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Foreword

This report reviews information on the role of agriculture and farm household diversification in the
rural economy oNew ZealandlIt was prepared by a consultant, Darryl Jones.

It is one of 1Xountry reviews prepared under Output area 3.2.1: Agricultural policy reform
(Item 3.2) of the programme of work and budget of the Committee for Agriculture fGr@00

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

T Definitions and underlying concepts of dArural

1 The availability of data pertaining tthe share of agriculture and the atpod sector in the
economies of OECD countries at the national level and in rural areas and trends therein.

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

1 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).

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

1 The strength of multiplier effects between farm/farm based and up/downstream industries and
rural economies.

The information in these country reviews wased as background to the report "Trwe of
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 ad Markets in February 2009
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EXECUTIVE SUMMARY

Rural areas are defined in national statistics on the basis of population. The standard classification
makes a distinction between fir ur99l) cheandt rfieastoa | (0t hwhs
the residual categori/e. the population not living in urban areasggle with a population of over@DO) or
rural centres. An alternative urban/rural classification system based on workplace address has been
developed to relassifythe population living in rural centres and other rural into four different categories:
rural areas with high urban influence, rural areas with moderate urban influence, rural areas with low urban
influence and highly rural/remote areas.

Rural areas accoti for 97% of total land area, and around1B%6 of population, employment and
GDP. The most rural regions are Northland, Gisborne, Southland and the West Coast, while Auckland and
Wellington are the most urban regions.

Land used for agricultural produeti accounted for 43% of the total land area in 2005, down almost
20%0f rom 1985. It accounts for 50% or more of | and
ManawatdWanganui regions. Since 1985, land used for plantation forestry has increametPtrto 6%
of total land area, and accounts for over 15% of land area in Bay of Plenty, Gisborne and Marlborough.

It is estimated thaaboutonethird of the rural populatiomvasliving on farms in 2006, down from
onehalf in 1986.While the farm househdlpopulation has fallen by around%@ver the twenty years,
the proportion of the total population defined as rural has remained fairly stable at around 14% over the
same period. Between 1986 and 200@ number of people defined as rural increased B%. All this
increase has occurred in regions defined as having high or moderate urban influence.

Almost onethird of those living in rural areas define themselves as working in either the agriculture,
fishing and forestry sectors. These sectors employ 8% of workers in highly rural/remote areas but
only 8% of the total workforce, with the agf@mod industries (up and down stream) employing a further
5%. Employment in agricultural production has fallen by aroud @0ce the miell980s.

A g r i c usharewfrtaadGDP has remained fairly stable at betwe@¥h Since the midl980sdue
to significant increases in productivity. If Auckland and Wellington are excluded, agricultural production
accounts for 10% of GDP and is the largest industry in GisbamdeSouthland (representing 15% and
19% of regional GDP respectively). The contribution of the food, beverage and tobacco manufacturing
sector to total GDP has also remained relatively constant in the rang®@b5GDP over the past twenty
years.

Non-agicultural income earning activities (whether from anfamnm, nonragricultural enterprise or
off-farm employment) takes place on-30% of New Zealand farms; are more likelyb® undertaken by
women; with is importance in household income varying froealyto year depending on commodity
prices,e.g.very important athe moment for deer farmers.

The diversification into nomgricultural activities is motivated in part by a desire to secure an
alternative income source. It also reflects some general Meskfle developments, a desire to interact



with others and an expression of an entrepreneurial spirit. Policies have played a role, primarily through
the impact of subsidy reform, along with facilitation, and some financial incentives for forestrysionver

Farm tourism has expanded since the-f880s, for example, with the number of farms providing
accommodation more than doubling. Tourism services provided by farmers include accommodation
(usually in the host 6s h oatioa and rectemtionalvpurgoses) sexperiencds h e
relating to agriculture g.g sheep shearing and dogs working) and-agncultural activities such as
trekking and nature watching. While the financial benefit is important, particularly in years when returns
from agriculture are low, the social benefit to the hosts of meeting visitors is sden rasst important
motivation.

In terms of value added multipliers, it is tentatively concluded that agricultural production in general,
ranks lower than agrfiwmod industries, industries associated with tourism and public services. Within
agriculture, dairy and horticulture rank higher than sheep and beef farming.



THE ROLE OF AGRICULTURE AND FARM HOUSEHOLD DIVERSIFICATION
IN THE RURAL ECONOMY OF NEW ZEALAND

Definition of rural areas in national statistics

The standard urban/rural classification

The standard New Zealand classification of urban and rural areas uses population size to delineate
urban and ral areas (SNZ, 1997). Urban areas are defined as settlemer@®@pdople or more. Urban
areas range from main urban areas (populatibi3® 000 or more), secondary urban areas (populations of
10000 to 29000) and minor urban areas (populations betwE000 and 999) (Figurel).

Figure 1. Standard urban/rural classification system
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Zealand
Urban Rural
areas areas
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Main Secondar Minor
y Rural Other
urban urban urban
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areas areas areas

Source: SNZ (2006a).

The standard urban/rural classification has two categories of rural areas: rural centres and other rural.
ARuraéesoceat e def onrsiredhaving a pppuiation 880 ta999 in a reasonably compact
area that services surrounding rural areas (district territory). They have a defined statistical boundary (an
area unit) but no | e gwban/rgd ardaclassificaliod tresidual category amdo i ¢

includes all area units not in urban areas or rural centres. This category includes inlets, islands, inland
waters, and oceanic waters outside urban areas.



Policy analysts and demographers have fotedtral classification and the delineation of minor and
secondary urban areas simply by population size to be of limited value. One of the problems identified
with the standard classification is that it does not acknowledge the variety of rural arestyld iireas
close to cities may be classified as rural, but are very different from farming communities in the rugged
and remote back country. In the former, the urban area provides a significant focus for the community
which ha ready access to recreatal, economic or health services. By contrast, the latter tend to be
further from urban centres, particularly main urban centres, and have poorer access to services. (Goodyear,
2005)

Similarly, population size alone cannot adequately describe the ch@tictenf different urban
areas. A minor urban area such as Rolleston, which is close to Christchurch, has different structures and
needs to Westporipcated farfrom a large urban area. Yet both centres have shsiitad populations and
are classified@aminor urban areas.

An alternative urban/rural classification

In response to these problems, Statistics New Zealand (SNZ) developed an alternative urban/rural
classification system thanore accurately depicts the different characteristicareas (SNZ2006a).
(Figure2) After considering other variables such as population démsity a single variable indicator of
remoteness (such as distance from a hospital), SNZ developed a classification system which uses
workplace address compared to address walugsidence as a meanswé a s ur i n gWarkplace al i t y
address provides a useful means of exploring the links between places with employment, standing as a
proxy for a number of other variables, such as economic and social links between pklt@ss Itural
areas to be defined by their relationship to urban areas, giving a picture of the degree of urban influence on
a rural area, and allows for the adoption of the concept of remoteness for defining rural populations.
(Goodyear, 2005)

The alternatie classification system follows the existing SNZ urban and rural boundaries at the broad
level,i.e. areas with a population ov&i000 are classified as urban: the remainder as rural (Tabldain
urban areas remain the same, but minor and secondany arbas are reclassified into either satellite or
independent urban communities. Rural areas, instead of being treated as the residual category of urban
areas, are separately classified into four new categories according to the varying influence afrbaarby
areas. This classification enables more extensive analysis and reporting, particularly between various types
of rural ar eas, a reterdgendity (ENZ, 2006d).] ect s t he areasdod

The threshold to determine whether an urban area was satellitgependent was set empirically at
20% of the employed population working in a main urban area. This threshold was s¥#t &t&t0a series
of investigations involving Geographic Information System (GIS) because it emerged as the most relevant
threshold(Goodyear, 2005)

1 Classifying urban/rural areas based on population densdiye very little difference when defining the
population although it did change the appearance of urban besmddrban boundaries include areas of
unpopulated land close to cities that may be used for future urban expansion.



