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ABSTRACT.

Traditional use of a will (Inheritance Plan) to distribute an owner’s assets, ‘equally’
between children and a spouse, may considerably dent the viability of a family farm
business, especially where two generations have been farming together. Equality seems to
focus on assets at the expense of the farm business, which the owner may have spent a
lifetime building up, only to break down and distribute a lifetimes work with the will. Is
this how a farm family values a life’s work?

With two generation family farms, equality is a two edged sword and an issue upon which
many farm families have agonised. How to resolve the issue of keeping the farm in the
family and providing an inheritance for non-farm inheriting children?

Farm service providers’, have suggested a solution to this dilemma with the development
of off farm investments, which would provide the inheritance for the non-farm inheriting
children. Why the obsession of providing the children a windfall? Do parents owe their
children a ‘pot of gold’ or an opportunity?

Ownership is the key issue. A recent will challenge revolved around the following issues:

The will was outdated; divided up assets between the surviving spouse and the children;
attempted to leave in the will, livestock and land, the property of the farming partnership,
between spouse, farming son and non-farming son (not in the partnership); farming
partnership carried on as a default relationship, as the partnership agreement not
followed, as surviving partners not aware of contents or place of ‘safekeeping’ of the
partnership agreement; land purchased since will date; family could not agree as to how
the estate could be modified to enable the farming son to keep farming; time for will
administration lapsed; change of accountant and solicitor; counsel not supportive of the
idea of using a constructive trust argument for land used by the partnership, but owned by
testator, and finally, the impact of the family testamentary maintenance legislation in
providing for the surviving spouse. The outcome was that the viability of the farm was
considerably dented and the family no longer talk together. Is this what family farming is
all about?

This is not an isolated case and a paradigm shift, is required by farm families and farm
service providers alike, to reverse the build up, break down cycle of the family farm
business. This paper is based on my recent RIRDC funded research project.



Family farming has traditionally been based on the ownership of land and whilst leasing
of land may be a component of many family farms, including parents leasing land to a son
or daughter (an internal lease), ownership remains as the dominant aspect. Ownership
provides security for the farm business operation and a value base for rural culture.
However, ownership has a significant shortcoming at the time of farm succession or farm
transfer to the next generation, as inheritance has traditionally also been involved at this
time. Inheritance or how to distribute parent’s assets, primarily the land used for the
family farm, ‘equally’ between their children and provide for a surviving spouse, causes a
significant dilemma for many farm families. How to pass on the family farm and also
provide an inheritance at the same time — land has therefore two value bases; one
during the owners life time to earn a living; and on death, as an asset for distributing
via a will to or among family members, as an inheritance.

The traditional way around this dilemma has been for the succeeding son or daughter to
pay their siblings and surviving parent, their inheritance share or buy back the farm assets
distributed in a parents will, leaving the family farm financially under resourced. This
commences a cycle of rebuilding the family farm financially, only to break the farm down
financially, when it is time to hand the farm on again.

“The idea of each generation having to buy the farm — having to ‘buy out’ a brother — makes
sense of the question why so many farm families that have been farming for three generations
have been struggling — so the son inheriting the farm and buying out his brother(s) is really in
no better position than the previous generation. —There needs to be some new thinking in terms
of business structures to allow the million-dollar asset to provide a better standard of living for
farm families”. Home study student.

“In my local community I have seen the vast majority of family farms end up having their
business base severely dented by succession issues not to mention family relationships”. Mail
Survey respondent.

A recent Will challenge, highlighted this build up, break down family farm process.
Case situation — summarised.
Family farm grazing enterprise now in the 31 generation.

1. Farm business operated as a partnership between parents and 1 son in equal shares.
Son had been a partner for around 30 years, when father died leaving a will dated
some 9 years earlier.

2. The majority of the land used by the partnership, was owned by the father. This
land was divided between his wife and children in his will. The partnership had
also purchased land. The will provided for the fathers share of partnership land,
plant/machinery and livestock, to be also divided between his wife and children,
even though these assets were the property of the partnership. Partnership paid the
rates for all the land and no rent was paid to the father for the use of the land
owned by him. Partnership paid for the construction and maintenance of sheep
shed and yards on land owned by father and willed to wife. These partnership
financed structures, increased the value of this land that the son had to buy back at
market value. A constructive trust was not considered by counsel to be a viable
proposition for the fathers land.

