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Executive Summary

During 2007 the AERU at Lincoln University was commissioned by MAF Policy to
investigate aspects of the Socio-Economic Status of the South Island High Country. The
research involved analysis of secondary data on farm viability, personal interviews of 36
high country farmers, analysis of census data, and discussion with farmers and
community representatives about change in high country communities.

Data from the Meat and Wool New Zealand survey of Class 1 High Country farms and
from the MAF Farm Monitoring South Island Merino model were reviewed to examine
the financial position of high country farms during the last decade. These showed that
low real wool prices for most of the period, and in the last two seasons low lamb prices,
combined with stable, and more recently increasing, real farm costs, have meant that real
cash farm surpluses have been at or lower than $100,000 since 2003/04. This level is
unlikely to be sufficient to meet the costs of taxation, principal repayment, development,
net capital purchases and personal drawings, which leads to the conclusion that the
average South Island high country farm is not economically viable without outside
injection of capital.

Income from wool remains the major source of income on these farms although there has
been a move toward lamb finishing since the previous decade, which has reduced the
reliance on wool on the average farm (approximately 53 percent on average during the
last decade compared with 60 percent during the period 1990/01). As farms with major
diversification away from traditional pastoral enterprises are excluded from the surveys it
is not possible to determine how much alternative enterprises are contributing to the
viability of these.

It appears that high country farmers have exhausted their traditional capacity to reduce
farm operating costs in times of low incomes. This may be due in part to the length of the
period during which incomes have been low, and in part to the fact that many are now
locked into more intensive production systems, which have less flexibility of input use
than the extensive systems of the past. The costs of debts servicing (interest and rent)
have risen significantly in recent years, despite the fact that for most farms, rental
increases have yet to be implemented for Crown Pastoral Lease (CPL) land.

Thirty six properties, located in Otago, the Mackenzie Basin, Canterbury and
Marlborough, were visited during the survey. Their owners were interviewed about a
range of issues including farm performance and viability, present and future development
activity and opportunities and the constraints on these, their involvement with tenure
review, and their views about community and lifestyle. These properties were diverse in
size (2,000 to 40,000 hectares), stock policies and the intensity of farming systems.

Almost a third of the properties surveyed are in freehold tenure as a result of tenure
review or earlier initiatives. Most of the remainder are a combination of CPL land with at
least a small proportion of freehold. Twenty two percent of surveyed CPL farms have
undergone tenure review, or accepted the substantive proposal to do so, 26 percent have
been withdrawn from tenure review by the Crown, 18 percent have chosen not to enter
tenure review, and the remainder are working through the process. This is consistent with
the wider LINZ data on the status of tenure review.



Succession appears to be the key driver for participation in tenure review followed by a
desire to end the uncertainty associated with rental reviews or with the CPL system in
general. Many considered that the CPL system is the most appropriate manner for New
Zealand to manage most of the high country. Those who had not entered tenure review
were those for whom the balance of the property would be destroyed, who saw no
advantages in tenure review and/or had serious concerns about the management of
vulnerable land returned to conservation.

The main operating constraint for high country farmers has been sustained low incomes
followed by the physical and climatic constraints imposed by the environment in which
they farm. These are the traditional constraints of high country farming, but more
recently tenure review and compliance issues have also been identified as constraints by
some. Compliance issues are a particular concern of those in Queenstown Lakes District,
although farmers in other districts perceive them to be inevitable in future. More than a
third of those interviewed consider the financial viability of their properties to be at
considerable risk and are concerned about survival. Of the 22 percent who consider their
viability to be totally secure, many attributed this to their debt-free situation. The
remainder felt only somewhat vulnerable, or believe that they will be able to survive.

Most high country farmers have undertaken some land or infrastructural development in
the past five years in order to improve farm returns or the returns from earlier
development, but this has been relatively small-scale on most farms. The majority have
also undertaken some change in management systems with 36 percent reporting increased
emphasis on lamb finishing, and almost a third have significantly reduced or got rid of
wether flocks. While the impacts of development and management changes on farm
viability have been positive, for many it has not offset the impacts of low product prices.
The main factor taken into account in development decisions is return on investment but
the limitations of the land and farming environment is also of importance, as are personal
and family preferences.

While the majority of respondents have not explored opportunities for development in the
medium term in detail, most consider that their properties do have such opportunities.
Three quarters believe that their properties have potential for commercial development of
tourism/active recreation because of their location and/or natural attributes and almost a
third are involved in these activities to some extent at present. Half reported that there
remain opportunities for significant intensification or development of pastoral agriculture,
although only four of these saw this as the only feasible option, and a third had identified
some potential for viticultural or horticultural development. A diverse range of other
opportunities were also identified. To date only five have firm plans for comparatively
large scale tourism developments in the near future, and only three had seriously
considered viticultural development as an option for themselves or for their families in
the medium term. Most of those interviewed are over fifty years of age and are pastoral
farmers by inclination and experience. They generally consider larger-scale non-
traditional activities as opportunities for the next generation. Succession and improved
farm viability were each cited as the main drivers of future development by 60 percent of
those interviewed. The main constraint on development identified by the largest group
(52 percent) was the availability of funding, and the next largest group (34 percent)
reported that they were still developing and had yet to get to these options.

Despite the pressures reported, the majority of farmers are positive about their way of life,
although many spoke of the increasing workload and stress levels. Most plan and/or hope
that their families’ involvement with their properties (on average properties had been
farmed by the family for 53 years) will continue.
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High country farmers define their communities in a diverse range of ways but for most it
is a relatively small local area comprising local high country farmers and often a local
township. The sense of community differs between localities. The only change in local
community that has affected many farm families is sense of the growing urban/rural
divide, and a considerable number feel increasingly alienated from their immediate
urban/semi-urban neighbours and from the wider New Zealand community.

Recent census data show that the high country population (as defined in Appendix 1) has
grown more rapidly than the national population during the five years from 2001 to 2006.
This growth, however, has been concentrated in relatively small areas of lifestyle and
residential development round Lakes Dunstan, Hawea, Te Anau and Wakatipu, while
other areas have had stable or declining populations. The population now includes more
people in the 60 plus age group as there has been some reversal of the trend toward
people moving out of the high country as they reach retirement age, with the development
of lifestyle blocks and rural residential developments.

Agricultural and fisheries workers still comprise the largest proportion of the population
(32 percent) but the proportion of tradespeople in particular has increased significantly in
response to large-scale development in areas such as Queenstown, Wanaka and
Cromwell. This is reflected in the area’s education profile which shows that the high
country has a lower proportion of unqualified people in its work force than nationally, but
a much higher proportion of people who received a formal but non-university
qualification after leaving school. The income data available on the high country
excludes meshblocks with small populations and consequently, almost certainly, many
high country farmers. The remainder of the high country population now receives higher
personal incomes on average than the national average, although the converse was true in
1996. While the median household income in the high country is similar to the national
average, the proportion of high country households with household incomes over
$100,000 is slightly lower than the national proportion, and the proportion in the lowest
income group slightly higher. This gap has closed considerably over the last ten years.

The farmer and stakeholder interviews found that a number of towns, townships and
localities in or near the high country are experiencing significant social change as a result
of lifestyle, vineyard and commuter developments. While this trend is sustaining the total
population levels, many of the new residents have limited contact and empathy with
pastoral farming. The extent of high country farmers’ participation in these new
community structures varies considerably and they participate as individuals, not as a
major community group.
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Chapter 1
Introduction and Outline of the Report

1.1 Background

The New Zealand Government has developed over time a set of High Country Objectives,
which were consolidated in 2003. These objectives set out the wide range of things that
Government wants to achieve in the South Island high country. These include the
economically and environmentally sustainable management of publicly owned high country
land by means both of the protection of significant inherent values and the removal of
constraints on productive land so that it can be put to the most profitable use (Parker, 2006).
Specifically the objectives are:

a. To promote the management of the Crown's high country land in a way that is
ecologically sustainable.

b. To enable reviewable land that is capable of economic use to be freed of current
management constraints.

c. To protect significant inherent values of reviewable land by the creation of protective
measures; or preferably by restoration of the land concerned to full Crown ownership
and control.

d. To secure public access to enjoyment of high country land.
e. To take into account the principles of the Treaty of Waitangi.

f. To take into account any particular purpose for which the Crown uses, or intends to
use, the land.

g. To ensure that conservation outcomes for the high country are consistent with the
New Zealand Biodiversity Strategy.

h. To progressively establish a network of high country parks and reserves.

1. To foster sustainability of communities, infrastructure and economic growth and the
contribution of the high country to the economy of New Zealand.

j.  To obtain a fair financial return to the Crown on its high country land assets.

