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Farming cycles is about anticipating future trends and taking risks on these. This involves utilising the market today and foreseeing the market of the future to give options that allow you to make changes to ensure your future. 

I am in partnership with my wife Annette. I’ve been in this industry for 30 years. I left school at sixteen and went on a farm cadetship for five years. I have progressed through working for wages, contract milking, sharemilking, land ownership, back to sharemilking and now, hopefully, I’m becoming a dairy farm investor.

Annette and I have worked together for 19 years. During this time our goals have been set for five year periods. These were normally achieved in two years. This was not always the case. In 1982 we  started 50/50 sharemilking 145 cows in Northland. This lasted seven years in the same property. Growth of equity was our priority and this involved increasing the number of cows we owned. The herd grew to 270 cows with some leased out cows. A downturn in dairy during this period saw us raise Freisian bulls in a 50/50 partnership with the owner .

Our goal was equity growth so we were prepared to delay our gratification. We returned all surplus money back into stock growth and purchased feed and grazing to enable us to carry more stock.

In 1989 we tried a 33% equity partnership. We looked at buying land but farm prices and farmer’s expectations grew beyond our ability to turn a profit and did not allow us to buy right.

We looked for a 50/50 sharemilking job. We had 300 cows plus cash. We were offered ten positions and turned down three on their facilities. We took on one with a new cowshed which was not completed on time. There were other teething problems, so we stayed only one year.

In 1990 we bought a 40 ha farm through selling the pick of the herd and realised high stock prices. Our budget was based on a $5/kg milkfat payout and the season opened at only $2.65. Debt servicing which was budgeted to be 25% of income became 50%. We survived by putting our head down and with me off farm working, washing-up at the dairy factory.

I milked the cows at 4.00 am, returned home at 6.00 am for breakfast and went off to work. Home again at 3.00 pm to milk the cows. After three months, I was a zombie - but we got through. We reared calves for two springs which gave a greater return.

We then made a change and became more business minded. This occurred when we nearly went belly up. Our existing business was not asset rich and it was cash poor. We needed to lift our income with three young children to put through college. Our business plan was to wait until the industry cycle started changing positively. We would then sell our farm and go for a cash flow business. Four years later on the 1 June, the farm went up for auction and six weeks later we were cashed up at $42.50 kgMS.

Reinvesting our money through purchasing another farm at this time would have increased our debt by 100% and our income by only 50%.  So we spent five months evaluating other business opportunities including those in the city. We found some with creative cashflows but with no asset backing. Our inexperience within these industries was a great weakness and our conclusion was - do what we know best but do it better. So back to dairying.

Land was selling for more than we believed it was worth. In December 1990 we signed to commence, five months later, a 50/50 sharemilking job in Canterbury for Tasman Agriculture with 650 cows on a first year conversion farm. Our plan was to produce 185 000 kgMS and, in the first year we realized 213 000 kgMS. Our five year target was 265 000 kgMS and we realized 372 000 kgMS. We achieved good cash flow so looked for an investment to add to our business. A runoff was purchased using borrowing ability against our income. This opportunity arose from being in the right place, at the right time and talking to the right person. In addition we took on a second 50/50 sharemilking job in August. We purchased cows as we believed the financial return was there. Our three year plan was to increase cows to 2100 and annual milksolids production to 700 000.

We had another focus/direction change within the dairying industry. In October 2000 we built a 50 bale rotary on our 236 ha run-off block in anticipation that the moratorium was to come off. In December the moratorium came off. The returns from our converted property enabled us to produce a greater projected debt servicing ability. Our solution was to purchase the neighboring 226 ha property at a premium price - to us. We gave up our two sharemilking positions as we believe that Globalco and the new environment in dairying would deliver better returns to us as owner/operators. We financed this deal by taking advantage of the higher than normal cow prices and cashing in the majority of our herd. In addition we purchased a 224 ha run-off  property 8km from the two above properties to provide winter grazing for the 900 cow dairy unit and allow us to rear some bulls. We will do 350 000 kgMS which will provide a similar return as last year.

What we have done is reinvest stock funds back into land - growing and securing a fixed home for our family.

Our involvement in farming and farming cycles is summarised in the following table.

Farming involves:

F
Family
The family is why we are dairy farming. We can simultaneously build our business while enjoying family time together


Future
Passive income with scale

A
Asset
Increasing cows and land allow us to build equity.


Associations
People are important. Positive and comfortable relationships between business supporters (i.e. suppliers, bank managers, accountants and other industry involved persons) can greatly help your growth.

R
Risk
The greater the risk the greater the gain


Realization
Looking outside the tunnel and being aware of the market value. We have never bought anything for capital gain. I’ve only ever borrowed money to purchase cows and land because they are good investments.

M
Marketability
There is a  right time to buy and the right time to sell - not necessarily on the same market. You need to be open to opportunities.


Management
Ensure you are aware of all areas of your business operation  - delegation is good for growth, a plan is important for direction. 

I
Income
Cash is king and speaks to the lenders. It gives you choice. It is not the cash but the cash flow that is important.


