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If you’re not changing, you’re going backwards!
That’s what Ag Excellence Alliance and Grain
& Graze 2 program’s Adaptive Management
Groups of farmers from across Eastern SA
discussed at a forum on Managing Risk in
Adelaide on Tuesday, 31 July.
Many individuals working on the family farm
recognize change is required to survive,
prosper and grow the farm business and
that change may also be required to provide
personal growth. Creating change also brings
with it an element of risk taking and uncertainty.
Some of these risks were identified by Mark Gardner who then outlined some steps farming families could
take to mitigate them. Mark is a consultant based in Dubbo and his company, Vanguard Business Services,
helps over 320 farm families to improve their landscape, their lifestyle and their profitability.
Mark began with a quote from Abe Lincoln: “The dogmas of the past are inadequate to the stormy present.
The occasion is piled high with difficulty, and we must rise with the occasion. As our case is new, so we
must think anew and act anew.”
Mark explained, “it is good to bring practices through from the past that work work but we don’t want to
be thinking in agriculture that the future is going to be automatically like the past has been. Many forces
shaping agriculture into the future are significantly different than those that have had influence in the past
therefore we have to adapt accordingly.”

Megatrends

There are some mega trends in agriculture that we need to be aware of. Increasing world meat consumption
is a megatrend. There is going to be a massive increase in red meat consumption from China and India.
Another is corn use for ethanol in the US and its massive knock on effects on demand for farm inputs.
Another is the slow but constant increase in fuel prices over time.
“You need to understand how those megatrends impact on your cost structures. If we have a business that
is heavily reliant on inputs that are going up at 10% /year then what does it mean in five years or ten years
time,” Mark asked.
“Inflation in agriculture seems to be running at 10-15% on our inputs rather than the 1.5-2% we commonly
hear about. So if you look ahead 5, 10, 15 years, which will be your farming careers, how are you going to
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respond to that in your business?”
“The trend toward more variable climate is another consideration. So how does our system adapt an
approach to a more variable climate, because it is a big risk factor?”
“Other factors will impact on our future and need consideration in our planning over the next five or ten years.
An important one is labour supply, quality and cost. It is becoming difficult even to attract back daughters
and sons to farming families. So if you have a business that is based on 3-5 people and those people retire
or leave how are you going to replace them? What’s your strategy? What will the costs be?”
Availability of capital, just being able to borrow the money from the lenders as we did 5 years ago is a really
big challenge.
The cost of land is so astronomical versus the reward or business return you can create from it in some
areas we need to consider if it is still a good investment these days.

How do we respond?