MAF Policy is responsible for reporting to Government on progress towards achievement of the
High Country Objectives, and specifically to provide sound information on the impacts of the
Government’s major high country policy initiative, land tenure review. This research project
was commissioned to aid in this reporting.

The report provides information on the socio-economic changes in the high country during the
last decade. It also examines the drivers of change and their impacts on the on-going economic
and social viability of high country farms and the communities of which they are part.



Its specific objectives were to:

e Investigate factors affecting farm viability.

e Examine high country community structure.

1.2 The study methodology

The study comprised three parts. In the first, earlier work by Greer (2004) was updated to
provide a picture of the viability of high country farms on average by analysing data available
from secondary sources. The second comprised a series of structured interviews that was
carried out with 36 high country farmers during 2007. The sample of farmers was not
randomly drawn, as no complete listing of high country properties exists and because there
are a number of logistical difficulties in conducting interviews where properties are spaced
throughout such a large area. Consequently, the properties visited were selected from names
provided by MAF staff and high country leaders in order to cover a cross-section of types of
farm with respect to stage of involvement with tenure review, farming styles, degree of
isolation, length of time on the property, etc. To some extent selection was influenced by the
budgetary constraints which required that two and preferably three interviews were carried
out per day. Regional stratification was based roughly on the proportions of Crown Pastoral
Lease (CPL) properties in each region. In total 20 Otago farms, eight from the Mackenzie
Basin, six from Canterbury and two from Marlborough were included.

A structured interview format was designed that covered decisions relating to the
maintainance or improvement farm viability by means of development, intensification or
diversification into different farming enterprises (e.g. changes in breed, management, or
species of livestock, horticulture, etc.) and non-farm enterprises based on the property (e.g.
tourism, contracting, etc.). The constraints on, and impacts of, development and
diversification were examined. Although land tenure review was not the focus of the reseach,
its opportunities and impacts were discussed with Crown Pastoral lessees in the sample.
Thirty one personal interviews were carried out during farm visits by the researcher and five
by telephone.

In addition, census data on high country communities from 1996 to 2006 were reviewed and
discussions were held with representatives of District Councils in Queenstown Lakes District,
Central Otago District and the Mackenzie District to gain an understanding of how they
viewed changes in high country communities in recent years.

1.3 Organisation of the report

Section 2 of this contains a review of secondary data on high country farm viability and
Section 3 presents the results of the farmer interviews. High country community structures
are discussed in Section 4 and a discussion of the study’s conclusions comprises Section 5.



Chapter 2
Economic Performance of the High Country
1997/98 to 2007/08

2.1 Farm incomes, expenses and net returns

New Zealand has two published sources of data on the financial and physical performance of
high country properties; the Economic Service of Meat and Wool New Zealand (MWNZ)
“Annual Survey of Sheep and Beef Farms” and the Ministry of Agriculture and Forestry (MAF)
Sheep and Beef Farm Monitoring Reports. The MWNZ Economic Service has gathered data on
its “Class 1 South Island High Country” survey farms for almost sixty years and reports average
survey results. MAF policy has monitored the physical and financial performance of hill and
high country South Island merino farms since 1996/97 and has recorded some parameters for the
years 1993/94 to 1995/96 in order to model a “typical” farm of this type. Since 2006/07 MWNZ
data has been used as the basis of calculation for the MAF farm monitoring models and some
changes occurred in this year. The MWNZ Class 1 survey farm represents approximately 240
high country properties throughout the South Island, while the monitor farm represents 220 hill
and high country merino properties running more than 3000 stock units. In recent years the
MWNZ Class 1 farm has carried more stock and generated a higher value of production per
head and per hectare than the monitor farm, probably reflecting the degree of sheep breed
change and higher cattle:sheep ratios in the broader high country than on exclusively merino
properties. Table 2.1 shows the main production parameters of the Class 1 farm and the South
Island Merino monitor farm as estimated for the 2006/07 year and forecast for the 2007/08 year.
It should be noted that as estimates for 2007/08 were updated before the extent of the drought
and subsequent low store stock prices, and increased feed costs were fully apparent, the positive
divergence between costs and returns forecast of 2007/08 seems unlikely to be realised.

Table 2.1: Main financial parameters for high country and hill country merino properties
2006/07 and 2007/08 (forecast)

VIWRZ 51 bligh Country | - yyAF SI Merino Model
2006/07 2007/08 £ 2006/07 2007/08 £
Effective Area (ha) 10508 10508 10,508 10,508
Opening Sheep Stock units 8,942 9,049 7,614 7,719
Opening Cattle Stock Units 2,193 2,212 1,400 1,309
Opening Deer Stock Units 148 150 - -
Total Stock Units 11,283 11,411 9,013 9,028
Total Wool Sold (kg) 43,329 45,346 36,593 37626

Figures 2.1 and 2.2 show the main financial parameters for both models calculated in real
terms using the Consumer Price Index (Statistics New Zealand, various years) to convert
actual income and cost estimates to 2007 dollars.



Figure 2.1: Financial parameters for South Island high country farms (MWNZ)
1998/99 — 2007/08f in real (2007) terms
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Figure 2.2: Financial parameters for South Island merino properties (MAF)
1998/99 — 2007/08f in real (2007) terms
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On the MWNZ Class 1 farm the net financial position deteriorated between 2001/02 and
2005/06, with a gradual decline in Gross Farm Income (GFI — cash income plus inventory
change values) and fluctuating Farm Working Expenses (FWE —operating costs) that
increased sharply in 2005/06. Real Cash Farm Expenditure (CFE — FWE plus the costs of
interest and rent) has been increasing since 2003/04, and Cash Farm Surplus (CFS — surplus
available after operating costs have been met to meet the costs of capital development and
purchases, taxation, principal repayment and personal drawings) declined over the period.
The forecast lift in income and decline in costs for 07/08 is unlikely to have been achieved in
the face of recent drought in many high country areas (resulting in lower lamb returns, poor
store stock prices and increased costs of supplementary feed) and increasing costs (e.g. fuel,
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fertiliser and rates) in the latter half of the season. The specifications of the farms differ to
some extent and in the MAF model Real GFI and CFS have been declining more severely in
the face of stable operating costs. However, the conclusions to be drawn from the two
datasets over the past decade are similar although the financial viability of merino properties
appears more tenuous than that of the high country as a whole.

Cash farm surpluses, the funds available to allocate to taxation, principal repayment,
development, net capital purchases and personal drawings (which in the case of high country
farms frequently includes school boarding fees for several children) have been at, or lower
than, $100,000 in real terms per year since 2003/04. With depreciation (and therefore, the
need for capital replacement in the longer term) estimated to be approximately one third of
that surplus, and the fact that proposed rental increases for CPL properties have yet to be
implemented in most cases, the average high country farms described by the available data
are not economically viable without outside injection of funds.

2.1.1 Farm incomes and product prices

The composition of gross farm revenues from 2000/01 to 2007/08 (forecast) for the MWNZ
Class 1 survey and the MAF model are shown in Figure 2.3. Throughout the period wool
revenue has remained the major component of farm income averaging 53 percent in the MWNZ
survey (down from 60 percent on average in the previous decade) and 52 percent in the MAF
model. Net revenue from sheep sales has averaged approximately 30 percent in both models (21
percent from 1990/01 to 1999/00) reflecting a shift toward fattening lambs rather than store
sales, and reliance on income from beef cattle has remained at approximately 14 percent.

Figure 2.3: Composition of gross farm income 2000/01 — 2007/08 (forecast).

100% = — — —
. N N N N
N N N N N N
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Sources of income other than wool, sheep and cattle sales account for only two to three
percent of gross revenue in both models. It should be noted that both surveys specifically
exclude properties where there has been significant landuse change that means criteria for
inclusion are no longer met. Consequently properties converted to large-scale tourist
operations are not captured in the data available. On properties that do meet the criteria for



inclusion in the surveys, newer enterprises such as farm tourism appear to be of
comparatively little significance on average.

Lower real farm incomes in the last four years reflect both declining real wool prices and,
with the exception of 2004/05, declining real lamb prices (Figure 2.4). The increase in lamb
prices in 2007/08 is not expected to be as significant as the forecast values, because of the
drought conditions that have prevailed over much of the South Island high country until mid-
February 2008.

Figure 2.4: Real ($2007 terms) lamb and wool prices 1998/99-2007/08
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Source: MAF Farm Monitoring

2.1.2  Farm expenditure

Farm working expenses have remained relatively steady in real terms at an average of
$322,000 in the MAF model and $347,000 for the MWNZ survey farm as Figures 2.1 and 2.2
show. During the previous decade they had increased markedly from $247,000 to $307,000
on the MWNZ survey farm, with most of the increase occurring during the last three years as
the industry moved toward more intensive production systems, particularly lamb fattening.