3. Written partnership agreement that included a clause for the purchase of a partners
share in the event of a partner’s death. A time limit applied to this purchase clause
and time lapsed without any action. Solicitor who held partnership agreement
failed to act on partnership agreement.

4. Accountant not aware of partnership agreement, thus at date of death the
partnership ceased and a new partnership commenced with estate as a partner with
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same partnership shares. New partnership did not have an opening balance in the
Balance Sheet at all and closing balance for year 1 omitted the closing equity
balances of partners at date of death and also did not transfer the land owned by
the old partnership to the new partnership. At date of father’s death, parents had
negative equity balances, whilst son had a significant positive equity balance. No
provision in partnership agreement for partners to borrow from partnership, by
overdrawing their equity distributions.

Family commenced negotiations via solicitors for farming son to purchase assets
willed to mother and siblings in order to continue farming. Siblings ignored the
equity balances of the partnership Balance Sheet, saying that these equity balances
were purely paper figures and were only interested in the will distributions.
Various proposals were put forward by farming son, but rejected by ‘the other
side’. Long periods between offers and rejections and time for administration of
the will lapsed. Value of land rising.

Change of solicitor and accountant. Application made to Court for an extension of
will administration period. This was granted, with the court saying that son had a
case for a change in will distribution, as father had promised the farm to the
farming son on several occasions and paid son minimum ‘wages’, even though a
1/3 partner. Mediation was to be attempted and if failed, would proceed for Court
solution.

Mediation. Involved partnership, will distribution and testamentary family
maintenance (TFM) law. Complex negotiation over some 10 hours, with TFM
major factor in negotiation. The ‘other side’ sought extra time to review offer at
end of day and then came back after 2 weeks, with requirement for a substantial
increase in cash component of the offer. Financial analysis of the offer was carried
out showing that the offer was already in excess of a fair distribution. Offer
quickly accepted without the requested increase in cash. TFM provided
considerable pressure for achieving a better negotiated position for the mother at
expense of the son, as always the threat of a court hearing, if mediation not
‘successful’.

. Five years from date of death to will settlement and upwards of $70,000 in legal

and accounting fees. The market value of the land increased significantly over this
five year period. Five years of not knowing if son would be able to continue
farming after 30 years of working with parents.

. Non farming siblings siphoned off 22% of family farm, plus they will receive a

substantial amount from mothers will. Farming son, apart from his own partnership
share, received 20% and after buy back from mother and siblings will have 76% of
the pre will distribution family farm, but now at 58% equity, compared to the pre
will distribution family farm business of 90%. Farming son will not be included in
elderly mothers will, as he contested fathers will in order to be able to continue his
farming career.

This case highlights:

1.

The use of wills, if not thought through and correctly used, can destroy a viable
family farm business and family, ‘overnight’. Wills are an inheritance plan and
NOT a farm succession plan.

You can only leave in a will what you actually own. Partnership assets are not able
to be included in a will, only your equity share at time of death.

Wills may not be the best vehicle to use to distribute assets, where a family farm
business is involved. You cannot hand the family farm on and use the same assets
for distribution to children and surviving spouse. With family farm businesses,
wills should be used to distribute personal and not business assets.



4. Do not believe that when a parent tells you, ‘that one day this will all be yours’;
and expect this to come true.

5. Analyse the position of whether to terminate a partnership separately or not, to the
will challenge, as TFM may be involved in the will challenge. Undertake a
financial analysis of various negotiation positions before the mediation event.

6. A will challenge is very costly for both sides and may achieve very little for the
family. That the adversary system historically used to solve legal problems, like
differing views of equality, is very time consuming and costly and achieves rapidly
rising legal costs.

7. That equal and fairness are very complex terms, when used in conjunction with
family farm businesses. Should book value at death or current market values be
used for family negotiations for determining buy out value. Working for wages or
being paid pocket money for years accounted for little in the battle for equality for
the farming son.

8. Have a copy of the partnership agreement and understand its contents. Do not
allow partners to become debtors of the partnership, as this does not help to
negotiate a settlement when TFM is involved.

9. Need to have a basic understanding of the legal issues involved with farm business
ownership. The Rural Law Online should assist in this regard. That the family farm
business is a special area and needs to be considered separately, when developing
an INHERITANCE PLAN.