“But there are ways to expand, leasing and agistment are two. “Some of our clients have animals and not
land. They place them onto someone else’s farm who has land but no animals. How well is your current
model going to work into the future? The whole issue of profitability and risk is very big.”
“The key thing is knowing the megatrends, making conscious decisions about how you are going to adapt
and making sure you are following the right strategies for the way your business is going to be in the future.
Don’t assume that you can just get people when you want them or that you’ll grow and buy more land to
bring back another son or daughter if that is not a good business case.”
“If you look at land around the Coonamble-Walgett area, prime black soil country, values have gone from
$250/acre almost $1000/acre in a risky cropping environment. The big driver of that is money from overseas.
How do we respond?”
“There is huge room for optimism but it will be different into the future and we must adapt accordingly. The
recipes of the past don’t always hold true into the future.”
The first thing is to be clear in your goals, what is it in your business that you are trying to achieve? What
level of profit do you need to sustain yourselves now and into the future? Be clear on goals and profitability
but also be clear on your lifestyle goals.
Farming, like any small business is greedy for your time. It will take every spare minute you let it have. So
when you are thinking about your goals consider what needs you have for profitability and what lifestyle you
are going to create and demand from that business. Then make it run accordingly. That is a discussion for
each individual family to have but it is absolutely critical.
“How do you want to leave your land? When I talk about this to new clients they will talk about improvements
on the land. That’s not the question. How do you want to leave your soil health is probably a better question.
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How you want to leave organic matter, fertility and biological soil health is important because that is the
actual resource upon which your wealth will be created.”
Vanguard does lots of financial, social and soil health benchmarking with clients because often perception
and reality aren’t always the same. They look for key indicators to try to track the changes over time. That
helps to learn about and shape all three areas of the business. “It’s no use being the most profitable
business if you are burning people out. It’s no use having an enjoyable business but not making any profit.
It’s no use having immaculate and improving soil health and land health if you run out of money. They have
to be in balance.”
“It is good to measure reality across a range of parameters such as financial, people and land health.
‘Sleepability’ at night is a fundamental one. A lot of our clients wake up at 3am churning. I think that is an
indicator that things are not right. It’s ok every now and then but if you are doing it consistently, sleep is a
good key performance indicator that things aren’t going so well.”
Each family business is likely to have different goals. Also, people within each business won’t have the same
goals. The biggest assumption in multigenerational family businesses is that people have the same goals
across the generations. “It is common for one generation to have their foot on the accelerator while the other
generation has got the handbrake on. Its impressive, lots of sound and light but it doesn’t go anywhere and
burns a lot of energy. If we can release the handbrake it could be a really good thing and the first place to
start is the goals.”
When the family business has determined its goals it is important to write them down in a 3-4-page plan for
the future. If it’s much longer than that no one will look at it!
The most important goal listed by farm families we surveyed was to have children in worthwhile occupations.
We hear that farmers are profit motivated but that is not always the case. They are after a level of profit to
sustain them now and into the future but after that the motivation to create marginal increases in profit is not
as great as some lifestyle considerations.
Know what individuals’ goals are and do not assume that everyone in your business is motivated to
maximizing profit. Some may be while others are more motivated to keep out of debt. Not recognizing this
can create tension.
Is your farming family happy? Vanguard worked with a social researcher to develop a ‘happiness’ scale
to actually measure happiness over time across 15 criteria. Generally, happiness levels across the scale
were good but some common problem areas were identified: “family members making decisions, lots of
arguments, criticism of me, doing fun things together.” Are you getting the enjoyment of doing fun things
together as a family or are you only focused on maximizing profit?
“We got some people in to do some training in working together and communicating and then we re-did
the scores afterwards. It just goes to show that people can change. After hearing some of our speakers
and participating in a program there were significant changes over time in those areas about arguments
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and conflict, etc. So get some training and some people to give you a hand because it can make a very big
difference. If you are not happy in a family business it doesn’t have to be that way.”
“What options do you have when faced with megatrends? We are asking our groups to track their 5 major
cost areas over the last 5 years. If we then project them out over the next 5 -10 years you can think about
the options you may have for your business based on that. So it’s not then just a global trend but something
happening for your own business. You then start thinking about how you might respond and that might
create some options for your business.”
“We are looking at strategies for having a reduced reliance on inputs like chemical, fertilizer, fuel, machinery
and labour. They keep going up at huge rates every year. It really is about recreating a more regenerative
farming system. It is no use relying on inputs if they are doubling every five years. You have to have a
response because your margins are just getting crunched. In our area when we get a more variable climate
what we end up with is a magnified risk. So we are really hammering our costs of production and it is
throwing up some really different farming systems and approaches.”
“Some of you will have up to 30 more years in your farming careers. What will your farm look like then and
how are you negotiating that and positioning yourself for that? Whatever you do must be flexible. If season
is not going for you, how flexible are you? If the season is fantastic can you take advantage of opportunities
or do you roll the program out regardless of what happens?”
Simple is better! “Some businesses are so complex that they might have 15 or 20 enterprises all intertwined
and all reliant on one person who can keep it all happening. What happens if that person gets crook or
wants to have a holiday?”
Here’s an exercise: work out your profitability of running merino wethers and if you cant beat the profitability
with what you’re doing now, then why are you doing it? Work out the profitability of the easiest option and if
you are not beating it significantly by the degree of difficulty of the thing you are doing then WHY are you
doing it? Each time you add complexity you add risk. The risk must be offset by the reward for handling
that complexity. We work with farm families to simplify things. Diversifying reduces risk to an extent but you
don’t need 15 different enterprises, 4 or 5 are plenty. Otherwise you create a risky lower profit business that
burns people out.
What are the points of control do you have to indicate when things are on track and going well or when
things are not going well? If you have control points you can change or adapt accordingly. You should have
them for financial, people and land aspects of your business. For example, how many wine bottles are you
recycling weekly? Are you exercising as regularly as you used to? Are you not sleeping when you used to?
Is your diet changing? The human body has a great way of enforcing rest on people and it is not always the
way you’d like. So just be aware of the pressures on people, the business financially and the land.
What is your mindset? Is it positive, optimistic and energetic or is it something else? How many days of
holiday did you take? Mark’s gut feel tells him there is a correlation between farm profit and holidays and
a correlation between no holidays over time and accidents, illness and low profitability. There is no use
creating a business that is making money and burning people out.
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“The most important thing that we as consultants are able to do with our clients is create time for them.
Stephen Covey said: ‘Have you ever been too busy driving the car to fill up with fuel?’ Have you ever been
too busy working in your business to worry about profit?”
“We try to free up a bit of time to take the pressure off so that they actually can scratch out some gross
margins, think about what their goals are and talk to other family members. Time is one of the most valuable
assets in a farm family business.”
Farming has replaced mining as one of the most risky professions. It used to be mining but they have
tightened their act up. When people are tired they don’t always make good decisions and sometimes they
hurt themselves. Don’t make that you!
The suicide rate amongst farmers is a problem. You have an opportunity in your business to make sure you,
your kids and your employees are happy, are meaningfully employed and have a purpose for life. If we want
to attract kids back to agriculture lets make it attractive for them. So if you’ve got a fair bit of that negative
stuff happening then stop, look at the reality of the situation, look at your options an redesign the operation
because there are always choices.

