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Pastures under adverse conditions - Too expensive?

What to do and where to go for financial assistance for pasture
development

Clive Sefton

Rural Financial Counsellor
Castlereagh Advisory Centre Ine,
Gilpandra NSW 2827

—

[ Summary: Pjanning is the essential ingredient for any pasture development program. Assistance |
i available for both formaland informal training and for professional advice, both on the technical
and Nnancial aspects relevant to increased production, financial capacity and the environmental
sustminability of a proposed pasture development program. Financial assistance for the actual
implementation of the program is primarily available via the NSW Rural Assistance Authority or
from Landeare projects relevant 1o pasture development where sustainability is an issue, |

Financial assistance for pasture develop-
ment

Planaing

Coming from a background of having seen many
failed projects, 1 have a personal need 1o ask
fundamental guestions, prior to seeking finances on
behall of a client. An indication of the types of
questions include:-

e What specifically is being proposed?

& How will the changes impact an the productive
capacity of the property when integrated with
existing practices. management ability, labour
foree, machinery erc.!

s Will the mansgement team have the skills,
strengths, labour, desire and the funding to
realise  the productive  potental  of  the
development program?

= What are the long tcem impoets on the seil,
water, on feral, native and domestic flora and
[auna?

o Has adequate knowledge or advice heen
obtmned o ensure the methodology to be
employed will give the best possible outcomes,
while minimising the degree of nsk and
disruption to the remainder of the famuly or
business unit?

& Are there other ways of achieving the ultimate
goal  without  following  the route initially
envisaged - n other words has adeguate
atiention been paid to aliernative strategics and

technoloses, or are you simply copyimng the
neighbour?

The above questions are tips of the iceberg when
it comes to assessing the merits of any development
program, but the answers impact heavily on the
finances required, the ease of accessing that finance,
the cost of finance and the risks associated with the
petential for things 10 go wrong,

The reason why | have touched on these 1ssues,
is that the planning and the forethought required, are
essential for # sound development project and are
integral pans of a well presented application for
finance. In addition, the discipline needed 1o
develop a eo-ordinated, vigorous and creative appli-
cation for assistance is likely to be equally, if not
more beneficial, than the funds received,

A minimum standard for any application for

either povernment -assislance or commercial
borrowings should include the following:-

®# Clear idenufication of the proposed program
and the bencficial impact.

# Identification of the total cost of proposed
activity and the funds yvou need 1o borrow.

o Cashflow impheations with specific details of
the preduction program on which the cashflow
is hased.

e Historical performance - as an indicator of
accuracy of cashflow and capacity Lo service the
additional deht.

e Full list of asseiz and liabilities,

Government policy reflects a fundamental ac-
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ceptance that the standard of farm management
planning needs 1o be further improved in order o
maintain an internationally competitive industry
which is also socially and ecologically sustainable -
hence the following packages:-

Assistance for planning

Farming For the Future

Workshops are conducted which reflect the local
needs of producers; costs are subsidised to only
$30/family. Contact the staff of your local NSW
Agriculture or Department of Land and Water
Conservation,

Prime Pasture Program If

A unigue association of the National Landcare
Program, NSW Agriculture and Agribusiness in
partnership with graziers who are keen to promote
sustainable land use while raising productivity.
There are 24 paired paddock management demon-
stration sites throughout the slopes and tablelands of
NEW, Al these sites district practice in one paddock
is compared with another paddock’s “improved”
management, such as regular or high fertilizer
inputs, liming, strategic grazing or various forms of
rotational grazing. Full membership costs only $35,
giving a seasonal newsletter, the opportunity to
attend field days and both the Pasture Establishment
and Pasture Management Field Guides. Contact
Mike Keys at NSW Agriculture Queanbeyan,

Grants for the Acguisition of Farm Management Skills
and Professional Advice

These are provided under the Rural Adjustment
Scheme und administered by the NSW Rural
Assistance Authonty, Grants of up to 35,000 (with a
maximum of 53,000 in any given year). These are
designed te increase the productivity of farm
enterprises which will lead to improved sustainable
long term  profitability through improved man-
agerial, husbandry, technical, financial or business
knowledge and skills, by undertaking appropriate
training or obtaining professional advice in these
areas. Apphcations must be lodged prior to
engaging the advisory service or training. Many
producers have used such grants for soil nutrient
testing and femilizer management advice on both
cropping and pasture developments. Others have
used the grants o0 fund both formal and informal
traiming programs which will develop the skills
necessary for managing the integrated business
needs of their production unit,

Contact the NSW Rural Assistance Authority by
telephone on 1800 678 593, your farm consultant,
your accountant or rural counsellor,

