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STIPA is not an acronym. The association was named after the Stipa genus of grasses, now
Austrostipa. One of the St i psadmsnonly known as spear grass. At its inception in 1997, the association
aimed to spearhead a change in attitude to native grasses. As that change is occurring, Stipa continues to
promote the use of native grasses to achieve profit from a healthy landscape.

Stipa Native Grasses Association (ABN 42 300 161 459)
www.stipa.com.au
Chief Executive Officer: Graeme Hand
150 Caroona Lane, Branxholme Vic 3302
M: 0418 532 130
E: graeme.hand@bigpond.com

Chair: Annabel Walsh E: annabelwalsh@moorna.com.au

Treasurer: George Taylor E: gandktaylor@activ8.net.au

ADVERTISING RATES All prices include GST

Size of advertisement:  Price per issue Annual price (2 issues)
Quarter page $55 $95 ($47.50 per issue)
Half page $110 $190 ($95 per issue)

DISCLAIMER & While every effort is made to publish accurate information, Stipa Native Grasses
Association Inc. accepts no responsibility for statements made and opinions expressed in this newsletter.
Furthermore, Stipa Native Grasses Association Inc. accepts no responsibility for results or perceived
results on individual properties as the implementation of any management system is ultimately the
responsibility of the landholder.
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From the Chair
Annabel Walsh

Who owns the carbon
credits?
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From the CEO

Graeme Hand

Photo By Lucy Hand

In this report:

il

Successful application for the
Action on the ground program
Bengworden (East Gippsland)
Caring For our Country Project
complete

Profitability of native grasses in
grazing

Trial of producing the Stipa
newsletter in electronic form
Staff changes

Future articles

Action on the Ground Project

The Australian Government has
recently announced that Stipa has

been successful in obtaining funding
to run a 3 year project titted A So i |
carbon sequestration through

|l andscape function
This project is supported by funding
from the Australian Government
Department of Agriculture, Fisheries
& Forestry as part of its Carbon
Farming Futuresd Action on the
Ground program. This is great news
and has provided on going funding to
confirm and promote native
grasslands as the solution to many
environmental problems. The project
will be over at least 12 farms in NSW
& Victoria. There are opportunities to
expand this into other areas and
states at low cost if funding from other
sources is combined with this funding.
If your CMA, NRM board or other
organisation is interested let me
know.

Project updates will be posted as
monitoring and results become
available.

Bengworden Regenerating
Perennial Grasslands Project

This project in partnership with the
Bengworden Landcare Group was to
develop management skills to
regenerate perennial grasslands
(combination of native and introduced
perennials). The project was funded
through the federal governments
Caring for our Country Sustainable
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Farm Practices programme. For
further details please see article in
body of the newsletter.

Electronic Newsletter Trial

Due to the cost of producing a paper
newsletter a trial is to be run on
publishing an electronic newsletter
thus allowing for more frequent
updates. If you cannot access an
electronic version or would like to go
stick with a paper newsletter please
let me know.

Profitability of native grasses

Frequently advisors, agronomists and
consultants cannot see how native
grasses can be profitable in grazing
enterprises. The typical comment that
I receive is that
mi ne have to make
had a look at what drives profit in a
grazing enterprise and will try to show
in a series of articles that in many
situations native grasses will be
equally if not more profitable than re-
sowing introduced grasses and plants
and cropping.

Staff changes

Debbie Milne has been working part
time for Stipa for just over a year but
has decided to leave to concentrate

with her husband Steve on their own
consultancy business "Richmond Hill
Agribusiness Pty Ltd".

