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3$Ut)\nuunlCol)tcrcn<rouflhc 
A\1str~)lhltl Agricnl tnt~d n(~()nQmtC.~ Society 

\V(JU'''J,gtXHl NewZ(!;dnlld,9 .. 'Jlll~tibrtmry 'HJ94. 

llfctIldllU Nl~.dd(nh School ()t A!gricul m.rc~Jltlll'orcs(ty, IVlcJboutuc IJllh'crsUy. 
iVU<!lmcICru\\'ford,lJepnr tn1cnJ, or Agrh:ljltHr(\Vi~!(,orin. 

t\,bstrnct 

The .high\vnlt~r use of lucem!.~ tUtti its ahility {O nCCt\~S \valer from dCt~Jl wIthin the $\uHprunJe~ 
has: k~ tn ilseslahli~hment heing uctively prmml1fU hy lh\~ Victoriun Salinity Progl'n:rtt 

HstnhlishnHmt of drylundhlCCI'llt" pastures i~ u costly nnd ri:!sky procedure. which many fmwcrs 
urcwnry of in theCUrl'Cnl economic climutc. In this study lhe economic and fhuU1Chl[ viahility 
of estahlishing dryland luccrn(,,~ prlslUrcs h,ts ncen inv($tigal~d ustng the {t~~ults of ~t four YCC{lf 

grazing trial cOltducted nettl' HenaHa in North Enst Vi4:tnna. 

Th'~ profitnhibly of hoth wool and fat hUllh produclton Wt,'fC il1vcstigUlcd for a fange of wool 
and lamb price scennrio!\ as waf; thccrrcct or govcrn.nll;!nt as~islancc madt' nvulhlhlc to fUnllCrS 

lhJ'(}ugh the Victorian Sulinity Program. 



01\)\ving, dccJ) rnoted·pC,rCllniulpnSlure,S s\lchus hJCClllC (,Ntadlellgo lwthrlll".)httsboon. beavily 
promtlLCdul1dct• t.heVich)riunSaUnhy Pr()lV~Ulllon the basis of thelJerceived higbet' Wulei' use 
mId. pf'oductivityot (h~se speci,es. 1i-hc ju~t"Ctlscdwu;tet 'USe or these p.lunts dceronses 
grntuldwtltet techa.l'gc~ ussistillgln Iheconttolofdrylund snHtlity.ThcOnnlhut'lt nlld l3r<,kcJl 
R1Vct'Cnlclutnnn Snlhtity l\1n.mlgQm~!nt Plan ttllgc,{S 4..200hn of rednu:genn:ms on which luccme 
cslahlishmcnl is ttu-ctumem option (CrtlwIhrd um1 Rntls()m~ 1993). 

In oltder m invcstitnUc thepmdllc(ive potctHial oftm;ernein Nort.h l!ast Victodn~n, f'oUl' yOitl' 

.gtlltJnglt1(llha~ been ·~~om:il.cledinnorth"eaSlVicH)rla (Cnnvfol'd Hud l\1ucnu'l«J1C, in prc.p.), 
111C$CresonrcheJ's c'lllC'iutied thnt Im:omcwill i:ncrcusc both wntcJ' usc nndpaslut'calld 
livestock JJrodu\'tIoll rclntjvc to the {lCl'fm'tlHU1CC of Otlllual pasture. 

The estabHshttlent of lucerne pusturcs however is hoth u costly und 't1sky prncedurc~ which 
m~U1y farrners nt'C wnry ()f in the Gurrem (!OOIlOHlic CHlllutc, Th(~ 'solJni.IY benefits' frmu 
decreased gl\)undwutcr recharge usually ocellI' off site undu1'C nf no I1J)lll1cluJ hl.ma:fil to the 
()WllCr (lflhe luccmc paddock. 1n this repNt. the cconmlUC und l1nnllciul viability of eSlnhllshing 
ItK~Cl1le pnSltll'eS is invc,'Stiguted on the bnsis of IhcillLretlscd production rCp(}rll~d by Crawford 
n:udtvlacfurJunc (in prep.) and Crawford and Rnmmrn (1993). 

TrlalDchdls 

111t': grazing trial WUfi located OIl a farm at Sheep .Pen Crc<;;~k 30km west ('If I3cnalla, within the 
Goulhtll'l1 Broken River cutchn1tmt.'111c soil was u well drnlncd nne sundy day lnum with 
gravclcontcnt of 20'*. pH (CaCIz) of 4.5. pH (H20) of 5.6. Al(KC[) of '1 ug/gt Ol~cn 1) of 
Ht7 uglg. aud Skene K or 256 uglg . 

. I=ivc to six month old ml,;~til1owcthcrs were grar,cd on lucerne and annual pnstures nt~t()ckhlg 
rutes or 5, 8.75~ and 1.2.~ dry ~heep equivalents (dsc) per hectare, 'n1\~};C six treatments \VeJ'C 

replicntcd three thnes in u randnmiscd t.~ompJetc hlnck. FnUI)wing c:hcmical \VCCC control. the 
lucerne pInts were direct drilled in June 1987. Some areas iniHutly failed and were rcsowu in 
AugusL The plots were HI'st stocked Ul July 1988. The annual pa:->turc trc~ltml.mts were 
continut)tlsiy stocked throughout the trIal while the lucl.mll! lfcatml.'nts were suhdivided into 
i1ve equal sited pnddm.:ks tlod grnzcd on tl 2 \vcck OJ'll R week niT rotation, The \vtnh",~r wcancrs 
were grazed It)f a pcl'iud of lwei ve months. s}WI11 and thl'n soJd unt! replaced with a new moh 
ofweanel's. 

Crawford and Ransom (1993) rcporlt'd that the h.ighc;;;t wool prm.luction pCI' hcclnn: was 
achieved from luccl'l1c pasture stockl~d at 12.5d:;;e/hu. Thh stocking nlle lhough\vus round to 
he unsllstainable on nnnuni pa1<lturc and the bcst long lCt1l1 wool production per hectare on 
Hnnllal posture wuuld he achieved at R,75dsclha. The ayerage tUH1lwl production figures for 
these two tJ'calmcnt~ are sh. \~Vn in Ttlhlc 1. 

