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Foreword

This report reviews information on the role of agriculture and farm household diversificatioa
rural economy of the United Kingdom. It was prepared by a consuBarkeley Hill, Professor Emeritus
of Policy Analysis, University of London / Imperial College London

It is one of 1Xountry reviews prepared under Output area 3.2.1: Agrialltpolicy reform
(Item 3.2) of the programme of work and budget of the Committee for Agriculture for@R07

Based on material compiled from the available literattivese country reviewaddressll or most of
the topics listedbelow:

1
1

Definitonsandader | yi ng concepts of Arural o as they

The availability of data pertaining to the share of agriculture and thef@aplosector in the
economies of OECD countries at the national level and in rural areas and trends therein.

The availability of data relating to the income situation of farm households and in particular the
availability of information related to nefiarming activities.

The extent to which nefarming incomeearning activities of farm households are farm based
(i.e using farm resources as in the case of farm tourism) or rural based (located in rural areas).

The extent to which the industries upstream and downstream from primary agriculture are located
in rural areas.

The strength of multiplier effects between farmtfabased and up/downstream industries and
rural economies.

The information in these country reviews was used as background to the reporto!dhef
agriculture andfarm householddiversification in the rural economy: evidence and initial policy
implications” [TAD/CA/APM/WP(2009)1/FINAL], which was declassified by the Working Party on
Agricultural Policies and Markets in February 2009.
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THE ROLE OF AGRICULT URE AND FARM HOUSEHO LD DIVERSIFICATION
IN THE RURAL ECONOMY OF THE UNITED KINGDO M

In January 2008 the OECD commissioned a report on the role of agriculture and tfeodgector
in rural areas of the United Kingdom. It was to be based on national and regional statistical information
and published literatureThe Terms of Referenc€éloR) stipulated that the report would answer the
following questions:

T

Definition of rural areas in national statisticsHow are rural areas defined in national statistics?
What typology is used to classify rural areas? On which criteria is it basedReheedifferent
definitions/typologies used for specific studies?

Rural areas in the national economyhat is the share of rural areas in total population, land,
GDP and employment?

Role of agriculture in rural areas:What is the share of agriculture iand use, GDP and
employment at national level, in rural areas or regions? What is the share of farm family
members in the rural population? How have these shares evolved in the last two decades?

Role of agrifood industries in rural areasWhat is the shar of agrifood industries (upstream

and downstream) in GDP and employment at national level, in rural areas or regions? What is the
share of forestry in land use at national level, in rural areas or regions? How have these shares
evolved in the last two dades?

Diversification of activities by farm households in rural areag/hat are the activities in which

farm households are engaged on the farm and outside? To which extent are they related to farm
activities? Do they take place on or off the farm? Whahe number of farms engaged in these
various noragricultural activities? Which member of the farm household is engaged in non
agricultural activities? What is the share of farm household income derived from the various non
agricultural activities?

Factors enhancing/limiting farm household diversification into neagricultural activities:
What are the main factors explaining farm household diversification (or the lack of) into non
agricultural activities: the general economic situation (employment) ssibiléy/connections,
attractivenessregulations and policies?

Focus on farm tourism:ls it developed (same questions as in 5 and 6)? What are the tourism
services provided by farm households (housing, meals, recreation, etc.)? What are the factors
expldning the development (or lack of development) of farm tourism?

Multiplier effects of agriculture and other rural activitiesWhat are the multiplier effects of
agriculture in rural economies compared to those offagd industries, farm tourism, public
services or any other activity?

This report is structured isectionsthat address each main question diredttysome instanceshe
overlap between issues means this structure has to be adapted.



It should be noted thain the United Kingdom (UK)respongility for agriculture and rural
development is devolved to the separate administrations for England, Wales, Scotland and Northern
Ireland, with a further delegation in England to regional development ageHtigslisaggregation applies
to the statistial information this study is required to cover, though some are available on a UK basis
There are separate mechanisms in place by which developments in rural areas are monitored; in England
this is carried out by the Commission for Rural Communities

Although for the purpose of securing funds from the EU Budget for the support of rural development
there is a sigle UK Rural Strategy, in practice this is largely an envelope of conveniEmer are four
separate strategy documents which form the backgsotmthe separate Rural Development Programmes
(RDPs), and the information they contain on rurality and the place of agriculture in the rural economy is
disaggregatedConsequently, to assemble a UK response to the questions posed by the OECD requires a
degree of synthesi his is not always possible for technical reasons (for example, different definitions of
what constitutes are rural area may be in.Usejuch circumstances, attention in this report will focus on
England, which often shares a comnagproach with Wales, though still with some disparities.

The general point is that the governmental administrative arrangements for agriculture and rural
development in the UK present a challenge to the establishment of aWaksponse to the quest®n
raised by the OECIFor some topics inconsistencies, gaps and partial coverage are impossible to avoid.

Definition of rural areas in national statistics

From a theoretical stand point the definition of rural that is most appropriate will depend opeitte as
of the social, economic and natural part of the environment the particular policy wishes to infuence
substantial danger exists that a definition of rural, created for and appropriate to one purpose, may be
hijacked and used in situations wherdsitmanifestly a misfit A UK example of misuse apparently
occurred in the case of rural housing (NAC Rural Trust, 1987)

The EU/OECD definition

Several definitions of what constitutes a rural area are in use in tha hiighly significant definition
ist he one incorporated into applications for fund
assist nationallyun rural policy instrumentsFor the purpose ofdesigning Rural Development
Programmesgand submitting them for approval to the Europeam@ission the UK applies the definition
devised by th®©ECD, a practice shared by alther Member State¥hough the Commission has made its
own explorations with definitions of rural areas, it has adopted the OECD approach in the round of rural
developmat programming, at least for the period 208 The OECD definition is based on population
density It classifies NUTS or 3 regions intoPredominantly Rural regiofPR), Intermediate RegiqiiR)
and Predominantly Urban regi¢gRU). For details see Bo%.

In its submission to the European Commission of itsdwal Strategy for rural developmeintthe
period 200613 (Defra 200&) the UK acknowledges that the OECD methodology is the only definition of
rural areas internationally recognized, but consideat it imperfectly reflects the rural character of many
areas, particularly in densely populated regions. For exaraplag the OECD system results in no
predominantly rural areas for the whole of Engléntiether classified at NUTS leveksor 3), and Defra
claims that it alsalistorts the picture across the rest of the. Bigurel illustrates that areas coloured
green (predominantly rural NUTSunits) are confined Scotland, with much of central and soutesn
England classed as predominantly urbdoough it is not reasonable to conclude that such areambave
rural problems or lie outside the coverage of rural pokiygland has an avage population density of
382people per square km, which in the context of the European Union (EU27) gikestliird highest
overall population density, behind the Netherlands and Mahas, definitions of rural are applied in



England in a context that is largely urban by the standards of many other co@rirtée other hand, the
Welsh Assembly Governmepbints out that, according to tli@ECD definition, the whole of Wales can

be termed rural with the exception of the major population centres on the southern coast (Cardiff, Newport
and SwansegWAG, 2008).

Despite reservations about the appropriatentiseoEU/OECD populatiodensity based definition,
in the interests of comparability across the EU
framework for rural development policy, such as when establishing sets of baseline data.

Box 1. OECD methodology to define rural areas

The OECD methodology is based on population density (OECD, Creating rural indicators for shaping territorial policy,
Paris, 1994). It is based on a two-step approach:

9 First, local units (e.g. municipalities) are identified as rural if their population density is below 150 inhabitants per
square kilometre.

1 Then, regions (e.g. NUTS 3 or NUTS 2), are classified in one of the 3 categories:

- Predominantly Rural region (PR): if more than 50% of the population of the region is living in rural communes
(with less than 150 inhabitants per km?);

- Intermediate Region (IR): if 15% to 50% of the population of the region is living in rural local units;
- Predominantly Urban region (PU): if less than 15% of the population of the region is living in rural local units.
Changes introduced in the second step of the methodology (OECD, Regions at the glance, Paris, 2005):

9 if there is an urban centre > 200 000 inhabitants (in EU) representing no less than 25% of the regional population in
a "predominantly rural” region, it is re-classified as" intermediate"

9 if there is an urban centre > 500 000 inhabitants (in EU) representing no less than 25% of the regional population in
an "intermediate" region, it is re-classified as "predominantly urban".

An famr bcenter o in Europe i s ded muneigalitypwith a populatora density ratbove| L AU 2
150 inhabitants per km? and total population above 200 000 inhabitants. Characterisation of the rural character at
regional level, where most of the statistics are available, allows drawing easily a picture of the different types of areas
at national level.

As for the first step, the method requires information on population and areas at local level, the characterisation can
only be made with a long periodicity (in general every 10 years when a population census is made).

Source: CEC, 2007.

Figure 1. Regional classification at NUTS 2 level

e

Code: Red = Predominantly urban: Yellow = Intermediate:
Green = Predominantly rural

(



National definitions

For domestic purposes the UKglers methods of defininghe rurality of geographical areas that take
account of the specificharacteristics of each of the countries within the WKe choice ofdefinition of
rural has been a matter of active debate andipahctevelopment in the UKEvidence assembled Fhe
State of the Countryside 2001 Rep@ubuntryside Agency, 200Hemonstrated thatrange of concepts of
rural had been defined and made operational by public instituficstsidy on urality (SERRL, 2001alists
some ten different approaches being used within the@ikeria usedo define the rural areas in the UK
have varied from the largely intuitive through those based on single indicators (land use, populaiigpn de
and so on) to more formal statistical definitions based on multivariate analysis of varioas deiened to
indicate rurality the various approaches are reviewedPmllips and Williams 1984 Hodge and Whitby
1986 andSERRLet al.,20013.

