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6 The rural crisis of 1982-1994: context, development

and impact

The South Australian rural crisis of 1982-94 toddkce in an era where important
secular changes were already occurring in the spemeomy — changes affecting the
ground rules for the economic and social orgarosadf space, and thus the fortunes
of rural communities. In this chapter the rurasisrwill be considered in the context
of these underlying changes, and shown to havasiited, reinforced and
accelerated them, to the extent that by the mitil#9s rural society was at its lowest
post-war ebb. It deals first with two key trendsiethdeveloped in the years leading
up to the rural crisis, and rendered small comnmemparticularly vulnerable: rising
personal mobility, and increasing scale econonméeke service industries. It goes on
to trace the unfolding of the crisis itself, iniljatriggered by drought and rapidly
exacerbated by the onset of economic rationalispoiitical decision-making, the
early impact of globalisation, and deep recessionlving the collapse of agricultural
prices. It concludes by examining some of the mapnediate impacts evident by
the early 1990s: the development of rural povetiyg adverse demographic impacts
of out-migration, and the decline of retailing esedvice industry.

The crisis in context: the effects of mobility, sd@ economies and competition on
country towns, 1945-1982

Despite community resistance to change, in theseothl survival depends heavily
on the survival of a viable economic and populatlmase. Among the many forces
that influence the social organisation of spaceural areas, two highly significant
factors are the friction of distance and the saaeninimum support base, needed for
the viability of social and economic functions. tBof these factors are ultimately
dependent on the state of technology, and wheyedtgerelatively stable over a long
period of time settlement and interaction pattemeslikely to adjust to them. In the
case of south Australia the work of Hirst (1978pobnstrates how rural South
Australia adjusted to Adelaide’s dominance of tB8 ¢entury space economy;
likewise the early established transport nodesRi&ge Lincoln or Mount Gambier
quickly developed second-order dominance as refaapatals. The smaller to
medium sized country towns adapted to these comdititheir local service functions
protected by low mobility, high transport costs éindted scale economies.

Although there are no maps (known to me) of eifu®ial interaction patterns or
urban trade areas in the™6r early 28 centuries, both of these then necessarily
related to the time required for a return journgyhbrse transport. Thus there is
every reason to believe that the coincidence absaad shopping catchments, which
still existed in 1982 for middle sized country tasyfrigures 5.13-5.15), was typical
of considerably smaller rural communities in the-putomobile and early motoring
days of the inter-war years. Such strongly loealispatial patterns were further
preserved by petrol shortages and scarcity offoarsale during World War Il. Table
6.1, however, illustrates the massive extent tatvithe friction of distance between
Adelaide and South Australian country towns wasiced, for various forms of
communication, between 1933 and 1968.
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Table 6.1 Reductions in the real cost of travelnd communication between
Adelaide and 33 South Australiacountry towns, 1933-1968

Mean costs of communication Availability of Estimated
between Adelaide and 33 private cars and | mean travel
country centres*, in % of telephones time by

weekly wagé private car,

Tel. Call | Rail fare| Petrol | Persons| Persons| (minutes),

(3 mins.), (2™ cost, per per 18 of the 33
0900- | Return) | return |registeredtelephone  towns.
1800 hrs road trip car service
1933 2.78 44.44 32.80 12.56 15.61 239
1968/69 1.54 14.95 11.95 3.36 6.41 122
Index no. for
1968/89 0.55 0.34 0.36 0.27 0.41 0.51
(1933 = 1.00)

* The 33 towns are Angaston, Balaklava, BarmerariBBordertown, Burra, Crystal Brook, Eudunda,
Gladstone, Kadina, Kapunda, Karoonda, Keith, Lamekoxton, Millicent, Mt. Barker, Mt. Gambier,
Murray Bridge, Naracoorte, Orroroo, Penola, Peterbbgh, Pinnaroo, Port Pirie, Quorn, Renmark,
Riverton, Snowtown, Tailem Bend, Victor Harbor, \k&ie, Wallaroo.

"For 1933, State Living Wage, $6.30; for Octoberg,36e equivalent Commonwealth Minimum Total
Wage, $38.40

In the immediate post-war recovery years, the ikagirosperity of farming coupled
with the rise of the Australian motor industry,eate of the pent-up demand for cars,
and a rapid programme of road sealing, allowedfsiarp increase in personal
mobility among rural households and in the accdggibf services in larger,
competing towns. By 1968 there had been a fout-ifadrease in private car
registrations and a two-thirds reduction in thd oeat of petrol for a return trip to
Adelaide, as compared with 1933 (Table 6.1). Atghme time, as the post-war
boom of the 1950s described in Chapter 2 ebbedmlif cost-price squeeze on
farmers developed in the 1960s, rural South Auatmitered a period of gradual
attrition in farm numbers, and the smaller rurahoounities came under gradually
increasing pressure. Williams (1992) has chrodithe sharp increases in farm
mechanisation post-1945, the by-passing of smath$o closure of small rural
primary schools, and rationalisation of wheat sifothe 1960s and 70s. Thus by the
early 1980s the social and economic organisati@pate, which was attuned to a
level of technology and set of economic grounds mode of social regulation)
prevailing from during the 1950s and 60s, was dlyamder strain.

At the same time, the onset of structural chandkerretailing industry toward larger,
high-volume stores with lower unit profit raise@ timportance of scale economies
and loaded the dice in favour of the major regiaeaitres, and against the standard
country towns. Businesses in smaller centres waught between two opposing
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trends. On the one hand, their customer numbetsusnovers were beginning to be
reduced by farm amalgamations and increased businessgeakad on the other the
rising importance of scale economies requireteased turnovers in order to reduce
costs per unit sold, and thereby remain competifit:e resultant squeeze on profit
margins gradually drove small local stores outusibess.

The way the regional centres parted company framdstrd country towns in this
period, in terms of the scale of retailing, isstikated in Figure 6.1 for selected
country centres which under earlier legislationstiiated rural Shopping Districts.
Annual data are available for such districts up9@4. The two examples of larger
regional centres - Murray Bridge for the Murray Mal and Port Lincoln for most of
Eyre Peninsula - continued to experience growtietail employment throughout the
1960s, while from the mid 1950s most of the smabteams serving only a localised
trade area, such as Balaklava, Jamestown and Eladtgberienced slow decline in
retail employment. Clare, known as the ‘capitalhef North’ in the first period of
settlement, now began to lose its higher order. F2tet Wakefield, a major highway
junction town, was able to draw on heavy througlffitt to maintain its position.

Fig. 6.1 Number of persons engaged in shops,esg#ed shopping districts,
1950-1969
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Source: South Australia, Department of Trade adddtry. Annual Reports, 1950/51 to 1968/69

The case of Port Lincoln illustrates the effectsméreasing scale economies in the
regional centres. The numbers of proprietors andly members in the town’s retail
workforce actually fell substantially after 1966flecting a smaller number of owner-
operated shops; but the number of hired workers sbarply, indicating the arrival of
supermarkets and larger scale establishments asdtracturing of retailing spread to
the main country towns. Colonisation of the majountry towns by the main
supermarket chains (particularly Woolworths andeSptook place from about the
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mid 1960s and was virtually complete by the mid@9&ince only the small number
of regional capitals could attract them.