10. A will may have a greater impact on the family farm business and family, than any
drought or market downturn.

Wills, Inheritance and Rural Adjustment.

Rural adjustment has long been an issue pursued by federal governments, with a concerted
effort since 1970, being made in an endeavour to reduce the problem. Ownership of land
may well be a major factor, whereby large amounts of cash are tied up and cash generated
is not sufficient to meet financial expenses and provide for a reasonable standard of living.
Standard of living has, since the ‘Harvestor award’ of 1907, been a concept underlying
many rural policy initiatives over the years, i.e., price and income stabilisation policies,
e.g, Farm Management Deposits. Family farming has and continues to be a very important
aspect of Australian agriculture and rural communities and for these reasons alone, rural
policy will continue to seek solutions. The problem seems to reinvent itself.

During a farm family business operators lifetime many new ideas and techniques will be
integrated into the farm family business. As all businesses need to grow, the value of the
family farm may have a considerable market value. Inheritance will reduce this value and
may even neutralise the gains made over a lifetime.

Figure 1: Productivity gains and potential neutralisation by inheritance.

Productivity increases in farm output.

f

v

Inheritance — reduction in farm viability.

Inheritance in its present form, may be a significant cause of the continuing rural
adjustment problem. Alternatives to the present focus on inheritance will require a
paradigm shift by both farm families and farm service providers alike. Rural policy
initiatives will be paramount in bringing about needed change.
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Developing a framework for a paradigm shift.
Little and Taylor (1998) say, that,

“The objective of succession is the successful passage of the farm business from one generation
to the next. Should the successor generation be so burdened with debt (by paying out siblings
their share of inheritance) that the viability of the farm business is jeopardized then the very goal
of succession fails”.

They go on to say that non successor siblings have a considerable impact on the transfer of
a viable family farm business.

If the objective is to transfer a viable family farm, why does this not happen generally? Is
it lack of knowing what to do, no assistance available or only traditional options provided
by farm service providers or an attitude that all children should be treated ‘equally’? My
recent Rural Industries Research and Development Corporation (RIRDC) funded research
project found that all these aspects were involved. However, lack of information, not
knowing what to do or where to go for assistance were major stated reasons by farm
family participants for maintaining the status quo with farm succession. There was a
significant positive attitude for change on the part of farm family participants involved
with the research.

Some farm families already focus on their farm’s succession, as opposed to inheritance;

“Why this obsession with treating all the kids equally? If one or two put their whole life (so far)
and the others have been educated (the farm paid for this)_and have their own lives and no
interest in the farm, why should it be split up to pay them out? Too many farmers have got into
serious, inextricable debt over this kind of practice!”.

Others have developed a more realistic approach to inheritance;

“A commitment to pay family members off farm at the commencement of a partnership with
those on the farm, will mean the remaining members do not have to pay the capital improved
value later on. It also means all parties benefit from the parents assets at the same time and all
parties must contribute to the welfare of their parents at retirement”’.

Others have a more pragmatic view; Educational equivalent.

“Instill in children, that a good education and a university degree and opportunity to establish a
life for themselves is equally as valuable”, as receiving land. “You can lose your assets in a divorce,
but they cannot take your education away”.

Following the delivery, at the Wimmera Conservation Farming Seminar, February 2002,
of a paper based on stage 1 of the research, setting out ideas for growing the family farm
business, as an alternative to the present farm succession — inheritance option, I asked, as
one of 3 questions in a 1 page questionnaire;

Is building on what parents have developed a reasonable alternative to trying to treat
children equally or fairly with an inheritance?

Prefer to give children 1 2 3 4 5 6 7 Build on what parents have
an inheritance developed
ACTUAL 1 -2 9132119 = 65 Mean 5.64616.

Participants were also asked to comment on the suggestion of buying in, as a way of
building on what parents had built up (often with the help of elder children) and an
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overwhelming response of ‘yes’ or a ‘good idea’. The following sums up what farmers
seem to prefer to do;

“Yes, an essential part of why parents build the farm up, otherwise why do it. Secondly, it is with
pride that I give my farm to someone, who not only appreciates it, but will continue to make my
farm even better than when I gave it”.

“Yes — it supports the continual growth of the farm”’.
Growing the family farm business - the need for business growth.

