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Recession In farming?

| am asked every day “How
is business — have you been
affected by this recession
yet?” My answer to all has
been “So far so good but we
take nothing for granted.”
What | mean is that we
simply don’t know how long
this downturn is going to last
and hope the phone doesn’t
stop ringing!

Despite the fact that | was
born only a year before
the ‘66 World Cup | have
not really experienced working in difficult
times. During the last two recessions | was
either at college or milking cows. So escape
from serious nancial hardship has relied on
lucky timing! Perhaps the real reason is that
the farming industry isn't affected by general
economic recession in the way that others
industries are. And that is because, almost no
matter what happens, families will continue
to consume mountains of bread, pour gal-
lons of milk onto their corn akes and Mac-
Donald’s will go on selling just as many Big
Macs as usual. So there it is — we have to eat
so farming is recession proof!

This is, of course, ludicrous. Farming
has suffered a prolonged recession for at
least 10 years (some would say 30) which
has resulted in massive job losses. In 1990
there were 35,000 dairy herds in England &
Wales, today there are less than 15,000. That
equates to a loss of 40,000 jobs
which doesn’t include those who
were employed to keep the bulk
tanks working or the cows being
fed. The picture is the same in
the other sectors and the trend
of a falling number of farmers
attempting to produce the same
quantity of food shows no sign
of slowing down. In other indus-
tries — e.g. motor, construction,
retail and nance — that scale of
job losses would have caused
alarm. But the farming recession
has been going on for so long that
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nobody takes any notice.
After all why would govern-
ment or the media pay any
attention when a cheap and
plentiful supply of food has
been available throughout?
And we can’t blame con-
sumers either; even the
widely publicised Foot &
Mouth outbreak, with the
ensuing loss of cattle and
sheep, had no impact on the
Sunday roast or the super -
markets pro ts!

So does this latest recession have any greater
relevance to the farming sector? | think per -
haps the impact could be more significant
than we might have rst thought. The South
East farming sector has changed signi cantly
over the last twenty years. New streams of
income have developed as the rural economy
has bene tted from the increased prosperity
experienced by the masses. Start-up busi-
nesses have ourished in buildings formally
thought redundant. In fact, many have given
up marginal or loss making farming enter -
prises because they could see better returns
from letting the buildings. Woodland has
become home to paintballing, survival games
and cycle-cross. And an increasing number
have taken to supplying local, more expen -
sive, food to discerning buyers able to be
choosy. This has given a new lease of life to
a number of livestock producers and local

butchers. Wherever you go there is evidence
of this type of diversi cation.

Diversi cation is no longer the buzz word
it once was. It is now normal to generate sig-
ni cant income from the types of enterprises
discussed above. However, during the last
ten years it has often been the case that this
new income has been 100% of the profit.
What then will be the impact if a faltering
economy interrupts income from these new
enterprises?

If we had been looking at this situation
eighteen months ago we would have con-
cluded that the impact would not be too
serious because returns from food produc-
tion were at last going to provide a sustain-
able level of prot. In future this may well
prove to be the case but the last eight months
have, once again, taught us just how volatile
the agricultural sector can be. For many the
result from the 2008/09 year is not going to
be as everyone had hoped and the outlook
for the next year is uncertain.

It is, of course, easy to state the obvious
but much harder to spot solutions. For the
farming enterprises the answers are the same
as they have been for decades — look hard
at costs, maximise income from all types of
subsidy, co-operate to bring economies of
scale and look carefully at the marketing, i.e.
give the customer what he wants. For the non
farming enterprises the majority of income
comes from rent. If tenants are struggling to
pay then consider cutting rents. This might

be painful but an empty building
earns nothing.

Now might also be the time
to think about investing in new
enterprises to bring rewards
later. The downturn in construc-
tion means that builders will
be getting cheaper and useful
grants are available to part fund
projects. There will also be
opportunities to release capital
to buy cheaper houses. It might
be too hard to see just now but
there will be good opportunities
for those willing to take them.
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