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Executive Summary

The am of my topic was to learn about as many different ways that farmers can work together
then decide which process has the biggest impact on profitability on abusiness focused farm.

My travels exposed me to many new and exciting forms of cooperation which al had varying

returns for the farmer involved. Following are some examples,

North American Farmers is a membership organisation with 6000 members with the
primary purpose of adviang famers of far input pricing through telephone services
and preferred suppliers. If they find any circumstance tha is not in ther member's
best interest they will try and remedy this by bulk buying, degling direct or education.

DLG is an R & D group from Germany that was founded to bring technica and
management progress into agriculture. It brings famers, scientists, researchers,
government officids and consultants together to discuss and solve relevant topics.
Other activities is organisng large exhibitions and running a commercid QA system.
It has 10000 members.

Due to the dramatic drop in profitability in the UK, many farmers have been forced to
work in with each other in busnes arangements resulting in efficency and
management gains.

FM500 is a private extenson programme in South Easern Audrdia using

sophidticated financia analysis with the discusson group process to enhance the
profitability of membersinvolved.

With dl that | had learnt | then divided how farmers work together into five broadly related

areas,

Management.

Research, Development and Extension.
Watchdog Membership Organisations.
Joint Ventures.

Supply Chain Cooperative Businesses.

With the focus on the grains industry and a famer with drong business principles | have
concluded that the most profitable way a famer can have a mutudly beneficid rdationship
with other farmers is when it assists the management of the business. This can come in the

form of benchmarking combined with a wedl-structured discusson group. A discusson group

isaformd way that farmers can compare, critically appraise and exchange idess.
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| was not aware of the discusson group concept before my travels but came across many
different forms but concluded that to achieve the best results a discussion group needs to be,

Farmer driven.

Timelimited — 3 years or one farm vist per member.

Like minded with Smilar businesses

A smdl group of 3—-8.

Preferably not neighbours or friends.

Use of afacilitator to assst in data collection and presentation

Usng accurate financid data as the bads of discusson in a formd and well gructured group

will improve your management, ad in decison making and help in drategic direction

The value of benchmarking combined with a wel-structured discusson group is a
power ful tool for improving farm profitability.

The other area that | believe has great potentid to assst farmers lower their production costs
is to involve themsdlves in joint venture arrangements. This is when a famer engages in a
bus ness relationship with other farmers for the purpose to,

Achieve scae

Lower cost of production.

Give access to expensive equipment.

Provide opportunity for youth.

As3g in expangon.

The key to successful joint venture arrangements is having a business focus with a high

leved of documentation.

Famers of the future will need to work together in dl aspects to mantain profitability and
will need to in new and cregative ways.

Brian McAlpine Farmers Working Together For A Better Profit GRDC 3



Acknowledgments

To my wife Tracy-Lee for her support which without, my Nuffiedd experience would never
have happened.

Dennis our long-term workman, and my father who operated the farm in my absence.

People who dl influenced and asssted in the writing of the report are as follows.

Farmers - Alun Owen, Jm McArthy, Peter Baker, John Mackie, Keith Adams, James & Ewen
Cunningham, Gareth Baird, John Strawson, Roger Mercer, Steve McKendrick, Niels Rabolle,
Teun Smit, Martin Rykers, Dermot Johnson, John & Bab Cote, lan McPhaden, Harold
Isermeyer, John and Robyn Farrier, Phil Abbot

Fam Lobby Groups — Pecific Northwest Gran & Feed Association inc, Danske
Svineproducenter, LTO Nederland, NFU Scotland, NFU Ireland, WAFF, PGA, NFF, GCA,

Levy Groups — Western Grains Research Foundation, Saskatchewan Canola Growers, US
Wheat Associates,

Rescarchers and Academics — Dr Frank Plessmann, Chrisof Modler, Dr Joachim, Brett
Fairbairn (1), Murray Fulton, Richard Schoney,

Cooperative associations — Sastak Ltd, Farmeco UK Ltd, Federation of Danish Co-operatives,

SAQOS, Canadian Wheat Board, Birchip Cropping Group, German Agriculture Society,
Woldmarsh

Busnesss — Nel Clake & Associaes, Kaama Export Company, JSR Farming Group,
O Cdlaghan Rurd Management,

GRDC for funding the scholarship.