In March 2001 theformer Department of the Environment, Transport and the Reg{DisSTR)
commissioned from a consortium of universities a study of urban and rural definitions used for policy
purposesin the Preliminary Draft Final Repor{SERRL et al, 2001a) five broad types of purpoke
applying a definition of ruralvere identified, though the distinctions are not absolute (they have been
rearranged from the original).

9 For the statutory allocation of reourcesT he o0 n

l'y clear example of th
To Buy®d provisions of the

|l egislation in rela

1 For the more or less direct targeting of resource&n example is the two stage process by
which a broad allocation is made centrally to qualifying rural districts, then local authorities
select appropriate areas within their jurisdiction; Rural Bus Grant and Rural Business Rate Relief
are examples of this process.

1 In the construction of variousfiheadline indicator® such as those in theural White Paper
(DETR/MAFF, 2000) are likely to require appropridtee f i ni t i ons of &érural 0.

9 For constructing urban/rural statistical descriptionsThis frequently conducted and important
application requires consincy between the geographical units used to create theamtaural
definitions and administrative areas (including wards and parishes).

9 For analytical purposesincluding the locating of survey points within urban areas and the
population banding ofrban areas for sample survey and data reporting purposes.

The SERRL review concluded that the three sets of criteria commonly used to assess rurality (land
cover, population characteristics, and social/economic organizatiocthgebame, in a sense, incsazgly
out of step in the UKThe SERRL commertit hat fAwhen it comes to defini
rural areas for policyi.. practical) purposes, [the fact that the terlasbard andfl r u thavé liecome
increasingly indistinct] means that namgie solution is likely to meet more thariid ai r pofédhpor t i o
range of policy requirements(SERRtal.,, 2001a)l t nevert heless continues t
the combination of data coul d appeamngawidegangedfe f i ni
peopl eo.

In a further document (th&ser Guid¢ that came from this project (SERRdt al, 2001b) the
researchers describe the nature of four definiti
were more widely usedhan others and appeared to meet current user .n€adse four were the
definitions usedy:



1 the Countryside Agency (the predecessor of the CRC) iState of the Countryside (SoC)
reports, based on economic, social and demographic stryctures

9 the Office for National Statistics (ONS), also using sebéonographic variables but taking these
from the 1991 population census and forming a general disaggregation of all areas of the country
into a broad range of types (much more than just rural orunat);

9 the DETR Local Government Finance Groupsdzhon sparsely of populaticand

1 the Countryside Agency for the purposes of its Rural Services Survey, usingoé-thuenb of
settlement size

The first two had applications both at local authority anddviavels, the third only at local authority
level, and the fourth only at parish lev€he SERRL demonstrated that substantial differences in coverage
(area and population) result from using the different definitions

The important point is that any sitepclassification system (binary rural/noural classification or
one that adopts a set of categorasrural type$ is unlikely to be adequate for describing all the
characteristics of rural areas that are of interest to policymaRershe other handhe use of multiple
definitions invites confusion, especially when rexperts attempt to combine datasets using different
definitions There is virtue in having a standard approach that can be widelydshen@ss government
departments.

The newmulti-departmentaldefinition of rural for England and Wales

In line with this thinking, following a review in 2002 of existing definitions, a project was launched
by a combination of government departments and agencies to develop a new rural definition ths could
applied within policy to help target support to groups, communities and busin€sssspublic bodies
were the Department for Environment, Food and Rural Affairs (Defra), the Office for National Statistics
(ONS), Office of the Deputy Prime Ministethe Welsh Assembly and the Countryside Ager({@he
absence of representation from Scotland and Northern Ireland might be noted)

The new rural definition for England and Wales was launched in the Department for Environment
Food and R RurahSratedyinf2@04 (Deff@2 004 a) and recognhised as ¢
the Office for National Statistics shortly afterwards. It is based on population density (or, more strictly,
household densityput in a flexible way that allows both settlemernteayand its context (in terms of the
household density of the surrounding area) to be reflected. This system seems particularly appropriate for
England, where the countryside often contains substantial settlements and where there is a wide variation
in extend to which it is populated. Details of the underlying methodology of the new rural definition are
given in Annexl.

At its most detailed level it involves allocating each Census Output Area (units connected te the ten
yearly population censuspntainingof approximately 12%ouseholds) into one of eight diffetearea
type, as shown in Tablke It should be notetl h a t O6r ur al 6 celisothatparaiosegmdicitit he s
fiurbaro.



Table 1. Classification of census output areas by settlement type and context

Settlement type Context
Urban >10 000 Less sparse
Town and fringe Less sparse
Village Less sparse
Hamlet and isolated dwellings Less sparse
Urban >10 000 Sparse
Town and fringe Sparse
Village Sparse
Hamlet and isolated dwellings Sparse

Source: CRC, 2007a, Defining rural England.

The core classification of Census Output Areas (COASs) has been adapted for larger geographical units
that comprise multiple COAs, including Electoral Wards (the smallest unit of local government).

According to theStae of the Countryside 200(CRC, 200h), two classificationsusing the new
multi-departmental definitiohave been recognised b government

T Office of National Statisticsd categorisation
1T Defr ads Cbfd®istsciahd Uoitary Autbrities.

It might be argued that it is tHatter ability to classify Local Authority Districts and the closely
related unitary authorities (collectively labelled LADSs) that is the more useful in the present.ddoiext
official datafor Englandis only callected at the level of the 334ADs into which England is divided
Central government and other agencies also seek
information gathered at the LAD level (CRZD0 ).

Using this clasSicatoryapp r o0 a ¢ h E n gADa aredabiosate@® tb6 dne of six broad classes based
upon the number and proportion of their popul ati
rural definition.

Three classes are predominantipan in nature:Major Urb a n 6 , 6Lande 60tbandéUnb
comprising 178 ADs in all.

The mainrural types,of lni ch t here are 178, aRuals® a lalRaa AR Si g
800, identified by the proportion of peopleinr a | sett | e mBura880LADS haad betwekn n d s :
80 and 10® of inhabi t ant s i n r Ruraldb00 LAD® havd momeethan H0%whiist
fiSignificant Rurab LADs have more than the national average o%2@hese broad classes can, if
required, be further broken down into the difiettypesof specifically rural settlement they contdlisted
later in Tables). M drsrral 8@iLADs, for example, have a predominance of people living in villages.

The map of the classification is shown as Fidlre

In Wales theconvention has been toeatninepr edomi nantl y rur al count i
Wa | elsigunderstood that application of the new mdipartmental definition to Wales has largely
supported this conventiofhe nine counties are Denbighshire, Conway, Gwynedd, Ynys MRowys,
Cereigion, Pembrokeshire, Carmarthenshire and Monmouthdtire means that a high proportion of



Wales is considered rural by this definition, and there is relatively small difference between datasets for
Wales in total and for those forems deerd to be rural (Figura).

Scotland and Northern Ireland do not apply the system devised for England andIkvakastland
the General Register Office for Scotla@@ROS) has produced a definition of 'settlements’ which is based
on the density of addresscalculated for each of the 188usand postcodes in Scotlgi@&ROS 2008) A
settlement is generally equivalent to a group of neighbouring localities. Rural Scotland may be defined in
terms of these settlements as, for example, all land outsiderssitleabove a given siz& standard rural
definition is in place, which defines rural areastlasseareas outside settlements o0@ or more, but
adds greater sophistication by distinguishing between accessible and remote rural areas on the basis of
drive time to larger settlementd/ith the additional drivetime element, this definition is often referred to as
the Scottish Household Survey Classificatibm.Northern Ireland the Statistics and Research Agency
(NISRA) published a Report by the InlBeepatmental UrbarRural Definition Group in February 2005
which considered this question in depthe report recommended that Government Departments and other
users should consider defining urban and rural areas in ways that are appropriate to the specific
programmes and projects under consideration. In the absence of a proegpeuifie definition, it
proposed that settlements with a population 50@ or less should be defined as rural (DARDO6)

In conclusion

To sum up, a twane approach to defirgnrural areas is used in the URor purposes of EU policy,
the EU/OECD system based on population density is empl&gpedational purposes, England and Wales
now share a common approach to the classification of small areas and local government lolsteidton
a rather sophisticated set afiteria. Scotland and Northern Ireland do not apply this system but prefer
alternativesThis means that no Uide classification is feasible other than by using the OECD syistem
a situation that is rather unssdtictory, given the nature of rural areas in the UK and the inappropriateness
of the OECD approach for reflecting its complexity at the local level.
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Figure 2. The classification of Local Authority Districts, England
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Figure 3. The classification of Unitary Authorities by type, Wales

National Statistics Classification

Settlement and context
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Role of agriculture in rural areas
The dhare of agriculture in land use, economic activity and employment in rusietas

Using theOECD definitionand the classification of NUTSand NUTS3 regions intdPredominantly
Rural, Intermediate, and Predominantly Urp#dre proportion of area, population, GVA (GDP not being
available at this level of disaggregationdaamployment are shown in Taldetaken from the European
Commi s s i drepoérson riral @edopment in the EU (CEQR007)

Table 2. Significance of agriculture in rural areas (2004)

Indicator NUTS 3 NUTS 2
UK EU25 UK EU25
% territory in rural areas (2004)
Predominantly rural 24.2 53.5 16.3 36.2
Intermediate regions 54.2 36.8 54.8 47.0
Predominantly urban 21.8 9.6 28.9 16.8

% population in rural areas (2004)

Predominantly rural 2.0 17.5 0.6 10.0
Intermediate regions 28.4 36.7 333 44.9
Predominantly urban 69.6 45.8 66.1 44.5

% Gross Value Added in rural areas (2004)

Predominantly rural 14 12.2 0.5 7.0%*
Intermediate regions 24.4 30.6 295 39.6**
Predominantly urban 74.2 57.2 70.0 53.4**

% employment in rural areas (2004)

Predominantly rural n.a 19.4* 1.0 9.8
Intermediate regions n.a 35.2* 33.5 43.1
Predominantly urban n.a 45.4* 65.6 47.1

n.a.: not available; * Excludes Italy and the UK; ** excludes Greece.
Source: CEC (2007), Rural Development in the European Union Statistical and Economic Information Report 2007.

