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Purpose of Report 

The purpose of this report is to report the main findings of an economic impact study of agriculture in 0 
Lanarkshire and agree how the recommendations should be taken forward. 

Introduction 

In July 1998, North and South Lanarkshire Council, LDA and the National Farmers Union (NFU), 
commissioned the Scottish Agricultural College (SAC) to report on the present and future impact of 
agriculture on the economy of Lanarkshire. 

This report is now at final draft stage, and after the European elections shall be available for public 
dissemination. This report outlines the main findings and proposes how the partners plan to take 
forward the recommendations. 

Main Findings 

The study included a detailed analysis of existing data sources to provide an overview of agriculture in 
Lanarkshire, supplemented by a questionnaire sent to 500 farmers, to provide further farm details, and 
to solicit views on a range of issues relating to Agenda 2000, employment, and, succession planning 
amongst others. 

The main findings of the study are: 

In 1998, the annual agricultural census shows there to be 1171 occupiers, or proprietors of 
businesses within Lanarkshire. 

They provide full and regular part time employment for 2984 people. This is a decline of 7% 
since 1992 and accounts for around 1.1% of the total active Lanarkshire workforce. 

Alongside a decline in the total agricultural workforce there has been a decline in the total number 
of occupiers of agricultural land - it is estimated that the number of agricultural businesses in 
Lanarkshire has declined by 6.5% between 1992 and 1997. 
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In 1998, it is estimated that 55% of surveyed farms reported profits of less than f10,OOO. At this 
level of profitability there is a real danger of social deprivation and consequently a need for family 
income support, arising among the farming community. On average turnover is estimated to have 
fallen by 10% and profits by 50% between 1997 and 1998. 

Consequently, in 1998, 72% of businesses surveyed reported increased borrowings compared to 
41% a year earlier. The scale of borrowing has also increased. 

Estimates of the importance of direct support from the EU and National Government show these 
payments to average around 23% of turnover. Consequently any significant reduction in support 
payments will wipe out profits of many Lanarkshire farm businesses. 

The current economic constraints facing the industry will impact on farm business decisions over 
the next five years, with businesses reducing, and controlling costs more closely. 

For some businesses, non-agricultural options are being considered. A significant number are 
considering retiring (28%), 16% are seeking off farm employment and 20% are considering some 
form of diversification. 

0 Profitability projections were prepared for the 3 main farm types in Lanarkshire (dairy farms, hill 
sheep farms and less favoured area beef and sheep farms, with this latter group making up the 
majority), to try to determine the scale of the effects of poor product prices and the likely effects 
of Agenda 2000. 

Hill sheep farms have suffered a significant reduction in their level of profitability, and are likely 
to have seen significant levels of capital erosion. This trend shows some signs of improving 
following Agenda 2000, however, without significant improvement in product prices, this type of 
unit is likely to continue to erode capital. Many hill sheep units will not continue to remain viable, 
even where the balance sheet is strong and levels of indebtedness are low. Even the dairy units 
with much larger overall levels of output are likely to produce levels of performance that will be 
close to break even, leaving very little potential for investment in the business, or in the local 
community. 

Less favoured area (LFA) beef and sheep farms have also suffered an erosion of capital during 
1997 and 1998. Improvements in trading performance are expected as the level of direct subsidy 
support to this type of business is expected to rise. Despite this, only those businesses with the 
strongest balance sheets can be described as viable. 

Dairy farms have also experienced a dramatic drop in profitability. The Agenda 2000 proposal to 
delay the start of the dairy sector reform to 2005, means that this sector will have to rely on 
improvements in price and efficiency to be able to increase profits in the short term. 

4. North Lanarkshire Issues 

4.1 The impact of agriculture in North Lanarkshire is significantly less than in South Lanarkshire. 

North Lanarkshire has only 0.4% of the active workforce (567 people) working in primary 
agriculture, while South Lanarkshire has 1.9% agricultural employment (2,417). 

Average employment on North Lanarkshire farms is 2.45 people compared to 2.56 in South 
Lanarkshire farms. 
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The rate of decline in the number of full time farm businesses has been greater in South 
Lanarkshire than North Lanarkshire. However when part-time farming is considered North 
Lanarkshire has seen a greater decline than South Lanarkshire. The decline in the total number of 
businesses has resulted in the average farm size increasing in both North Lanarkshire and South 
Lanarkshire however: the average farm size is bigger in South Lanarkshire than North 
Lanarkshire. 

