»‘!hlif.':“r'a".i'.lﬁéa

o=

AGRICULTURE RESEARCH GROUP ON SUSTAINABILITY

Research Report: Number 11/01 ISSN 1177-7796 (Print)
ISSN 1177-8512 (Online)

Recalling management changes in the New Zealand sheep/beef
and wool sectors as response to external and internal drivers:

Preliminary analysis of ARGOS retrospective interviews

Sanne van den Dungenl,

Chris Rosin®, Lesley Hunt?

June, 2011

UNIVERSITY

/-’ OTAGO
The

AgriBusiness & Lincoln

zzzzzzzz

\ Group.. \ 4 Univer:sm Ity

Te Whare Wanaka o A




1. The University of Otago
PO Box 56
Dunedin

Wwww.argos.org.nz

2. Lincoln University
PO Box 84
Lincoln, Canterbury

www.argos.org.nz

3. The AgriBusinessGroup
PO Box 4354

Christchurch
WWW.argos.org.nz




Table of Contents

Introduction: Background, Objectives and OULIINE ...........oeeiviiieieeee e 1
1.1 2% Yol €= o YU T o ISR SRRt 1
1.2 Research aim and 0DJECLIVES ...ueiiii it e e e e e e s e e e e e e e anens 1
1.3 [NCEA A olo T Tol=T o} £ U LY=o OSSR 2
14 (@101 d [T g TN o] B =Y o T o AR SRR 3

Chapter 2: V=1 Vo T USSP 4
2.1 Structuring of the tIMEINE .....cco e e e re e e 4
2.2 INEEIVIBW .ttt s et e st e e s e e s sre e e e s amre e e e sanreeeesneneenans 4
2.3 (0o o |1 =SSR 4
2.4 F N LYY LR 5

Chapter 3: RESUILS .ttt e et e e e et e e e e ate e e e et bte e e e ebaee e e abaeeeenaeeeeanraeeeennres 6
3.1 HISTOIIC NAITatiVe ....cciiiiiiiiiiiii e e 6
3.2 General opinions, response and attitudes towards drivers of change........cccccccceeevennineene.. 18

3.2.1 General responses to environmental drivVers .........ccccviieeee e 18
3.2.2 General response t0 @CONOMIC AIVEIS ......uuiiiecieeeiciiee ettt e e e e e 19
3.2.3 General response to personal and household drivers.........cccccoeeeecieiiiccee e 20
3.24 General response to societal drivers and advice ........ccoeevveeivciiie e 20
3.2.5 Personal opinion on risk and iNNOVAtion ...........cccvveviei i, 21

Chapter 4: DT Yol 11 o 1RSSR 23
4.1 Drivers for change and reSPONSES.........uuieiieiii ittt eecerrre e e e e e e es e e e snbraaeeaeeeennnnns 23
4.2 [ TY=F: [ ol o Jo [Ty F=d o TP R 25

4.2.2 Justification of the use of the timeline ... 25

Chapter 5: Conclusion and Follow Up RESEAICH ......ccuuviiiiiiee e e 26
5.1 CONCIUSION ..ttt sttt e b e e st e s bt e e be e e s ae e e e saseesateesabeeeaneeesareesareeaas 26
5.2 FOHOW UP FESEAICN..ceeeieeceeee e e e e e e e e e st e e e ae e e e e e e e anateeeeeeeesennnens 26

RETEIENCES ...ttt ettt et e st e bt e e bt e e s ate e s e be e e s nee e s be e s be e e neeesnseesabeeenneeesnneas 27

F AN oY o 1= oo L' R T 411 Vo T TP 29

Appendix II: (@ LU T} TP 30



Introduction: Background, Objectives and Outline

1.1 Background

The overall aim of the Agriculture Research Group on Sustainability (ARGOS) is to investigate and
compare the environmental, social and economic effects of different farming systems (Organic,
Integrated and Conventional) in the sheep/beef, kiwifruit and dairy sectors. Thirty-six farms from the
sheep/beef sector (12 in each panel—organic, integrated and conventional), 36 orchards from the
kiwifruit sector (12 in each panel—KiwiGreen Hayward, KiwiGreen Hort 16A and Organic Hayward)
and 24 farms from the dairy sector (12 in each panel—conventional and organic) have been selected
for study. The panels appeared to be generally typical of their sectors in terms of characteristics such
as size, level of production, etc. ARGOS was established in October 2003 and is now in the second
stage of the project (ARGOS2) that is intended as a longitudinal panel study.

1.2 Research aim and objectives

The first six year research period (ARGOS1) identified a range of factors that can impact on the
sustainability of farming systems, largely focusing on the contemporary farm conditions. Research
during the period identified distinct responses to different types of pressures and shocks (what, in
this report, we refer to as drivers of change): economic, social and environmental. The associated
impacts of these drivers varied between sectors, farm systems and farm type. Results and findings
from ARGOS1 were presented to relevant stakeholders in each sector, who advocated for a closer
investigation of the impact of key shocks and pressures in future research plans. To facilitate
planning and more effective response to future shocks, ARGOS2 aims to provide an understanding of
the impacts of different types of driver on farming systems. Moreover it seeks to clarify the types of
responses and the extent to which these are explained by the farm sector, regions and other
segmentations identified in ARGOS research to date. This report aims to provide a first step, using
semi-structured retrospective interviews from ARGOS2, toward understanding the different drivers
of change and their impact on farm management decisions.