Brian McAlpine Farmers Working Together For A Better Profit GRDC 4



Aims\Objectives\Study Goals

The am of the sudy tour was origindly to look a how farmers can work together. This
introduced me to many different examples that provided vaiable returns to the farmer
involved. Meeting on numerous occasons farmers and businesses that have extreme business
focus, | redised that it was important to look more closely a what the cooperative process

was doing for the farm business that was involved.

This then changed my <udy topic to “How farmers can work together for a more
sustainable and profitable business”.

| shdl endeavour to highlight that there are many ways to co-operate, but these are frequently
not being fully utilised. Due to the ever-changing environment of farming, new ways ae
developing that will be more appropriate for the modern farmer. Findly each and every
dtuation needs certain criteria for it to work to its potentid, so | intend to document my
thoughts and findings.
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Introduction

Agriculture is a globd industry with many common chalenges facing the modern farmer.
One of the grestest problems is that commodities are being produced around the world below
the cost of production and that reduces the farmers returns. This is due to a number of

reasons.
Farmers have no choice, as there are no dternative income sources.
Farmers are unaware of their return on asset.
Globaision.
Farmers choose alifestyle.
Distorted markets.

This then makes it more difficult for a farmer tha is aware of his return on asset (ROA) to
continualy achieve a rate of return that is acceptable, taking into account the advantage of a
favourable lifestyle. What | was looking for is how these farmers can work together to assist
them in achieving this target, as | bdieve that dl busnesses need to do this in a globd market
to continue farming in the future.

The firg task of my tour was to look a the many different ways that farmers could work
together. This was a revelation to me as | discovered a number of different ways that | was
unaware off. The different history, culture and climatic conditions were aso important to

understand as they often have alarge influence on the Stuation.

The next task was trying to assess the importance of these methods for farm profitability,
critical criteriafor their success, and to look at new ways that farmers can work together.
In my contents | have divided how farmers work together into five broadly related aress.
Management.
Research, Development and Extension.
Joint Ventures.
Watchdog Membership Organisations.
Supply Chain Cooperative Businesses.
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Contents

Management - Discussion Groups and Benchmarking

Discussion Groups

The Discusson Group concept is a forma way that a group of farmers can compare, criticaly
gopraise and exchange ideas with other farmers in the group. There is a huge variation of
groups, which provide benefits on varying scae.

Industry Driven Groups

The example for this | based on the discusson groups that have been set up by the Wesh
Dary Boad. This is an indudry initiative to Soread the philosophy of discusson groups to
help raise qudity and production levels amongst dairy farms.

These groups typicdly have:
Between 8 — 25 members.
Facilitator provided by the government or industry.
A couple of keen members who drive the group.
Meset each or every second month involving afarm vist.
Mainly locd farmers.
A catchy name eg Grazing Gods, Grasshoppers or K9.
Key people on relevant topics attending.

Benchmarking is used amongs the farmers and this can vary in complexity. Some use smple
formulas to ad discusson where others will use a complex process that will result in accurate
profit indicators.

The group's dynamics are very important with the group functioning best when a leve of
trust is reached amongst the members. This can change each time a new member comes in or

if the group is too large. This is an important role of the facilitator who encourages dl to
Brian McAlpine Farmers Working Together For A Better Profit GRDC 7



participate and to get the discusson as open as possible. The agenda is sometimes left to the
farmer who is hogting the meeting on hisfarm.

This example of discusson group highlighted many issues that result in not achieving the best
out of the discusson group concept. The groups appeared too large to achieve trugt,
benchmarking wasn't a large part and groups tended to be formed by facilitators rather than
interested parties.

Farmer Driven Groups

The next example is the FM500 Group based in south-eastern Audrdia. It has 400 farm
businesses that are involved in over 30 open and interactive discusson groups. | beieve this

mode has far better value to growers involved.

Fam Management 500 is a privae extenson program linking farming families with
agribusiness partners, consultants and a powerful resource network. FM500 aims to accelerate
the adoption of better busness practises by fostering open and interactive farmer group
megtings. All members share ideas and experiences to recognise and develop skills and
enhance profit. Farmers involved are activdly working to improve their farm business

management skills and recognising the need to create wider industry networks.
Structure

Groups meet regularly on members farms, contributing to a yearly program of gpproximeately
four days of group based activities. An additiona 2 days of sharing and networking is held
with other FM500 groups at specidly arranged FM 500 intergroup workshops.