Table 1: Average armuRl production from the Sheep PCtl Creek gml.ing trial 



'rhlsstudy \\lill aH0rnpl to ;itl\'estigm~ thCCC()~lQmic' ttlloflnanoJu.l feasibility nf upgttlldJ:n,g a20hll 
pndduck of nnnmll pmaure, to n JllCCJtllC pnsluru" !)Jl the hl,lSisof the tcsults of -the ~J,bove", 
nJ~nti()n'~dgi~tillg lriul. Cn"sh J10\Wi; hJ\lnkeve,l) Jpvels of k(!yp~imnleJeI'S, iure,malnHes or 
tcWW und l1t~tlYI."esCJ1tvnJu(,)'$ of the jllV~IiUnl'!tlt illJuCetlmpasttut*5WiU he compared tn~vhut 
could huve hcunc~u'ued (HllOf'wisC' fmm thec~d.stillg nUllunl pnstur-e. 

Itl the flrsl ci:ts.e SC:CllUrf.O thesuJttc production sch~dulC' 1/\ ussumcd ns was used in the ttinl. Le. 
gm:t.:ingwc"un,w w~thers fhrtwelvc mumhs~ shuul'il1g$ sellitl,g imu rcplnciug then.t, Iu t\ farm 
su'UtuJOtl the cxtfn wel:u~ct·S ll1t\Y hee~WI·1 .. ovel' Sltwkl ruther' thttn PUI'(lhl,\SeS ntldat the cudur 
the uiltl thus\? welhcn~U){\,}f join Uu,~ lumls wctb~~I" l1ock. ruther HUUl llGlUnllybeJng suld. 
Regnrdl.essnPPl)rtunity Qosts all:! l.llvol \ted. 

NInny· fanners hOWC:V~I' lllUY not set.: it tf,} h~ l1CCCScMll'Y or worthwhj}t~. going to the trmlhlt: of 
esttthHshing l.ul,..~et1le pastures ,iu:\iit to raise y(1lUlg\Vl~1UlCr!i\ for wtml producUml. pm~tjculnrly Ji) 
th~ Ctlrt'Ctll depressed wf:)nl ltmrkct. ~'Jnny wuuldbulic\~ fur the IllCdiuu) term dUll fat lamb 
pl~()duClinn \vuuld nrrc.rlhc 0Plmrtunhyftlt greater l'ctutll~ than wont ttndmuy ju,~Hfy the lisk 
involved inestabHbbing lucct'nt' pastures. St',in the seconu Cll!lC'iCe'llfU'io the tca~ihili{y of 
e,stahUshhlg ol'yland Ju.(."t'mc for rnt ·lamb pmdtH:Uot1. is examined. 

L.u.ccrnc.l~stabIishnlcnt Costs. 

The estahlishtlll!llt pn)gram H~ critical to the success uf n new lucemc pnS1Ul\~. Cmwford ( J (93) 
recmnn:lcllds n pl'Ogrum \vhich tncludc,!i hed1h.:idc a,ppiication. culli vution. :sc:cd inocuJnlioIl t 2fiO 
kgllm super phosphatellime. umi apphc:illiml of I..tllllal ins,"cticidc after sowing. The costing Jor 
lhis pn:>grnm (,Tublc 1]) was dt~vch)pcd frmn 5up}1Jk~t prkc lists. with tr<l{:UH' operations heing 
custed at $15/hr. anulh~ work.nH,Ca taken [rmn tvlmJdcn ( 1(93), 

In the trial some luc('me faHt't:fw cstahHsh in some areas ttl the first tJ'y, Thesl. nrcns had to 

l'CX<}\vtt. hut nu extt'a tcrtiHs~r or chctnicall' were required Such a failure \vnuld coz.,! ~4~t80/hu 
In extnt seed, inoculutinn flnd sowing CORlS. As \vcH a~ the e1>\Ulhli~hm{'m cost per heclUI ". 'hert: 
at~ {llsu a 11Ul'1:)bct' of cnpiull cnst& whtch will he incurred jn prcpuling lht! puddol,.;k or l'ottl intju.~ 
grating once Lhe lu\.:~rne ha~CslH.hhsht'd. The~c wm incluul! altcrnlion~ to Fencing nntl Sl{ICk 
\vater sUl1plic,!-.. 

Tuble fI: .. Custings for thl~ estahlishment of dryland lucerne in Nonh Eust VicloriU. 

Cost ($) S/ha 



, ,,," 

If the paddock wus shaped as 1.1 th~ diag;t~Unl ohove, then 1200m (l.Zkm) fif "Iubdlvisionul 
fc,ucing wmdd he re,qukcd in ordct to pmduce the' J)llddocks ([)f' U 2 week otiS \veck tiff 
t()Ultion~, {l~ wus us\~d in tbe Slleep Pen Crt~d~ "f'rjut To fence lids usingl\IUr pn~ts.tit1gJo<:k and 
two hx.u:bcd \vires would cost $l:¢.OW,km rot mntcrmls and $SOOlklll for cnturnclOI'S fees. 
{'l7Csumhlg there W~tS ali:cndy (Ule trough in the pndd()(:k the!) n further f(lul' trongh& tlS \veUus 
upprol~itnulely 5{)O tnctres of po)ythene pip~ would he required. 

t\'spnr.l t)f tho impleuu.:mtution of the GfJulhm'llUn,ken HJverCar.dHm"l>nl{!\ Salinity M(Ulng~l1lCm 
l'lnn lneemive~ aft~ madeavuilahk under th~ LandProt~~ctton Incl.!nuvc~ Scheme for w(wkl) 
which assist th(: COUll'OJ of gr()undw~ttt'r recharge. These int.~ludc $60/ha fot' {h~ e;~t~lhHshlYlcl1t 
ot deep .rooted perennial pastures and $1.20 per metre It}r malCJ1uts for feInted fenting. Thcs\~ 
grants ure availahle on sites with gt'i:lUhdwat.er recharge ratc~ in i;Xi.:I.";S nn 1m/day, 

Scena,rio On~:Luccrnc fol' '\'00] J'roduction. 

