Case Study- Kellock Family Farming Business

 

The Kellock Family in South Australia has introduced a more formal structure to the operation of their farm business, and realized enormous benefits in all aspects of their farming business including financially and in stress-level reduction.

Over the last seven years Greg and Jane Kellock have sought farm business training that gradually changed how the Kellock Family farm business operates. Formal weekly, monthly, and quarterly meetings now occur and the farm business has been helped to deal with finances and budgeting in a business manner. 

“We’re now a professional farming business,” says Greg. “It’s a great tool to have your bank manager talking to your accountant and all working together for a common goal.”

“Our communication has really increased and having strategic meetings and monthly meetings has enabled us to make decision as a business with everybody informed and  making the decisions together,” says Jane. “The left hand does know what the right hand is doing. The improvements to the financial and production side have been great but more importantly the people involved are happy. We have made huge decisions recently in three of the toughest years, and if the people are not happy, the rest doesn’t matter.” 

In 2002 Greg and Jane were farming in the Burra region 150km north of Adelaide in partnership with Greg’s parents David and Beverley Kellock, and his brother Stephen Kellock and his wife Peta. The Kellock Family farming business consisted of ‘Kelvale’, run in conjuction with the leased property ‘Barton Hill’; ‘Thistlebeds’ and ‘North Kings Well Station’; and Jane and Greg’s party hire business. 

‘Kelvale’, at Farrell Flat, consists of 1000ha of undulating country with some low-lying flats and receives an average annual rainfall of 420mm, winter dominant. The enterprises here were stud poll Merino sheep, a dryland dairy and cropping. It was run in conjunction with a lease property of 700ha, ‘Barton Hill’.

”The soil at ‘Kelvale’ is loam over clay with some rocky outcrops, and stock water is mainly underground water, with some dams” says Jane. “It is very open country with very few trees; there never have been from the history books. It is mainly renovated pastures of ryegrass, clover, lucerne. The low lowing areas had salt affected country which has been renovated by the use of tall wheat grass and lucerne to make them into very good balanced pasture.”

“The Merino sheep are SRS-bred; the ewes cut on average 8kg of 21.5 micron wool. We don’t mules and we shear in the autumn; we are trying to get to shearing every six months as we are getting penalised for over-long wool. Lambing occurs June/July.”

 “It’s very cold area and open country,” says Greg. “The problem is that we have a really high wind chill factor, and protection from cold weather is an issue with the sheep. One exposed mob during lambing last year lost 10-15% more lambs over a 3-day cold snap compared to another mob that had cold protection from tall wheat grass.”

“Cropping is no till, direct drill with straw retention,” he says. “We haven’t burned paddocks for fifteen years.  Our rotation consists of five years of cropping (wheat, wheat, field peas or faba beans, wheat, barley or oats undersown with clover) then two years of pasture. We may sow oats and ryegrass for the pasture.”
“Our grain wheat averages about 3.5 T/ha of APW in years of normal rainfall, while the feed barley averages about 3.5 t/ha.”

The dry land dairy consisting of 40 cows was set up by Bev and David in 1967 and Bev ran it, milking twice a day.

‘Thistlebeds’ and ‘North Kings Well Station’ located about 50km away to the east, receive an average annual rainfall of 200mm and run commercial poll Merino breeding ewes. The total area of 11,000ha would normally run 2500-3000 sheep but due to dry seasons for the past six years is currently running about 900 sheep. “We mate in January, shear in April, lamb in June, and tail 6 weeks after lambing starts,” says Greg.

The flat country of light clay soils over limestone has native vegetation dominated by blue bush and black bush with decreasing numbers of grasses. “The blue bush and black bush alone won’t support breeding ewes,” says Greg. “We need to have the balance of native grasses, spear grass and wallaby grass, and native clover. Before 2005 we had low numbers of grass and the bush with some mallee trees and what we want is the balance of the grass and the bush.”

“We have dams and underground water.  Dams are quite limited as we have had not much rain; three out of our eleven dams have water in them.  Of late rain can occur anytime and we always get a response in this country.” 

Greg and Jane owned the Party Hire business in partnership with a friend. “We had invested $2000 each in 1996,” says Greg. “By 2009 it had a turnover of $100,000- $120,000 per year. We employed a manager who spent on average 3 days a week organising staff and loading trucks.” 

“Generally, we thought we were reasonably successful and progressive farmers,” says Jane. “We set stocked, but believed we looked after our country. We worked reasonably well together and thought we had succession under control.”

“We had high input costs,” she says. “We had very few off-farm investments, and we did budgets but nobody stuck to them. Management decisions were made around the table at coffee time. We made major decisions as a family but not in a structured way: no minutes were recorded; it was not an official meeting.”