Fig. 6.2 Port Lincoln Shopping District: personsengaged in shops, 1950-1969
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Source: South Australia, Department of Trade addsdiry. Annual Reports, 1950/51 to
1968/69

A further important factor affecting retailing aesdrvices in ‘standard’ country towns
is the fact that most items supplied are mostly-syecialised regularly purchased
items with a relatively low price elasticity of damd. In an earlier study | have
shown that the longer-term viability of businessegplying such items is much more
impacted by their numbers of customers than byatiaris in customer incomes
(Smailes 1979). Figure 6.3 illustrates the posihg aggregate data for a selection of
twelve country towns (‘shopping districts’) scaétérthroughout rural South Australia.
For these districts, the total number of shopssamdice establishments is taken as the
dependent variable, while two independent variafdggregate number of farms and
of persons employed in farming) represent custarmarbers. Two other
independent variables (aggregate gross farm indontbe districts, and average
income per farm) represent customer spending poMner question at issue is, for
these medium-sized country towns, is the numbéusinesses mostly a function of
farm numbers in their trade areas, or of the faimoome being generated there? To
allow for a time-lag between cause (e.g. chandarm income) and effect (change in
shop numbers) the independent variables are |dggede year.

The graph shows how the correlation coefficienteein number of shops and each
independent variable has changed over time foriassef eleven-year time slices. To
take an example, for time-slice 3 (1947/48 to 198ythe Pearson correlation
between shop numbers and deflated income per fasclese to zero (r = .08),
showing no relationship at all between the varigablBy time-slice 10 (1954/55 to
1964/65) the same relationship had moved to —sfaistically significant at the .05
level of probability.
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Fig. 6.3 Change over time in the correlation co&€ients between number of
shops and four independent varialddor a group of twelve South
Australian rural shopping districts by successive eleven-year time
periods
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The graph clearly demonstrates that from time-&ioaward, centred on 1954 (after
the end of the Korean War wool boom), the positwgelation between number of
farms and number of shops steadily strengthenedidabat between shop numbers
and the size of the farm workforce, which reached.05 significance level in time-
slice 8. By time-slice 16 (centred on 1965) bdtkthese variables were very highly
correlated with shop numbenrsX 0.9). On the other hand, the relationship betwe
shop numbers and the income variables on the btret was volatile and unreliable.
It varied between mildly positive and strongly nixgs, dependent on the time-slice
chosen. Very similar results were obtained usunglmer employed in shops as the
dependent variable (Smailes 1969, 138). Thus vehdeop in farm income most
certainly affects the fortunes of the small to nedisized country towns, as will
shortly be shown, in the long run their level ofvége provision is more sensitive to a
drop in their service population.

Alongside the number and purchasing power of haaldsha further and rather more
insidious and long-term variable affecting bothiaband economic viability is the
guestion of changing personal mobility, and the@asged concept of changing
accessibility to desired destinations. Followingddiey (1979) it should be noted that
mobility is a quality of individuals or families, améfers to their ability or otherwise
to overcome distance friction, wheremsessibility is a quality of a desired
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destination - eg. service centres, places of rasglef friends, sporting venues etc. -
and expresses the ease or otherwise with whichdegtinations are reachable. High
mobility is a necessary but not sufficient conditfor high accessibility to distant
destinations. To the extent that people have as@eé their personal mobilitsnd use

it to expand their social and economic interacpatterns to distant locations, the
smaller local communities are likely to be weaketiedugh competition from larger
centres even in the absence of demographic chargeprocess is here termed
business |eakage, leading to by-passing of smaller places.

In the post-war period the central city of Adela{@BD) still held its historical
metropolitan primacy, accounting for 26.5% of al\Sretail turnover at the 1968/69
Retail Census, and casting a heavy trade shadomtlue/state. A 1967 state-wide
postal survey of 630 rural households (53% respoaisg provided a base-line to
map this phenomenon (Smailes, 1969). Using bcasehories, respondents were
asked to estimate the proportion of their annuapping expenditure on goods other
than day-to-day household necessities which wasgtied in Adelaide. They were
also asked how many items they normally purchasédlelaide, out of a list of 20
goods and service types that were available bothast country towns and in
Adelaide; and for their normal driving time in helminutes to each of the towns they
nominated, including Adelaide. From the resultpsaf driving time isochrones to
Adelaide, and of the extent of Adelaide’s tradedsivawere constructed (Figure 6.4).

Fig. 6.4 Adelaide’s metropolitan trade shadow ar rural South Australia in
1967.
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Figure 6.4 depicts an important part of the ecoragnvironment in which rural
communities had to function, and complements Figbr&é4 and 5.15 in the previous
chapter. It illustrates the remarkable hold of katée over pre-internet shopping
patterns particularly in remote and/or sparselyytated areas, where much
purchasing was done either by mail or telephonersyar by infrequent overnight
stays combined with social visits. Once on thely@eeople were clearly by-passing
smaller places en route to Adelaide — as in thescaksouthwest Yorke Peninsula,
and the thinly-peopled Murray Mallee. On the othand, wherever strong local
towns provided serious competition in terms of kality, price and variety of
choice, Adelaide’s trade shadow fell below 50%.tidd&ably, such areas coincide
well with the trade areas of regional capitals sastPort Lincoln and Port Pirie
(Figure 5.15), but other strong local centres (Egduna or the Upper Murray towns)
also made ‘holes’ in Adelaide’s shadow. Simil&o(igh lesser) trade shadows could
be plotted for the State’s regional capitals. FegbL4 is a reminder that the fortunes
of rural communities depend not only on the nundfdrouseholds and income
earned in their catchment areas, but also on hdurhajor variable; the ‘business
leakage’ factor.

It was in this context of forced adjustment to angachange in mobility,
accessibility, scale economies and trade shadaat<Sthuth Australia’s small to
medium sized rural communities entered the decad&al crisis, to whose onset |
now turn. Later, we will return to assess the iotd the accessibility changes
outlined above.

The rural crisis in South Australia:1982-1994

Chronology and overview

To provide an overview of the crisis in time peidpe, a detailed chronology of
significant events affecting farming in South Aaditx over the period since 1984 has
been prepared. To avoid a break in the narratigjs presented as Appendix 4; but
the reader is asked to consult it at this poingktain an understanding of the
immensity of the crisis and the bitterness it emigeed in the rural population. The
chronology is based on an analysis of press coeedmminantly from the State’s
only daily paper “The Advertiser” but supplemented by data from Hansard
covering South Australian parliamentary debatesnfEyre Peninsula rural
newspapers covering the localised impact thereframa miscellaneous Government
reports and other sources. The sequence of seéaaorialls is dealt with separately,
so the chronology includes only skeleton data endilect incidence of drought, and
concentrates on its impacts. Table 6.2 gives dlstnad view of some of the
dominant themes emerging from the chronology.