ItUrod voLin n 
A fanner ha.~ a 20hu p.addnck currently under unnual pasture with sirnHar ~oil (.;haractC'ristic~ to 
the Sheep Pen Creek (nat site. -I'11C' paddock l~ currently stocked ill ~.75 lIse-/ha. the highc;,>'Sl 
sU~Ulitlabhe wool producIng .~,nntltlt pasture ,'{locking rate (Cnl\\('ord and Ran:li>om .• Iq9~t Tht~ 
farmer is interested in t:f."tnhli;.,hjngluccmc pasture on lilts pat.khlck !-lO the !\tot:king rmc c.an he 
raised and a greater pl~rccnlagc of t11\: Wt!.atlt;'fS rrndu~~d annuillly ('un he I·~tilincd, 

Tilt! fann~r cutrent)y has a hank l\V(~rdrnft at j 2'l interest. Whlt:h wtluld have w he cXlcntlcd 1n 
urder to cover lh" extra capitaJ required to ~stuhnsh til(' luccrn~~ pasture, Tlw prOfil!\ corned 
fJ'um later pl'uduclitH) \vUl then he u~c:d to ht::lp pay ofT the overdraft. crh~cthdy eal11iJ11:1 12Q. 

Current i\nuuall'nsturc nudgct~ 
'I"he llomimll budget or COIil{;\ and rcwms over nine yl~ars in Arrxmdix lawaS' pn .. 'rmnNJ fur a 
201m puddock of annua.l p(L~lUn;' raiSing \H!ilOCr \\'ctbcn;. und is to he used as the hU5\0 to whkh 
lu(.'~rne estahlishment. optkUls win he cdmpnted, 

At the current. clotl1l \vtml pncc or $6/kg tJ1C' 20ha nf annual pasture hud UnU\t'T~lgc gross 
tniu'gm uf $69/ha producing a net rct1.lm or $ t .,:'Si Hl the 111'\1 Yl!ur. 



At ~.l dis~lmnt ltntc uf 15(Jf;lh~ production, trOllt the IUttlual p.ustute over lhe, nine ycnts.hJlS fl, Net 
Pt'QSent Valu~~ nf Sr'iL'(} 1 uta wunl pri~e of $6Ikg~ ~thc Nl)V~u ()thCf'Wmlt pti.ces t~I~C shown in 
~rable Ill. 

~t;ubt~ JUt,. Net lil't;!scnt vuJue oJ '(,(HumS(JV(~l' nine yeuJ'slhml wonl pr(lductimloJ)Ctll'tent 
~mnuill pasture, 

$7~UO 

$9.144 

lHeSidfS 
Ca.~h nt1W hud~cu.; {/\ppt;'ndix n "wefe done for (he t'\.~tiahH5ihmetll and prnducUon {If IllCCJ'llC 

pasture~(ltl tht" husis ·of (bt~ l'esUll~ shown in tabJe 1 and the rotlowing assuUlpllutlS • 
• .1,\n:nual muhltenance fertiliser coslof $2:i/ha, 
l.nnadon 01 costs (\f J~ 1',0. 
tuccrncpusturo given one yt'~U' 10 t;~AUlhUsh henne gnlling. 
L.uceml~ fHlstu.re ha~ u IHC! (If eight yc:at~ ufgffJlillg. 
I~xtra tlHl.oagcmcJ'lt la.bour provid~d by landowner. 
\Veanershrought into thcsystenl at six rnnnHls at H cos;t uf $lH 
\Vetht:rs sold oul \)1 Uk' system UnCI' shj.~at1ng at 1 ~ mmtlh~ rot $24 
Anmlu:l trlottaUtynuc ()1' ~(~ 
Annmll vrui~lhle costs t\[" $.5 pt!r w~lher 
Clean wf~ol ptit.:c of $6/kg, 
\V Ot'd selling costs anulnxcs of 1 fVjf uf gro!<i!) rccdplh. 
The fat'm ha~ a capiml ("ost or l;'!<l. 

A range of 'Vtlu} pticcs w~"re used· in thc'Sc hudgcls and tilt' results arc sho\vn in the tahle.1i Ulld 

ngur~s which ftdlnw. 

Figure 11: .. RClum on L:apilal iUVl!SlCd. 
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))i$(mssiotr. 
Allhee~pcctedcleallWOtll ptic~ of'S6tkg nrC. csulbUshlllCIlt t}f Juco.tl1CI?ftB[UtO(ltl the ~Ohtl 
pud.d()ck.genrrtU,c$ n. .ret;uru'Otl lhe oxtruc~lphtdjnvcstf.;i1d,)r2lJ9t14Allc,~lUblishrncJH .tJdlure 
wmtltl {mly t'Cduco,the rCluttl ttlln%, thougb wHbnu.t guvOli'llll)(m.t .grUllts the teWrnwould ftdl 
to 10%. 

Assuming the cnpito.lht(s t(l b,~ bUft:mvudut t2%hlt~tes( t.hnn the rOlUnt on cupHnlnceds to be 
grcMet' thnjl 12/~ ill t~J'det' for the ptoje.ctt l(;)b~ fensUlic. At.n l~<t~· rClUNl bnfl'f)wiugt:'oslsemtld 
hectw~wed but Ihere w()uldbe 110 tlHlrghl thr risk,,!, Iluthhlg k~11us t\ pn)f:il fotthe !'tu;rtler . 
. (jh.rcn the risk in voJ ved Itl thQcstuhHshmcnt (ll lucprl1~, uncilhc S\Ii.l$Cq uont inct¢nsod expl~sure 
to dt'u\l.g.htns nt"esufl ()f ldghl.!l' sltwkingmtes rbt£l'c. would also nc,cQ to be.u tisk ttUl.rgh1of nt 
1¢·UM j~. on tOp of tbe 11%. 1n figut'c 11 itls Sht)WJl that ntwool prices nbtlvc$4lkg lucerne 
cun g.tmemlte tctumsitl c.xceiss of 1St1£:. but ifuncslllhlishmctlt failUl'e occurJ'l~d u. wcml price 
ahove $61kgwnnlcl hGrequlr~d. lfgcwemmcutgrall.ls, Wl~J~ l'tnt re~~ci\lcd then evcn nt tl wool 
pdce or$91kg uud a succ.c;ssrules(nhlishm~nl n retufllof ISfjf ~nnllm be onrned., 

luHgllfC tll1he net PJt~sent value of the nJtUrl! telutns whichc()uld be c~pcctcd [rem} holll 
.mumdnmlluccrneptlSlurcs at n discount t:nle t}f 1$%.' tlft~ Rhown. At a $a/kg \vonlprice the 
lUCCftl(! pasture h'18 an NflV of $8.24.6. ,,~hich ComfltlreS fnvnurahly with the mltlunl pasture 
N~)V of $7.250. An e.~tuhUshmelu fttilurc would result illahnnst oqual NPV, while without 
gt)\,c.rruncnt grants the lucerne NPV futlswcl1 ht~lowthc NPV of nnlltutl pasture. 