“ Greg and I began to ask why are we so busy all the time?  We always had limited time to spend as a family.  Why are we handfeeding so much to our stock? Why is our pastoral country growing bush and no grass? Why with all the hours of work we still do not have a better-looking balance sheet? Why do we only pay ourselves enough to survive on?”

Then in 2002, some new ideas were brought to their attention. “We have been running SRS sheep for maybe ten years,” says Greg. “We organised a SRS workshop on our farm at which Andrew Beattie from PrincipleFocus spoke about balance in your farm business.” PrincipleFocus is a professional services organisation that provides integrated training, accounting, financial planning and management consulting to farmers and agribusiness investors.  Beattie’s presentation spurred Greg to do the Grazing for Profit (now known as Business of Farming) course in 2003 and he was particularly struck by the balanced way to look at their business and the benefits of rotational grazing. 

He encouraged Jane to attend a one-day Business of Farming course. “It was hugely beneficial,” she says. “We realized we needed to understand the business better than we did, and look at the business from all the partners’ points of view. The farm business is about more than production; it is a vehicle for the partners to get their goals and visions. There were areas including sustainable production, communication and succession planning where we could improve.”

In 2005 Greg and Jane became involved in a Strategic Focus Board group, organized by Principle Focus. The group includes the members of four other farming businesses from southern SA and an experienced facilitator. “The group is a sounding board,” says Jane. “Each farm business brings along their financial statements and an issue that they are concerned about. The group members then discuss it, sharing their different thoughts and ideas.”

David and Bev were open to applying new ideas to the family business which allowed Greg to start rotational grazing in the pastoral country. Later, Peta and Stephen became involved in another Strategic Focus Board group, with a separate group of farm businesses.

When the drought occurred in 2006 Greg and Jane became full service clients of PrincipleFocus. “We took on PrincipleFocus to help us through the drought year,” says Greg. “They walked us through a plan to get us through to the next season. Then when we were no longer stressed about dry conditions we went back to strategically plan for the next drought. You tend not to make the right decisions when stressed.” 

“Since 2004, benchmarking and business analysis had showed us where the dead wood in the business was, where the profit was and we balanced that with what people wanted to be doing,” says Jane. “Anything not profitable and time wise, that didn’t meet everyone’s goals and visions, went.” 

“When we decided to wrap up the dairy in mid 2005 after our second benchmarking session, Bev had mixed feelings- she’d been running the dairy, milking twice a day for about 38 years. But now she’s glad we were not trying to feed the dairy cows in the last three dry years.”

“We decided to keep the Party Hire business,” Jane says. “We paid out our partner at the time and Stephen came into the business.  We sold it in April of 2009; it had served the purpose of creating some much needed funds off-farm, but it had run its course. The business really outgrew us.”

A new property “Emu Flat” of 1700ha at Keith was purchased for Stephen and Peta at the beginning of 2006. “We decided to buy in a different area as we wanted to reduce our risks relating to area, water, and production,” says Greg. “Water quality and quantity is a huge issue in our pastoral country so we wanted something and somewhere that we didn’t have the risk. We mainly wanted a grazing property and it also produces irrigated lucerne seed.”

Jane says the farm business has improved markedly since 2005, despite the drought years. “We learned that the key drivers to profitability are Gross Margin (GM) Ratio, Turnover (TO) Ratio and Overhead (OH) Ratio. These tools keep our business on track.”

“Our biggest improvement has been our GM Ratio which is 65% (up from 55%; anything over 60% is considered good),” she says. “We also have reduced our overheads and increased turnover. OH Ratio has decreased from 40 % in early 2005 back to 30% now. Our TO Ratio has increased from 12% in 2005 to 17% in 2009.” 

“We made these improvements to our business by making sure our budgets met all the criteria for GM Ratio, OH Ratio, and TO Ratio. We have monthly meetings to check that the actuals match the budget. We stop, check and react to ensure that actuals will meet the budget. If the actual figures show we won’t make our target for income, we decide to slash costs, and find ways to do it.” 

“We have very defined roles within our business. Stephen and Peta manage ‘Emu Flat’ and Greg and I manage ‘Thistlebeds’, ‘North Kings Well Station’ and ‘Kelvale’ with the assistance of David and Bev,” says Jane. “We have 2 staff members, being Nigel Hodge full time and James Alcock part time who are an integral part of our business. They are mainly used at ‘Kelvale’ but we do share labour when required.” 

“Everyone has roles and responsibilities matched to their strengths and what they were wanting to be doing,” she says. “If you like what you do, you do it well. If you have the ultimate responsibility and the buck stops with you, then you will do your very best.” 