The rural crisis developed in two stages. Althotlghroot economic and political
causes of the crisis were very similar across thelevstate, the impact appeared first
and most strongly as a regional crisis inHyee Peninsula and adjacent areas, and up
to 1989 it was seen primarily as such in publicsooousness (Table 6.2). From 1990
onward, however, with the near-simultaneous codlaggsvool, wheat, barley and

citrus prices, and the onset of the recessionmuta crisis became a State- and indeed
nation-wide problem.
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Table 6.2 Some components of the rural crisis, 83-1994. a schematic view

1985| 1986| 1987| 1988| 1989| 1990| 1991 | 1992| 1993 | 1994

Excessive interest rates *% *% * Fkkk k

Militant farmer actions * * *% | kkx * | kkkx * *kk

Entrenched rural debt * *kkk  khkkk  kkkk kkkkx
and rural poverty

Wool price collapse *kk | kkkk * ek

Wheat/barley price *% | kkkk *kk
crisis

Citrus fruit price *kk | *kk **
collapse

U.S./E.E.C. subsidy wa| *[ *hhk fekkk

Wet weather/rain *% | *kkk
damage

Forcible evictions of * *kk
farm families

Mouse plague kK *

Localised crisis in Eyre *kkk  fhkk  kfkk kK
Peninsula/ western S.A|

Source Detailed chronology presented in Appendix 4.
Note: each cell on the table represents one yadreach asterisk represents a particular quaitst, (f
second, third or fourth) of the year in which thé&ervant theme was strongly reported in the press.

In the early years of the crisis the focus in pubbmmentary on high interest rates
and their impact on farm incomes as a root causepn@mninent, carrying the
implication that the reduction of interest ratesdasonable levels would do much to
remove the problem. From about 1990 onward, howyewter interest rates peaked
and began to come down, the damage had alreadydbeenand the focus switched
to the problem of entrenched indebtedness builbdpe crisis years, and the
accompanying rural poverty and inability eitheeszape from indebtedness or to sell
up without leaving the farm penniless. The extresmgation faced in late 1992 and
early 1993, when blow fell upon blow with rain astdrm damage, mouse plague and
forcible evictions of farm families by the policégaEForce appears clearly from the
analysis.

The role of drought

It is important to state at the outset that thalrtgcession cannot be blamed entirely,
or even mainly, on drought or on natural disastegeneral. However, the crisis was
to a substantial degree sparked by a general @itivought in 1982, followed by
intense but much more localised drought years tfigparts of the State, particularly
in 1988, and ending with a further national-scateught affecting most of eastern
Australia in 1994. The relevant rainfall and climodistory of South Australia, and
south-east Australia generally, has been dealt byiteeveral writers (Hill, 1988;
Australia: Bureau of Meteorology, 1989; Burrows829Heathcote, 1988, 1992) and
is not dealt with in detail here. However, to skethe climatic background to the
crisis years, rainfall records for the April to Oloer growing season for the winter-
rain based cereal crops of South Australia have bealysed for twelve selected
stations scattered through the settled areas @ttte (Table 6.3). These stations
have been selected to give a range of differenfathiregimes ranging from the very
low mean totals of Loxton (irrigated fruit-growiragea on the dry margin of wheat
cultivation), to the high-rainfall Mount Gambier tine far south-east of the State
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where droughts are almost unknown and the rural@uog is based dominantly on
pastoralism and exotic conifers. In between tleagemes lie the bulk of the settled
areas. As a general rule of thumb, about 240 nelites of rain is required in the
growing season for the successful cultivation oéath The whole area belongs to the
climatic zone dominantly dependent on winter rdinthough incursions of tropical

air from the north may bring some summer rain, gomes heavy but always
unpredictable.

Table 6.3 Average rainfall for the growing season (April-Octder) and the
balance of the year for twelve selected @b Australian stations.

Station Apr-Oct| Jan-Mar Nov-Dec Total
Loxton 181.2 53.6 39.2 237.3
Minnipa 242.3 46.4 40.2 331.6
Yongala 260.( 58.2 52.0 370.3
Cleve 292.5 58.8 53.4 402.8
Eudunda 328.4 63.4 53.8 445.8
Keith 351.5 60.8 58.7 470.6
Kingscote 393.9 49.5 42.4 485.8
Pt. Lincoln 402.4 47.8 41.3 491.7
Strathalbyn 376.2 65.6 54.2 497.7
Maitland 395.0 58.6 52.0 504.9
Naracoorte 444 5 70.0 67.6 582.7
MtGambier 538.8 86.7 84.3 707.8

Source: Australian Bureau of Meteorology, Repotiainthly and Yearly Rainfall, 1993.
Averages based on full period of rainfall record.

Figure 6.5 shows the annual rainfall over the sfoetyod, averaged for the same
twelve stations. Due to their scattered distrimutand varied rainfall regimes, the
generalisations one can make about drought incedaomss the whole settled area of
the State are limited. Three major factors shbelchoted. First, the drought of 1982
was extremely severe and widespread, affectindynalithe study area; but it was
both preceded and followed by average to good yaadsby itself would not have
precipitated a protracted crisis. Second, the $680 was everywhere a very good
year, and gave many farmers one of their best asasdhe study period. After that,
two climatically average to good years were offsesevere economic depression,
discussed below. Initially, 1992 bore the pronugbeing a record crop year, but
exceptionally heavy and continued rain lasting digfmut the harvest period from
November through to the following February produspobuting and blackened grain
with excessive moisture content, and caused thearpart of the crop to be down-
graded to stock feed status only. The damage ddaysexcessive rain in this year
was almost equivalent to the effects of a droudtithough 1993 was close to
average in terms of rainfall, it was marked by ey\late break in the season and a
severe mouse plague, as well as killing frost dutive flowering season in a large
area of Eyre Peninsula. Finally 1994 was marked despread drought very
similar to that of 1982, affecting most of southand eastern Australia.
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B Growing Season (Apr.-Oct.)
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Fig. 6.5 Mean rainfall, 1980-1993, for 12 selesd South Australian stations
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While Figure 6.5 shows the average situation adfussettled areas of the State, and

gives the impression that nothing untoward wastatbe situation in the Eyre
Peninsula and Upper North was very much worsetauvegionally localised drought

which decimated a once prosperous area. Theisiuatthis region is typified by

Cleve, Eudunda, Keith, Kingscote, Loxton, MaitlaMinnipa, Mt. Gambier, Naracoorte, Pt. Lincoln,
the example of Cleve, in the north-eastern EyrariReia (Figure 6.6).

Source: Australian Bureau of Meteorology, Repomtlointhly and Yearly Rainfall, averages for
Strathalbyn and Yongala.

Fig. 6.6 Mean rainfall, 1980-1993, for Cleve, Eg Peninsula.

eastern Eyre Peninsula, to culminate in the loa#lyastating drought of 1988. The

Cleve graph also illustrates the importance ofréspite year of 1989, (when most

After the 1983 recovery year which followed theesev1982 drought, with just one
exception the rainfall in the growing season dexdievery year for five years in

Source: Australian Bureau of Meteorology, Repéi¥lonthly and Yearly Rainfall.
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farmers who could raise the finance to plant a gampbled on wall-to-wall wheat),
and the cruel disappointment of the wet harve&iodR.

The spatial extent of the strongly localised draugfl1987/1988 is indicated in
Figure 6.7. Other parts of the state — for exandagaroo Island, whose economy
is dominantly pastorally based - showed practicatlysigns of the local drought of
1987 and 1988. Indeed, 1988 was a boom year éasthnd farmers, due to the high
wool prices at that time. Although by 1990 Kangatsiand too was badly affected
by the rural crisis, this was a result purely afre@mic and political factors.