As a percentage of GFI, however, FWE and CFE generally declined from 1998/99 to
2000/01, but have trended up since then, as reductions in incomes have not been matched by
the reductions in working expenses. The reductions in these ratios forecast for 2007/08 are
not likely to occur as drought is expected to have led to both lower farm incomes and higher
costs of supplementary feed. Figure 2.5 shows the ratios of CFE and FWE to GFI. Farm
management guidelines suggest that the FWE:GFI should be 50 percent or less, but the figure
for high country properties has always been in excess of this level. Annual client surveys
conducted by Ibbotson Cooney Ltd show that even the top 25 percent of farmers from hill
and high country areas achieve FWE:GFI ratios lower than 50 percent in only a few years,
and the average over all hill and high country farms exceeds this level in all years (Greer
2004). Consequently the margin available to high country farmers to absorb the impacts of
low product prices or adverse climatic conditions is comparatively low. While high country
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farmers have traditionally shown themselves able to reduce operating costs dramatically, for
at least one season, in times of low income (Greer 2004), this does not appear to have
occurred recently, probably as more intensive farming systems have locked farmers into
higher operating costs.

Figure 2.5: Farm cash expenditure and farm working expenses as a percentage of gross farm
income 1998/99-2007/08f
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In 2004 Greer reported that the sustained effort to increase animal performance and overall
productivity by the merino industry was reflected in the increased contribution to total cash
expenditure of costs directly related to performance and productivity (animal health and
breeding and fertiliser and feed). In recent seasons, however, total expenditure on these
performance-related areas combined has declined both in real terms and as a percentage of total
expenditure. In 2006/07 fertiliser and feed expenditure as modelled by MAF had declined to 84
percent of the 2003/04 level in real terms and to 75 percent on the Class 1 survey farm. As a
percentage of CFE it had declined from 21 to 16.7 percent in the MBAF model and from 18.8 to
15.2 percent of CFE on Class 1 farms. Animal performance (animal health and breeding) costs
had increased slightly both in real terms and as a percentage of CFE in the MAF model but in
the MWNZ farm were 79 percent of 2003/04 levels and had declined from 7.2 to 6.7 percent of
CFE. In contrast, debt servicing (interest and rent) had increased by 48 percent (MWNZ=30
percent) in real terms in the MAF model and from 11.8 to 16.4 percent of CFE (MWNZ=14 to
20 percent). Labour costs declined very slightly in real terms in both models. Figures 2.6 and
2.7 show the composition of GFI in the two models.



Figure 2.6: Composition of cash farm expenses (MWNZ Class 1)
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Figure 2.7: Composition of cash farm expenses (MAF)
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Greer (2004) reported that the real value of FWE per kilogram of wool in the Class 1 model,
which had declined from 1993/94 to 1996/97, had increased steadily since that time. She argued
that while this appeared “to suggest that while profitability has increased, efficiency has not,...
the improvements in the quality of the wool produced, although resulting in higher costs, may
have moved the product into a higher price bracket so that a simple comparison of output and
cost levels cannot be used to investigate efficiency.” Since that time the real costs of production
per kilogram of wool have stabilised in the MAF model and trended slightly down on the
MWNZ Class 1 farm. In the MAF model the costs per stock unit also declined from 2002/03,
while on the Class 1 farm they continued to rise until 04/05 before declining.

2.1.3 Conclusions

Even before MAF adopted the MWNZ dataset for use in farm monitoring, the trends evident
in the two data sources were very similar.

South Island high country farms, on average, have been facing low (stable or slightly
declining) real farm incomes for most of the last decade and real farm operating costs have
remained relatively stable. This has meant that for a number of years cash farm surpluses
have been insufficient to meet the needs of farm families and farming investment. MAF data
has shown deficits in the disposable surplus of the South Island Merino model farm since
2003/04.

Although real farm working expenses have been relatively stable since 2000/01, total cash
expenditure has risen, reflecting increasing costs of debt servicing (interest and rent). It is
important to note that these costs will continue to increase in future if proposed increases in
CPL rents are implemented. High country farmers appear to have less capacity to reduce
operating costs in the face of low incomes than has been traditionally the case. This may
reflect the long period for which incomes have been low and/or the fact that many are now
locked into more intensive production systems that have less flexibility of input use than the
more extensive systems of the past.

The average high country farm as described by the economic data available must be judged to
be financially vulnerable, particularly in the face of poorer-than-forecast net returns as a
consequence of recent drought and proposed increases in rentals for CPL land.
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Chapter 3
Results of the Survey of High Country Farmers

3.1 Farm physical information

3.1.1  Size, location and stocking

In total, 20 Otago farmers, eight from the Mackenzie Basin, six from Canterbury and two from
Marlborough were interviewed. The average area of surveyed properties was 10,471 hectares of
which an estimated 8,166 were judged by farmers to be effective.! Largely frechold farms are,
on average approximately half the size (5,886 hectares) of those which are more than 80 percent
CPL (12,290 hectares). The range in total area of farms surveyed is shown in Table 3.1.

Table 3.1: Total area ranges of survey farms

Size range % of farms
2,000 - 4,000 ha 22.2%
4,001 - 6,000 ha 8.3%
6,001- 8,000 ha 11.1%
8,001-10,000 ha 27.8%
> 10,000 ha 30.6%

Two thirds of the properties visited run merino breeding flocks, although three of these are
moving toward a proportion of crossbred ewes. While a third of the survey farms still have
merino wether flocks, several noted that these were considerably smaller than in the past, and
three are in the process of phasing out wethers altogether as a consequence of the loss of
summer country following tenure review. A third of farmers in total had phased out or
significantly reduced merino wether flocks during the last five years. Approximately 60 percent
try to finish a high proportion of lambs, but this has been more difficult in some areas during
recent dry seasons and the proportions sold store have risen again. Roughly half of the merino
growers now use a terminal sire over ewes not required to breed replacements.

All but two interviewees run cattle as well as sheep and almost a third also run deer. The
average stocking rate per effective hectare in 2006/07 was estimated to be 1.7 stock units,
considerably higher than the 1.1 reported by MWNZ for that year.

' While this appears to be significantly smaller than the average effective area of the MWNZ Class 1 farm in
2006/07 (10,580 effective hectares in 2006/07), the very large variation in size of high country properties (farms
in this survey ranged from approximately 2,000 to 40,000 hectares) means that a small change in sample
composition has a significant impact on average size and stock numbers. MWNZ experienced a large increase
in the average size of their surveyed farms between 2004/05 and 2005/06, primarily as the result of the inclusion
of one very large property in the sample.
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3.1.2 Land type and land use

Most farmers (75 percent) classified their properties as “summer dry”, 17 percent as “summer
moist” and the remainder noted that the range of altitude covered by their farms means that
some areas receive considerably more, or more reliable, rainfall than others.

Some farmers, particularly those on larger properties, had difficulty in estimating the proportions
of their farms under different cover, or in different stages of land development. Table 3.2, which
reports their best estimates, suggests that almost 80 percent of the total area of the farms visited
is grazed to some extent, although this varied from 23 percent to almost 100 percent on
individual properties. Eighty percent have some area, other than areas devoted to buildings,
tracks, etc, that is not grazed. Almost all high country properties now have some cultivated land,
although this is only a small proportion of most, and a high proportion (61 percent) have
completed at least small areas of irrigation development. High altitude tussock country (defined
as being above the snowline or outside the snowline fences) is grazed to some extent on 47
percent of properties in the sample.

Table 3.2: Land use on survey farms

Land use Average ha AzerEGea% % of farms
Grazed tussock above the snowline 2,044 14.8% 47%
Medium altitude tussock 2,681 23.4% 72%
Oversown and top-dressed 2,762 35.3% 94%
Cultivated, not irrigated 304 6.0% 86%
Irrigated 92 1.8% 61%
Forestry 35 0.6% 28%
Ungrazed 2306 18.2% 81%

Note:  Small differences between total of land use areas and average total farm area are due to
farmer rounding

Over 60 percent of the properties visited have potential for future irrigation development,
with an estimated average area on those farms of 282 hectares, or 180 hectares on the
“average farm”. Half of those interviewed believe that there is potential for further
oversowing and topdressing (2070 or 1035 hectares) and almost half reported potential for
additional cultivation (337 or 168 hectares).

