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MANAGING DAIRY FARM BUSINESS GROWTH 

 
Presented to Positive Farmers Conference               Limerick 2012 

 

By Donald & Maree Anderson 
Dairy Farmers Taranaki, New Zealand 

 
 
 
 
 
Business Structure 
 

Our business involves three Dairy Farms and a Dry Stock unit at Rahotu in Coastal 

Taranaki, totaling 505 ha plus a small rural Supermarket.  We also have a share in a 

Partnership Farm 50 km away totaling 190 ha. In all calving 1600 cows. All farms are run 

by Variable Order Share Milkers. 

The 505 ha is made up of twelve land titles. 

 
Time Line  
 

Since leaving school in 1977 it took twelve years on wages and Share Milking to 

accumulate enough capital for a deposit on our first farm. Five years later we purchased 

our second farm and over the following twelve years purchased four more farm’s which 

included eight more land titles some of which we amalgamated to our existing farms. 

This was followed by the development of the partnership farm in 2007 which allowed our 

business to keep growing with out tying up too much capital. Then in 2009 the purchase 

of the local Four Square Super Market. 

Main point to note is the 25% equity growth year on year compounding from 1988 > 

2008. 

 

Today we are going to explore the concept of building a platform for growth. 
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A TOP HEAVY BUSINESS STUCTURE BUILT ON A SMALL BASE WILL 
EVENTUALLY CRUSH YOU 

 
Graph one shows if the business is top heavy without an adequate base it will eventually 
crush you. 
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Graph two shows the bigger and stronger the base the further the business can sustainably 
go. 
 
 
 

 



 74 

Pasture and Feed Management 
 
We have always aimed for the maximum possible pasture utilization by our cows, 

without processing any pasture through machinery. We are always trying to consistently 

achieve 80% utilization. Supplements are added only to fill feed gaps with strict budget 

controls and costing of purchased feed. We use feed budgets and regular monitoring of 

pasture covers and growth rates. 

We work as closely as possible with our natural resources taking advantage of our 

temperate climate, regular rain fall and free draining fertile volcanic ash soils. 

 
Animal Management 
 

Our animal health costs are less than 1/3 of the New Zealand average animal health costs 

per cow. Last season we spent $25/cow, the New Zealand average was $86/cow, that is 

50% of New Zealand farmers spent more than that. Our health expenditure is targeted on 

prevention, with the bulk of our spending costs being teat spray, magnesium products and 

some dry cow therapy. We have little mastitis or lameness and also the benefits I spoke of 

earlier of a successful fertility program. We are continually upgrading skills, pay 

attention to detail and keep good records. I am wary of some technology that appears to 

be ignoring some of the basic animal husbandry skills that are so vital to the successful 

running of a dairy business. 

 
Financial and Budgeting Skills 
 

It is very important to have the time and skills to do a budget and regularly update and 

monitor it. We always know our financial position so we can move quickly to assess any 

opportunities that arise and fit into our business plan. It is important to know the link 

between the feed budget and the financial budget as they go hand in hand. Cashflow 

budgeting is important so there are no surprises, so that early action can be taken to 

address any monthly cash shortfalls. We have never budgeted on capital gain when doing 

due diligence. All businesses purchased had to be able to stand on there own feet. We 

have never budgeted on doing more production than what the previous owner achieved, 

perhaps a conservative approach but one that has stood us in good stead. Prioritizing 

financial resources sometimes means hard decisions have to be made and you need the 

courage to make them. 
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Business Plans and KPI’s 
 
In 1990 we did a serious comprehensive business plan with the help of our business 

advisors, the tough financial environment at that time really forced us to scrutinize 

ourselves, our business and work life balance. The 1988 – 1992 period was very volatile 

financially in New Zealand our interest rates went from 12% to 18% the dairy payout had 

a forecast drop of 25% and we didn’t have the banking products available that we do 

today, land values also dropped. We had an opportunity to sell our first farm and relocate 

to the South Island and own twice the size business; however we decided we wanted to 

stay in Coastal Taranaki and so we put a stake in the ground. We then worked out how 

many milk solids we need to produce enough annual profit with moderate debt levels to 

achieve the lifestyle we wanted for our family in fifteen years time. This became the basis 

of our business plan. The plan is updated annually as our goals develop and change. 