Fig. 6.7 The spatial distribution of rainfall ddiciencies, August 1987-September
1988
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Climatic marginality

During 1989, as South Australia was counting the&scof the regional drought of
1988, a revision of the Australian national polarydrought relief was under way.
This has transformed droughts (when proclaimediels By a State government) from
the category of a natural disaster warranting aedaomatic emergency assistance
from the Federal government, to a normal risk negiself-reliance and risk
management strategies on the part of farmers. (Gommalth of Australia: Drought
Policy Review Task Force, 1990; Simmons, 1993 Smitiichinson and Macarthur,
1992). Most South Australian farmers would concb@e in the long term this is a
sensible policy. In Eyre Peninsula, for examgléas long been known that the
chances of seasonal failure of grain crops rarma 80% in the wetter south to over
60% on the dry margin in the north and northwestifible, 1948). However, the
timing of the change of policy was particularlytertfor hard-pressed Eyre Peninsula
farmers, for during the 1988 drought the South Palistn government failed to access
Federal funds, from which other States had dravavihge while there was still the
chance to do so.

A further environmental factor affecting the futwteape of farming in this case study
region is the perceived possibility of long-terrm@tic change due to the Greenhouse
effect. Despite the well-recognised uncertainty@unding global warming, it is a
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background threat hanging particularly over thehrem tier of South Australian local
government areas, whose territories abut directlthe arid fringe of settlement. The
actions of decision-makers are often based on thlegthink may happen, rather than
actual events. The failure of the South Austratjamernment to declare a natural
disaster during the height of the 1988 droughtlésision not to extend the Eyre
Peninsula water pipeline system westward beyonai@ze@c.Coll, Carey
Associates Pty. Ltd. 1990) and reluctance to upgfaeiduna’s port of Thevenard
(Mules 1990), may be due at least in part to aggeion that climatic deterioration
may render long-term investment fruitless.

Such concern was recognised in the State Goverisi@rgenhouse Strategy of the
time (South Australia: Climate Change Committe€11,%. 66), which was based
partly on the outcome of a 1988 government-spomuiscoaference (Dendy, 1989). In
particular, contributions by Greenwood and Boardifi®89), French (1989) and
Reimers (1989) stress the likelihood that, undemtiost accepted Greenhouse
scenario with rainfall about 20% lower in wintedal0% higher in summer, the
boundary between the arable and pastoral zonesivilawe to move southward quite
substantially. The increase in summer rain woeahblittle benefit due to increased
evaporation and higher temperatures. To quote &sifi1989, p.141)

Small changes in total rainfall, induced by theeagthouse effect’, could seriously
affect the viability of the current farming systennsed along the northern fringe of
the cereal belt. It is predicted that in districtsrently averaging 250-300mm. annual
rainfall, a 20% reduction in winter rainfall couldduce potential wheat yields by 0.5
tonnes/ha.

As well as the changes in rainfall amount and iistion through the year, the
greenhouse scenario envisages an increase inlrantéasity, and in the frequency
of extreme storm events. One of the dangers dfattmeing system under the present
economic pressure is that of overworking or ovgresing the land due to the
imperative need to produce income (Durham and Kidrhi@94); the normal danger
of damage in drought is greatly increased when dasmare unable to afford to take
preventative measures.

Farm prices, costs and terms of trade

In discussing the unfolding of the rural recessamg the development of public
policy as it affects the State, examples relatmthe early years of the crisis are
frequently drawn from Eyre Peninsula. Becausésohlmost unique local situation in
the middle 1980s, the region attracted nationahitin and was proposed as a pilot
study area for co-operative remedial action invagvihe National Farmers’
Federation, the Australian Conservation Foundaton, the Local Government
Association of South Australia (Smailes and Heatlycb992). Apart from the extra
trauma of the local drought situation, however,région serves as a suitable
exemplar for the rest of the State’s rural areas.

The scene for the present round of restructurirrgnal South Australia was set

during the mid to late 1980s, and the turn of evemay be summarised drawing on
the detailed chronology (Appendix 4). Table 6vegian overview of costs, prices
and terms of trade applying to South Australia galheover the crisis period, while
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Table 6.5 gives a concrete example of how thesergktrends translated into the
fortunes of businesses in the drought aneanterpreting these tables, which are
based on financial years ending 30th. June, itlshoeiborne in mind that in South
Australia’s "Mediterranean” climate, the croppirepy normally begins in the
Southern Hemisphere autumn months of April or MalpWing the onset of opening
rains; harvesting occurs from about November taidgn and the bulk of income
from grain is received by about February. Thusli®&2/83 crop for example
depends on the 1982 growing season (April-Novemiagmjall. By about February
or March, farmers know the approximate financiaufes for the previous season, and
have to make arrangements to finance the planfitigeanew year's crop, in time to
catch the opening rains.

Table 6.4 Prices, costs and terms of trade affenty South Australian farmers,
1982/83 to 1992/93

Average S.A. prices A.B.A.R.E. indices
Year (1980/81 = 100)
Wheat Barley Wool Prices Prices | Farmers’
received | paid by | terms of
(% per (% per ($ per by farmers trade
tonne) tonne) Kg.) farmers
(a) (b) (a/b)
1982/83 178 155 2.652 104 123 84
1983/84 165 154 2.811 109 134 82
1984/85 185 136 2.818 112 141 79
1985/86 176 123 3.049 112 153 73
1986/87 150 116 3.434 122 165 74
1987/88 169 123 4.909 142 172 83
1988/89 216 169 5.406 157 186 84
1989/90 199 168 4.696 153 199 77
1990/91 136 129 3.474 134 207 65
1991/92 201 141 3.086 134 214 63
1992/93 182 137 2.906 134 214 63
1993/94 135 216 63

Source: Prices: Australian Bureau of StatistiasitB Australian Yearbooks
Indices: Australian Bureau of Agricultural and Res® Economics, unpublished data
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Table 6.5 Key financial data for a group of smalfirms (both farm and non-
farm) in N.E. Eyre Peninsula 1982/83-1991/92Averages per firm)

Year Sales Net |Total Liabilities Interest paid| Interest as %
Profit of sales
$ $ $
$

1982/83 54,653 556 54,526 5,619 10.3
1983/84 100,962 22,290 51,558 6,736 6.7
1984/85 92,575 7,433 60,682 7,010 7.6
1985/86 88,485 3,261 73,790 10,36b 11.7
1986/87 80,448 3,045 74,413 10,95p 13.6
1987/88 103,141 9,078 77,143 10,338 10.0
1988/89 103,833 8,704 76,1372 11,25p 10.8
1989/90 140,879 32,378 66,175 10,410 7.4
1990/91 121,056 12,488 84,455 9,36[L 7.7
1991/92 154,079 24,142 86,484 8,57 5.6

Source: Summary data from an Eyre Peninsula recuntant’s practice (personal communication).

