
 

 
UNIQUENESS OF THE FAMILY BUSINESS 

 
A unique feature of businesses in the rural community is that family ownership 
dominates the industries and the community.  The traditional industries of beef, grain, 
sheep, dairy and others are primarily family business dominated. In a rural community 
where traditional agriculture is prominent this style of business also dominates the 
community. Family businesses are unique in the world of commerce nationally. The 
uniqueness of a family based business is the intertwining of the principles of marriage 
and kinship and the use of capital to generate income. Other forms of business as 
found in more urban communities may not necessarily have the strong relationship 
between marriage and kinship, sense of heritage concerning the farm, and  use of 
capital and generation of  profit.  
 
It is not easy to find a good definition of  the family business, particularly the family 
farm business. One definition developed by Gasson and Errington (1993) includes the 
following six points. 
• Business ownership is combined with managerial control in the hands of business 

principals. 
• These principals are related by kinship or marriage. 
• Family members provide capital of the business. 
• Family members include business principals, do farm work. 
• Business ownership and managerial control are transferred between the 

generations with passage of time. 
• Family lives on the farm. 
 
This attempt at a definition highlights the difference between family business style of 
commerce and a more urban based style of commerce. The issue concerning kinship 
and marriage very much brings into focus the relationship of the emotional connection 
between the principals of the business and the business. In one investigation into 
family farms Gray (1998) defines family farms based on the amount and type of 
unpaid labour. This includes a family farm where unpaid labour commits all or almost 
all the total on the farm, intermediate farms where there is some hired help used to 
contribute to more than half of the labour required and non-family farms where hired 
labour contributes the majority of labour on that farm.  In respect of this definition the 
critical issue in understanding importance of a family business as a style of commerce 
is the absolute inter dependence between economic, emotional and social issues 
concerning the family, the farm, and the community in which it lives.  
 
 
ROLE OF FAMILY ADJUSTMENT IN A FAMILY FARM 
 
The more consideration that is given to the family farm as a unique type of commerce, 
the more connection there is seen between the family adjustment and the business of 
the farm. The whole concept of kinmanship and marriage brings into focus the 
relationship between the people within the family, history of that family, and the 
lifetime experience of the principals of the business. The interaction of these issues 
present the challenges for farming families trying to adjust to the changing industry, 
weather conditions, or community well being. Family adjustment has been an issue of 



 

academic study for many years. Hill (1958) classifies stresses for a family requiring 
adjustment in terms of succession, dismemberment of a family, loss of morale and 
unity, and changes to structure and morale. Lipman – Blumen (1975) advanced a 
more comprehensive scheme for assessing family crisis. Some of her criteria include;  
 
• the origin of the crisis,  
• the impact on all family members, or just some,  
• the suddenness of the crisis,   
• the degree of severity,  
• and the length of adjustment.  
 
Irrespective of the definitions of stresses and crisis and their effect on families, the 
issue that family adjustment to change is different to an individuals adjustment to 
change in a business context is a critical issue that needs to be understood.  
 
In the same way as the action learning cycle is used to enhance the individual’s ability 
to cope with change, and the way that group dynamics in relation to a business 
Kilpatrick et al (1998)), have been studied, the issue of family adjustment requires a 
different type of modelling. The use of these models is merely to give a diagrammatic 
representation of suggested likely pathways that issues or changes can be explained 
and perhaps predicted. A model for family resistance as presented by McCubbin and 
McCubbin (1995). 
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From the model above the critical difference between a family adjustment model and 
other change models used by individuals and groups is the effect that stressors can 
have on all aspects of the family, not just the business.  The model identifies that any 
family has four major features:  
 
• The pattern of living that is the accepted norm for that family.  
• The resources at the family’s disposal.  
• The problem solving and coping ability and history of that family.  
• And the appraisal or decision making ability of that family.  
 
You will notice that this model suggests that those four aspects of a family are in a 
cyclic mode. This means that the change to one will in turn change one or the other 
aspects of the family. For example, McCubbin (1995) indicates that family resources 
include personality type, education, health, etc, family system resources represents the 
relationship within the family, the shared power within the family and patterns of 
support and resource exchange.  
 