It is clear that Predominantly Rural Regions are of small importance in the UK in terms of population,
employment and economic activity (as indicated by GVA), accounting for some 2% or less of the national
tota. The UKG6s positi on fromshe BL2S &verahé, whed isHaresareesante tenfold
greater As was pointed oudbove none of these PR regions are in England.

There is quite a large impact on the share of PR area if the classification is carried out on2MUTS
a NUTS3 area basighe latter being smallein England there are 30UTS 2 areas (countgor groups of
counties), Waleg, Scotland! and Nathern Irelandl. For NUTS3 there ar®3 in England (local
authorities and groups of them), 12 in Wales, 23 in Scotland and 5 theXoidreland On the basis of
NUTS 2, only 16% of the territory is Predominantly Rural, but this rises to 24% when ne:asing the
smaller NUTS3 basis The share taken by the Intermediate regions is little affected, and the main
compensating impact isn the Predominantly Urban areashieh are smaller under the NUTBS
Similarly, the shares of population, employment and GVAk regions are higher on a NUBSasis
than when lassified using the bigger NUT®areas, but they are still smaloth theshares of population
and GVA in Intermediate regns are somewhat lower on a NUB®asis, and the shares in Predominantly
Urban areas a little higher.
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Overall, in socieeconomic terms it is hard to avoid the conclusion that in the UK the picture is
domirated by urban areas

A word of caution is neededComparison of indicators in Tab® relating to 2004, with those
submitted by the UK government in the process of securing approval fdrBaw@opment Programmes
(Table4), shows some surprising diffencesGranted, there is a difference in the year (mostly 2003 in the
RDP), and it is not edicit that the RDP uses a NUTSclassification. But even so, the differences
between the two tables call for some exploratibime 30% shown for the share of tewy taken by PR
regions in the RDPubmission contrasts withthe@4 i n t he Co mmi s.sThisodegieg of2 0 0 7
change in a single year is unlikely to be ré&rhaps the later figures have benefited from access to the
2001 Population Census result

The UKGO6s submi s s iemdicatars oS land pse @ able tt is svidentthat in the UK
agriculture tends to userather higher share of the territory than the EU average, and natural land cover
(of which the uplands of Scotland and Waleonstitute a major part) is also rather hilgh contrast,
forestry is of lesser importance in the URf particular relevance is the share of land that is in Less
Favoured Areas, as in these the economic, social and ementah contributions of agridture are often
thought to be of particular value (although this will be challenged latast under half (47%) of the
Utilized Agricultural Area (UAA) is classed as LFA, a little less than the EU average once all the
categories of LFA are combined (55%)

Table 3. Importance of rural areas (OECD definition)

Indicator UK EU average

% territory in rural areas (2003)

Predominantly rural 30.1 56.2
Intermediate regions 48.9 35.9
Predominantly urban 20.9 7.9

% population in rural areas (2003)

Predominantly rural 2.6 18.6
Intermediate regions 28.2 37.7
Predominantly urban 69.2 43.7

% Gross Value Added in rural areas (2002)

Predominantly rural 1.8 131
Intermediate regions 24.0 31.7
Predominantly urban 74.2 55.3

% employment in rural areas (2002)

Predominantly rural 2.4 16.3
Intermediate regions 26.1 34.9
Predominantly urban 715 48.9

Source: Defra (2007a), England Rural Development Programme 2007-13, Annex 1A.

14



Table 4. Indicators of land use (from the Common Monitoring and Evaluation Framework indicators
for axis 2 of the Rural Development Regulation 1698/2005)

Indicator UK EU average

Land cover (2000): % area in

agriculture 58.7 46.7
forest 12.0 31.0
natural 24.7 16.0
artificial classes 7.4 4.0
LFA (2000): % UAA in:
Non LFA 52.9 44.6
LFA mountain 0.0 16.3
other LFA 47.1 35.6
LFA with special handicaps 0.0 3.2
Areas of extensive agriculture (2003):
% UAA for extensive arable crops 0.0 10.1
% UAA for extensive grazing 28.0 21.2

Source: Defra (2007a), England Rural Development Programme 2007-13, Annex 1A.

Using the newbDefra definition of a rural area it is possible to produce a rather more detailed picture,
though for only EnglandOn the basis of the ONS classification, which uses small areas (in contifaest
Defra approach that classifies Local Authorifje9.3% of the population of England lives in rural areas,
about half of whom live in small towns. Only 3% live in settlements smaller than villages and only 1.4%
are defined as living in sparse arebable5 shows how the definitions are distributed around England

Table 5. Populations of rural and urban England, 2001, ONS approach

Area definition Population %
Less sparse
Hamlet and isolated dwellings 1380115 2.8
Village 3285 346 6.7
Town and fringe 4 230 458 8.6
Urban >10K 39 527 964 80.4
Sparse
Hamlet and isolated dwellings 145 234 0.3
Village 246 448 0.5
Town and fringe 217 811 0.4
Urban >10K 103 126 0.2
Rural 9505 412 19.3
Urban >10K 39 631 090 80.7
England 49 136 502 100.0

Source: CRC (2007b) State of the Countryside 2007 Report using data from the Office for National Statistics.

In Wales, the redominantly rural local authority areas cover Invllion ha, or 821% of the total
area of the national territory (2.08llion ha) They contain a one third 33% of the Welsh total of
2.9million ha(WAG, 2007)Table6).
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Table 6. Wales: distribution of population by type of local authority area, 2004

Rural Unitary Valley Unitary Rest of Wales

Authorities Authorities Wales
Population ("000) 985 793 1175 2952
Percentage 33.4% 26.8% 39.8% 100%

Source: WAG (2007), Rural Development Plan for Wales, 2007-2013, The Strategic Approach.

As noted above, Scotland and Northadand do not use the approach to defining rural areas that is
shared by England and Waledsingt he Scotti sh Executivebshichore d
settlements of less than0BOpeople are considered rural, the population of rural Scotlénoin the
2001census) was 94800. This can be further refined to take account of drivetime to add an accessibility
element to the definitatnAc cor ding to the Scottish Househol d
Sca | andodo i ncl ud ensiutes drieeatisie ofvcentries afl poulation of overQ0Dpeople.

Excluding locations within 3fninutes drive time of centres of population of @ or more to give a
iRemote Rur al Scot | an thiion af BurakSyailang to 28100 (thecextsandttable p o0 p L
and the original are not quite consistenfjable7 shows the Scottish population using the various
categories included in the Scottish Household Survey classification

Table 7. Population of Scotland by type of settlement i core definition

Population Percentage
Urban Areas 3456 000 68.3
Small Towns 661 000 131
Accessible Rural 663 000 131
Remote Rural 282 000 5.6
Urban 4117 000 81.3
Rural 945 000 18.7
Accessible Areas 4 647 000 91.8
Remote Areas 415 000 8.2
Total 5 062 000 100

Source: RSPS (2003), Rural Scotland Price Survey.

On the basis of the default option offered in Northern Ireland (thatrsetits with a population of
4500 or less should be defined as rural), approximatefp 650 f t he Nort hmiliom | rel
inhabitants live in urban areas and 35% in rural areas (DA2RO6) Thus the proportion of people living
in rural areas seems to be rather higher than in other parts of the UK.
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The structure of employment in rural areas

The structure of employmebly sector in rural areas seems, overall, to be remarkably similar to that
of urban areasin many ways, rural areas are no longer uniduee occupational composition of rural
areas in England is very similar to that of the country as a whole, as is steastwh by evidence from the
latest Population Census (TaB)ewhich classifies respondents into the industry of their main activity
Only in the relatively greater importance of agriculture (and fishing) in rural arbasdly a surprisé
does there gpear to be much difference, and even in rural area® feetorsaccount for less than 3% of
employment (including semployment) Other and somewhat earlier sources had put the figure higher,
though the upper estimates were only aboutIA%oth ruraland urban areas the main employeesethe
public sector, finance and manufacturifidpis similarity of economic structure has been known for some
time, though it received public endorsement in two documents from the centre of government that took an
oveview of rural policy and its objectives; these were the report to the Prime Minister by the Cabinet
Office, Rural Economiegn 1999 andcShar i ng t he Nationds Prosperity:
conditions in the countryside in 2000abinet Offte, 1999, 2000)Importantly, these also contained broad
descriptions of the living conditions of rural England that, at this high level, dispelled the myth of general
rural disadvantage and economic and social decinbsequently the information had hagdated by the
Countryside Agency in its annual State of the Countryside reports (indeed, there is textual evidence of
substantial overl|l ap between the CAG6s early report

Table 8. Employment by sector, England, 2002

Urban Rural |
Agriculture and fishing 0.3% 2.6%
Energy and water 0.6% 0.8%
Manufacturing 12.7% 15.4%
Construction 4.2% 5.1%
Distribution, hotels and restaurants 24.1% 26.7%
Transport and communications 6.5% 5.2%
Banking, finance and insurance, etc 21.9% 15.1%
Public administration education and health 24.3% 24.1%
Other services 5.3% 5.1%
All 100.0% 100.0%

Source: ONS Census 2001 given in Countryside Agency, 2004.

It is also worth noting that agriculture as an occupation is not confined to the eraptoyhpeople
living in areas classed as rurdh the 2001 Population Census the analysis showed that there were
203153people aged 16 to #orking in agriculture, forestrgnd fishing, though another 1281lived in
urban areas (Defr2007). However this industry group was the only one in which the number of rural
people was larger than the number of urban ones.