fnfig.ure f()Uf it is shown that the after Coo!' YC11ts lhe lucerne cunHllutivt~ net Gash How will be 
pmJi.(ive but it still takes until rht' end of year eight In surpu~s the cn,sh fluw ge.ncrmccl by u1l11ual 
pastufC. It is lmlikely that. this situation wn.uld nnt he acceptahle to fanners n:mre COI1CCI'HCd 

with shor~!r tcrulcnsh Hnws. especially g.ivCtllhnt the luccl1lt! wmlld he ~Xpt~cted to hi.! ut lhe 
end of its lire by this lime. A lnngtcnn wool price rise to $8fkg wmdd dccrcas\! the hreak-evun 
time to year eight \vhich \vnuld still he cml~id'~red for (00. long by tll()sl fanoers, espccinJJy 
g.i\~en tbe potential risk of cstnh1ishment nlilure OJ' \Vtl0} prh.:t~ dCL~nnes. \Vlth an Utl:suct:essful 
est;lbHshmcnl the shortest hl.'cn.k"cven period .is nUlc years. und wilhout gnvernmcnt grants the 
luccttlc \\dll never mn.tch the nnnuaJ pusture cumulative cnsh now, 

If ~(wernmcnt grants. arc availahle the cstahHshmlJm of lth.:<:rnt.:: pnst.ur~ has the potential to 
«chi<;wcacccptuhlcrelurns at wool prices ahovc$4/kg. EV(~11 ttndcr these circu11lstum;cs ~ltl 
aSluhlishtnl.mt fuilure wmdd l'equirc uWO(ll price of at teast $61kg. h wHf sliU tuke HplO nine 
yenrs lhough befol.'C the cumulative r.:ash n(}W fl'orn lucerne surpnsse.s that from an.null posture. 
If govenuncm gnults were not u.vnUahk then lu(.~eme P~lstlltl~ \!stublishmont fujls to produce 
acct1pUlhle rctUrJ)f' und is unahle to break-even with unnuul p~lsLUrc cash now~ within the nfc of 
thci.mnual pasture, 

s.cenario T"wo; Lucerne forFnt IAlnlb J'roduction. 

hlt(oductiOll. 
Afc'll'tllct lwsa 20110 paddock cUrrt?OlJy under' annual pasture with similnt'soH chanJct(!'rlsl.fcs to 
{he Sheep l'en Crc\!k lriul site. 111C paddock however is currcmlycarrying Una ct'Oss ewes and 
lnrnbs: stocked at 8. 75 dsc/flt~. '>rhe funnel' is intctcsted in estahlishing fuccnl~~ pnsiurc on lhis 
rmddnck soa.s he cun turn offrnol'c hunhs~ und l:;unhs of hetter quality. He bcllevesthut with 
lu~cme he will he tlhk~ to produce l110re lambs, carry th<,:ul longer antI tcccivcu pr(;~mlum 011 the 
~uJeprlcc, 



A$ with SOtHlntioone tb~nu:melfC1J(1~.ntly lms 11; bnnk(lVQ.rdt</).n: m 11% bUctUsl~ 'whichwmdd 
bt\~~c ltJhn~ttendedbt\)rdet to c(wer Ih~e:);:li1len(llulttequltcd:t() icsl:tlhlish {bcluqutJl~ ,tjnSluro. 
~rhe fwtdlCs~ml1~}t1 frt1tn Intel'produu.tinnwilllbonbe 'llsed: to hclV pU.y uff lhp·ovonif!~trt~ 
t~rrecuvc:ty c:m:ultlg· :l2lit··. 

C:nrr¢11t'l\Junj~\tJ)i\shn~e··1l •• dg9t~ 
1'ib~ llt1lnlmtlll\ldgut(11'e.tlst£t1tlOm.turtls t'w(t.l'l1inc ye~u;s j.lj AppuucHx. tIn wtlspropared for u 
;z.Uh;lrmdd\lt~'& (If ~uHnmlJ!.asmi~c l'uising;lht l(Ull b,s~ and, is tu bcusud us thehmro to which 
luu"rtle. esulbUshm¢llt opUmtswmb~!·Q(!mlpm.·od.. 

1,'ho(!::xp{')c.tedcn.sc of$.3Uper lamhnod S;Cllkg {If woollbis ~yst~m hM U gl;()SS. mt~tgih.Ur: ,$I$/hn 
Ij rnduci.ngtt nUl.reluni (lf$I.509 'in the llrs! Y(:'~ltl~. At n d~sG(:nmt l'me.of 15~ tb\:}lvll,trns!rtmJ 
dlupndd~}C;,k~1V\!r (he nextllJn¢ ye~lrs huv:cun NPV llf $1,.979, this' only represtttl.ts u Nl?V/lmnf 
$::'\99. 

';}:>I;,We V:Netptl?s{!tlt\'~lhle nfretUl'ltS over tUlle Ye'nrsnf I'm ;\rullbprmJuctiun Of) thecllrl"Cnt 
nnllua'l tlltSlUm, 

R~sUlt.f) 
Cash nn\vhudaeu~ t l\'ppeIldi~ ~l\H') wet~ dflt1'~ rUt' the C~lahlt~hJnLm{ uno l)ruduct.Jun of luecrJ1~ 
pnstu:re on the bti~j& of tbe fnUll"lltl[,! USS\mlpii\ltl~. 
. l .. ~tnd vulue of $1 ~50nlha. 

