Lower Cost Land

Stuart Moir

West Coast

My background

I am in partnership with Jan my wife who does all the financial work, administration, building projects - new or repairs, house renovations, attends to the children and is involved in the PTA.

Twenty two years ago I first walked into a lecture room at Lincoln College. After three years I had completed just enough work to pass an Agricultural Commerce Degree. When I finished at Lincoln I got a job with the Rural Bank based in Greymouth. This was 1980 and diversification was the key word. At that time agriculture must have been at the top of a cycle. Three years in the Rural Bank was a real fun time - there were happy farmers, low interest rates, the government had lots of money, there were many incentive schemes, land development encouragement loans, livestock incentive schemes and West Coast drainage dispensary loans. Lots of marginal land was developed and this was an important time for the West Coast. I learned that in order to diversify you needed to have a sound financial base from which to develop.

During my three years with the Rural Bank in Greymouth, I had covered most areas on the Coast from Haast to the Karamea, and had a good idea of what was available and where I wanted to go. I decided to become a dairy farmer and found what I thought was the best sharemilking job in the country. I’ll never forget my boss at the Rural Bank who processed my sharemilking loan description of the property. It went like this -  “An unattractive, untidy, weed infested, disjointed farm with low potential on poor soils.” I was young, full of enthusiasm and with my eyes wide shut I launched into the venture. It took a year for me to fully appreciate that my former boss’s description was absolutely correct.

Land purchase and development

I don’t use a computer, I don’t calculate EBITs, return on investment, return on equity or anything like that.  I operate on gut feel and seat of the pants type stuff. 

The West Coast environment

Dairy processing facilities 

 The Westland Dairy Company is located at Hokitika. There are approximately 366 suppliers, average farm size 260 cows. Last year they processed 28.8 million kgMS/year and they collect milk from Franz Josef 140 km south and Karamea 240 km north. A very spread out collection area. Share price at present is $1.50 per share on new supply and any additional supply from existing farms. The company is in a very strong financial position. We have always had a high advance pay out and the company has always had a competitive final pay out.  Annual growth over the last ten years has averaged about 8%.

Climatic and environment characteristics of the coast 

Rainfall averages between 2 metres and in the worst areas 5 metres. Unfortunately it is unevenly distributed. We have big dumps in the spring and not enough during the summers in the drier northern areas. We have little wind. Our winters are becoming milder. Most farms are located along river valleys and their associated terraces. There are huge variations within relatively short distances which make all farms very different.  

Soils types and their characteristics

There are five main groups.

·  The best soils are the alluvial river flats located alongside rivers.  They have very  

 high natural fertility and can grow between 10 and 14 tonne of dry 

 matter/ha/annum with an  average of 11 tonne.  These soils can pug but they dry 

 very quickly after rain and are drought prone especially in the northern areas. 

·  The stony silt loams on terraced country had  natural vegetation of beech,  

predominantly silver beech. These soils have high natural fertility and can   

grow between 10 and 14 tonne of dry matter/ha/an. 

·  Pakihi terrace soils had natural vegetation of silver pine, stunted manuka, moss  

 and fern. They have very low natural fertility, poor drainage properties, cemented  

 iron pans so water needs to be drained by run-off. They can growth 6-8 tonne of   

 dry matter/ha between October and March and therefore they are summer country.   

 There is a mix of hard stony granite ridges with large peaty hollows in between.

· The red pine, white pine terrace country. This is the most difficult soil type with  

very low natural fertility and very poor drainage. It is a mix of peat and bottomless   

blue pug.

· Swamps are another very difficult and high input land type.requiring clearance of flax, stumps and logs. Fortunately, there is not a lot of them.

Farm characteristics

Our farms are disjointed, and broken by roads, rivers, railway lines, bush, swamp, gullies etc. They are difficult to manage. We have 30% river flats and 70% pakihi and terrace country. They are probably tidier than they were 20 years ago. We are achieving between 600 and 700 kg milk solids per hectare from a stocking rate of 2 to 2.2 cows/ha.  

Maintenance and development 

We have a digger and a full time operator and average probably 2 000 hours per year over the last five years on roading, drainage, humping and hollowing, green bush development, river protection, roof raking, rock picking and any other associated regrassing work. 

Development is expensive. For humping and hollowing we aim for 40 metres between hollows, so a digger will go through a block of ground and will dig pilot drains at 40 metre intervals. We aim to have a height difference of 2.4 metres between the top of the hump and the bottom of the hollow. In order to get that we need to dig our pilot drains to a depth of 1.2 metres. All the fertility that we have built up in the last 20 years is buried in the bottom of the hump and we start again dragging stones and firm stuff to the top of the hump.  

Cost of this development based on contract rates is:

cost per hectare

· Earth works and ground preparation -


 $2 500 

· Capital fertiliser, initially one tonne per hectare 

 $480.

· 5 tonne of lime per hectare -



 $150.

· Seed –






 $120

· crop 15 at 400 kgs per hectare just after the

 grass has struck,  40-50 days



 $200

· Urea, first year





 $220

·   Total cost


 

           $3 670./ha
With your own digger you probably save between $800-$1000 per hectare.  

Through this development we are creating a Canterbury soil type with a West Coast rainfall. We are turning our worst ground into our best. If we assume a base production of 400 kg milk solids per hectare on the old ground, we are achieving 800 Kg milk solids in year one. It does not take too many years to pay for this. It gives us options, less pugging and more pasture growth at each end of the season which is very important. Importantly, all costs are 100% tax deductible.  