Groups typicdly congst of tweve farming businesses. Members are invited according to their
desire to learn, share and contribute to the forward thinking and professonad manner by which

the future of the industry can advance with confidence.
Benefits

FM500 encourages a whole business approach, aided by the increased and more sophisticated
use of financial performance analyss and benchmark indicators for comparison within

and between businesses and to industry standards.
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The main focus is on people and their individud needs, ensuring a balanced approach to
issues relating to dl the family members.

Members of FM500 say they have greetly improved their networks and &bility to manage
change. Being a member of a FM500 group has removed both socid and decison making

isolation.

Wider audience group
Thisexample | learnt from a Danish Pig producer.

A fadlitator will organise busnesses of dmilar sze and enterprise that come from different
regions (far enough agpart that they don’'t know each other or aren’'t familiar with each others
busnesses). This has the advantage of being able to be more open and competitive whilst
having the opportunity to learn outside your immediate community.

Small group

For farmers to work together successfully they do not necessarily have to be involved in a
formd or Sructured organisation. Smdl groups may be formed when a famer rings up other
farmers or businesses that they respect and vaue their opinions and business practices. The
number is in the range of three to eght and no fadilitator is required. Because of the sze of
the group, a leve of trust and confidentidity can be reached that enables a higher levd of
disclosure. Open book showing complete financid details is common. Other group members
can be outsde the farming indudtry.

International Group

An organisation brings a group of farmers together from around the world to compare cost of
production, markets and land values. This dlows the group to see trends and opportunities
tha may exig due to globdisation. This concept has limited benefit to the busness and
probably only pertains to the very large enterprises. This example came from the dairy section
of IFCN which has facilitated an internationd discusson group.
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Benchmarking

Comparing your farm’'s management, input costs, commodity prices, cost of production and
profitability againg other farmers from within your digtrict, market and around the world

enables you to make informed decisions about your business.

The process of benchmarking is well understood but there are different levels providing
different information and therefore value.

| vidted IFCN (Internationd Farm Comparison Network) www.bal.fal.de, in Germany,
which compares like fams with the same enterprises from around the world. In a complex
process teking exchange rate, enterprise mix, market access and other variables they can
compile aset of figuresthat asss in highlighting

Future trends.
Land use change.
Production opportunities.

Government intervention.

An example is the Canadian wheeat industry in the mid-west is very good a producing chesp
whegt but when you add the transport and handling costs it makes them higher per tonne of
wheat than their competitors. This would indicate that there would be a need to lower this part
of the cost of production to stay competitive. If this was the case famers who adopt ther
business to this information will survive into the future and the ones that don't, regardless of
how good a producer they are will suffer agradud decline in profitability.

Comments on Discussion Groups and Benchmarking

The larger group idea has many disadvantages to its structure. Once the group gets too large
you will dat to have too much variation in enterprises and <ill levd. Also the higher the
levels of trugt the greater the benefit to the farmer. | believe to gain the most benefit out of a
discusson group it must be no more than 8 members, and should contain likeminded farmers

with smilar businesses. It would be favourable not to be made of neighbours or friends.
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The big point | would like to make is that a discusson group has a use by date. The time
frame would be around two to three years depending on group maturity. After this period the

learning would drop dramatically and the group could become atime waster.

The use of a fadlitator will enhance the group’s value by coordinating, data collecting and
assding in group dynamics. It must be recognised that this comes a a cod, as it is time

consuming for the fadilitator to run a discussion group.

Groups can evolve into other ussful business reationships like buying, equity, socid,
travelling groups which dl are beneficid to the business but dso need to be carefully assessed
on the returns that they deliver for time invested.

Discussion groups are a classic case of the more you give the more you will get in return.

So my concdluson of awell-structured discussion group is as follows
Farmer driven.
Use-by-date — 3 years or one farm vigit per member.
Like minded with smilar businesses.
Smdl group of 3—8.
Preferably not neighbours or friends.
Use of afacilitator to assst in data collection and presentation.

The combination of these two processes is very important to get the most vaue, as by
themsdves they are dmost time wasters.

The value of benchmarking combined with a wdl-structured discussion group is a

power ful tool for improving farm profitability.