Innovation
Step aside from the herd and evaluate how you are getting on. Be prepared to make a decision to change how you do things.

N
New Ventures
Utilise your base income to stabilised your future income. This may involve branching into new businesses outside dairying.


No
Know when to say no and when to say yes. When we came to Canterbury after having sold our farm and going back to sharemilking, we were unusual. We had 95% equity and for two years looked at every farm for sale in Canterbury. Not one of them could make a viable business operation as a runoff. Finally the market price for milk solids went up and that allowed us to pay more. The price of the land did not alter. What happens when people sell, is they want to get enough to retire. The farm we bought had been on the market for two years at $1.05 m. There had been seven offers at 

$950 000. He sold when I offered the $1.05 m which the rise in milk price allowed me to pay.

G
Growth
To stand still is to be trampled - to grow is to keep ahead of  the market development


Gratification
Not always seen today - mostly tomorrow.  A quick dollar today will not necessary increase your business value tomorrow.

Farming cycles involve:

C
Change
A system can always be improved - be prepared to change.


Creativity
Think outside the milking shed. We worked on wages, sharemilked for eight years, owned a farm for five years, sharemilked for six years and now we are back to farm ownership again. What I did was break the cycle.

Y
Yawning
Put in the time see the result - hard work and long hours are needed to get rewards.


Year
A year is not long at all and several years is just a few more put together if you achieve your goals.

C
Consolidation
This needs to be incorporated in a plan to ensure stability. That is what Annette and I are doing now. We sold cows to buy  667 ha of land and plan to consolidate. We plan to go from 320 000 to 500 000 kg milksolids within three years without more land. I have a business with future growth potential and plan to consolidate that.


Convert
Transfer an undesirable into a desirable - object, stock, land, feed.

L
Land
Cows breed, land has to be purchased with profits.


Leverage
The more the profit the bigger the leverage.

E
Expectations
Set your goals like a break fence - these need to moved to better grazing opportunities. We have goals- two year, five and ten year goals and seem to be able to achieve them because once setting the goal, the first goal is to achieve it. We decided to convert the run-off in September. By 10th October they started building and on the 29th December it was finished; by 6th January we were milking cows on it. On 31st March I bought the neighbouring farm. Every time I did something I would make a decision and move on. Sometimes you get them wrong but that allows you to make another decision and move on.


Employment
You are not a superperson so the help of others is important -  everyone has knowledge to share.

S
Sponge
Absorb information from experienced persons, through reading, listening and discussion. I am a conference junky. I go to most things and always come away with two or three new ideas. I remember what Max Duncan said at this event two years ago. He said “never buy today what you cannot sell tomorrow.” That has stuck with me and influences how I think. For example buying cows. You buy cheap cows as long as you don’t want to sell them. If you are going to sell those cows in three, four or five years time you need to buy good cows that are easy to sell.


Spend
To upsize you have to downsize the wallet. You have to spend to invest. The profit we have made this year is going back into the farm  as fertiliser, a mill feeding system and I’m going to spend $160 000 drilling for water. There is a risk but I’m willing to take that for the potential gain.

Workshop summary


Bryan and Annette have grown their business by having confidence in themselves, making opportunities for learning from their mistakes. “We could have given up probably 10 times in the last 30 years when things have gone wrong, but always remained positive and turned things around".

Their track record is

· started sharemilking 150 cows in Northland in  1982

· almost went belly up with their first small purchase = asset rich‑cash poor

· moved to Canterbury as sharemilkers, with 90% equity

· eventually grew to two jobs with their own runoff block

· built a cowshed on the runoff, traded cows for land to expand to a viable dairy unit

· now are living “off‑farm,” looking forward to the future as “dairy investors.”

Key factors in success

· Focus on growth more important than profit ‑ they have invested 20% per year into

                   growth, meaning Farm Working Expenses >60%Gross Farm Income.

· Periods of consolidation have been essential part of the growth.

· Do the figures on options ‑ know when to say no and walk away; max 25% GFI

        debt service. They were criticised as Canterbury sharemilkers with high equity not

        being used to grow, but none of the growth‑budgets worked.

· Be prepared to change, anytime, e.g. at the moment with high feed prices, consider

        selling cows and run self contained for grazing this year.

Take home message

· There are still opportunities for people to begin at the bottom of the ladder and grow

       their asset towards independence. Don’t sell yourself cheap ‑ seek reward for effort in

       management; e.g. share of milk income versus wages. But Attitude is everything.

· Never buy assets for capital gains ‑ budgets must work on paying back the debt.

· Learn from others - “Never buy today what you cant sell tomorrow.” ‑ Max Duncan.

· Cows breed, land doesn’t.

· With declining commodity prices, standing still is not an option ‑ grow.

Discussion points

· Equity partnerships? ‑ Bryan generally sceptical they are exploiting cheap labour

       options that people tie in for too long. Considers that he uses equity partnerships now

       with the bank and has the freedom to make all his decisions.

· Decision making philosophy? - Beeston’s seem to be able to make them very fast.

       Key seems to be “at least make a decision.”
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