3.1.3 Tenure

Farmers were asked to rate the medium term viability of their properties at the present stage
of development and identify the factors likely to have the biggest influence on this. More
than a third of those interviewed believe that the viability of their properties is at considerable
risk and that they do not know whether they can survive. Almost a quarter of those
interviewed believed farm viability was very strong, although a number of these
acknowledged that if they were not in a “no or low-debt position” or did not have other
business activities, that would not be the case. The lack of indebtedness was, for most in this
position, associated with having been through tenure review or with families that had been on
the property for several generations, although a number of long-time farm families were also
financially vulnerable.
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Table 3.3: Medium term viability of survey farms

Vulnerability level % of farms
Very vulnerable 36%
Slightly vulnerable 19%
Able to survive 22%
Very strong 22%

3.2 Operating constraints and farm viability

Low income as a result of low wool prices for a number of years and low lamb prices more
recently, as well as recent droughts in many areas, is one of the major constraints on the
operation of their farms in their present state of development for 56 percent of high country
farmers. The climate and other rigours of the production environment in which they farm is
also recognised as a major constraint by many (39 percent). These factors have constrained
high country farming since its beginnings.

However, some of the constraints identified are of more recent origin. Nineteen percent of
interviewees, when asked to identify major constraints, listed the stresses and pressures on
time arising from their involvement with tenure review and a further 17 percent identified the
demands of Resource Management Act 1991 (RMA) compliance, and in a number of cases,
the limitations compliance places on farming practices. Vegetation control restrictions make
the costs of maintaining new developments in the face of regenerating scrub, and of
maintenance weed control, very difficult on a number of farms. A conversation between one
interviewee and his adult sons highlighted the changes that have occurred within a
generation. “When [Dad came home he] was only limited by prices, time and energy and
what was best for the land....we still have all of that plus we need to be lawyers, planners and
[diplomats]!” These views were echoed throughout the interviews by many others who had
not specifically identified them as constraints when asked, having concentrated more on
physical constraints. A Queenstown Lakes District farmer noted that where burning consents
used to be handled by a ... “one stop shop and pretty much rolled over from year to year, we
now have to go to four separate places, and two of which are within the District Council.”

Water availability and the availability of both permanent and good casual labour were each
cited as major constraints by 13 percent of interviewees. There is comparatively little
permanent labour outside the farm family employed on high country farms today, and much
farm labour accommodation has been converted to tourist accommodation. The labour that is
employed is usually a single shepherd(s) with only two properties still employing married
couples. On average the farmers visited employ 2.8 full-time labour units including
themselves and their families and additional one part-time labour unit, often the interviewee’s
partner.

Farmers were asked to rate the medium term viability of their properties at the present stage
of development and identify the factors likely to have the biggest influence on this. More
than a third (36 percent) of those interviewed believe that the viability of their properties is at
considerable risk and that they do not know whether they can survive. Twenty two percent of
those interviewed believed farm viability was very strong, although a number of these
acknowledged that if they were not in a “no or low-debt position” or did not have other
business activities, that would not be the case. The lack of indebtedness was, for most in this
position, associated with having been through tenure review or with families that had been on

13



the property for several generations, although a number of long-time farm families were also
financially vulnerable. A further 22 percent believed that farm viability was such that they
would be able to survive and 19 percent felt vulnerable but not severely so as yet.

Most farmers expect that the biggest influence on future farm viability will be future product
prices followed, for a number, by the outcomes of tenure review and its impacts on debt
levels and succession planning. A number discussed the fact that they feel vulnerable
because of their “dependence on political issues”. These include rental reviews and the
growing urban/rural divide, which they consider to be creating pressures for the imposition of
restrictions on normal farming practices, without any understanding of the impacts of the
restrictions. Other issues discussed included the “compliance industry” and drought.

When asked how they felt about off-farm investment as a strategy for increasing farm
viability 63 percent believed it should not be used for this purpose and that the farm needed
to pay its way and support the farm family. Interviewees were not asked about their own off-
farm investment strategies but anecdotal evidence, and MAF farm monitoring, suggest that a
number have relied on introduced funds in recent years. It was regarded as a valuable
succession tool by a number, allowing parents to retire without relying solely on income
generated by the farm.

33 Involvement with tenure review

Thirty six percent of the farms visited are currently in tenure review or have completed the
process as Table 3.4 shows.

Table 3.4: Stage of involvement with tenure review

Stage of involvement % all farms O/t?afrr}:;
Accepted/implemented 18% 22%
Awaiting responses to preliminary proposal 5% 6%
Consultation re preliminary proposal 13% 16%
Information gathering for preliminary proposal 3% 3%
Not in tenure review 18% 22%
Withdrawn from tenure review by the Crown 26% 31%
Not Applicable 17%

Eighteen percent of farms in the sample (22 percent of CPL farmers) have accepted the
substantive proposal for tenure review or have had their lease disposal completed, compared
with 20 percent of all CPL farms (LINZ, 2007). Six percent of CPL properties have had
preliminary proposals advertised (six percent of all CPL farms) and 19 percent are in the process
of information gathering for, or consultation about, the preliminary proposal (25 percent). Of
the 53 percent of CPL farms not in tenure review (44 percent of all CPL farms) almost 60
percent were withdrawn from the process by the Crown in 2007 because they are within five
kilometres of, and visible from, a lake greater than five square kilometres in area. Of these ten
properties two had not entered tenure review, two were in the very early stages, two were
nearing the end of the process and the remainder were in the consultation stages. Two had
already made significant changes to their farming operations in the expectation that tenure
review would proceed as set out in the proposals for their properties.
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Succession appears to be the key driver for participation in tenure review and is the most
frequently cited reason (61 percent of those in or through tenure review) for entering tenure
review amongst survey farmers. The manner in which this has, or is expected to, occur varies
amongst farms. On some, relinquishing part of the property would free up assets that could
be used to buy out members of the family who did not intend to continue farming, or to
purchase additional land that would make it possible for more than one sibling to farm. On
others, funding for development, or simply debt reduction, would enable more than one
sibling to continue on the farm or to ensure that the farm could support parents in retirement.
Others considered that free-holding would provide opportunities for non-traditional on-farm
developments that would give the next generation the opportunity to live on, or remain
involved with, the farm in a capacity other than farming.

The next most frequently cited reason was to relieve the uncertainty associated with the
likelihood of large increases in CPL rentals (52 percent of those involved). Many of these
consider that the pastoral lease system is the best way for New Zealand to operate much of
the high country. However, as they believe that large rental increases would make their
farms unviable, they intended to proceed with tenure review. The third most important
reason for entering tenure review was that freeholding would give farmers both the security
and the motivation required to undertake significant development programmes. Table 3.5
summarises these reasons, which include reasons given by farmers involved in tenure review
at the time of the interviews but subsequently withdrawn by the Crown.

Table 3.5: Reasons for involvement/lack of involvement with tenure review

Reasons for involvement/lack of involvement % of farms
Farmers who have entered and remained in Tenure Review

To reduce uncertainty now associated with CPL 52%
To facilitate succession 61%
Security and motivation to develop 30%
Other 30%
Farmers who have not entered/withdrawn from Tenure Review
TR would destroy balance of farm 56%
Lack of confidence in land mgt after TR 22%
No advantages 44%

Amongst those not proceeding with tenure review at this stage, the most commonly cited
reasons are that the balance of the property would be destroyed, or that the proposal has no
benefits for them. Twenty two percent said that they had decided not to proceed because of
concerns about the way in which vulnerable land, looked after by their families for many years,
would be managed if it was returned to conservation use. Several others, although intending to
proceed, also expressed strong concerns about the risks of poor weed control or of fire in remote
areas if unrestricted public access were to be allowed, either on land they surrendered or on
adjacent land surrendered by neighbours.

34 Recent developments and impacts

The majority of those interviewed had undertaken at least some infrastructural development on
their properties in the last five years, although in most cases this involved minor work only.
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Those who had done no development felt that their properties were fully developed and only
maintenance was required. Over half of the survey respondents had undertaken further paddock
subdivision and a quarter had cultivated additional land. Table 3.6 summarises the extent of
infrastructural development undertaken on survey farms during the last five years.

Table 3.6: Infrastructure developments during the last five years

Land and Infrastructural Improvements % of farms
Paddock subdivision and fencing 47%
Land subdivision 19%
Irrigation 17%
Scrub clearing 11%
Additional cultivation 31%
Building 19%
Forestry development 6%
Other 53%
None 11%

Note:  Other includes construction of yards, modification of buildings for
tourist accommodation and additional land purchase as well as “one-
off” activities

Changes to livestock management systems have also been made by the majority of farmers.
Greater emphasis on finishing young stock rather than selling them store, as was traditional in
the high country, was reported by 36 percent. Many of these discussed the fact that recent
investment in lamb fattening (cultivation, irrigation, etc.) has not had the desired impact on farm
returns as yet because of drought and/or the low lamb prices of the past two seasons. Reduction
in merino wether flocks was reported by a third, and a partial or total change from merino ewes
to Perendale and other cross breeds by 25 percent. The introduction of terminal sires over ewes
not required to breed replacements and an increase in the ratio of cattle to sheep were each
reported by 14 percent, and a diverse range of other changes by 44 percent.