Debbie said fAStev
just completed some post graduate
study (Steve a Masters in Animal
Breeding Management from Sydney
University and myself a Graduate
Certificate in Rural Science
(Agricultural Consultancy) from
University of

AfWe could see a n
farmers better utilise the latest
technologyd she s
such as O6Lambpl an
6Merinoselectd ca
gain and greater profits. Electronic
tags in stud and commercial sheep
enterprises are also opportunities for
better management
services Debbie and Steve offer
include individual advice, training and

based workshops such as 'Ram
Select' and 'Bred well Fed well'. For
more information call Debbie on 03
55786327 or 0407 724066, or email
sidimilne@bigpond.com .

| would like to thank Debbie for her
work and assistance

Future Articles

| currently have on the list for the
December newsletter the following
articles: Weaning lambs on native
grasslands & Profitability of native
grasslands. Let me know if you have
any other topics.
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Action on the Ground Project

Demonstrating practices that increase soil carbon

The Australian Government has confirm and promote native
recently announced that Stipa has grasslands as the solution to many
been successful in obtaining funding environmental problems, including
to run a 3 year pr oinceessing sequdstragofl of Bafbeniinl
carbon sequestration through soil. The project, which is a
landscape functi on pafihership With S\eimey Wniversity,
This project is supported by funding will be over at least 12 farms in NSW
from the Australian Government and Victoria. There are opportunities
Department of Agriculture, Fisheries to expand this into other areas and
and Forestry as part of its Carbon states at low cost if funding from other
Farming Futures i Action on the sources is combined with this funding.
Ground program. If your CMA, NRM board or other
organisation is interested let me

This is great news, and has provided

. . know.
ongoing funding (to July 2015) to

Col Seis explaining the trial site set up at a farm in North East Victoria, July 2012.
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The basis of this project is to use management practices such as modern
grazing management and pasture cropping to intensively regenerate perennial
native grasses back to high function, structure and diversity on a small area of
the 12 properties.

Based on previous Stipa work, the data and information to be collected is
expected to show that managing perennial native grasses for landscape function
and diversity will quickly improve soil health i.e water infiltration, nutrient cycling
and resistance to erosion while increasing soil carbon storage.

Difference in soil cores - perennial native grasses (top) or annual plants

The management will be based on close monitoring to ensure that perennial
grasses have fully recovered before being grazed again. Several of the sites will
be also treated with an overlay of both winter and summer multispecies pasture
cropping. The plan is to use the sites for field days for Stipa members as well as
promoting the profitable regeneration of native grasslands and how these grass-
lands can increase soil carbon and improve soil health.

If you have any questions, please contact me.
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Never take advice or Why grazing native
grasses is more profitable than re  -sowing or

cropping.

Graeme Hand

Article 1 Risk & Agricultural
Economics

Frequently advisors, agronomists, staff of
state departments of primary industries
and consultants cannot understand how
native grasses can be profitable in grazing
enterprises. The typical comment that |
receive is that
have to make

| am confident that managing native
grasses with modern regenerative grazing
and pasture cropping is equally if not more
profitable than current pasture
management and current cropping
methods that rely on bare ground between
the plants. To justify this comment takes a
fair bit of explanation so this will be a
series of articles with this first one
exploring the impact of risk on agriculture.

The key points below are referenced and
supported in the body of the article.

Key Points:

9 Much of the discipline of current
agricultural economics appears to be
unable to cope with the complexity of
agriculture and repeatedly fails to take
into account farmer risk

9 It appears that the main reason for the
inability to cope with risk is the static
methods of financial analysis

f As much fAbest
not take risk into account. This means
that farmers need to trial first to ensure

Aunl i
moneyo.

practi qflos

that loss making farming practices are
not adopted

Risk

Reports and personal communications
clearly show that risk is a major problem
for many farmers in terms of advice and
designing enterprises. The current static
measures of financial performance (gross
knargins,owfit anél Gash mergirs) deniotn e
allow for risk and almost certainly result in
flawed advice and a low level of
successful farming?®.

Risk-adjusted cash margins seem to be
the only measure which show the long-
term, cumulative effects of the enterprise
mix on the bank balance®*.

The following is a reply from Tim
Hutchings who has just completed his PhD
on risk in agriculture. | asked about his
thoughts on 100% grazing businesses. His
final line | found very disturbing.