“Individually we have established our personal goals and visions, and as a business we have a joint vision and goals. We have formalized our family meetings, taking the ‘family’ out. This way we can be a family when we need to be a family.” 

“We have a weekly meeting with the staff (Working in the Business, WITB) where we plan for the week ahead using a whiteboard as a planning tool that hangs at the back door.”  Jane says.

“Each month we generate our Monthly Business Position Statement that goes to our consultant Chris Shied. We hold a monthly meeting (Working on the Business- WOTB) by phone hook-up between the six members and Nigel Hodge, our full time staff member. At the WOTB we discuss more strategic things using a formal agenda.  We review notes from the last meeting; we each rate ourselves in key areas such as stress and family balance in order to check no one is feeling under the pump and finding things very difficult. Then we review a production report, check the grazing charts, and deal with any other business. Then to end on a positive note we have a pat-on-the-back for someone and then set the next meeting. All financial decisions are made with the six members of the family board.” 

“At our quarterly board meetings the consultants are involved- accountant, bank manager, farm consultant, financials advisors, or whoever is needed for the topics we are addressing,” says Jane. “These are real strategic meetings, looking at ratifying our budgets (that is, set them for next year, checking they meet all the targets), partnership agreements, or succession planning.” 

Jane says the farm business now has a holistic blueprint addressing all issues relating to The Five Business Ps (people, production, pecuniary, profit and property). “It’s great we have the blueprint, it is an ever changing document,” she says. “Decisions and policies have been made that address the main risks within the business, including drought, grain prices and key people. We don’t have to stress about those decisions because they have already been made, leaving headspace for other stuff.” 

Jane feels strongly about the importance of a professional approach to their farm business. “Where would you have millions of dollars in assets and not hold meetings about it and have to answer to your shareholders? A board must be accountable to the shareholders and also to the environment. Our children are shareholders of our farm business, traditionally agriculture focuses so much on profitability and production and miss people and property (environment).” 

“We learned the benefit of goals and visions. Now we are all going in the same direction, and everybody is aware and has had input into them. When the hard decisions have to be made we refer back to them. Goals are your guide- life, personal and business.”

The Kellocks have decided on ways to provide for the welfare of the people in the business. Ongoing education is important, as are personal and business goals, down time, and off-farm investments. “We have given ourselves permission to have some time off, and have had some great family days,” says Jane.

The farm business made changes to grazing practices, including rotationally grazing the pastoral country from 2005; using grazing charts; focussing on groundcover, pasture/herbage species and matching stocking rate to carrying capacity in addition to looking at livestock performance. Greg says destocking decisions are based on grazing charts and visual assessment of feed on hand. “We choose to destock early rather than handfeed.” 

Jane says in 2008 they introduced pasture-cropping at ‘Kelvale’ to reduce production risk. “About 10% of our cropping area was put in really early to give us an opportunity for early grazing, hay or harvest. Oats and ryegrass were dry-sown into regenerated salt flats and lucerne flats. We continue to do pasture trials to investigate the best pasture suited to our environment” 

“To improve cold protection for the sheep we have found that saltbush plantings around outside of paddocks helps, and tall wheat grass is pretty effective,” says Jane. “We are investigating the effectiveness of planting saltbush in a circular pattern in permanent grazing paddocks.”

Introducing new grazing practices at ‘Thistlebeds’ and ‘North Kings Well’ over the last five years have had positive results. “Our native grasses have started to come back and we are getting a more balanced diet for our stock,” says Jane. “We are getting better ground cover, this has of course been limited because of the season. Our grazing charts are telling us that we need to keep destocking until we get rain.” 

“Because it was so dry this year at ‘Thistlebeds’, we weaned the lambs when they were ten weeks old, bringing the 1300 lambs into the feedlot at ‘Kelvale’,” says Greg. “We fed them barley and grain buffers, developing the lambs’ rumens and getting them through that period. 

“When we pregnancy-tested the ewes back at ‘Thistlebeds’, we found 87% of the ewes were in lamb so weaning the lambs into the feedlot was successful. If we hadn’t I don’t think there would have been very many ewes in lamb at all. In the future I would probably hold the ewes and lambs together at ‘Thistlebeds’ for two or three days training them on grain to take that stress out before weaning the lambs. The ewes take grain readily enough.” 

A succession plan was enacted prior to January 2009. Now David and Bev are no longer part of the farming partnership, but will be retained as consultants within the business. A new partnership agreement was drawn up between Greg and Jane, Stephen and Peta, and we are now moving towards planning for the next part of the plan.

