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1. Executive Summary

Since my returrirom agricultural collegéo every family and their farming business, as the
our family farml have been encouraged to dynamics of each situation and the individuals
participate in the financigplanning and involved are so varied. However, | did identify

management of théusiness. This quickly some ways to assist with managing

developed to allow me talsoassume generational change.

responsibiliy for the strategic direction.
realise how fortunate | have been, and am
well aware this is not the case for many new

entrantsto farming Most strugde to prise the in Ireland and th_e Ulind other EU member
cheque book, never mind assets such as land states | met family farmers who had wrestled

FNRY GKS 3INIFALl 2F GKS §H4NRakio dg abpusiguolying thenext,

generation. Some did nothing and only
lEf G22 2FGSy AGQa S| akesidkd thedr ertodden Rwas toddgtel A y3 (1 KS
RAFFAOMzZ 0 AadaadzSasz OK?22 Dthefsideniifidd tide lned tdzAskgatd K+ & FA St F
AyaiSIFcReé 06SOFdzaS Al | LRSONBIE2RY UNBFYyhA ¢! addi RA

My travelstook me to New Zealand, Australia
andChina as well as codsiring the situation

result, the ostrich approach is usually the go about it. | encountered facilitators trained
preferred option, meaning succession in mediation who assist farming families
planning is anything but, and only occurs on through the challenge. By defining their aims

the death of a senior family member. In other at the start of this process, the famigek to
cases, poor advice or complete lack of expert get from where they are now to where they
input can create huge problems and financial want to be.

burdens for the next generation of

agricultural family businesses. Open communication between all family

members is a key step to removing the

Farming in an area where owner occupied mystery and mistrust that often besets

family farms dominate, | have seen many intergenerational transfer of farm businesses.
examples of poor succession planning and my  Agreeing the outcomes by consaus and

study sought to find solutions to assist with including all parties in the process, means the
this complex problem. aims are more likely to be reached with all

family members still on good terms. The
thorny issue of divorce is a big concern when
transferring assets, although | came across
several options to potetially tackle this.

Intrinsically linked to ttsis the ability of the
new generation to have sufficient
management training or experiee to
prepare them for the task of setting the

strategic direction and managing this family The acquisition of management skills again
enterprise. Often the youngster is not as depends on the individual and their learning
business savvy having been focused more on experience or style. Training providers need
the daily production routine, and many find to focus more on meeting the needs of the

themselves out of their depth dealing with student rather than pushing farmedown the

finances, staff issues and asset management. route of achieving academic qualifications,
which do not necessarily improve thepacity

| found no single answeo either of these to manage their business.

two issues: o solution that can beplied to
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2. Rersonal ntroduction

| am a forty something, practical farmer who family farm near to Newtownards on the Ards
completed a Higher National DiplonidND or Peninsula, in Northern Irahd.

Have No Degree as we callediit)Agriculture
at the Welsh Agricultural College. After
spendingsix months working on livestock and
cropping farms in Australiareturned to the

| am married to Jillian and have two cién,
Alexander 13 and Carys 11, though it is too
earlyyet to know whether eithewishesto
farm.

Carys, JillianAlexander and met Hobbiton, Northisland, New Zealand

At the outsetl wish to express my heartfelt Given the difficulty Jillian and her family have
thanks to my wife and children for indulging had todeal with, | am fortunate that | was
me and permitting me to undertake my allowed to complete my study.

Nuffield journey. This is of particular _ _

AAIYATFAOIYOS IAPSy (kS AP BRO FRErel thaplsmy parepisiary 5 4 a ¢ ¢
Lynn died suddenlin July 2011, a few hours their encouragement over_many years and of

after Jillian, our children and | arrived in coursefor taking care of things at home and

Wellington, New Zealand. They had only on thefarm during my times of absenand
joined me in Aucklanglistten days before we the prepaation of this report.
had to return home, following this tragedy.

GLYLINRGAY3I GKS OF LI OAGe G2byVdhiyMadi® OKFy3IS Ay TFLYAfe& FFN¥Yas¢
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We have a modest farming business which | little regard to their wishes. Often farmers

farm in partnership with my parents. retire and die on the same day withbhaving
Livestock are the main enterprises with a thought too much about succession planning.
commercialsheepflockand suckleito-beef The result is therefore anything but planned. |
herd. We grow a small area oérealswhich am aware of countless examples where
provides grain and stravof home use and in generational change has been poorly thought
2004 established a biomass business out, sometimes leading to the eventual sale of
producingand processingvood chip as a the farm or worse still, dision within
renewable fuel. families.

Our farm is typical for Northern Ireland being My Nuffield study sought to identify potential

owner occupied and family run. We are solutions to the barriers which prevent the
constrained geographically living on a younger generation being given an active role
peninsula but also bthe limited opportunity in the ownership andnanagement of family

to expand our farming business, given high farming businesses.owe sincere thanks to
capitalised land values and the minimal supply  the Nuffield Farming Scholarships Trust which
of available farmland. The only realistic ot recognised some ability in me and saw fit to
to increase the area farmed to compete award me a Scholarship. Thanks are also owed
with neighbouring farmers for rented land to the Thomas Henry Trust and its Trustees
whichist @1 Af 6t S 2y | 2y S fér Brovidihgihe Endrici@) heFoérce to fund
basis a systemunique to this part of the my study. | hope the findings help coitiite
world. to the restructuring of family farms in

Northern Ireland to help diversify and

Traditionally farms pass down the generations strengthen the rural economy.

usually to the eldest sorsometimes with

GLYLINRGAY3I GKS OF LI OAGe G2byVdhiyMadi® OKFy3IS Ay TFLYAfe& FFN¥Yas¢
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3. Background to sudy

The simplest way for parents to assist one of
their children tofarm would be to give all

their assets to one offspring and forget about
GKS NBadod I 26SOSNI GKAA
parentYetirement or their desire to give
something to all their childremThemost
equitable mannetto treat the next geeration
would be for parents to sell thefarm to

support them inretirement, splitting any
remaining proceeds equally betweaf of

their children Due to thecurrentlevel of
investment neededo farmin the UK because
of the cost of land, machinery, et al., the
reality is that without inherited assets there
would be no second generatiaf farmers.

As parents we all want the best for our
children and aim to do what we can noake

their way easier if we are able .t®uringmy
Nuffield study the key thingobserved was

that the peoplewho managed the transition

to the next generation most successfully,

were those parents whose main focus was to
maintain good relationships within their

family. The long term success of their business
was at best, a second# priority.

The reality ighat some form ofransfer from
one generation of modiarming families is
envisaged. Bving seen the difficulties faced
by many new farming entrants to get a foot
on the ladder of farm management and
ultimately ownership, | saght to identify
ways to ease th path for the ext generation
as one aspedb improvingthe capacity to
manage change within family farms

| have also seen locally the problems which
can arise when generational change has been
mismanaged. There are nunwers cases

across Northern Ireland where poplanning
and ambiguity has teto family fallout and

GLYLINRBGAY3I GKS OF LI OAGe

G 2by¥YdhiyMadis OKlFy3aS Ay Tl YAfe@

sometimes the sale of the farm itself, because
of intractable hostility between individuals.

Allfop pitsy theropgitls comanunieation  k &
between family membes about what will
happen in the business in the medium or long
term. Individuals may make assumptions that
turn out very differently in realitybecause
they have not discussed thesises with others
around them Many families have good
relationships on a personal level but when it
comes to organising the business the sparks
can begin to fly. This is indicative of the
younger generation seeking to get some
responsibility for decision making, while the
older generaion try to hold onto their
authority. Alsq disputes between siblings who
farm together can arisparticularlyonce in

laws arrive on the scene.

Often there is no strategic plaor family
farmsand a lot of frantic bad scratching only
takes placen ahurry when the neighbouring
farm appears for sale in the local paper. A
similar situation can arise if a farm family
member dies suddenlywith an out dated will
or, worse still no will at all.

| believe that other countries are better
equipped than thdJK to address the issue of
generational changwithin family farmsl
hoped by visiting Australia and New Zealand
who appeared to bemore developed in this
field, I would be able to identify measures
that could be adapted to UK conditiondy
visit to China was somewhat opportunistic,
offering the chance to visit a fascinating
country at an interesting junctureyith the
safety of joining several of my 2011 UK
Nuffield peers. However, unless we adopt a
one child policy or have stricontrols with

the UKgovernment owning all land, China
offered little with regard to succession

Tl Nyacg
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planning. Training and education on the other It seemed to me there was little poiirt

hand provided a lot of food for thought. successfully handing over the nsi to the heir
apparent,if they were inadequately prepared
in terms of thei maturity or management
capacity

| felt there weretwo distinctaspects to my
chosensubject

x  Firstly, the issue of succession

A _ _ o | was particularly interested to look at the
planning iself,to identify a willing

issue of upskilling farm managers who felt

avictimé by consensusand ensure an (KSe KFR arfoimalkgicCifil G K S A
orderlytr.a.n'sfer of assets and _ training.In the UK too many young people
responsibility to the nexteneration, complete agricultural training which is

secgring the long tern‘uturg of the focused on competence in practical

business, as well as allowing the older production agricultue, butthey have only

ge?neration- to step back and take limited experienceA y (G KS &0 A3 drBAFO G dzN
things easier.

x  The second aspedtientified was the
ability of the new generation to
manage the businesster
implemention ofthe succession
andto plan strategically for its
development or diversification.

GLYLINRGAY3I GKS OF LI OAGe G2byVdhiyMadi® OKFy3IS Ay TFLYAfe& FFN¥Yas¢
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PART A : SUCCESSION PLANNING

4. Why undertake succession planning a2

For centuries there was pressure on
landowners to produce a son and heir to carry
on managing the family estate. This was
perhaps most apparent among kings and the
landed gentry.

Today there is similar pressure on farming
families, not to produce a son but a successor
to continue the busiess. We might ask the
guestion:why isagriculture different to any
other businessMow much researcts
undertaken to establish the situation around
managing the transfer of a corner shop to the
son or daughter of the proprietord?ow is
farming so different?

Part ofthe explanation is becaugamily
members tend to have an affinity to the land
their family farns. Any succession of this asset
is directly tied tathe emotions, feelings,
thoughts,attitudes, traditions, and beliefs of
all the people who combine to make up the
family circle. This eveincludes family
members who majave no financial
connections to the outcome, such as siblings
of the successor/sThe process would be
much easier if the farm and the family could
be treated in isolation, the reality is that they
tend to blur into one entity.

In order to consider the issuesound
succession adbloodline planning, | examéa
the current situation irthe UK generally and
more specifically Northern Ireland. With
virtually 100% owner occupied farms in my
region and the vast majority run as family
businesses, | wamnecdotallyaware of
numerous cases of poorly implemented
succession transferg-arm sizeands to limit

GLYLINE @A VR ORKS® G2

the ability of farm owners to undertake
business management training, with a
minimal use of farm consultants. The
structure is significantly different in Great
Britain with larger farm size and a higher
proportion of corporate and tenant farm
There is much greater use of outside
consultants to provide management advice.
However there is also a second tier of more
traditional family farm businesseloth

owner occypied and tenantedthat show
similar weaknesses to those in Northern
Ireland.

The Republic of Ireland has a similar structure
to Northern Ireland, with the vast majority
being family farms. They halikewise also

had aproblem with small farm size and issues
around succession. This has previously been
identified at a national levelyhich resuled in

a Farm Retirement Scheme (AppendixXThis
was meant to assist with the consolidation of
several smaller farms run by farmers of
retirement age into one larger, more viable
unit, to be run by a younger farmer. Payments
were made to theretiring farmers to allow
them to retire with dignity and receive a fair
standard of living. There were strict rules
around the eligibility of the participants as
well as prohibiting the retirees from
undertaking any work, paid or otherwise, in
the new uni. In reality however, it was
common for retirees to continue to undertake
work for the new business, and the financial
inducements simply hastened what wasing

to happen anywayT hiscould still however,

be viewed as a positiveutcome, if not an
efficient use of taxpaye@noney.

YIylF3s GJoghMartinA PART IASHECESSTON RIARINING
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| spent several years when | was technically a
young farmer (under the age of forty, as
defined by the European Commission),
representing the interests of over one million
EU younger farmers. This culminated with a
four year spell serving as Senior Vicedrient
of Conseil Europeen des Jeunes Agriculteurs
(CEJA), from 19992003. During this time |
was afforded the opportunity to see many of
the systems of farm succession across the
European Union, both positive and negative.

For as long as | can remenmlibe average age
of farmers has been increasing, perhaps now
having crossed the sixty years threshold in the
UK. Also for as long as | can remember, there
has been the cry that we need more young
people coming into the industry to provide

the enthusiasm ad entrepreneurship to drive
the sector forward and meet the challenges of
the future. Figures from the 2011 agricultural
survey from Eurostat, the statistical agency of
the European Commission, show that the
average number of farmensnder 35 years

old, as head of a busesswas 6% across the
whole of the European Union. The figures for
the same year were 2.8% for the United
Kingdom, 6.9% in the Republic of Ireland and
9.1% in Finland.

In Northern Ireland little habeendone to
reverse thisaging trenddespite asmall
number who are creating share farming
arrangements, or new farm business
structures.The greatest encouragementifo
young people who want to farmvould be an
agricultural industry which is profitable
without subsidy andhasthe respect ofvider
society.

DAGSY GKI
biggest barrier to new entrants is access to

GLYLINE @A VR ORKS® G2

68 R2yQi A

land. The sad truth is that if you are not going
to inherit a farm from a previous generation,
it will be an uphill strugglédith huge

inflation in agricultural land values and low
levels of return on capital investatle

problem has increased significantly oike

last 40 years

Having spent a number of years trgito
improve the situation for gung farmers
across the EU disoplayed a role iobbying
for similar measures in Northern Ireland, to
assist the passage of younger farmers into
positions of farm ownership and

management. Led by the Young Farmers Clubs

of Ulster and supported by the Ulster Farmers
Union ard other industry organisationshis
encouraged them\griculture Minister Brid
Rodgerdo commissiora study to identify
whether public funds wold be more

efficiently spent ora retirement sbeme for
older farmersor to assisinew entrants. The
NSadAg G 27
new entran® scheme would be preferable.
Under the terms of the Programme, the New
Entrants Scheme paid young farmers under 40
years of age up to £17,000 of interest subsidy,
over a fiveyear perial, on loansfor capital
investment It closed for aplications in 2009
having assisted over one hundred young
farmers.While useful to those who receive
financial assistancedzO K
however deal with the real issues around
intergenerational change. They simply offer a
financial incentive buR 2 y Q (i
complete package to manage the family
relationships.

| hoped my study would allow me to get a
better grasp of the issudmelow the surface

LINE ANJ YYSa

LINE JA RS

(KS Osmatadd Gl yiQ:

R2

0K

2 iddniffy way fo bl this fhomy@ A Y 3 S

issue.

YIylF3s GJoghMartinA PART IASHECESSTON RIARINING
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5. @mmon farm businesstsuctures

Agricultural businesses around the world are
operated under a range of very different
structures.