Family farm businesses, like all businesses, need to grow in order to at least ‘maintain’ the
business over time. External influences such as the general trade cycle, inflation and
farmers terms of trade or ‘cost price squeeze’, create the need for growth, apart from any
internal needs, such as including a second, or more, families in the farm business.

To assist farm families with ideas to ‘grow’ their farm family business, not only during the
parents lifetime, but particularly during the farm succession process, a set of 6 x 4 page
papers were developed covering 18 aspects of the family farm business that needed to be
considered. This set of papers was evaluated by a number of farm family members in a
series of 5 hour workshops (Stage 1). A 13 page paper suitable for general distribution to
farm families was developed with assistance of the workshop participants and covered
some of the major ideas discussed during the workshops that the participants said, had to
be included. This paper was evaluated by mail survey (Stage 2) by another group of farm
families following ‘Peer review’, which found that the paper was unsuitable for farm
families. The mail survey or ‘Client review’ of this 13 page paper, found the opposite to
‘Peer review’. This 13 page paper was presented to the Wimmera Conservation Farming
Association seminar, mentioned above and to the annual meeting of the Victorian and
Tasmanian Rural Counsellors, Melbourne.

Important aspects are now discussed in order to provide a base for general discussion
pertaining to achieving a paradigm shift on the part of farm families and farm service
providers alike.

The Farm Family and their Family Farm. A multidisciplinary concern, involving the
family, ownership and farm business.

The following model was developed to provide the structure needed to separate the
components of a family farm business in order to isolate problem areas and relate to
potential solutions. This model was used at the commencement of research workshops and
used as opening discussion for the 13 page paper mentioned above.

The 3 components used in the model are very different, but interact. Each can be looked at
separately and then related to the other components.

Each component is serviced by a different set of farm service providers, who may have
very little understanding of how their advice may affect the other areas. Even within the
farm business area, service providers are wide ranging from physical to financial.

Each component is also a separate planning area. However, it is of little use in developing
family goals, if you do not believe in business planning. Likewise it seems of little use in
having the latest technology and spending large amounts of cash in building up the family
farm, if you then see a solicitor and draw up your will to leave the farm assets divided
between the children and a surviving spouse.
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Figure 2. Relationship of the family farm to the farm family - segmentation (planning)
model. Provides the basis for looking at options.

Family Farm Business Farm Family
Farm Business Parents
Land Ownership Children
T Plans T
Business Plans Family Plans
(Series of 5 year plans) (Series of 5 year plans)
Productivity increase to Productivity increase to
maintain business PLUS cover the increasing
profitability. family cash needs.

Source: Tually, 1999.

How useful is this model for farm families?

Workshop participants (Stage 1);

Of little use 1 2 3 4 5 o6 7 Extremely useful as the 1** step in
planning the future of the family.
1 - - 1 8 5 13 = 28 Mean 5.92857.

Mail survey participants (Stage 2);
Not necessary - - - 2 2 8 18 An extremely important 1% step.

= 30 Mean 6.4

Is separating into these three components a good way to start?
“That is what caught my attention when we started, the fact that they were different”.

“There are sort of three areas there. There is the capital part, there is the business part, and
there is the family part”.

“Provided good starting point when sometimes you don’t know where to begin”,

“Definitely — all complex issues benefit from being broken down” and “Needs to be separate so
family discussion can focus on 3 separate components/issues”.

Model also provided a division of the farm business from the land.

“That is what I like about the model, because it does actually separate the land, the actual land,
Jfrom the business”’.

Taking “the land away from the business, has really sort of — it’s going to make me look at a
completely new ball game now. Because I sort of had (the view) that land was my business. That
is my income. But I’'m now looking at it in a different way”.



“I have no intention of giving any of our children land before our deaths, simply because we
want them to understand that they are in business. If they love farming, it’s got to be a separate
mentality to the ownership of the land”’.

The model provides the basis for discussing the changing relationship between the 3
components over an owner’s lifetime, such as with the use of wills, i.e., where does a Will
sit?

A will is used as protection of the asset base for the farm family business, when the family
are young, then to protect a surviving spouse, and then should include the son or daughter,
who has worked with their parents in the farm business. The Will is thus a form of
insurance, especially where a business is involved.