Table 6.5which is a very useful barometer of rural econoaatvity, shows

summary data for a group of small firms, both famma non-farm, which form part of
a rural accountant's practice. The clients areagpover a large area of north-eastern
Eyre Peninsula. As the number of cases varied &aninimum of 100 to a

maximum of 136, the data are expressed as avepagésm in each year. Well over
half of these businesses are farms, and the reeraiade their sales affected by farm
spending in the same financial year, so the datalgl depict the annual variations in
rural economic fortunes.

The story begins with the widespread and sevenegiitcof 1982. The small firms
included in Table 6.5 had a predictably disastymes in 1982/83, with profit
averaging only $556 per firm: a great many obvipusade a loss. However, the
following year, 1983/84, was a peak farming yeath\double the amount of rainfall
and commaodity prices remaining reasonably highis Was a fateful year. The sharp
increase in both sales and profits which resulietble 6.5) tempted many farmers to
make purchases of capital goods such as tracteasieins (harvesting machines) etc.,
and also land purchases. No-one knew what wasn@ cand large areas are
required to justify large machines. The compatifior land encouraged rural land
values to climb to unrealistically high levels.

Globalisation, recession and the onset of econommtionalism

Against this background, the effects of globalmatyuickly filtered down from the
global to the national, state and local levelssignificant event which proved fateful
for rural South Australia was the decision by trenke government in 1983 to
abandon traditional attempts to maintain a fixechaxge rate for the Australian
dollar. As one of the last O.E.C.D. countries ¢os@d, Australia in that year "floated"
its currency, thus creating a further element afautainty in the farm export trade.
This move was rapidly followed by near-completeeg@itation of the Australian
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financial institutions and the granting of licen@ed985 for sixteen foreign banks to
operate in Australia. The story of these decisems their impact has been told by
many writers and is not repeated here (see for pleaAbbot, 1990; Daly, 1993; Daly
and Logan, 1989; Kelly, 1992; Stretton, 1992). Reat of restrictions on the flow of
international capital has been accompanied bywa-blat of Australia's foreign debt,
particularly from 1985 onward (Hefford, 1991; Heywdoand Tamaschke, 1991).
Interest rates had fluctuated about a generallyangwend in the first half of the
1980s, but were quite low in the two good farmiegng that followed the 1982
drought. These two (1983 and 1984) were fatefary, for many farmers were
tempted by the relatively high wheat and barleggwiand low interest rates to
borrow money. The interest rates then quickly toseear 20%, but fell sharply
again in 1987, a year which was marked by a sesrash in the Australian stock
market. From early 1988, hoping to control infbatiand stem the flow of imports,
the Australian government embarked on a crediterpiedeliberately raising interest
rates (Hefford, 1991). These decisions bore hgayibn both families and small
businesses, while not achieving their intendedatije (Hefford, 1991, p.25).

The 1984 deregulation of the Australian bankingustdy saw a sharp change in the
approach of rural banks to the granting of loarnstmers. Before deregulation,
interest rates paid by primary producers were ofiett at a level slightly below
market rates. Banks could get higher returns disesy and consequently adopted a
conservative approach to farm applications for $oaffter deregulation, however,
market rates could be charged and banks becamegnehders, but began to
differentiate their margins between customers atingrto risk. (Parliament of South
Australia: Social Development Committee, 1994,114). To quote this
Committee,

"Eager to shore up market share in a deregulat@sdial market, banks
relaxed lending criteria, often with insufficiemgard to commercial reality."

(p. 13).

Thus, used to a regime of intense scrutiny of thbility to repay, farmers were
suddenly faced with a plentiful supply of creditdaalthough farmer claims of
irresponsible bank behaviour may be exaggeratedithee entered into folk memory
as bitter recriminations against the banks. Cr¢h@91, p.7) provides an example:

"At the time of deregulation in 1984 Australian kanvent on a lending spree
to keep foreign banks out of rural retailing. Tlego went into direct
competition with each other to lock up this aredudiness. In some cases it
was not friendly persuasion, but blatant coercmhdrrow money. Banks
were allowing their managers great freedom in thngvout half million

dollar loans by clients simply telling the bank howch they wanted or
saying to a farmer, "Buy the property, then comarnd tell us how much you
need.” .... Even if one bank refused a loan taraéa an opposition bank in
some cases heard about it, chased him down andhawadated him. With
example after example over those couple of yearskdthrew money at all
and sundry, pushing up land values to speculagvel$ in doing so. In one
extreme example, a very large loan was approvedh whe banks were
merging, and no cash flow analysis was done offetimeer's capacity to
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service the loan or repay it. Now, in case afteyeg the banks want to place
all blame for the present situation on the borr@wer

Argent (1997) has conducted an extensive analysleeampact of bank policy in
Kangaroo Island, providing many individual casedsts. Disregarding extreme
cases, it is certainly true that many of the hapsfacing South Australian farming
households and rural communities today have tbetsrin the period between 1983
and 1985. In these years many young farmers tigirgter the industry, and many
established farmers trying to follow the constanéigeated maxim of "get big or get
out", incurred debt from which they had been unablextricate themselves almost
ten years later. Farmers who embarked on lanchpaes, new plant and other
investments made their calculations on the badilseothen prevailing commodity
prices, interest rates of the order of the ordek231.3%, and high equity in terms of
the paper value of their land. These included egpeed and skilful farmers, and in
many cases their problems can be traced backitmle sin hindsight injudicious,
major purchase. The movement of interest rateBasvn in Figure 6.8.

Fig. 6.8 Interest rates on loans: quarterly averges, 1981-1993
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Note: margins were added to these rates on mamidodl loans.
Source: Westpac Banking Corporation, August 1993.

The events which then transpired saw the annuaflalatotal decline for five
successive years (using the Cleve recording stasan example — Figure 6.6), with
additional problems of unfavourable distributiortloé rainfall over the year; interest
rates rising to upwards of 20% on loans first neget at much lower rates; a steady
deterioration in the farmers' terms of trade causedsing costs and declining
commodity prices; and a collapse in rural land galwhich peaked in 1984, but by
1987/88 had dropped by over 50%, to their lowest{a@r level in real terms. The
rapid expansion of the interest payment burderhersmall firms of Eyre Peninsula
appears clearly in Table 6.3. Net profits readied lowest ebb in 1986/87. By the
end of 1987, the writer's random sample of farmfienCleve district revealed an
average net farm income of only $3100 per farm)endisample of better farms
averaged only $12,700 net from an average grogewref almost $147,000 per farm.
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A great deal of social stress had become appanehiding family friction, divorce,
and even some suicides of farmers.

From Table 6.4 it may be seen that commodity pnielsed up in 1987/88 and
1988/89, and this is reflected in Table 6.3 in ioyad sales. However farmers in the
western and northern parts of the settled areas weable to take full advantage of
the situation due to continued regional droughtdittoms. During 1987 and early
1988, hampered by the State Minister of Agriculsioc®nsistent refusal to declare the
Eyre Peninsula drought a natural disaster, thedesmmade repeated efforts through
their State organisation to organise rescue paskiagarder to allow them to carry
on. Many mustered their last reserves to planfi#&3 crop, but others were unable
to obtain carry-on finance; and finally on 16th Apt988, as the break of the season
was imminent, the State government announced ail$smiund would be made
available to farmers at a subsidised interestabi®%.