Table9 provides a later and more detailed breakdown of the occupations of people in rurdl areas
uses the Defra classification of Lodalithority Districts (LAD) in England, described earlier, to examine
the structure of sector (main) occupations across various degrees of rurkd Eregland even in the most
rural LADs agriculture (together with hunting and forestry) accounted fothess1% of jobslt follows
that the further contraction of farming, following the letegm trend or the result of policy reforms, is
unlikely to make a large impact on the availability of jobs even in the most rural of areas, and that policies
to stimuhte farming are not obvious candidates for the effective use of public funds to create employment,
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at least not directlyThe main sectors in the two most rural groups of LADs are wholesale and retail trade,
manufacturing, real estate and health c@mmpared with large urban areas, the most rural ones obviously
have more agriculture; they also have more hotels and restaurant activity but rather less financial services

Table 9 Distribution of jobs across sectors, England, 2004

Percentage
industr Rural Rural Significant Other Large Major
y 80 50 rural urban urban urban

A: Agriculture, hunting and forestry 0.8 0.5 0.3 0.1 0.1 0.1
B: Fishing 0.0 0.0 0.0 0.0 0.0 0.0
C: Mining and quarrying 0.4 0.3 0.1 0.1 0.1 0.1
D: Manufacturing 14.7 154 135 12.8 12.3 9.4
E: Electricity 0.3 0.4 0.4 0.5 0.5 0.3
F: Construction 5.5 5.4 4.8 3.9 4.5 4.1
G: Wholesale and retail trade; repair 19.2 18.3 19.1 19.7 18.7 16.8

of motorcycles and personal and

household goods
H: Hotels and restaurants 9.0 7.2 7.2 6.2 6.3 6.4
I: Transport, storage and

communication 5.2 5.4 5.3 7.1 5.2 6.7
J: Financial intermediation 15 2.2 3.3 3.6 4.1 5.7
K: Real estate, renting and business

activities 12.6 13.6 155 15.5 15.4 19.6
L: Public administration and

defence; compulsory social 5.0 5.3 4.9 51 5.4 5.7

security
M: Education 9.3 9.9 9.0 9.4 10.0 8.6
N: Health and social work 11.0 11.3 11.7 11.7 12.7 10.7
O: Other community, social and 53 4.8 5.0 4.3 45 5.8

personal service activities

Source: CRC (2006) The State of the Countryside 2006.

The sectaal composition of rural areas should be viewed alongside the institutional structure of
businesses, as this may be important in terms of contributing to the dynamism of the eddreonyal
economy is an important sourcé small businesses and new sigrs (Defra 2007). Rural areas of
England account for approximately 19% of the population and around 25% of the business stock, resulting
in more businesses per head in rural compared to urban areasdrofdsusinesstartups per 1®00 of
population, rural areas are roughly equal to or better than the English average for busingss &tdmen
the City of London is excludedjlowever, rural businesses tend to be smaller than in urban areas, a higher
proportion haveno employees and while they have the highest growth aspirations, they are actually the
most likely to have stayed the same size. Lack of managerial skills is cited as a key limiting factor for rural
businesses, and this is a factor that applies bothrituligre and other secto(SBSAU, 2006).

In Wales, the percentages afooipations in rural areas (the nineal authority areas that a deemed to
constitute rural Wales) is quite similar to Wales overall once the role of agriculture has been taken into
consideration, which is itself only marginally different from that of the. UKe largest difference was that
Rur al Wal es has rather more fAskilled tradeso (17
UK). In its contribution to the economy, &gilture only provides a small contribution to Welsh GVA
(1.1% including subsidies, or less than 1.0% if direct subsidies are excluded). After falling throughout the
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late 1990s, this figure has remained relatively constamdesP000. In rural Wales (therdral local
authorities) agriculture generated some 3.2% of GVA, in contrast with 0.3% in the rest of Wales (WAG
2007), though even this figure is not large in an absolute. As will be seen later, the sectors with which
farming is linked have a much largezonomic footprint

In Scotlandagriculture makes a larger contribution to the economy than in the UK as a whole,
although its contribution remains relatively small at a ma&c@nomic levellt accounted for 1.2% of
Scot | GVA th®B04, compared t0.8% at a UK level.tlemployed 4®00full-time equivalents in
2004. This represents 2.2% of the total workforce in Scotland, or 5% of the rural workfiokb@rthern
Ireland agriculture too is relatively more important than the in UK overall (DARDG)

Share of farm families in the rural population

The Terms of Reference of this study refer to farm families and their position in the rural population
ltisnotclea what i s faindamityd FolbaypreGse dinswer to be given there would havee to
considerable clarification of a number of definitional issudsese would include the definition of a
family, including how this differed from a househdishportant, the criteria by which a family was classed
asan f ar m Waalchneedycareful coiteration, since the label might be associated with labour input
(and therefore include people who worked on farms as hired labour might cause a family to qualify), with
farm business operation as an entrepreneur (who might also be the manager), bugieeskipo
Qualification might be applied in terms of the amount or proportion of time spent in agriculture by
individuals or by the family as a whole, or the share of income they derived from farming

In practice, irrespective of the definitions selectéds unlikely that reliable information could be
reported in this project as the UK does not have official figures on the number of farm families (as distinct
from individuals), either in total or among the rural populatibme figures for the main segtin which
individual residents worked quoted above (less than 3% and perhaps less than 1% even in the most rural of
areas in England) is probably not far from share that complete households would represent, though
estimates might be rather higher if exded families were taken as the unit over which assessment takes
place

As alternative estimate might be made starting from the number of agricultural holdings recorded in
the Farm Sucture Survey for the UK (17800 in 2005)(EurostaR006) or inD e f sraandial June survey
Although official statistics assumes that there is one operator per holding, in reality on many of the larger
farms there may be several households that have some entrepreneurial f@rctioa other hand, many
of the smaller holdigs would be owned and occupied by families for whom their farm represented only a
small part of their economic activity, and for some it might be primarily residential rather than production
orientated Another approach might be to start from the numbepegiple who claimed to be farmers,
partners or directorsThere were 35000 of them and their spouses who workedtlma farm in 2005
154000 of themclaimed to be whokime, but these figures would correspond to a smaller number of
families/householdsdrause of the coverage of spouddéisder such circumstances any estimates of the
relative numerical importance of farm families would be very conjectural

1. 311000 for 2005, the higher figureeflecting the different cud f f poi nt and the incl
hol dingsdéd (Defra, 2007d).
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Role of agri-food industries in rural areas
The role of the agrfood industry in the economy

For about a decade the Annual repakgriculture in the UK issued by Defra, has containedgection
that takes a broad view of the food chain and its position in the general UK economy, and detailed statistics
are available from 1998 onwardsble 10, extractel from the 2006 edition (Defr2007), shows that the
agrifood industry (including agriculture) contributes som8% of national Gross Value Added, rather
more in the earlier years and a little less in more recent.yaaeyms of share of the workice, the agri
food sector accounts for a littebove 14%, (F.million in 2004, or 146% of UK employees) and there is
no obvious trend

The table clearly establishes that agriculture is only a small element within tHeaafmdustryand
that ks contibution to the economy continues its letaym decline In the period since 1998 agriculture
has only provided between one eighth and .dn tenth
1998 agriculture provided 1% of GVA but in 2005 fell to hi level There are grounds for thinking
that the 2005 results for agriculture are below trend, which has a-kmoekfect on the GVA for the
broader agrfood sectorlt is also thoughthat 2006 will display some recovery, though this is unlikely to
change the general picture.

Of course, while agriculture is largely an activity that takes place in rural areas (the Predominantly
Rural and Intermediate regions of the OECD classification), this is not true of other elements in the food
chain Retail andcatering will tend to be found mostly in areas in which most of the population lives,
which are urban.

Upstream industries are not covered in Tdlfleyet it is obvious that there are links between farming
and its supplies, and that changes in the ecanfortunes of agriculture will have implications for the
input industries However, of the major purchased inputs from other sectors (fuel and power, agri
chemicals, financial services etc.) most of these are likely to come from urban areas.
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Table 10. Agri-food sector contribution to the national economy, United Kingdom

GBP million (unless otherwise specified), calendar years

1998 1999 2000 2001 2002 2003 2004 2005 (5?(?\?.)
Agri-food sector's contribution to total economy gross value added at current prices
Agriculture 7471 7 208 6 700 6783 7151 7881 7613 5325 5580
Food Manufacturing 17 969 18 602 18 830 19 257 19 561 20679 21 457 20934
Food Wholesaling 5834 7070 5560 6 823 7 106 6 633 7821 7275
Food Retailing 16 852 18 326 18 827 17 139 17 316 17 947 18 833 19 619
Food Non-Residential Catering 13 319 14 108 15311 16 387 17 898 18 359 21143 20 607
% of national gross value added (current prices) 8.2 8.3 8.0 7.7 7.6 7.4 7.5 6.9
% of national GVA by agriculture alone * 1.0 1.0 0.8 0.8 0.8 0.8 0.7 0.5
Workforce in the food sector (thousand persons)
Agriculture 608 586 557 512 496 478 493 490 484
Food Manufacturing 483 487 478 461 447 440 423 418 411
Food Wholesaling 219 227 221 215 213 213 212 215 217
Food Retailing 1 060 1043 1088 1151 1205 1214 1171 1184 1157
Food Non-Residential Catering 1214 1256 1253 1301 1355 1 360 1401 1394 1373
% of total workforce in employment 14.4 14.7 14.6 14.5 14.3 13.9
% of total workforce by agriculture alone 2.0 2.0 1.9 1.9 1.9 1.8
Imports of food, feed and drink 17 055 17 214 16 828 18 267 19 091 20 944 21942 23 429
% of total UK imports 9.0 8.8 7.6 8.0 8.4 8.9 8.7 8.6
Exports of food, feed and drink 9197 8 880 8702 8 506 8 915 9881 9702 9942
% of total UK exports 5.6 54 4.7 4.5 4.8 5.2 5.1 4.7
Self-sufficiency
% of all food 67.5 67.6 66.8 62.6 62.4 63.5 62.3 58.5 58.1
% of indigenous type food 81.9 81.6 80.3 75.0 75.5 76.6 75.0 72.0 71.5

