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FARM BUSINESS
FACT SHEET
FARM BUSINESS MODELS

Farm business models – why consider 
a change?

BUSINESS MODEL VS STRUCTURE?
A farm business model is commonly 
mistaken to mean ‘business structure’, 
or the combination of legal entities for 
business operation and asset ownership, 
such as a partnership, trust or company.

While legal entities are important, 
they are only part of the puzzle and 
may not take into consideration the 
foundations for a successful farm 
business. The business entity is best 
addressed in the later stages of setting 
up or restructuring a farm business 
model, matching the entity to the 
needs of the business and people.

AN ALTERNATIVE APPROACH
The family farm business model, 
where the land is owned and operated 
by the family, has generally served 
Australian agriculture well.

In this traditional family farm model, 
farm assets and farming operations, 
including management and labour, 
are usually provided entirely by 
the family. The contribution each 
resource makes to the farm business 
is typically not formally valued. 

However, there are situations 
where the internal contribution of the 
farm’s assets and operations will not 
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Peter and Toni Unger, Alectown, New South Wales.
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Key points
n  Corporate farming businesses 

manage overhead costs, financial risk 
and increase their access to capital 
investment by operating with a clear 
separation of farm asset ownership 
and business management and a 
reliance on employed labour.  

n  Using this corporate approach to 
develop a tailored, alternative farm 
business model has the potential 
to produce a more profitable and 
resilient family farm.

n  Alternative farm business models can 
enhance profitability, provide more 
effective risk management (by sharing 
the risk with others) and assist with 
business succession.
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TABLE 1 Typical ownership and access arrangements for farm resources within business model ‘types’.
Farm resources Farm family Leasing Share farming Contracting Joint ventures

Land ownership 50 to 100% internal 100% external 100% external 100% internal or external 100% internal or external 

Irrigation water 
ownership 50 to 100% internal 100% internal or external 100% internal or external 100% internal or external 100% internal or external 

Livestock ownership 100% internal 100% internal 100% internal or external 
or shared 100% internal or external 100% internal or external 

Management access 100% internal 80 to 100% internal 80 to 100% internal 100% internal 100% internal or external

Labour and machinery 
access 75 to 100% internal 80 to 100% internal 80 to 100% internal 25 to 100% internal 100% internal or external 

Working capital access 100% internal 10 to 30% internal 10 to 30% internal 10 to 30% internal 100% internal 

Note: ‘internal’ is owned or supplied by the farm business operator, ‘external’ by another party.

always deliver the best outcome for 
the business or the people involved.

In alternative farm business models, 
farm assets and farming operations are 
separated, allowing some to be provided 
by the business owners/operators and 
some by other parties, with each being 
rewarded for their respective contributions. 

This fact sheet discusses some of the 
issues to consider when determining if an 
alternative farm business model could 
deliver benefits for your farm business.

THE EVOLUTION OF ALTERNATIVE 
FARM BUSINESS MODELS
Corporate farming is based on 
the separation of farm business 
resources, with a clear delineation of 
farm asset ownership and business 
management and reliance on employed 
labour for farming operations1. 

Within this model, farm assets and 
operations are commonly separated 
in the business structure to protect 
assets from operational risks by 
breaking down the farm business 
into distinct business resources.

An increasing number of family 
farms are evolving towards this 
corporate model by changing the mix 
of business resources. Sometimes 

referred to as ‘family corporates’, 
many of these enterprises operate 
with formal board and administrative 
structures, as well as employed staff2.

BENEFITS
Modifying the family farm model, or 
developing an alternative model to include 
some external contribution of assets 
and/or operations, can deliver greater 
flexibility and rewards. It may be as simple 
as ‘tweaking’ the traditional family farm 
model to include contracting, through to 
developing more complex models such 
as joint ventures or equity partnerships.

Alternative farm business 
models can assist growers or ‘farm 
business operators’ to achieve:
n  enhanced profitability by 

improving cost structures and 
access to resources; 

n  more effective risk management 
through sharing risk with other parties;

n  business succession; and
n  increased access to capital for 

growth and operation, reducing 
the reliance on debt funding.
While adopting an appropriate farm 

business model can help address 
these ‘drivers’, business success also 
depends on the ability to manage 
and operate the business well.

A MIXED BAG OF FARM  
BUSINESS MODELS
Due to the range of personal and 
business needs combined with differing 
requirements for resources, most farms 
operate using a mix of business models. 
For example, family farms now typically 
operate with some leasing, some share 
farming and/or some contracting. 

The level of asset ownership 
and contribution to farming 
operations within each model 
varies significantly depending on 
the business circumstances.

These variations mean it is not 
possible to define discrete business 
models; rather it is more appropriate 
to consider model ‘types’. Common 
farm business model ‘types’ include:
n  family farming;
n  leasing land;
n  share farming;
n  contracting (including machinery, 

labour and/or management); and
n  joint ventures.

Within the model types, the 
ownership and access arrangements 
for farm resources can range from 
completely ‘internal’ (business owners/
operators) to completely ‘external’ 
(other parties), as described in Table 1.

Farm business management is based on decision-making, 
choosing a path for your business that has acceptable reward, both 
financial and non-financial, for acceptable effort with an acceptable 
level of risk3. What is ‘acceptable’ will vary from business to 
business and person to person.  It is essential that farm decision-
making includes all key people in the farm business.
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CORPORATE-STYLE 
JOINT VENTURE IN 
SOUTHERN NSW
Back in 2008 the DB Group was 
formed by a merger of four family-
run agricultural businesses. Rather 
than pursuing a debt-financed farm 
growth model, the DB Group chose 
to operate as a simple limited trust.