1\11l1t}ul ntahltenancc fCl'tdlser C(J~t uf $;!='lllU. 
ltlHUlinn nfc:()sts of p.~l. 
t .. uceme pustltregh~en one yt\urtn cSlahli.shhcron:~ grathl!:" 
L.ucenlc pu.,,,t.urc bas a lift! t;f eighl YC<U.J.'$ of grnling. 
Hxtru managtUlICJU lahlmr providt~d by latldt)wl·ll,~r, 
R~ptaccrtletlt ewe cnst of $30Ihcad. 
Cutl tHNt~ su.te~ of $l2/11end. 
l!we hfe llf 4 yeru:~, 
lm)(~ lamhing pel'tentage. 
Annual Jl10nulity tnle (~f Jr;: 
Annual van.ahlc CH!>.I$ of $=, peT wl;;thl;;~r 
Ewe wllul Gut of 3kg/baun both imuunl umJ lUC·Cl'tlt.;\ paMure. 
Clean wool price .of $61kg, 
\Vool selling co:.,ts and HIXCS of 15CJ{ 
The ff~rI1l1ms acupitnl opportunity cost of t 2fif. 1,(:" any extra hOl'towil1.g\ will he 
chur'gcd 12~ and any profits can puy off current loun:\ ill 12ln, 

A rJngr 01.',\1(0) prices Wt~.rc USl1d in thestt hudget!.; nlld the result"! nrc shown in the tahtcs and 
ngUl'CS which fonuw, 
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$~O $30 

J~~mbl'rt(:e ($lhd) 

ftigqrcVlt- NPV (15qt disc(mnl i'ute) of htCC111~~n:nd utl1111aJ pasture t't!tutns with 110 price 
premium. 

$lt$~OOO 

$t4.000 

:$.12,,000 
2 

$:lO,mm ~, 
'E: 

SlJ.QOO ~ 
,~ 

,!" 

"'" $6,O!)O (;l 
~ 

$4,0I)() 

sumo 
$0 

$20 $30 $40 

I ,il101bVrltl! (Stlult 

table Vll:- I3t'Cnk .. evcn pl!liod fot' 'he cslnhHshmen[ or lucerne pasmrl~ for nn hunh 
productknl with nnpdce llCniiull1, 

11-·----------+----41-----t------t·---~i----i---~---n lInsuccessflllltstuhUshnHmt grtuJ( 
no gnmt 

10 
If) 10 

I) 

W 10 



0% 
$~O $3.0 

1.llmbl'tic\:' ($lhd) 

$40 
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··-·tr .. ~··· llnsllccJNc,nr.ulll 1 
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FigtJre VIII! .. NPV (15% discount mte) of lucCl11c and annuul pasture rctufll$;with a I S9f 
price prernhun. 

$18,{)OO 

$HhOOO 

$.l4iO()U 

.~ $,ll.tlOU 

~ $tl.umn 

·~$!M{lO 
.~ 

i $6 .• 000 

$4,OtHI 

$2.I'IUO 

$() 

$20 $.30 

!,1lfll.b l'rlc('{$fhdJ 

Tuble VI: .. Steak-even period for' the eSluhlishmenL of fuet'me pn~turc for filt lumh ptodlh..:ltOI1 
\~ ilh a 15ck price pnz,tnium. 

~~--~----------4--ttJlSlltCCssfuJ J~ShlblisbmelH gt;tui 
no JU·UI.U 
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J)iS(;U$Siou. 
As withsccnurio ono, the estnbfjsh111cntoJ~ hlcornc pnSJUr~1 needs t() .return Ul leusl15tirt in 
ot'dct' lncover thectJst {If bon'oW.hlg the necessU]'Y cnpH~tl fHld tho dsk luvo!vett 1st figures V & 
VI {Uld table VI the results m'c shown lb •. , thCG~lSCwheic thcreis no price plllmjum received for 
the lamhs produced by the luccnlu pltsltwe.ln these Ilgures it is shown LlUlllhc cstubUshment of 
lUCClllC ptlstlm.~gelletates IUlUJilS tn ¢.;.::ccss of 15% Jhr nlI luwb pd.ccs ub(;wc $20/hd. If ttll 
eSlnblishtnCHl fuihuiC WtlS to ()CCtlJ' l~ lh~ lamh price would need to rise to $301hdiil ordei' .lO 

cum the necessary t'eturns.\Vithn~lt the govct.flmcnl gttttHS even n .hunb price of $401hd wmdd 
full to rettlnl 15% on the cnpilnl invested, 

'l'ht! .l'emrns from 1\I~ernc pasture have tl gt'cntcl' NIlV lH nll l~lllh prices above $20/hd with 
$UCCtJssfu.J eSluhHshmcnt. If nt1eslnblishmenl fn.Hut'C occurs. the NPVts\vtm.ld he ulmostoqual 
nl n lamb price or $30/hd.\VHhnut the gnvenuuent gm.tlL~ lUHlual {)USLw'Cr hati n higher NPV fH 
t}Jllmnb prii:.;'cs iuvcstigol."u, 

111 tnhl(~ VI it is shown Uml the shortest hrcuk ... c\'cn period Ilosslhlc is ~evcn ycars\ but this 
requires u $4tllhd bunh pt'kc, At lower prk('~ it will tuke S to 9 yeurs for the net cumufutive 
cash now fhun lucerne pu.stute to !{urpnss what could have otllcl'wibe bCt:!tl achieved (hllu 

annual pnsLure, If the guvcrnnu!ut grunts wcr\,) not nVJlilnhk~ the lllcctnc cush now cnuldm)~ 
surpass t.hl.! unnual pasture cash now within the lire of the IUCCJ11C pasture. 

As with scctluriu Olle tht~ t~slahlishnlt.mt or lucerne pnsturc can achh.~vc acccptnhlc tclurns whcll 
government gnults nrc available. ·I111! hn.mk"cvcn pct'jod though is still in the eight to nine ycuJ' 
rcghJp whidl i~ likely to he t'nnsidert~d far ton Jong hy those farmers concerned with shorter 
term cash nuws. 

In figut'es VII & VIn and tnhk vn the results tll'C shown for the case \vhere the lucct1lc 
pasture is ~\bic to carty the lamhs rurthl.~l'illt() the Stimmel' and thus the farmer i~ ahk' to receive 
a pt'emiutn price. This pn~mium is t'stiJT'H}!.cd to he 15<Z of the sale price fot' lambs from the 
armual pasture. 

In I1gurc vn it is fihn\vn that evel) with an eSLablishn1cm failure lut'cnR~ pasture is ahle to carn 
rct:Urt15 in excess or ! 5('& at aU wool prict..~S nhove $20/hd. \Vithout the gO\,l~rnn1Cnt grurH,s U 
lamh price of at IcaM $30/hd would h,,' needed to ensun.~ a 15't return. in the case of an 
estahlishment failure 

At a discoulll rate of 15<h returns from luccme pasture have a greater NPV thun unnuul 
pasture ttl aU lamh prices itwcstigatcd. Even without the govcnHm~l1t gl'Ul1ts u. {,unh price 
hctwecn $25 to $10/hd is enough to produce tl hight~r NflV fot' lucerne cstzthlishmcl1t. 