Graeme,
| purposely restricted my research to
mixed farms, where | saw the biggest
threat. Hence | did not get lower than 30%
crop. My figures show that you can run a
relatively risk-free situation with grazing
only, so long as:
1.The fixed and capital costs are low. Both
upside and downside variability is less
for grazing than for cropping, so it is
easy to develop a cost structure which
exceeds the income over a range of
rices and rainfall scenarios. As long as
1 Sost8 A1 thEn IS SHarms il
have more stable margins with grazing
than with cropping, with fewer
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compounding losses.

2.Grazing enterprises will not support
much debt. However, because of the
relative lack of risk, and lower costs,
grazing farms are less likely to develop
large debts.

3.Grazing enterprises only work in
climates with either extremely low costs
(rangelands) or high rainfall areas with
low rainfall variability (along the coast).
In the latter case these areas both
support a. the higher stocking rates
needed to cover the fixed costs, b. have
fewer droughts, and c. have low feed
costs in a drought.

These conditions lead to the problem that
high-cost mixed farms, which need to
reduce their exposure to risk, cannot
tolerate the risk associated with cropping,
and cannot make money by diversifying
into the lower risk grazing enterprises.
Catch 22. Similarly grazing businesses are
unlikely to earn sufficient money to buy
extra land, or to finance the loans. Catch
23. Hence farms are unlikely to increase
scale by increasing size i in fact the
opposite is the case because loans cost
9%, and the purchased land returns <3%.
Both these points show that agricultural
businesses are now facing a new
paradigm ie.

1. Productivity has stalled, because most
farmers are achieving close to the
practical limits of water-limited potential.
2. Costs are increasing by at least 3% per
year (inflation). Because costs and income
are about equal, this suggests that
productivity will need to increase by at
least 3% to match the rise in costs. That is
very unlikely in grazing, and almost
impossible in cropping.

3. Debt is out of control, because of the
cumulative effects of the drought of the
last decade. Farm debt has increased
exponentially at nearly 9% per annum
since 1965, suggesting that few farmers
have repaid any debt over that period.

4. Land values are falling, both because of

consolidation after the bubble in values in
the six years pre-GFC, and because few
farmers can afford land because of their
high debt. There have only been 3 clearing
sales advertised in this area in the past
year. We used to see three a month.

As a result of these factors farms will
inevitably run out of margin, unless prices
increase. | think that cropping farms ran
out of margin sometime in late 1990s.

I have discussed all of these issues at
length in my thesis, which shows that most
dryland farms in SE Australia have
unsustainable risks of loss.

Regards,

Tim

The advice presented in many industry
publications suffers from this poor
understanding of risk as Mark Gardner
(Lead coach, consultant and co-owner of
Vanguard Business Services, Dubbo,
NSW) explains bel ow.
reply may provide hope and future
direction for agriculture which | will explore
in the future articles.

Géday Handy

Excellent timing.

| reckon we need to shift the thinking on
profit. While everyone needs profit to
survive and achieve their goals within a
triple bottom line context (holistic context)
what is killing people is risk.

The models out there for profitability
enhancement no longer may be relevant
for such a dynamic world in which
agriculture is facing. Most of the traditional
approaches to profitability enhancement
focus exclusively on improvements in
production that is, achieving more from a
groaning, stressed and declining resource
base. The only way that this can be
maintained is through an increased level
of farm inputs, such as fertiliser, energy,
seed, labour and machinery.

This is where the traditional models fall




Stipa Newslelter

Number 48 Page 12

down; Fertiliser is no longer $280/t, Fuel is
no longer 80 c/l, labour is no longer either
plentiful or available (or often of the
desired quality) and machinery prices are
very expensive and the cost of family living
and education has skyrocketed. To try and
recreate a model of production based on
the old model, by attempting to recreate
the past, unfortunately may create a failure
to achieve any level of profitability, let
alone massively increase risk.