None of these will be suitable in every
situation and will vary according to the family
dynamics, the scale of the business au@m
and the legal and taxation regulations
pertaining to the particular jurisdiction. New
Zealand for example has no capital gains or
inheritance taxes. This provides a much more
flexible system with regard to land transfers
and trading, providing greatepportunity for
younger farmers to purchase or inherit land.
The prevailing norm for transfer of assets will
also vary according to the attitude of a
particular agricultural industryn China, the
government owns all land and it has to be
rented by thefarmers, who may work with
other family members in the business.

5.1 Sletraders

Themost straightbrward format is for a farm
to beowned and run by single individual as
asole traderwithout the involvement of

other members of the familyThisgreatly
facilitates easy decision making without
needing to consult with other business
partners. The weakness on the other hand is
the inability to share responsibility or bounce
ideas of someone else.

The majority view among Australian farmers is
& G revely monkey should swing by his own

iFAtéd Ly 20KSNJ 62NRax

farm operates as an independent unit without
obligation to others.The reality is of course
somewhat different.

GLYLINE @A VR ORKS® G2

5.2 Rartnerships

Family partnerships are probablyetimost
common structure in developed agricultural
economies. At their simplest they will be
between a husband and wife. However, once
children arrive and reach a stage where they
may wish to enter the busingscomplications
can occur. Thesatergeneratianal
partnerships become further complicated
when the children marry and ilaws become
involved in the dynamics.

There are also many partnerships where
siblings begin farming together, or inherit the
business at a young age, following the sudden
death of @rents. This can work webut

again becomes complicated once partners
and children arrive, exerting mamgditional
pressures. The resulting separation process
can be difficult to manage, particularly if
investment in facilities, such as buildings, has
been concentrated in one location.

5.3 limited companies

Farm families may operate their business
under a company structure, particularly if
they are large in size or very diverse. This
provides a well undetsod model for
managementnd mayhave nonfamily
members employed who can also have
decision making responsibilitfhere may be
tax advantages tadopting such a formafor
example where corporation tax is at a lower
level than rates for personal taxation. In terms
of kr@nsfetrifig budhBsFae N thsocandffediak |
straightforward solution. All of the assets can
be owned by the company, including land,
machinery, livestock, production quotas or
water extraction rights. The only thing that
passes from one generation to the next is the
shareholding in théusiness. This ensures
continuation of the business with little

YIylF3s GJoghMartinA PART IASHECESSTON RIARINING
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disruption through separationfdusiness and
personal affairs. While good in theosyen
here personal issues can still have gag/e
impact on the company.

5.4 @rporate farms

Corporate farmsre playingan increasing role

in global agriculture with huge international
farm businesses comman the United States,
Eastern Europe and several countries of South
America These have company structures with
many shareholders derivinghincial benefit
through dividends. Such businesses really fall
outside the scope of my study because of the
nature of their ownership.

5.5 SImmary

| sought to consider the issues of farm
business transfefor farming familiesbearing
in mind that they operate under a range of
the different structurespreviously identified

While each of the business types miemted
have their own managemerstructures,even
modestfamily farm businesses can adopt
some of the features of big bumss to
improve their operationakfficiency.

GLYLINE @A VR ORKS® G2

For examplewithin a partnership it is possible
to create a structurewith aboardof
management. Thisanbenefit thedecision
makingprocess and provide farum for
family members to express their opinioas
well as learn about the busines$he board
can also be used to hold individuals
accountable for the decisions they maKée
addition of an independent Chairmaan
ensure all membryiews are treated
equally, while he inclusion of nomxecutive
directors carenhance the skill set of the
board, particularly in relation to financial
matters.

Such a formal setting with regular scheduled
meetings, agenda and minutes, forces people
to think about the impacbf their actions. The
strategic planning ability of the business is
greatly enhanced with such a structure, and
successors can become involved at an early
age, even as observers while still in education.
This can help to condition them and improve
their understanding of the businesallowing
them time to determine whether they really
want to spend their life in the family farming
enterprise.

YIylF3s GJoghMartinA PART IASHECESSTON RIARINING
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6. Transfer of asets and esponsibility

The important thing to state at the outset is
that every farming family is different. No two
businesses are identical aedlenless so the
individuals involved in them. Everyone has
different wishes and feelings with regard to
their lives, and how they rate to those
around them.

Most of those in control of family farms are
over 55 years old. These people have been
round the block a few times during their
careers and have amassed a wealth of
experience and knowledge. This is a huge
resource for any successif they are able to
access itOften the older generation has
grown with a business and into the role of
managing a large scale operation. The next
generationwill be unable to acquire this
knowledge as the business develops, finding
themselves droppeth at the deep end
without the same opportunity to have time to
grow their skills. They suddenly find
themselves floundering trying to manage
finances, staff and market fluctuations. In
many cases they lack the qualities to lead and
motivate stdf or dealwith complex financial
planning Often they have been fosed on

the practical aspects of the business while
their parents had a tight control over financial
matters, strategic planning and business
development. The parents may not even be
aware of the dificulty they are helping to
create, or how they can possibly pass on their
knowledge, gained over a lifetime.

6.1 The Adies(perspective

It is a reality that wenow have an older
generation who live longer, so there is a risk
that in many cases successiwill happen
later. However, it is also more likely that this
new grey generation will want to take things
more easilyand retire.In times past it seemed

GLYLINE @A VR ORKS® G2

that farmers assumed they were going to live
forever.

People who have spent a lifetime in farming
have invariably worked hard to build up a
business from scratch, or developed one
which they inheritedThey will often expect
their successors to work under the sam
conditions and endure simildrardshipsHow
they came into the industry will have a huge
bearing on their view of how they see the
business going forward.

Those who have started with nothing to build
up a successful farming business will tend to
fall into two categories with regard to how
they see succession. The first group will push
their chidren to be completely independent
and to make their own way in the world. |
found this to be quite common in both
Australia and New Zealand, particularly the
North Island. When it comes time for the
older generation to retire they are likely to
sell theirbusiness, but not necessarily to their
children. They may however provide their
offspring with afina®A I £ &t S3
their situation either at the point the parents
retire, or on their death.

The second categoiig parents who seek to
hand their lusiness a to their children
because theyR 2 tyiv@nt them to endurethe
samedifficultiesthey facedthemselves There
is also a recognitiothat times have changed
and the opportunity to be able to establish a
new business may be greatly reduged
depending on where you farm.

Parents often have the view that their
children shouldwant nothing else but to
come home to the family farm witthem.
There are many cases where children came
into farming only because of the pressure
applied by their parers and the fact they
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RARY QU gt yi byerevéaing
they really wished to pursue another career.

A retired extension officer with the
Department of Primary Industiy New South
Walesrelated me situation where a father
who started with nothinghad built up one of
the largest and most successful farm

businesses in the area. He had a son who had

worked on the farm for around fifteen years.
One daythe father announced that he

intended to retire and hand everything he had

built up, over to hisson. The response was not
what heexpected;the son stated that actually
KS RARYyQl sl yi
farming, insteache wantedto become a
cabinet maker. For years after the father
aGNHZAaA3E SR G2 | OOSLI
understand fow his son coulddo that to
himé.

6.2 The frustration of youth

Often the older generation try to hold on to
the reins for far too long, particularly if they
RARY QiU GF1S 20SNI I a
at a young age. Everyone wants their time in
the swn. Young people can look around at
their peers and see them getting ahead in
other employment fields, being given
considerable responsibilitgnd salarieswhile
they remain the general dogsbody on the
farm. Coupled with theontinual dismissadf
their suggestionof waysto improvethe
operation of the farmthis maylead to a
build-up of anger and frustration. Of course
we all mature at different stages in our lives
and it may often be sensibffor the parents to
try to moderatethe impetuousness of yoht
However, many young people work on the
family farm uncertain whether they will ever
be given any responsibility, or what the
timescalefor that may be. In times of change
young farmers are much more adaptable and
willing to adopt new techniques or

GLYLINE @A VR ORKS® G2

i K S ¥echioBgy yResearch bears this out as

farmers become more stuck in their ways as
GKS8 +3So® LG A&
been successful by the time you are forty,
then it will never happen. Failure to give
responsibility to the younger generation has
detrimental effect on the ability of a family
farm to adapt and maintain its competitive
edge.This creates a significant challenge to
improve the development and efficiency of
the whole agriculiral industry, unless this
positionis reversed.

The problens mentionedaboveare mainly

i§ e a LISy e réskilSof aNdskioficondninicktion within

the farming family. | observed a culture of
greateropenness and discussion around the

Australia and New Zealand. It wasm@oon
for parents tosit all of their children down
together 1 talk through the issues as they
saw themand how they saw things
developingfor the busines$n the future.This
often startedwhen the children wergoung
and created dorum for them to express their

future. The parentsaw it as vital to involve

2TUSY

K S Vidtvs &8 whatkhar hdpbsiveYe foptegd A Y S & &

non farming siblings in the discussion so there

were no surprises down the line, or
RAAFLIRAYIGYSyYyila
transferred equally to all children.

7

AT U

During my stidy, stuationswere observed
where animosityhaddeveloped between non
farming children and their siblingaho

KS

appeared to hit the jackpot by being given the

majority of the farming assets. Families that
involved all children in discussions about the

finances of the business tended to avoid such

difficulties. When it is clear that the brother or
sister whoinheritsthe family silvemwasalso
taking on a significant levef debt, what
AYAGALFEE@ FLIWSENRBR I a
mucdh less attractiveThe result of such an
open, two way discussion means that these
no uncertainty aboutvhat everyone wants
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from their lifeand the aspirations that all delaying the issues whigre perceived as not

parties have. It gets everything out in the urgent and get on with theeallyimportant
open and removes the potential for confusion things.One of those days will be occupied
or misunderstandhg. Of course individuals with dying, afer which you have no more

R2y Qi |fglea KIF@S (KS ddysvidgetIhihgsisaitedihe/oRl adage¥idut
degree of compromise may be necessary. The farming as if you are going to live forever and
most successful succession plans are based on working likeyou may die tomorrowseems
consensuswhere all individuals agree the very apt.

aims of the process ahthe role that they will

play. Farmers tend to work according to a seasonal

cycle with the resultthat they delay dealing
Generallythere is amore pragmatic approach with difficult decisionss KA OK R2y Qi KI @S

to the issue of su@ssion planning iAustralia seasonal deadlineThere always appeao be
and New Zealandothwith high proportions more pressingssues, such atilling a crop of
of family farmsand forthright expression of wheator lambing sheepEventually there is a
views Therealsotends to be a culture of realisation that something needs to be done
much greater mobility anéewer emotional to address the issy@espitethe perception it
ties to a particular farm or piece of lanthan is a difficult subject todckle. Thi®ften only

in the UK. The fact that a higher proportion of occurs whenindividuals accepthe risks of
the total agricultural land is traded on a doing nothingare greater than the benefits
regular basifielps to facilitate this mobility with regards totheir business and personal
although you could havanargument as to relationships Though for some the penny
whether this is the cause or the effect. The never drops.

result is that it is common for a farmer
several times duringisfarmingcareer, to sell
one farm and move to another

Benefits of acting

1 Family unity and happiness
o ) 1 Continuity of family success
6.3 The tipping pint 1 Incontrolof managing change
Most, though not all, families will reach a T Doing whatyou want to when you want
point of realisation where they weigh up the to
benefits and disadvantages of dealing with T Open communicatiowith family
members

succession. _
1 Expectations are real

There appear to be common issues that ipus f BuildingorSI OK 2 KSNDa adNBy3
families to address the issue: 1 Involvement and being valuedr your
contribution
1 Establisidisciplines to monitor and revise
plans
9 Flexibility to change coursss
circumstances change

1 The parents not knowing what to do but
wanting to take a back seat

9 The children (succesds) not knowing
when something is going to happen

A New Zealanddrmetsaid that if you think of
averageife expectancy ag0 years, a fifty

year old farmer has about 7B days of his f  Nothing is done and stress buildp
life remaininglt appears easier to keep 1 Parents feel unable to retire

Risks of not Acting

GLYLINE @A VA ORKI® G2 YIylF3asS GKIoghBartinA PART IASHECESSTON RINARNMING
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1 Dysfunctionalfamily relationshipg; experienced enough tprovide advice

conflict regarding the personal issues within families.
T[ Irreconcilable differences Ieading to Some people level criticism at thees
family breakup professionals, fearing they may act in their
Resentment . ) .
. own interest, sometimes to the detriment of
Frustration

Misunderstandindetween individuals their clients.

Breakdown of management process and
loss of the business

= =4 =4 =

It is relatively common in Canada, the téuli
States and Australifor Family Business
Centres to operateusually in association with

6.4 Hstory repeating tself e ) _
universities Theseprovide advice andre

Once individuals come to a decision that they aime.d. at all family businesses analt
need to address the issue, the next problem is ~ SPecifically agriculture. Howevesych centres
how. have now begun to offemore assistance to

farm businesses regarding transfer to the next
If their only experience of succession planning  generation. Usually the first issue that needs

is the process that they went through with to be addressed is to create awareness within
their own parents, there is a fair chance it the farm family around the human factor. This
glayQi oSttt LXIYYSR 2 NkomyohdntDingsymich Bréatelcomplexity to
observed that history tends to repeat itself the discussion rather than the purely business
within families. Depending whether the issues which need to be solved.
process was well implemented or not, if all
things are equal the same process, good or At one extreme there are a small number of
bad, will be r@eated with the next farm families who already have good
generation.The challenge is to break the cycle ~ COmmunications about complex issues,
where generational transfer was poorly understanding the needs of others and
implemented in the past. seldom having a disagreemeir.general,

though, mostfarmershave difficulty iropenly
Once individualsome to a decision that they expresingtheir emotions and feelings. This is
need to address the issue, the next problemis  a major lurdle which needs to be address
how. Few families will have the ability to so they can articulateoncerns about the
address all aspects of succession planning ability of their children to run the businessr
effectively. Having identified that they need understand the needs of their childreA.
to do the right thing, they must now work out mother of a farming family who attended a
how to do the thing right. succession planning sessjsaidthat

frequently she felttrapped baéween her son
6.5 @tting help and her husband=ormer dairy farmer,

o R R ) _ Richard Cressman from Ontaetsospeaks
¢CKSNB FNb ' ¥56 GUNHZAUDPRS gANE KEYE KB WE MRt S0 h)
advisors that most farm families come into son starts to work alongside the father on the
contact with. Often these may be the first family farm, he will ask him to help out with a
port of call to get advice regarding a transfer particular job. Often the offspring believes he
of assets and responsibility. It was Hlighted has a better way of completing the task but
by several people | mehat accountants and the father rejects his suggestion. The next
solicitors have formal kr]owledge in their time the father askie tells the son that he
particular discipline® dzl dza dz £ £ € I NR¥Qbdo a better job this time. Before
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long, the only communication between the
two is at shouting level.