The number one KPI (key performance indicator) for us is Equity Growth: The reason is 

because it is the result of all our hard work, it is our retirement fund, it is our buffer 

against poor production seasons, or low pay outs and we can use it to grow our business. 

The next KPI is our annual cash profit. 

Followed by our cost of production per KgMs (excluding labour)  

Also important KPI’s are Return on Capital and Return on Equity. 

Milk solids per cow and milk solids per hectare are way down the list and we take very 

little notice of them. 

We use these KPI’s to bench mark our business not only against other farming businesses 

but also against other outside investment opportunities.  

 
Employer and People Management Skills 
 

I will comment on two areas on this large subject: 
  
Compatibility and Tolerance 
 
 

Compatibility 
 

We may have two or more people with the skills to make the business operate but it 

probably won’t work if personalities clash. A handshake is a great start but it is not 

enough. After a period of time sometimes less than twelve months situations can change. 

People become stressed or under pressure financially and their interpretation or accurate 

recall of a conversation can be quite different from the original understanding. Write it 

down, right from the start so that we can eliminate misunderstandings as much as 

possible. 
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Tolerance 
 

The realization especially in farming that there are many ways to achieve the same result. 

The chance’s are, the person farming next to you with similar land, climate and cows will 

be doing something different to you and maybe achieving the same or better results. The 

skill learnt from experience is knowing when to say something and give guidance and 

knowing when to let someone possibly make a mistake which may cost you money but in 

the long term could be a lesson well learnt for the benefit of both parties so we are always 

keeping an eye on the big picture. 

 

Solid Capital Base 
 

Comes from saving money, making sacrifices, choices and investing wisely to build that 

initial pool of cash by earning more than you spend. 

We didn’t pay the high interest on Credit cards or use Hire purchase. 

Debt to equity ratios depend on your appetite for risk. When we were growing quickly we 

had 40% equity and 60% debt therefore we were using a lot of other peoples’ capital. As 

we consolidated with capital gains through productivity and debt repayment we got to 

70% equity 30% debt. 

We maximize appreciating assets and minimize depreciating assets; we have little 

machinery our assets are in land, cows and shares.  

 

 
 
 
This picture here demonstrates our low cost structure as every month I deliver 20litres of 

diesel to each farm but most months they don’t use that much apart from harvesting 

supplement and possible feeding out in the winter.  
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Honesty, Integrity, Attitude 
 

The dairy industry is very small and your reputation is so very valuable. Reputation is 
very important in gaining quality advisors. One of our aims when starting off was to 
make ourselves into clients all bankers would want to have. No one forced us to sign a 
mortgage we accepted the responsibility and had to prove ourselves which meant debt 
repayment was our number one priority. 
 
Advisors, Mentors, Family 
 

Listening, taking advice from others and surrounding ourselves with successful positive 

people. 

 
Summary 
 

A solid base with a good understanding of the core skills required will provide the 

platform for expansion if that is your goal. 

 
 
 
 
 
 
 
 
 

FARM SALES ON OUR ROAD

• MID KAHUI ROAD 10 KM’S LONG
• A TYPICAL TARANAKI RURAL ROAD IN A DAIRY FARMING 

AREA
• 30 YEARS AGO 25 FARMS
• ALL BAR ONE HAVE CHANGED HANDS
• 1 FARM HAS HAD 5 OWNERS
• 2 FARMS HAVE HAD 4 OWNERS
• 6 FARMS HAVE HAD 3 OWNERS
• 15 FARMS HAVE HAD 2 OWNERS (13 SOLD TO FAMILY)

• 1 FARM HAS HAD 1 OWNER

• NOW THERE ARE 14 DAIRY FARMS ON THE ROAD 
• 10 OF THE ORIGINAL FAMILIES ARE STILL ON THE ROAD
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