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Executive Summary

Context for the Mid-Term Review of Farm Help

At the current time a Longitudinal Study to “determine the effectiveness of the Farm Help
program and to identify any improvements to its effective operation” is being undertaken.'
That study is designed to determine the medium to longer-term impact of Farm Help
assistance. Findings from the Longitudinal Study establish a context for this Mid-Term
Review of Farm Help specifically because they provide insights into the outcomes from the
program, whereas the Mid-Term Review essentially asks how to continue to make
improvements to the program, including inter alia:

. what components are contributing to the programs objectives;

. what is the impact of recent changes to strengthening the adjustment focus of the
program,;

. how to improve the take-up of the program and to better reach the target market; and

. consider the interplay between Farm Help and other schemes, and the administration

of the program amongst other issues.

The objectives of the Mid-Term Review and questions to guide the review are discussed in
Sections 1.1 and 1.2.

It is therefore useful to highlight the assessment by farmers and the researchers from the
Longitudinal Study on the effectiveness of the program. What do we know to date? What are
the medium to longer-term outcomes?

The following is drawn from the Longitudinal Study:

. it is reported that participation in the Farm Help program led to positive medium to
longer-term outcomes with 82 per cent of respondents citing important adjustment
aspects of Farm Help. They include a realistic examination of the circumstances of
the farm, undertaking future planning, and serious consideration of future options for
the longer term;

. those who had left farming contend that Farm Help had assisted them to adjust to life
off the farm. Many ex-farmers and their spouses had obtained new employment —
mostly full-time — across a diverse range of occupations and industries, drawing on a
range of skills developed on the farm and through training/study. Leaving the farm
was assessed as a positive change;

. farmers whose financial position had improved following participation in Farm Help
attributed this positive outcome to changes in farming/management techniques
(almost certainly prompted by professional advice) and the earning of off-farm
income. Some 20 per cent of respondents had increased their reliance on off-farm
income in 2005; and

. an obvious and direct benefit was income support assistance which helped get
through a difficult patch. In the longer term Farm Help caused them to focus on
adjustment required to achieve financial viability.

! Farm Help Longitudinal Study: Annual Survey of Outcomes 2004-2008, SACES. Two reports covering 2004 and 2005 have
been completed.

The SA Centre for Economic Studies Final Report: July 2006



Mid-Term Review of the AAA Farm Help Program Page (iii)

The overall assessment of the effectiveness of Farm Help based on responses from farmers
can be summarised as follows:

. the program has been successful in facilitating adjustment, especially given farmers
who access the program are in strained financial circumstances at the time they
access the program, generally because their farms are marginally viable or non-
viable (of the 3,742 farmers who completed a Farm Enterprise Financial Assessment
(FEFA) to March 2006, 57 per cent or 2,133 were assessed as non-viable);

. those survey respondents who had prepared Pathways Plans whilst on the Farm Help
program were now in a better financial position that those who did not;

. setting out options and actions that are designed to strengthen a farmer’s financial
position as is done in the Pathways Plan appears to have been a key first step in
bringing about the improvement;

. access to professional advice and the earning of off-farm income were also actions
that led to improvement in the financial positions of many farmers;

. two-thirds of Re-establishment grant recipients are now in a better financial position
than when they exited the Farm Help program, most of these attributing the
improvement to new employment, debt reduction and/or the Re-establishment grant
all of which are facilitated by the program,;

. professional advice is rated very highly by survey respondents. These findings
suggest the Farm Help program is promoting farmers’ access to advice whilst on the
program and prompting many farmers to continue accessing professional advice once
they have exited the program; and

. participation in the Farm Help program is perceived by the majority of former
participants to have led to longer-term benefits for their farmers and/or families.
That this is the case suggests Farm Help is successful in ensuring farmers make the
adjustments required to ensure financial viability over the longer-term; it is not just
seen as assistance with short-term income support or the provision of monies through
a Re-establishment Grant that has no ongoing benefits. If the latter were the case,
then farmers would not perceive themselves as having derived longer-term benefits
once they have left the program.