Figure 2. Alternative urban/rural classification system
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Source: Goodyear (2005) and SNZ (2006a).

Table 1. Description of categories in the alternative urban/rural classification system

Category

Description

Main urban area

Main urban areas are very large and centred on a city or main urban centre. They have a
minimum population of 30 000 (Whangarei, Auckland, Hamilton, Tauranga, Rotorua, Gisborne,
Napier-Hastings, New Plymouth, Wanganui, Palmerston North, Kapiti, Wellington, Nelson,
Christchurch, Dunedin and Invercargill).

Satellite urban
community

This category identifies towns and settlements with strong links to main urban centres. Satellite
urban communities are defined as urban areas (other than main urban areas) where 20% or more
of the usually resident employed population's workplace address is in a main urban area.

Independent
urban
community

This category identifies towns and settlements without significant dependence on main urban
centres. Independent urban communities are urban areas (other than main urban areas) where
less than 20% of the usually resident employed population's workplace address is in a main urban
area.

Rural area with
high urban
influence

This category identifies rural areas that form a transition between the main urban areas and rural
areas, although meshblocks® are not necessarily contiguous with main urban centres. The index
allows for a meshblock to be included in this category only if a significant proportion of the
resident employed population work in a main urban area.

Rural area with
moderate urban
influence

This category identifies rural areas with a significant, but not exclusively, main urban area
influence. A meshblock® can be included in this category: (1) if a large percentage of the resident
employed population works in a minor or secondary urban area, or (2) if a significant percentage
work in a main urban area. However, if the percentage working in a main urban area is too
substantial, the meshblock will be included in the high urban influence category.

Rural area with
low urban
influence

This category identifies rural areas with a strong rural focus. The majority of the population in
these areas works in a rural area. Due to the impact of the weighting system, it is unlikely
meshblocks® in this category will have many people employed in a main urban area, although a
number may work in a minor urban area.

Highly
rural/remote area

These are rural areas where there is minimal dependence on urban areas in terms of
employment, or where there is a very small employed population.

1. The meshblock is the smallest geographic unit for which statistical data is collected and processed by Statistics New Zealand..

Source SNZ (2006a)



Meshblock$ in rural areas are allocatéd one of four categories, based on a weighted percentage of
resident employed adults who work in the three standard categories of urban area (for simplicity the
methodology uses main, secondary and minor urban drba)percentages working in each urlzara
were weighted through the use of multipliers (Annex Tabprovides selected examples of how this is
constructed). The multipliers allowed for the increasing urbanisation of different sized urban areas. For
example, the percentage of rural peoplekivy in a main urban area had double the impact of the same
percentage working in a minor urban area. This weighting acknowledges the impact that a large urban
centre has on its surrounding area. It is also consistent with other methodology, such amssthe ol
Educationds i solation i ndex. The weighting wensu
secondary urban area of Gore are acknowledged as being very different from rural areas outside the main
urban area of Christchurch (the latter wbude included in the category rural area with high urban
influence).

For example, Rolleston is anban community with just under @0people (at the me of the
2001Census), within about 20i n u t e 6 s hrigtchurch,ea city bf ov@r 30W00 people.Geraldineis
a small urban community of205peopl e over an hour 6s &)y Bothegheser om C
communities would have been listed as minor urban areas, but under the alternative urban/rural
classification Rolleston becomes a satellitbam area and Geraldine is considered an independent
community. Morethan twaethirds of the employed population of Rolleston worked in Christchurch City at
the time of the 200Census. In contrast, just over%a®@ f Ger al di neds popunddati on
lessthan 1% worked in Christchurch City. Annex Figurésand2 show the urban/rural profiles of the
North and South Islands of New Zaad.

Figure 3. Example of urban/rural areas in the Canterbury region

Urban/Rural Profile Categories

- Main Lrban area

Satelite urban community

- Independent urban commusity

Rural area with high urkan influerce
Rural area with moderate urban infiuence

Fural area with |ow urban infugnce

- Haghiy ruraliremata area

Geraldine
—raie highway
Source Goodyear (2005) and SNZ (2006a)
2. The meshblock is the smallest geographic unit for which statistical data is collected and processed by

Statistics New Zealand. A meshbk is a defined geographic area, varying in size from part of a city block

to large areas of rural land. Each meshblock abuts against another to fatwak covering all of

New Zealand, including coasts and inleasd extending out to the 2@file ecaromic zone. Meshblocks

are added together to 6build upd | arger geographi
the principal unit used to draw up and define electoral district and local authority boundaries.



Rural areas in the national and regional economy
National economy

Rural areas account for 97% of total land in New Zealand and around 15% oftioop@laployment
and GDP (Tabl&). The vast majority of the population is concentrated in urban areas, wduapyoless
than3of New Zeal andds | and area. Hi ghly r%ofthd and
usuallyresidenp opul ati on, but over half of New Zeal andds

Table 2. Share of rural in total land, population, employment and GDP, 2001

Land Population Employment GDP

New Zealand (million) 27.035 3.737 1.727 115,941

hectares persons persons 2003%

Total Rural 97.2 14.2 15.4 13-15"
Highly rural/remote areas 53.1 2.0 2.2
Rural areas with low urban influence 33.3 6.0 6.4
Rural areas with moderate influence 8.0 3.6 3.9
Rural areas with high urban influence 2.8 2.6 2.9

Total Urban 2.7 85.8 84.6 85-87
Independent urban communities 0.6 11.7 10.9
Satellite urban communities 0.2 3.0 2.7
Main urban areas 1.9 71.1 71.0

1. Personal calculation derived from regional GDP values and rural employment shares.

Source: SNZ (2006a) based on Census of Population and Dwellings 2001.

Results from the 2006 Census indicate that 86% of the populatshin urban areas. Badeon the
standard urban/rural classification system, 78%d in main urban areas, 6%ved in secondary urban
areas and 8%ved in minor urban areas. There are marked ethnic differences in urbanisation, with the vast
majority of Pacific peoples, Asiamd other ethnic groups living in main urban areas and very few in rural
areas. For both European avdJ o, B4% were living in urban areas and 16% in rural areas (MSD, .2007)

Rural economy

There are also some important regional differences in terms cfhtre of rural land and people
(Table3).2 With the exception of Auckland, over 93% of land is classified as rural within each of the other
fifteen regions. Variation is much more noticeable in terms of people. Rural areas account for only 4% of
the popuhtion and employment in Auckland and Wellington but for over 40% in Northland and the West
Coast, and between BD% in most other regions. If Auckland and Wellington regions are excluded, just
over 20% of the remaining New Zealand population live in ramshs.