All the time both the father and son are
confiding their complaints of each otht

the mother. Ths will continue with the
mother trying to perform as an arbitrator,
although placed in an impossible situation. If
this is the result of trying to carry out
relatively simple daily tasks, imagine the

difficulty trying to discuss a subject like
successioplanning.

Then addn the complexites of otherfamily
membersandit can appear impossible
successfujl find a way through the minefield
of planning a generational changghis
reinforces that ommunication is the biggest
challerge within rural familis.
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7.0 The role of independenttilitation

Few families possess all the skills needed to
complete such a process and it is common in
Australia and New Zealand to engage the skills
of an external facilitator to ssist them.
Sometimes the process catill breakdown

due to the level of animosity that maaxist
within the client family, or the diverse range
of understanding among participants to grasp
the issuesEmotions tend to run very high
during discussiosiand it is essential to be able
to harness the positive energy that exidts,
find an agreed way forwar@dn occasions a
compromise might offer the only solution if
there is any possibility that the process will be
concluded successfully.

I met a numbeof facilitators whowork as
independent consultarg, or as part of a
commercial organisation, such as a bank.
Typically they hava business background
with additional training in facilitation and
mediation.

It is common for financial institutionspch as
Raobank or the NationaBank in New
Zealandto havefacilitators within their
companystructure. Agai, this is something
which mightbe considered in the UK. While
the abovebanks provide thiservicefor their
customersthey also deal with otheclients

who havebeen referred by accountantnd
solicitors,lackingthe necessary skills, or
simplydy Qi KIF @S (GKS GAYS
issue.Participants pay for the service they
receive and usually see it as an investment in
both their business and family.

Families should not consider themselvas
failures orfeel anyshame in needing to
involve outside helpo assist thenthrough

the development of a succession plan and its
implementation. Againthisis part of the
culture of openness within the agricultdra

GLYLINE @A VR ORKS® G2

sector of the countriesvisited.Facilitators

were more often asked to become involved by
parents wanting to develop a succession
strategy, butalsq less frequentlythe younger
generationengag their services when they
feel frustrated that they dy¢ ttknow what the
parent<intentions ae.

The facilitators | encountered generally
followed a similar system of assessing the
current family dynamics and uedstanding
the farm business, before working with them
to produce a step by step plan to reach the
desired aims

The ideal in every situatios that at the end
of the process every family member is o
good terms with all thethers, and all are
completely satisfied with their share.

The sad reality is, that even Wit mediated
process, there malge sone dissatisfaction
among a proportion of the participantieyto
achieving a positive outconis that all family
members buy ito the process andyy
forgoing something at a personal level, are
contributing to the ongoinguccess of the
whole family and its business interests. The
challenge candto get this concept accepted
by all parties.

7.1 @ach Approach

lbgera'lt'inGn%I(\)lﬂlws ﬁo?th aHdKSguth Islands of
New Zealand, Coach Approach is an
independent succession planningiigtation
service for farming families. I its origins
in National Bankut, now independent
receives referrals from this and other banks,
as well as through promotion of its services.

Given the perception of the direct approach
to most issues in N&griculture, | found it
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surprising that many of the same problems
existed with regard to transfer of farm
businesses and asseasin Northern Ireland.
The structure is mainly: family farowner
occupier.

However, there areignificant differences
betweenthe various farming sectors
regarding succession planninthe beef and
sheep sectors had endured a long period of
relatively low levels of profitability. The reality
was that many farm businesses were not
generating sufficient returns to permit the
parents to retire with a reasonable income
and standard of living, at the same time as
remaining viable for th next generation.
Oftenthe family farm needed to be sold to
permit the parents to retire with some degree
of dignity. The children then had to find
employment or develop their own business
with little or no help from Mum and Dad. This
was perhaps not the desired outcome but the
only practical option.

The New Zealand dairy sector has of course
developed a reagnised pathway for
progression withtie youngr generation
entering at the bottom as a contract milker,
working their way through as lower and
higher order share milkers, before eventually
purchasing a farm in their own right. The rate

and extent ofdevelopment in the dairy sector
means that many faity owned dairy farms

are now significant in the scatd their
business, often running multiplarms. The
very nature of these large dairy businesses
can provide the opportunity for successors to
take over one or more of these units as viable
businesse their own right. The parents can
still sell off a proportion of the assets to fund
their retirement.

The process varies with each facilitator but
Table 1 shows the process used by Coach
Approach in New Zealand, to identify and
implement a suitable swession strategy. The
process begins with an introductory session
which explains the process to the participants.
This is followed by working out what the aims
of the whole process should be. This might
asSsSy I ftAGGES ol Ol G2
know wtere you are going any road will take
you. Once you know what you want to
achieve and have clarified the current
situation, the plan must identify how best to
make the journey. Depending on the
timescale and the age of the parenthis may
mean expandinghte scale of the farming
operation to raise the funds necessary for the
parents to retire comfortably and other
siblings to be provided for.

See Table 1 on next page : Coach Approach blueprint for succession planning

GLYLINE @A VR ORKS® G2
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Succession Planning Process

pe— p—
2. CURRENT 1. GOALS
POSITION Strategic view
Farm technical ~N Purpose
(_\ Farm financial ( 4 \ ( \
PRELIMS i /3.0pmions [ 4.ACTION | ('s. paRRiERS \L,Sfﬁf,yemg 6.MONITOR
Open the Knowledge: Ownership PLAN Identify what Balance and
communication - Succession Funding Preliminary might get in Lifestyle REVIEW
lines. - Structures Risk mgmt decisions: the way. Relationships Support
Identify - Taxation Structures - How Income Implement
successor(s). - Legal Legal -Timeline Assets Accountability
Define all goals. - Risk Taxation Design
Assess goals Existing Agreements Develop
compatibility. professional Review ;—/
relationships
L & Wil
S—
~
COACH
APPROACH ‘

Coach Approach blueprint for succession planning
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7.2 RoAgtive

ProAGtive provide a successionrpiang
service as wellsbusiness management
training for farmfamiliesin Australia An
independent consultancy business, the
principals have a background in finance and
law as well agnediation training and
counselling.

Their general approach is similar to that of
other succedsn planning advisors.

They look at the situation of each of the
participants in the farming family and have
identified the common issues raised by olie
going through the process. At the initial
meeting with family memberBroAgtivewill
ask a number ofery direct questions to
determine the situatio of each person as
shown below:

As abusiness ownethe following questions
are typically what you need to have clarity
around. When working with a facilitator the
are the questions which are addressed in the
succession planning process:

1"
(¢}

I Have you made provision for what will
happen when you are no longengaged
in full time farming?

1 What have you built your business for?

1 Are you clear what will happen if
something happens to you?

9 Are you clear about how your eiarm
children will be treated?

9 Are you clear about how your efirm
children will be treated?

I Have you children got all the skills and
knowledge your business requires to
continue if you are not in the business?

1 Do you understand the implications of
your current business structure?

1 Do you believe all your assets are
protected in the event of dedt, disability
litigation, or divorce?

1 Does your current Will reflect your wishg
if something were to happen to you
tomorrow?

I Would your family business be able to

continue to trade if you or your wife dieq~

(as funds can often be frozen as part of
probate).

9 Do you know how to structure your
business in the short and long term to
minimise tax?

1 Do you know what the strengths and
weaknesses are in your business to be
more profitable? i.e. what are the profit
drivers?

Does everybodyn your family business hae
clarity and direction for their future?

Have you and your partner discussed what
your purpose will be in your retiring years
and how it will be funded?; independent or
out of the business?

What are your expectations if one of your
children transitionsinto the business? e.g. a
degree, gained relevant experience, are
injecting capital into the business.

£S

)

Business Owner e.g. fatherconcerns, needd
and aspirations

2 Kl G
Y 2 NB K
K2o0o0@ész

Y L 32Ay3 G2
¢KS FIFINY KI &
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| ¢ Wadltiio kéep
'Y R2A)

| know | have to face change and let go but
how am | going to do it?
R2

ae gATS glyida 02

| want to.

R2 AT L
b SSY  YE
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iGAy3 2
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2 K I O Q ato iagpbényvEen | go? | want t
know that everyone is going to be happy.

L Oy FSSt L
322R

Business Owneg e.g. motherg concerns,
needs and aspirations

L glyd 2
family, friends and @ndchildren and mayd
travel

| want family harmony

| want to be fair to all my children

| want to be able to live where | choose for as
long as | like

| want to be financially secure and not
dependent on the ups andodvns of the farm.

Generation on farn concerns, needs and
aspirations

When are we going to be able to make some
decisions, we need to be in control of our own
destiny

We need clarity and direction about the
future.

2 SQ@S 320G az2vYS ke
try them out.
What does our future hold, what can we offefr

our partners?
How will we support a future family?

What are our parents going to do and how will
they be funded?

Will everyone own a share of the farm and will
we have to buy out any sihljs?

GLYLINR@GAY3I GKS OF LI OAGE
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Who is going to be boss when Dad hands
over?

What drerotirkdles andiresponsibiitigs? (
NEad YSo

BIOIY R £33 BINY Sq

Generation off farm¢ concerns, needs and
aspirations

Just because | am not working on the farm wyi

&njihing be mine?

They are all so stressed, whatrcldo alout
it?

What happens as Mum and Dad agis their
future secure?

| feel | am entitled to something, is that how
everyone else sees it?

In-laws or partners on farng concerns, needg
and aspirations

No one else is working as hard or as long
hoursas my partner, is that fair?

Is the business going to be able to afford to
provide a payout for off farm family
members?

Can the business afford to provide housing f
all?

RVB aréi notlggirg to deSaBI&Rto survive on thi
salary for ever.

Is the business gag to be capable of paying
F2N) 2dz2NJ OKAf RNBy Qa S

What happens to me if something happens

(@)

my partner?

ProAgtive facilitators havielentified that one
of the greatest barriers to drawing up a
succession plan based on census of all
family membes, isthe legalprofession.This
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was somewhat surfsing, given the
facilitatorQ Background and legal training.

However it does make sense when | think
through the process. The parents will have
their own solicitor who wouldbe able to

advise them duringuccession planning.
However, it would be difficult for the same
legal professionals to act on behalf of other
family members, as they should always act in
the best interest of their client. Different
family members will haveonflicting interests
even in the most amicable situations, and
families could spend huge sums of money if a
purely legal route was followed, with each
person engaging their own legal
representation.

The other aspect regarding difficulty
presented by thdegal profession was that
they sometimes acted to serve their own
interest, rather than that of the clients. This
was particularly the case where solicitors
acted as executors or administrators of
estates belonging to the older generation
within a family &rm. It would not be in their
interest with regard to the level of fees they
may receive, if the family undertook an agreed
course of action to implement a succession
plan, with transfer of assets long before
death.

However, more pragmatic legal professais
saw the merit in providing the legal opinion
and relevant services to assist a farming family
through the process and retain them as clients
in the longer term.

7.3 Rbobank

In New ZealandRabobank have a significant
banking presence with a proportioof the
agricultural business.

They have a number of succession planning
specalists throughout both islangdsvho will
provide their services to bank customers and

GLYLINR@AY3A G(KS OF LI OAGe
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farm families referred by other professional
advisorsg K2 R2y Qi KI @S
deal with the issue.

adKS

Using a similar approagthey value the fact

that they often have little knowledge of the
affairs of the family they are dealing withs

they are not directly involved in business
banking. Thisllws them to facilitate the
process in a completely independent and
unbiased manner. They will not have any
Gol 33F3S¢ GgAGK NBIINR
client family and find people are likely to be
much more candid with a complete stranger.

If the process fis through inability to reach a
consensus and relationships break down
completely, an independent facilitator can
walk away from the process without
impacting on other relationships with bank
staff.

Key issuem the process begin with a
preliminary discasion abouthe family tree to
identify those individuals who should be
involved. They will consider longevity within
the family to identify if there could be a
potential history relating to health or
premature death. This may affect the
timescale of anylccession process.

Each participant is asked where they see
themselves in 5 years, 10 years and perhaps
20 years time. They are also asked to consider
the point of view of other people in the famjly
as this can be a way of diffusing potential
problems atan early stage.

The facilitator will discuss the current position
with regard to assetasingthe balance sheet,
and the profit and loss account. The discussion
around assets and liabilities is important as
often some family members may be aware of
theas§SGa odzi I NByQil I gl
indebtedness and may have an inaccurate
OAS s 2 F.Paefiontandieality can

be two very different thingsThe level of
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profitability is important in determiimg the
capacity to generate money for incon to
repay debtlt is important to identify any
unpaid liabilities to prevent problems at a
later stage. For example, a son who has
worked on the family farm for fifteen years
receiving only a low wage, is entitled to be
paid in full to make up the shortfallith the
average wage over the period. This could be
settled as a cash sum or as part of an
allocation of assets during the process.

It isbetter to deal with the issue of succession
at an early stagéo harness positive energy
andbefore relationships deriorate beyond

the point of no return.

ANGRY + HAPPY = ENERGISING EMOTIONS
SCARED + SAD =HMNERGISING EMOTIONS

If successiomplanningis ignoredor unduly
delayed participants will becora frustrated
and relationships are more likely to break
down. Once this happenis may be impossible
to salvagehe situation to reach an amicable
outcome by agreement.

In-laws can be assets or liabilities to the
processdepending on what their position is.
The facilitator needs to identify potential
sources of figtion and attempt to diffuse

GLYLINR@AY3A G(KS OF LI OAGe
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them at an early stagefahe process. Often a
daughterin-law comes into the family and
sees the bigger picturd-or example, she may
be aware of frictiorbetween her husband and
father-in-law and can hge a very positive part
to play in helping to find a positive solution, as
it improves the long term position sheand

her husband. Equally, the opgpite can occur
when a daughtein-law, for example, believes
her husband is getting a raw deal compared to
other family membersThis can be divisive

and sour the relationships.

Targets are better set by putting a number on

them rather than an arbitrary timescale.
SGGSN) G2 alre aL gl vyl

0§KS GAYS e&rthandn 3opséiyeandd (i K

time¢, astimescales ke thatare much more

likely to slipby unnoticed

The main drivers in the process are time and
cash- How much gold will | need for my
golden years?

Other professionals such as accountants and
solicitors can come in at later stage and add
value, such asarry out land transfefThe
process should aim to develop a culture of
family business, but the leadership and
organisation will determine the outcome
more than any other.
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8.0 @se studies of successiohgmning

8.1 Dairy farmingbusiness inAustralia

Family members:

Father
Mother
Sonl 23years old
Son 2 20years old
Son 3 16years old
Daughter 9years old

Business:Milking 900 dairy cows across three farms

Both parents came from farming families but
the family farmshad beensold, so they

started with no assets. Father was a contract
shearer for a number of years but got involved
in dairy farming about 15 years ago. Mother is
a part time health professionaind advocate

for the rural population. They got involved in
dairy farming as the result of a farm coming
up for sale, and not wanting to work for
someone else. Thyecurrently employ a
manager for ede of the farms, as well as
milking staffwho are often oerseas students.