The Mid-Term Review (MTR) of Farm Help sought to build upon these outcomes by
addressing eight objectives related to, inter alia, the effectiveness of the program, the impact
of recent changes, the take-up rate and target market for Farm Help and related policy and
administrative matters. We first provide an overview of Farm Help and then summarise the
key findings of the Mid-Term Review. Matters for future consideration are highlighted.

Overview of Farm Help

. Since its inception to March 2006 Farm Help has assisted 9,600 farmers with income
support and 1,170 farmers to exit farming through the re-establishment grant.
Farmers can only participate in the Farm Help program once. This represents 48 per
cent of farmers with an estimated value of agricultural output (EVAO) between
$5,000 and $22,500 or just over 7 per cent of the total number of farm businesses.
This may potentially be close to market saturation.”

“Research and Re-Targeting Farm Help via Linking in to Third Party Providers”, Hassalls, June 2006.
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. Some 85 per cent of income support (FHIS) recipients and 81 per cent of Re-
establishment grant (FHRG) recipients are located in New South Wales, Victoria and
Queensland. Customers are predominantly male (83 per cent of FHIS; 88 per cent of
FHRG), partnered (79 per cent of FHIS; and 70 per cent of FHRG) and aged between
30 and 60 years (72 per cent).

. Re-establishment grant customers are mostly aged less than 50 years (64 per cent)
while income support customers aged less than 50 years comprise only 52 per cent.
This profile suggests that younger farmers are on average, more willing to sell their
farms and move on.

. Farmers who access the re-establishment grant are more likely to be single (nearly 9
percentage points higher than single farmers accessing income support) which
suggests that changes in family circumstances could be a major trigger to leave
farming.

. There is evidence of a slowdown in the take-up rate’ which is primarily due to the
number of locations under EC declarations (note in Section 3.1.2 that 98 per cent of
farmers on EC and 85 per cent of farmers receiving Farm Help are located in New
South Wales, Queensland and Victoria), the return to profitability of some farm
sectors (e.g., dairy) and the availability of specific industry assistance programs. We
provide evidence of the impact of the Sugar Industry Reform Program in Section
3.2.5.

. An insight into the demand for Farm Help is that in the eight months to February
2006 42 per cent of new customers obtained benefits under the hardship allowance.
Over the last two years the number of new customers accessing income support
under hardship provisions has increased from an average of 12 to 20 per month,
principally from regions where EC declarations have expired.

. Other observations about the program include:

- that 90 per cent of farmers access less than $3,500 of FHATS, 50 per cent
spent less than $2,000 and 30 per cent less than EBI,OOO;4

— 563 or 6.7 per cent of clients undertook skills training, principally non-rural
trade related training;

- of the 3,742 who completed a FEFA to March 2006 43 per cent were
assessed as viable, 57 per cent as non-viable;

— the real value of the re-establishment grant has fallen by 15 per cent in the
ten years to 2006-07. The availability of financial assistance, while clearly
valued by farmers in low income situations, is not significant in the decision
to leave farming.’

. One objective of Farm Help is to assist farmers to “take action to improve their long-
term financial situation”, either on or off the farm. Customers of Farm Help include
1,000 farmers aged over 65 and 2,000 aged over 60. Age does not prohibit farm
improvements but some assessment is required as to whether:

— Farm Help is an “easier option” than the aged pension; and

In the first three months of 2006, 97 farmers accessed income support and the grant compared to 150 farmers in the
corresponding period in 2005.

These summary statistics reflect the lower limit of $3,300 which was available under the earlier FFRS. However, the point is
that FHATS are not being fully utilised.

3 This is also supported by information in the Longitudinal Study 2004-2008 of Farm Help customers, SACES (2006).
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- whether the current processes of a FEFA, a Pathways Plan and Case
Management, each designed to encourage and evaluate steps taken by the
farmer to return to profitability are relevant to this group.’