Research & Development - Commodity Levies and R & D Groups

Investment into Research and Development is criticdly important for the future of any
indudry. In the past, agriculture was blessed to have the government primarily fill this role
but as support lessens the farmer needs to gart funding their own R & D. This is happening
through levies on commodities and farmers paying membership to a group whose primary

focusis on attracting, coordinating and extending research and devel opment.
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Commodity levy / Check off

A levy is legidated or voluntarily adminisered and the proceeds form a corporation,
commisson or foundation, which uses the funds to deveop the commodity. The money will
be spent on research, development, extenson, marketing, education, and sometimes |obbying.
The levy will either be a percentage of the vaue of product or a set amount per volume.
Farmers control these organisations, yet often have industry representation on the board.

A good example is a German canola group caled UFOP www.ufop.de, which derives its
income from seed sdes of canola. It has sx saff with a budget of 2M euro. They have been
responsible for helping the industry grow from 700 000 ha to 1.2M ha, raising the price under
politica policy change, developing 200 000 ha of indudtrid rgpe, and activey involved in the
development of the biodiesd industry.

The next example is a second tier group which receives a percentage of their income from 20
date check offs. US Wheat Associates www.uswheat.org, is an organisation which promotes
US wheat consumption. They have a budget around 10 — 12 M $/US and have offices around
the world. Their main activities are

Meet with trade, millers etc to discuss their needs.

Show the qudity and economic vaue aspects of US grain, outline the logigic and
structure advantages

Point of contact for any complaints or queries.

The main difference amongst the groups is whether it is legidated or voluntary. Voluntary can
be disguised through the option to get your levy back or when the levy is voted on every st
period. The argument is that if a levy is voluntary then there is a lot more scrutiny on the
performance of the board.

Grower R & D Groups

These are groups that have their base income come from farmer membership. They are
gooliticd and ther main purpose is to assg in Ressarch and Deveopment within their
membership. Due to the government traditiondly acting in this role most groups are reatively

young.
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The exception was a group in Germany, The German Agriculture Society www.dlg.org
which started back in the late 19 century which now boasts 15000 members.. It was founded
to bring technicd and management progress into farming. The DLG is a non-profit sdf-help
organisation. It is financed from membership dues (100 Euros), revenue for services and

public subsdies. Itsmain purposeis

Bringing fames sdentigds advisrs, and government officids together  through
conferences, management seminars, travel groups, and relevant topic discussion

groups.

Organisng exhibitions. Agritechnica, which is rdlated to the cropping industry, and
Eurctier for the livestock dde of agriculture ae two of the biggest of their kind in
Europe. The profits from these are directed to the first point.

Running a qudity asurance sysem tha certifies the products qudity. This is a
commercid part of the group that financidly supports itsdlf.

The gmaler regiond group is best described by usng the Birchip Cropping Group

www.bcg.org.au, as an example. It was formed in 1993 to atract industry, government and

educationd indtitutions to their region, and to conduct, extend and vdidate agronomic
research. It has developed into a group with 500 members. Ther revenue comes from
membership $269/business, sponsorship and accessng funding that is available to carry out
relevant projects.

The initid expectation has wel been exceeded, highlighting that this type of group is filling a
void left by decreasng government assstance and farmers are becoming aware of the need to
reinvest in thair indudtry.

Joint Ventures

Commodity products like grain have little opportunity to value add. To maintain or incresse
your profit the farmer needs to ether produce more or produce it cheaper. The cost of
production of a farm not only enables it to be profitable but dso dlows expanson. Joint
venture is used to describe any time a farmer works in with others in a business arrangement.
This has many different applications and ussfulness and if done correctly will lead to a better

profit for the farmer involved.
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Machinery Rings

A meachinery ring is a cooperdive organisation that assgts famers to utilise their machinery
and labour more efficiently. Members of machinery rings incdude farmers, hire companies,
contractors, sdf-employed labour and other busnesss offering or demanding services
broadly related to agriculture.

By having an extensve database of services and mechinery avalable in a digrict a machinery
ring can provide dl contracting services, machinery and equipment hire, rurd labour
requirements and machinery sales amongst members. A ring aso has direct debit facilities 0
any work done is guaranteed of payment.

The advantage to al the members

L ess paper work.

A loca network dedling with people you know.

More efficient use of men and machinery.

Opportunity to lower costs on the input side.
The advantage to the farmer isit can

Reduce the investment in labour and machinery.

Easer to find labour, machinery and services at theright price and at the right time.

Utilise machinery and labour to itsfull by contracting to other farmers.

For the suppliers of thering, benefits are

Prompt secure payment.