This report presents a descriptive driver-and-response-based perspective at the family farm level. It
focuses on the impacts of and the response to external and internal stress factors over the last 40
years, drawing on interviews with farming families participating in ARGOS. A historic narrative
framework of a timeline (collaboratively designed by ARGOS researchers) was used to provide an
overview of farmers’ response and the context in which this should be seen.

The overall goal of this report was to explore key drivers of change in farm management among
sheep/beef farmers identified in their response to specified events (economic, climatic, etc.). This
was done following the main objectives listed below:

- To indentify key drivers of change mentioned by farmers over a time period between
1970 and 2010

- To identify farm management adjustments in response to identified key drivers over the
same time period

- To present an overview of drivers and response useful for further, more comprehensive
analysis of the interviews



1.3 Key concepts used
The driver-and-response perspective used in this report is further highlighted briefly in this
subsection.

Drivers of change in the context of agriculture can be defined as ‘any natural- or human-induced
factor that directly or indirectly brings about change in an agricultural production system’ (Hazell
and Wood 2008). Examples of drivers to be considered include environmental change, policy
changes, economic and social changes. Four scales of drivers can be identified to understand the
forces driving change in farming systems and famers’ response: global, national, regional and local
(Table 1). Where global drivers can influence a large group of farmers, local drivers will only affect a
smaller group of farmers living in a same geographical area.

Table 1. Overview of different scales of drivers (afteradd and Wood, 2008)

Scale of Description
driver
Global Affecting all agriculture around the worltb (varying degrees) including trade

expansion, climate change and agricultural supportthe organization for
Economic Co-Operation Development (OECD) and theldVérade Organisation
(WTO).

Country Affecting all agriculture within a countrthrough governmental policies and
regulations (such as the removal of SMPs).

Regional Affecting agriculture within a specificgien through local governments such as
the Resource Management Act (1991).

Local Specific to each local geographical area. @imate and soil fertility), agricultural
production system and community characteristics.

The nature of reaction or response to a driver can be categorised on the basis of both the extent to
which it involves an alteration of existing practice and the robustness and stability of the resulting
set of practices. For example, adjustment can be defined as a means to reallocate resources in
adaptation to change; it is a response to any type of change induced by a driver. The term adaptation
has its origin in the natural sciences and particularly in the discipline of evolutionary biology where it
was used to indicate the successful response of a species to its environmental context (Smit and
Wandel 2006). Adaptation therefore generally involves a more passive response, rather than an
attempt to change the impact or intensity of the driver. Perseverance, on the other hand, is distinct
from adjustment, referring to a steady and continued action or belief in the face of a driver of
change, usually over a long period and maintained despite difficulties or setbacks. Based on the
timing of the response relative to the stimulus or the driver of change, adaptations can be grouped
as either reactive (after), concurrent (during) or pro-active (anticipatory). Response has also been
differentiated according to its temporal scope, adaptations being tactical (short-term) or strategic
(long-term) (Smit, McNabb, and Smithers 1996). A further characteristic of response involves its
relative resilience which Holling (2001) describes as a system’s capacity to absorb and utilize change:
it is the adaptive capacity that can be used as a measure of its vulnerability to unexpected and
unpredictable shocks.

Despite utilising a driver-response framework in the analysis, it is not our intent to establish a direct
and unilinear relationship between a given driver of change and the response of farming families. As
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stated by Hopkins et al. (2004), the farm household structure is a complex system of inter-
relationships between and amongst a variety of endogenous and exogenous variables. As a result,
any given driver may elicit very different response trajectories as a result of unique context of
decision-making found in a particular farming family. To gain insight to this nonlinear relationship, it
is necessary to point out the key drivers affecting agriculture, how they are perceived by farmers and
how those perceptions are translated into agricultural or household decisions.

1.4 Outline of report

Chapter 2 briefly outlines the research design and its considerations. Chapter 3 is divided in two
parts: the first part presents a narrative following a timeline of important events (some of which are
referred to as shocks) experienced by the sheep/beef sector from 1970 till present. The second part
provides an overview of participants’ opinions, response and attitudes towards drivers of change not
associated with a specific event. Chapter 4 presents an overview of this report’s results and
summarises general points of discussion. Chapter 5 offers conclusions and discusses suggestions for
subsequent analysis and research in light of both the data from the retrospective interviews and the
limitations of that data.