Illlablc VB it is \ho\\'n that the net cumulative cash now gcncmhxl from tuccrn,,~ cstablishml'nt 
i!\ uhle t.o surpass that 1'1'0111 annual pasture after 6 years ot a '$25/hd lmnh prlt,.·c. and i.n t:vcn 
5hortcr times at higher lamb pricc.s, An estahlishment failure wnu.ltI only extend this PL\I'iod hy 
one year. \Vithuut .govcmmcnt grunts the slwrtl'sl possihlc hn~nk~cvcn period is 7 yCUi"S lJi U 

$401kg lamb price with succes$full, .. ~tahlishmcnt. 



If J10. p.tico PfCllliUltl is' ohtnilled the re.tlll.'ns.gcll(W(lI.C(J ftont tUCCtl1G ostnbUShtnellt aro of Q. 
shnllnrntHurc to those fmm sGcmuio one. It the lucerne G~m Ctll1j' lambs further into the 
Stimmel' nnd u. price premium isohtJtincd then Vel) nttrncdvc. t'CUH'.I1S nt:e (wailnhlc. 11' 
gOYCI'l1111cnt gl'HnlS Ull! nlso 11.1Geivcd then (.hc bt.'fmk-:tWOll periods c.oufd· he us low l\S 5 to (l 
)tettrs which may nppetH'mm'(! attractive to t[)tlSU liltJ11crs hltcrcst.edit1 shott tetto cash nows. 
\Vhhnut the goVCt11ment grants fensibJ(! tClU\'US H.rt~gonerutcd at lomb prices above $25/ho\ l1Ul 
lhe bl'ettk"cvcn pcdnds ttl\! still in the Sl~ven to nhlc yOtH' bt'tlckcL 

Conclusions .. 

The gt'uzing trial of Cmwford und Mncfndmlc (in prep.) dcmollfitratcd the possibility to rnisc 
stocking rnte hy almost 4dse/ha \vith fhe usuthlisl.mtem of lucerne pasture. It \volild appear 
though (hn! the costs und risks involved ill the cstubfishmcllt or these postures may deter 
Cum1crs. 

\Vith the aid or govCl1JUlCnl grunts the estnbUshmelll of luccl1lc h~ts the potential to generate 
viublercturns on thl~ CXlJ'tl cupital invested, 1.11 fimmcial temlS thOllgh the hmak~cvcn pedod 
with unlluul ptl"ltllt'C is in the eight tn nine year bracket, piJJ'liculutly for wool protiuctiOll. 
Unless u prk~c premium call be ohtained the prOdtlCliOll or fut lambs has shnilur returns on 
cnpilal nnd bre~lk·cyen periods. If there is the possibility of a prk:c ptemium. rctutns from 
lucemc est£lh1ishmcnt arc very good and the hrcak~cvcn pcdod shortens to npprm.;imuwly six 
years. 

\Vithout the Hid of government grants the estuhlishment of lucerne pnstllrcs is unvinble on hoth 
economic und financial grounds. The return on cupital is less thun the oppm1ullity CO!\t of the 
capital the NPV is less than the NPV fir tClU1l1S fn'111 the existing annual ptlsllll'e and the brcnk~ 
even pCr1nds an: often longer than the life or the hlccrnc pa!'lUI'C. 
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l~(WllOU)ics()rl)rYhmdt.ucCI\llC l)nShlt(!':l~sttlbHShnlCllt. 
. Gra:iltlgWi.!'~ner;'i 

not.hJ~tlt(lrJ) riSts 
P~ddJ:xtk Si1.~~ 
l .. \l~emea.nabn$hmuntC()~l 
Lij(lt~meFllilur~Cost 
M·air:lt1:n"rtm~¢:F~ltiliter 
Vunu.ble Ct)st,s 
Wl,tnucrC()Sl 
\VelhCt Stiles 
Mol1,dit~t J~iUt'f 
Cl~(Ul Wool Pnec 
W()ol Seiling CtlSts 
()J'lmrtunit), Cost (}f C ~pitnl 
lnt11l,titm 
SUti,c~~iftd f!~t~blig'hfllenl 
O.rllllts Re~ltlvt'(l 

WU(llCut 
SIOl;~kitl~ Rl'JlC lwedl(!fSlha) 
Supph:::munt.~' Ft~~d t$Jhd} 

(~()\'~~rnmt:!ut As..~lsbU1CC 
F~ncing RebJltc 
Pusturel!stnblislummt Clrnnt 

lu~st:l/rs 
lRR on MArg.imd Capital 
NPV of lucerne (J $%) 
NPVofnnnual ( 15'~ ) 
Y ('<11(S to break even 

20JlIl 
Sh16 IIUl 

$44 If!;. 
$~S Ihn 
$$ Iwel.hct 

$lS IUtl 
SM ,'ltd 

~J~-Ifl 
StU)O Ikg 

15% 
It(~ 

1% 

t",tlc,~r·m: 
251 
1~5 

$0.16 

1.2 km 
J,2'kfll 

SI.20 1m 
$M) Ihtl 

2n24(~l 

$8.24i} 
S7.250 

8 

AmHml 
2."5 

It?; 

Sl,200 Ikm 
SS{}O Ikm 

$194 

$li140 
S9/.iO 



AtrnualPaslure 

Number Value Total Number Value Tolal 
Op~ning 1 lSales 

18 month old Wethers 170 $24 $4~080 " 
8i'rths o 

Deaths 5 
PUfctlcJses 
6' month old Weaners 175 $18 $3.150 

Closing 
Trading Profit/Loss $930 

115 $4~08{l 175 $4~Q8a 

Lucerne ,Pasture 

Number Value Total Number VaJua TatcH 
Opening safes 

18 month old Wethers 242 $24 $5~:80B 
Births () 