Increases customer base.

Great avenue to be able to earn extraincome.

Rings have large membership generaly between 200 to 600 members. They are cooperatives
with farmer boards. On gpplication a share is purchased that is non-returnable plus an annud
membership fee. Any work that is processed, a 2% levy is charged. Machinery rings don’t
have assets, just adminigtration cogts.
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A big problem for machinery rings is once a contact has been st up the people involved wont
use the machinery ring again and go direct to save the levy charge. This example was based
on my learnings from the Sastak Machinery Ring in England.

Machinery Joint Ventures

Normadly machinery joint ventures are agreements between farmers to share a piece of

meachinery for acommon purpose. The advantage isto:
Lower the cost per production unit.
Have access to expensive equipment that can do the job quicker and more efficiently.
Ensure qudity.

When times are good farmers generdly over invest in machinery but this cost per hectare can
be avoided through clever cooperation with other farmers to keep machinery codts to a
minimum. Many machines are under-utilissed and a comment to me was “when you fed a
machine can't be pushed any more, thereis ill room to do so”.

An example is a group of farmers in the UK co-operated to purchase an expensive human
consumption pea harvester. Other than lowering the cost per hectare they were able to supply
the loca Birdseye processng plant with better quaity (due to the maching's capability) and a
a congtant supply (due to the cooperation amongst the owners resulting in better prices for
al).

All farmers can utilise machinery far better than what they currently are by:

Working out the best machine to do the job at the lowest cost, least downtime with
best results.

Decide on the maximum hectares or tonnes it can manage in a season.

Contact neighbours or other farmers in different climatic regions to work out a suitable

working arrangement to suit al parties.

Formalise the arrangement with a complex document.
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Business Joint Ventures

The example | will use is from England where three farmers with smal properties set up a Pty
Ltd company (Farmeco). They sold dl their own equipment then the newly formed company:
Purchased machinery to handle 2000 acres.
Was respongble for machinery and labour.
Charged each farmer afee per hectare to manage the crop stubble to stubble.
A young and keen manager was put in charge resulting in not only scae advantages
but also management gains.
Grew to now manage in varying forms 6000 acres.
Lowered the cost per hectare consderably for each farmer.

Enabled two of the farmers to pursue other business activities.

This has been a condderable success but some big issues with this concept arise. Without the
pooling of grans inefficencies in marketing occur and issues may rise in the future such as
whose crop is seeded fird. There is a high level of trust between the three farmers but this to
me was a high risk for the company’ s future.

A better example in Eag Germany is (Agrar Services) which is amilar but they had a high
levdl of documentation to maintain harmony. One example is members have liged farms in
the area that members can bid for if they wish to buy extra land. It is under dust at the bottom
of afiling cabinet but they al know its there, which maintains trust.

Other advantages of Agrar Services to the farm businesses involved were:
Four of the five farmers were involved, pooling and utilisng different ills.
Grain was pooled for marketing.
Four of the five famyards were rented for storage with one converted into large

workshops and grain storage.

Business joint ventures don't need to be too complicated to succeed. Two farmers in England
leese land without increesing their own meachinery base, as any time one of the farmers
machines is available they do the operation and charge the lease.

The find example of farmers working together was a Hutterite Colony in Canada, which due
to reigious background operate as a collective farm. The reason | mentioned this is they are
prospering while other farms druggle due the diversty in their operations with synergigtic

effects and to alesser extent — gainsin efficencies
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Equity Group
When a group of farmers input capitd or skills for the purpose of off farm investing, | term

this an equity group.

Off fam investments can be enhanced by incressng the dze of capitd to access higher
returning dtuations. A diversty of skills and knowledge is often an advantage. Off farm
invesment is an important part in spreading the risk of a fam busness and the future farm
will have farming as only a percentage of their portfolio.

In New Zedand three farmers purchased land to establish a dairy. They then got a young
farmer to buy the cows to run in the dary. In a clever equity arrangement the young farmer
had equity growth potentiad while the three farmers with combined management skills were
able to get agood return on their investment.

Comments on Joint Ventures

The luxury of excessive equipment will diminish, as profits from faming get harder to
extract. Also a levd of fam scde will be required to stay profitable and if this cannot be
achieved by expanson then business arangements will as3gt in long-term sudtainability of

the farm business. Working together in business arrangements will:
Achieve scae
Lower cost of production.
Give access to expensive equi pment.
Provide opportunity for youth.
As3g in expangon.
The key to successful joint venture arrangements is having a business focus with a high

levd of documentation.