Chapter 2: Methods

2.1  Structuring of the timeline

The initial step in preparing for the interviews with ARGOS participants involved the construction of
a timeline to help structure discussions. ARGOS research team members collaboratively designed
the timeline, identifying important events, shocks and stresses in the sheep, beef and wool sectors
from 1970-2010. These were specifically chosen events, such as drought, change in legislation and
input price crisis, thought likely to have provoked a response from farmers. After listing the events
according to the year in which they occurred, we characterized specific time-intervals (e.g. 1976-
1980) in respect to the most important driver occurring in that period such as environmental,
economic or political (see Appendix I). The selected periods and their most important driver were
used in the coding (see Chapter 2.3) and formed the outline for the historic narrative in Chapter 3.1.

2.2 Interview

Qualitative data was collected using face-to-face interaction in the form of interviews which allowed
the participants greater freedom to express themselves and articulate important drivers and
responses. A semi-structured interview was set up with the goal of investigating the social
dimensions of past and present shocks experienced by ARGOS farmers. To accomplish this, the
timeline prepared by the research team was used to guide the interview, with farmers asked to
recall the occurrence of the listed events and the effect each had on their farming system (Appendix
[). From March to June 2010, two ARGOS researchers carried out 27 interviews of individuals,
couples or families participating in the ARGOS program. The interviews had an average duration of
between 60 to 90 minutes. Interviews were recorded and transcribed to allow for further analysis
and coding.

The value of semi-structured interviews was established in previous ARGOS research, where they
provided the opportunity for researchers to pursue particular topics in more depth (Rosin et al.
2007). An example as such is given below:

A: So, thinking about the time line? Where do you remember? You won’t go back to carless
days?
This approach plays an important part in the researchers’ understanding of the complexity and
nuances of the decision-making process and the resulting actions pursued by the participants. This
method also enabled the research team to identified key issues that had not been anticipated in the
construction of the timeline. Farmers were invited to add events to the list if, in their opinion, the
timeline seemed to be incomplete.

2.3 Coding

Coding was conducted with NVivo software, specifically designed for qualitative data. It allows for
the collection of changing and growing records, built up from observations, interviews and
document analysis (Richards 1999). More specifically, NVivo allowed for the coding of selections of
text considered important in a careful reading of the interviews. Subsequently, these selections of
text were grouped according to themes called nodes. These nodes could then be organized into
hierarchical ‘trees’ and linked to memos carrying further explanation or researchers’ comments and
reflections. The timeline used in the interviews provided an important structure for coding and was
developed as a tree node prior to the rest of the coding.



The remaining nodes were developed during the process of coding as themes, associated with
drivers of change and farmers’ response to these drivers, emerged in the interviews. Drivers were
grouped in subcategories with the same characteristics forming the five main drivers on which this
report focuses: economic, governmental, environmental, household and personal and societal (Table
2).

Table 2. Grouping of different drivers and examples

Driver Examples

Economic Price fluctuations, access to capitaltsieabhd mortgages

Government  Policies and regulations
Environment Droughts, Snow, Excessive rainfall, Access to wakessts and diseases

Household Succession, personal vision and orientation, faype dife cycle
and personal

Society “Dirty dairying” Media, Public opinion, N&brk (Advice from others)

2.4 Analysis

After completing the coding, NVivo enables the researcher to develop an overview of all the
references coded under a specific node. With the use of a matrix tool, a table based on search
criteria was made with time period nodes as rows and coded response as columns. In addition, the
matrix tool enables the researcher to quantify responses. The word searching query was used to
double-check the accuracy of coding for important nodes.

For this report, the analysis was limited to the descriptive presentation of the combined response in
the interviews. Existing literature was consulted to produce a historic narrative to form a context for
farmer’s responses to drivers of change. Any attempt at explanation of the variation in response
awaits further analysis and grouping of response trajectories.



Chapter 3: Results

3.1 Historic narrative

This chapter uses a historic narrative derived from literature to establish the context within which
farmers’ responses to drivers (as expressed in the retrospective interviews) developed. Each
subchapter represents a pre-defined period following the timeline used in the interview (Appendix
I). Farmers’ responses to specific drivers per given period are listed in a table and cover the driver,
the year of occurrence and farmer’s response together with the number of farmers with the same
response divided by management system: Organic (O), Integrated (I) and Conventional (C). In
addition, an attempt has been made to express the impact—as perceived by the farmer—of a
specific driver on the farming system, assigning minimal effect (0), medium effect (x) and strong
effect (xx) to the driver listed. The superscript numbers in the remainder of the report refer to
relevant quotes that can be found in Appendix II.

Because the participating farmers started farming at different times throughout the period on which
this report focuses, there are a low number of farmers’ responses at earlier periods in time. Many of
the farmers started farming or gained ownership of their farm in the early 1980s (Table 3).