The model pictured above indicates that when a stressor has been identified, be it 
personal or financially based, and that the family deems that it is at risk to that source 
of stress there is then pressure to alter the cyclical mode of their lifestyle of their 
business. There is pressure to change the pattern of living and business, pressure on 
resources, the ability to solve and cope with this source of stress, and then there is an 
actual decision phase. This decision or appraisal means there will be a change to the 
pattern of living, the balance of resources and likely problem solvers for the future. 
The implication of the model is that the application of the stress gives this family 
situation the opportunity to change.  
 
The middle of the model indicates where the family adjusts to the change or doesn’t 
adjust. By adjust we mean the features of the cycle of the model actually change, so 
they are different to what they were. There is a different pattern, changed resources 
etc. Where the family chooses not to adjust, that is to ignore the stress even though it 
has been identified that the family business is at risk the model then moves on to 
another phase. This new phase identifies the potential for crisis and pile up of 
stressors and increasing the degree of risk to the family business. If the choice is made 
not to adjust the crisis develops because there is more pressure, less time for 
discussion and negotiation and more emotional drain on those members of the family 
business. The cyclic pattern of living is still relevant and the family has another 
opportunity to alter the pattern, resources and problem solving. Therefore the family 
business has another opportunity to reorganise itself for the future. However if the 
family still chooses to not adjust, that is to ignore the stress the model re-focuses the 
attention on the potential of crisis. This implies that the crisis gets worse, the pressure 
on the family is higher, the likelihood of a reasonable outcome is unlikely. 
 
McCubbin et al (1983) have suggested that if the family chooses to adjust to the 
source of stress the benefits include; 
 
 



 

• a stronger family bond,  
• individual members develop from the experience,  
• the family unit develops because of its successful experience in dealing with the 

source of stress, and 
• family independence and control is maintained and improved. 
 
 However, if a family business continues to not adjust to the source of stress the likely 
outcome will include; 
 
• a decrease in the family bond, 
• individual development will be decreased  
• family unit development decreases  
• a loss of independence and control particularly when dealing with financial 

pressure.  
 
The message in this model is that the development of support networks though which 
families gain practical information, understanding and a sense of self worth is critical 
to their ability to develop as a family business.  The message for service providers 
dealing with family farms should be that an improved understanding of factors 
affecting family adjustment and the strong relationship between family adjustment 
and business success should allow for improved quality of service.  
 
 
 
THE DIFFERENCE BETWEEN SOCIAL CAPITAL OF GROUPS AND FAMILY 
ADJUSTMENT 
 
The issue of social capital and facilitators learning and changing communities is an 
actively researched topic. Kilpatrick et al (1998) have studied groups of farmers to 
come together regularly to exchange information and experiences through a 
consultancy service. This group of networks is built up through graduates of a series 
of learning exercises given by a firm of private consultants. The development of the 
Executive :ink (McCosker 1999 personal communication) is to enhance the learning 
of individuals through experiencing group activity. These meetings are held a few 
times a year and are a residential workshop. Individual businesses come together and 
share their experiences and their likely plans for the future. The members of the group 
have the trust and security of each other because of their experience and their 
common interest in their industry and the individual gets strength, emotional support 
and technical knowledge through this process. 
 
The difference between this and family adjustment is that the very same source of 
stress for example, financial or weather change, can be experienced but the group 
learning is much less personally threatening and doesn’t have the same pressure on 
the accepted life pattern of the family business. In the executive link process the 
individuals gain energy from the group then return home to implement suggested 
changes or modifications to their business. There is a very much business focus on the 
activity at the same time as enjoying the emotional support and common interests of 
the group.  This group learning is much less threatening to the individuals then its 
pressure on family adjustment and multi-generational family farm. 
 