A factor that will assgt in the increased adoption of joint venture arrangements is when

farmers separate farm ownership from farming.
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Agriculture Watchdogs.

| have used this term to describe any farmer group that can identify any excessve profits or
inefficiencies in ther supply chain. Also to watch political trends and decisons tha will
impact on the farms profitability. They are membership based and don’'t own any assets of

note.

Input Groups

Fam input prices ae what the market will bear and if there is no rea competition unfar
profits can be made at the expense of farmers. The North American Farmers is a group that
was formed five years ago and now has 6000 members. This was achieved by commission
sdes but the philosophy has appealed to growers. The purpose of the group is to monitor
input prices, recognise inputs that are fair and advise growers when they are unfar. They will
dso atempt to remedy a dtudtion by organisng competition in the maket place. The
membership is $350 Ca and this goes to adminigration with no accumulation of assets The
idea of membership rather than volume is to keep the organisation focused on being a
watchdog and not to fdl in the trgp of a money-making enterprise. Some points about NMFG

el

A lig of suppliers with discounts to members is produced but is reviewed annudly on

their performance.

A phone service advisng growersif the price they receive isfair.
Cash up front for any bulk purchases that goesinto atrust fund.
Group is apaliticd

Man inputs like fertiliser, fud, farm machinery, glyphosate and Iubricants are
targeted.

It has been difficult for the group to sart with the philosophy getting them to the point where
they are today but fed they are dtarting to make an impact now. Dedling with big companies
that don’t wish to give up on the large profitsis chalenging.
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Farm Lobby Groups

There are two types with one being an overdl voice on al topics and the other being
enterprise specific. The enterprise groups are more effective as they are focused and quicker

to react to issues but require the larger group’s network and resources for assistance.

Lobby groups have a higory that has shaped their structure and culture and this may not suit
the farmer of the future. The Lobby Group of the future needs to:

Educate growers on the industries situation in the world market place.
Actively enter into any political debate that will affect the farmer’ s profitability.
Act as awatchdog identifying fat or inefficiencies.

A good example of a lobby group was the Danish Pig Producers which was formed to
represent the pig producer that derives their income from pigs only. It now has 1500
members that produce two thirds of Danish pork production. It is efficient in its use of
resources with a staff of four and renting office space. They fdt their smdl staff was good as
it only concentrated on the mgor issues that effected farmer’s profitability and they were
quick to react. A story | was told was the threat of wild German boars coming into Denmark.
The DPP were able to organise industry funds to pay professona shooters on the same day
that they were sighted over the natural water barrier.

My vidt to a mink farm in the Netherlands was the mogt startling example of the importance
a lobby group can have with over population and a strong anima rights influence wanting the
demise of theindudtry in that country.

Comments on Watch Dog Organisations

To cater for the future farm, these organisations will need to understand the naturd market
forces that are occurring, as to fight these is only delaying the inevitable. So education is the
most important role to play as a good famer can handle mogt Stuations with the right
information. The North American Farmers concept is very exciting as the mode | beieve
offers read vaue to farmers. It alows natural business to occur but with good transparency so
no excessve profits can be made. This modd can include the sourcing of information that can

ass < the farmer to make better business decisions.
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| have become a lot more respectful of farm lobby groups in my travels as they have a red
role in fighting costly and redrictive legidation. It is my view now that it is important for dl

farmers to be members
So the network that takes time to set up can be maintained.
Provides credibility when complaining.

Enables the farmer to actively improve their group

Farmer Cooperatives

Traditiondly farmer cooperatives have played an important role in agriculture. They have
achieved success where individud farmers were unable. They mainly have associated with the

parts of the sector near to the farmer but some have progressed right through the supply chain.

Input Cooperative

| spoke to the CEO of an extremely successful buying group, Woldmarsh - England. Some 40
years ago a group of farmers discovered they were spending far too much time searching for
goods and services necessary for there farming operations (sound familiar). Also because each
farmer was purchasng smdl quantities there were no discounts being applied and there was

adso alot of fat in the supply of these goods and services. Because of thisthey decided to:
Egtablish a purchasing co-operative.
Recruit abuying specidist to consolidate the individuas purchasing needs.
To source widespread goods and services.
Negotiate substantial discounts for bulk purchases.