The dominant reason for making both infrastructural and management changes was to get higher
returns from farm production (58 percent), and a further 17 percent said that they were flow-on
changes from previous developments. Other reasons cited were risk reduction, farm succession
and responses to tenure review.

On almost 70 percent of farms the impacts of these developments on farm viability has already
been positive, but for a third of these the impacts are not sufficient to offset low product prices,
and farm profitability is lower than before development. For the remainder the impacts are not
yet visible, or have reduced risk rather than resulted immediately in improved annual
profitability.

When asked without prompting to identify the main factors influencing their decisions on
development options at present most farmers (72 percent) cited the expected return on
investment and the impact on farm viability, while only 39 percent mentioned factors related to
the farm environment. However, throughout most of the interviews it was clear that almost all
respondents evaluate all farming activities in terms of the particular characteristics of the
environment in which they farm, and their concern for its care and maintenance was a recurring
theme. Personal preferences and family preferences were identified as major factors by almost
half of all respondents. A number of those over 50 years of age said that they were still in the
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high country, despite the difficulties, because they love traditional high country farming and that
for them, although probably not for their children, only pastoral development options would be
considered. Issues relating to the RMA, risk reduction and succession planning were each
identified by fewer than 20 percent of respondents, although for a number of others, it was clear
that a major reason for needing increased viability was to secure succession.

In order to offset declining wool prices, 31 percent reported that they had diversified into other
enterprises, 28 percent had moved more resources into lamb fattening, 22 percent had increased
the ratio of cattle to sheep and 14 percent had made a partial or total breed change. Twenty eight
percent, predominantly those with diverse enterprises on their properties, had not made changes
specifically for this reason.

3.5 Future development, opportunities, constraints and impacts

When farmers were asked what they considered to be the potential medium term developments
feasible for their properties irrespective of their own personal preferences, it was clear that this
was not an issue the majority had explored in any detail as yet. Approximately three quarters
considered that there was potential for some level of tourist development and 13 of those
interviewed are already operating, or providing facilities for other operators of, tourism or
recreational businesses. These include accommodation businesses using existing farm-
buildings, horse-trekking, four-wheeled driving, garden tourism, heli-skiing, function venue
provision, and wine-tasting. For five, these are major business ventures and four have plans for
further development in the short term. For the rest they are at present only a small part of the
overall farm business. Most of those with relatively large scale tourism and hospitality ventures
have partners with skills and previous experience in this area.

Those who included tourism and recreation as a feasible future development generally saw
potential for the commercialisation of active recreational pursuits such as hunting, fishing,
walking, four-wheeled driving and horse-trekking, because of the natural attributes of their
properties, and in a number of cases, proximity to tourist centres or other recreational
developments.

Over half considered significant intensification or improvement of pastoral agriculture as a
potential development and half of these regarded irrigation as part of a strategy for achieving
this. Only four farmers regarded “doing what we do better” as the only option for the future,
because their properties and farm locations are not suited to any other purpose.

Although a third of interviewees identified orchard or viticultural development as a future option
for their properties, only three had definite plans to do so or had considered this option seriously
as a possibility for themselves or another family member. The others are in areas adjacent to
development of this type or have areas of the farm they believe have suitable soils or
microclimates, and included these options as something possible but not likely. The most
frequently mentioned “other options” were power generation (wind or hydro-electric), land
subdivision and dairy grazing.

In total, only five interviewees had definite plans for significant developments in business areas
other than those related to pastoral agriculture on their properties in the next five to ten years.
Two reported imminent farm sales. Most high-countries farmers are “here because we love this
place and what we do” and see major change as providing options for the next generation. The
small number planning, or who have already undertaken, larger scale non-traditional activities
are generally those who have relatively recently taken over management of their properties.
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When asked what they consider to be the major impacts of future developments on their families
and farming operations, almost 60 percent considered them to be a tool that would, or may,
facilitate farm succession in future. An equal number cited improving farm viability as the main
impact and a third listed a range of impacts including risk reduction, opportunities for non-
farming members of the family to continue involvement with the farm, and personal satisfaction.
Throughout the interviews a number of interviewees spoke of a desire “to make my mark on this
place” or of already having done so, in the sense of leaving the property in some way better than
it had been when they took over. These improvements were often environmental improvements
— river protection, covenanting areas of significant inherent value, and erosion control, as well as
raising the productive values.

When those who identified potential future developments for their properties were asked to
identify the major factor(s) that had constrained them from undertaking them to date, the
majority (52 percent in total) responded that they were limited by lack of available finance or by
low product prices. The next largest group are still working through farm developments (34
percent) and almost as many were aware of alternative developments but their experience and
interests lie in pastoral farming. The skills required for major non-pastoral enterprises will be
for the next generation to develop. Table 3.7 shows the major constraining factors identified by
respondents initially, and their responses when they were next asked whether some of the factors
they had not mentioned had had any impact.

Table 3.7: Reasons potential developments not yet undertaken
(% of farms with identified potential developments)

Major Other
Constraint or reason not undertaken constraint constraint
% of farms | % of farms
Have been working through development - not got there yet 34% -
Finance 31% 24%
Product prices low for sector/viability 21% 10%
Personal preference for pastoral farming 28% -
Ownership structure re CPL 24% 14%
Planning processes too difficult or may preclude 21% 21%
Other 38% 24%

3.6 Way of life and future on farm

It was surprising that, despite the very real difficulties many interviewees are confronting at
present and the stresses they report as a result of very low product prices, tenure review and
other issues, high country farmers remain remarkably positive about their way of life. Only 11
percent of those interviewed considered that the viability issues and stresses have seriously
eroded this in recent years, while over 60 percent rate quality of life as very good to excellent
and 25 percent as “still good”. Many who rated the lifestyle very highly did, however, speak of
increasing work loads as the farm workforce has declined due primarily to financial pressures,
and in part to difficulties in obtaining good permanent and casual labour in some areas. For a
number the growing urban-rural divide (see Section 3.7) is eroding their satisfaction with their
way of life to some extent.
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When asked what comments they had to make about the future of their family’s involvement
with their properties, 45 percent said they have plans currently in place to enable family
members to take over management of the farm (although not all were sure that this would
happen) and an additional 36 percent hope that their families will continue to be involved.

Forty five percent were certain that the property would remain in the family for at least the next
generation, although over a third of these had secured family ownership but did not expect that
their children would farm. Twenty two percent hoped that their families would stay but did not
yet know whether children would decide to return to the farm, and a further 14 percent said they
hoped the family would remain but had very real concerns about the financial feasibility of this.
Three farms are to be sold in the near future and the remainder of the interviewees said that they
did not know or that they are unconcerned.

3.7 High country farming communities

There is considerable variation in the way in which high country farmers define the communities
in which they live and work, and a number consider themselves to be part of two and sometimes
three distinct communities. The largest group, over half, consider that their community is a local
farming area, a gorge or valley, including local towns although the size of the defined area and
associated towns varies according to the farm’s location. Children and a local school provide a
community of interest that includes both the farming and non-farming communities. Several
feel that they are part of a small rural community not including a township, and a small group
that they are only part of a small local farming community such as the Rakaia Valley and three
that they are not part of any community for varying reasons.

Five farmers reported that as well as local community membership they are also part of the
farming community in a broader area such as the Upper Clutha Valley, and four that they are
part of the broader South Island High Country Community.

Their views on the impacts of changes in local communities on their own families and on high
country farmers in general are also highly variable, even within quite small geographic areas.
Most of those interviewed in the Queenstown Lakes District and some of those in the Mackenzie
Basin, as well as a few others, feel marginalised in communities of which they were once part.
Only three from these areas spoke of valuing the growth in local services and infrastructure and
the greater diversity of the community. One said he and his wife “feel like dinosaurs in our own
community” and that Wanaka is “no longer a rural community and we miss it”. A Mackenzie
farmer reflected on the “huge mental shift from the concept that this is our place to a situation
where someone tells us that our way of life doesn’t fit here” and another that “it’s amazing that
in one generation we’ve gone from being the backbone of the country to the bad guys”. Many
interviewees in other regions also spoke of the growing rural/urban divide, which several
attributed in no small part to publicity around public access issues and tenure review. There is a
strong perception that lack of understanding of property rights and farming practices amongst
urban people is creating an image of farmers as exploiters rather than stewards of the land. They
see this to be a major threat to high country farming operations.