 

 
 
THE NEED FOR CONTROL IN THE FAMILY BUSINESS 
 
In recent research carried out in Central Queensland the issue of control was 
identified as a major factor affecting the successful adaptation of families to pressure.  
Reeve and Durkin (1999 unpublished data) found that by asking rural support 
workers, farm financial counsellors, and farm legal aid specialists that there was a 
common theme between enabling factors and limiting factors in the families ability to 
cope with change. A number of on farm service providers were asked to give broad 
outlines of successful and unsuccessful family enterprises that have had to cope with 
financial pressure during the drought and farm crisis in Central Queensland during the 
‘90s. Industries investigated included sheep, cattle, grain and horticulture. The area 
covered was from the Capricorn Coast to Central Western Queensland. These service 
providers identified in unsolicited  assessments that those clients who successfully 
coped with crisis had a stronger sense of control in their lives than those who did not. 
In 31 case studies it was found that the personal need to take control of the situation 
as opposed to being a victim in a situation drove family business to make whatever 
decisions needed to be made to retain the essence of the family.  
 
This study agrees with the overseas published information that the issue of control is a 
major limiting factor to family’s ability to be resilient to any source of stress, 
particularly financial stress.  
 
Sources of stress most common in family farms as published by Lovelace (1995) 
include; 
 
• finances, 
• personal illness,  
• inadequate social institutions,  
• generational and family pressure.  
 
The response by husbands and wives also varies to sources of stress and their 
relationship between spouses is important in how the individual in the partnership 
respond to this stress. Rosenblatt and Keller (1983) reported a great deal of blaming in 
marriage where related to economic distress. Lorenz et al (1993) similarly found that 
for husbands wives support buffers economic pressure and husbands sense of control 
over events. For wives husbands support directly reduced their depression and buffers 
the effects of economic pressure on depression.  
 
CURRENT PERSPECTIVE ON FINANCIAL VULNERABILITY OF FARM 
FAMILY BUSINESS 
 
If we accept then that family farms are a unique style of commerce, and that family 
adjustment is a critical part of the success or failure of a rural family farm business, 
and that financial stress is the major source of stress for family farms in Central 
Queensland in the year 2000, we should then look at the likely threats to farms in 
Central Queensland today. The growth of the Farm Financial Counselling Service and 
Rural Support services in the last 10 years has indicated an increase in financial 
threats to farmers in Central Queensland. A primary role of Farm Financial 



 

Counsellors has been to help people re-organise their debt structures, particularly in 
response to pressures from financial institutions. Let us look at how the debt situation 
has changed in Queensland in the past few years.  



 

 

Table 1: Number of producers debt loads over time. 



 

 

Table 2: Dollar value of debt loads over time. 



 

TOTAL DEBT IN QUEENSLAND 
 
From table 1 we can see that from 1994 to 1998 a range of farming industries have 
changed the total borrowings. From the beef industry to 1994 to 1998 the number of 
producers with a debt has remained over 5000. The dairy industry from 1994-1998 
has shown a 300 farm increase in the number of farms borrowing money. The sheep 
industry for a similar has shown a decrease of nearly 600 producers carrying a debt. 
The sugar industry has gone from 2300 to 2800 borrowers. This table reflects that 
from 1994 to 1998 total number of farmers borrowing money has gone up by 3000 
enterprises. Table 2 shows us that the total debt for Queensland for farming has gone 
from 3.8 billion dollars to 5.3 billion dollars over 5 years.  This is at a time when 
prices have been coming down, costs have been coming up and there is a greater 
degree of uncertainty throughout agriculture. Specifically the beef industries 
borrowings  have sat on about 1.4 billion dollars in the last 5 years with a peak of 1.7 
billions dollars in 1996 when there was historically low prices and continually dry 
weather. The dairy industry borrowings have gone up from 192 million dollars to 263 
million dollars, the sheep industry borrowings have come down from 320 million to 
127 million dollars.  
 