The father oversees management on a daily
basis, while a consultant provides practical
management advice, as well as some business
planning advice. There is a monthly farm walk
and meeting rotating around the farms and
involving the parerd, the three farm

managers and the consultant.

It is as yet unclear whether any of the children
will wish to farm.

The oldest somasjust got married and works
off farm. The second son is at university

studying entomology but shows the greatest
inclination to farm, working on a neighbouring
1,500 cow dairy farm durinigolidays and
weekends, as well as taking over the
YIEYylF3ISNRa NRfS
responsible for livestock and staff during the
periods. The third son arttie daughter are

still at school.

oY
(]

The parents have tried to involve the three
sons to date in the decision making process (of
the business by forming a family board. They
discuss all the is&s around the business to
try to create an understanding of finance ang
management. The hope would be that the
children will begin to understand how a
business operates and that Mum and Dad afe
not simply a bottomless money pit. At some
point if any of the children wish to become
involved in the business, they must bring a
business plan to the board for consideration.
This may be to take over one of the dairy
units.

GLYLINR@AY3A G(KS OF LI OAGe
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Family members:

Father
Mother
Son1l
Son 2
Son 3

lives in the city

married, 2 children, wife does farm administration and accounts.
married, 2 children, wife works off farm.

BusinessLarge scale diversified farm business with sheep, cattle and cropping enterprises.

Four employeeswho have some responsibility for operations but are also involved in planning g
capital investment. They are encouraged to participate on an equal basis with the owners in bu

planning meetings.

The parents startedith one property
purchased with a bank loan. The business has
grown to its current size through hard work
and good management. A number of years

I 32
much from his staff as he wanted. Eventually
he changed his style ofanagement to

become less of a micro manager and permit
employees to assume some of the operational
responsibility. At that time he established a
board for the business chaired by an
independent person who was respected by all
family members. The accountatd the

business also sits on the board to provide
additional skills and the bank manager sits in
on corporate board meetings as an observer.
During more challenging times this has proved
beneficial as the bank are kept fully informed
of the situation.

All the sons have a seat on the board,
although te oldest sorives in Sydney and
Aay Qi Ay @difogeton df yie (i K
businessThe parents would like to retire, but

0KS FrGKSNI NBIf AaS RftekaPerigdoteypansionIvaniita A y 3

consolidate the business by selling off non
cropping land to reduce debt. The aim is to
structure the assets for each of two sons in
the business to farm in their own right.
However it is foreseen that in the short to
medium term there would still be merit in
retaining the current board structure. Thigll
LIN2E BARS | aalf¥Sae yS
as they find their feet, and a mechanism for
them to acquire the necessary management
skills.

There is a suggestion to incentivise the staff
further that a profit sharing arrangement
would be introducedy way of a managemen{
company.

f

5iness

Q¢

¢

Another example is given on the next page
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Family members:

Father
Mother
Son 1
Son 2
Son 3
Son 4

Business a traditional cattle and sheep farm run bye parents.

The oldest son completed an agricultural
commerce degree and hoped to enter senior
management of a rural business. He changed
his mind and returned to the farm. The
business operated on the original family block
of land and a second farm in the aredich

had been added a number of years before.

In 2001 he eldestson identifiedthe needto

do something different to develop the
businessif it was to support more than just
the parents. The parents pointed out that
given the low level of return in the beef and
sheep sector over many years, there was no
cash reserve to invest.nather memberof the
wider familywho worked in the city, wantd

to investin agriculture Agreement was
reached to sell him the lanoh the second
block and therlease it back to be managed
andprovide a return for both parties. The
equity released was used to establish a sheep
breeding programme to produce high
performing maternal and terminal sheep lines
through composite breeding. The result has
been to develop the moshtensive sheep
breeding programme globallyverabout 12
years. This has created employment

opportunities for family members. A number
of years go the parents wished to step back
from the business and the oldest son took
over the breeding company.

The parents asked all 4 sons what should
happen to the farm. The unanimous view wap
that it should remain in the family. Each son
was provided with a building site, and the
youngest son was to take over tifeem and
buy the others out, with hisldest broter as
his equity partner. This was to be done over
10 years at an agreed price and payment
schedule. This permitted generation of money
over the period to allow this to happen,
without creating a huge burden of debt for
the youngest son. This wal doneby
consensus.

Howeverwhen one son realised he would ng
longer be able to shoot ducks over the farm as
he always had done, the plan nearly came
unstuck.

This demonstrates that even with agreed
outcomes which all family members had
bought into, problemgan arise at the last
minute.

GLYLINR@AY3A G(KS OF LI OAGe
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The farm has been in the family since 1924.
The current farmer was 5 when his father died
and his mother moved to town with the farm
leased forl5 years. There were 5 years from
him leaving school until the lease ended and a
family friend encouraged him to get a good
education and take over the farm. He went to
Lincoln University nearby and had a five year
cramming session to learn about agricué.
Lincoln taughtim the principles of learning
which has continued throughout his life.

The parents farmed in partnership on the
family farm having raised two sons and a
daughter. The daughter works in a bank while
both sons work on the farm. Neithepn
completed formal agricultural training,
although the elder son learnt a trade while
working in the construction sector.

The farm is comprised of the home farm and a
second unit purchased 3 years ago, totalling
540 hectares of light land, which is all
irrigated.

It is an arable business trying not to go into
dairying- land nearby,producing 1612 tonnes
wheat perhectareis currently being
convertedto milk production While milk
production would be more profitable neither
son wants to milk cows. Howewnehey grow
kale and graze 6,500 dairy cows during the
winter, as well as producing hay for
neighbouring dairy farms. The farm also
provides grazing for finishing lambs on short
term leys and there is no harm the
neighbouring dairy farms see there is an
alternative use to dairy cows.

Previously there were 66 paddocks on the
property but only 9 now, to simplify
management.

The business purchased a sprayer a couple pf
years ago and one son now has responsibilit
for all the spraying, having had no previous
experience. The father is involved in a seed
cleaning business and the sons are gaining
experience about this business which is a
small ceop.

<

In 2009 the parents considered what the
needed to do to sort things out by way of
succession planning and engdgeith a
facilitator. They had no intention of retiring in
the medium term and wanted to create the
same opportunity for their children to farms
they had had The family went through a
succession planning process recently using an
independent facilitatoland valued the
independence and leadership provided. The
process formalised the conversations about
what everyone wanted to do in the future.
The strategy has to come before the structurg,
with the children now owning the strategy.
The structure may stiteed some adjustment
until it is right but this is not urgent. The
strategy may also be adjusted in futuretie
situation changes. By remaining active in the
business for the foreseeable future the
parents will have the opportunity to pass on
their knonvledge and management experience.

Currently one son and his wife live on the
second unit. At some point the business may
be broken up to creata separatebusiness for
each child. The home property may be split i
two with dairy on one half run by contraot
share milkers to provide a share for the
daughter, with the second son on the other
half. The parents value that the family want tp
work with them in the business.

-

GLYLINR@AY3A G(KS OF LI OAGe

{i 2 by YdhryMagiS PARTIAYSUSCESFIONFALANNING T | NIV & £

A Nuffield Farming Scholarships Trust report generously sponsored by The Thomas Henry Feuridaticon 25



1

9. Qher potential solutions to farm ransfer

Share farming arrangements are also
commonplace in thé&lew Zealandlairying
industry, as part of the well accepted patay
for new entrantsto eventually purchase their
own farm.More recently, there have been a
few cases imNorthern Irelandwhere this
structure has been implemented in dairy and
arable farms. These have been the result of
specific issues such as no obvious successor i
the immediate family, buts testamentto a
more flexible approach being adopted by
some forwad thinking farmers.

In Francethere are a significant number of
older farmers seeking to retire who have no
clear successor. A system has developed to
identify young people entering the industry
who do not have a farm to take over, and try
to match themwith the potential retirees.
Usually the young person will work on the
farm for a number of years before purchasing
the assets of the business. This could be
adopted in the UK in conjunction with share
farming agreements to fund the transfer of
assets to nn family members.

In Hollandthere are numerous examples
where smaller farms have been merged to
provide an economy of scale. For example two
dairy farmers were eacmilking around 80

dairy cows on farms 6 kilometres apdtach
needed to invest in new rking parlours as

well as struggling to find relief milking staff to
give them time off. Their solution was to form
a legal partnership.

The dairy cows were all transferred goaze
one of the units, wheréenvestment was made
in new milking plant and buwiings. The other
unit was run to produce winter forage and
graze the dairy young stock. Both partners
worked in the business sharing the milking
responsibility. One partner had welding
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experience and undertook some work outside
the farm during less busynties. The income
from this went into the partnership account.
The result was that two farms with
questionable viability became profitable,
allowing the partners an improved standard of
living and better worKife balance.

Equity partnerships have becomgore
commonplacein some areagarticularly with
the large number of conversions frolbreef

and sheep farms to dairgspeciallyn New
Zealandover the last ten yearsTypically the
conversion will be managed by a professional
consultancy. The land wilelacquired through
the purchase of one or more farms and the
investment in the grazing infrastructure and
milking facilities completed.

This is usually funded using finance from a
number of investors and mainstream banks.
However often a husband and wifeho have
been sharamilking willtake on the positiors

of farm manager andalf rearingfor which
they receive a salary. This couple will usually
have invested their capital in the business as
well, which gives an added incentive to
maximise profitability of the businesafter
several years when some of the debt has been
repaid to the bankihe business may be sold
as a going concern with investors radeg the
benefit of anycapital appreciation.

In the last few yearsvhen the level of capital
growth has slowed in New Zealgridere

have been cases where people wanted to sell
their equity share to their partnerpartners.
¢tKAa A& AYONBlIaay3ate
Of  dzaSé® ! yRENI GKA&
places a value on the shares of the business. It
is inboth their interessto determine the

most realistic value for each sharethé

figure is too high themne partnerwill have to
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pay more to buy the other person out. If the
figure istoo low inanattempt to get theother
LISNB 2Y Q& & K| pNdg,ahereida I
risk that the bidding partnemay actually
become the onébeing bought out.

Hence the namgeshoot out clause, because it
may not be clear at the start ohé process
who will end up leaving the partnership

ABay of Renty dairy farmeiin New Zealand
had been running his 17ta farm for ten

years, lut with two adult sons andvanting to
move to a larger farm, he was torn over which
son would be the most worthy successble
decided to sell thexisting farmvalued at NZ
$4.2 million, and go into a joint venture
partnershipwith both sonson a larger unit
Thisseemedthe fairest way to passrothe
family legacy without trying to choose one son
over the other. This way the bogsichget a
foot up the farming ladder, which will enable
them to either grow their share milking herds
or evertually buy their own farms.

The fther believes both boys are excellent
farmers and havould trust either of thento
take over his unit and ruit well. Raher than
tossing a coin for one to bupe otherout, he
believed the fairest way was to sell the
existingfarm and buy a bigger onehich
could sustain three herds.

9.1 Providing for nondrmingchildren

In Australia and New Zealand there is a desire
to assist all children where possible, although
there is an acceptance that fair treatment
R2Say Qi aMratmént.S1H0200 in
cash is not the same as receiving $100,000 in
the value of a farm.

| observed a variety of solutions to provide for
children who did not work in the family
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business. Again this depended on the type and
scale of the farming enterjse.
NHIAY

1 Equity allocation

Some parents may divide theimole farm
business into shares, which they then allocate
to their children. One offsring may then run
the businesgayinga proportion of theprofit
back to the other shareholders.

However, for thishot to deter the active

sibling from developing the business further, it
is important that a mechanism exists to
ensure thatthey accumulateanyvalue they
have added duringheir tenure Typically, for
this to happenthe farm needs to be valued at
the point when the parents hand over the
business. Any increase addedeafthis point

is then accumulated solely lige siblingwho
isactivedy farming.

Alternatively, @mrents may decide to transfer a
share of the core assets, such as land, to non
farmingchildren. This land may then be
leased back and farmed by tlaetivesibing.
This provides thether children with an

income from the land, while maintaining the
scale of thedarm operation.

Recent research from the University of
Melbourne contests thiasuccession planning
is the most important feature to the ongoing
success of agriculture through business
continuation from one generation to the next.
There is a suggestion that farming families
consider keeping the ownership of land
separate from the faming business on that
land. This allowfamily members to be farm
owners while not directly involved in the
farming activity.

The reality of both these options is that
siblings are agreeing to work together for the
rest of their lives. Difficultynay arie if one of
the siblings wishes to raise equity through sale
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of the land and their brother or sister who is
FIENXYAYI AayQl Ay |
asset.Alternatively what happens when the
non farming partners wish to provide for their
children?

In New Zealand where more families own and
operate multiple farm units, there is grest
opportunity to transfer separate farm unite
non farming siblings. These may then be
operated in conjunction with the main farm
business orun independently using empied
staff.

1 Transfer of off farm property

Depending orihe profit level of the farmthe
parents mayhavebeen able to invest in off

farm property This could be through buying

or developing other businesses, or investing in
commercial or residential propges. Sale of
these investmentdasno impact on the core
farming operation.

1 Proportion of equity raised by sale of
assets

Farm businesses which have significant scale
may be able to sell off a proportion of the
assets to raise equity, without affectinget
viability of the main farm. This may then be
distributed between other children.

 Other investments tools

The e of other financial instruments were
very uncommorparticularlyin NewZealanl.
Within their agricultural communitythe use

GLYLINR@AY3A G(KS OF LI OAGe
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of life insurane policiesto provide for non

Xafming childigry inslogIhi pateisyas K S
not evident. There appeared to leore ofa
desire to provide for children while the

parents were still alive.

In Australia, on the other hand, it was more
commong though not widespread for

parents to have pension policies and financial
plansto provide for other children.

All of the above assume there is a viable
family farming business going forward, after
the process of succession planning has been
carried aut and settlements reached.

The reality is that this will natlwaysbe the
case particularly if the business is more
modest in its scale or has been through an
extended period of low profitabilitywhether

- for example- as the result of drought or
managemen Limited financial reserves or
high borrowings may dictatthat the only way
the parents will be able to retire is to sell the
asset. This mightoe a harsh reality for some,
but it may be the only feasible option.

The same outcome may be requiredenif

the family hasalreadyproceeded down the
route of trying to find an agreed solution
acceptable to all family members. If the
process breaks down irrevocably it may be
easier to simply sell ypeleasing the equity
which can then be apptioned as the parents
see fit. his may be a much less attractive
option in the UKgiven thepotential impactof
capital gains anchheritance tax
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10. Rotecting assets/managingrisk

One of the greatest barriers to the transfer of
assets from one generation of a farming family
to the next, is the risk of losing the asset as a
result.

This could occur if the successor embarks on a
risky business strategy, particularly through
lack of experience. The other more common
worry wouldbethat the land or other asset

has to be sold as part of a divorce settlement
following the breakdown of t6
personal relationship.

Given the increase in the value of farming
assets, particularly land in the last 40 years
combined with much higher divorce rates, this
is a valid concern.