-Giraup Activity Grants for the Acquisiion of Skills
and Professional Advies

These are provided under the Rural Adjustment

Scheme and admmistiered by the NSW Rural
Assistance Authority, They require a minimum of
five farmers joimtly applying for group training
andfor professional advice activities o improve the
linancial, technical, management or business
knowledge and skills of groups of farmers, Grants
cover up to T5% of costs. with the producer
providing the remaining 25%. A maximum limit of
350,000 per group activity per training recipient in
any one year, of which the cost per group member is
not o exceed S3UHN, with a maximum limit of
HIS0,000 per group activity per training recipient.
An interesting point is that there currently appears
o he o restrictions on the compuosition of groups,
or on how many different groups a specilic individ-
ual can belong to. Experience shows that when such
a significant amount of money 15 made available, it
15 highly likely thar sufficient numbers of farmers
will unite to access the training or advice relevant to
your pasture development aspirations.

Conlact the NSW Rural Assistance Authority by
telephone on 180K} 678 593, your farm consultant,
your accountant or rural counsellor,

From my perspective, the availability of funding
is often the trigger which stimulates a farmer’s
desire to evaluate their current position, their goals
and the means of achieving those goals.

Imagination - An essential ingredient

Many people come from the perception that they
cannod afford to engage in major development pro-
srams and therefore it cannot be done.

Such a framework or mind set, severely limits
the potential for growth and tends o be the reason
why much development is done an an ad hae hasis.
Imagine using a different perspective wherehy you:-

e cntically analyse the system hlockages i your
Gperalions

e jdentify how to minimise the impact of liminng
factors

o gvaluate the benefits of the program on long
term profits, labour requirements, sustainability,
managerial complexity and life siyle

& jdently risks and benefits of the proposal and
plan the 1implementation of risk management
sirategies

® source funding and assistance packages.
Financial assistance for implementing a
pasture development program
The Rural Adjustinent Scheme (RAS)

This is a Federal Government scheme administ-
ered by the respective states. In NSW the role falls
to the Rural Assistance Authority, RAS is designed
to promote and cohance industry  viability via
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improved  productivity and  training, so a5 Lo
fmprove international competitiveness,

Unfortunately, many  producers  who  could
access the scheme to facilitate major enohancements
e their business, discount the Rural Adjustment
Scheme as only being there o Yprop up the losers”
or conversely to “adjust people out of the industry™.
Both are invahd perceplions as many producers
have Tound it to be a highly effective tool in taking
the next step towards ensuring viability well into the
future.

Case study

A 60 year old farmer had  purchased an
underdeveloped property in 1985 with the intention
of ensuring a sound economic base for his son's
furming future, whilst providing sufficient resources
for a comforable retirement for himself and his
wite. Development and productivity enhancement
came to a grnding halt with the wool market
collapse and high interest rates of the garly 90°s, He
was exploring ways 1o achieve his goals bul
assumed he could not fund the program envisaged.

We attempted o reverse the decision making
process (o get away from the perception of not
being able to afford development. We explored a
“wish list” of those things which most limited pro-
duction, restricted profits and complicated manage-
ment/labour requirements.

Although the “wish Nst” does not 100%
correlate to grasslands development, the parallels
can provide an insight into the process. Those items
identified as having the greatest impact were:-

* fencing, stock water supply and sowing of
pastures on 280 hectares, after imually cropping
for two years as a weed control strateey

® he extension and improvement of the sheanng
shed to allow handling, storage and use of clip
care strategies

o 3 orain warchouse for markeung exibalite

To save money we explored the idea of amalga-
miting the sheanng shed development with the
grain storage facility, as shearing occurred in late
September - well after deferred grain sales strategics
had been completed. The farmer drew up plaps 10
accommodate the dual role and eot independent
advice on work patterns and structural consider-
ations to ensure it could operate efficiently, given
the cost savings achieved.

The use of their own labour and on-hand
materials limited the projected cost of the wish list
to approximately 360,000 and once again the farmer
assumed he could net finance the project. so was
about o give up.

The next step was to identify the impact of the
changes on income, expenses and management,

with the clear indication that the pasture develop-
ment and crain storage strategies would have the
greatest impact on profits, while the wool shed
mmprovements would reduce stress levels on the
owners, shearers and sheep.

Onee the long term benefits were identified, we
then explored ways of funding what could be a
potential debl increase of $60.000 for a family who
already had Term Loans tatalling $255,000.

The strategy employed was 1o develop a three
stage program, which could be accommodated in
the normal overdraft limit, should the bank accept a
three year interest only provision and we accessed
the Rural Adjustment Scheme's  Productivity
Enhancement Interest Subsidy Grant.

Because we testructured the 255,000 in bank
debts to accommodate the development, the pro-
ducer became eligible for a 50% Interest Subsidy
Grrant 10 a maximum of $20,000.