In summary, feedback from farmers who have accessed the program is very positive. The
program and its various components are supporting adjustment in the short and long term.
This Mid-Term Review, including analysis of data provided by Centrelink, information from
the focus groups, other respondents and the survey also concludes that the objectives of the
program are being met. The researcher’s assessment is that there is widespread consensus
that income support and advice and training components of the program are working well,
helping to meet the objectives of the program.

Notwithstanding, the researchers refer to issues and implications arising that are worthy of
further attention.

The FEFA is the substantive document that includes elements of a farm analysis, financial
analysis and prospects, an assessment of the ability to obtain finance, and which can now only
be completed by “prescribed advisors”. The FEFA is also the basis of the farmer and
Centrelink (FHCOs) together laying out the Pathways Plan and Case Management. There
was considerable opinion that the quality of the FEFA had declined since RFCs were no
longer formally involved.

The obvious implication is that if actions and strategies for change are not clearly spelt out in
the FEFA and subsequently incorporated into the Pathway Plan and monitored through Case
Management, then the objectives of Farm Help may be compromised.

Because the key filter to enter the Farm Help program is the financial analysis, including an
assessment of an inability to borrow then consideration could be given to limiting the FEFA
to this key aspect of the farmer’s situation. It was put to the researchers that in many cases
the financial advisor is not sufficiently knowledgeable of the farm enterprise, its description,
marketability and environmental factors. In this way, it may be possible for DAFF and
Centrelink to recommend that a limit be set for the initial financial assessment.

A more detailed farm enterprise assessment could be sought by the farmer using the advice
and training grant. Both sets of advice could be incorporated into a final Pathways Plan.

Current arrangements whereby the FEFA and the Pathways Plan must be completed prior to
commencement of income support is regarded highly. The arrangement provides a full
twelve months to explore options and support the farmer making changes.

The researchers acknowledge that there is no age limit to access Farm Help.
Notwithstanding, we are aware that some 1,000 farmers plus, aged over 65 have accessed
Farm Help and many are aged in their 70s. We have no doubt that access to financial advice
is highly valued by farmers; however the average age of farmers suggests that retirement,
succession planning or leaving the farm will become significant issues in the years to come.
Consideration should be given to the fact that some farmers past the age of retirement use
Farm Help in preference to retirement and the age pension (where eligibility of the pension is
based on the full assets test). It is likely that many aged farmers accessing Farm Help also

One possible reason for excessive use of accountants and the claim over-charging may be that these advisers are assisting
farmers with financial preparation for retirement, assistance with organising non-farming financial assets and advice to access
superannuation or the aged pension.
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benefit most from financial advice and retirement planning and are not intending or are
concerned with making changes to the farm.

Changes announced in the Federal Budget 2006-07 will assist farmers who have had at least
20 years attachment to the land to qualify for the age pension. The changes allow all land on
the same title as the family home to be excluded from the assets test applied to Age Pension
and Carer payments. The exemption is subject to certain criteria; the land should primarily be
used for domestic purposes as the intent is not to lock-up quality farm land from production.

Consideration should be given to whether there is a need for a single program that is
specifically designed to assist farmers leave farming and/or plan for retirement. This may
require an assessment and standardisation of industry programs (e.g., sugar, dairy) that
provide assistance for exiting farming. Alternatively, consideration should be given to
encouraging older farmers accessing Farm Help to use their time on the program to plan for,
and take action, to facilitate their retirement or exit from farming, consistent with the
program’s adjustment objectives.

The mandatory requirements — the FEFA, Pathways Plan (PP) and Case Management —
appear to have had a positive impact for farmers and provided the program with a formal
structure. We have already commented on the importance of the FEFA and concerns
expressed about the decline in the quality of this. Human resource issues will also impact on
the PP and Case Management. The number of FHCOs is limited, while a more arms-length
role for RFCs has meant their contribution to support and work with farmers in the Farm Help
program has declined.

If the FEFA is truly a “reality check and sufficiently confronting” then a farmer will often
need encouragement and continuity of support to implement changes. It is our assessment
that this “opens the door” to more closely involve RFCs. Consideration should be given to
the roles of RFCs and FHCO in the case management and support role.