Many of the farmers interviewed in Queenstown Lakes and several in the Mackenzie District
feel under constant scrutiny from newcomers to communities such as Queenstown and Wanaka,
and to a lesser extent Tekapo, and concerned that normal farming operations such as vegetation
control with appropriate consents are reported to authorities, and about unnecessary fire services
call-outs. Two spoke of being verbally abused by members of the public while burning with
consents. A few observed that objectors to new developments have little to lose except money
they can afford if they are unsuccessful, while farmers can ill afford to pursue their cases, and
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suffer both financially and in terms of stress from the delays in development, even where
objections are eventually overturned. Central Otago District, Canterbury and Marlborough
farmers generally felt much less constrained by environmental pressures, as yet, than those in the
Queenstown Lakes District but several noted that they expected that these would intensify in
time throughout the high country and that they are likely to become a significant impediment to
farming.

Several of the Central Otago interviewees live in, or adjacent to, wine-growing and horticultural
areas and most, although not all, felt that there is little common interest between these groups,
and that the communities do not mix. The remainder enjoy the greater diversity of people in the
area.

Loss of services was an issue for only three of those interviewed. Two properties are no longer
serviced by school buses, which is a significant issue in recruiting and keeping good farm
labour, and one regretted that a local bank had closed. Several Otago respondents
acknowledged that the growth associated with tourism and other developments has led to
increased availability of services in local towns, more cultural and sporting opportunities,
particularly for farm children, as well as off-farm career opportunities for the partners of sons
and daughters returning to the farm.

3.8 Demographics of interviewees

Table 3.8 shows the age groups of farmer interviewees. Most (almost 70 percent) of those
interviewed were over 50 years of age and still actively involved in management of the farm
although two farmers had sons in the process of assuming this role and 36 percent have family
members on the farm.

Table 3.8: Respondents’ age groups

Age group % of farmers
21-30 years 6%
31-40 years 19%
41-50 years 11%
51-60 years 42%
60+ years 22%

Thirty six percent of those interviewed have a partner and at least one post-school age child
working on the property while 17 percent have post-school age children all away from the farm
at present although six percent anticipate the return of a son in the next few years. Thirty
percent have only pre-school or school age children and 17 percent are childless.

Long family involvement with the same property characterises the South Island high country
and the average time that survey farm families have been associated with the properties visited is
53 years. Over a quarter bought their properties more than 80 years ago and all except 17
percent have owned or leased them for more than twenty years.
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Chapter 4
The Structure of High Country Communities

4.1 Census data 1996-2006

Statistics New Zealand has supplied MAF Policy with census data related to the population of
the South Island high country, excluding major urban centres particularly tourist centres, which
are deemed to be completely independent of farming influences, from the dataset. These include
Queenstown, Wanaka, Cromwell, Alexandra, Twizel, and Hanmer. Appendix 1 includes notes
provided by Parnell Trost (Senior Policy Analyst, MAF Policy, Dunedin) on the selection of
meshblocks included in the analysis and a map of the area included. Appendix 2 contains the
data tables from which the bar charts in this section are derived. A meshblock is a defined
geographic area, varying in size and population from a part of a city block to a large area of rural
land and is the smallest geographic unit for which statistical data is collected and processed by
Statistics New Zealand. General population data has been taken from census data available on
the Statistics New Zealand website.

4.1.1 Population profile

The population of the South Island high country (excluding the major urban centres listed
above) has grown rapidly between 2001 and 2006 from 10,407 to 11,757, an increase of 13
percent compared with the national population increase of 7.8 percent. However, during the
previous five-year period the high country population had been almost stable (declining by
0.2 percent) while the national population grew by 3.3 percent. Population growth over the
decade as shown in Figure 4.1 was, therefore, 12.8 percent in the high country and 11.3
percent nationally.

Figure 4.1: Population growth in the high country meshblocks and New Zealand
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Analysis of within-high country mesh blocks has been undertaken by Parnell Trost (MAF
Policy) who has also provided some of the commentary on census trends. This shows that while
the total high country population grew by 12.8 percent over the decade, the pattern of growth
was not constant over the area. Small-farm, lifestyle and residential subdivision in the areas
surrounding Lakes Dunstan, Hawea, Te Anau, and Wakatipu, regarded as favoured lifestyle
areas, has seen a total population increase in these areas that is 123 percent of the total
population growth in the region over the decade (1,659 compared with 1,350 in total). These
areas comprise only 28 of the 352 area meshblocks included in the high country and now
contain 33 percent of the high country population in total (up from 21 percent in 1996). Census
2006 information shows that much of the incoming population to these areas over the preceding
five years had come from elsewhere in New Zealand and from overseas. The more traditional
rural areas throughout the rest of the high country have experienced stable or declining
population over the decade as residents move to other areas for education, employment and
social reasons.

The high country differs from the rest of New Zealand in that it has a higher proportion of males
to females (53:47 compared with 49:51), as has been traditional in many rural communities,
particularly more isolated ones. Nationally and in the high country the proportion of males in
the population has declined by less than one percent during the decade.

The high country population has, throughout the decade, been home to a proportionately lower
population of people older than 60 years of age than the country as a whole, reflecting a
movement out of the area as people near retirement age. This effect is less marked in the 2006
census data, perhaps because of the greater numbers of lifestyle blocks and/or as the age of
retirement increases. The population of younger people (in the 15 to 29 year age groups) is also
proportionally lower in the high country community as young people are drawn out of the region
for education, employment and social opportunities. Conversely, the region has a higher
proportion of its population in the 30 to 60 age groups than the national average. The proportion
of children under ten in the population is similar to that of the wider population in 2006 but has
declined over the decade from 16.1 to 14.9 percent.

Figure 4.2: Age distribution of usually resident high country and national populations (%)
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4.1.2 Education profile

High country residents are more likely to obtain a formal qualification at school or after leaving
school than the wider population (18.5 of high country residents compared with 22.4 percent of
New Zealand residents had no formal qualification in 2006), but are less likely to have a
university qualification (13.8 percent compared with 14.6 percent). The rate of increase in
university qualification has been faster amongst high country residents than others as Figure 4.3
shows (138 percent increase between 1996 and 2006 compared with 76 percent) and the
decrease in the population with no qualification has been greater (38 compared with 40 percent).
They are slightly more likely to have a secondary school qualification (32.9 percent compared
with 31.4 percent) but are considerably more likely have acquired formal non-university
qualifications since leaving school (27.2 percent compared with 21.6 percent), reflecting the
increase in tradespeople, and technicians and associated professions (see Section 4.1.4).

Figure 4.3: Highest qualification achieved by the usually resident high country and national
populations over 15 years of age (%)
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4.1.3 Income profit

The confidentiality rules employed by SNZ have limited the availability of income data. No
income data can be released for any geographic area if the total un-rounded population is 40 or
fewer individuals, or 20 or fewer families or dwellings. This means the following results are
derived from a sub-set of the high country meshblocks that included between 56 and 63 percent
of respondents to the census question on personal income in different years, and almost certainly
excluded many high country farm families.

Changes in the proportions of the population in specific income groups tell us comparatively
little, since incomes in general have risen significantly over the period. The median annual
personal income from all sources for people who were aged 15 years and over and living in New
Zealand on census night was $15,600 in 1996, $18,500 in 2001, and $24,400 in 2006 (Statistics
New Zealand, 2007). Rather it is the relationship of high country and national incomes that is
important. Figure 4.4 shows the proportions of high country and national residents by income
categories in each census year.
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Figure 4.4: Personal incomes of the usually resident high country and national populations
over 15 years of age (%)

100%
50% - EH  E OE E
20% - I | I |
70%
60% -
50%
40% -
30% S N
20% 1 RN \ \ N
oo N N NN < Y |
0% T T T T T
1996 HC 1996 Nat 2001 HC 2001 Nat 2006 HC 2006 Nat
B3$5000 or less $5001-$10000 0O$10001-$20000 @ $20001-$30000
W $30001-$50000 E$50001 or more B Not Stated

In 1996, a higher proportion of high country residents had personal incomes of less than $10,000
than nationally (31.5 percent compared with 29.5 percent) but by 2006 this situation was
reversed with only 16.6 percent of high country residents reporting incomes in the lowest
groupings compared with 19.3 percent nationally.

While the proportion in the highest reporting category (more than $50,000 per year) is still
marginally lower in the high country (16.0 percent compared with 16.9 percent), there has been
greater growth in this category in the high country than nationally (up from 5.3 percent
compared with 6.6 percent). The decline in the proportions of high country residents reporting
incomes in all groupings lower than $30,000 per year has been greater than the national decline
while increases in those reporting incomes in each grouping over $30,000 are greater. The
median high country income of $15,400 in 1996 was 98.7 percent of the national medium
income. In 2001 it was 106 percent of the national median ($19,600) and 109 percent in 2006
($26,700). On average, high country residents in the meshblocks that meet the confidentiality
criteria are receiving higher personal incomes than New Zealand residents as a whole and
incomes are increasing more rapidly.