There are prenuptial agreements as a tool, but
A0 R2 Syt @iery poSitye signal at the
start of a new union if you are already
planning for its demise. As such most people
2dzald R2y QG ¢l yd G2 32

1 Family trusts

Family trusts can provide extra flexibility with
tax planning in the UK. This mechanism ban
usedcan be used to mvide a lifetime income
for aspouse but with the assets passing to
your children, orlternativelyto help protect
ownership of a family business.

Family trustsvere usedextensively in New
Zealand across all sectors of the ecoyom
including agricultureFaming families
established trusts and, to a lesser extent,
companiesto protect their farms from claims
by creditors, spouses and partners, as \asll
from testamentary claims. Trusts and
companies were seen as providing seagurit
against division afisses, maintaining the
asset as a viable economic entity and
providing for future generation®kecent
changes to legislation and casev have

GLYLINR@AY3A G(KS OF LI OAGe

1

renderedtrusts less attractive to protecting
farm assets in the event of divorce.

1 Preference shares

One farmer | spoke to runs an extensive hill
sheep property in Northern Canterbury.

His grandparents died in quick succession
when his father was in his twenties, leaving a
very significantleath dutiediability. The

ddz00Saaz fde? spent much of hikarming career

working to repay these debts.

The father and mother farmed in partnership
until the son indicated that he wished to
return to the family farm. At this point a
limited company was formed, with the
creation of ordinary and preference shaiies
the business.

Over time the son acquired the majority
shareholding through ownership of all the
%rﬁlr%%h%resms parents retaied all of the
preference sharewhich, since the death of
the father in 2010are now owned by the
mother. The logic behid this structure was to
provide piotection for the farming assets
the event of the failure of a marriag&he son,
by way ofhis holding of ordinary sharesould
run the businessind borrow money against
the assets to finance the farming activity.

Theparents, now just mother, by holding the
preference shares had a controlling interest in
the business. As such they could prevent the
sale of all or part of the farm to provide a
divorce settlement for a departing spouse.

f Mortgage over asset

A recently reired dairy farmer and his wife
had just completed their succsisn plan to
bring theirson and daughtemwho are both
married,into the family farming business.
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Previously, the son worked on the farm but
RARY QO KI @8 I 322R
the father and moved off, while the daughter
and son in law rented another farm in tine
own right. The son in law feom a farming
family and has several brothers, with no
prospect of any farming opportunity within his

family.

The parentd metwere seeking toetire so
engaged the services of a succession planning
facilitator.

The round table discussions identified that
both children wanted to farm and had similar
goals for the family farming business as the
parents. The equity of the parents was valued
at NZ$12.5 million and included several
farms, (this was from a position of negative
equity in 1990).

The main business had been sheep production
but this had been converted to dairying and
dairy supportfor dry stock, with pivot

irrigation installed.

The concern the parents had was about the
risk to assets if either of the children divorced.
Thesimplesolution was lhrough an interest
free loan

The son and daughter in law bought 134
hectares of a 300 hectare farm from the
parents, who still own theemaining166
hectares. Both blocks are leasedadarming
company which owns all the plant, with the
son and his wife managing the unit.

GLYLINR@AY3A G(KS OF LI OAGe
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The son and his wife purchased their share by

g 2 NJwayysfh NEISE 000,000 ahdrérthe banikh § K

and a NZ $2,000,000 intereseé loan from

the parents. In the event that the marriage
between the son and daughter in law ends,
the loan to the parents will become repayable
in full. This will also trigger the need to repay
the bank loan. The parents can be repaid by
return of the aset or in cash raised through
the sale of the farm.

If the marriage continues successfutlye
debt to the parents will be written off othe
death of the second parent, in possibly 30
year€lime.

A similar arrangement exists for the daughter
and her huband who own a 300 hectare
block. Their loan from the bank is NZ $
1,500,000 andNZ $ 2,000,000 interest free
from the parents.

This is a simple but effective means of
protecting the core farming assets built up by
the parents. The father commented that it
may seem cold that the daughter or son in law
would walk away with very little. However,
they would still be entitled to a share of any
growth in the stake they owned with their
spouse.This offers a potential solution to
protect farm assets following chges in New
Zealand law around allocation of property as
part of a divorce settlementiowever, anyone
contemplating thisas anoption would need to
bear in mind the tax implications of using such
a mechanism
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11. Conclusionsegarding successionl@gnning:

1.

10.

11.

12.

13.

14.

15.

16.

17

Early discussion of the succession issue will encourage family members to consider their
position, as well as that of others.

Address the issue of generational transfer sooner rather than later.
Identify clear, realistiaims for the family and the business in the long term.

If some of the next generation are interested in farming, ensure they complete the most
relevant education.

In order to ensure children have the most appropriate qualifications to manage the farm
business they may need tget experience through off farm employment in another

business or sector of the economy.

CFANJI GNBFGYSYyd 2F Ftf FlIYAf&SomSmidySNRE R2SayQ
member may be able to farm bohly if others forgo some of #ir inheritance.

52y Qi F2NOS LIS2LX S (2 R2 az2YSliKAy3a |3lFAyadl
them.

Accept the interests and views of all participants equally, without prejudice.

The use of an independent facilitator can help considerably ichieg a successful
outcome.

There may be some difficult decisions to make and avoiding them may cause more harm
than good.

The stakes are high.

Emotions will hag a huge bearing on the process.

Opinions vary and everyone has a differegiew/perceptia/circumstance.

Outcomes and timescales must be realistic.

Good communication is key to reaching an amicable solution that suits all parties.

CHANI GNBFGYSyl R28ayQd YSKy Slddt GNBFGYSY

. Compromise may be required to reach an agreement.
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PART B : IMPROVING MANAGEMENT CAPACITY

12. Improving managementapadaty within family farms

As previously mentionenh the introduction
undertaking and implementing succession
planning effectively is dp half the taskn
terms of managing chang&uiccess will be
short lived if the next generation are not
sufficiently able to manage the business
profitably, once they are in the hot sedt.s
often forgotten that change in a farming
business is a dynamizocess. Once it ceases
to dewelop, it will stagnate antbecome
uncompetitive.

A producer of fine wool in Australia has a goal
of improving his output by 3% a year. This is
through more attention to detail and may not
seem particularly adventurous, untile
consider that over a ten year period, his
output will increase by 35%. However, what
we need to focus on are the things that will
provide a real step change in the performance
of our farm businesss:more efficient ways of
farming,a new enterprisedifferent genetics

or use of GM technology, for example.

When | think back to my firstcenomics
lesson| learnedthe resources of a farming
business are Land, Labour and Capital. It
depends on the individual business which of
these is the limiting factor.

In Northern Ireland land prices are
traditionally among the highest in Europe,

Chile where he could have access to enough
land for 25,000 cows.

He hadive children though only two sons
chose to entethe family busines€ach
completed agricultural degrees, with the
younger also completing a business degree.
The older son is content to be doing the job
but has no real ambition, while his younger
sibling has the drive and vision which will
develop the business furtheRependig on
how the parentshandled succession planning
in this businesghey sawthat management
ability could become the limiting factor to
future success.

Traditionallyprofits, and more recentlyhe
commercial bankshave fulfilled the roleof
providing capital for the further development
of farm businesses.i@&n thecurrentlack of
available credit facilitie® all businesseshis
ismuch more difficult in the pre=nt financial
climate. Rural Development Programmes put
in place by the European Union|lfaving

more recent reforms of the Common
Agricultural Policy, dve sought to provide
funding to strengthen and diversify the rural
economy In my experiencghe difficulty in

the UK and its regions are that the funds are
administered by the public sectahrough a
set of inflexible regulations. The result is that
farmers have to be as agile as a circus monke

6SOldz&S ala GKS Yy al i?o?wé'np tﬂr&éné[he ho%‘p@ Péﬁﬁ#eub Ydeekd V' 3

any more of it. A dairy farmer in Australia told
me however, that limitations arenly
restrictions that we impose on ourselvessHi
answer to a shortage of land for his 2500 cow
farm inSouth WesVictoria, was to move to

GLYLINRBGAY3I GKS OF LI OAGe

any financial support. There are numerous
examples of projects funded under such Rural
Development Prgrammes that were never
going to be feasible businesses but because
the application was well written and satisfied
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the criteriathey received financial support. A Further work in Canada 1998 tested the

E5N)F 32y Qa8 5Syé¢ | LILINE I O Ebove theofy ZTHez oaglBidnwas/thatioilyi K

investors such as venture capitalists, would 25% of the farms studied fitted into the model

perhaps do more to develop the sector and Salamon developed. The remainder were

increase the business focus. New Zealand has  entered in a new model which classified

seen this type of arrangement with many FINXAYI FLEYAEASE & aSELN
investors getting involved in the dairy sector O 2 y & S NI3sing thisl@ethdd it beame

since 2000, which has largely driven the possible to predetermine differences between

conversion of farms to dairyindwailabilityof generations within the same family.

capital is | feel,a whole other Nuffield study! _ o o
This work highlights some significant

implications forindividuals planning to work

12.1 Management $yles _ S _
with families in the succession proceksalso

In the pastright back to the medieval times, identifies that people havdifferent

it was the norm that the oldest son wixd management stylesThere is the potential for
take over the farm busineshis wa often conflict with a conservator father and an
without much regard to hisishes or expander successor. The father may feel that
aspiratons,and he could feeh an impossible the successor wants to move too fast. On the
position, not wishing to disappoint parents. In ~ other hand, if the father was an expander and

many cases the business failed in the hands of  the successor exhibits more servator
an unwilling victim, simply because R A Ry Q (i characteristics, the father may be very

have any enthusiasm for the task. hesitant to let the younger generation take
control, for fear they might not have the

Sandra Salamon undertook significant ability and the aggressiveness to keep the

research looking at farming families in the farming business afloat. Another point to be

United States in the 1980s. She concluded aware of is that if there arelsiings working

that farm families appeared to fall into one of together along with the father the human

two categories: dynamic can change depending upon whether

both siblings are conservators, both

Entrepreneurial
T P expanders, or one of each.

f Yeoman

In my own case, | opted for a Higher National
Diploma in Agriculture, although | also had the
option of completing a degree in Agricultural
Economics. | believed at the time that the
practical skills would be more important. | feel
that was true for the first period after |
returned to the family farm. Howevenow |
have assumed the management asitlategic
planning role for the businesperhapsl

would have been better prepared had |
completed he degree. School careestaff at
the time were not sufficiently knowledgeable
to lE)eKa%Igl tgadwzs(;F meO((Jf thoé m(le'ri}é Lf%ascﬁ,
being more focused on acantec

achievement.

She observed that those ihe

entrepreneurial category wereery
competitive, both betveen themselves as well
as in the business world. These families were
motivated by profit. The yeoman family was
however much less competitive, with a main
focus on ensuring that ownership would pass
to the next generation in the faity.
Interestingly aother finding was that families
descended from German, Irish and Swedish
immigrants to the US regularly fell into the
8S2YlFy OF(iS3aA2NE>X 6KATS
origin were mainly entrepreneurial.
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My path into agriculire is typical of many management of the businesahich is

who aretrainedin production techniques but Fo2dzi GR2AyYy 3. 0KS NARIAKI
not necessarily in the management skills
needed for a modern farming business. | have
spent the last 15 years acquiring management
experience througlinvolvement in a range of
commercial organisations.

His concluding remarks were that the%@f
his time spent on strategic planning was the
most valuable to the business, and that this
function should always be carried out by the
owner.

A recently retired dairy farmdrmetin New
Zealand put things in perspective when he
valued his time doing various tasks.

Theconversation bears out the importance of
having sufficienability to see opportunities
and exploit thempr in my mind, the capacity

x  $20/hour milking, anyone could be to manage change. Much of this ability can be
employed to do this gained through experience, bsbme aspects

x  $100/hour plate measuring grass, are related to the type of individual we are,
more skilled operatiomboutd R2 A y 3 whether we are risk takers. Some things can
0KS GKAY3I NRIKGE be taught, while others have to be intrinsic to

x  $1000hour strategically planning the the individual.
business, the most important
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13. Kowing and not kiowing

As stated eme things an be taught while
20KSNA OF yQio
formal education arenly likely return to

more formallearning when theyecognise a
gap in their skill set. The difficulty for many is
actually recogrsiing their own deficiency in
ability to managetheir ownfarm business, for
example Failure to do so will be the limiting
factor in future development of the
enterprise.

Havingspokenduring my travel$o providers
of trainingsuch as DairyNZ, it appears

relativelyeasy to engage with perhaps only
25% of farmers. Of the remainder, about 5

| Bavede S NIT

ME: R2Yy Qi
ar@ likeWNoSNaawheénK2 sggestion is
made, with the rest of farmersomewhere in
between.

Those wishing to engage are typically young
and wanting to develop their farm business,
having identified that they needed to acquire
new management skills. Of course education
is a poor substitute for comon sense, but

like selection of rams or bulls using
performance recording data, it is another tool
on which to base decisions.

There is groverbbelieved to be of Arabic
originwhichhelps to clarify the situation:

al §

i Kv$ riot, ahd/kBows not that he knows not, is a fool. Shun him.
He that knows not and knows that he knows not, is a pdjgihch him.
He that knows and knows not that he knows, is asleep. Wake him.

He that knows and knows that he knows is a teacher. Folfow b &

This proverb was the basis for somegasch
into the education system and the ability to
teach people(Neighbour et al.)lt considers

that individuals have two senses with regard
to éknowingt in a professional way

the diagramon next pagg

x  Awareness ofhemselves(represented by the vertal red line in

x  Knowledge of the world (the horizontal blue line)

Q)¢
Q)¢
(p))

'Y AYRAQGARdzZ £ Q& |
sector they will fall into.
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Don'tl| know

Don't

Know

know

Know

There are of course four possible comdtions

Don"tknow that

you know

Know

Knowr that
you knowr

Don"tknow that

you don"thngw
iqg\' Don't

tl; know

Knowr thatyou
don"thknow

Know

1 Not knowing you don't know

The first possibility is that of being unaware
that you don't know something. This is the
"ignoranceis bliss" state, enjed by everyone
in the pub, for exampleyho gives the
impression they are knowledgeable about
politics.Many students start from this
postion, and although theroverb calls them
"fools", it is not really fair.

So the first challege for a teachers often to

make learnes aware of their ignorance which

can bedifficult in practice. Unless they are a
captive audience it isujte easy to frighten
them off, but is a kegtep in developing
motivation to learn.

GLYLINRBGAY3I GKS OF LI OAGe
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The trick is to show sontl@ing whichappears
beyond the students' reach, but not so far
beyond it that they will despair. The second
trick is to make it interestingwvhich can be
difficult in relation tosome subjectaViany
learners especialljthose who have signed up
for acourse of their own free willare only

too aware of what they don't know. THast
thing they need is for someorte rub it in.

1 Knowing you don't know

The movdrom "knowing that you don't
know" to "knowing that you knowis what
most learning and therefe teaching is all
about.
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1 Knowing and not knowing that you know

The interaction between knowing and not
knowing that you knowsi however more
complicated.