Table 3. Date at which interviewed farmers claimed to hassumed decision-making role for farm grouped by
period of time in total (T) and divided per farmssym: Organic (O), Intergrated (I) and Conventid@l

Time period
pre- '70- '73- '76- '81- ’'85- '88- '90- '93- '95- '97- '02- '05- '09-
'70s 72 75 '80 '84 87 '89 92 94 96 01 04 '08 '10

0] 1 2 1 2 1 1 1
I 1 2 3 1 1 1
C 1 1 2 2 1 2

Prior to the 1970s

Most farmers interviewed did not recall events prior to 1970 as they were still too young or
overseas. No farmers started farming in this period. Only one event, that of a big wind in 1967, was
recalled by a farmer. A few referred to their parents’ farming experience, the family farm and the
condition of the property, remembering their parents’ efforts to clear shrub, to initiate subdivision
and burning of pastures to develop the farm® 2

Historical context

From the 1920s an early phase of farm intensification in New Zealand was facilitated by the
application of new soil science, synthetic fertilizers and improvements in plant and animal breeding.
As stated by Molloy (1980), the area of sown pasture remained fairly stable between 1920 and 1970
but the number of stock units increased by 150%. Over this period of early intensification, oriented
to service the United Kingdom (UK) meat market, national meat and dairy production doubled and
wool supply tripled (Langer 1990; PCE 2004). New Zealand (NZ) was given preferential access
agreements (e.g. the Ottawa Agreement in 1933) followed by bulk purchase agreements where the
UK agreed to take all NZ agricultural exports during and immediately after the Second World War
(WWII). This led to 90% of exports from NZ going to the UK (PCE 2004). After WWII preferential



access was maintained during the late 1950s and 1960s despite threats of other competitors on the
market. However, already during the 1960s, it became clear that NZ trade would be seriously
affected by the UK’s plans to enter the European Community (EC). Foreseeing a drop in export
demand, NZ started to diversify agricultural production (PCE 2004).

Farmers’ response
The influence of higher farm revenues from wool in this period are illustrated by the farmer below as
he recalls his father farming in a time when it was much more lucrative than at present.

But you know, to comprehend that how much money [farmers were making] in the ‘50s you: this
place ran 800 ewes and the wool cheque off 800 ewes built this house and this is a big house, so
yeah that’s the sort of money that came in those days. Organic

1971-1972

The most important driver identified by the ARGOS team as likely to have provoked a response in
farm adjustments from farmers for this period was the drought of 1971. However, this event was
only recalled by one farmer’. Because only two farmers had started farming between 1971 and
1972, the occurrence of this drought was not pursued by the interviewers in great detail. Any
discussion reflected their recall of parents’ responses rather than their own adaptations.

Year Event/Driver Effect Response farmer 0 I C

Tota

1971 Drought X Feed investments (on farm) 0 1 0

Historical context

Low farmgate prices in the mid-1970s led to a dramatic increase in agricultural sector support by the
NZ Government. Governmental stock support schemes paid farmers to overcome low prices for
sheep products.

Farmers’ response
The farmer who recalled the drought of 1971 had been able to draw upon prior feed investments as

a response to it. Two farmers pointed out that they had started in 1970 and 1971, a time much
different compared to now in economic stability, farm size and workload. One farmer recalled the
Government stock incentive schemes that paid farmers for every sheep on the farm; one farmer
indicated that this subsidy had provided farmers with a good idea of where they were going
financially*. Another farmer referred to the difference in workload and farm size compared to now.

It was—at that stage, when | took it over—it was a lot smaller than now. And I'm talking in acres.
There was 413 acres on the property at that stage. And so, yeah, the workload was nothing like it
is now. The stock levels were, of course, much lower. That's probably the main differences.
Integrated

1973-1975

Economic drivers were thought to be key in the period between 1973-1975, but farmers did not
specifically recall the oil crisis and dip in wool prices of 1973. Only the environmental stress, the
“Great wind of Canterbury” was recalled by four farmers, three of whom had farm ownership at the
time of the event and one farmer remembered his father’s practices. Two farms within the same
cluster were affected by the strong wind (Ashburton) while the other two differed spatially
(Amberley and Leeston).



Event/Driver Effect Response farmer (0] I C Total

1975 Wind X Repairing fences 0 1 0 1
XX Replaced fences 0 1 1 2
0 Not so much damage 0 1 0 1

Historical context

The UK entered the European Union in 1973 which caused the proportion of total New Zealand

exports to the UK to drop from 90% after WWII to under 40%. This change in the export market

coincided with the first oil crisis since the 1870s. To compensate for the loss in markets, the

Government of NZ sought a special arrangement with the European Commission to allow

preferential access into Britain at negotiated prices for NZ exports of butter, cheese and sheep meat

(Protocol 18).

Farmers’ response

Farmers only recalled the effect of the storm on their farms. Fences and shelterbelts were damaged

and had to be repaired or replaced. One farmer saw the opportunity to make new posts out of the

blown over pine plantations. He hired a worker and paid per post®. Another farmer emphasized

repairs rather than replacements as a response to the storm®.

1976-1980

Key drivers for change between 1976 and 1980 were presumed to be economic; this corresponded

with the farmers’ responses. Although seven farmers achieved farm ownership during this time, only

two recalled the effects of the oil crisis on their farm management (Organic and Conventional). Few

farmers recognised this period as one of change on their farms despite the oil crisis of 1979.