What does this all mean? What these figures mean is that in the last 5 years the 
amount of debt has gone up and the number of producers with debt has gone up. 
When and net farm incomes are going down total borrowings seem to be going up. 
This may mean that the relationship between business decisions and personal 
decisions for a farming family are changing.  For logically you would think when the 
business is performing poorly then economic exposure should decrease rather than 
increase.  McGovern (1996) in a Queensland economic forecast predicted that the net 
farm income would  be zero by the year 2017. 
 
 
TYPE OF BORROWINGS 
The style of borrowings has changed as well as the total amount of borrowings. The 
most traditional form of borrowings for family farms has been Interest plus Principle 
term loan with a starting a date and expected finishing date. This type of organised 
borrowing similar to a home loan identifies an actual year in which the loan finishes. 
This demonstrates the borrowers ability to service the loan, profitability of the 
enterprise and demonstrates an increase in equity eventually leading to 100% 
ownership of the enterprise. This style of traditional borrowing is very common for 
the whole of the community and compares quite well with home loans utilised by any 
Australian family. 
 
However in agriculture the types of loan facilities vary greatly. The most common 
type of loan facility now used in Queensland agriculture is an interest only facility 
less than 5 years. This type of term loan which matures normally every three years, 
now covers 37% of a sample of loans taken out by farmers in Queensland. The 
Queensland Rural Adjustment Authority (1999) debt survey also indicates that the 
majority of money borrowed is for farm capital, making up a total of 45% of the total 
borrowings to Queenslanders.  This means that almost half the total borrowings. 
There is no compulsion for the banks to accept a renegotiated loan position at the end 
of the three years. In a family based business that has a strong relationship between 



 

marriage, kinmanship, sense of heritage and business this seems to be a high risk type 
of facility.  
 
The reason why this facility is the most common type of loan utilised at the end of the 
1990s is that the repayments of an Interest Only facility are less than that for an 
Interest plus Principle facility. There is perception that the type of loan can be 
renegotiated in three years to perhaps include an interest plus principle facility, and 
that the industry will turn around within that time frame to allow for much more 
profitable venture.   
 
It is also interesting to note in the QRAA (2000) debt survey that the age of the 
farmers that had the majority of these borrowings is between 45 and 65. This means 
that people at the middle to end of their farming career are placing themselves 
potentially at risk when others in the community of a similar age are planning for their 
retirement and thinking about enjoying the benefits of their working life.  
 
From a banking perspective the 3 main things that a financial institution looks for in a 
low risk customer are; 
 
1) profitability; which means that it is clearly evident that yearly income exceeds 

expenditure. This is easier to demonstrate in some industries than others. 
Industries that have very large once or twice year harvests of either animal or 
plants are more difficult to demonstrate than industries that have a monthly 
income such as dairy.  

2) all repayments need to be made including leases; any likely deferments need to be 
identified quickly.  

3) regular improvements in equity; interest only 3 year loans and changing land 
values of farm make for inaccuracies in regular assessments and equity.  

 
To avoid conflict with a financial institution it is very important for a family farm 
business to identify its family strengths, its stage of life and its financial limits. There 
are two basic principles that will help reduce the likelihood of older farmers becoming 
involved in  drawn out crisis with their financial institutions. 
 



 

 
Table 3: Relationship between age, income and debt 
 

AGE 
 

25-35 35-50 50-70 

Income 
 

X X X 

Debt 
 

5X 3X 1xX 

   7xX 



 

 
 
Table 4:  Relationship between financial needs and equity. 

FINANCIAL NEEDS 
 Cash needs Debt 

Payments 
Succession

60% 
 

   

80% 
 

   

E 
Q 
U 
I 
T 
Y 

100% 
 

   



 

 
 
Table 3 the relationship between annual income, total debt and age of the farmer 
should give some guidance to families who feel uncertain as to the security of their 
present position. From table 3 you can see that by the time the farmer is between 50 
and 70 the total debt owing should equal the farm income per year. A total debt of 5 
to 7 times the annual income is placing the family farm at great risk particularly at 
that age. From table 4 the relationship between cash needs and equity should help 
identify technology needed to address financial limiting constraints. There should be 
for each industry technology that suits for example a 60% equity farmer who has short 
term cash needs, and different technology for a farmer with 80% equity with debts 
servicing problems as opposed to current cash need problems. In times of  climate 
extremes 100% equity farmer may still have short term cash limits. This is often the 
case found in times of drought or droughts or flooding or severe market collapse. 
Perhaps technology developed for agriculture has been ideal for someone with 100% 
equity with no major cash limits, no debt repayments but is concerned about 
enterprise development and succession planning.  
 