Smplify invoicing and to dlow the farmer member to focus on farming activities.

Today the Woldmarsh Producers Ltd remains privately owned by its farmer members,
employs a specidist buying team and has an annud turnover of over 37M pound. It continues
to grow showing it is dill providing benefits to its 580 members.
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To become a member you join one of the 19 regiona groups, you pay a one off subscription
charge and thereafter pay a diding charge based upon their purchasing. This is capped to
encourage the very large producers or corporate farms. Each regiona group meets bi-annudly
to elect a director to represent the group on the Company’s board. The regiona group is aso
used for networking, the exchange of ideas and a forum to mantan a locd focus for the
individud members. Interestingly these groups are dso used to manage the group’s risk of
bad debts. Normaly a buying group would need to have a reserve account to offset the chance
of bad debt but each regiona group is obliged to cover a certain % of the debt. The down side
to this idea is large corporations aren't so welcome as regiona groups aren't so keen to cover
the risk. Other measures like basic finance checks and direct debiting means bad debts aren’t

aproblem.

Apart from the obvious advantage of bulk buying power it is the saving of time that is the red
winner. An example is Woldmarsh handles mobile phone accounts as they redise the farmer
hates dtting on a phone being put on hold for 20 minutes. It is a pain to them and not a good
return for their time invested but it is a vauable sarvice to ther members. Other ways

Woldmarsh savestimeis

Smplified adminidration

One telephone cdl for dl your requirements knowing they will be the best deds in the

digtrict.

Avoids wadting time talking to supplier representatives.

Information and education on products come from one source.
Woldmarsh doesn't have any assets other than an adminigration building so gill relies on
merchants to deliver the product so famers can nominate whom they wish to ded with.
Although they have indicated they would like to reduce this to sdected outlets in the future.
They accept 3-4% ddivery charge. These merchants invoice Woldmarsh who then collect al

invoices and put them on one accounnt.

Woldmarsh do extensve surveys and dong with historica data enable them to not have to
hold stock but be confident in brokering dedls. Their ill isther database.

We spoke about the internet for the future but due to lack of farm broadband access, and the
sheer fact tha is esser to ring from the header and order dl your requirements in one

phonecal means that this will unlikely replace Woldmardh's current system.
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An interesting comment was the CEO fdt there is more opportunity to make money on the
input dde rather than output as there is dways a larger vaiation in the price of a drum of
chemica than a tonne of wheat. Also merchants may druggle to make much money from
sling chemicals but it is not because they are sdling it too chegply but rather have too many
unnecessary overheads.

This form of cooperative is very good a supplying produce a reasonable prices to its

members asit:
Enforces trangparency in the supply chain.
Is a strong enough group that is able to negotiate cost price from suppliers.
Reduces farmer time.

Has no assets or other activities.

Output Cooperatives

There are many examples of very successful farmer cooperatives. The example | will use is
the Saskatchewin Wheat Pool, which is a cooperative that was formed back in the 1930's to
primaily handle the collection of grain. It grew to be a huge cooperative that hed
consgderable loyaty from the farmers and developed into a company that had diverse
interests. It soon became apparent that SWP was not providing the chegpest inland grain
storage and defection led to the company to near bankruptcy.

Thisexample | have used to highlight a number of issues:

SWP was formed because the new individua farmers could not transport grain to the
coast by themsdlf.

It became very successful providing the right service to its members and cresting
loyalty.

As time went by famers los touch with the industry due to the comfort SWP
provided and became gpathetic with management.

Poor management and higher charges caused defection from SWP.
Thisis agood demongration of the cyclica nature of cooperatives.
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The lessonsto be learnt is that a successful cooperative must
Be wd| managed.

Continually keep the farmers informed of the business and the environment that it is
operating in.

Remind members of how it would be without the coop.
Encourage active participation by al members.

Educate the board and potential board members.

Comments on Co-operatives.

Traditiona cooperatives are returning less to farmer profitability as free trade and
trangparency has lessened the opportunity. Also investing time and energy as famers in the
supply chain isn't dways a recipe for success. In saying this with the ever-changing dimate
of agriculture cooperation in the supply chain will dways be important if it:

Provides alink to the consumer.

Results in a high enough percentage of the market to influence prices.
Bridges a sumbling block for any vaue adding opportunity.