Take-up Rate: it is clear that the take-up rate of Farm Help has mostly been affected by the
availability of the Sugar Industry Reform Program (SIRP) from March 2004, the number of
farmers on ECRP and a return to profitability of some sectors of agriculture. Rising land
values may also be an important factor. Rising land values have encouraged some farmers to
sell out of farming, others have sold off part of their farm (evidence in Longitudinal study and
telephone polling of farmers). That 85 per cent of the Farm Help customer base is in Victoria,
New South Wales and Queensland and 92 per cent of farmers on EC are from those three
States, illustrates the potential impact on the take-up rate of Farm Help.

That the number of new customers accessing Farm Help income support under hardship
provisions has increased illustrates the demand for the program following the conclusion of
an EC declaration. Evidence for farmers accessing hardship provisions and entry in Farm
Help following ECRP is provided by Centrelink in consultations/focus groups and noting that
farmers are located in the same postcodes.

One important implication arising from this is to continue to ensure that these farmers on
ECRP are informed of the Farm Help program prior to the conclusion of a declaration.
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The real value of the Re-establishment Grant has declined over time. While the availability of
the grant is rarely cited as a key reason influencing the farmer’s decision to exit farming, we
consider there may be a case to restore the real value of the grant and to adjust it annually in
line with inflation.

There was support for raising the current $500 cap on the purchase of computer software.
There seems no reason why this could not be reviewed and raised as necessary.

In relation to engendering a sense of “ownership by the farmer of the grant monies” we
acknowledge that Centrelink has put effort into informing farmers that they should treat these
funds as their own. This advice is not always heeded.” We encourage Centrelink to review
what more could be done in this regard.

To improve outreach and information about Farm Help consideration should be given to
informing all farmers on ECRP about the program (including, subject to eligibility, the ability
to access advice and training) and as well, greater involvement of RFCs in promotion along
with further local level advertising and promotion.

Under EC farmers are generally not required to make changes, to put in place management
strategies or to plan to make provision for the future. Given that there was a common
perception among stakeholders that many farmers on EC would move to Farm Help once EC
declarations are revoked, it may be worth considering whether farmers be supported to use the
time on EC to evaluate their farm, seek advice and training and plan for the future to
encourage improved adjustment outcomes.

One option would be to include these requirements within EC itself and to provide similar
funding support as is available under Farm Help (i.e., $5,500 FHATS) provided the farmer
met eligibility criteria. A second option would be to continue to support EC clients who meet
the eligibility criteria for Farm Help accessing FHATS assisting them to prepare a business
plan, drought or flood management plan and seek advice and training. However, we make no
specific recommendations about ECRP given this is beyond the scope of the current review.

The following items were included as ‘questions to guide the review’:

. the treatment of FMDs and cash assets;
. the use of the scheme by younger farmers; and
. use of the scheme by sharefarmers/leaseholders.

On the first of these, this would require a review of the balance sheet and treatment of farm
assets in Part D (farm enterprise financial information) of the FEFA and Part I (assessment of
the financial position of the farm enterprise) and Part K (recommendations and additional
advice) of the FEFA. Parts I and K relate to recommendations for future action whereby
advice could be provided to draw upon farm management deposits.

SACES, in another recent study of farmers on EC accessing Farm Help Advice and Training, heard from many farmers who did
not act “as if they owned these funds”, but were reliant on their accountant or financial advisor.
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The treatment of Farm Management Deposits (FMDs) and cash assets in the determination of
eligibility for Farm Help warrants further review. In principle, there appears to be no reason
why a farmer should not be expected to draw down against FMDs and cash assets and that
this would be consistent with other applicants for NewStart Allowance (see Section 3.2.1).

The use of Farm Help by younger farmers (particularly very young farmers) is relatively
small. However, the potential exists to design arrangements that could undermine the
adjustment policy of Farm Help and therefore as a matter of principle, we consider that each
case involving younger farmers should automatically be reviewed.

In principle, the same review could apply to farmers in lease/share-farming arrangements to
ensure horizontal equity particularly in relation to the Re-establishment grant.
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