3. The top tier of local gowvament is called aegion and there are 1&gions in New Zealand. Of these
16regions, 12are governed by regional councils, while four are governed by the second tier of local
governmentterritorial or local authorities(territorial authorities which péorm both roles are known as
unitary authorities)ln total there are 8@cal authorities in New Zealand

4, Annex Figure3 shows the geographic boundaries of the sixteen regions while AnnexZTstibevs their
relative importance in terms of land, pdgtion, employment and GDP.
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Table 3. Share of total rural in land, population and employment by region, 2001

Land Population Employment
New Zealand 97.2 14.2 15.4
Total North Island 94.9 12.7 134
Northland 95.8 48.6 49.9
Auckland 73.7 4.1 4.5
Waikato 93.4 23.8 26.1
Bay of Plenty 95.7 19.7 21.0
Gisborne 98.4 27.9 29.1
Hawke's Bay 98.1 13.3 15.2
Taranaki 96.4 23.2 27.3
Manawatu-Wanganui 97.6 19.3 22.6
Wellington 93.5 3.6 4.0
Total South Island 98.8 18.9 211
Tasman and Nelson™ * 100.0 22.0 23.6
Marlborough® 100.0 22.6 24.7
West Coast’ 100.0 413 43.0
Canterbury 98.8 14.4 16.4
Otago 98.3 19.3 21.4
Southland® 100.0 29.9 34.4

1. The Tasman and Nelson regions are combined for purposes of GDP estimation and so are also combined in terms of land,
population and employment in order to make the data comparable.

2. Urban land area represents less than 0.1% of total land area for these regions.
Source: SNZ (2006a) based on Census of Population and Dwellings 2001.

There are also significant variatiomsthin the total rural population of each regionterms of the
proportion of the population living in each of the alternative urban/rural ifttas®ns described in
sectionl.2. In the West Coast, Otago, Gisborne and Southland around 30% of the rural gofiuiin
highly rural/remote areas compared to the national average of 14% (Bjglrdhe North Island regions
of Northland, Waikato and Taranaki, and the upper South Island regions of Tasman and Nelson and
Marlborough, more than 50% of the rural ptgiionis classified as living in rural aas with low urban
influence.

It is possible to embine the information in Tab® and Figure3 to classify each of the regions
according tatheextt nt o f t hei r 4)fATheuhorzdntaltaxisosshoysrtisbgre of the regional
population classified as rural. The vertical axis shows the share of the rural population that live in areas
defined as being either highly rural/remote or with little urban influeireghe further up the axis the less
importanturban areas are for employment of the rural population.

On the basis of this system, New Zealaedionscan be classified into three broad categories.
Gisborne, Northland, Southland and West Coast are the most rural of the sixteen regions, with more than
25% of the population living in rural areas and more than 40% of these living in the most rural areas.
Auckland and Wellington are the least rural, having a very small share of the population defined as rural
and more than 60% of these living in areaswiigh or moderate urban influence. In all the other regions
less than 25% of the population is defined as rural, but more than 40% live in the two areas that are most
rural.
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Figure 3. Share of rural classification by region, 2001
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1. Tasman and Nelson regions are combined for purposes of GDP estimation so are combined also in terms of land, population and
employment.

Source: SNZ (2006a) based on Census of Population and Dwellings 2001.

Figure 4. Identification of rural and urban regions, 2001
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Source: SNZ (2006a) based on Census of Population and Dwellings 2001.
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Role of agriculture and agrofood industries in rural areas
Land use

In 2003, 43% of the total New Zealand land area was used for agricultural production, including
tussock land for grazing, ggsland, arable land and land used for horticulture. A further 7% was in planted
production forest (90% ipinus radiatd. The Department of Conservation administers an additional 30%
of the total land area in protected areas, including national pasksje® and conservation areas.

Agricul tural |l and accounts for 50% or more of
the ManawatuWanganui regions (Figurf®). Plantation forestry accounts for over 15% of land area in Bay
of Plenty, Gisborne and aflborough. The smaller share of land used for agricultural or forestry
production in West Coast, Tasman and Nelson, and Southland reflects a larger proportion of conservation
protected areas within these regions.

Figure 5. Share of agriculture and forestry in land use by regions, 2003
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1. Includes tussock land used for grazing, grassland, arable land and land used for horticulture.

Source: Statistics New Zealand.

Since the miell980s, the land area used for agricultural production has steadily dediaed4).
The area associated with livestock and ar&nming has declined from 14million hectares in 19885
to around 11.million hectares in 200885. A small amount of this land has gone into horticultural
production, which has increased in lanckaa by around 4% over the period although it still only
comprises 1% of agricultural land area. Between 1983 and 200®ilRdh hectares (whichin 1983
represered 20% of agricultural land area and 10% of the total land area of New Zealand) has gohe ou
agricultural production, an annual decrease of alriist

Approximately onehird of this land has been diverted into plantation forest production, vilaish
increased on average by @80hectares per year between 1983 and 2005. Planting ratesdeacbed
levels in the miel990s bunhew plantings have slowed significantly over the last few years with some land
being diverted back to agricultural production, specifically dairying.
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Table 4. Area in agriculture and forestry production, 1983-2005
(000 hectares)

Tussock land used

Year for grazing, grassland inh L@”dl PI’C]:dUCtIOﬂ
and arable land in horticulture orest
1983 14 495 95 1001
1984 14 386 87 1041
1985 14 306 87 1097
1993 13 945 95 1396
1994 13 536 104 1488
1995 13 520 124 1599
2003 11738 120 1829
2004 11 760 131 1786
2005 11594 119 1713

Source: Statistics New Zealand.

Population

Data regarding the family farm population is not available. However, estimates regarding the number
of farms are made. IN0OP6 there were approximégeb5 000farms in New Zealand, down from just under
80000 in 1986.

The decrease in the number of farms reflects a general increase in farm size through amalgamation,
although it masks théragmentation of pastoral land that has occurred in some paitise ofountry
(e.g.Otago, Marlborough and Gisborne) into other uses such as wine and horticThirraverage dairy
farm has increased in size from B&ctares with 15tows in 1988 to 11Bectares with 322ows in 2006.

The average North Island sheep a@ekf farm, often managed by one family with some seasonal or
contract work, is now 881stock units on 44%ectares compared to736stock units on 346ectares in
1988 (Sherwin, 2007).

Assuming that the average farm household comprises three menalpeitg,farm households would
represent approximately otigird of the total rural population of 56300 persons in 2006 (approximately
5% of total New Zealand population). Assuming the same number of persons per farm household in 1986,
the farm population auld have represented ehalf of the rural population (approximately 7% of the total
New Zealand population).

The relative importance of farm households in rural populations can be indicated by dividing the
number of farms per region by the rurapplaion of the region (Figuré). Farm households are an
i mportant part of the rural p o p ul agtthisonformation witte wk e 06 <
Figure6 provides some interesting results. For example, while Northland and the West Coast have the
largest share of regional population classified as rural, farm households are relatively less important in
these two regions. Alternatively, while the rural population is relatively small in the Wellington region,
farm households appear to be relativetportant.
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Figure 6. Relative importance of farm households in rural population by region, 2001
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Source: Statistics New Zealand.