Green bush development has similar costs to humping and hollowing. Big trees are costly to deal with but there is a pay back in firewood contracts which can almost cover the costs of the earthworks. In year one, you could achieve 600 kg milk solids per hectare from basically nothing.

Low cost land

We recently bought a block of reverted pakihi, 440 hectares at $920 per hectare.

Low cost land is an interesting concept. We have tended to buy difficult properties. We have always bought when the dairy prospects have not been good and have been lucky enough to buy neighbouring properties close to our base operation. We have always based our purchase price on existing production and don’t believe in paying for potential. There is no such thing as cheap land, it all comes at a cost. Lower end land values are under pinned by forestry options. On the West Coast another thing to be wary about is river boundaries. They can devalue farms big time. 

Sales on the coast at the moment vary between $9.50 to $14.00/kgMS. That converts to

$6 000-9 000 per hectare depending on the level of improvements, building and houses.

Labour options

 We run a 50/50 sharemilker who milks 650 cows of 270 hectares. We have a 25% lower order sharemilker who is going to milk 560 cows on another 250 hectares and we have two herd managers. One milks 820 cows on 340 hectares and another milking 380 cows on 170 hectares. Five or six years ago we thought that 50/50 sharemilkers was the way to go. In a year like this it exposes landowners. There have certainly been a number of sharemilkers on the coast that have taken the money and run. It is probably difficult to attract large herd sharemilkers to the Coast so we are pretty happy with the spread of our labour.

Opportunities and challenges

We aim to hump and hollow or regrass 10% of our farms annually. This will allow us to grow at 16% annually. We are looking at irrigation on our lighter soils. That will be a K- line type system for use on 20% of our light soil types. Other options:include maize silage and maybe kale and winter crops. I think after this year we have realised that we cannot rely on Canterbury for feed and we will have to try and do it at home. Other options we are looking at are; tunnel houses for wintering cows and calving cows to keep them off the paddocks, and  once-a- day milking. This is a prospect that really excites me for some of our harder country. It could revolutionise the dairy industry.  

Other things at home - We have taken out a 50 year sustainable logging plan over all of our bush.  We have 400-500 hectares of native bush and this will enable us to get a small return for extracting, maybe one log per hectare/year. At the moment there are dairy farmers pushing trees over flat out as they think in the future they wont be allowed to. What a huge resource that is going to go up in smoke - basically firewood. We have also planted a few pine trees.

Summary

·     We are regularly challenged as to why we are still farming on the West Coast. For us     

it is what we know and what we are comfortable with and the family is happy there, most of the time.  

·     Development and progress is very satisfying.  

·     We have trust and confidence in our Dairy Company. They are always top 

     performers.  

·      It is important to be positive and have respect for the land we farm. It is important to 

     have respect for what  the land is able to do, because, at the end of the day it is a  

       mind game and  wrong mindedness can destroy people. 

·      It can be very tough on people and cows but every year it gets easier.  

·      I have a healthy respect and admiration for the dairy cow and I know I have been 

     brutally hard on them in the past. I hope one day that I can feed them well for 365 

     days of the year.

Conclusion

For decades the West Coast has been hammered by vocal minority groups. We have been back up, battened down, chased out of bush, coal mining and gold mining operations. There is not much on the West Coast that these minority groups can pick on now. They will start looking for someone else to pick on and it could well be water quality issues and river flow rates and the likes on the East Coast - so, prepare yourselves.  

The message is that there are still opportunities on the low performing land.

Workshop summary

Not a coaster by origin, Stu was attracted there after Lincoln graduation. Three years with 

Rural Bank in Greymouth helped him understand the district and the opportunities. Went  sharemilking and purchased that farm to diversify into deer. Realised the meat industry couldn't match the strength of the dairy industry. Stu and Jan now have 2400 cows with a range of staff systems on four farms that are:

· Disjointed by rivers, roads, railways, bush, swamp and gullies.

· A mix of soils typical of the variations that are on the coast

· Producing 6‑700 kgMS/ha from 2‑2.2 cows/ha

·  Will grow from 650,000 now to l m kgMS in three years

·  Also own a grazing farm at Culverden.

Key factors in success

· Turning their worst soils into their best by hump and hollow technique – “creating a Canterbury soil types with a West Coast rainfall,” ‑ current cost $3670/ha to lift performance from 400 to 800 MS/ha in year one.

· Green bush development similar with firewood sales to offset some costs, and 600 MS/ha year one.

· Own 12 tonne digger with full time operator averaged 2000 hours/year last 5 years ‑it can do just about everything

Discussion issues

· Cost of land development and the life of the humps and hollows? Undeveloped land sells for about $900/ha so total cost of $4500‑5000 for 400 kgMS gained is cheap although not including tracks, water reticulation, etc. 

· Environmental constraints? ‑ Moir farms have a wide ranging resource consent that covers clearing, draining, shingle extraction. DOC control >90% of forested land on the West Coast; there is a only a small amount of farmland being developed. 

· Westland Dairy Company ‑ the Moirs have trust and confidence in its future. There is an upgrading programme that requires growth of milk volume to succeed. Survey suggests there is non dairy land available to expand. Share price $1.50/kgMS. 

· Canterbury as a cheap source of supplementary feed can no longer be relied upon so needing to look at on farm options like maize silage, kale.

Speaker's “Take home message”

· There is potential for economical growth on the West Coast, but where you live is a

          family decision ‑ you have to want to live there!

· Over the last decade vocal minorities have hammered away at the Coast and closed

          down sawmills, coalmines, goldmines, etc ‑ there is not much left; they will have to

           pick on other areas soon ‑ like water quality and flow rate issues on the east coast.
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