There are two kinds of knowledge or practice
involved hereThe first is that for which the
move to"not knowing that you know" or
"unconscious competence" is the highest
stage of development. This applies to the
bast skills of driving, or ploughinthe kind of
thing you can "do without thinking".

The second is where people who have
informally learneda great deal mistakenly put
themselves in the "knowing that they don't
know" category because they have never
received any academic or professional
accreditation for their learning. This is the
downside of our qualificatiowriven cuture,
which dismissethose whol NB & 2 NH I y A
Ay (St fbBdausethey dodot have the
recognition of the formal educational system.
There are many successful farmers ik
school at a young age witbw academic
qualificationsa 2 &G FIF N¥SNAR 27F
generation wouldall into this category.

The nextcategoy are those whaare
considered to havexpertise. Thisisthe
person whoknows that hey know, but does
not know how hey knowr 2 NJ t@xphAict.
Ask about a particularly brilliant bit of actice
and you will get an answevhich totally fails
to do justce to the complexity of whatas
beenachieved

Some things we can teach, and some we
can't. Often practical farmers will find a
solution to a particular difficulty. This may be
based on thé& previous experiences, without
knowing the science behind it. Alternatively
one of the best methods of training farmers is
through other farmers. This has been used for
many years through discussion groups, Focu
Farms and dissemination of darm reseach.

GLYLINRBGAY3I GKS OF LI OAGe
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The Agri Food and Biosciences Institute (AFBI)
in Northern Ireland have undertaken darm
sheep management research since 1999.
When disseminating the results, they found
that by using the farmers involved in the
research to present the findings, rahthan

the researchers, that other farmers were

more likely to adopt the new practice.

Peopleneedto realise what they don't know,
as he onlyposition with potential for
developmentis that of knowing what you
know.

Perhaps put more simply:

1 UnknownUnknowns =all the things you

R2Yy Qi (y26 &2dz R2y Qi

Errors =all the things you think you know

odzi R2y Qi

1 Unknown Knowns all the things you

O R2y Qi (y2¢ &2dz (Y296

9 Denials =all the things too painful or
RAFFAOMzZA G G2 1y263

=

f © Thg &ifﬁcﬁt&vﬁﬁtr&aining

The issue of Knowing and Not Knowing
highlights the difficulty in addressing training
deficiencies within family farms. Once a
successor has been identified, perhaps as part
of a planning process, it is key that they
should be capable of managjrall aspects of
the businessln order for this to be possible
there needs to be some assessment of their
level of both training and experience in the
subject. This can be done informalbut
should be undertaken by an independent
facilitator or advisorWe are all inclined to be
over optimistic as to the extent of our own
ability. If individuals are really focused on
improving themselves they will know their
weaknesses and seek to address them.
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CKA&d LINRP@GARSa (KS 0 Sail inredtidd\diedayakeldftheifshdddomings. | €
learning wherethe persors havea vested

Education may not be everything, but it helps!
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14. mproving farm business managemenagacity

14.1 Through full time formal elucation

If the potential candidate is stiit school, as

part of their third leveleducationthey should

be aimingHirected towards completing the
highest level of course possible which includes
elements of fam business management.

Most young people enterindhe agricultural
sector complete some degree of formal
training. In the UK many Further Education
courses taught in agricultural colleges tend to
be aimed at the day to day management of
enterprises with little by way of management
training. Such coursesearnimed at training

the Indians not the Chiefs. Often a potential
successarhaving chosen to leave school at
the earliest available opportunityill

complete this basic level of training without
too much thought about ever taking over the
family farm. Sme students who were

perhaps less academic at school may use
these practical courses to proceed to a higher
level course, with some management content,
and an even smaller proportion carry on
further to complete an agricultural degree. It
is only when a stdent enrols on a Higher
Education courseshat the emphasis on
management of farm business increase
significantly.

Over the last twenty years or so in the UK we
have seen a decline in the number of
agricultural courses at all levels. This was in
resporse to poor profitability in the sector,

with the most capable individuals choosing
another career. Even with rationalisation
among course providers reducing the places
on offer, many courses remained with few
studentson them For the years post BSE in
1996 until around 2009, if you had a pulse and

GLYLINRBGAY3I GKS OF LI OAGe

got someone to complete an application form
to an agricultural college, you were pretty
much guaranteed to be accepted. Such was
the poor ability of many students that
essential skills training had to be introdkt
The same occurred in Northern Ireland at the
College of Agriculture Food and Rural
Enterprise (CAFRE).

During the same periodalthough there was
reduction in the number of agricultural
degrees on offer, there was still a core of
students brave enaogh to complete this

route, although some would say there was a
dumbing down of course content, specific to
the farm sector.

Contrast this with China over the same period,
where there has been a huge increase in
investment in education including agriculture
The long term strategy of the Chinese
government is to be able to feed their
domestic populationWhilethe westernised
economies were sleep walking with the view
agriculture was a sunset industrghina
identified the prospect of social unrest as a
conequence of food shortagét isturning

out huge numbers of highly qualified
graduates in all subjects including agricultural
management.

In the UK lhe one benefit of the current
downturn in the rest of the economy, coupled
with more focus on increasing wid

population leading to higher agricultural
prices, has been a huge increase in
applications to agricultural courses. This is
positive because educational establishments
have been able to raise their entry criteria
substantially, so only the brightest dipest
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students academically will get a place. This is
very positive for the sector going forward, as
the calibre of people entering agriculture will
be muchhigher.

In New Zealand there is a much greater
emphasis on young people choosing to
complete theirformal education with a
degree course in agriculture, with many
students also opting for commerce (or
business). With world class universities such
as Massey and Lincoln the agricultural
industry is well placed to receive graduates of
a high calibrewell trained in business
management. Most of these students are
coming fromafarming background so also
have practical experience at a production
level. Inclusion of business management
training within formal tertiary level education
is the preferred means afiving young
farmers the capacity to manage a business.

Once gpotential farmsuccessor leaves full
time education it is unlikely they will return to
full time study with the acquisition of
knowledge perhapmore difficult to acquie
away from a formasetting.

14.2 Benefiting from the previous
generation

If asuccessor takesver the farm, hopeflly

the previous incumbent is stéiround for a
period of time to pass on some of their
experierce. As highlighted earlier, the latter
will have spent a lifiime gainirg their
knowledgeand thisis a huge resource if it can
be accessed. Such an arrangement can be
difficult to formalise, although perhaps
allowing the retiring farmer to have a seat on
the board can provide the mechanism for
them to have inputThis will ensure that at
least for a period the younger farmer will have
to justify their decisions to the board, where
the retiree can offer their opinionThis
provides the successor with the freedom to

GLYLINRBGAY3I GKS OF LI OAGe
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act, but also provides a brake to prevent them

from getting completely carried away.

An interesting example in Australia was where

a retiring farmethad no other interests
outsidethe farm and while he wanted to
relinquish the responsibility of the business,
was unsure what he would do. Someone
suggested hshould be appinted to the
position of wooautter, once his son had
taken over responsibility for running the farm.
CKA& LRAAGAZ2Y 641 &
the man to be there every day, however it
provided him with a purpose without any
pressure or esponsibility. The reality was that
the man actually cut very little wood. He
g2dzA R 32 (G2 ao2N] ¢
for help or advice about something to do with
the farm, or perhaps the daughtén-law

would need someone to collect thgrand
childdren from school. The retired farmer said
it was the most fulfilling time of his life as he
felt valued by being able to contribute the
business in an informalay when asked for
his help.

14.3 Farmmanagement onsultants

The use of a farm managemettnsultant can
satisfy a number of requirements with a

farm businesslt can provide a quick fix
throughdbuying it management ability that
would otherwisetake time to acquire. This
may be time that the business cannot afford
to wait to acquire,or the farmer cannot
commit Theindependent advicef a
O2yadzZ Gl yid akKz2dzZ R to S

have the same prejudice towards the business

as the farmer. Sometimes people know they
need to make difficult decisions for the
survival of their businessyhich are
unpleasant and it be avoidedunless there is

an independent voice confirming it is the right

thing to do.However after a period of time,
consultants may be inclined to tell a client
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what they want to hearln the absence of an weeks with extra advice availablaore
older or moreexperienced farmer, the frequently for an extra chae.
consultant can provide the additional
managementapacity which idadking in the
farmer himself, but in the end the client must
make the decisionThis may povide the
stability needed witin the businesswhile a
new entrant fing their feet and builds up
their knowledge base and abilityhis could

be through experience gained on the job, or
by completing more formal trainingn a part
time basis The result may be the farmer feels
that, after a period of time, he no longer
needsthe serviceof the managerent

Another issue that | came across was the

provision of free management advice,

normally through an advisgrservice run by

government. The general feeling was that

4dzOK AYRAGARdAZ a4 R2y Qi KI ¢
quality of their advice to get them onto arfa

and keep them employed. It is only when

advisors can challenge farm businesses with

their management that they tend to add

anything.

The old adage about anything you get for free

consultant;but that isnow entering the AAY Qi 62NIK KIFE@Ay3as assSva
NBIfYa 2F YAall{1Syfte (GKAY{lAy3a aeéz2dz {y26 GKIFQ

e2dz 1y26¢0 14.4 Gainingexperience aitside the

In some cases the farmer wolf coursebe farm

correct and the consultant no longer adds
anything to the business.spoke to an
Australian farmer who used the services of a
farm management consultarior over twenty
years buttypicallychanged to andter
consultant at least every-3 years. His
argument was that people tend to become
comfortable with an arrangement after time,
andonce the consultant stopped challenging
him it was time for a changeVhen making a
change he asked around among the successful
and progressive farmers in the region as to
who they would recommendn orderto draw
up a shortlistThis would be somethinglso

for the UK industry to consider as movement
between consultants tends to be infrequent.

By working off farm ina commercial setting
after completing formal educatigrwhichmay
well have been in an agriculturelated
subject, graduatemayseek to get
managemenexperience in another sector.
This is more likely to occur if their parerstse
still relatively young and active inetfamily
farming business, or if a succession strategy
has not yet been developedhis perioctan
offer invaluable orthe-job trainingproviding
the individual witha great deal of business
management experiencét also provides a
perspective on how it feels to be an
employee, which is useful if the individuals
are likely to become employsronce they
start to farm.

I met some members of the Laureston Farm
Improvement Club i€anterbury, New
Zealand. The group is made up of Tafin
businessesvhich employa team d four
consutants providing management adviae
livestock, cropsfinance and business
management. As part of the annual
membership farms were entitled to a
minimum of a half day of advice every six

| metpeople whohad gained experience in
the financial sector, as an accoant or

working in another commercial organisation,
where they were directly exposed to business
management issues. The longer the period,
the greater experience the person will obtain
which will provide skills directly transferrable
to the family farm. Irsome cases they may
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also obtain further qualifications which will aimed at highly motivated individuals who

further enhance their skill set. hold positions of responsibility and are highly
regarded among their peers. The number of

14.5 Higher level training places is tightly controlled and candidates
have normally been identified as future

Most of thehigher level courses in farm leaders within a commerdiar industry

business management currently offered inthe  organisation.
UK requie a significant time commitment

with a formal academic qualification at the Such courses exist in most developed
end.This is generally because training is countries and aim to improve the skill set of
focused on academic achievement rather than  the participantsThis is often achieved
practical outcomesThis can be difficult to throughtaking them outside their normal
commit to, when immersed in the daily work comfort zone to complete a particular task.
of running a farm businesk.maybe great to Such programmes amgsually run over several
add that you started a recognised short concentrated periods through the
management course on your CV. Anyone course of a year. They deal with a range of
reading would be less impressed to hear that ~ Subjects such as business management,
you failed to complete it because o#lving, finance, marketing and media, lobbying skills
lambing, spraying dnarvest Perhaps there and international relations.

needs to be an adaption to the typé o
training available with a focus on what it can
add to the skills of the individual rather than
helping to achievéraining targets for the
education establishmentn summary course
provision should be needs based and focuson  q The Kellogg Programme
the needs of the farmer pécipating rather

In the UK there are severaighlevel training
programmessuch as the Worshipful Company
of Farmers Challenge Bural Leadership
Course.

than the provider. In New Zealand thKelloggRural Leaders
Programmaes run annually with 20
In New Zealand the biggestirrenttraining participants on each course, coming from a
requirement from DairyNZ by farmers is range of hdustry backgrounds. These include
Human Resource management. Given the family farming businesses, @peratives such
rapid expansion of the scale of dairy farming as Fonterra and Synlait, as well as corporate
operations in the last 5 years, young dair businesemployees.
farm owners are novemploying large
numbers of stafeind findngthey do not have Candidhtes are selected based on the
the experience to manage the process leadership potential they demonstrate and
understanding of legal responsibilifiyr experience to date, which inafles
recruitment and staff issues. The response involver,nentvin rural soc;iet;ﬂ.’he mix O‘i 3
from DairyNzhas been to deliver HR training LI NI AOALIyuaQ ol Ol ANBdzyRa
in a short intensive format that provides carefully to ensure there is a good diversity in
participants with what they need. the group which is considered important from
a learning perspective. Other things taken into
For individuals who have entered the account are a good geograpmpread, gender
workplace including working on farm, there balance and a range of sectoral backgrounds.

are a number of very focused part time
training programmes. Suchiggrammes are
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In the past participants have comiom the
medical professionthose involved in rural
education ancevenmembers of the clergy.

The programme runs over the course of a year
and is split intdhree elementswith

leadership and presentation skills a priority.
Participants learn about other sectors of the
economy and work with colleagues on team
building and problem solving tasks. A major
project takes place during much of the year
which is presnted at a final residential.

Linked to this is interaction with politicians

and international business leaders

Sponsorship of 200K NZD is provided by a
number if industry sponsors including DairyNZ
and Beef and Lamb NZ. Participants or their
employer payNZ3,500as well as all their
travel and accommodation costs.

The Kellogrogramme is well known and
regardedin New Zealandproviding a network
of contacts for future mutual benefit, much in
the same way as the Nuffield organisation
does.

1 The Food and gribusiness Market
Experience (FAME) Programme

This programme is run jointly by Lincoln,
Massey and Otago Universities, with Lincoln
having the lead delivery responsibility. There
is a joint programme development group and
an independent Board of TrustedSollowing
withdrawal of the main sponsor in 2010, the
programme is now self funding.

FAMEs a fulltime course that includes a
wide range of topics covering all aspects of
the supply chainfrom farm gate to retail
outlet. While the course is New Zealand
based, italsoincludesinternational travel to
Asia, North America and Europe studying
supply chainnnovation and best practicd.he
participantsdevelop their knowledge of

overseas markets Y R O dzange2lsy S NA Q
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through contact with international markets
and international executives, visits
production, processing and retail sites, dngd
observing competitor offerings arglipply
chain best practiceThisprogrammeis
expensivecostng around NZ5 25,000per
person, sarticipantsmust be of a high
calibre to justify the expense.

9 Agricultural Leadership Programme

The Agricultural Leadership Programme (ALP)
is a professional developmeititiative by
Landcorp Farming Ltd and the New Zealand
Institute of Management

The ALProvides theopportunity to develop
management and leadership competencies
through the interaction with topic expertand
with colleagues from the agricultural industry.