* Author estimate from figures.
Source: Defra (2007d), Agriculture in the UK 2006 Report.
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Forestry

Compared with agriculture, forestry is relatively minor in terms of economic activity and
employment, though its impact cemidscapes may be disproportionately lafdee earlier table of land use
(Table4) showed that forestry occupied some 12% of the territory in 2000, a proportion that is relatively
low by EU standardsFigurestaken from the website dhe Forestry Commissn of Great Britain (but
covering the whole UK) find that in 2007 there were rRiion hectares of woodland in the UK,
representing 11.7% of the total land area; this percentage ranges from 6.4% in Northern Ireland to 17.2%
in Scotland The public sectofin the form of the Forestry Commission / Forestry Scotland) is a major
player, as is evident from Tabld. The same can be said forivate sector foresterghus, in the context
of the UK, it should not be assumed that forestry is an activity thaariged on by farmers, though
undoubtedly some farmers could also be regarded as undertaking fdfestexample, grants have been
available to encourage théf@estation of farm land by providing grants (under the Rural Development
Programmes in Englarahd Wales) to sustain incomes during the establishment phase.

Table12 shows thathe present areas of forests are at a historically high level, with larger proportions
of the territory inforestry only to be found many centuries in the gdsich of theincrease has taken place
in the last forty years.

In terms of employment the picture is not entirely clear, as there are at least two sources of data that
are not fully compatibleThe Annual Business Inquiry (ABI) carried out by the Office for National
Statistics (ONS) includes statistics on employment broken down by Standard Industrial Classification
(SIC). The ABI was extended to include forestry in 2001; SIC 02 (forestry) has a narrow scope; though it
includes logging and related services it does neercactivities like timber haulage and government
administration. The ABI finds #t forestryemploys some 124 000people(in contrast with the 48@00
in UK agriculture) This represents tya small fraction of thevorkforce n thewood processing seams,
but these also include businesaadertaking primary processing of imported material and also some
secondary processinghough forestry itself can be expected to take place largely in rural areas, the
location of processing plants mag urban

An dternative source of forestry data is the peridéliicest Employment Surveyotal employment
(including selfemployment) in the forestry and primary wood processing industries in Great Britain
(i.e.the figures do not cover Northern Ireland) in 188Bwa estimated to be around 800full-time
equivalentgTable14). Around one half were based in England, 36% in Scotland and 14% in Wales. 36%
were employed working for primary wood processing industries, 29% for private woodland owners, 16%
for forestry @ompanies and contractors and 13% for the Forestry Commig&siricting consideration to
the firms that would be regarded as in forestry (rather than wood processing) gives estimates that are
broadly in line with, ifsomewhat highethan the estimatesiiTablel3.

In terms of contribution to the national economy, UK forestry activity generated G&R&25m of
GVA in 2005 (Tabl€el5). To put this in perspecaté, UK agriculture generatg@dBP 5 325million in 2005
but this only formed 0.5% of national GVAg the impact on the national economy of forestry is extremely
small Forestry saw an increase in GVA of some 10% from 2001 to 2005, ti&yghin primary wood
processing decreased by 9%G8P 1.4 billion and, as noted abov&VA in agriculture droppedatably
in 2004 and 2005
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Table 11. Area of woodland by ownership and forest type at 31 March 2007

Thousand hectares

Forest type and ownership England Scotland Wales ’\:?éltgr?crjn UK
Conifers
FC/ FS woodland 149 430 93 56 728
Non-FC/ FS woodland? 218 618 65 10 912
Total 367 1048 158 66 1640
Broadleaves®
FC/ FS woodland 53 27 13 5 98
Non-FC/ FS woodland? 704 266 114 15 1098
Total 757 293 127 20 1197
Total
FC/ FS woodland 202 457 107 61 827
Non-FC/ FS woodland® 922 884 178 26 2010
Total 1124 1341 285 87 2837
Source: Forestry Commission, Forest Servicel 99599 National Inventoy of Woodland and Trees
Table 12. Woodland area in the United Kingdom i an historical perspective
Year England Scotland Wales Northern Ireland? UK
(oﬁtr)er? g % (o/éger? g % (o/étr)er?a) %' (ogger? a7 (ogtr)er?a) %'
1086 ~15
c1350 ~10 ~4
17thC ~8 ~4 ~1.5
1905 681 5.2 351 4.5 88 4.2 15 1.1 1140 4.7
1924 660 5.1 435 5.6 103 5.0 13 1.0 1211 5.0
1947 755 5.8 513 6.6 128 6.2 23 1.8 1419 5.8
1965 886 6.8 656 8.4 201 97 42 31 1784 7.3
1980 948 7.3 920 11.8 241 116 67 4.9 2175 9.0
1995-99 1097 8.4 1281 16.4 287 13.8 81 6.0 2746 11.3
2007° 1124 8.6 1341 17.2 285 13.7 87 6.4 2837 11.7

1. Percentage of the total surface area including inland water. The total surface areas, including inland water, taken from the
Annual Abstract of Statistics 2002 (published by the Office for National Statistics) are: England 13 042 000 hectares; Scotland

7813 000 hec t28%8609;hectatasl Nerthern Ireland 1 358 000 hectares; United Kingdom24 291 000 hectares.

2. For Northern Ireland, 17th century figure is estimate for all Ireland, 1905 figure is estimate for Ulster 1908, 1947 figure assumes
no change from 1939-40 Census.

3. Non-FC woodland figures for 2007 for England, Scotland and Wales are based on the 1995-99 National Inventory of Woodland
and Trees (NIWT) and adjusted for new planting and sales of FC woodland, but at present no adjustment is made for woodland

converted to another land-use.

Source: Forestry Commission, Forest Service.
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http://www.forestry.gov.uk/forestry/HCOU-4U4HZO?open&www.forestserviceni.gov.uk
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Table 13. Employment in Forestry and Wood Processing, 2001-2005

Thousands

Standard Industrial Classification (SIC)1 2001 2002 2003 2004 2005
SIC 02: Forestry 13 14 12 13 12
SIC 20: Wood products

20.1 Sawmilling 13 13 11 11 10

20.2 Panels 7 7 6 6 6
Other SIC 20 Secondary products 70 74 71 71 69
Total 90 94 88 88 85
SIC 21: Pulp & paper 95 93 86 83 76
Total wood processing (SIC 20 + 21) 185 187 174 171 161
Source: Annual Business Inquiry - average employment in year (Office for National Statistics, June 2007).

Table 14. Employment (including contractors and self-employment) in forestry
and primary wood processing industries, 1998/99
Full-time equivalents
Employer England Scotland Wales GB
Forestry Commission 1331 2011 567 3909
Private woodland owners 4242 3 196 987 8 425
Forestry companies and contractors 2077 2223 298 4598
Wood processing industries 5581 2917 2130 10 628
Other employers 1508 347 117 1972
Total 14 739 10 694 4099 29 532
Source: Forest Employment Survey 1998/9.
Table 15. Gross Value Added in Forestry and Wood Processing, 2001-2005
GBP million

Standard Industrial Classification (SIC)* 2001 2002 2003 2004 2005
SIC 02: Forestry 294 292 316 321 323
SIC 20: Wood products
20.1 Sawmilling 312 346 354 356 421
20.2 Panels 222 232 245 275 254
Other SIC 20 Secondary products 1781 1881 2070 2 327 2 268
Total 2315 2 459 2 669 2958 2943
SIC 21: Pulp & paper 3717 3770 3472 3325 2861
Total wood processing (SIC 20 + 21) 6 032 6 229 6 141 6 283 5804

Source: Annual Business Inquiry (Office for National Statistics, June 2007).
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Diversification of activities by farm households in rural areas

Increasing international evidence supports the commeRtlby | er ( 1 Stilhdfarminghisahe A f u |
aberration in modern farming history and riplét job-h o | di ng i #s atuhiversahphenomeron
i Mu | t i-fpoldieg isjadléxible mechanism for adjusting to changes in agriculture, family needs, and
shocks in the ext er nfrdtioném ehoseropating many UK fafimhfailies facinge r s i
economic pressures in agriculture is wadtablished by UK studief\lthough it would be wrong to
assume that this is the only path by which pluriactivity arises and that downward shifts infith®iliy
of farming are the only driverdleverthelessie UK government has a clear policy intergséncouraging
diversification by farms as a way of broadening
individual businessesan approach thaeceivedsupport by the report of theolicy Commissionon the
Future of Farming and Fod@urry Commission, 2002)

Despite its potential as a policy levére study of diversification among farm households in the UK is
severely constrained currently Bynumber of factors, including:

1 The lack of a satisfactory dataset that has, as its basic unit, the farm houiselead, in the UK
there seems to be no consensus on how that unit should be ddfmedhe study of
diversification it would be valuabl® be able to follow individual cases over time, and links of
this nature are a familiar weakness even of official surveys of farm businesses.

1 A tendency to constrain the study of diversification to activities that are associated with the
agricultural hatling, rather than the househdidn that is the institutional unit that in reality
undertakes the productio@onsequently, the information on diversification that is available for
the UK from studies of farms probably understates the extent to whiatultgre is combined
with other activities, because those activities that are not connected with the resources used on
the farm (though still under the control of the institutional unit that the farm household
represents) are omitted.