Year Event/Driver Effect Response farmer 0] I C Tota

1979 Oil crisis 0 Not so important, no effect 1 0 0

X Absorb and carry on 0 0 1

Historical context

A second oil crisis occurred in 1979 and the policy response included carless days introduced by the
Muldoon Government. This policy was an unsuccessful attempt to reduce demand for fuel by
prohibiting use of each licensed car for one day per week (Vowles 1995). To balance the effect of
increased oil costs, the Government began to borrow money overseas causing inflation to rise.

Farmers’ response

The impact of the oil crisis and carless days was not profound: one farmer recalled just having
changed the car day’ and absorbing the costs. Others explained that the crisis just did not affect
them much in general®. Four farmers started farming between 1976 and 1980, one of them
remembered having problems with borrowing money at that time, because of the high interest
levels, but through persistence and a strong drive to develop the farm they managed to obtain a
loan’.

1981-1984

Environmental events were considered the most important drivers of change for the period between
1981 and 1984. The drought of 1982 was mentioned by two farmers within the same cluster
(Ashburton). However, development loans were also identified by farmers as important economic
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drivers in this timeframe. Development loans were mentioned by two farmers who had recently
started farming.

Year Event/Driver Effect Response farmer 0] I C Tota
1982 Drought X Involved in irrigation 0 0 1 1

XX Father installed irrigation 0 1 0 1
1981 Development loans XX High investments 0 1 0 1
1982 Development loans XX New grassing, fencing#dilfzer 1 0 0

Historical context

Supplementary Minimum Payments (SMPs) were first introduced as a form of deficiency payment by
the Government. The SMPs were followed by other measures to support farm productivity such as
incentives for land development, concessionary livestock valuation schemes, preferential credit for
farm purchase, tax concessions and fertilizer subsidies. Land Development Encouragement Loans
were set up by the Muldoon Government to encourage further development of land for pastoral use
(MAF 1999).

Farmers’ response

Land prices peaked and hindered farmers from starting to farm; even so, six interviewed farmers
started farming between 1981 and 1984. One farmer recalls his unfortunate timing when purchasing
extra land.

B: .... which of course the ‘80s being the ‘80s, wasn’t a good time to be buying land, high interest
and low commodity prices. Conventional

Two farmers specifically mentioned the Land Development Encouragement Loans that provided an

b Both farmers

incentive to make major investments in fencing and clearing of native scru
recalled the period as a concentrated development phase: ‘the stock numbers went up, the number
of paddocks went up, there was new grassing, new fencing, fertilizer went on’. The droughts of 1982
encouraged two farmers to explore options to drought-proof their farms by gaining knowledge

about irrigation via the employer and another by investing in irrigation™.

1985-1987
Year Event/Driver Effect Response farmer 0] I C Tota
1984 SMP removal X “Dig in toes and do better” 3 72 12
XX Diversification 3 1 1 5
X Off farm work 0 2 2 4
X Financial support (government 1 1 1 3
XX Investments 1 1 0 2
X Selling assets 1 0 1 2
XX Financial restructuring 0 1 1 2
X De-stock 0 0 1 1

By 1985 when the key economic driver—the removal of SMPs —occurred, 13 of the farmers owned
their farms. The most frequently reported response to the economic restructuring was one of
perseverance: reducing costs and trying to hold through, while searching for extra sources of income
such as off-farm work and financial support. In addition, a more strategic approach of diversification
was sought with the objective of extra income and spreading risks. The upheaval caused by the
removal of SMPs was considered to have both positive (incentive for production) as well as negative



(stress and disillusion) implications for the viability of the sector. Four farmers started farming in this
period. Almost all farmers from the interview recalled the removal of the SMPs either during
ownership or from their parents’ experiences.

Historical context

The introduction of SMPs had radically increased governmental expenditures on agricultural
support. Some criticised these subsidies, claiming that they severed the connection between
traditional farming systems and the changing market conditions (PCE 2004). According to the new
Labour Government of 1984, market conditions provided signals for more efficient outcomes for the
economy which implied a vastly reduced role of the Government. This neo-liberal policy orientation
and a looming financial crisis formed the incentive to rapidly dismantle centralized schemes of
support which left farmers more exposed to market prices. In a short period of time, NZ removed all
financial controls, floated its exchange rate, undertook major privatization of state enterprises,
relaxed labour market controls and removed most import tariffs and regulations (Johnsen 2003).
Around 30 different production subsidies and export incentives were abolished in the 1984 budget,
including those for fertilizer and its transportation and for the eradication of noxious weeds. Other
subsidies, for example for irrigation and water, were significantly lowered. In 12 months, more than
25% of farm subsidies, were removed from sheep meat (Smith and Montgomery 2003). From 1985
the Labour Government moved to adopt a “user pays” concept with the intention to make
governmental operations more accountable, efficient and contestable. Prices of inputs rose further
from 1987 as a result of exchange rate-induced increases (associated with the stock market crash)
and taxes on these products (PCE 2004). High interest rates in 1987 aggravated debt problems of
many farmers while land prices collapsed by 50% to 70% (Smith and Montgomery 2003).