The skills learnt througthis stimulating and
innovative programme are immediately
applicable in the workplace h& programme
isaimedexclusvely at agricultural leadership
developmentDeliveredby industry experts
and experienced educationalists it will
challenge and grow participants with its
contentand different learning experiences. It
providesparticipants withnetworking
opportunities amondndustry peersleaders
and expertsas well as offeringngoing
professional development suppoithe
course is rurover seven days in November
each yeaandfeesare $7,750 NZ per
participant

 Agriz 2YSyQa
Escalator Programme

Developed by the Agti 2 YSY Q&
Development Trusfor rural women, the 10
month Escalator Programme provides current
and future leaders with the skills archpabilt
ties to govern and lead rural organisations and
communities Each programme is limited to

11 selected participantd-heProgramme
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includes five intensive twday modules every
two months, each focused on different
aspects of busiess development, leadership
and governanceBetween modules there is a
distance learning programme to back tige
module experience through individual
development, coaching sessions, putting into
practice module learning, and observation of
industry leaders and boards in actiokfter

the programme, the Agé 2 YSy Q&
Developmen(Trust coordinates mentoring of
participants and assists witfear group
development.

I The Rabobank Executive Development
Program (EDP)

The Rabobank EDP examines the latest
management theories as they apply to
agriculture, in order tenhance commercial
management skil, explore growth
opportunitiesand develop business
strategies. Through a mof interactive
lectures, clasdiscussions, group work and
case studies; participagstare exposed to
innovative anddynamic information by
industry experts and consult#s) while
networking with othereading producers from
a diverse range of locations and agricultural
sectors.The programmés made up of two
sixdaymodules over a 12 month period.
Places are limitedot36 selected participants
on each coursghich is held in Sydnewith a
fee of AUD$12,100Q No third leveleducation
is requiredfor entry and Rabobank client
status is not a prerequisitépplications are
accepted from leading agricultural primary
produces from Australiaand New Zealand
andare considered in theontext of the
following selection criteria:

1 The applicant is a key decision maker for
the operation

1 Has aleast five years' strategic
management experience efiarm
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1 Can demonstrate auccessful commercial
track record

I Has adesire to invest in the intellectual
capital of an agricultural business or
supply chain

1 Seekgo innovate and drive growth

14.6 Other commercial xperience

Many agricultural organisations are\ggned

by farmerselected as bard members or
directors. They come from within the
memberdip, as in cebperatives, or a
particularsector for representative
organisations such as New Zealand Beef and
Lamb. In the UK there are few formal
requirements regardintgvel ofexperience or
training required to be eligible for election to
such a position.

The normal procedure is that a candidate
must be proposed and seconded from within
the membership, and agreeable to serve the
duration of the term if elected. It surprises me
that in the UK there are normally no
requirements placed on newly elected
representatives to complete any recognised
form of training in corporate governance.

Participation in outside organisations provides
an invaluable source of management
experience, whther directly related to
agriculture or notlt offersfarmers the
opportunity to acquire experience and
expertise in corporate governance and
responsibility whichs easily transferrable to
your own businessl compare it to passive
smoking. However it il not damage your
health, or that of your business!

By immersing yourself in theosld of
commercial business, you should be
surrounded by effective communicators and
decision makers anle abk to learn from
them.
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| spoke to the Chairman of a New Zewrla
based ceoperative who provided details of
the training expected to be completed by all
Directorsin his organisation, which was
accepted as the norm

In Australia and New Zealand it is a common
minimum requirement of most commercial
and repesentativeorganisations that

directors complete Institute of Directo$oD)
training in corporate governance and decision
making. Other trainings expected to be
completed as deemed necessary, such as the
Accounts for Directors cours&lany
companiesincluding tke coop cited above,

will offer reasonable contributionwards
training programmesgor directors,such as the
Kellogg Programme or the Rabobank
Executive Development Programme.

Additionaly there is an annual appraisal of
each Director which will highlg any areas

for improvement or deficiencies in
performance This is done by each Director
completing an online loD assessment tool
anonymously for every other bod member.
The results come tthe Chairman who
discusses them with each individual privately
This process can have significant impact if
used properly and not just a tick box process.
In the pasta very outspokemaverick director
was dismissed after one year into his tefon
failing to follow the strategy agreed by the
board Another directoiin his second year
received poor assessments regarding his
performance. After discussion it was agreed
the Chairman would work with the Director to
address the issues. If thereasother poor
assessment of the individual the following
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year then both wilhavefailed and the
directordismissed.

A 360 degree assessment was introduced by
the current chairman and although softer in
the first year, is now accepted as routine and
pulls no punches.

The boardhas recenthyappointed a number
of individuals as nonx@cutive directors to
add to the skill set of the board@his was
done through a formal recruitment process
which interviewed potential directors.

The Chairman is elected annually by the
board, who then delegates @immanship of
sub committees tgrovidealearning
experience for individual directors. The
strategy for the organisatin should be
determined by the dectors with the
assistance of an independent consultaint
necessaryto facilitate the discussion. The
senior management should then be brough
in and told the strategy, rather than trying to
influence it. Directors need to ensure their
actions are in line with the agreed strategy,
whichshould be reviewed regularly, perhaps
every 18 months.

¢KS / KFEFANXIY R2SayQi
the smartest person in the roonbut should

be a good team leader and people person.
Professional people are employed to manage
and directors should not be allowed to micro
manage.

| feel there is much we could learn from the
New Zealand approach taken to responiipi
of directors as well as the minimum training
requirements.
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15. G@se sudiesfor management taining

I have previously highlighted a number of very resources such as feed, genetics and cow
focusal training programmes for peopfeom management.

the wider agrifood sector. There are also a 1 Sustainability- to balanceproduction

range of oganisations which have internal with the environment, animal welfare,
training programmes for farm staff to improve impact on the wider community and

their management capacity and develop the biosecurity.

efficiency of the organisation, as well as 1 People and Busiess- improvinghuman
others who provide training fandividual capability and business competitiveness

farmersrunning family businesse8elow are

several examples of organisat®which are While identifying and instigating research and

very focused on ugkilling farmers. RSOSt 2LIYSyds YodzbDéssi@ T 51 A NZ
to effect a culture change in farmers from one

15.1 DairyNZ way of thinking or behaving to another. This
tends to be through giving farmers the

DailyNZ is an organisation for New Zealand knowledge and creating the conditions for the

dairy farmers funded by a levy of arouBd change to take place.

NZ cents / kilo of milk solids, prioNng an
annual budget of over 7fillion NZ$The

levy is voted on every five years, the last
occasion in 2009 when the majority view was

Training and personal development is
deliveredby staff in many formatghrough a
range ofprogrammes.

that it should continue and potentially 1 SecialistProgramme
increase.
Practical courses offered for new entrants to
The purpose of the organisation is to secure the dairy industry. Some participantsay not
and enhance the prafbility, sustainability have previous experience working with dairy
and competitivenss of New Zealand dairy cows and have been attracted through the
farmers at farm, national and international A4D25F ANBE£ LINPINIYNVS gKAOK
levelLG A& 1y26Y & by aApdpez Woein tAshidf éxpanding
organisation to promote all aspects of farming sector. They could also be used by
dairying in the countryWorking jointly with TINYSNRQ d2ya 6K2 KIFE@S NB
other organisationspairyNZ helps fund after working in another sector of the
research and development, to provide tools economy to obtain a skill or tradeThe
for use on farm, to promote best practice undetying principle of GoDairy is that anyone
production techniqus, encourage people to can work in the dairy sector, with the belief
work in the dairy industry and influence policy k| § &2dz I NB GKANRY3 |y |
to the benefit of levy payers. iKS alAffed
They have a network of stathroughoutthe This is a concept that the UK industryttb
dairy industry across three main themes. agricultural backgrounchiconjunction with a

1 Profitability - developing improved share farming type arrangement.

production systems to make best use of
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Suchpractical trainingcourses include
Pasture Plus which looks at grass
management and involves 10 monthly
sessions for participants.

1 Progression Programme

Once people are competent in basic skills
there is another tier of training available
which is aimed at those who want to develop
their management ability or those who wish
to invest in the sector.

Biz Start is for those already in a management
role who want to develop their skills to
become bettemanagers or perhaps seek
more responsible positions.

Biz Grow is targeted at individuals who have
an investment in the dairy industry and wish
to increase the scale of their interest. Those
who are share milking often complete this
course.

One interestindeature of the New Zealand
dairy sector in 2010/2011 was the level of
returns being obtained by those in share
milking positions. It was not uncommon for
their return on investment to be over 30%,
and upto 40% for the best managers. A
conseqguence of thigwas that farm owners felt
their share milker was getting too much of the
profit, and reverted to employing a contract
milker again. This left a number of share
milkers without a position and has distorted
the normal pattern of progression to farm
ownership

Another anomaly was that some share milkers
kept their position because of the very high
return on capital, even after they had
purchased a farm. Rather than just work as a
farm owner getting only 3% return, they used
their share milking job to reduce tdeand
employed contract milkers or farm managers
to run their unit.
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DairyNZ has national and regional training
strategies, but the real difficulty is getting
farmers and farm staff, to engage with
training. Estimates suggest that only around
25% of thosavorkingin the dairy sectoare
relatively easy to convince of the need to
improve their skills.

Thesemost motivated and stimulated people
are often in their 30s and are the low hanging
fruit as far as engaging in training is
concerned. Typically they mée lower order
share milkers who watrto progress,

ultimately tofarm ownership.

Those who have got involved in equity
partnerships have come to find that with only
perhaps 5%hareof the business that they
FNB &adGdz01 Ay aSldzade

Usually as aafmer gets older and into a more
comfortable lifestyle as a farm owneheir
enthusiasm for personal development
diminishes Often it s the wife of a farming
couple wiho engages and becomes the Chief
Financial Officer in the business, but the
husbandcontinues to spendThere is a need
for people to take control of their business,
perhaps before their bank steps in during
leaner times as experienced in recent years,
where businesses have high debt levélse
real question is how to get farmers invotize
and take ownership?

A tool developed for this purpose is the
G2 K2tS CI N¥Y

It is similar to succession planning in some
respects by seekindo identify the goals a
farmer has and then comparing them to
reality. Differences between the two pitisns
may highlight what additional training is
required.

dalN] FyR aSladaNB¢ A4
assessment of the business and examines
physical and financial performance. Again
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deficiencies may be highlighted that
demonstrate the need for ugkilling.

Practical workshops or training programmes
are used to address the skills gaairyNZ
act as facilitators to discussion groups of
around 30 people, typically 15 farmers and
their key farm staff. These sessions are
conducted in a free and frank manner
addressing physical and financial
performance, with an emphasis on
management.

While around 86% of farmers use the internet
during the milking season to monitor milk
output and quality, for example, only about a
third use the DairyNZ website to assisthwit
YIEylF3SYSylG A&dadsSao
solution to common problems which is being
further improved, though farmers seem
reluctant to make a financial decision based
on the internet.

Around 20% of dairy farms employ a
consultant butthis rises to as mch as 40%
when issues around Human Resource (HR)
management are included.

Many of the New Zealand corpdeadairy
farming businesseactuallyhave a family
corporate structurethat often employ
operations managers. In reality these are

LINE JARAYE Q2ya@RdAB PO @

In order to try to raise the profile of the best
managers and practices in the sector, the
Dairy Industry Awards seek to identify and
reward the blue sky thinkers. Typically there
are over 1,000 entries with 3 winners.

On the back of thiprocessgroups of like
minded people who want to develop
themselves are identified as a progression
group, and a development programme
tailored to their needs is providedhis will
include input from professionals such as
solicitors, bankers, policymakeand HR
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consultants.Each of the partipants will
produce a persongllan to develop them and
their business ovethe next 3-5 years.

Componentf their planwill include:

Industry knowledge.

Financial knowledge.

1 People management skills includingrfar
supervision ability.

1 Assembling a team of advisors and

supporters to assist the business and

individual.

= =4

Each year a very small number of high calibre
peopleprogress to high level programmes
such as Kellogg. These individuals tend to be
New dosugad angiegking positips on thes §
boards of industry cepssuch as Fonterra, or
representative positions like NZ Beef and
Lamb.

DairyNZ arrently provides financial or
practicd support to a range of the
programmes aimed at improvirtge
management capacityfdNew Zealand
agriculture andnclude:

Quiality Work Environment

Kellogg Leaders

Regional Women's Network

Nuffield Farming Scholarship

Developing Rural Youth

Getting into Dairying

Chair in Dairy Production

Leadership Pipeline

Wellness and Wellbeing Programme

Dairy Women's Network

DairyNZ Chair in Farm Business

Management

9 Alleviating stress on dairy farmégnterim
funding

1 Professional Land Manager Network

=4 =4 4 -4 -4 -8 -4 -8 _—a - -9

The main issuaentified by DairyNzAsthe
limiting factor forthe amount of training
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http://www.dairynz.co.nz/page/pageid/2145874463/Quality_Work_Environment
http://www.dairynz.co.nz/page/pageid/2145874465/Kellogg_Leaders
http://www.dairynz.co.nz/page/pageid/2145874467/Regional_Woman_s_Network
http://www.dairynz.co.nz/page/pageid/2145874479/Nuffield_Farming_Scholarship
http://www.dairynz.co.nz/page/pageid/2145874481/Developing_Rural_Youth
http://www.dairynz.co.nz/page/pageid/2145874484/Getting_Into_Dairying
http://www.dairynz.co.nz/page/pageid/2145874493/Chair_in_Dairy_Production
http://www.dairynz.co.nz/page/pageid/2145874496/Leadership_Pipeline
http://www.dairynz.co.nz/page/pageid/2145874501/Wellness_and_Wellbeing_Programme
http://www.dairynz.co.nz/page/pageid/2145874504/Dairy_Women_s_Network
http://www.dairynz.co.nz/page/pageid/2145874507/DairyNZ_Chair_in_Farm_Business_Management
http://www.dairynz.co.nz/page/pageid/2145874507/DairyNZ_Chair_in_Farm_Business_Management
http://www.dairynz.co.nz/page/pageid/2145874509/Alleviating_stress_on_dairy_farms_interim_fundin
http://www.dairynz.co.nz/page/pageid/2145874509/Alleviating_stress_on_dairy_farms_interim_fundin
http://www.dairynz.co.nz/page/pageid/2145874708/Professional_Land_Manager_Network

whichwill be deliveredn the future,
particularly in the more advanced business
management programmesvill be a shortage
of suitably qualified trainers. Currently it takes
in excess of ten years for individuals to
acquire all the knowledge tlyeneed to fill

such arole. There is such a demand foreseen
that this time simply wilhot be available.
Currently there is a project to try to identify
the most efficient means of training the
trainers to the required levelvithout the

need to spend a decade acquiring the
necessary experience

DairyNZ have identifieditferent farm

structural issuesacross various regiorts

New Zealangwith focused programmes to
tackle these specific problemsiFexample
farm succession is a priority in North Taranaki
andonthe West Coast, which although a
difficult problem to addressolder farmers are
now beginning to consideencouraging new
entrants and what they can do to assilsem.