While the farm household population has fallen, the proportion of the New Zealand population
defined as rural has remainedriigistable at around 14% over the last twergans (Figurd).’ Between
1986 and 2006, theiral population increased by 17%his increase has occurred in rural areas defined as
having ahigh or moderate urban influence, with the number of people imyhigral/remote areas and
rural areas with low urban influence remaining fairly stable at aroun@@D0

Pooletal.( 2005) notes three trends behindthéiBrumalr
population of 2001 is very different frorhdt of 1976. There has been overspill from metropolitan and
large urban areas, manifesting itself incsa | | -bedtarefifd-s t y | e ', land mlsoknsodement into
fdormitoryodo towns outside the metr opgMorinsvile). and |
Secondly, there has been sunbelt migration often to rural areas such as the Coromandel Peninsula and
around Kerikeri, as well as urban areas such as Tauranga, and the north of the South Island and the South
Island lake region. Another mdestation of this has been the growth of retirement populations in extra
urban locations, especially on the northern flanks of both Amckland Wellington. A third aspect of
Aruralisationd has been the movement of discourag

5. fiOne of the more interesting features of New Zeal a
very early despite its reliance on primary productidhe proportion in rural areas was already only 32%
in 1951. Betveen then and 1976 the final major changes in rural production technologies, both for farming

and processing industries, occurred and &salrthere wereruralr ban movements parti clt
Thus by 1976 the proportion in rural areas had dr
(Poolet al, 2005)

6. Between 1976 and 1981 the rural population decreased %y ®u®inceased by 4.6%etween 1981 and

1986. (SNZ, 2006a)n 1916, there were 5@58people in rural areas (excludimg U o);riri 2001, there
were 532740people in rural areas (includimgU o) (Goodyear, 2005)

7. It is estimated that the are between 9000 aml 110000lifestyle farm units in New Zealan@oodyear,
2005).

15



Figure 7. Change in rural population and farm numbers, 1986-2006
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1. A breakdown of the total rural population into the various rural categories is not available for these two years.

Source: Statistics New Zealand.

These developments have had some benefits, with an influx of population that has helped to revitalise
some rural areas. For example, it Basured the futuref @ome rural schools threatened with closiéne.
article on Swannanoa school in Canterbury stafi@iiral schools in the Christchurchinterland were
under threatenyears ago because of falling rolls. Today, with city people moving onto lifestyle blocks,
rolls are booming. 6 (Goodyear, 2005)

Yet the development of peurban areas has also led to conflict. For example, a submission by
Federated Farmers stated that ifthe subsidisation
lifestyle blocks by he ur ban wor kf orce who do n désurveyolyroad he tr
users revealethat people in rural areas with high urban influence covered the most kilomepasaie
drivers, averaging 16893kilometres from June 1997 to July 193%mpaed with a national average of
9 455kilometres (Goodyear, 2005)

Employment

At the national level, a total of 130 persons indicated that they were employed in the agricultural,
forestry or fisheries sectors in 2006, representing 6.5% ofdotployment. Approximately 85% of these
persors, or just over 5% of the tot@mployment are employed on the farm. At the regional level, these
three sectors accounted for more than 15% of employment in Marlborough and Southland, and for more
than 10% of mployment in all other regions except Auckland, Bay of Plenty, WellmgBanterbury and
Otago (Figures).

Agricultural related industries beyond the farm gate represent a further tsffalotmployment. Just
over 73500persons are employed in food, beage and tobacco manufacturing nationally. This is a
significant employer in the Hawkeds Bay, Taranaki
the persons employed in this industry are located in the Auckland region. Services to agricytaye em
just under 2%00persons, representing 1% of total employment, and ranging from 0.2% of regional
empl oyment in Auckland to over 5% in Gisborne, Ha
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Figure 8. Share of primary sector, food processing and services
to agriculture in employment by region, 2006
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1. Primary production includes agriculture, forestry and fisheries.

Source: Statistics New Zealand.

In highly rural and remote areas, over half of the emplgyagulation worked in the agriculture,
forestry or fishery sgors (Figure9). In three of the four rural profile areas, this category was the major
occupation group, employing in total around -tied of persons living in rural areas.

Figure 9. Share of primary sector in employment by urban/rural profile, 2001
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Source: SNZ (2006a).
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MAF estimats that in 20405 there were just over 1@DOfull time equivalents employed in
agricultural production at the farm gate, consisting of full tipet time employers and employees and
unpaid relatives assisting. Thgriaultural labour force peaked in 1983 at 127000full time equivalents
(MAF, 2006a).0Oneof the major changes in employment patterns in rural &r@adeen the rise in the use
of contract labour on farms, replacing in many instances the employmentafimatt partime workers

Gross Domestic Product

At the national level, agriculture accounts fe6% of GDP, depending on international commodity
prices and climatic conditions. Howeverisimuch more significant than this for all sixteen regions eixcep
Auckland and WellingtorfFigure10). Outside these two regions, agriculture accounts for 10% of GDP.
Agriculture is the largest industry in Gisborne and Southland (representing 15% and 19% of regional GDP
respectively), and is the second or third largesaistry for eight other regions.

Figure 10. Share of agriculture and agro-food industries in GDP by regions, 2003
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1. Estimate based on the regional distribution of employment in the food, beverage and tobacco manufacturing.

Source: Statistics New Zealand Regional GDP Table.

IN19656 6, agricultureds share of GDrP198687s Sintedtit, but
mid-1980s,its share of GDP has remained fairly stable at betwe@¥ §Figurell). This has occurred
despite a decline in the ared land and the number of persons engaged in agricultural production.
Similarly, the contribution of the food, beverage and tobacco manufacturing sector to GDP has also
remained relatively constant in the range &% of GDP over the period.
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Figure 11. Share of agriculture and agro-food industries in GDP
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The relatively constant share of agriculture in GDP has occurred in the context of a rapidly growing
transport and communications sector, and has eskfribm a significant increase in farm productivity. For
example, theroductivity of breeding ewes has risen by ovehgince 19901 (in terms of kilograms of
lamb produced per breeding ewe), meaning thamélar level of lamb meat production is olrtadl from
the current flock of 4@nillion sheep as was obtainé@m the peak flock of over 7@illion sheep in the
mid-1980s. Similarly, the quantity of milk solids produced per dairy cow has risen by ovér B@e
increase has been the result of a nunabéactors includingmproved genetics, greater use of inputs such
as nitrogen fertiliser and irrigation, and better management practices including pasture mangdament

20064)

Diversification of activities by farm households in rural areas

There has &en considerable research into farm household diversification in New Zealand. Many

comment at or s not e

from sheep production towards beef and dairy production; anaircre i n

t he  diwithinthe agficultaral sectdr thedmovetaaaty

Afal ternat.

has

veo

activities such as deer and goat farming; and the growth in horticultural production, including kiwifruit,

viticulture, olives, cut flowers, etc(MAF, 1996; Joseph, Lidgard and Bedford, 2004; Smith, 2006; and

Gouin, 206).

This report discusses in more detail farm household diversificatiayfrom agricultural production,
identifying two major forms: the development of-tamm, nonragricultural enterprises and &#rm
employment. While considered separately, the tarang of diversification are not mutually exclusive.

Taylor and McCrostie Littld 1 9 9 7 )

c oncl ud mosttshr@ising éf the studyafipdingstishhe

relatively high level of offarm employment amongst the farms with alternative enterprises.e Thes

househol

ds

ar e

nvol

ved
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Research shows that nagricultural income earning activities (whether from anfaoim, non
agricultural enterprise or ofirm employment) takes place on-30% of New Zealand farmsare more
likely to be undertaken by womgeand thatits importance in household inconaariesfrom year to year
depending on commodity pricesg.very importanin 2008for deer farmers.