Results of the farm survey carried out as part of this study show North Lanarkshire farms to have a 
smaller turnover and profit than South Lanarkshire farms. Equally North Lanarkshire farms are 
shown to have a lower turnover and profit than the Scottish average whiIe South Lanarkshire 
farms generally achieve better results than the Scottish average. 

In 1998 it is estimated that 53% of surveyed farms report a profit of less than 210,000. Two 
thirds, 66% of North Lanarkshire farms had profits of less than 210,000. At this level of 
profitability there is a real danger of social deprivation, and consequently a need for Family 
Income Support, arising among the farming community. 

However many farm households have income from activities other than farming. 50% of 
businesses surveyed indicated that they had family members working in non-agricultural jobs on- 
farm or in off-farm jobs. In North Lanarkshire this rose to 61% of businesses surveyed. The 
survey shows 38% of North Lanarkshire farms draw less than 50% of household income from 
farming compared to 18% of South Lanarkshire farms. One third of the businesses surveyed in 
North Lanarkshire declared that they had no obvious family successor. 

e 

The survey asked respondents to rank a series of potential constraints on business development. 
All businesses ranked low profitability, uncertainty over future EU policy measures and marketing 
of produce significant constraints. However, North Lanarkshire, with its smaller farms and higher 
level of pluriactivity ranked planning regulations as a more significant constraint than South 
Lanarkshire businesses. North Lanarkshire businesses were also more concerned about 
successionhetirement planning and farm diversification opportunities than businesses in South 
Lanarkshire. The larger farm businesses of South Lanarkshire were more concerned about the 
continuation of the livestock quota measures on which support payments are dependent and the 
administrative and business management skills necessary for modem farm businesses in than 
businesses in North Lanarkshire. 

5. Conclusions 

5.1 The agricultural industry has suffered a major downturn in its profitability, which if prolonged will 
bring into question the sustainability of a significant number of businesses. It will also lead to the real 
risk of social deprivation among farm households. 

5.2 It seems likely that farm businesses will restructure over the medium term with a number of businesses 
choosing to exit the industry while others expand and specialise. 

5.3 A significant number of businesses will consider some form of diversification. However, for a 
proportion of these businesses this diversification is likely to be in the form of paid employment rather 
than new business development. For this change to take place significant support and guidance will be 
required from economic development agencies. Some of this economic development support currently 
exists although knowledge of these measures is not good among the farming community. It must be 
remembered that EC State Aid Rules also play a part in what support can be made available. 

5.4 Whilst the report also indicates that the agriculture sector in North Lanarkshire is relatively small and 
that a significant number of those employed in agriculture have access to income from other sectors, 
the wider impact of this decline on the rural economy could be significant. 
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6. Next Steps 

6.1 As the findings of this study show, the agricultural industry is facing a very serious situation. The NFU 
believe, that although farmers are aware that there are problems, they are not aware of the extent or 
severity of these problems. To address the issues raised in the report and to inform relevant bodies of 
the current crisis, the following steps are recommended as appropriate actions. 

6.2 The LDA, as part of Changing Gear, is seeking to develop a Rural Strategy both to promote and 
safeguard economic development and rural regeneration within the village and rural areas across 
Lanarkshire. A report considered at the Policy and Resources (Community Development) Sub 
Committee, (Feb.99) approved the Council participation in the development of this strategy. 

6.3 In addition the Chief Executives Department are beginning the process of preparing the Council’s own 
corporate framework for work in rural areas. 

6.4 The Council are also part of the Central Scotland Local Rural Partnership (CSLRP). 

6.5 The partners involved in commissioning this report have decided not to formally launch the report ( 
due to European elections) but instead use the findings of the study to inform the work already being 
undertaken towards the development of rural strategies. The development of these strategies will 
incorporate action planning processes, which will see the development of appropriate courses of actions 
and services. 
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6.6 The issues raised in this report are relevant to many of the services provided by North Lanarkshire 
Council. It is therefore recommended that copies of the report are issued to all departments.. 

6.7 Copies of this report have been distributed by the LDA to the Scottish Office, MPs and MSPs. 

6.5 Full copies of the report can be made available to elected members on request. 

7.0. Recommendation 

7.1 The Economic Development Committee note the contents of this report and: 

7.2 

a 7.3 

Approve the findings of the study 

Use the findings of the study to influence the development of the North Lanarkshire Rural Strategy, the 
LDA Rural Strategy and their respective policy frameworks and action plans 

7.4 Circulate copies of the report to all Council Departments 
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For further information please contact Caitriona McAuley, Senior Economic Development Officer. 
Telephone : 01236 616279 