Thus over a lifetime, an individual may have had a number of wills. Wills should be a
means to an end, rather than an end in themselves.

Why then is a Will used to give non farming children a windfall. For what reason?

Do parents owe children an inheritance?

“They don’t, but I think if they told the truth, they would like it very much though. It would be
expected”.

However, a will may be challenged, so a better way to protect the family farm is to use
ownership structures in an appropriate way to achieve the purpose required by a farm
family.

Ownership becomes more important when over a life time considerable improvements
may be made to a farm business and a son or daughter may have assisted their parents in
the improved farm value, only to have parents distribute these improvements in their Will
to all family members. Wills used for this purpose undermine business growth apart from
creating family disharmony.

Whilst the above model was developed to show the major components of the family farm
for use at the commencement of workshops with farm families, the model is also useful as
the base for discussion for a paradigm shift for farm service providers.

The Family Farm Service Providers.

The family farm business is serviced by a wide range of service providers, figure 3, each
of which, have different to very different impact on the farm business. Whilst the
information provided is generally specialised, it may at times be conflicting and even
counter productive. This situation is the result of few service providers having the training
or experience to provide a whole farm business service. This leaves the farm
owner/operator in the position of needing to have expertise ‘across the board’.

“I am a farmer — I need to be — An Accountant, Lawyer, Agronomist. Etc Etc — Farming is
complex and NOT Easy”.

Or, if not confident to do the integrating of service provider input yourself, then look for
someone to assist you.

“The real challenge - is finding one, who has got a broad knowledge of how their specialist
knowledge affects the whole farm business”.



However, when ownership and business are combined, such as with the case study,
presented in the first part of this paper, the outcome may be disastrous for the family farm.
Therefore opportunity exists for the development of a ‘general practitioner’ level of
service provider, to supplement the specialist services available. If agricultural training
providers feel this is too difficult to do, then why do we expect farm families to be able to
do it?

“It would be good to have somewhere to take the family to discuss all the options available. Not
Just the Solicitors and Accountant”.

“Enormous need for good professional assistance. Farmers do not understand law and don’t mix
with people who do”’.

Figure 3. Major farm business service providers.

Banks Accountants Lawyers
Dept of Agriculture Family
- Extension " Farm «—— Consultants
- Research Business

Rural Suppliers
Chemicals
Fertilisers
General farm

Commodity Traders.
Agricultural Educational
Institutions.
Home study courses
Short courses
Internal full time courses
- Research

Source: Tually. 2001.

The segmentation model, (Figure 2), provides the basis for discussion for service
providers to relook at the range of services provided farm families. The segmentation
model allows for 2 levels of discussion, which are not mutually exclusive;

1. Macro Level, covering the relationship between family, ownership; and farm
business.

This level is akin to ‘Faculty’ differences, i.e., Human Behaviour; Law; and Agriculture.
Each of these areas has very different developmental histories, careers and societal
outcomes, although Human Behaviour now has become an important aspect of both Law
and Agriculture. Law and Agriculture have ‘little in common’ in terms of study base for
careers and thus little understanding in how they may impact each other in a family farm
business. However, there is a potential synergistic relationship between the two, which
may be positive or negative in effect. The synergistic relationship exhibited in the case
outlined at the start of this paper was a negative relationship. The use of Wills, where a
business is involved, that parents wish their children to continue, should be restricted to
covering personal items only. Lawyer’s, therefore need to be aware of clients farm
business goals. Positive synergy may be achieved by using appropriate ownership
structures.



Rural Law online is presently developing a new web site and is planning to launch a
segment on Farm Succession in March, 2005. This segment will allow farm families
access to a range of options and will provide for a range of farm family needs, as
determined by them. Lists of questions and reasons for the questions, for discussion with
accountants and solicitors on using ownership structures in their business and for use for
farm succession in particular, need also to be provided. This new service should help to
destroy the myth that ownership is too complex and that farm families are not interested in
this aspect of their farm business. In 1972 Longworth said,

“The once and for all nature of inter-generational transfers, together with the long-term
consequences for the family, which flow from such transfers, would suggest farmers and graziers
ought to be well-informed about the broad principles involved, the various options available, and
the advantages of arranging transfers before death. Unfortunately this is not the case.
Agricultural extension information in this field has always been rather sketchy. At worst it has
been positively misleading, and at best it encourages the myth that the legal and accounting
procedures involved are too complex for ordinary mortals”.