Though the impressiois sometimes given that pluriactivity is a recent phenomenon in the UK, this is
erroneousHill (2000) quotes the report from more than a century ago of the Royal Commission appointed
to examine the hardship caused to certain large sections of Britishlage in the depression of 1898.

This Commission encountered ptinhe farming and noted that the attraction of combining farming with
another occupation was chiefly for the resulting security, but it was not uncommon for the arrangement to
be fextyr epmt .oThe Repott titeddthe New Forest where smallholders were said to have three
sources of livelihood; their farming, common rights to pasture and the collection of fuel and turf, and small
businesses such as dealing in small goods and. disekwvhere work combined with farming included
fishing, retailing, road haulage, wholesale distribution, factory work, mining, and bankiilg the

addition of management and some more of the professions the list would serve well to describe what has
beenfound in the 1970s and 1980s (Harrison, 1975; Gasson,.1988)

Another common assumption, not borne out by the evidence, is that pluriactivity arises fromefull
farmers (or farm families) developing other gainful activities in response to downwardrpsess the
rewards from agriculturdn the UK only some (perhaps one fifth) have arisen in this way; the studies
summarised in Gasson (1988) demonstrate that many other paths are found, including new entrants who
have established careers in other seatdis have accumulated resources that enable them to buy farm real
estate Again this is nothing newThe Royal Commission of the late"&ntury mentioned above cited a
Mr. Channing who remarkedi Fur t her , ther e have beeandnotablydn st i |
Scotland, considerable numbers of men, some of whom know nothing of farming, others next to nothing,
who have made money in other callings, and deliberately take farms because they prefer a country life, and
without much anxiety as to comme i a | . Anetlseupath &sahéi U0 t ur n, in the foc
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returning to family farms when their farming parents retire or @leange of occupancy (within a family
by succession, or by sale) is often associated with a farm becoming operatddr@@ttve basis

Furthermore, pluriactivity should not be seen only as a transition stage to or framméufarming A
central finding of the work reviewed by Gasson is that it is frequently a permanent arrangement, having a
range of advantages tharcbe economic, social, and environmental, or a mix of these mativess it
restricted to the smallest farms; an element of pluriactivity is found across the farm size spectrum, and at
the top end it is often found that farming is only one of a pdotfof business interests that extend across
several economic sectors, and these are not necessarily closely related to agriculture, forestry or the food
sectors Of course, the picture is affected by the threshold set for inclusion in statistics as sh&arm;
dividing line between a large garden and a small farm is always problematic, but the situation in the UK is
not as clouded by the phenomenon of domestic production for subsistence consumption as in many of the
new EU Member State&inally, the UK exprience is that incomes from d#rm activities are typically
greater than those that come from the-agricultural use of farm resources (which might include the
provision of tourist accommodation, the use of farm buildings to house other businedsespah

It is now well accepted among agricultural economists (including those at the OECD) that a broad
view of the activities and incomes of the operators of farms is necessary to be able to explain both current
production pattern of land use, investmh behaviour (both productive assets and environmental capital),
farm viability, succession and entry and exit decision, with the concurrent structural ch@hges
relevance of diversification to agricultural policy is reflected not only in a serigeeofad studies funded
by Defra but also the issuing of regular statistical notices about its incidence.

According to Defra (2008), several data sources exist that may be used to throw light onto the extent
of diversification in the UK, interpreting the terbroadly to cover all the economic activities that the farm
householdirm may pursue, whether on or off the holdifitne main data sources (for England) are:

The official annual farm accounts survélye Farm Business Survey (FBS).

The Survey of Persondhcomes (SPI) conducted by HM Revenue and Customs (which in
principle can cover the UK)

The June Survey of Agriculture and Horticulture (formerly the June Census0938
Survey of Labour, Machinery and Diversification on Agricultural Holdings 2005
Farm Diversification Benchmarking Study 2Q@miversity of Exete(CRR, 2002.

= =4 =4 =

Study on the effects of public f unUhivensgyofon f ar
Exeter(CRR 2006)

9 Study on the effects of CAP reform on Tenant Farmers rBifigation Activitiesi Baseline
study (University of Coventp2006).

Some are in principle capable of covering the entire UK. For example, data on the structure of
agriculture and | abour inputs for m presultshaeftobé he U
available on a UK basisSSimilarly the FBS in England and Wales has its equivalents in Scotland and
Northern Ireland, and results havebepr ovi ded t o t he EUO s F.BotkheE RI CA
devolution of responsibility foragriul t ur e t o the separate administr at
means that statistics are often fragmented and that survey questions that are not part of the legal obligations
of EU membership may not be used at-Ellblevel. In the list above t last three pieces of research were
confined to England, and there may not be an equivalent in the other parts of the UK.
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Other gainful activities of farmers in the structural and tax statistics for the UK

Recent empirical evidence for the entire UK cartdken from the results published by Eurostat taken
from the EU Farm Structure Survey (FSS), to which the annual June census and labour surveys contribute
dataThe FSS asks questions on whether the hanyder a
on the farm (but not those who do no such work) have an Other Gainful Activity (OGK)may be in
selfemployment or as an employee of another institutional Aniessumption is made that a sole or main
holder can be identified, which means thatmerships are only represented by a single person, whereas in
reality there may be more than one person exercising entrepreneurial functions, some of whom may have
gainful activities outside the farm (these people are likely to be picked up in the FSiseasamily
members)Results are shown in Taklé.

The general impression is that over a third of UK holder/managers have an OGA, rather more on
small farms (a half) and rather less on the larger sized farms (about a qusotegwhat higher
proportins of spouses working on the farm have OGAs, with a similar fall across the size bands, with
other family members showing percentages between those of spouses and holders. Some 41% of
subsistence farm holders reported an OGA in 2005; a disproportioreigéydhare of these subsistence
holders were beyond statutorgtirement age (41% were of §Bars and over, compared with 28% of
holders on all active farms), so the lack of OGAs can probably be explained by the presence of pensions as
a source of livelibod.

Table 16. Percent of UK holders and family members with an Other Gainful Activity (OGA), 2005

Agricultural area (hectares) f All
arms
<20 20-<50 50-<100 100 =+
Sole/main holders (000) 70.6 40.2 32.7 34.6 178.1
- with an OGA (%) 49.4 39.4 27.2 23.3 37.9
as main occupation (%) 38.5 23.1 11.6 7.0 23.9
as a secondary occupation (%) 10.9 16.3 15.6 16.2 14.0
Spouse of sole holder working on the holding 31.0 17.4 15.3 16.9 80.6
(000)
- with an OGA (%) 53.0 44.8 39.7 39.3 45.8
Other family member working on the holding (000) 26.9 21.4 22.7 32.3 103.3
- with an OGA (%) 49.1 48.3 36.7 29.6 40.1
Holders on subsistence farms (below 1 ESU) 96.0
not included in the above (000)
- with an OGA (%) 41.5

Source: Farm Structure Survey 2005, reported in Eurostat (2006) Statistics in Focus 2000-2006.

Unfortunately for the present purpose, the statistics do not show situationseitheréhe holderor
the spous®r the family member has an OGAhere is considerable overlap of these categasies,the
literature suggests that the spouse is more likely to have an OGA where the holder has one (suggesting that
societal factors may be important in shaping work pattelmshe absence of precise information, a range
can be postulatedf there wee total overlap, then the lowest estimate for holdings with an OGA would be
38%,; if there was no overlap between farmer and spouse this figures rises to 58% for Aoapysss for
Northern Ireland suggests that the actual figure lies abouwagifbetveen the two bounds (DARD
2005).Given that spouses who claim to do no work on the farm are not covered in the FSS, overall it is not
unreasonable to assume that something in the order of half of all UK farming couples have another gainful
occupationThisis before taking account of other family members who may form part of the management
or others who may live in the farm household
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The estimates for the OGAs of farm operators, spouses and family members given t6Bablaot
entirely consistent wittother figures published by Eurostat on the structure of agrictlwtéch show
27.1% of holdings in the UK as having an OGA in 2005. Nevertheless this rather imprecise and uncertain
picture is enough to demonstrate that the operators of UK farms meeinatther parts of the economy

Another perspective of the diversified economic activities of farmers comes from tax data, in
particular the agricultural and horticultural cases in the Survey of Personal Inddraes are some severe
technical limitaions such as the nature of the tax unit, and the inability to distinguish between self
employment earnings from agriculture and from other activiliesertheless, the results demonstrate that
farm operators do not confine their economic activities tatvilappens on their farmbablel7 indicates
that only 136 of farmers in the United Kingdom in 2000/01 and 2004/05 appear to have had no additional
income whatsoever from investmeffitghich may represent accumulated earnings from farmpeg)sions
or empoyment (that is, as employees of others). Of the possible combinations of income sources, the most
common, accounting for around-38% of the sample, was setimployment and investment income. The
highest average level of totalcmme recorded was for dee 45% of farmers with income from self
employment (most of which was from agriculture and horticulture), and income from investment,
employment and pensiortdow rents from letting out property (which other sources indicate is a common
form of diversifcation) are treated in the SPI is not clear.

Table 17. Farmers' sources of income assessed for tax, United Kingdom, 2000/01, 2004/2005

Source of income Percentage of Average amount
farmers (a) of total income (GBP)
2000/01 2004/05 2000/01 2004/05
Only self-employment 13 13 7874 9163
income (b)
Self employment and Investment 39 38 14 518 17 552
one other source
Employment 4 5 12 855 14 923
Pension 3 3 7833 8 204
Self employment and Investment and 15 15 27 543 34 657
two other sources employment
Investment and pension 21 23 15114 18 953
Employment and pension
(©)
Self employment and three  Investment employment 5 4 48 463 57 685
other sources and pension
All sources 100 100 17 044 20 532

(a) Individuals with a registered self-employment income from agriculture or horticulture.