On-farm, nonagricultural enterprise diversificabn

In terms of noragricultural activities, the previous section noted the movement of agricultural land
into plantation forest production. While some of this resulted from the selling of farm land tsdaige
f or est thewajaity of new iplantg through the 1990s was undertaken by a variety of svalé
investors rather than the government oor major for

In terms of other enterprises, the most comprehensive study was that done by Taylor and McCrostie
Little in the late 1990s, and reported in Taylor and McCrostie Little (1997) and (B399)farmers with
alternative enterprises were identified and interviewed in dephie. research showed that farmers
undertook a wide variety of enterprises on farg®ss a wide range of sectors including:

1 farm tourism

1 specialist horticulture/nurseries, including specialized garden plants, shelter belt seedlings, trees
and shrubs, and bulbs

agricultural processing (non traditional and organic), including medicarakh
food processing
viticulture and wineries

= =4 =4 =4

agricultural services and consultancy, including computer technology, stud stock recording, farm
consultancy, real estate values and sales, seed cleaning and exporting, aerial and crop
dusting/spraying, sitge making, cultivationlarge and heavy machinery use;

=

general services, including journalism, computer software development and sales, importation
and sale of vehicles

light manufacturing
handcrafts, including pottery
artwork and

=A =4 =4 =4

fashion garment entgrises

Another major finding was that alternative enterprises often run in parallel, sometimes across several
sectors, such as garden tours and nursery sales or tea and gift shops, specialist food products and various
crafts. The majority of the enterpess were financially and structurally independent of the farm business,
being fAstand aloned business structures. wWA® st of
integrated with the farm businesounpgédarmat imerc hiami fsu

In contrast to the core farming operation, women had a high involvement in the alternative
enterprises, in many cases as the major operator or as a joint operator with their male partner. It was
evident that women operating enterprisesl a high degree of motivation and considerable satisfaction
from their work.

Off-farm employment

MAF research in the mid990s showed that 45% of dairy farms were supplemented by income

gained from work done outside the farm gate and, despite the emoger nature, almost 41% of sheep
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and beef farms had income from -fdfm employmentMost of these farms considered their-fafm
income Aimportanto or fAessenti al 0 ithoff-farrhiaconmeo us e h «
significantly moreessential on sheep and beef propertiReofles and Journeaux, 199%aylor and

McCrostie Little (1995) found that for nearly two thirds of the-faffm employment households the
additional income was either very important or important to their farm fasanc

In the mid2000s, offfarm income remains important. More than half the farm families interviewed in
a Whakatane District (BOP region) survey were reliant to some degree, or had in the past bedarron off
income to supplement returns from farmingg@ph, Lidgard and Bedford, 2004)he 2007 Pastoral
Monitoring report estimates a i n-fammiincome lcomtribdtedi r vy f
NZD 12000 with a further net fan profit after tax of NZD42 000 in 2006/07. The importance of -6&rm
income was higher in the fAnational WO0dWthamptfaannd b e €
profit after tax of NZD33000. The report concluded thdf-darm income is now firmly a part of many
sheep and beef farm businesses-f@ffn incomehas contributed even more significantly to the financial
viability of deer farmes over the last four years (MAF, 2007#)nalysisof the New Zealand2001Census
data found that the agricultural sectors of the econordythea highest incidence of multipjeb-holding
(Robertsoret al., 2007)

There are indications of gender differences irfafin work. Men were more likely to be employed in
seasonal work imgricultue-related activitiess uch as harvest contracting at
they were also employed as casual labourers, factory hands, truck drivers and tourism workers. For
women, regular workwas more common, and employment in the nursing and teaching professions
dominatel. These occupations are attractive because they are availablpastiime basis or with timing
that is compatible with having responsibility for schagkd childrenStudies indicate that more women
do offfarm work than men and have generally worked off the farm for a longer period of time
(Underwood and Ripley, 20D).

Interviews carried out in 20023 among 1%arm households found women to have higher rates than
men of multiple jokholding. For these women, there was an important relationship between tHamoff
work and cycles of family developmettihe inteviews showed that a numbef womenworked full time
before having children and moved into piammte workwhenthey returned to work in order to balance their
paid work with their child rearing responsibilities (Taylor and McClintock, 2004)

Factors enhaning/limiting farm household diversification into nonagricultural activities

A major factor explaining household diversification into +agricultural activities identified by
researchers is a desire to obtain aternative source of income. Studies shthat onfarm, non
agricultural enterprises and dgdrm employment were important strategies adopted by farm households
facing cyclical commodity prices, periodic rises in farm input prices and climatic eventaspoblonged
droughti Thi s p | helped @ maintain fatmyhousehold incomes, while it defended farm equity and
provided greater opportunity for retirement and f

An important driver for this was the subsidy reform prograntiha began in 198 the impact of
which has been well documented. One of the initial farmer responses (along with a reduction in capital

expenditure, labour force, fertiliser, etc) was to seeKoffr m e mpl| oy ment . Al t- was
farm work was available thatany farmhouseholds wera bl e t o s ur vi ¥ é&wmber©fSmi t h,
coping strategies were adopted by farmers in the
Strategies being deploe d i ncl ude i nt ensi fon thealusiessnsideoand aitgroi ng O
wor k on t he The aametylapd cemplex@yeof coping strategies adopted otfiathdy farm

reflect its dual nature as a business and househo
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The removal of subsidielsad not only an impact o farm income but also on land values, which
declined in the late 1980s. This in turn made borrowing difficult for farmers, creating a further incentive to
seek alternative income sources (Rhoekesl, 2003) The decrease in land values, ragowith a log price
spike in theearly 1990s and changes to taxation rules.{ he r emov al of the fAcost
reintroduction of immediate deduction of qualifying costs against income from any source in 1991)
contributed to the diversificain into forestry (Rhodes and Nevis, 200B)the mid2000s, the situation is
almost completely reversed, with land moving out of forestry and into dairy production following
significant increases in land values; a drop in log prices at a time of higd dairy prices; and
uncertainty regarding the financial implications to forestry of proposed legislative changes being
introduced as a result of New Zealanddés Kyoto con

In addition to subsidy reform, the government has contributed to divetisificidrough a focusn
facilitation. During the 1990s a number of government agencies worked together as facilitators with
community groups to help them build their social and economic capacity to create wealtbllaneing
(Pomeroy, 1998)For example,from 1992 to 2006 MAF published and distributed a free monthly
publication calledThe Rural Bulletin Its aim was to build community capacity by circulating relevant
information, so people in rural and other communities have an opportunity to make thfdecisions
about, and have their say on, issues and changes that may affedtunttier. examples of facilitation are
discussed in the following section on farm tourism.

MAF involvement in facilitation has been significantly reduced in recent yeats.final issue, MAF
e x pl ai nThea endirdnment hés changed markedly since the Rural Bulletin was first published in
1992. In particular, widespread access to the Internet has made this information much more accessible to
people.o (®MAF, 2006b)

In terms of financial incentives the major programme initiated to encourage farm household
diversification into noragricultural activities is the East Coast Forestry Project (ECFP), whicheeais
operating since992? Under the ECFPandholders tender fologernment grants which help fund the cost
of establishing and managing the for&ghile the pimary purpose of the ECFP is to reduce soil erosion, it
has had a wider impact on the commercial viability of farms and regional employiméra.r s ome f ar r
converting marginal land into another productive land use has clearly helped the overall efficiency of the
farm, in terms of removing difficult areas to manage and muster for stock. This has allowed farmers to
intensify production on the remaining land aeianproving the overall productivity of the farm. This will
have I ong term benefits. o (Bayfield and Meister,

The Sustainable Farming Fund (SFF), established in 2000 and administered by MAF, has provided
grant money to assess ragricultural land se options, specifically forestryhe purpose of the SFF is to
support projects that assist the ldrabed primary production sectors solve problems and take up
opportunities to overcome barriers to economic, social and environmental viabilithe 527projects

8. Itis now is a free publication produced by Rural Women New Zealand.

9. The initial objective was to plant 2@M0hectares of commercial forest over ®&&ars on severely eroding
and potenglly erodible land in the East Coast of the North Island. Betwe¥38 Jand 2000, some
26 030hectares were plantédan average of 354 hectares per year against a target 60@hectares per
year.Following an evaluation of the ECFP the objective waxlified in 2000 to target 6000hectares of
the most at risk lands plus immediate surrounding arBlas.total area established from 26®4 was
5677hectares, of which 60% was target landn average of 83@ectares per year of target thagainst
an anual target of ®00hectares. While the relative price signals and the disappearance of a forestry
company have been very influential factors in the slow uptake, other factors such as the complexities of the
scheme and its purely voluntary nature hawo ahfluenced the rate of uptake of grants (Bayfield and
Meister, 200%.
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totalling NZD 71 million completed or approved at the end of 2007, around 6% (NZDwmag¥pent on
48forest related projects.