The median high country household income has remained at or about the national level. In 1996
the median high country household income was $31,100 compared with the national median of
$30,910, while in 2006 both had reached $54,000. These data are based on between 57 and 61
percent of the households for which this census question was answered. Differences exist in the
proportions of households in individual income categories, although these are diminishing (see
Figure 4.5).

In 1996, 41 percent of high country households reported incomes lower than $30,000 while only
36 percent of all households did so. Incomes of $100,000 or more were reported by 4.4 percent
of high country households and 6.2 percent of households nationally at that time. By 2006 the
proportion of high country households in the lowest incomes groups had halved (20.1 percent)
while nationally the proportion declined to 24.7 percent. Incomes of $100,000 or more were
reported by 14.1 percent of high country households and 16 percent of national households.
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Figure 4.5: Household incomes of the usually resident high country and national populations
over 15 years of age (%)
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4.1.4 Employment profile

Figure 4.6 shows the employment categories of the high country and national populations in
2001 and 2006. Comparison with 1996 is not possible because of changes in the classification
system since that time.

Agricultural workers continue to comprise the largest group of high country employees (32
percent), although the proportion has declined by 21 percent from 39 percent in 2001, a slightly
smaller percentage reduction than has occurred nationally (22 percent). It is not surprising that
the decline has a much more marked effect on overall workforce structure in the high country
than at the national level where agriculture and fisheries workers are the smallest group in the
workforce (6.5 percent). Increases in the high country labour force have been greatest in the
proportions of Trade workers (4.4 to 7.1 percent) with smaller increases in the proportions of
Technicians and Associated Professionals (5.25 to 6.77 percent) and Managers, Administrators
and Legislators (10.86 to 12.08 percent). Plant and machine assemblers and those in elementary
occupations have declined as a proportion of the work force in the high country, although the
latter group increased slightly nationally.

Other employment data produced by Statistics New Zealand show that the major contributors to
high country employment are the tourism-related areas of accommodation and food services, in
which there is significant growth, as well as education, health, administration and the financial
sector. Retailing and wholesaling contributes less to high country employment than to
employment nationally.
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Figure 4.6: Occupations of usually resident high country and national populations over 15 years
of age, in employment
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4.2 High country farmers and rural communities

The issue of change in high country communities was discussed with representatives of the
Mackenzie, Central Otago and Queenstown Lakes District Councils. These discussions
confirmed the conclusions drawn from the discussions of community with the farmer
interviewees. Truly high country communities are generally relatively small groupings of
farmers in defined locations, who socialise together and assist each other as they have always
done, and whose main formal linkage is likely to be the local dog trials. In some areas, such as
the Waimakariri Basin, those social linkages have grown to encompass tourism operators and
those who work for them. In the communities that provide services to those living in the high
country, high country farmers are a very small section of the community.

In Central Otago District the rural areas generally have a much greater sense of community than
the urban areas and a number are now using the guiding principles established for the district to
draw up community plans setting out community objectives and values and strategies for
achieving these. While the populations of many small communities are being maintained or
growing, it is not the farming community, particularly the high country farming community,
which is contributing to growth. Rather, lifestylers, weekly commuters to Dunedin or Wanaka,
and those involved in tourism developments such as the Maniototo Rail Trail have contributed
to population growth and have provided opportunities for spill-over farm tourism ventures, or
prevented population decline in many areas. In many of these communities high country
farmers are actively involved as individuals, but they cannot be defined as “high country”
communities in any sense other than physical location. The larger towns in Central Otago that
have grown, such as Cromwell, Alexandra, Ranfurly, have done so in response to tourism
developments and/or as spill-over from the growth of Queenstown and Wanaka. While, on the
one hand, these changes are independent of high country farming and are resulting in rural
communities likely to have less empathy with farming generally than in the past, increased
populations do mean that services in areas adjacent to high country farming areas are more
likely to be maintained or increased. The population of Inland Otago may in time be greater
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than the population of Coastal Otago, presently dominated by Dunedin and Oamaru (Matthew
Begg, Community Development Manager; Jonathan Gadd, Business Development Manager,
Central Otago District Council).

In the Mackenzie District also, population change has been concentrated around towns and
lifestyle development blocks, while the high country retains the same small communities that
have existed traditionally. Population expansion has occurred in and around both Twizel and
Tekapo but this has not resulted in much increase in services as yet. In Fairlie, traditionally the
farming service centre of the area, there has been little expansion or change. The District
Council, however, works closely with high country farmers on a range of District Plan issues
such as landscape issues (Glen Innes, Chief Executive Officer; John O’Neill, Mayor, Mackenzie
District Council).

In Queenstown Lakes District there are many community development activities including
financial assistance and support for community associations and community events in small
towns. However, in the main these are townships whose populations are dominated by those
who work in the large centres, lifestylers, people who have retired to the area and in
communities such as Gibbston, the vineyard community. Like most of the townships of the
other districts they are high country communities by virtue of physical location, not a
community of high country farming interest. (Jan Maxwell, Community Events Team,
Queenstown Lakes District Council). Like the Mackenzie District Council, the Queenstown
Lakes District Council liaises regularly with groups of high country farmers regarding district
plan changes and reports that the rules pertaining to indigenous vegetation control were formally
signed off by the Council and an Upper Clutha landuser group. However, over the last 10 to 15
years there have been significant changes in the way that the wider population of the District
views some traditional farming practices, and an acknowledgement that some of these practices
do not contribute positively to the stewardship of the high country (Clive Geddes, Mayor
Queenstown Lakes District). It is the Council’s intention to create opportunities for groups
within the community that hold opposing views on environmental issues, such as farmers, local
environmental groups and NGOs, to participate in workshops and other forums in the hope that
a greater understanding can be developed amongst them.
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Chapter 5
Discussion

Both the secondary data and the results of the farmer survey indicate clearly that many high
country farmers are in financial difficulty after years of low incomes, stable working costs and,
recently, rising debt servicing costs. For the many CPL farms not in tenure review, whether by
their own choice or the Crown’s, the prospect of large rental increases appears unsustainable.
Over a third consider that the financial viability of their properties is under threat.

Despite the depressed farming economy in which they operate, most farmers have continued to
develop both their properties and farming systems in recent years in order to improve farm
returns, although many admit that they have not been able to offset the low product prices
received recently. This is particularly so as the largest group have developed and/or altered
management systems in order to place more emphasis on lamb finishing in the face of declining
real wool prices, only to experience a decline in real lamb prices. Development has, however,
been constrained by low farm incomes and the harsh environment in which many farm, and on
most properties only comparatively small-scale development has occurred recently. On over a
third of surveyed properties, some form of tourism/hospitality/active recreation enterprise
provides a diversified income stream, most frequently accommodation in renovated farm-worker
or shearers’ quarters.

Although income and environmental constraints have always governed development rates in the
high country, more recently significant groups of high country farmers have felt constrained by
pressures on time and energy associated with their efforts to complete the tenure review process,
and with the demands of the RMA. Only 17 percent of interviewees identified RMA
compliance issues as a major constraint, but the impacts, or expected future impacts, were
discussed by the majority. In Queenstown Lakes District, in particular, many farmers consider
that the lack of understanding of farming by urban and lifestyle newcomers to the district is
leading to increased pressure on authorities to constrain farming practices, such as vegetation
control, to a level that is not consistent with maintaining farm development or, necessarily, with
good environmental management practice. Many spoke of difficulties relating to burning as a
method of scrub control, even with the required permits. Farm building projects are also
becoming increasingly difficult to implement as a consequence of objections from the general
public. In other districts, where public scrutiny is not yet as intense, district council regulations
are less stringent, but many farmers spoke of increased difficulty with compliance issues as
inevitable in the future, and feared the impact of these on high country farming.