15.2 Landcorp

Thisis a substantiaimainly pastoral,

F ANRA Odzft 1dzNI £ o0dzaAy Saa
largest farmer and State OwnedEnterprise
(SOE)whichassume the commercial farming
and property activities of the former
Department of Lands and Survey in 1987.

It runs 15 million stock units across 122
propertiesowned and leased, totalling
376,156hectares.

There are 600 farm staff, with a further 75
administrative staff and 4 training officers.

Itsdeclared missiorsi & ¢ 2 LINR GA RS
shareholding rimisters with maximum
adzadFAYylrotS FAYIFIYOALIf

dLandcorp plays a leading role wittihe
industry, contributing to gvernment and
other forums on m#ers affecting farming

GLYLINRBGAY3I GKS OF LI OAGe

and rural communities. It has invested heavily
in science, technology and in training and
education for both its own sthfnd the
agricultural industry.

The biggest constraintientified inthe
develgpment of the organisation ispaskilling
staff. The increasing rate of new technology
availableand its adoption within the Lamdrp
business creates additional pressure to train
staff in its use. There is little point investing in
new technology if staff are unable to operate
it to its full potential. The organisation spends
on average $1,500 NZD per employee per
year on training, through programmes that
operate at a number of levels.

All new staf must complete compulsory
training inHealth & Safety and basic skills,
such as ATV tnaing.

The Future Farmer programme takes up to 16
Future Farmer students to work and learn
during a one year #&ining placement on
Aratiatia Station near Taupm the North

Island. They can chin a recognised
qualificationat the Agricultural Industrial
Trainin Organisatjom{; o) level 3.
cs)tgnéa d hosbesalc:gf]ievﬁggs thetrelql}ﬁreRdQ a
standard may be offered trainee positions
with the organisation.

91 Internal training
a. Landcorpway. an induction
programme that introduceall new
employeesfarm and officeto
operations, organisational strugte,
policies and processes
b. Enhancinghe LandcorpTeam: an
~_induction course for new farm staff
U k.S Next Stepprepares key staff to step
o Ayi2 GKS YIFylr3aSNDa
NB U dzhi¥ade®E away from the workplace.
d. Maintaining High Performance Teams
team leadership training for managers
or those identified as potential
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managers.

1 Leading Edge Competencidsr those
who have completed numbédd) above
further develops managers to focus on
successful outcomes.

Each year théop performing 1520 managers

in each sector are selected and challenged by
outside experts to develop their management
ability and technical skills.

Under the Focus Farms Programme, there are
usually several Landcorp farms involved at any
one time.

Thereis a huge emphasis in providing training
for all staff at all levels of the business. This
tends to be based on the 70:20:10 model

70% of training is on the job development to
minimise time away from the farm

20% of training completkthrough feedback
and mentoring

10% completed through off farm training
programmes.

Increasing numbers of management staff have
completedweek longNZ Institute of
Management accredited progranes in

subjects such as Projectaviagement and
Managing Difficult &ff.

Each yen2 a3 people are sent to Australia to
participate in the Farm Managers Programme.

Landcorp will pay the course fees for staff to
undertake external training, but only when
they pass and receive a recognised
gualification.

Individual development plans f@ach staff
member and exit interviews of leaving
employees help Landcorp managers identify
gaps in training provision, as well as other
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measures to support staff to maximise their
skills and performance.

Employees are encouraged to take
responsibility tocomplete additional training
that will provide skills which they can apply in
their job.

If a problem is identified with any staff
member, their manager will intervene and
provide one to one mentoring.

Within the Landcorstructure employees are
constantly challenged to continue their
development. A manager who was in the top
5% of the organisation ten years ago is how
likely to be around the middle. After a further
ten years they will probably have dropped to
be in the batom 10%. In order to combat this
process of stagnation an employee may be
moved to another farm to work with different
staff in another environmentA process of
amalgamating 2 farms was undertaken to
RSOSt2L) dadzlSNI YIFyl 3SNEE
This hado be reversed when it became clear
that someindividuals were not up to the task.

The rate of staff turnover is a big issue, given
the amount of time and resources invested in
training them

Where new technology is being assessed it is
normally trialledon a small number of farms.
Only if it is fand to be beneficialis it then
rolled outacross the whole business.

Senior management groggomprising the
managers of the larger farms have quarterly
meetings and every 2 years there is a
Wellington based aaference.

There are regional meetings on a regular basis
to assess the flow of stock in relation to the
budget.

The biggestltallengedo the organisation
over the next 10 years have been identified
as:
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9 Training staff to exploit new technology

Climate chage issues

1 Changes in the behaviour of the
agricultural industry

1 Identifying enough external managers to
fill senior positionsWith Landcorp
already recruiing oversees stathat are
suitablytrained.

=

Training of staff to a sufficiently competent
level istherefore a key issue in addressing the
concerns identified over the next decade.

15.3 Dairy HoldingdNZ

Farming 4,000dairy cows and 10,000 young
stock across 72 farms in Canterbury,
Southland and Otagmakes Dairy Holdings
the largestprivately owneddairy farming
company in New Zealand@ihey are the largest
privately owned supplier to Fonterra
producing over 158 million kilograms of milk
solids in the current yeafhere have been
significant changes in shareholders in the last
twelve months but this has had little impact
on the operation of the business.

Each of the farms is run by a manager with
additional staff as appropriatél'here are two
Farm Operations Managers and four Farm
Supervisorsvho oversee day to day
operations. The rain office inTimaruis where
CECQColin Glass anbl other adminstrative
and financiaktaff are based

Given the scale of the farming operations
across so many sites the company has
RSOSt2LISR | aYl ydz f €
This contains protocols fotlactivities carried
out in connection with the farm operation.
For example, every dairy cow is treated as
soon as shealves to prevent milk fever. This
operation uses standardised approach
which has been developed in conjunction with
vets and nutritisnists, and is written down in
black and white meaning all farm staff know
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the proper procedures to be followed. This
also ensures that in the absence of the farm
manager other staff can refer to the manual
to ensure continuation of operations.

Within the @mpany structuras the normal

progressiorof employees typical of the NZ

dairy industry When recruiting new staff the

policy is to check their employment history. If
OFyRARFGS& R2yQi aidle Ay |
two years they are likelto lack the

commitment to the businessAll staff are

required to have completed minimum of

formal trainingincluding Health & Safety,

Effluent Management and Compliance
O2dzNES&d 51 knedtorihRebpA y 3 & A
accredited which involves interviewing all

staff and § seen as an employer of choice.

(e} V4

Staff go frombeingcontract mikers, to 2 ICs
(second in commandhen farm managers
and finally share milkers who will own some
cows

Milker T+ [ha | y | Tt M- NB

MF~arm Owner

airt ] SN

In anyoneyear,the management expect 3 or

4 sharefarmers or managers to leave the
business and purchase their own farms. This is
acceptedas a normal turnover of stafina
ensures that employees calevelop and
progress through the businesSome

conditions can howevdrnave far reaching
results. The introduction of a random drug
testing policyin 2010led to the loss of around
30% of staff, in one go. However such an

T 2ARiPachquelopsaositiye cylweply § g o

responsibility within the organisation. At the
very least, it shuld reduce the potential for
work related accidents. This is indicative of a
forward thinking organisation.

'a LI NI 2F S5FANE | 2f RAy3Iac
there is an annual conference for 200 senior

staff, and employees are encouraged to get

exposure to wder industry events.
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Use of new technology is seen as key to
improving efficiency. Through the company
intranet management can access detailed
information for every field on every farm. This
includesfertiliser proof of placement using
GPS technology vidh is cross referenced with
the farm fertiliser application plan. When this
is linked to detailed irrigation application
records and soil moisture monitoring through
probes in the soil, area managers can identify
potential grazing deficits up to two weeks
before they happen. Milk yields, quality and
hygiene details are availabtend are also
indicative of the management ability of staff
on farms.However, athe other end of the
spectrum there is a risk that the volume of
data available could be used agstithe
business byfor examplegnvironmental
regulators.

With such a volume of information available,
the company has had to ensure farm staffe
able to interpret data and act on it if
necessary. Farm staff still retain the authority
to make decisiongegarding their unit,

however area managers will step in if they see
problemsdeveloping or repeated

By having atandardfarm manuafor all

units, the protocols for all routine tasks

should be well understood, although this
could be arguegdremovessome of the

decision making from farm management staff.
The reality is that in a business of this scale,
there is no room for things to go pear shaped.

15.4 China

All Chineseschool children sit a university
entrance exam. Depending on their results
the Authorities determine which course they
should study in which universityhis is part
of a strategic plan to ensure there are
sufficientprofessionals in all disciplines
including agriculture.
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In a visit to theAgricultural Universityf
Wuhanin Huba Province) leamed that there
were around 30,000 students on all courses
covering a rangef agricultural disciplines
The hardest fact to take in was that this was
only ore of 70 universities in Wuharach
with 30,000 studentsOver 2.1 million
students in one city!

It is clear China has a policy of training large
numbers ofyoung people across all subjects.
Many Chinese universities have links with
partner universities in theleveloped world,
and are beneting from cutting edge research
globally On aflight to Shanghaiwas

fortunate to sit beside a microbiology student
who was in the last term of his degretthe
University of Copenhageand able to confirm
this first hand.

At a time when many developed economies,
including the UK, are reducingviestment in
research and training, China has identified
that it needs a well trained workforce in the
future. This will leave the UK at a
disadvantage when compared to competitors
in the BRI@Brazil, Russia, India and China
economies.

Atthe University ® Yanglingin Shaanxi
Province, | met wiih Professor Tonyanan. He

is Orector of the joint ChindJK Sustainable
Agriculture Innovation Network (SALNJhis
programmejointly funded by the Chinese
Agriculture Ministryand DEFRA in the UK, was
launched byHilary Benn, then UK Agriculture
Minister. With partner researchers at
Rothamstead, the programme seeks to reduce
the environmental impact of Chinese farmers.

For many yeardie universityhas been
undertaking crop trials looking at the growing
of wheat ard kiwi fruit. Around 70% of
Chinese kiwi production is in Shaanxi
Province. | had the opportunity to visit some
of the trials. A neighbouring farmarrived to

i 2 by YdhryMadirS PAKTBY IMEROYING MANAGEMENT ¥ | NJY & ¢

A Nuffield Farmin@cholarships Trust report generously sponsored by The Thomas Henry Founoatiori 52



cultivate the land under his kiwi plants to
remove weed seedlings. Through my
interpreter it wasestablished that the farmer
had been growing wheat until 1996, then
switching to kiwi fruit production. When
guestioned, the farmer stated that he made
the change as a result of consultation with the
agricultural ministry.

It appeared that the Ministry lihdecided that
all the farmers in the area should switch to
kiwi production as part of centralised
agricultural policy. Wheat only continued to
be grown on roadside verges and other small
pieces of land.

Farmers are supported by a huge Extension
Service awmss the country, which includes
research and education establishments and
technical advisors. Figures providechich

Along with Nuffield colleagus visited a

sweet potato ceoperativenear to the city of

- Q Amgnager explained that the members
of the coop were trying to add value to their
crop by storing it and selling it out of season
when the market price is considerably higher.
This requied storing the crop in a controlled
environment to maintain its qualityThe costs
of erecting and running a cold store for the
purpose were prohibitive given the limited
resources of the members.

What they had chosen to do instead was to
construct a subteranean network of tunnels
which would hold some 500 tonnes of sweet
potatoes. This was the only time | felt in any
type of danger during my time in the country.
(Assuming you forget the hour pent in

agony during a Chineseassage My assailant
wasa man walking over my back on the

6SNBE FNEY GKS awngd t SOU éo?n?é of%igelbalélﬁ'itﬁjt e sole purpose of

personnel and labour statistic of national
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staff involved at all levels of the service to be
in excess of 760,000 people.

Nationally there are state run educatial
channels on both television and radio. These
provide information and training to farmers
across the countryWhile suffering from jet

lag after arriving in China from New Zealand |
observed a television programme about
sheep farming (I think). No intgreter was
available at 2.3@m, but itappeared to be
providing basic information about housing
design and feeding faheep.

It seemghat much of the management of
farms was provided through theentralised
governmentadvisory systemit was difficult
to getmuchinformationon the financal
aspect of Chinese agricultufalsinesses.
However one source stadghat, in an
attempt to encourage a largacrease in
agricultural outputfarmers were no longer
subject to taxatio.

GLYLINRBGAY3I GKS OF LI OAGe

makingme feelas much_pain as possible.)
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Anyhow, back to the Great Escafée tunnel
was some 6 metres below ground level with
what appeared to be only a coat of plaster on
the inside surface of the roof and walls. It
seemed doubtful that there was any type of
reinforcementto support the chamber. There
wasa ceop memberwith a shovel digging a
side chamber with nothing but soil above him,
in the light of a single bulb, while hislleague
threw the material back along the main
chamber It appeared hat this simple, if
somewhat prearious storage method had

the potential to significantly iprove retuns

to the membaes of the ceop for little cost
except their labour.

You can sea photo of thisunnel on the next
page.

15.5 Fnland

Finlandhas a much higher proportion of
younger farmers as head of the business,
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compared to the UK. There is a greater culture  to create efficiency in the papendustry, by

of encouraging young people to enter developing a natural technigue to break down
agriculture and assume responsilyilit lignin in the pulp process. This business was
created in partnership with two researefs
who required fundingSirpa Lintunen is a
former dairy farmemvho has retrained and
provides support to yountarmers, as an
entrepreneurial advisor. She stated that
young people are much more open to develop
new enterprises than older farmers. Finnish
research confirmed this by comparing

Though partly due to more generous pension
arrangements provided by the government,
Finnish society has greater recognition of the
contribution agriculture makes to the
economy and to managing the environment.
They are prepared to providedditional

support to farmers which is not of a monetary

r\atur?. For example, every farmer in.FinIand economic activity between farmers aged

is entitled to at least 1 or 2 weeks paid farm under 40 and those over 50. The leélis in

relief to permit them to have a holiday, with ONBEFGAYI | aOly R2¢ Odz G dz
the length of time depending on the size of
the farm. There is an extensinetwork of
entrepreneurial advisors, who assist farmers
through provision of training, as well as
development of new enterprises.

place the mechanisms to support young
people through the management challenges,
and sobuild the intellectual capacity of the
rural economyTraining programmes aim to
deliver short courses in@ncentrdaed way to

A young Finnish dairy farmer | spoke to has rapidly upskill participants.

interests in a biotechnology company seeking

Underground sweet potato store in China

GLYLINRBGAY3I GKS OF LI OAGe G 2byYdhryMadiS PAKTBYIMFROYING MANAGEMENT ¥ | NI & ¢
A Nuffield Farmin@cholarships Trust report generously sponsored by The Thomas Henry Founoatiori 54





