On the other hand, the compliance costs associated with governregutations established at both
the central andocal government level, are often limiting alternativeseTResource Management Act
(RMA) is perceived as a major impediment, for example to new forestry processing plants, and the
increased complexity of employment related legislation falls most heamilgmall businesses such as
farm and orchard operations. iRegul atory barrier
however in many cases the problems arise because they create uncertainty around the standards that have
to be met, the time tha r esour ce consent and ot her processes
(MAF, 2003b)

While the motivation to obtain alternative income has been important in New Zealand agriculture,
particularly during the late 1980s and early 1990s, resaarciode thahon-economic factorsplayed a
role during this period and Rostlo@dalongestablishedtremlsin e i m
technol ogy, demography and | ifestyle havé&vwencontin
copingstrategies, such as increasedfafin work, that seem integral to agriculture may be driven in part
byl i festyle choices by women. O0Regedrcherepoiht out the gérgeralr d a
societal trend towards dual incomes, casualisatfowaok, and individualisatiod even of the nuclear

family householdFur t her , Aithe drive for many farm women a
alternative enterprises, may be stronger than ever, despite relatively high levels of farm inceceatin
yearsé.driven by personal fulfil ment and the ent

and househol d r dfsyovetat,@d®3)and | abour . o

Taylor and McClintock (2004) report on a sample off@® men and women interviedién the
Ashburton District in 2003. Their research shows that multiple job holding amongst farmers has become

establishedasalonger m f eature of farm househol ds. iWhil e
women appear to have moved into multiglbs largely because they had to, this research shows that the
reasons are now more compl ex. The respondents nc

These noreconomic reasons comprised four main categories: they were approached, adquerby

others to take up a job; they wanted to follow a particular profession or occupation; they chose a particular
lifestyle, e.g wanted to broaden their interests by having a non farming occupation; and they needed social
contact off farm with othepeople. All but one of the respondents who said they workefhwif to meet

other people were women.

Some commentators note tleatrepreneurial spirit ofarmers as a factor playing a role in farm
household diversificatianFor example, Smith suggestsatithe enterprise development that has taken
place over the past twenty years is not necessarily a direct consequence of the 1984 reforms, noting that
Aisimilar experimentation with carob treesaceddat e
back into the late f9century, which perhaps reflects an-guing spirit of entrepreneurship characteristic
of the New Wor |fidhisdictreSaninultiple an®2eddivilig enterprises reinforces a very
strong picture of entrepreneurshipdre w Zeal and farms. o0 (Taylor and Mc

On the other hand, a study on-tdfm income in seven households concluded: tfiathether the
experience of offarm work is a positive one for the farming families themselves depends, to somte exte
on their circumstances and attitudes. The case studies illustrate that for some farrems, wiirk is an
admission of defeat or failure. The sense of being forced into workiAgroff combined with farming
systems that had not been adapted inlamred way to increased time pressures, resulted in an

10. Figures sourced from the Sustainable Farming Fund database, extracted on 19 December 2007,
www.maf.govt.nz/sff/abuot-projects/search/
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unsustainable situation for one of the case study farms. For others, working off the farm is part of a success
story, in which offfarm income is used to hieve personal and family goals ( Pa r1e87)nt er ,

Finally, improvedaccessiblyin terms of both transport and communication links have increased the
opportunities for farm households to diversify into +agricultural activities. &ster and cheaper transport
has played an important role in clositing distance between rural and urban areas @al, 2005). The
internet has been successfully used to market both agricultural produgimany vineyards use the
internet as a medium through which their wine can be purchased) aragmauitural €.g.farm stay
accommodation).

Focus on farm tourism
Farm tourism in New Zealand

Obtaining data on the number of farms involved in tourism is difficult. There is no consistent time
series and studies which include farm tourism are ofteroffinenap shotof a wider tourism sector.
Nevertheless, a review of the literature does suggest that there has been a significant growth in farm
tourism over the past ttweensttyi mad aerss .s Ugmaens éveret rhmlt e,
hosting guests onaregula basi s i n 19880 ( Pear ce stimateddhatthere By t |
were over D00farm-stays (Hogh, 1999).

Tourism New Zealand (TNZ) now collects and publishes quarterly statistics relating to the hosted
accommodation sector within the broademmercial accommodation sector (TNZ, 2007a). However, this
data only includes those establishments that are GST registered and lnreuainturnover of at least
NZD 30000. It is estimated that 03 500small operators in the hosted accommodatiectas are
excluded, including the vast majority of farm accommodation. These small operators mak85%p 80
hosted accommodation establishments (less in terms of guest capacity). Between 2001 and 2006, the TNZ
hosted accommodation sectgrew by 14%, ging from 507000 to 577000 guest nights, although it
represents less than 2% of mainstream commercial accommodation guest nights. International visitors
represent 63% of hosted guests, up from 56% in 2001. The majority of hosted guests are women.

A wide range of tourism services are provided by farAtommodationis the most common form.
Just over half of the entrepreneurial enterprises surveyed in the late 1990s provided accommodation, which
ranged from bed and breakfast to fully catered (Taylor &titk,L1999). Respondents who offered farm
accommodation discriminated between fAhome hosti ng
(which involved more active observation of the farm). -$elitained accommodation facilities appear to
be lessimportant in New Zealand than in other countriés.comparingthe United Kingdomand
NewZ e al and, Clarke noted that the accommodati on pr
significant were interaction with local people and possible fatmtpa ci pati on. 06 ( Cl ar ke,

In addition to accommodation, a numberagfricultural relatedourism activities are providedhe
most common attractions on the farms, apart from accommodation and meals, were the homestead gardens,
the Af ar m jaarassdaciatedactiviteed ssich as shearing and watching the dogs working, or
simply enjoying the ambience of the farm and countryside (Taylor and Little, 1999).

Farms are often available for day visits. For example, Rural Tours offer technical andispereisi
visits to farms and orchards, involving a tour of the facilities and a question and answer session with
farmers. This service is particularly aimed at business travellers (who do not have time during their visit to
stay on a farm) or those wargino add an educational aspect to their holiday. Many visitors are interested
in learning how unsubsidisedjricultural producers operaftgww.ruraltourism.co.ny
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Another example is wine tourism, which has deped in line with the expansion of the viticulture
industry. Between 2001 and 2006, the area in productive vines increased by 94%16h@&are¥ and
the number of wineries by 39% (to 530). Over the same period, the number of international wisitors t
wineries rose from 10800 to 22500persons, an annual average increase of 16%. In 2001, 5.4% of all
international tourists visited a winery: by 2006 this had increased to 8.2%. International tourists represent
45% of wine visitors, 55% are domestiaitists. Domestic numbers are more erratic with less than 1%
visiting a winery during a yedifNZ, 2007b)