In the event, although 1988 was a good rainfalbkeean much of Australia, in Eyre
Peninsula the problems redoubled. After a lateshowt opening to the season, the
crops were eventually planted, but a series ofrahtlisasters struck the growing
crops in the shape of three unseasonable spelrphot, dry weather culminating in
a devastating northerly wind storm which on 7th Blober 1988 caused an estimated
$15 million worth of damage to remaining barleypso This storm swept millions of
tonnes of soil from the parched wheat paddocksth#d&outhern Ocean. The
publicity surrounding the crisis conditions prodd@epolarisation of views between
conservationists and farming interests which wals ee@tured in contemporary
letters to the press (eg. Adelaibigvertiser, 29.8, 23.9 and 19.11 1988). For many
farmers the harvest was minimal, and barely waHping; negative net incomes
were recorded yet again. For those areas slightie fortunate with the rainfall the
commodity prices, particularly wool prices, weredpand averaged over all farms
the returns from that year were better than migivehbeen expected.

By early 1989, the struggle for carry-on finance arrescue package for up to an
estimated 400 Eyre Peninsula farmers was even biibee and intense than in the
previous year, and by now the first Farmers' Act&oups had arisen to add a more
radical dimension to the picture. Banks were pieteand potential purchasers were
intimidated at mortgage foreclosure auctions. Agaaised campaign ("Bankwatch™)
was mounted to encourage farmers to unite in stgngp to the banks. (Cronin,
1991) The State government continued to refusedttace the drought a natural
disaster, but following the breakdown of negotiasidoetween the banks, farmer
organisations, pastoral companies, and the Stagrigment, the Government
produced its own proposed rescue package (Eyra$tdaiTribune, 12.1.89). The
concept of ‘viability' became all-important: 'viablarmers were to be helped with
loans at interest rates of 8%, to buy out theighleours, while those most in need,
but deemed "non-viable", faced high-risk loadingading interest rates up to the
order of 22% for any further advances. Farmerst&gd on an individual basis
with banks and lending institutions. Many wereentain, right up to the break of the
season, whether they would be granted carry-omdé@a

Somehow, the majority of farmers achieved finamcplant the 1989 crop; some
sowed with little or no superphosphate, for it whesarly a make or break situation.
Fortunately for the district, a reprieve came ia sihape of the excellent season
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referred to above, with commodity prices droppiditie, but still high. Those who
had gambled on wall-to-wall wheat were rewardedh\aitigh-profit financial year in
1989/90 (Table 6.3), and many farmers were ablrdathe again. For those
struggling with debts accumulated over severalg/eddrought, however, a single
good year was far from sufficient to bring themlbax solvency. It did allow most
farmers enough leeway to finance the planting efl#890/91 season's crop, in the
hope that another good year would bring debts uocaletrol.

The seasonal conditions during 1990 again provealf@able, but during that year the
Eyre Peninsula's regional woes were overtaken éydfinite onset of what the then
federal Treasurer (later Prime Minister) Paul Kegttalled "The Recession We Had
To Have" - an expression which became a nationabby. In a rising tide of
metropolitan bankruptcies, mortgage foreclosures, and unemp@aynthe rural

sector lost its uniqueness and newsworthinesglegiactive problem. Worse was to
follow later in 1990 with the collapse of wool amtheat prices more or less
simultaneously, while the embargo on trade witlky blae to the first Gulf War further
restricted the market, so that by October of 19@0newspapers were again full of
headlines on rural crisis conditions - but thisdimation-wide. The Australian Wool
Corporation was by then buying up most of the wauddmitted for sale at auction, the
wool stockpile was seen to be growing at an ungatée rate, and the wool levy on
growers was raised to 25%. In February 1991 thikefed Government suspended the
wool floor price, through which the market indicapwice had been previously held at
$7.00/Kg; and with the possibility of release af #ool Corporation’s huge
stockpile in the minds of buyers, the indicatocprior wool stayed in the $4.30-
$4.60 range, resulting in negative incomes on fawsts specialising in sheep. The
situation even in the high-rainfall pastoral arkdes Kangaroo Island and the South-
east now in their turn became desperate, and isgbend half of 1990 also crisis
conditions spread to the fruit growing areas ofRinerland due to a collapse in the
price of citrus fruit caused by oversupply anddienping of cheap imported juice
from Brazil.

Nevertheless for cereal farmers the good seasonditoons of 1990 to some degree
made up for the drop in prices, and the 1990/9%mewas a reasonable one, though
nowhere near the levels of the year before. Dueatey1990 and 1991, however, the
increasing farm subsidy war between the U.S.A.taedEuropean Community,
intruding on traditional Australian grain marketaused increasing concern about the
future level of grain prices available to Australiaxporters. Carry-on finance for the
many farmers carrying accumulated debt was availably under the most stringent
conditions. For example, a survey carried ouhsm$moky Bay (north-west Eyre
Peninsula) district in May 1991 showed that 10afl21 farmers had been refused
carry-on finance, and five of those who receiveaate subjected to punitive
conditions such as additional mortgage on land,diale on machinery, crop liens,
or an agreement to sell their property at the amich of the harvest. (Smoky Bay
Farm Support Group, personal communication). Hareance again in 1991 the
rainfall was adequate, and low prices were offset tlegree by a an average to good
harvest for the 1991/92 season.

The next following season, 1992/93, was bittenysfrating for farmers, as excellent
rainfall during the growing season promised a \rexgvy yield. However, persistent
unseasonal rain continued throughout the harvegidyevhich turned out to be one
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of the wettest on record. Due to lodging, spraytofiscolouration and excess
moisture content, the bulk of South Australian whweas downgraded to fodder grain
standard only, resulting in price reductions of ed40 per tonne. Low prices were
to some degree compensated by the large volumesdtar; but once again
emergency assistance packages were needed, argldiopaking inroads into debt
burdens were shattered.

Finally in the 1993/94 season, farmers were oneindgustrated despite having
adequate rainfall, by a widespread severe mouggi@ldollowed in Eyre Peninsula
by frost damage to grain and legume crops), arabsttisus product prices,
particularly for barley. Respondents from the NyrMallee pointed out to a 1994
rural poverty survey that a tonne of barley woubd may for a pair of school shoes.
(Country Women's Association of South Australiaspeal communication).

These continued difficulties and disappointmentami¢hat despite a run of seasons
with average to high annual rainfall, and the slthigp in interest rates since their
peak in 1990, many farmers were unable to redubegiignificantly. The burden of
entrenched debt is one of the most vexed and tatskcproblems to be overcome if
the current social fabric is to survive.

The onset, development and distribution of rural peerty

Rural Australia generally has long been known teete substantial proportion of low
income population. From the time of the Hendenmsgort in the mid 1970s
(Australian Commission of Inquiry into Poverty, B)7t has been recognised that
rural areas, and at that stage country towns iticpdar, had larger proportions of
households below the poverty line than the Stapéala. Early work on rural

poverty in other States picked up the emergentleeoliow-income problem among
farms in different enterprise types (McKay 196 &gagnised the distinction between
farm and non-farm rural poverty (Musgrave, 19748tidguished between periodic
and chronic or permanent farm poverty (Nalson, 1@&partment of Sociology,
University of New England, 1974; Vincent, 1976)datassified non-farm population
groups in country towns particularly subject toatysoverty (Salmon and Weston,
1974) However, it is fair to say that until thesehof the national rural recession,
rural poverty and the associated stress and go&iablogy received little attention in
Australia. The literature is growing and we hagme valuable studies examining the
inter-related problem complex of rural povertygss, deprivation, welfare and social
service needs (eg. Bryant, 1989; Cullen, Dunnlawence, 1990; Byrnes and
Harris 1992; Gray and Lawrence, 1992; Davidsonlages, 1993).