(b) Virtually all thought to arise from agriculture or horticulture.

(c) Sample size too small to derive reliable estimates.

Source: Defra (2003), Farm Incomes in the United Kingdom 2001/2002; Defra (2007e), Farm Diversification i updated May 2007.

Bearing in mind that diversified activities that are put though the farm business accounts are included
within agriculture and horticulture, the SPI sho
income of persons classed by tax inspectors as farfhatde18). This will mean activities for which

2. Eurostat, 2007, Agriculture Main Statistics 268306, Table 1.2.4
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separate sets of accounts for satiployment are presented (as might happen if a haulage business or off

farm shop were operatday the farm family or some other occupation such as a lawyer was follawed)
Businesses run as companies (whether farms or other activities) would not be covered in the agricultural or
Afother tradesd groups; payments to theirtandper at c
appear in fAOther earned i,etc)olhus the results Have torbe treated withr t y
caution when assessing the relative contribution made by diversification to the income of farm operators.

Table 18. Numbers of farmers and composition of average income assessed for tax, UK, 2004/05

Average income per person % Average income per person
including zero income, GBP excluding zero income, GBP
Agriculture and horticulture 8 062 39 8 062
Other trades 1637 8 19 503
Other earned income 4112 20 17 280
Pensions 2187 11 7270
Investment 4 535 22 5724
Total 20 532 100

Source: extracted from Table 3 of Defra (2007e), Farm Diversification i January 2007, based on data from the Survey of Personal
Incomes, Board of Revenue and Customs.

With this caveat in mind, there are some regional differences that might be Rateakrs in
Northern Ireland had the highest incomes from other trades, and Scotland the highest from other earned
income

Surveys of diversification on farms

In view d the increasing policy interest in diversification, Defra commissioned a baseline study for
2002, carried out by the University of Exeter (CRB02) Though covering only England, its key findings
are relevant to this present wollheycan besummariseds follows:

1 a highproportionof farms already undextk diversification activitie{over 58%), with theshare
varying by location (68% in theoBith East of Englandompared to 48% in thedxth Wes);
1 the most common diversification activityastheletting outof buildings

1 owner occupied holdingsere less likely to be diversifiethanwholly tenanted holdings

agricultural servicese(g. machinery hire, haulage, consultaneypply of agricultural sundries) account

for more tharl in 3 of diversified eterprisegthough these activities, which belong to primary agricultural
production, have been excluded from later work, on the grounds that they are not really diversification in
the sense that the term is frequently used and understood);

9 trading enterpseswere found on almost 33% of diversified holding;

1 provision of accommodation and caterings found on 24% ofliversified holdings
1 equine servicewere found on nearly 25% of diversified holdings
1

nearly 25% of diversified holdings had at least ortevidg characterised as recreation and leisure
services

9 the scale of both output and net profit from diversified activities vamedmously
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1 drivers for diversification were varied, with the most important being a need for a supplementary
income source

1 more than 6 oubf 10enterprises were set up without the operator identifying any real degree of
difficulty;

1 there was a proportion &&rmers who were natural entrepreneurs.

Rather lower figures for the percentage of farms with diversified activiteepravided by alternative
and later data sources; differences in methodology (and especially what is considered a diversified
enterprise) are likely explanations.

In England the Survey of Labour, Machinery and Diversification (SLMD) has taken over asca so
of data on diversification on farms from the June Survey of Agriculture and Horticulture, which provided
results for 1998003 It should be noted that diversification in this context means the use of farm
resources for neagricultural purposes, shdt other occupations, trades or employment that the farmer
and/or spouse may engage in that are not connected with agriculture in this way are excluded, thereby
cutting out what is commonly the major source of-famming incomeResults cited by Defra (®8) for
England, Wales and Northern Ireland show quite large differences among these countries (the omission of
Scotland is not explained, though it is known that equivalent data are colletah19 shows that
diversification has a far higher incidan in England that in Wales, with the lowest figures found in
Northern lrelandBecause t he category fAcontractingd may in
one farm undertaking under contract field cultivations for another), often not consaer@dorm of
diversification in the context of policy, figures are shown both with and without contracting. Furthermore,
it is necessary to point out that the England figures in the SLMD source are far lower than in the 2002
baseline study less than hali which underlines the need to be very careful over mixing datasets and
drawing false comparisons.

Table 19. Percentage of farms reporting diversified activity or contracting,
UK contribution to the EU Farm Structure Survey 2005

England Wales Scotland Northern Ireland
Diversification 21% 15% 5%
Diversification or contracting 27% 17% 9%

(agricultural or non-agricultural)

Source: Defra (2008), citing EU Farm Structure Survey

Another source of information on diversification e tFarm Business SunveThis collects data (for
England) on the presence of other sources of income, and limited information omageitudesThe
orientation of the FBS towards what might be thought of as commercial producers and the application in its
coverage of a threshd of farm size that, while enabling a high proportion of production to be represented,
excludes many operators of small holdings, must be borne in mig604/05 almost twahirds of FBS
farms in England had either diversified enterprises on the fartimecfarmer or spouse had income from
off-farm employment or seémployment Almost half the farms had some diversified enterprise, and on
almost a third the farmer and spouse hadarfin income from economic activifyable20).
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Table 20. Incidence of diversified activity and off-farm employment, England, 2004/05

England
Number of farm businesses >= 0.5 SLR 60 800
Percentage of which
Have diversified enterprises 46%
Farmer or spouse have off-farm employment or self-employment 30%
Have neither 37%

Source: Farm Business Survey, given in Defra (2006b) Farm diversification i January 2006.

More recent worlon the extent of diversificationsing the FBS (Defra 2008) has concentrated on a
restricted range of activities that might be considered as patt | ar |l y under the con
managementin this Defra notes that diversification is defined &st he entrepreneuri al
resource$foranonagr i cul t ur al p ur p o ls this domtaxt facnorescuecesaiie definedy a i n
as landor capital that was previously used for agricultural purposes. Where a farmer/spouse takes up
external employment, then this will be classified as an Other Gainful Activity (OGA) rather than as
diversification However, any activities on which the farngruse spends their timéll still be classified
as diversified activities whenevany land or capital previously used for agricultural purposes are also
employed é.g.a farmer running a shop selling produce from the farfie definition of capital irthis
context excludemoney. For example, if a farmer uses some of his profits from farming to invsetks
and shares rather than investing in the farm, then this would not be claagsitiaersified activity. Rather,
this would be revenue from othgainful activity.

This approach by the FBS is not entirely satisfactory, because the definition of diversification
involves some rather arbitrary dismembering of the economic activities of the complete hofisshold
Whether an activity is defined asvdrsified or as arfDGA depend on a combination of factors. For
example according to Defra (2008) this includeghether the farm resourcpreviously used for
agricultural purposes could be switched back to agriculturalwisether the accounts of the igity are
separate from those of the farm; and hiong it has been a diversified activitiversification also
implies some kind of entrepreneurial activibp behalf of the farmernn the face of evidence to the
contrary, D e ft is asetitite think af dieessifichtioreas @afisition rather than an eisthte.

Defra (2008) gives examples of what woulditt@uded as diversification:

1 Nonragricultural contracting Nonagricultural contracting is included diversification because
it is likely to involve some entrepreneurial activity by faemer.

9 Letting of buildings Letting of buildings is included in diversification where iuisdertaken for
nonragricultural commercial purposes and would not uselertaken if the resource was to
continueto be used for agriculture.

The followingareexcludedrom diversificationin this analysis

1 Letting of land for agricultural or nosagricultural endpurpose Even if the landwas
subsequently used for n@agricultural activity, this is not diversificain as itis not the farmer
who is undertaking this activity. Also, it is assumed that ffiener does not have any
entrepreneurial role in the letting of land. This mebkatsng of land for wayeaves is not a
diversified activity.

1 Agricultural contractig. This is excluded because, although it could include some
entrepreneurial activity from the farmer, the activity itself is agricultural.
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9 Hiring of other assets for an agricultural or nagricultural endpurpose Lettingof other assets
is excluded becae it is unlikely that this will involve the farmer amy entrepreneurial activity.

The results from the Farm Business Survey (FBS) published in Defra (2008) relate to farms of size at
least a 0.5 Standard Labour Requirement (SLR), a size considereteautid occup a farmer hakltime.
Around 60000 of the 12@O00farms in England are below this size. They account for only 4% of
agricultural production and 10% of agricultural land area but, because of their vetiyneanature they
may well have sigficant amounts of diversified activity not included in these published results. How
much is not known.

Defra (2008) notes that, when defining and measuring diversification in this hatypf farm
businessesbove the 0.5LR thresholdin England have sue diversified activity, the main one being
letting out buildings fomon-agricultural use; when this is excluded, the proportion of famass 27%in
2006/07 up from25% in 2005/0§Table21).

Table2l.Number of f a0.5nagith digtsRed@ctivities 8 England, 2003/04 to 2006/07

2003/04 2004/05 2005/06 2006/07 % of farms
in 2006/07
Total Number of Farm Businesses 60 000 60 800 61 700 59 500 100%
(SLROO. 5)
Of which: have diversified activity 31 400 29 000 30 900 30 000" 50%
Farms with diversified activity 10 800 11 700 15 300 16 1002 27%

other than letting buildings

1. The 95% confidence interval for this estimate is (28 400-31 500).
2. The 95% confidence interval for this estimate is (14 700-17 500).
Source: Farm Business Survey cited in Defra, 2008.