Farmers have also developeain-agricultural relatedourism services. Sometimes these are available
on the farm itself: others involve travel to -6frm activities. These are often, but not necessarily,
associated with farm stays. For example, properties located in the South Island high country can provide a
mountain experience, with opportunities to go skiing and participate in other winter spohnis.summer
there are opportunities to go trekking. Some farming properties are located in sites that are sought after for
hunting of deer and other large animals, and for fishing. Some farms have developed wilderness areas
where they manage a deer haydtfophy hunting for a stag with a large set of antlers

A further example is the development of private walkways offering trekking experiences, often
located in coastal areas. This service was pioneered in New Zealand by the Banks Peninsula Track, near
Christchurch which opened on December 1989. The unique two or falay tramp across farmland and
environmental reserves coversBBmetres of spectacular volcanic coastline, fringing a marine mammal
sanctuary around the south east bays of Banks Pémipseviously inaccessible to the public. The track
passes through six farm properties plus Department of Conservation land, with accommodation provided
by four landowners in farm buildings. Around’@0people walk the track each yedhe farms involved
receive an income from the tkafees (walkers are charged N2R5 for the fouday option covering
transport and accommodation), who are responsible for track maintenance (Cloesen, 2007; Rural Delivery,
2007) There are now 2private walking tracks on fens around New Zealanfivww.whirsh.ww.co.n}.

Native wildlife that are endangered and being managed to assist their survival are also keenly sought
afterin rural tourism locations. A good example of thishe coastal farm that operates Penguin Place, the
Yellow Eyed Penguin Reserve that has won severalt@aitsm awards. The conservation project was
established in 1984 by twiarmers when there were jusight breeding pairs. The number of breeding
pairs hassince increased (there were d&rs breeding in the colony in the 260% summer buit varies
from year to year). Visitors are taken on a guided tour through the colony using covered trenches and
observation huts so that the penguins are not frighteneédhe& viewer can observe them unperturbed by
human presence. The nature reserve is part of a sheep farm, and the owners have attempted to create
maximum breeding opportunity for the penguins while minimizing the loss of grazing land.
(www.penguinplace.co.nz

What factors explain the development of farm tourism

Research suggests a number of factors explaining the development of farm tbuhaw. Zealand
the phenomena dates f r omalhadriveuhby the exdrtions af $hé éaerdinatiicga n d v
companies, who both persuaded farmers into hosting and tourist operators into accepting farm stays on
their programmes. o0(Clarke, 1995)

Following the removal of government financial support in the-h880s, farm tourism was seen as
one of the options for providinglternative incomeavhether to ensure farm survival, obtain additional
i ncome f or ¢ hior fdrrseme ®ther reabaAcsartey af 8Farm stay operators in 1997
f ound t hat fani stdyéen Nev Yealand goatributes 35f the totaloAf ar m i ncome. 0 (
and Holland, 1999)The survey found considerable regional variation. Those with the greatest proportion
of income from farm stays t en denttegie doserto Aurldaad, t o t |

25


http://www.whirsh.ww.co.nz/
http://www.penguinplace.co.nz/

Wellington and Christchurch. Research undertaken by the Centre for Research, Evaluation and Social
Assessment, (CRESA) shows tourism in general makes an important contribution to the overall income in
rural communities anénables many to stay there (Warren and Little, 1999).

While important, Warren and Little concluded that it is not necessarily a big money spitiver
mean average gained from tourism in rural aredZiB 10000 a year. @home New Zealand, the brand

nameof The New Zealand Association of Farm & Home Hosts, answers the quésiéin| | | make m
from being a B & B operator?0 with the answer 4
providing small scale accommddat ioopreriag ouseéal liyf &
value of your property and divide your income into that value to give a return on épytal may be

guite disappointed. Therefore, i f the motivation

moneyd yYoprohbhabll y not consider thi.s sector. o ( @hc

In additional to a financial return, all research into farm tourism in New Zealand point $sodiad

benefitr ecei ved by the hosts as an i mpor hihKkngdomt i vat
farm tourist accommodationagcommercially driven, New Zealand hosts were primarily motivated by a
desire to meet peopled although t heThel99sargey @ ¢ o mm
farm stay t ofoundtlatn osepmbealndang majosity di farm stay operators indicated that the

main reason for establishing the farm stay operation was the personal satisfaction of meeting people and

l earning new cultureso he Share New Zeatadd wiebsite hasen the, 199
guestSioomwh® do it?06 by explaining that Ato all of
from around the world and showing them some goo0C
home is the motivation for being involvedi t hi s 6gamedé it iis the socia
your guests that is the best reason to get involywv

The reasons for this soci al motivation are var
domi nate the management of N €ty thize quartars of &som haseram st
mean age of 4@ears. At this age many of their children would have either left home or would be
teenagers. 0 ( Sh ak.uOthera motk thél adilityof farch ,touridn® ® TJunteract the
isolationism of living in remote areas. Finallygsearch shows tourism hosts are often travelled and
sophisticated, and enjoy the intellectual stimulation from meeting and hosting people (TNZ, 2002)

During the early tonid 1990s, theggovernment played a facilitator role encouraging farm tourism.
AMAFO6s work in rural tourism is an example where
of sustainable agriculture has identified another commercial landTbeeinitiating framework was the
former Minister of Agriculturebés Rur al Strategy C
adverse climatic events, low commodity prices and economic restructuring. The groups were run by MAF
regionalstdff t o assi st farmers and other | andowners i de
has achieved four outcomes. MAF has: assisted local communities and farmers to identify an economic
opportunity; brought the needs of rural tourism operators tatteation of the tourism industry; facilitated
the flow of information on rural tourism to potential operators, communities, local government and other
agenci es; and, been a <catalyst in developing su
(Pomerg, 1997) The facilitation role included the publication of a book entiflédnking of starting in
rural tourism? A resource boak 1994.

Another factor that played a role in developing accommodation services was the establishment of an
industry organiation. The New Zealand Association of Farm & Home Hosts was establishedJaty 17
1987 by an association of personally hosted accommodation owner/operators throughout NewaZealand
the request of what was then the New Zealand Tourism Board. The Bodedlwham increasingly popular
and expanding hosted accommodation sector to have a national voice and provide quality assurance.
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Whilst the legal name continues, the dayday name of @home New Zealand was adopted in 2003 when
the organisation was+4&andel.

There has also been an increase indemand®or m t our i sm services. AFar
of more broadly based changes in New Zeal andos
international and domestic tourism as sources of profit fobo usi nesses in rur al as

(Joseph, Lidgard and Bedford, 2001). The number of international visitors to New Zbatariden from
1.6million in 1999 to 2.5million in 2007, an annual increase of over 7%. The changing demographic
natue of the domestic population has also had an impact on demand. Most New Zealanders, while living
in an urban environment, recognise the importance of agriculture to the economy and/or their farming
roots. With the days of being able to holiday on the fafrfamily or friends a thing of the past due to a
reduction in the number of farms, many families take their children to farm stays.

Multiplier effects of agriculture and other rural activities

Statistics New Zealand has been producing national levet-mpput tables on eegular basis since
1953. The 1996 intendustry study, covering the year ended March 1996, was the andtimost recent
study to be undertaken by Statistics New Zeal&¥ithin New Zealand, no official regional inpattput
tables a& compiled. Private developers use 1sonveybased methods for regional inpuitput table
development that rely on the national level inputput tables published by Statistics New Zealand. It is
unlikely that an official statistical series would beveleped using current regional inpottput
methodologies employed in New Zealande do key methodological issugaNZ, 2003)

At the national level, a comprehensive analysis of the production structure and inter industry linkages
of all sectors in theanomy based on the 1996 input output tables, was recently undertaken by Claus
(2002). The study include the calculation of a value added production multiplier, medbarutigect and
indirect contribution of a unit increase in final demand to value chdde specific industry refiwe to
other industries. Tabk presents the ranking of the agricultural sectors and selected other industries
relating to agrdood industries, tourism and public services according to their value added production
multiplier.