Farmers’ response
The most frequent response to the SMP shock mentioned by the farmers was a reactive ‘dig in the
toes and do better’ and ‘box on and make the best of it’ approach as 12 farmers indicated a major

13,14

cut in farm expenses ™. Such reduction of expenditure has been termed ‘self exploitation’ by

Rheinhardt and Barlett (1989), referring to the ability of farmers to work harder and ‘buckle

down115,16,17

. All non-essential repairs and maintenance ceased and development of new land
stopped (Smith and Montgomery 2003). A few farmers mentioned they fired hired labour to reduce
spending and this shortage in labour had to be replaced by family labour. In addition, three farmers

started to engage in off-farm work to generate extra income.

For some farmers the removal of subsidies provided an incentive for diversification. As noted by
Wilson (1994), there was an increase in deer farming, dairying, farm forestry and horticulture (and a
decline in sheep farming) after the economic deregulation. In the interviews, farmers recalled trials
with goats™ and boysenberries among others. Four farmers indicated that diversification' prior to
the loss of SMPs had reduced the impact that the policy change had on their farming system.

Farmers starting to farm after the abolishment of SMPs in 1984 indicated they never farmed with
subsidies and ‘didn’t know any better’, forming a unique group of farmers amongst those having to
adjust to the new system. Four farmers started in this period of time®. Farmers that had bought
land prior to the economic restructuring could find themselves in the situation of a 50% loss in their

21,22,23

assets . This devaluation of stock and land, however, benefitted those starting to farm

immediately following the adjustment as the capital investment requirement decreased™.
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One farmer recalled destocking in 1985 and another was able to sell some land and a house to

>26 Another farmer had used the stock market®” to generate extra income

generate extra cash flow
that he reinvested in the farm. Some farmers received financial help from the government, with
about 20% of their total farm debt written off. At least two farmers recall having benefited from this,
although one farmer was refused assistance from the program?®. In addition, financial restructuring

in collaboration with the bank was mentioned as an important response to the loss of subsidies®>*° .

Farmers’ attitude and opinion towards the economic restructuring
The policy change had been put into place to improve farm production efficiency and this argument

was used to imply that those farmers who had lost their farms lacked the skills or capability to
respond effectively (Smith and Montgomery 2003). Several key factors have been identified over the
years to explain why some farmers survived the restructuring and others did not. According to Smith
and Saunders (1995) the level of indebtedness had a big influence on farm survival. Thomassin and
Cloutier (2000) state that young farmers, in particular, were prone to failure because of a lack of
access to family funds. Although difficult to assess, several farmers suggested that “bad luck”*!
played an important role in who had been able to adjust to market liberalization.

Yeah, so, you know, it lost a lot of very capable people. A lot of those young guys, in particular.
Like, there's nothing wrong with their farming skills. They were just in the wrong place at the
wrong time. Um, you know, just bought in, and suddenly everything's gone. Yeah. Integrated

According to another farmer, an individual’s level of conservatism® would hinder necessary farm
management adjustments to continue farming. The same farmer indicated that “old farm money”,
generated in the 50s, helped to create a safeguard for farm continuation.

And a lot of that money—what they call the old farm money—is still in some of the old farms.
You know, they’ve been able to build on that initial big money that came in the ‘50’s and the
guys that had done it right. A lot of the old farms have still got it. That’s what made them, was
that old money and it probably made this place too when you look back. It was massive money
from what the costs were. Integrated

The impact of deregulation on farming families was very diverse and caused a lot of family stress for
several farmers®. A few farmers acted surprised at the “overnight commercialization” and “changing
of the rules” imposed by the Government®. For some there was a change of attitude and a sense of
disappointment as the result of feeling let down by the country®. The same farmer decided, from
that time onwards, not to borrow money anymore.

So what we, well [my partner] made a conscious decision then that any further development
was going to be out of income, he was not going to borrow any more money so that was a huge
deciding point in our farming... Integrated

A couple of the interviewed farmers acknowledged the necessity of removing the subsidies as a
means to increase farm production efficiency. According to one farmer it “made you sit down and
farm” and changed the situation for those just living on the minimum price and subsidies®.

According to another “it gave you the incentive to push production”®.

1988-1989

Droughts were considered key drivers of farm management adjustment between 1988 and 1989 and
were recognised by eight farmers as such. Two subgroups of farmers mentioning the impact of the
droughts were farming within a given geographical cluster (Amberley and Methven), while the
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remaining differed in locations (Ashburton, Banks Peninsula, OQutram and Waimate). One farmer
started farming in this period rainsing to 17 the farmers with farm ownership.

Year Event/Driver Effect Response farmer 0] I C
1988- Drought X Buying feedstuff 0 0 1
1989 XX Relief program 1 0 1
Decreased stock rates 1 0 1
Grazing alternatives 0 1 0
X Intensifying 0 0 1
Hold on 1 0 0
XX Feed planning 1 0 0
1988 Moved to chilled cuts X XXL lambs not so madfect 1 0 0
X Investment in land 1 0 0
1989 Banning of DDT X Irrigation 0 1 0
X Over sow pastures 0 0 1

Historical context
After the removal of SMPs in 1985, farm income for sheep and beef farmers dropped by 40 per cent.