The structure provides land 
access certainty through formal 
legal arrangements. Each family 
retains the land they own in their 
individual names and leases the 
land to the DB Group, which 
provides either fixed or variable 
income streams.

With the assistance of 
professional advisory firms, the 
group reviewed the businesses 
and realised the farming operations 
needed to scale up and retain their 
intellectual property. This would 
reduce the burden of fixed costs 
and achieve greater efficiencies. 
However, it was decided that 
continuing to use debt finance would 
only increase the financial stress and 
perpetuate the cycle of farming debt.

DB Ag is the farming entity of 
the DB Group and owns everything, 
including machinery and livestock, 
except the land. DB Ag also 
employs the labour for growing and 
marketing the crops and livestock. 

To maximise returns and reduce 
production risk, the properties 
are spread geographically and 
machinery and personnel are 
shared between localities. In 
addition, off-farm agribusiness 
arms exist in retail stockfeed 
and warehousing, and a Pioneer 
promoter agency and cotton 
accumulation.

Today the group manages more 
than 17,000 hectares, with in excess 
of 13,000 ha of winter cropping 
sown annually and 5000-6000 
ewes as part of its core business.

The business also integrated 
an additional two families into the 
ownership structure in 2013 and 
2015, demonstrating the flexibility of 
the model.

Case study

WHICH FARM BUSINESS MODEL?
Alternative farm business models 
cannot be selected ‘off the shelf’ 
and implemented. They need to 
be developed to suit personal 
and business needs, focusing on 
people, finances and resources.

When considering the suitability of 
alternative farm business models for your 
business, it is essential to understand:
n  what are the drivers for considering 

an alternative business model? 
Understanding what the 
drivers are provides essential 
background about what aspects of 
performance are most important.

n  the perspectives of the different parties 
within each model. Parties within an 
agreement may include: business 
operator, contractor, land owner and 
investor (joint venture partner). While 
there may be alignment, generally 
the different parties will have differing 
requirements reflecting their personal, 
business and financial situation.

OTHER CONSIDERATIONS
It is common for the financial performance 
of farm business models to be considered 
in isolation, making the potential 
financial outcomes the primary focus. 

However, non-financial considerations 
should not be dismissed when 
assessing the potential suitability to 
personal and business circumstances.

Farm business management is based 
on decision-making, choosing a path 
for your business that has acceptable 
reward, both financial and non-financial, 
for acceptable effort with an acceptable 
level of risk3. What is ‘acceptable’ 
will vary from business to business 
and person to person. It is essential 
that farm decision-making includes 
all key people in the farm business.
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IN FOCUS 
BASIC PRINCIPLES OF THE FARM BUSINESS MODEL
The following principles are critical to the success of farm  
business models:
n  The farm business can be broken down into 

business resources (assets and operations);
n  The resources help define the relative contributions 

of different parties to the farm business; and
n  The contributions of each party to the farm 

business can be valued and rewarded.
Land is the most common example of a resource that is valued 
and rewarded.  Lease payments made under lease agreements 
are a ‘reward’ for the contribution to a farm business.

Anna-Lisa Newman farms with her husband Craig near Varley and Lake King in Western Australia.
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DISCLAIMER 
Any recommendations, suggestions or opinions contained in this publication do not necessarily represent the policy or views of the Grains Research and Development 
Corporation. No person should act on the basis of the contents of this publication without first obtaining specific, independent, professional advice. The Corporation and 
contributors to this Fact Sheet may identify products by proprietary or trade names to help readers identify particular types of products.We do not endorse or recommend 
the products of any manufacturer referred to. Other products may perform as well as or better than those specifically referred to. The GRDC will not be liable for any loss, 
damage, cost or expense incurred or arising by reason of any person using or relying on the information in this publication.

CAUTION: RESEARCH ON UNREGISTERED AGRICULTURAL CHEMICAL USE 
Any research with unregistered agricultural chemicals or of unregistered products reported in this document does not constitute a recommendation for that particular use by 
the authors or the authors’ organisations.  
All agricultural chemical applications must accord with the currently registered label for that particular agricultural chemical, crop, pest and region. 
Copyright © All material published in this Fact Sheet is copyright protected and may not be reproduced in any form without written permission from the GRDC.
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What are the main potential benefits from adopting an 
alternative farm business model?
A successful transition to an appropriate and carefully 
considered alternative farm business model can enhance 
profitability, provide more effective risk management (by 
sharing the risk with others) and assist with business succession, 
overall providing a more robust and sustainable farm business. 

Should an alternative farm business model be considered 
for enterprises in financial difficulty?
While adopting an appropriate farm business model can help 
address financial issues, business success also depends on the 
ability to manage and operate the business well.
The benefits of an alternative farm business model mean the 
enterprise should be better able to manage adverse times in 
the future; however, this is not a quick-fix solution. Alternative 
farm business models may involve additional costs associated 
with set up and implementation and can take several years 
before the benefits are fully realised.

Is the ‘hand over’ phase of a succession plan a good time 
to implement an alternative farm business model?
Handing over a viable business is the ultimate aim of farm 
business succession. Implementing an alternative farm business 
model as part of the transition of business ownership and 
management allows all parties to have input into the design of 
the alternative business model, ensuring that the needs of all key 
people in the business are met.

Frequently asked questions