Deaths 8 
Purchases 
6 month old Weaners 250 $18 $4.500 

erosing 
Tr:adlngPro fitiLoss $1.308 

250 $5,,808 256 $5~808 



Existing AonuaJPaslure8udget 

vE.A'R 1 2 3 4 4) 6 1 

COSTS 
Establishment 0 
Fertlhzer (kglha) 50 (l 51 5 53·() 546 583 580' 597 
Stock COsts 875 901 928 956 985 H)1A 1045 
Supplementary Feedmg 340 350 360 371 382 394 4D5 
Woo! Berfing Cgsts __ ~_~ __ ~JHt 39~ 406 416 431 443 45'1 
TOr-ACCOSTS 2097 21tH) 2225 2291 2350 2431 2;504 

RETURNS 
WootSates 2550 2fH?7 2705 2786 2870 2956 3045 
Stock TradjngprQnt9_3~t 958 987101Pc. 1047H)I~ .1110 
TOTAL RETURNS 3480 3584 3S 92 38:03 !l911 4;034 4155 

NETRETtIRNS 

ECON0MlGANAL YSIS 
NelPteseilt Value 

FINANCIAL ANALYSIS 

Net R~tu .. ns 

Interest 
COmm\HctliveCash Flow 

1383 

5Q;r .0 

10c;~ 

15~~ 

20et(O 

51.383 

$1,383-

'1424 

$10.990 
$8.825 
$7,250 
SS.018 

$1.424 

$166 

$2,973 

1467 1511 1557 1603 165t 

$1.467 $1,511 $1,551 $1,603 $1.651 

$357 $515 $826 $1.H2 $1.438 
$4,191 $6.884 $9.261 6lt.gS'€' $15J172 

8 

$15 
1076 

4'03-
410 

2579 

a'r3S 
114'4 
4i28n 

11"01 

Sf.i01 
St~aa9 

S18c:,;SS1 

9 

633 
i1t)S 

430 
485 

2;5$6 

323:0 
1178 
44118 

1152. 

Si~752 

$2~~{) 

$2:1,563 



Luce.tnel'asture DovelopmentBudget 

YEAR 

COSTS 
estabfisJlmunt 
Fendng 
Wafer FadMes 
e:WIm Stock 
f~ttmZ:ffl" ikg;hal 
SmckCosts 
Supplameruatjl Feeding 
WQ91 Semfl9Cqs~f$~ .. _~_ 
TO"fAlCOSTS 

RETtlRNS 

1,720 
gSG 
750 

3~430 

2 3 a 

1.350 
515 530 54& 

t.288 1.320 1,3:66 
41 42 44 

sn 594 612 
3,710 '2.493 2,568 

WOOl Sales 3.844 :1.959 4G7tt 
SU')(:l\ iradmgProfittLoss 1 347 1.388 1 A29 
Salvagt;t ~tta Stock 

5 

563 
lA(}'i 

AS 
630 

2,645 

.4 200 
1472 

6 

Scao 
1.449 

48 
849 

2 .. 72'4 

4.3'26 
1Ji16 

1 

597 
1493 

48 
6G.8 

2,'806 

1\ 4SS 
1,S6Z 

:ij 

S~5 

1,&'3'1 
4$ 

SSS. 

2~99O: 

4,SBtl 
1:609 

9 

63:3 
'U58) 

st 
'fOg 

2.917 

4.127 
1SCS1 
l.7JD 

TOTAL RETURNS 0 5,191 5.:347 5.507 5.672 5,842 SiGH, (;i.HHl 8,,'094 

NETRETtJRNS 

ECONOMIGANALYSIS 
NelPresent Valu~ 

Annual Pasture Returns 

Lucern&Pasture Returns 
Extra Returns 

Internal Rate of Return 

FINANCI~'L ,ANALYSIS 

Net Return 
fn.ler:es1 
NET CASHFtow 

Years to Break EVen 

3Alt) 142t ~'UlSd 2'9l9 3021 3.Ha 3: 2t2 SJtl8 

5% lSHi425 
1{}% $11209 

15% $8.2.46 

2Q~*, SS 1 '6 

1.383 1 J24 l.4(H 1 511 1,557 1.603 1 &51 litH 
3430 t421 'U154 2"939 :tO~7 3. liS l,~la 3,30'8 
<1813 4. 1.JBe 1428 1.471 1511i t 'S$D '1,S'ut 

20 .. 24% 

{S} J13(H $1 421 $2854 $2.9.39 53 C2'l $3,118. $3;~12 S3.3'Qu 
L$41;;1 .. _ {S4~.~._~_:t~~L-,~__($4!iL ~3l)2 $70;;; $Lt~ $l.oaS 

{$3!l42r {$:; 882} \$374. $2 52~ $5.850 $9 611 $t4043 $l'9,G~a 

a 

S. fll:t 

l152 

~UHl 

:a ,lSi; 

$SHa 
$,2.284 

$2!),43tl 



ECOnQ m.l G.sQ.fDryt af,d l;ucern$P~stytel:~;t~bH$hrnent 
Fali;;a.tU.bPi'oductlQ') 

aQth(::nterpHse s 
PilddOck $tta . 
Lu.ootne SstabUshrtlenl CO$~ 
lJJcernaFail~uf.!'C()$t 
M~Jnb~:t!:ahQ) f:eridiZ$f 
Stotk V~J"abla Cost$; 
R(~pttlCwn!l"I. Ewe. CO$.1 
cull SW~ $alo~ 
lamb Pttce 
£weLlf~ 
Ewe dse eq,pl\1nJ~tlt 
E\va WOQI.Cut 
lamblflg P&rCl.~1llage 
Stile" $01l1.I1.g COS1& 
Mort.,1myHato 
ct&tm Woo1 POCIi\' 
Woo! $t)litng '00$1., 
OpP\Jdtlnlj}' Cosl·of Capital 
Irdl~UQt1 

$uccosstutEstabtjshmeRt 
GranL~ Rll¢alvel;! 

ao hll 
$146 Jb.a 
$44fh~ 
$~5 ifll'1 

$$ it!se 
$3() Ihd 
$let! Ih~ 
$30 tht! 

4 Yf'l!r$ 
:1 00 d$~ 
:3 OQkgfhd 

H).O~t. 

