid the remainder of our loan on an interest only basis. With the benefit of hindsight, we learned an enormous amount from that season’s experiences although at the time that was of little comfort.
In farming generally, it is easy to get caught up in the day to day management of a property and to lose sight of the big picture. With this in mind, and given the poor season we had just encountered, we decided it was time to reassess where we were at and give some thought to where we were heading. One way or another our debts had to be paid. Given that dairying had got us into this position we decided that our best option was to farm our way back out of it again. The prospect of a second bad season in a small herd situation was too risky and when the opportunity to contract a larger herd in mid-Canterbury came up, we took it. Because of the scale you gain in a large herd situation our financial budget for the following year looked more secure. However the cost of moving house, contents and farm equipment to the other side of the Island, coupled with the fact that with larger herd numbers we would need to carry staff through the winter, made our initial finances look worse before they could get better. It was time to have a meeting with our bank manager to discuss our options. Fortunately our bank saw the large herd option as a safer one and so we made the shift back to Canterbury.
Because we had milked a smaller number of cows on the West Coast, we had not  required a full time staff member but we did have the help and support of our family which was priceless at the time. Our contract in mid-Canterbury was our first experience of paying wages instead of receiving them. Managing staff wasn’t easy initially and it isn’t easy now, although our approach has changed on numerous occasions over the last two years. Our first mistake with 

employing staff was trying to treat them all the same. This didn’t work which makes sense when you consider they all have different personalities.

The second difficult thing was time management. When you are used to doing most things by yourself, you can find it is easier to do a job yourself rather than delegate it to a staff member. Once you get past this predicament you still need to work out which jobs need to be delegated to which staff member. We learned quickly who was good with machinery and who had good stock handling skills in the shed. It would have been easy to leave one person to carry out only the tasks they were good at but, if that is done then no-one acquires new skills and so the cycle continues. Another bad habit, is following around behind staff to see if the job is carried out to a satisfactory standard. It is sometimes hard to accept that staff might carry out a task differently to you. This doesn’t necessarily make their method wrong, just different. It seems that staff can get so used to you following them around that they get slack because they know you will tidy the job up for them or they become paranoid that you don’t trust they will finish a job correctly. It helps us to think back to when we were being employed and to remember who was a good employer and why. We generally employ younger people at the moment. Not for any particular reason, it just seems to have worked out that way. Whether younger people are easier to manage than older staff members is hard to tell. We have learnt however that regardless of age, staff members need regular recognition of a job well done.
When we first approached the idea of staff management we based our planning on the way we had been managed when we were on wages. We had both had a history of good employers who had offered a comfortable environment to learn in coupled with good time off. Currently we see staff moving in large numbers from farm to farm trying to find a position that suits them knowing all the while that if one job doesn’t pan out there will always be another three or four positions down the road offering something better. We are aware of the cost in time and money in replacing and training staff. We are also aware that there are employers who will give relative newcomers to the industry a title such as herd manager in order to encourage them to remain on their farm. This makes hiring staff and assessing a potential staff members level of experience difficult. With this in mind it is our aim to offer a rounded package to our employees in the hope of encouraging them to stay for longer periods and create a sense of continuity on farm. Dairy farming is one of the few occupations where employees work and live in the same area. Over the last two years we have learnt that a staff member’s private time can have a direct bearing on their work performance and like it or not, we need to have some knowledge of what is happening outside work hours. We have changed our time off system so employees work no more than six days in a row before getting two days off. This roster continues throughout the year regardless of the season. Annual leave has increased from three weeks to four weeks per person. We make sure we are overstaffed rather than understaffed and all food is provided during the week. Staff help themselves to breakfast and lunch and a cooked evening meal is provided five nights a week. We encourage staff to enrol in training programmes and off farm activities.

This is a fairly new system and as always there are problems with it. We have had to set limits on the amount of food eaten or else you would be grocery shopping everyday. Staff are taught to respect that we (Stacy and I) need time by ourselves with our family, so after dinner they return to their own accommodation. Evening meals allow us to pick up on problems our employees may have. Another benefit is we haven’t had a member of staff off sick for as long as we can remember. We know sometimes the more you give, the more advantage can be taken of you, so although we offer a comfortable working environment, we expect staff to work hard when necessary and don’t expect to see anyone being carried by another staff member. Our needs and our employees needs are changing all the time and our approach to staff management changes with it. We are confident however we are closer to achieving our goal of continuity in our workplace.  
Our last two seasons in mid-Canterbury have seen us clear our debt and begin to build equity in the form of savings. So where to from here? Our long term plan is herd ownership followed by land ownership. However we are not as single minded as we perhaps once were. We are committed to building an asset base over the next twenty plus years and know that some of the opportunities ahead may not lie in dairy farming. For the immediate three to four years ahead, we aim to put all profits into the purchase of stock and move into a 50/50 sharemilking position. So far it has proved to be an interesting career  giving us a good mix of highs and lows. Although we are still beginners in the dairy industry we feel, through success and failures, we’ve learnt some key points and we would like to conclude with a summary of them.

· Know your business. The better informed you are the better quality decision you can make when it really counts.

· Plan well. Update budgets regularly and know where your moneys going each month. Is that dollar your spending giving you a return?

· Comunicate. First and foremost comunicate with your partner. Make sure you keep talking to your bank and accountant so you don’t spring surprises on them. 

· Share the decision making. When the pressure is on, it is unfair to put more than half of it on your partner. Their shoulders are no bigger than yours. 

· Don’t be afraid to ask for advice. Talk to older farmers. Most of them have had their share of hard times and will have learnt from it.

· Think about how you handle stress. Are you releasing it positively or are you bottling it up.

· Be flexible on management and staffing techniques. A new idea isn’t a good one if you don’t try it.

· Learn from it. There is always something positive to be learned. It just might take a while to see it.

· Move at a pace that you are comfortable with, not necessarily one your neighbour is comfortable with.

· Find a balance between work and personal time that suits both family and farm. Enjoy it.

Workshop summary

Background

This was the case study of Stacy and Louise Spittal and how they have are progressed through the industry to date.

Discussion points and lessons learned

· Communicate with all parties, especially with your partner. Stacy and Louise started 
 off with Stacy concentrating on the physical side and Louise on the financial aspects of the business. They found that it was important that both understood what the  other was doing and thinking 

· Planning. Keep working and reworking your budgets. Also be aware hidden costs when starting out. Often there are costs that you have insufficiently budgeted for e.g. 

· Maintenance of cheap machinery 

· A power bond may be required 

· Insurances and ACC 

· Tax 

· Staff management skills are not learnt overnight.

Next step for the Spittals

· It is important that you set your own personal goals when deciding the next pathway. Options for the future to consider included

· Wages versus lower order sharemilking versus 50/50

· Purchasing cows versus off‑farm investments

· Scale and risk of the enterprise.

· Location.

Steps to consider in looking for a pathway forward

· Knowledge. Have an excellent understanding of your new business. 

· Plan. Update budgets regularly and watch out for hidden costs Communicate. Make sure that all parties (partners, bankers, accountants and farm owners) understand what is happening both financially and physically on the farm.

· Decisions. A decision shared is a burden shared.

· Ask advice from experienced farmers in the area.

· Stress. Have systems to release stress positively and don’t bottle it up.

· Flexibility. There is more than one way of doing things.

· Learn from it. Often it is not until we look back on things that realise that there are always positive lessons to be learned.

· Move at your own pace.

· Balance. Find a balance between work and personal time that suits both family and farm.
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