In South Australia in particular, the 1994/95 parlentary inquiry into rural poverty
received an overwhelming mass of evidence, andhegevith the work of Durham
and Kidman (1994) its final report (1995), did muotcast light on the situation. In
the present chapter, | concentrate on demonstrtengiore quantitative and
objective aspects of the development of a povettatson. The vital qualitative
impacts on rural social life, and the human meanofgdeprivation are taken up in
the next chapter.
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Timing of the onset of rural poverty

For Australia as a whole, with the benefit of hiigtis it can be seen that the real
purchasing power of farm incomes relative to agenaeekly earnings of the
workforce generally has been on a secular downtsera at least the mid 1960s.
(Figure 6.9; South Australian Farmers’ Federati94). However, in South
Australia such a situation was not widely recogmigetil the 1980s, for all accepted
the very high incomes of the 1950s as abnormalpaod/slump cycles had occurred
since the late 1960s (Smailes, 1979). Farm-bpspdlations in Australia have
much experience in coping with fluctuations of inm what made the situation
different by the early 1990s is the long successidow income years, and the
concurrent arrival of a whole series of major pents$, which could have been coped
with individually.

Fig. 6.9 Average weekly earnings and average farincomes, Australia 1954-
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Source: South Australian Farmers’ Federation: Submissiothé Parliament of South Australia’s
Social Development Committee in Relatio the Inquiry into Rural Poverty, July 19941 .

Taking the 1981 Census as the starting point foittsAustralia, the spatial pattern of
high household incomes (and by implication, lowoime as a mirror image) is neatly
mapped in the Atlas of South Australia (Griffin aMdCaskill, 1986, 94). The ring

of high-income peri-urban areas of the commutingthen stood out clearly, and as
would be expected, the number of high-income hanlgshwas proportionately much
greater in the urban area of Adelaide than in thentry. However, in the rural areas
outside the Adelaide Statistical Division, theresvm® indication whatever of a core-
periphery structure with high incomes in the mastegsible areas within sayzl
hours’ drive of the city, and low income in the @usettled areas: indeed practically
the opposite is the case, with a solid proportibhigh incomes in the Murray Mallee,
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Southeast, and Eyre Peninsula, and a ring of LSGAthe lowest category within the
two-hour driving isochrone approximately. Thenetient colony areas of Victor
Harbor, Port Elliott and Goolwa, Kadina, Wallarawdavioonta, Port Broughton and
southern Yorke Peninsula were marked by low progastof the richer households.
As Griffin and McCaskill note, this situation regls the three good seasons much of
the wheat belt experienced prior to the 1981 cenblmsvever, it would not be long
before those on pensioner incomes were practittayucky ones in parts of that
same wheat belt.

As would be expected from the discussion earlighénpresent chapter, the onset of
extreme rural poverty among farm households wasdicknowledged in the Eyre
Peninsula where the run of bad seasons betweenal®@B5988 coincided with the
rise in interest rates, collapse of land valued,faft in wheat and barley prices. The
writer’s series of studies of the impact of thesisrion the District Council of Cleve
shows that, for a group of 20 farms operatingughmut the period, the lowest ebb
was reached in the period between 1986/87 and 8988/hen average net farm
incomes were as low as $3,100 and $4,300 respbgtared many farms (irrespective
of farm size) had negative incomes. In thesesydhe local drought was at its
height, interest rates had risen sharply along awrage farm debt, and equity had
collapsed with the drop in land values (Table 6.6)

Table 6.6 Key financial data for a random sample fa20 farms in the District
Council of Cleve, 1983/4 to 1991 Rverages per farm in $000)

Year 1983/4 1985/6 1986/7 1988/9 1990/1 1991/2
Gross farm income

($ 000) 185 110 108 123 147 153
Net farm income

($ 000) 98 14.9 3.1 4.3 18.0 25.5

Off-farm income:
farms with off-farm

income 9.8 8.1 6.4 12.5 10.4 11.3
average, all farms 2.0 2.3 3.1 5.1 5.3 5.5
($ 000)
Indebtedness at 30. Jung
($ 000) 73 113 116 156 147 148
Estimated land value/Ha
(%) 513 348 280 318 235 272

Source: Author’s field survey data reported in Sesa{1993)

A similar result was obtained by Ardill (1993, p)48 his Eyre Peninsula survey
which directly asked respondents for their peragptf when the recession began.
Answers varied, but more than half (60%) of th@oeslents placed it between 1985
and 1989, and half of these specified it more éxatt1985 to 1986. For central and
eastern South Australia, the mid to late 1980s w#fieult, but the onset of serious
recession occurred only in 1990. An idea of theettgpment of farm poverty for the
State as a whole may be gained from Table 6.holalsl be noted that farms included
in the ABARE surveys tend to be the larger anddbdtirmers, so that the absolute
amounts of the net incomes may not be represeatatithe entire farm population.
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However, the trends over time are instructive. M/thie regional drought in the
western half of South Australia produced low toateg State average incomes
among cereal farmers in 1988/89, by contrast ihytear wool prices were so high
that livestock farms had one of their best yeditse impact of the dual crash of both
cereal and wool prices in late 1990 shows up iteStade depression. By 1991/92
and subsequently, the Murray Mallee had taken fseer Eyre Peninsula as the
worst-hit part of the cereal/sheep belt, whileithigation areas of the Riverland and
the better-watered Southeast were also deeplpublke. This time-lag in the onset of
farm poverty should be borne in mind when inteipgethe results of the 1991
Census.

Table 6.7 Average net family farm earnings by typef farm enterprise,
South Australia, 1983/4 to 1991/2 (Dollars)

Year Cereals Mixed Sheep Dairy Horticulture,
Livestock and/or (Riverland
and crop beef only)
1983/84 43,600 29,700 36,700 31,700 1,400
1984/85 16,300 17,700 -6,400 16,300 8,900
1985/86 6,40( 17,700 8,400 15,300 7,300
1986/87 23,70( 11,300 23,600 12,900 4,500
1987/88
1988/89 -12,10( 17,700 30,300 16,500 8,000
1989/90 49,00( 7,200 -1,400 -1,500 -500
1990/91 -43,00( -41,000 -39,400 -2,300 8,000
1991/92 500 -18,200 -40,700 -5,700 -7,600

Source: ABARE farm surveys reports, various yeeitsed in S.A. Farmers’ Federation, 1994, p.7

The genesis of entrenched farm debt

The trap into which many farmers (including manyte most ambitious and
entrepreneurial operators) fell in the middle 19&0wl the role of the banks in
contributing to the problem, has already been oediabove. However, the extent of
the huge incubus of entrenched debt, and the diffienany family farmers have in
reducing even the principal given the low levelsvtach interest rates fell in 1993
and 1994, is best illustrated by an example, pexvioy Hudson and Lynch (1992).
The two authors are respectively a farmer and aauatant from southern Eyre
Peninsula. Taking the case of a farmer borrow2@0$000 in 1979, to be repaid over
15 years at the then prevailing interest rate 08%il they show the impact of the
actual interest rate changes on repayments. lbdrehad been paid off at the initial
interest rate as planned, by the end of 15 ye@%4(lit would have cost the farmer
$417,195. Three common, realistic scenarios asemted.