Participants at my research workshops were very critical of the lack of information and
assistance available on using ownership structures and were very interested in developing
a better understanding of the ownership structures.

In regard to selecting an appropriate ownership structure, participants were asked;

I depend on my accountant 1 2 3 4 5 6 7 Iwanttounderstand the
structures available to me.

-2 -1 3 4 15 =25 Mean = 6.08

2. Micro Level, covering farm business and farm succession.

As far back as 1960, Westermark said, “As agriculture becomes more complex and
problems of adjustment more acute, it becomes increasingly important to adopt the
concept that the business is a totality and an integrated unit”.

However, over the last 40 plus years, the farm business service sector has become even
more specialised, rather than look at the farm business as a whole. Whilst farm
management, as a separate area of study started to make its presence felt in the 1950’s, the
whole farm business focus was highjacked by the research preference for looking at small
components. This was highlighted by Malcolm (1990) in his review of 50 years of farm
management research,

“much academic work about farm management during the past fifty years lacked relevance
because of a ‘partial-farm management’ orientation. This derives in part from a methodological
focus which is too narrowly disciplinary, and sufficiently dynamic and also from the imperative
of specialisation for progress to be made in particular disciplines.”

The narrower disciplinary focus of agricultural research generally, results in specialist
advice being provided farmers, as opposed to whole farm advice, which Westermark said,

“was harder to provide than specific advice”.
This specialisation focus, coupled with the maintenance of the one way model of
research — . service provider — farmer,

continues today and controls the provision of information needed by farm families.
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This traditional perspective, is further supported by the physical farming calendar
year/financial year divide. Which has conveniently separated the farm physical and
financial aspects for farm service providers. Business planning continues to be a major
problem area, as a result of the traditional position.

With regard to information to assist farmers with farm succession, little is available or
provided, with the result that farmers do not know what to do or who to contact.

“Because, that’s the thing that starts them (older generation) ‘hanging in there’ and holding
everything up — a lack of knowledge about options.”

“Well we are at the stage now, that what we’ve got is totally inadequate. We do not know what to
do”.

Does it really matter to a farm family or the Australian economy if farm succession is
delayed? According to Little (1998),

“Delayed succession has an input beyond the individual farm gate. It impacts on the industry as
a whole and it is at this point that the succession process and sustainable agriculture transect”.

Whilst farm succession has been the major focus of this paper and is a problem faced by
many farm families involved with intergenerational farming and those wishing to be so
involved at some time in the future, farm succession is not the only problem faced by
family farming today. Rather farm succession highlights an endemic problem faced by
family farming in general, ie., lack of appropriate coordinated information and advice
adequate for farm family needs. The farm family should be treated as a client and not a
business opportunity for service providers.

How to achieve a paradigm shift?

The following ‘system’ model includes the major sectors involved with farming, including
family farming. In theory, there should be a discernable relationship between the sectors.

Figure 4. System or ‘market frame’.

Family Farms. < > Rural Policy.

SN A,
. S

Rural Service Agricultural Education
Providers. l Institutions.

Adaptation of the equilibrium model used by McClelland and Winter (1969), p. 359.

A number of concerns are set out in Appendix 1, which indicates that there is a
considerable unmet market that needs to be addressed. Rural policy, rural service
providers and tertiary agricultural education institutions all need to be involved. Research
is a major factor and needs to look at improvement in the coordination of the model.
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The potential benefits to be gained by a paradigm shift are huge. Gamble et al (2001),
suggest that there,

“are some 88,000 Australian farming units, their professional advisors and the commonwealth
and state public sector(s)”, which are “possible beneficiaries”,

not to mention rural communities and the Australian economy.
Some significant areas needing change.

Longworth, (1992) and Gamble et al (2001) refer to the low level of tertiary agricultural
education institutional interest in training students to understand the multidisciplinary
environment in which they will develop their career. This is due in no small part to the
research bias of universities as opposed to teaching. Longworth particularly mentions the
following two areas where change is necessary. Firstly,

“Researchers need to be taught how to identify the real problems and be rewarded for tackling
these issues. A great deal of the agricultural research over the last 40 years has been misdirected.
Most decisions about precisely what research will be undertaken are in the hands of the
researchers themselves. Their concepts of ‘what counts’ towards their own professional
advancement influences what research is undertaken”,

and; secondly, that traditional ‘peer’ review and recognition is a barrier to change,

“cross fertilisation of ideas is actively discouraged because the ‘best’ journals in any field only
accept research papers which maintain the traditional paradigm for that discipline”.