Regional inpubutput tables and related multipliers have been established for agriculture and other
industries in reports measuring the impact on a local economy of: natural exgnBeyin, 2007); land
use changes, such as the move away from dgnialiproduction into plantation forestrg.¢ Butcher
1997); or major regional economic development issues such as water alloeajibtairis et al, 2004).
These studies are not comparable because they vary in terms of the economic variablenbilaged,
e.g.employment or GDP multipliers, and the range of direct, indirect and iddoudtiplier effects
included.

Bevin reports on the mediuterm economic effects within the East Coast of the North Island of a
major drought which impacted the speand beef farming sector during the first half of 280Vhe East
Coast is a key component of the New Zealand sheep/beef farming sector, accounting for approximately a
guarter of national sheep/beef livestock numbers. The study estimates that the dhwegf aactor in the
East Coast has a regial gross output multiplier &.1; a value added/GDP multiplier 8f8; and a net
household income multiplier &.2. Multipliers for other sectors are not calculated.

11 For the purposes of Bempasesdhe Gisbbroedapd Havwke's BRyarsgions,Goda s t
the territorialdistricts of Tararua, Masterton, Carterton and South Wairarapa.
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Table 4. National ranking of selected industries according to their value added production multiplier

Industry Ranking .
(rank out of 126 industries)
Central government administration 6
Local government administration services and civil defence 8
Bars, cafes and restaurants 13
Meat processing 14
Accommodation 21
Forestry 27
Dairy product manufacturing 40
Dairy cattle farming 43
Services to agriculture, hunting and trapping 46
Other horticulture 53
Kiwifruit growing 60
Apple and pear growing 62
Fruit and vegetable, oil and fat, cereal and flour manufacturing 63
Other farming 64
Logging 65
Mixed livestock and cropping 73
Other fruit growing 75
Services to forestry 79
Sheep and beef cattle farming 86

Source: Claus, 2002

Butcher considers the employment effects of expanding forestigtiod in the Mackenzie/Waitaki
Basin. The study estimates that sheep farming in the Basin generates 0.33 Full Time Edobv&Fari)
directly for every 1000 Stock Units (SU). The additional impacts of farm spending and purchases of inputs
make a totaémployment impact in the Basin of OFTEs per 1000SU. Forestry, excluding processing, is
estimated to generate perhapsj8t® in the Basin paghousanch e ct ar e s . Butcher <concl
asforestry displaces less than $0 perhectare employment will eventually be higher under forestry than
under farming. o

Harriset al study the economic costs and benefits to the Waitaki catchment of various alternative uses
of the water contained in the Waitaki Rivetg.irrigation schemes and hydroeléctpower generatiol.
In carrying out the study, output, employment and value added multipliers were calculated for the Waitaki
catchmen for various industries. Tabk presents the results for a selected range of industries, ranked
according to their vale added multiplier.

It could be tentatively concluded, based on the limited range of studies, and with the caveats noted
above, that in terms of its value added multiplier agricultural production ranks lower thafo@dro
industries, industries associdt@ith tourism and public services. Within agriculture, dairy and horticulture
appearto rank higher than sheep and beef farming. However, as shown in the two tables, rankings are
likely to vary at a regional level from those calculated at the natiorell lev

12. The Waitaki catchment is defined in the studyNorth Otago and South Canterbury, covering the Waitaki
District Council, Waimate District Council, Mackenzie District Council and Timaru District Council areas.
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Table 5. Ranking of selected industries in the Waitaki catchment

according to their value added multiplier

Industry Multiplier
Output Employment Value Added
Meat processing 1.98 2.65 3.18
Dairy product manufacturing 1.66 4.05 3.07
Central government administration 2.36 1.88 2.86
Local government administration 2.32 2.70 2.47
Accommodation, bars, restaurants and cafes 2.21 1.36 2.15
Services to agriculture 2.01 1.40 1.93
Horticulture and fruit growing 2.24 1.35 1.92
Dairy cattle farming 1.98 1.56 1.64
Livestock and cropping farming 1.64 1.40 1.55
Other farming 1.57 1.32 1.43

Source: Harris et al., 2004.
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ANNEX 1.

BACKGROUND MAPS AND TABLES

Annex Table 1. Sample construction of the rurality index

Home Workplace address meshblocl§ Urban area multipliers
addrecs percentage of employed population . . NISr?]%);r
meshblock Main Second Minor Rural Néilzln) Secc()xnzd) 'X(T%;
2311 0 0 0 100 0 0 0 0
2806 0 3.1 0 96.9 0 6.2 0 6.2
2761 0 4.4 22.2 73.3 0 8.8 33.3 42.1
2817 0 28.6 42.9 28.6 0 57.2 64.3 121.5
2500 40.2 0 14.9 44.8 160.8 0 22.3 183.1
2486 54.5 0 6.8 38.6 218 0 10.2 228.2
2712 100 0 0 0 400 0 0 400
Index
01 25 Highly rural/remote areas

267 100 Rural areas with low urban influence
1017 200 Rural areas with moderate urban influence
2017 400 Rural areas with high urban influence

Source: Goodyear (2005).

The three biggest regions in terms of land area are found in the South Island: @antdgo and
Southland. Auckland, Canterbury and Wellington are the largest in terms of population, employment, and
GDP. Apart from Auckland and Wellington, Taranaki and Southland are the only regions where the share
of GDP is greateian their share gfopulation.

33



Annex Table 2. Share of regions in total land, population, employment and GDP, 2001

Land Population Employment GDP

New Zealand (million) 27.035 3.737 1.727 115,941
hectares persons persons 2003%

Total North Island 43.4 75.7 74.5 78.7
Northland 4.8 3.7 3.2 2.7
Auckland 1.9 31.0 30.9 34.7
Waikato 9.1 9.6 9.4 8.7
Bay of Plenty 4.6 6.4 5.8 5.3
Gisborne 3.2 1.2 1.0 0.8
Hawke's Bay 5.4 3.8 3.7 3.3
Taranaki 2.8 2.8 2.7 4.0
Manawatu-Wanganui 8.5 5.9 5.7 4.5
Wellington 3.1 11.3 12.1 14.7
Total South Island 56.8 24.3 25.4 21.3
Tasman and Nelson® 3.9 2.2 2.3 1.8
Marlborough 4.0 1.1 11 0.9
West Coast 8.9 0.8 0.8 0.7
Canterbury 17.1 12.9 13.6 11.4
Otago 11.9 4.9 5.0 4.0
Southland 11.0 2.4 2.6 2.5

Source: SNZ (2006a) and SNZ (2006b).
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Annex Figure 1. Urban/Rural profile categories, North Island

Urban/Rural Profile Categories

- Main urban area

Satelite urban community

- Independent urban community

- Rural area with high urban influence

Rural area with moderate urban influence

— State highway

Source: Statistics New Zealand,
Census of Population and Dwellings, 2001
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Annex Figure 2. Urban/Rural profile categories, South Island

Urban/Rural Profile Categories

- Main urban area

Satellite urban community

- Independent urban community

- Rural area with high urban influence

Rural area with moderate urban influence

— Ctate highway

Source: Statistics New Zealand,
Census of Population and Dwellings, 2001
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Annex Figure 3. The sixteen regions of New Zealand

Source: SNZ (2007).
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