The shift to chilled cuts from frozen carcasses in 1988 resulted in further lowering of farmgate
prices. Lamb prices started to recover again in the 1989s because of a combination of higher world
prices, depreciation of the NZ dollar relative to the British pound, removal of the EC’s 10% levy on
sheep meat imports, increased carcass weights and a 12% reduction in national lamb numbers
because of the drought of 1988 (Chatterjee 1996).

Farmers’ response
Not all farmers were affected by the fall in lamb prices, as one farmer recalls having a market niche

during that time.

A: Okay. And in some ways the fall in prices, and the fall in lamb prices was —

F: Well, we had two good - wool was up at that point. And lamb was as well, especially big
lambs. You're in XX lambs at that stage. They were big guys above 24 kilos. So we were
making plenty of money, and then, it was just the weather upset things after that. Organic

Farmers responded to the droughts in 1988 and 1989 through investment in feed. For some farmers
this would mean running a bigger overdraft®®. For others interest-free loans from the Government

°. Instead of having to buy feedstuff, one farmer recounted having

helped them to invest in feedstuf
had help from the MAF to strategically drought-proof the farm®. Other strategies taken up by
farmers in response to the drought were a decrease in stock rates, searching for grazing alternatives

and intensifying production® .

In 1989 the Government banned the commonly used pesticide DDT. Farmers responded by over-
sowing and irrigating those pastures with grub damage to alleviate problems. One farmer openly
questioned the timing of the ban: he wondered if enough research had been done on searching for
alternatives for DDT*.

1990-1992
Economic factors were assigned as the key driver for the period of time between 1990 and 1992
with the drop in the wool support scheme of 1991 and the creation of the Resource Management
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Act (RMA) in 1991 as the most important events. Although the snow of 1992 was mentioned by six
farmers it appeared only to have an impact on two farmers within the same area (Methven). Of the
other four, two did not receive sufficient snow to hinder farm productivity (Amberley). The others
(Ashburton), were able to mitigate the impact because of rising prices according to one and the farm
situation (being ‘in between’ farms) according to another. Nine farmers were asked specifically
about the effect of the RMA on their farms with none acknowledging any impact on management.
Two farmers started farming in this period contributing to 18 farmers in total.

Event/Driver Effect Response farmer 0] I C Total
1991 Pull support scheme wool XX Increased lampargentage 1 1 0 2
X Fired worker 0 0 1 1
1992 Snow X Not so much effect 1 1 2 4
X Feed investments 1 0 1 2
1991 RMA 0 Not so much effect 3 1 5 9

Historical context

Changing market demands and consumer preferences regarding the fat content of meat encouraged
lamb producers to start weighing lambs and to check back fat beginning in 1990, the same year that
Southland reached record lambing numbers. Wool prices started dropping as the world’s largest
wool importers (China and the former Soviet Union) cut back on purchases. This led to a suspension
of the price support scheme in February 1991 by the New Zealand Wool Board as the cost of
650.000 bales of surplus wool had resulted in its liabilities exceeding its reserves. The reaction of the
New Zealand Wool Board came only days after the Australian Wool Corporation had suspended its
price support scheme after accumulating a 4.7 million bale stockpile (Haszler et al., 1996). In 1991,
the rising level of environmental awareness (including the decline in both water quality and
biodiversity associated with agriculture) was translated into legislative action, resulting in a shift of
policy mandate from central to local governments through The Resource Management act (RMA).

Farmers’ response

Farmers recalled facing a sudden and unexpectedly severe decline in wool payouts that caused a “90
degree shift in things” as one farmer had to fire a worker®. A more general response from farmers
to the low wool prices was to increase their lambing percentage®.

F: So you've got to try and make that little bit extra somewhere along the way. And the only
thing you can do, really, is up your laming percentage. Or have a complete change to what |
wouldn't know. Organic

When asked (nine farmers) about the perceived effect of the introduction of the Resource
Management Act on farmers’ management adjustments, farmers indicated paperwork to be the only
effect. Most farmers expressed annoyance with the RMA and preferred to be left without the hassle

C: And the introduction of the RMA, has that been something that has affected your practice?
Kept you from doing anything, or?