Interesr Casts

$255.000 % 12.5% = 331,875
Average overdraft balance
$20,000 x 13.5% = § 2,700
Total Intérest Cost 534 575
56V Rubgidy {meaximum )
$ 57505 = $17.287

The NSW Rural Assistance Authority approved
£17,000 pa. for 2 vears to contribute o total of
34 (00 towards an initial project cost of $60,00H,

The farmer now attributes the development
priogram as being a primary reason for his current
strength and improved lifestyle. He managed to
achieve the following:-

s Control the movement of feral ammals by
adequate fencing of the boundary along the
developed 280 hectares,

¢ Eradicate & severe infestation of galvamised borr
on the 280 hectares.

= In the first two years achicve a 1.6 tenne/hectare
prime wheat crop average from a paddock
which previously had minimal productive value.

& Defer grain sales to improve: nel prices received
by a two vear average of 535/tonne x 600 tonnes
te amprove profits by $21.000 p.a.

® Sow down the 280 hectares o high guality
pastures,

e [lse profits 1o further develop the management
ease and profits of the property.

o Learn a dilferent way to look at development
prablems.
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e RBeing significantly closer to realising his plans
of having a sound economic base for the son’s
larnily and his retirement,

His greatest lament is that he now regularly pays
tax.

The lesson 1o be leamt from the above case
study is that the right approach can dramatically
impact on the effectiveness of any financial assis-
lance.

In this particular case it was likely that nothing
was going to be done at all. Had the farmer simply
borrowed  the $20000 he assumed was  the
minimum needed. without restructuring the other
dehts, he would have had an inadequate production
enhancement program and only accessed appros-
imately $1,200 interest subsidy for one  year,
compared to the 517,000 for two years.

Productivity Enhancement [Interest Subsidy
Grants

Properlv consuucted pasture  development
programs clearly fall under the guidelines for the
Productivity Enhancement Interest Subsidy Grants,
Such grants can be up 10 50% of the interest cost of
loans, with the maximum subsidies being capped 10
520,000.

This support can assist with:-
* changing {arm programs
® adopting technological developments

® increasing resource intensity (including capatal,
labour andfor land)

® debt restructuring
® capital restructuring

NB: Support for debt and/or capital restructuring
c¢an only be provided where it i3 necessary 10 allow
the farmer to undertake productivity enhancement
measures.

[Any productivity enhancement measures o be
endertaken must be accompanied by new borrow-
irgs ancfor restructunng of existing bormowings 1o
fund the measure.

Assessment Criterig
Applicants must satisfy the following eriteria:

e the provision of support under the scheme is
needed to enable the farmer w0 underlake the
farm productivity improvements in accordance
with an established program,

e the measures o0 be undertaken, either n
isolation or as part of an imegrated package of
measures, will improve the productivity of the
farming  enterprise.  leading  to  improved
prospects  for  the swstainable long  term

profitability  of the enterprise. In assessing
sustainable long term profitability, the following
factors will be taken mto account:-

=sthe past and expected future profiability and
pecformance of the farming enterprise and its
abtlity o meet  financial commitments
relating to;

—scost of operation of the farm enterprise
—lving cost of the farm family
—rinvestmant in sustainable farming systems

—rallowance for depreciation of capial and
future capital requirgments

—sservicing and repayment of debt of the
farm enterprise

—the long-term  economic trepds  which

impact on the farm enterprise.

=sthe provision of financial support for the
farming enterprise by commercial lenders, or
“at arms length” privaie loans al commercial
terms and interest rates.

=pthe demonstrated technical and financial
management competence of the apphicant (the
apphcant may be eligible 10 acquire this
competence through the provision of a grant
o undertake  traiming  andfor  obtain
professional advice),

=rthe extent to which the Rural Adjustment
Scheme support is likely to contnbute to, or
facihitate  productivity  increases  for  the
farming enterprise through:-

—sa reduction noaverdge farm operaling costs
andior

—a sustainable increase in the value of the
tarm enterprise’s production which leads 1o
increased profitability

e The applicant has the capacuy 1o become
financially independent of support provided
under the scheme within a reascnable period.

e The applicant contributes o sigmificant proport-
1on of his ar her labouor to the farm enterprise.

& The non-farm assets and income are not deemed
10 be in excess of those needed for prudent risk
management of the farm enterprise, taking intc
consideration the current and fulure cash flow
expected from the acovines of the farm enter-
prise and other sources.

NB Gross incemte is used in all cases when
assessing applications for assistance.