Héelps guarantee supply and qudlity.

Competes with monopoly or high profit taking sections of the supply chain.
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Conclusion

Modern agriculture is in a constant process of trandformation and continuous change. Farmers
need to learn how to farm in new economic and scientific conditions. Therefore it is important
to recognise what farming will be in the future and change accordingly to minimise the bed
and devel op the good.

A few famers will be early adopters and individua entrepreneurs but most farmers will do
better by working with others in business to better their pogtion in the future.

Ways that farmers can work together have been outlined and | will now attempt to rank the
importance of each way. This is difficult as dl are important under different circumstances
but it will highlight my conclusion.

1. Nothing is more profitable than good management. This is the area that | bdieve is the
most profitable way a farmer can work with other farmers. Discusson groups and
benchmarking are good examples of this Without comparing or criticdly andysing
your business with other farmers ddivering to the same market, and understanding
your performance, industry direction and world trends, your business is in danger of
logng its profitability regardiess of how efficent you think you are. As outlined, the
key message of my report is:

The value of benchmarking combined with a wdl-structured discussion group is a

power ful tool for improving farm profitability.

2. The long-term future of your industry in your specific region is dependent on the
continua improvement in management, agronomics, inputs and adoption of new
technology. This is best done by the use of commodity levies and famer R & D
groups. This has become very important as agriculture is being forced to mature as an
industry with government decreasing its support.

3. The need to work together to drive down the cost of production is important if you
don't have optima scade in your business. This is the area tha has the greatest
potentid as farmers have a culture that currently does not exploit this form of working
together.
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4. Fames ae continudly being squeezed on its profits by being supplied retall and
delivering a product at cost price. Farmers need to unite to identify any unfair codts or
inefficiencies before they can form a cooperative to combat the Stuation. The same
agoplies to palitics, identifying and underdanding unfar and codly legidation is

important to dlow farmers to pursue farming in afair environment.

5. Cooperation in a mature industry 4ill is and will continue to be important but the
energy and time involved is not going to have as a dramétic affect on your business as
the other points.

My key learnings have been:

Farmers will have the biggest impact on profitability by working together in the area
of management.

There are new ways emerging that farmers can work together that will cater for a
farmer of the future.

The need to work together is increasingly important for a profitable and sustainable

business.

By working with others, farmers will have accurate and detailed figures of their operation that
can be compared againgt others, discuss these in a forma procedure to continudly improve
ther profitability whils a the same time usng the group to asss in trouble shooting and
grategic planning. They will be activdly involved in R & D on their fam and will employ the
latest technology that will be utilised to its maximum capacity to drive down cods and
produce a qudlity that the consumer wants. All this will be done in the comfort that they know
ther indugtry is not being atificidly propped up, has a leen supply chan and no future
legidation will stop their enterprise from returning a satisfactory return on asst.

In concluson “a farmer in the new agriculture will be a networked farmer, interdependent and
entrepreneurid, with a high capacity to mantan mutudly benefica reationships with other

farmers and with associations, co-ops, and companies’.
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Recommendations

My recommendations are directed towards the grains industry and are based on my own

farming experience:

There needs to be a lot more education on the benefits of the discusson group model
and joint venture arrangements between farmers. These two areas have the potentid to
have a large impact on farm profitability, as they aen't being utilised enough,
paticularly in WA grainsindudry.

There is a lack of solid, transparent international comparisons avallable to give clear
ggnas on our peformance and datus in the world grain trade. Investment into a
continuing dructure that can achieve this is needed by the industry to provide a
continua supply of trangparent, independent and factua information.

Farm lobby groups are a continud source of criticism for the job they do and the
dructure that exigs. Due to my Nuffidd | have done a complete back flip on my
views and believe every industry needs a voice to represent it politicaly and to raise
issues that could threaten its existence. So | recommend al farmers need to be a
member of ether a commodity or generad group, and be actively involved to make it

well managed and focused on the real issues.

The growth of famer driven R & D groups is only going to grow in importance
providing a network for farmers, researchers, consultants and government officids.

The industry needs to support and renumerate the volunteer time required.

The find recommendation is the current sysem of the single desk being administered
by the AWB makes very good theoreticd sense. Looking at it in a way that it is
farmers working together with capita interest to provide a direct market contact
guaranteeing continual supply of the required qudity for that market. This is a more
long-term outlook than whether we can achieve a better price today.
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