The contemporary approaches to
profitability enhancement recognise
current reality and do not dwell in the past;
Commodity prices are not excessive,
capital is scarce, stock numbers are low,
costs are exorbitant and climate is
variable. The managers of the land are
tired and stressed and they want an
easier, lower stress way of doing things.

They are sick of worrying about the
overdraft, the bank manager and their
future. They are reclaiming their futures by
redesigning their farm business
approaches to better suit current and
future reality.

Some of the things they are doing are:
1.They focus on profitability enhancement
through smart substitution of high cost
technological solutions with lower cost
more natural tools, the most powerful of
these being recovery of perennial plants
through planned grazing management.

2.They realise that perennial pastures
provide the best way to improve land
health and that perennial pastures can
be created in a low cost way through
contemporary grazing management
approaches and smart regenerative land
management decision making.

Using contemporary grazing management
approaches can regenerate land in a far
lower cost way than the traditional
methods. A recent industry report
indicated that the breakeven point for

traditional pasture renovation was some 7
years. Contemporary land managers see
this as being too long, too risky and does
not compare well with alternative choices
that land managers have for their capital,
such as investment in low cost electric
fencing, livestock or debt reduction.
Unless land managers embrace some of
the contemporary grazing and land
management techniques available to
reduce the impacts of rainfall variability;
such as ground cover management,
reliance on lower cost native perennial
grasses with enhanced biodiversity (grow
feed when rain falls, regardless of the
season), plan their grazing to have a
longer recovery period for perennial plants
to mitigate against the rainfall variability
(min. 120 days preferably longer
depending on a range of factors) and are
prepared to slightly adjust their stock
numbers to match feed ahead. They must
Graze Plan to allow feed budgeting to
occur, this is an essential part of the new
land management paradigm.

Many land managers are finding the
productivity increases (income in for cash
out) allow them to enter a new paradigm of
profitability. This
increaseso which is
meat per ha, with No regard for the costs
associated with the production.
Understanding this is central to creating a
new business model of profitability.

There are real opportunities for branded
marketing using natural approaches to
land management and many landholders
with the skills are taking advantage of
these to improve profits. There is a
fundamental shift occurring which negates
economies of scale, by shifting production
into a higher value area. One central west
NSW farmer makes more from their 100
goats from 100 acres than they do from
the 4000 acres of traditional and well run
farm lands. Regards, Mark

me a
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Risk -adjusted cash margins

| found that the graph below gave me the clearest idea of why farming is struggling to be
successful. This graph (fig 4.4) from Tim Hutchings PhD is for a northern Mallee farm in
Victoria showing that even though the static measures do not appear too bad the cumula-

tive result is a significant decline in farm equity.

Components of cash fiow
1990-2007

Risk of loss

Graph below shows the risk of losing money for mixed farming between 1920-2010. Tim

Hutchings highlights that this is most likely understating the actual risk

Figure 4. Risk of loss, i.e. negative decadal cash margin
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Source Reference 3
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Complexity Conclusion

It is clear that agriculture is more complex It appears clear that current static

than many businesses and one definition agricultural economics and associated

that has been used for agriculture is: ibest practiceodo is | ead
risk is either poorly understood or ignored.

AWhen there are many complicated

decisions combined with risk, uncertainty Trialling, at levels that do not put the

and social factors the decision is complex business at risk, seems to be the only way

not merely 'compl i cat e tbaheckifa practice will be profitable for
you i.e. never take advice check for

This is an important point as when yourself

making complex decisions there are no

right answers® and many practices such In the next article | will explore what

as fertilizer, herbicide and area cropped practices successful Stipa members are

have fAflat payoff cur usngtodreduee andenanagesiskand | ar

profit over a wide range. This means that fifkeep more moneyo.

farmers have a wide margin for error and

flexibility to pursue outcomes? such as Contact me if you would like to discuss this

native grassland regeneration and article further

social / community activities.

Source Reference 2