F: No. It doesn't affect us here. No one's complaining. So you keep on just plugging away.
Conventional

Heavy snowfall in 1992 was recalled by a few farmers but did not affect them badly, others
responded with feed investments®. The loss of stock caused lamb prices to rise again, reducing the
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impact of lower lamb survival rates on farm income as the “numbers went down but the dollars
went up” as one farmer explained*®

1993-1994

The period of time between 1993 and 1994 was characterized by important economic drivers (lamb
price crash and Fortex closure). Farmers were not asked specifically in the interview about these two
events. However, a subgroup of farmers (11) was asked specifically about the privatization of
extension services which explains the higher number of responses. For most of these farmers there
was no perceived effect of privatization on their farm management. No farmer started farming in

this period.
Year Event/Driver Effect Response farmer 0] I C
1994 Lamb crash X Selling lambs as woolly line 0 01 1
XX Focus on trading instead fattening 0 0 1
1994 Fortex closed down XX Taken by surprise 0 2 13
XX Lost job, wife started working 0 1 0
1994 Privatization of extension 0 Not so much effect, did not use 3 2 2
Loss of focus group 2 1 0
Still used 0 0 1

Historical context

By 1995 Agriculture New Zealand was sold signalling the end of all government funded extension
activity in agriculture (MAF 1999). The role of MAF was redefined in line with the perceived needs of
the changing farm economy and in line with the Government’s commitment to state sector reform.
The aim of these policies was to make extension services more market led. All scientific and research
activities were transferred to the new Crown Research Institutes (Rhodes, Willis, and Smith 2000).
Farmers and growers from then onwards would have to pay for advice from farm consultants.

Farmers’ response

As a response to the crash in lamb prices of 1994 one farmer started selling lambs undrafted as a
wool line*” while another changed his focus from fattening to trading®®. Deregulation increased the
pace of change in the processing industry. Many of the large and old meat processing plants such as
Fortex closed due to sheep numbers dropping, surprising farmers in the process®. The closing down
of Fortex also affected those having off farm work at the Fortex plants™.

Some farmers indicated the privatization of extension services had little effect on their decision to

132 A few farmers mentioned that

hire consultants since they were not using consultants anyway
prior to the privatization of extension services they benefitted from having a consultant for their
discussion groups. As recalled some by farmers, however, these groups slowly disappeared as a

result of the state sector reform.

1995-1996

Economic events were assigned to be key drivers for the period between 1995 and 1996, a period
that was highlighted by the crash in beef prices and the oil crisis of 1995. The crash was mentioned
by only six farmers, all on their own initiative. One farmer started farming during this period bringing
the total to 21 farmers.
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Year Event/Driver Effect Response farmer 0] I C Tota
1995 Beef crash XX Maintained over winter 0 0 1 1
XX Diversified 0 0 2 2
Not so much effect (diversified) 0 0 2 2
Cutting costs 0 0 1 1
1995 Oil crisis XX Adapt cultivation methods 0 0 2
X Little effect, started farming 0 0 1 1
Farmers response
Reluctant to sell for a lower price, one farmer kept his stock over winter causing financial
problems™. To reduce stress caused by the crash in beef prices on farm income, some farmers
started to diversify into such activities as tourism> or rearing calves to keep up with ‘moving
goalposts’. Those who had already diversified indicated that such activities acted as buffers against
the drop in beef prices®®. Others started that they cut costs as a response to lowering incomes
during the period®’. As a response to the oil crisis of 1995, a few farmers indicated adaptations in
cultivation methods to reduce fuel use, such as no tillage practices®®. Those who started farming
during this time saw the oil crisis as part of “adapting to coming here”, that is the shift to a new
location® and starting to farm.
1997-2001
Environmental drivers were considered most important for the period between 1997 and 2001. Five
farmers, all located in different clusters, had adopted different management strategies to cope with
the drought of 1998-1999. A further two farmers started farming in this period raising the total to 23
farmers.
Year Event/Driver Effect Response farmer 0] I C Tota
1998- Drought XX Irrigation 0 1 1 2
1999 X Financial buffer 0 1 0 1
XX Off farm work 0 1 0 1
X Better look at condition stock 0 0 1 1
X Decrease stock rate 0 0 1 1
X Feed investment 0 0 1 1
X Alternative grazing 1 0 0 1
Drop in deer prices XX Quit deer farming 1 0 0 1

Farmers’ response

Yeah now | guess | can | remember all them. | remember that 'cause I'd just started. In ‘98 |

started a lease and the old peak and crisis, it was just ticketyboo, you know, | thought farming

was easy. Conventional
Harsh environmental stresses of drought and snow demanded farmer response in order to maintain
farm viability. The drought of '98-'99 was “character building” according to one farmer®. To be able
to manage a decline in farm income some farmers sought financial support, while others engaged in
off farm work and feed investments. Strategically one farmer “took a general better look at stock

condition”®

to be better prepared against droughts. Irrigation was used as a tool to drought-proof
farms®? in the longer term by a few farmers. Other reactive responses from farmers were to reduce

stock rate® and to search for alternative (such as road side) grazing®.
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Three farmers converted to organic over the time period 1997-2001 for varying reasons. One farmer
stated specifically that their reasoning for going organic was premium based: “so any premium is a
good premium, and | don’t care how | get it”®>. The same farmer made a radical decision to totally

quit deer farming as he saw deer prices dropping.

2002-2004

Although the period of 2002 until 2004 was characterized by environmental factors as key drivers of
change, the snow of 2004 was not accounted for in farmers’ response as only one farmer recalled
the event. No farmers started farming in this period.

Year Event/Driver Eff