The tertiary agricultural training institutions are particularly important as they are at the
base of the educational chain. Two simple changes, include the development of a
‘capstone’ subject at Degree and Diploma levels, which bring the course together.
Students would ‘see’ the ‘overall’ view of their course and this would provide a better
match with farm family clients. The second simple change is a programme operating out
of Iowa State University, is for graduating students to invite their parents to a workshop
about how they may be involved in the family farm business, when they return home to
the family farm. Thus many of the problem areas in the following model could be avoided.

Driving Forces Restraining Forces
Still need to make a living = — ——  Culture — Patrilineal
Give children opportunities — ——  Don’t know what to do
Wanting to keep family ——  No information

talking together
—  Service providers specialised
Wanting to be fair to all

children — ——  Limited assets (paying out siblings)
Wanting to know parents’ ——  Don’t know what questions to ask
intensions

Don’t know how to plan
To have a happy retirement ——
Don’t know how to approach parents
Feeling needed —
Parents might feel I am ungrateful
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Potential change.

In late 2000, the Victorian State Department of Natural Resources and Environment
(which covers Agriculture, Resources, Conservation and Land Management) set up a
study, to facilitate, ‘Positive Social Change in the Victorian Food and Agriculture and
Natural Resource Management Sectors’, for the next 10 years.

“The broad objective of the project, is to enhance the capability of people in the food and
agriculture sector to manage change”.

The Department believes, that the current extension effort is not sufficient and more needs
to be done, than

“simply building upon traditional activities”, which have focussed, “primarily on improving
Jfarm productivity”. Extension personnel, “will require new understandings about how change
can be effected and the implications of the change they are promoting. A new extension
management framework needs to be designed and include a range of extension personnel
working together”. The project will look at the, “current processes used to share information
between providers and between programs, or if information is not shared, the reasons for this”.

Should this project succeed, it will amount to a major realignment of the service provided
to the farming community. However, the affect of ownership needs to be included.

Change is needed in all components of the model at Figure 4, with major improvements to
be gained by a change in focus to building on what parents have developed during their
lifetime and away from inheritance where non inheriting children siphon off farm capital.

With inheritance the only winners are the non farm children, who have generally done
very little in developing the asset base of the family farm business. Farm families have
told me that they continue the traditional inheritance focus, because they do not know
what else to do, but are receptive to other options. Information and advice to assist them
has not been forthcoming.

My approach to assisting in determining farm family farm succession information needs,
was to ask farm family members to evaluate information I had developed, as opposed to
asking them what information they thought they needed. Much of the information
evaluated in the 5 hour workshops, the farm family participants had not seen or known.
Added to this was that ‘academic’ peers would not accept a paper as being useful for farm
families, even though the paper was developed with the assistance of the workshop
participants. This ‘gap’ in what is seen to be useful for farm families, needs to be urgently
addressed.

“— nice to see a big effort in finding out how the farmers want to learn and what they want to

learn — instead of imposing our/educators opinions on them (farmers).” Rural Counsellor.
A full list of recommendations for change is included in Appendix 2.
Finally,

“I believe we have a good plan in place. But it is good now to see this information coming to the

 »

fore. This is the true meaning of ‘Sustainable Agriculture’.
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Appendix.
Appendix 1. Farm Family member concerns.

® A lack of information available to assist farm families with succession, estate and
business planning issues.

e Many farm families do not know what to do. They do not want to hand over their
farm to a son or daughter and take a pension. They do not know what questions to
ask.

e That the farm is ‘bought’ each generation by the child who inherits the family
farm, by paying out their siblings their ‘share’ of inheritance. This results in a lack
of cash for needed growth.

e Succession and estate planning was seen as the same. Farm service providers also
linked these two very different aspects as one.

e The younger generation not knowing parents intentions or how to approach their
parents on their future in the family business. Communication between the
generations, a major problem. The younger generation did not want to be seen as
ungrateful.

e The family focus is the farm and not their huge investment, until death of the
owner.

e The ‘Forty year old Jackeroo’ position was prevalent. A cash deficit position.