Unspoken Criteria

The specified criteria, outlined above, does not
indicate the actual benchmarks, ratios or absolute
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references uwsed by the RAA 1o assess an
application. Knowledze of the unspoken criteria
will significamtly increase g given applications
chance of success. Some farm consuliants, some
accountants and all rural counsellors -have a intimate
working knowledge of preparing applications to re-
Aect the producers needs, while complying with
hath the spoken and unspoken criteria, In the even
of an application being rejected, it is advisable to
immediately approach such a person Lo investigate
the feasibility and structure of an appeal, which
must be lodged within 90 days,

Na matler what application you are completing,
it is advisahle to leam all you can abouwt how
applications are assessed, prior to filling in the form.
This may sound like simplistic advice, but it is
amazing how many pecple are rejected because they
filled in the applicalion wsing the first set of
numbers they thought of, An equally valid set of
numbers which reflects the expectations and needs
of the business, from a slightly different perspective,
mity well meet both the published and unspoken
criteria and  see a successful  oulcome  being
achieyed.

Enhanced assistance under Rural Adjustment
Scheme Regional Iniliatives are currently being
developed, so should you produce in such areas, you
need 1o become aware of specific assistance
measures which may apply to your circumstances.

Special Conservation Scheme

This schems 15 a NSW government initiative
administered by the NSW  Ruoral  Assistance
Authority: Low interest rate loans are made avail-
ahle to gualifying applicants for the purpose of

e Soil Conservaton, wieed

control

including  woody

e Siwock and domestic water supply

* Upgrading existing irmigation systems
* Tile drainage

® Serrated tussock control

The proposed works must have a benclicial
impict on the land. the communily and the environ-
ment and eannot be based purcly or cven primanly
on productivity.

Loans can be up o 3100,000 tw 90% of the
reasonable cost of works, repayable over 10} vears.
Interest rates are locked in wt the date of initial
draw-down, being set at 25% below the NSW
Treasury Corporation 10 year bond rate applicable
at the time, {For exarnple at 28th Feb 1997 the loan
interest rate was 6%,

Applicants must be in working dccupation of
the land, have adequate security, capicily 1o repay
and have net assets less than 500,000 1o qualify.
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Omnce again, imagination, research and an under-
standing of both the formal and unspoken criteria
will improve the chances of success. The Sl
Conservation aspect of the scheme overlaps many
aspects of pasture development, but the proposed
wark muost be essential for and intearated with the
soil conservation meeds of the property any
productivity enhancement must he purely secondary
in nature. Technical reports from Depart-ment of
Land and Water Conservation staff are necessary Lor
approvals of both the technical merits of any Soil
Conservation program and for evaluation of the
beneflicial impact on the land, the community and
the environment.

National Landcare Program

Many of the goals of a pasture development
program and Landcare are complementary, to the
point that it becomes difficult to segregate them into
practical administrative areas. Landcare cannot Tund
productivity  based programs, but where a well
presented and integrated project includes pasture
development work as an mtegral part of the project,
then funding may be available.

The Dilly Landcare group has been provided
with $300.000 over three years for work on the
Bidden Creek subcatchment in the Gilgandra
district. The priject covers 4,840 hectares and eight
properties. With a well drawn up strategy to controi
both gully and sheel erosion, they are constructing
earth works, fencing 1o land classes, planting trees
and providing remedial soil work to establish
vigorous perennial pastures and reduce the reliance
on cropping:

Precise figures on the proportion of funds being
speat directly on pastures or works having specific
benefit to pastures has been estimated at approx-
imately $T0000 across the eight properties,

Landcare shouid not be thought of as a source of
funds for pasture development, but the experience
of the Dilly Landeare group demonstrates the
advantage of an integrated project which can
significantly increase productivity as a secondary
consequence of environment protection.

A changing scene

Continual changes are being made o funding
packages and their avalability. The only way to
become conversant with what is available and how
it may apply o your circumstances, is by
continually keeping in contact with a broad cross
section of other producers, government departments
and advisers. Remember the unspoken criteria are
as impoertant as the spoken criteria,

Programs to pay fulure attention to include
announcements relating to Regional Initiatives such
as West 2000, the National Heritage Trust and
specific initiatives such as the Salt Action Funding
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Task Force and the Nationul Vegetaton initiative.

Occasionally funds become available from the
Environmental Protection Authonities Trusts and
from  the Calchment Committess using  Total
Catchment  Management™s  Discretionary Funds,
Both sources are irregular, highly restncied, and
require careful thought st that you can ensure the
productive aspects of the development are purely
coincidental to the envirenmental reasons for the
development.

Conclusion

Imagination, advice, training and integrated

planning are essential for successful pasture devel-
opment projects. When seeking financial assistance,
first look at the support available lor advice and
training prior to developing specific plans, Ensure
you thoroughly explore both the written and
umwritten eriteria relating to any application for
assistance. ensuring that the imagination, fore-
thought and management skills is reflected in the
application.

Onece you have reached the stage of expertise
that you have soundly developed technical skills and
sound financial plans, you are then in a position 10
access assistance measures 0 help implement the
practical phase of the pasture development project