Total income from diversifiedactivities in 2006/07 was GB#O0million, an increase 05%
compared with 2005/06. Diversified enterprises accounted for 19% ofrfaome in aggregate in 2006/07
(Table22) although there were wideariations between farms. The remaining farm income consisted
mainly of Single Farm Payme(SFP)
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Table22.Components of farm i ncomeEndgland, 200304 taL006070. 5 SLR

Income Income Income Income % change
2003/04 2004/05 2005/06 2006/07 2006/07
(GBP mn) (GBP mn) (GBP mn) (GBP mn) 2005/06
Total Farm Business Income 2320 1840 1910 2 250 18%
(including diversification)
of which:
Income from agriculture 420 -200 -210 80 n/g

(excluding subsidies and

payments to agriculture)

Subsidies and payments to 1430 1520 120 30 n/c
agriculture (excluding agri-

environment payments)

Income from Single Payment 0 0 1380 1430 4%
Scheme

Income from agri-environment 150 180 200 280 39%
work

Income from diversified 320 340 420 430(1) 5%
enterprises

n/g Not given because quantities were negative in 2005/06.

n/c Not comparable because of changes in subsidies and payments to agriculture.

SLR: Standard Labour Requirement. A definition of is given at http://statistics.defra.gov.uk/esg/asd/fbs/sub/sir.htm.

1. The 95% confidence interval for this figure is GBP 370 million to GBP 500 million around an estimate of GBP 430 million.

Source: Defra (2008) citing the Farm Business Survey (subsidies and payments may therefore differ from official scheme figures).

In terms of the activities that generate the income from diversification, sixty percent of diversified
income was generated from letting out farm buildifigs nonagricultural use (Tablg3). For the
21000farms which let out buildings, thincome they obtaied from this (GBP260million) was
approximately 20%of their total farm income (GBP 130million). For food processing and retailing this
proportionwas 30% (GBPR60 million of GBP190million). Nearly 30% of farms whiclad diversified
containedmore than oneliversified enterprise Only a small proportion of farms (1.5%) failed to make a
profit on theirdiversified activities.

Though not a panel swey, over 80% of the Farm Business Survey sample is identical between two
adjacent yearsConsequently, it is possible to look at si#ps and termination among diversified
enterprises. According to Defra (tdnalanalyséstistadttlel e v el
hi gher than analyses for a singl e .ypefarepokadthatt hey
about 10% of farms which had diversified enterprises in 2006/07 haddstaem within the previous
12 months, and abouhe same proportion which had diversified enterprises in 2005/06 gave them up
during 2006/07. The number of farms with new enterprises slightly exceeded the number giving them up,
so the total number increased. For single diversification activitiesdeaifi buildings for nodarming use
showed the biggest decline, and sport and recreation showed the biggest increase.

33


http://statistics.defra.gov.uk/esg/asd/fbs/sub/slr.htm

Table 23. Income from diversified enterprises 8 England, 2006/07

Number percentage Total farm Income of Average
of farms of income for diversified enterprise
farms these farms  enterprise income

(GBP million)  (GBP million)  (GBP/farm)

Farm Business income 59 500 100% 2 250 --
(including diversification)

Farms which engage in:

Diversified enterprises (all kinds) 30 000 50% 14400 430 14 50
letting buildings for non-farming use 21 400 36% 1130 260 12 200
processing/retailing of farm produce 4 500 8% 190 60 14 200
sport and recreation 6 700 11% 300 30 5100
tourist accommodation and catering 2 600 4% 70 40 13 800
other diversified activities 4800 8% 250 50 10 500

Source: Farm Business Survey, cited in Defra, 2008.

Final comment

It is clear that there are difficulties in obtaining evidence on the extent to which the operators of farm
businesseare engaged in neagricultural activitiesThis stems primarily from an ageentric orientation
in which diversification is seen as something that farmers do, but if they take this process beyond a rather
arbitrary level and degree of separation from flwrming activities, the diversification somehow assumes
an independent life and drops away from the fakrmore reliable approach would appear to be one that,
from the start, embraced the complete housefiotd and all its activities (with suitable @mément for
corporate farms), so that a comprehensive view of resource allocation becomes possible.

Factors enhancing/limiting farm householddiversification into non-agricultural activities

A characteristic of farm households that haesragriculture asne of their activities (on or off the
farm) is their heterogeneityfhus any analysis has to be capable of embracing both the farmer who has
been forced by income pressure into seeking alter
where he next generation chooses to follow a career outside farming (whether for reasons of lack of
opportunity in the family farm business or for other motives of a social or economic nature), and the
businessman or wealthy individual who has bought a farrfirfancial or environmental or social reasons
While perhaps the main policy interest in the present context is in those families already in agriculture that
use diversification as a way of coping with the loagem trends to which agriculture is exposad with
economic shocks, in particular those resulting from policy reform, the presence of other forms of
diversified households should not be forgotten.

The international literature on agricultural adjustment suggests that at the household level the main
factors affecting change and adaptation, of which diversification forms a part, are as follows:

1 Human capital characteristics, including age, experience, education, training and personal
qualities such as the attitude to risk, intelligence, and motivation

1 The nature of the farm and farm business, including its capital base and access to borrowing, the
size of farm, its profitability, land type amedlated enterprise pattertc.
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1 The environment in which the farm is situated, which includes proximipptential demand for
diversified output and ease of access to these markets, good infrastructure in the form of transport
(especially where consumers are required to visit the farm site) dadiliies.

The heterogerity of farm operators means that,tih agriculture at any one time there will be sets
of circumstances that are highly favourable to diversification of economic activities (whether as an off
farm OGA or onfarm diversification) and others where there will be insuperable resistamtkemore,
some of the factors are susceptible to manipulation by policy interventions (in particular, by grants and
subsidies where cost is an issue) whereas others are largely fixed (such as the attitudes of farmers to
diversification, which may only changader extreme circumstances or where one generation of a family
takes over from its predecess(ll, 2007) Where human capital development is concerned, some of the
farmers who most need to grow their business skills are also those most resistaoutagemeent by
policy measures to do so.

Most of the recent evidencen factors facilitating or impeding changelates to offarm
diversification (the use of farm resources in a-agricultural ways) rather than the broader phenomenon
of household plurigtvity (on or off-farm). With this in mind, the FBS results for 2006/07 show that there
is a surprisingly small difference across age bands in terms of the incidence of diversi#fadnjon
activities, though this may be because the real impact is hiditienFBS records the age of the principal
farmer, which in partnerships magaskthe presence of younger family members who are in practice
influential in management decision#/ith this caveat, the results suggest that older farmers tend to be
associateavith marginally higher incidencef diversification(51% by number for the 6fears and oler
group, and 54% for the 54 age band, comparedittv 48% of farmers in the unddb and in the 45
55age band, with an aiges average of 50%lhe proportion ofarm output from diversified enterprises
was marginally higher among the youngest under 45 group (13%lpWwest in the 4%4 and over
65groups, with an alhges average of 119%ut this finding should not be interpreted in a way that
suggests that oldéarmers find diversification easier; not only are there a host of other human factors to be
considered (such as the presence of other and younger family members) but also there will be those related
to the farm and the resource base it represents4@scapital stock, locatigetc.) Thus a distinction has
to be drawn between the present incidence diversification, how the present position has been reached, and
what determines future change

As a guide to the factors enhancing or limiting the aboityfarm household to diversify, a useful
starting point is the chedist provided by Farming Connect for farmers in Wales who wish to set up
tourist attractions (Farming Connect undated), which can be easily made more generic:

Proximity to main roads angbpulation centres, accessibility, car parking;

Compliance with regulationg.g.food hygiene and, especially, planning permission (in that
regulation on change of use are likely to impinge on the development edgnicnltural
activities on farms);

1 Interaction with the farming process.¢.implications for animal and plant health, and the effect
of these on the diversified enterprise)

Insurance issues
Other local competitive or complementary enterprises;

Skill requirements for marketing, customer seeg and management;

= =4 4 =

Reinvestment capability
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Defra report on barriers to farm diversification, 2007

Defra, for England, convened a special Joint InduSwyernment Working Group to examine the
barriers to farm diversification, which reported in 2007 (Be200%). It reviewed a range of published
research reports that contained information on the incidence of diversification and factors associated with it
(including CRR 2002 and 2006Hill, 2007, University of Coventry2006) The gr oupd6s <concl
thata wide range of issues can affect both decisions to undertake diversification projects and the future
success of those projects. These included

1 validity of market research
9 capacity to develop a considered business; case

1 quality of business skills ral training generally, and availability of appropriately skilled
personnel

lack of specialist business advjce

regulatory controls (including but not limited to the statutory planning system that controls
changes of the use of land and buildings fronicatiure to other activities)

lack of access to broadband IT;

implications for tax and inheritance where diversification changes the status of land or buildings
(by removing the special treatment that is available to agricultural property).

1 under certai circumstances, access to finance was also identified as a potential barrier. Grant
funding and schemes such as the Small Firms Loan Guarantee Scheme were of assistance to
many farmers but not all were able to take advantage of.tfbém England Diversifiation
baseline study (CRR 2002) found that just over half (51%) of diversified farms had done so
without grant support, though these tended to have been established before grants were available
and were involved in At r cwmracting and Bed & Breakfaste)r si f i c

Tenant farmers as a group had a range of issues specific to their particular circumstances. They often
found accessing capital difficult as they did not have the collateral available to farmers who own their own
land. Ternt farmers could also have problems with their tenancy agreements, in that these may carry
restrictions on land uske

While the Working Group concluded that that all of the issues listed above were relevant, two
categories of barrier were judged to bengigantly higher than the rest. These were:

1 lack of generic business skills in the farming industry (which impacts not only on diversified
enterprises but also the core busine3$)ese include market research, marketing, business
planning, business marexgent and customer relaten

1 planning controls, as currently designed and implemented.

3. The Farm Business Tenancy, a new type of landlord/tenant agreement created by the Agricultural
Tenancies Act 1995, allows more flexibility for tenant farmers to diversify their activities. In addition there
is now a code of practice which aims to faaiit gaining agreement for diversification activities on tenant
farms.
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