¢ The older and younger generation unaware of each other’s needs and goals.

e There is a dependence on their accountant for choice of ownership structure and
hoped their accountant was right.

e Their accountant treated the parents as the client and ignored the younger
generation.

e There is a dislike of lawyers, as they only work for individuals of a family and this
puts family members against family members.

e The younger generation generally did not understand the ownership position of
the family farm.

e Daughters in law were particularly forthcoming on the impact of ownership in
farm family dynamics. The ‘dreaded daughter in law’ situation. Daughters in law,
in many cases, not involved in family discussion or in the ownership structure.
Resentment, particularly, where the daughter in law worked off farm and helped
subsidise their husband’s wage from the farm business.

e There is significant interest, particularly by farm wives, of both older and younger
generations, in finding out more about ownership structures and how they operate.

® Younger generation, in many cases, not interested in returning home due to seeing
their parents struggle, whilst having a significant farm asset.
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Appendix 2. Research Project Recommondations.
1. Need to establish a central data bank/web site for farm succession research.

2. Rural service providers need to develop an understanding of farmer clients in the
broader context and how their advice will impact the farm business. Need for both
generalist and specialist service providers. The farm family is the client and not a
business opportunity for rural service providers.

3. Government Rural Policy. To assist in reducing/reversing the Rural Adjustment
problem;

i). Rural Counsellors. Funding model needs changing from the 3 year model to a
longer term model to allow for a career incentive. Maintain present role focus,
which requires a generalist position.

ii). Provide equal access (physical and financial) for both research and extension
staff in the public domain to study higher degrees. This is needed to reverse the
historical bias towards research. Extension is of equal importance as research.
iii). Change in University research reporting requirements to the Federal
Government, to include the use of the function served by the research. Present bias
towards mono ‘best’ journals, maintains the focus on specialisation. Research
should serve the nations needs and not just the traditional research position. There
is a need for both positions.

iv). Encourage farm families to look at providing their children opportunities to
grow their farm business, as opposed to reducing farm business equity through
feeling that the parents owe their children an inheritance. Inheritance is a major
cause of the rural adjustment problem.

v). Agricultural training institutions. Presently there is little motivation to change
the traditional focus on course content and structure. Provision of increased
funding to training institutions, who provide for both multidisciplinary research
and inclusion of subjects, appropriate for understanding family farming
requirements, in their courses at all levels of the educational hierarchy.

vi). Accredit service providers to achieve uniformity of delivery of information
services to farm families.

4. Agricultural training institutions.

A mixture of theory and practice is needed. The following is suggested to augment
the present training system;

1). Inclusion of a ‘capstone’ subject in the final year of both degree and diploma
courses to ‘bring the course together’.

ii). Workshops for graduating sons/daughters and their parents in how they may be
involved in the family farm business. Such workshops would provide an
environment for achieving a combining of parent’s considerable skill and
experience with the younger generations considerable energy and enthusiasm.

5. Establishment of a ‘Centre for Farm Family Business Development’.
Farm succession and associated inheritance, is a complex and significant issue of
Australian agriculture. The provision of appropriate information, as determined by
this research will assist some farm families, but is not considered sufficient by
itself to achieve the required attitude change necessary for using techniques
appropriate for ‘growing the farm family business’, as an alternative to inheritance.
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Such a Centre would be responsible for;

i). Developing train the trainer programmes and their delivery and participant
assessment;

ii). Development and delivery of programme packages for farm families;

iii). Development and application of an accreditation standard for those wishing to
deliver training courses under government sponsorship programmes, such as the
‘Property Management Programme’.

iv). Establish and maintain the central data bank/Australian web site mentioned in
Recommendation 1. Such a central data bank is necessary, as many researchers use
a variety of conferences to deliver their research findings and a range of journals
for publication. Searching for such research is time consuming and always the
potential that research may be duplicated as not being aware, that, similar or
perhaps the same research is being carried out by someone else at another
institution. Such a central data bank would show areas where there are deficiencies
of research focus.

v). Encourage service providers, technical, legal, financial and social, to be
conscience of potential conflict and appropriateness of advice provided to farm
families. This will require a focus on the farm family being the client.
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