The five key steps that we coach families on:

1. Ensure clarity in ‘who does what’ in the business and how it will change over time. That’s called
a job description and will cover things like how many hours a day you’ll work on average (forget about
harvest time). What is the expectation about hours/week, days/week and holidays? Get consensus
and write it down. Drawings? What cars we get to drive? Housing? Education? Lets get it out into
the job description and take out a layer that probably causes 75% of the grief for farming families.
2. Develop effective communication. If it’s not working so well get someone from outside in to help
and they can drop out over time. What better way to start than with the job descriptions? Get a
frequency that works over time. Create a forum so kids can be involved as well. Know the strengths
and diversity within the team.
3. Develop a common sense of purpose. Start to think about the future. That helps people to move
into and out of the business. It is a ‘big ask’ for families who have never spoken about this stuff and
can’t agree on drench for the sheep, to talk about succession planning. If you get this stuff going
then automatically succession planning seems to happen. Do some training together.
4. Build-up knowledge and skills in the business. Get the training you need. If you hate bookwork
contract it out! Build a commitment to learning, training and skills development. Identify and
successfully implement new ideas. Develop and maintain a positive attitude at all times. Work equally
hard on yourself and your business. Reflect learning in the regular family meeting forum. Budget for
ongoing people development.
5. Maintain a balance between work and family time. Design your For more information Mark
own ideal work-life situation. Work towards shaping the business to Gardner can be contacted at
minimise stress and better achieve your ideal work-life balance. Pay www.vbs.net.au
attention to mental and physical health. Review this in the regular mark.gardner@vbs.net.au
PO BOX 1395
family meeting.
DUBBO NSW 2830
(02) 6885 1925
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