5% ell ~ales 
3% 

.$6.00 fKQ 
1511'4 
)2% 
3% 
yas 
y&$ 

Luc~rne 
Otl'f" 

Annual 
lamb PriOO il1cmase 
Swcklng R?)te (dl»afha) 
Supptemumtary l:GC:!d {Sihd} 

C.apWHOo$ts 
fl'ene:lf!(t Matoflalt,:l 
F~nt1tigGonttaetot 
!Jo~kWat~tt(lS Facltttles 
TQtal 

Government Atiosbnance 
FentiAg Rebate 
Pa1Jlture Estabhshmen1 Grant 

RESULts 
lRR on Mar911.'\at Capit.il 
NFVof tuceme 05%) 
NflV .of aMua! (H;:<l/Q,) 
Years to break ~van 

125 
$016 

t 2 km $1.200 X.1fI 
1 ~ km $800 tkm 

.$L20 1m 
$.60 na 

2033q,/,> 

$8.914 
$1.919 

a 

a 15 
$t94 

$~ 440 
$i96() 

",~"" .. ~Z1~ :sa.150 



Annuaf:Pasture 

Opening 
Mixed Ag~ Ewes 

Births 

Purchases 
RepfacementEwes 

1"iradlng.PrQfitlLoss 

LucerneP'lst.are 

Operlihg 
Mixed Age Ewes 

·81tths 

Purchases 
Replacement Ewes 

"TradingProfitiLoss 

Number 

Number 

Value 

88 $21 

85 

25 $30 

198 

Value 

125 $21 

'121 

35 $30 

281 

'fotaJ 
SaJes 

$1 Jl48 llCuJf twas 
Lambs 

Deaths 

$750 
'Closing 

$2~(l64. f fMixadAgaEwes 

$4~6.a2 

Total 
Sales 

$2.625 r fCuUEwes 
Lambs 

Oeaths 

$1.050 
Clos'jng 

$2~952 I IMtxed Age Ewea 

$6.621 

Number 

Ntfmb.er 

22 
85 

3 

a8 

t9g 

31 
121 

4 

125 

28'\ 

Value 

Villue 

$12 
$3.0 

$21 

$12 
$30 

$21 

li)tal 

$264 
$2~'55D 

Sli8~B 

:$~~6p2 

Total' 

$372 
$3,630 

$2,,625 

$ll~621 



ExlsfingAn nualPastllre, Budget 

YEAR 1 2 3 4 5' () t 8. 9 

~QSTS 
Estahlishment 0 
Fertdi¢et(ky/ha.} 500 515 530 546 563 580 597 615 6a3 
srock Costs 815 9tH 928 956 9B5 Hl14 i{}45 10to 1108 
Supplementary Feedmg 340 350 360 311 382394 405 418 4l.t(} 
Stock SeUlng Costs 141 141 14 t 141 141 141 141141 141 
WOQi Se1fmgCQsts 230 236 243 251 258. 2:66214 . .2tH! .29* 
fOTALC08rS 2065 214,3 2203 226:'5 23'2'9 2a9:4~4'62. 2'5-3;2: :2'6:0;3 

REitJRNS 
WoorSales 153,0 1576 1623 1672 172~ 1114 1821 18'82 1:9'38 
StOQk TradIng pront 2{}54 2126 21902255 2323 2393 2:485 ,2588 26,15 
tOTALHEfURNS 3594 3702 38'13 0927 404'5 416'0' 4"29'1 442,0 4553 

NETRETURNS 

ECON0MICANAL'lSIS 
NefPresent Value 

FJNANCl~L ANALYStS 
Net HetUrns 
tnterest 
cummutatlveCaSh 'Flow 

1509 1559 lS1{} 

5% $12.112 
10% 59,718 
15"/0 $7,979 
204l/i'>" $0;684 

$1.509 81.559 $1,610 

$181 $390 
$1,569 53.249 $5.249 

16a2 1116 1712 182e HUl9 t949 

$1,aS2 $1.716 $1~TlZ 'Sl~629 $1~88g $l,949 
SS3{} $905 $1~21g $1.'578. $.lt$l37 .. 52;454' 

$1.541 $lO:.lG2 $13:.154 $16.562 S20A3S S24~g4'd 



Lucerne J?~$ll:fre: D~veIQpment- BuQ.g~t' 

yeAR t 2 3 .. 5 {) '1 11 g 

COSTS 
EsmbiIshmanl 1.120 
Fendng gao 
W.ater Fncibtitfs IS0 
Extra Sloek 1'1 l' f} 
F ettiltzar (kgfha) 515 SSG 54~ ~a3 5&\tl 5!U a 1 a 
Stock 00$1$ 'f ass ,t 3;?.613a:& 1401 l4.41) f 493 lS~7 

Suppfementary t::eeditlg 41 42 4,4 45 46 48 49 51 
Stock SelfIng Costs 2nn 21:)1) 2UO aoo !OQ ~Qn 200'2UO 
\"[001 SeIUtrg CC1StS 33:1 341 :l57 ~6~ 37~ 3:~tl .4P! 4J4 

2,(1103'2:trg,' 

REtURNs 
Wool Sales 
Stock tracfmg Pro.fltlloss 
$.gIl~~fEl i;xlra: Stook 
TOTAL RETURNS 

NET RETURNS 

ECONOMfC'ANALYSIS 
NetPresenl Value-

2.243 :.2,311 
3:.{):4t :l.13t 

0 52:U4 5442 

-343'0 1794 t9l47 

5~ $'t6-.;411 
10~ SH!,OI8 
15'~to se.914 
2fJ~ $6.13,$ 

Annual Pasture R~tutns lS(J9 HiSS HH a 
lu.eel'ti&Pasture:. 'Retufns -l4JO _ _ 17f;}4 _ _ 2~7 
Change in Nat Retums .4.9!lg-~ - 23:5 >-~ 

IRR Qn Marginar Returns 

F1NANOtALANALYS1S 
Net-,fletlim 

Y(!urs to 'llttl<lkEvQIJ 

2.0~aao/Oc 

·:3430 11-94 ~J97 

8 

~.3.8(l t.45t ;tti25 
3'.~28: 3.32S, 3.422 

56()6 5174 594'#' 
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2.aOl 
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l:>~:O'S 

3505 

~~f'5g 
S.,!140 
t,,-4!l:t1 
~~U~ 
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Hi·'S2 f 716 t 1'1S! f8!Q 1saS H149 
3fj9'a 3J9! _ 32'9!l 339:& 3&0& 5tl23; 
1.43~ "( Ai~" 1.521 t.5~S L~'11 3",G14 

3093 3Hll 3293 3$98 ;jijtl6 50.23 