1. Should the farmer be in a position to continue feiiayments over 15 years and
take the extra interest burden in his stride, thre gses to $500,226 to be debt
free by 1994.

2. In scenario 2, saddled with other continuouslyngsiosts which he cannot pass
on, plus reduced yields through drought, the farca@rnot find the extra cash to
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meet both the principal repayments dinel unexpected interest bill. Relying on
the considerable equity in the property, he decidgmy the interest only,
whenever the agreed annual payment does not nesttlkivill. By this means,
the total amount paid by 1994 would be $453,93%tith only $14,139 has
gone to reduce the principal. Thus, after 15 yaatgspayment of almost half a
million dollars, over 92% of the original loan remsas entrenched debt.

3. Inthe third case, where the farmer for some reasonot afford to do more than
simply continue paying the originally agreed anrarabunt ($27,813), this is
inadequate to even meet the interest bill, andraswdt by 1994 the bank has
received $417,195 but the farmer now owes it $BBjAstead of the original
$200,000.

Many South Australian farmers were forced by tliewsnstances of the recession into
scenarios 2 or 3, or some combination. For theng before the end of the 15 year
repayment period, the extra complication of a drojand values, and hence in
equity, caused a reduction in the bank’s secuaityttie loan, on top of the farmer’s
reduced ability to repay. This increased the inswlved in the loan, and the bank’s
response had been to give the individual farméskaloading between 0 and 5
percent over and above the prime interest rateotiret fees which already apply.
(Hudson and Lynch, 1992, p.16). In many caseades had not even been told of
their loading, or the reasoning that led to deteami. The consequences for the
financial position of Hudson’s own farm, in the higainfall Koppio Hills, are
illustrated in Figure 6.10. A loan of $100,000 walsen out in 1981.

Fig. 6.10 An example of the genesis of entrenchtarm debt, S. Eyre Peninsula
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Source’Ross Hudson, Koppio Hills farmer, personal commaiidc

Working capital for the farm in the form of an ogteaft, with a loading of 2% above
the interest rate for the main farm loan, ensunedl despite the payment of $256,000
in interest and principal over the period (incluglanlarge payment from the high
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wool prices of 1988) the total farm debt grew t@$000 by 1991. In the well-
watered Koppio Hills, land values, and hence fareggiity, did not collapse until
1989, but thereafter the farm joined the very meases on Eyre Peninsula that banks
regarded as non-viable. It is hard to escapedhelasion that despite every effort to
cut costs, work harder and trade their way outiffitdlty, family farmers were bled
dry by financial institutions which drew off almostery shred of surplus value from
the rural sector. As will be shown in Chapter &yks were reluctant to foreclose on
and sell up large numbers of farmers, since theylavihen either totally destroy the
market for their “own” land, having to practicathyve it away, or would sit with large
amounts of land on their hands which they couldmaintain and for which there
were very few buyers. Better to allow the farntersontinue as nominal owners,
continue to extract the maximum possible reventmyige minimal carry-on finance,
and wait for conditions to improve and buyers t@néer the market before enforcing
a rash of mortgage sales. In fairness to the @iahimstitutions, there is ample
evidence that many of them made very substanfiattefto assist clients, and there
was no simple solution to the problem.

The situation reported by the Eastern Eyre RurainSelling Service in June 1991
gives some idea of the extent of the problem antbedcyre Peninsula region’s
roughly 1,800 farms generally: at that date, 13n¢$ of the counselling service
drawn from all over the eastern half of the Permbetween them had a debt of
$A43.7 million, or an average debt of over $314,p80farm. By 1993, some of the
most indebted farms had been sold, but more cligadsbeen taken on. The average
debt of the 208 clients then on the books was%tin9,350 (Eastern Eyre Rural
Counselling Service, 1994: personal communication).

Distribution of farm poverty by 1991

In view of the particular significance of farmingthe economic base of most rural
communities, a custom cross-tabulation from thell®8nsus was obtained to show
the broad features of the distribution of farm poy@rosperity. Figure 6.11 depicts
the distribution of low incomes among the farm worke (i.e. all those recording
their occupation as "farmer”, "farm manager" orrtidabourer” in the Census).
These data are based on "Postcode of usual resldetimat is, rather than counting
simply those present on census night, all tempgrabisent residents are enumerated
at their home address, while visitors are exclud@der the great majority of the
State's "Settled Areas", at least two thirds offémen workforce had incomes of

below $20,000. By 1991 the Murray Mallee had jdig/re Peninsula as a core area
of rural poverty, where at least three quarterthefdistrict's farm workforce have
incomes below $20,000. However, smaller pockefsadficularly low farm incomes
were also found in the Lower and Mid-North, southElinders Ranges and Kangaroo
Island. It will be remembered that the 1991 cengas close to the nadir of the crisis.
It refers to the 1990/91 cropping year which sathlibe demise of the wool floor
price and the collapse of cereal prices.

The distribution of higher farm incomes (not mappedhat year is also of interest,
though sparse. Relatively higher incomes (over,(BI) were in general earned by
only two to eight percent of the rural workforcatiwthe most noticeable
concentrations generally in the intensive vitictdtand fruit growing areas: the
Southern Vales, Barossa and Clare Valleys, andririvé Other areas with higher
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income clusters in the farm workforce occurrechia Elinders Ranges, Port
Pirie/Mount Remarkable areas, and small pocketsndisre. It must be stressed that
even in these areas, only a small proportion ofatbkforce was involved in the
higher income group. Also (for both high and lowwome groups) farming may not
be the sole source of the person's income.

Fig. 6.11 Percent of farm workforce with incoméelow $20,000, 1990/1991

PERCENT

General poverty distribution by 1991

The national recession and high interest ratesataffected the entire economy,
not just agriculture. However, flow-on effectsrirahe farm sector and the rise in
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farm poverty both added to the number and worsémetbt of the non-farm rural
poor in many ways - eg. retrenchments or short-tiagking by service industries
dependent on farmer custom, cessation of the hofregsual labour by farmers, the
demise of share farming, the increased competityofarm women for scarce off-
farm part time jobs, and so on. Figure 6.12 istam the reports of the
Commissioner of Taxation. Since 1991, taxatioma dave for the first time become
available for almost all individual rural postcoalieas, and at the same time rural
postcode boundaries have been determined andlljigitapped. A person’s postcode
and normal post office may give some indicatiomisfther normal movement
patterns, but for various reasons the defined pdstareas are only a very rough
match to the pattern of community allegiance asvshio Chapter 5.

Fig. 6.12 Income per person (dollars) submitting tax return, 1990/91, by
postcode of usual residence
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