Tenure review of Crown Pastoral Lease Land has been a major focus for many farmers in recent
years. A number of those who became involved in the process early, have now acquired
freehold title to part of their original properties and returned the rest to conservation uses. For
them, surrendering pastoral land in order to obtain freehold title to a smaller area, has been a
valuable tool to enable farm succession, or a pathway to non-traditional developments.
Succession is the main driver for participation in tenure review amongst farmers but for the
majority of those who have entered tenure review and intended to proceed (although some of
these have subsequently been withdrawn by the Crown), reducing the uncertainty associated
with rental reviews was a major factor in their decision to proceed. This is despite the fact that
many believe that the pastoral lease system is the most appropriate way to manage the high
country. While some farmers had proceeded comparatively easily through the tenure review
process and believed that this had been facilitated by having a clear plan, being well-informed,
and developing appropriate relationships, for others it had been, or is still, a period of immense
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personal stress. Several, who had been in negotiation for a number of years, spoke of the
frustration of apparent rule changes, and of having believed agreement reached only to find that
this was not the case. Some had conceded far more than they believed to be in the best interests
of their farms simply to complete the process as rapidly as possible. Of those who have declined
to enter tenure review over half believe that the balance of the farm would be destroyed, and
almost as many consider that tenure review would offer them no advantages. A significant
group reported that lack of confidence in the way in which sensitive areas (particularly with
respect to weed and pest invasion) would be managed if surrendered to conservation uses was a
significant factor in their decision not to enter tenure review, and many of those who had entered
also expressed concern over this issue.

High country farmers believe that there are future development options, both in pastoral farming
and in non-traditional areas such as tourism, recreation, viticulture, even power generation, and
many others. These were seen as a tool to facilitate succession and improve farm viability but
were at present constrained by low incomes and the availability of finance, or simply by the
stage of development at which the farm was presently. For many older farmers, the non-
traditional activities were seen as opportunities for the next generation to increase farm viability
or to allow family members other than farmers to make a career on the land.

“Community” is defined by high country farmers in diverse ways, which differ significantly by
location. The common thread amongst them was that many whose community centred around a
town or township felt, at best, that they had little common interest with the growing populations
of commuters, retired people and viticulturalists in many areas. At worst they felt that there is
active animosity toward high country farmers who are seen as damaging the environment and
restricting public access to publicly owned land. High country farmers, as a group, are not
important parts of communities outside the small local areas of high country farming, although
as individuals they may be important through their involvement with schools and other
institutions within local and wider communities. A number of older interviewees felt that there
had been considerable change in community attitudes towards those farming the high country
during their lifetimes. The “Southern Man” and the high country farming culture is a valuable
marketing icon both domestically and internationally, but in many cases the “real thing” is
feeling very undervalued at present.

The statistical area defined as “high country” by MAF (excluding major urban or tourism
development areas of Queenstown, Wanaka, Twizel, Cromwell, Alexandra and Hanmer) has
experienced greater growth in total population than New Zealand as a whole during the five
years from 2001 to 2006 following a period of stable population during the previous five years.
The nature of the population is also changing, with most of the growth arising from new
residents in areas concentrated in lifestyle and rural residential developments round Lakes
Dunstan, Hawea, Te Anau and Wakatipu, and a stable or declining population in other areas.
Incomes and the educational qualifications of high country residents have, on average, risen
relative to the national average. Agricultural workers as a proportion of the population have
declined and there has been an increase in other groups, particularly tradespeople, to meet the
demands of housing and tourism developments. These growing communities have little in
common with traditional high country communities, and high country farmers are, as many of
the farmer interviewees reported, becoming a less important part of the communities physically
located in the high country.

Despite the undoubted pressures and the real threat to farm viability in many cases, high country
farmers as a group remain remarkably positive about their way of life and about the future.
They have continued to develop and improve their properties as finances and time permit and
can see opportunities for development and greater viability, even though they are constrained in
acting on these at present. They link what they consider to be the privilege of living and
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working in the high country environment with a strong sense of responsibility for the
stewardship of the land, and the majority hope to continue their families’ long involvement with
the high country.
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Appendix 1
High Country Meshblocks

Meshblock selection

The following approach was taken to determine the base population for the high country
assessment. The map on the following page should be viewed in conjunction with these
notes.

a. The pastoral lease boundary data (from 1995) was over-laid on the 2006 meshblock
series. All meshblocks that contained, or intersected, pastoral leases were included in
the initial survey area.

b. This approach captured not only the pastoral lease estate, but the wider valleys, and
catchments in which they operate. The total area captured was 5.9 million hectares —
covering 367 meshblocks.

c. This approach was preferred over the use of a 600 metre contour line (as the basis for
inclusion), as it is linked directly to high country farming activity. A 600 metre line
has been used in the past, but the resulting data-file required considerable adjustment.
The current approach captures not only the leasehold blocks but the majority of
freehold properties in the high country. There are several omissions in the coverage
area however (such as the Boddington Range — north of Hanmer). These omissions
should have a minimal affect on the profile results for the region.

d. This approach excluded the major urban centres in the high country (particularly the
tourist centres). As a double check, an ‘urban area’ dataset was overlaid on the initial
set of meshblocks. This identified a further 15 meshblocks that could have some
residential population. These 15 meshblocks (shown in red on the PDF file) were
excluded from the assessment. The resulting file has 352 meshblocks, covering 5.75
million hectares.

Parnell Trost

Senior Policy Analysis
MAF Policy

Dunedin

7 December 2007
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Appendix 2
Data Tables

Age Distribution in Five Year Cohorts (%)

1996 HC | 1996 Nat | 2001 HC | 2001 Nat | 2006 HC | 2006 Nat
0-4 7.68 7.63 7.85 7.13 6.80 6.83
5-9 8.40 7.86 7.85 7.52 7.26 7.11
10— 14 8.04 7.21 7.57 7.64 6.89 7.60
15-19 6.00 7.24 5.34 7.08 5.50 7.45
20-24 5.28 7.56 4.45 6.53 4.48 6.73
25-29 7.72 7.63 5.81 6.72 5.99 6.02
30-34 8.44 8.13 8.39 7.50 7.38 6.87
35-39 9.55 7.86 8.75 7.92 8.41 7.49
40 — 44 8.51 7.02 9.32 7.58 9.07 7.79
45 - 49 8.58 6.66 8.61 6.70 9.07 7.28
50 — 54 6.21 5.19 7.78 6.33 7.65 6.27
55-59 5.39 4.44 5.92 4.95 7.74 5.80
60 — 64 3.88 3.82 4.73 4.26 5.50 4.46
65 and Over 6.32 11.75 7.64 12.14 8.26 12.30

Total Personal Income— Usually Resident Population (%)

1996 HC | 1996 Nat | 2001 HC | 2001 Nat | 2006 HC | 2006 Nat
$5000 or less 16.88 14.67 13.13 13.09 10.67 12.14
$5001-$10000 14.62 14.88 10.27 11.68 5.91 7.18
$10001-$20000 24.97 23.56 22.26 22.11 17.13 19.49
$20001-$30000 17.75 16.01 17.95 14.66 16.67 13.76
$30001-$50000 12.80 14.99 16.74 17.13 25.95 21.09
$50001 or more 5.33 6.59 10.46 10.19 16.00 16.19
Not Stated 7.65 9.29 9.19 11.15 7.69 10.15

Total Household Income— Usually Resident Population (%)

1996 HC | 1996 Nat | 2001 HC | 2001 Nat | 2006 HC | 2006 Nat
$20000 or less 22.88 22.79 15.73 19.79 9.90 13.88
$20001 - $30000 18.08 13.63 13.31 12.48 10.23 10.77
$30001 - $50000 21.37 19.31 22.04 17.36 19.91 16.42
$50001 - $70000 13.15 13.14 14.25 13.30 16.79 13.56
$70001 - $100000 4.25 7.84 7.26 9.18 12.92 12.95
$100001 or more 4.38 6.24 9.41 9.39 14.10 16.01
Not Stated 15.89 17.05 18.01 18.49 16.15 16.40
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Highest Qualification Usually Resident Populations %

1996 HC | 1996 Nat | 2001 HC | 2001 Nat | 2006 HC | 2006 Nat

No qualification 30.13 | 3222 | 2123 | 23.75 1854 | 2242
Secondary School 2038 | 2648 | 3659 | 3447 | 3291 | 3141
Qualification

Post School 2117 | 1772 | 2280 | 1758 | 2720 | 21.63
Qualification

Bachelors Degree 4.13 5.38 5.64 6.92 9.40 9.99
Higher Degree 1.49 2.67 2.32 3.19 3.98 4.17
Not Elsewhere 13.70 1554 | 1142 14.10 7.99 10.38
included

Occupation (by NZSCO Major Group) — Usually Resident Population, aged over 15

Year in Emplovment (%)

2001 HC 2001 Nat 2006 HC 2006 Nat

Ag/Fish 39.20 7.96 32.44 6.53

Serv./sales 11.98 14.04 12.13 13.56
Mgmt/Admin/Leg. 10.86 12.53 12.08 14.26
Elementary 10.19 11.28 9.95 11.83
Prof. 6.05 13.87 7.28 14.71
Trade 4.44 8.41 7.12 8.47

Tech &Ass profs 5.25 11.04 6.77 12.11
Clerks 6.11 12.53 6.82 10.98
Plant&mach 5.93 8.34 541 7.57
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