Research carried out in Central Queensland in 1998-99 by Reeve and Curthoys 
indicated that farmers themselves had a different perspective the effect a farm debt 
has on viability than do the service providers. This research indicated that the farming 
families were more concerned about size of debt than the management of debt and 
also felt that the debt itself was a personal issue rather than a business issue. For those 
reasons it is important for farming families; 
 
• to plan to eliminate debt at some stage in their lives,  
• identify the relationship between their age, stage of life, income and total debt, 

and  
• decide if they are comfortable with that relationship.  
 
They need to foresee the debt structure in terms of their life goals. Professional advice 
should meet family and business needs and clear outlines to professionals of the 
family needs is important.  
 
 
 
FURTHER EVIDENCE FOR THE UNIQUENESS OF A FAMILY FARM 
 
Argent (2000) in a review of public farm credit in Australia and New Zealand uses a 
South Australian case study to highlight the changing relationship between financiers 
between 1950 and the year 2000.  



 

Agriculture - Finance Relation 
1952-1983

Agriculture – Finance Relation 
1983- present 

Agriculture  - Finance Relation in
crisis 

Kangaroo Island, South 
Australia Case study 
Argent, N. (2000) 

Table 5 



 

 
 
 
In table 5 the network of a family farms finances rotated clearly around the bank and 
the intent to create profit and manage expenses. From 1952 to 1983 the network 
rotates around shareholders, investors, depositors, the relationship between the bank 
and the central bank, and the business of the family farm itself. In the same case study 
the financial relationships in a time of crisis change dramatically. New players in the 
network include rural counsellor, rural action groups and church groups. The banks 
network includes shareholders, a weaker relationship with the central bank and 
competition with public farm financiers.  
 
This change in financial relations in crisis highlights the increase in need of emotional 
and community support for the individual family farms in an isolated community, in 
this case Kangaroo Island.  In this study Argent (2000) argues that the change in the 
banking structure in Australian Agriculture in the 1950’s to the year 2000 has played 
no small part in the increased risk faced by family farms. He also argues his research 
demonstrates the need for continual case study research to have a greater 
understanding of the effect of major institutional restructuring has on rural 
communities. Also this change is not limited to Australia, but to Australia and New 
Zealand. Other researchers particularly in Northern America, have shown the changes 
to government assistance programs in the early 80’s by the Reagan government 
increased the risk faced by small family farms by significant changes to the lending 
facilities. (Daley, pers. com.) 
 
CONCLUSION 
 
There is significant need amongst service providers for agriculture in Queensland to 
identify the types of commerce active in rural Queensland and to develop services to 
meet the needs of those types of commerce. If we accept the family farming is; 
 
• unique  style of commerce that has specific value as a style of commerce, and  
• it does contribute significantly to the nation’s wealth, then services provided to 

these businesses can  be more finely tuned.  
 
In the South Australian study and as experience in Queensland has shown, as financial 
stress increases families have trouble adjusting and emotional and heritage values 
come very much to the fore and often dominate business decisions. To avoid this 
situation would it be possible for service providers to; 
 
1) identify that farming is a unique style of commerce,  
2) clearly understand major financial constraints facing that style of business,  
3) identify technology suitable to the different stages of both the farming business 

and of the people involved,  
4) relay the conditions of these businesses to policy makers in a clear non-

threatening way to allow for continual fine tuning of the services provided,  
5) improve the rural service providers network to strengthen the links between 

technology developments, the financial institutions and the social welfare 
organisations.  
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