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Agriculture’s role in  
a changing world 

It could be argued that consumers are closer to their food 
today than they have ever been. In a world dominated by 
communication and interaction, rarely has agriculture, or more 
specifically, food, played such an important role in society. 

This brings as many challenges as it does opportunities for 
British farmers. On the one hand, they have an engaged 
consumer keen to know more about how the staples of their diet 
make the journey from field to fork. But with this intuition comes 
scrutiny, and it’s fast becoming as much of a job for the farmer to 
be an advocate for the countryside as it is to drive the tractor. 

Farm Profitability Under  
Sustained Pressure
No sooner had the dairy industry seen off the 2011 milk price 
crash and set out on the long road back to profitability, the 
processors began to slash prices again. 

According to statutory levy board AHDB Dairy, around 400 dairy 
farmers have left the industry in the past 12 months with the 
majority unable to sustain milk price cuts which have seen prices 
drop from in excess of 30p/litre in late 2103 to below 18p/litre 
today in some quarters. 

At the heart of the issue is global oversupply and Russia’s ban 
on all dairy imports from Europe.

UK milk production has risen by around 9% in the past three 
years, and other European countries have experienced the 
same level of output increase. This has led to more milk being 
produced and, with Vladimir Putin effectively closing the UK’s 
dairy export market to Russia, there are fewer markets for 
products. Prior to the ban, powdered milk, cheese and butter 
were the country’s three key imported products. 

Although Britain sold relatively small quantities of food to 
Moscow, total UK dairy exports fell by £1.2bn last year, as there 
was an excess of supply across the EU, which had previously 
provided more than 80% of Russia’s dairy imports.

Arable farmers too are facing one of the toughest economic 
situations in recent years. Wheat, barley and oilseed rape prices 
have all struggled to reach profitable levels during the past 
growing season. 

The Department for the Environment, Food and Rural Affairs 
(Defra) released statistics in October which revealed the extent 
of the problem. The figures showed that the average arable farm 
made an income of £41,000 in 2014/15 – down 9% year-on-year. 
Wheat prices struggled to make £100/tonne in 2015, less than 
half what it made in 2011/12. 

Beef and sheep farmers were one of the only industries that the 
Defra data showed to have had a better year, but only because of 
a trend for diversification of activities to supplement farm incomes.

Political Stability and  
Environmental Issues
The confirmation of a Tory government for the next five years 
was largely celebrated within the farming community. Not only 
did it allow continuity in the lobbying work carried out under a 
coalition government, but it also confirmed that a number of key 
policy issues – such as the trial culling of badgers to eradicate 
bovine TB in cattle – would not be halted in its tracks by a 
change of leadership. 

Volatility – the new watchword in agriculture – brought on by 
British products becoming increasingly exposed to global 
markets is hard enough to deal with without a domestic 
government moving the goalposts. 

This stability, however, was not enough to fight European 
reforms under the Common Agricultural Policy which has been 
the biggest change for farmers to adapt to in the past 12 months. 
In essence, it has led to farmers having to do more to enhance 
their environmental credentials while at the same time getting 
paid less in subsidies for doing so. 

In the second of a series of agriculture sector updates, BTG Global Advisory 
looks at producing the best food possible, responsibly and profitably and  
highlights the ongoing challenges for the UK’s farming industry.
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Even at a time of depressed prices for most in the industry, the 
science and the art of farming continues to progress apace. A 
recent survey of farmers by URSULA Agriculture showed that 
more than half had already bought or were considering the 
use of a drone for their farm. These unmanned aircraft can be 
seen all over the UK – primarily on arable farms – scanning 
the ground to assess where farmers have problem areas with 
weeds or poor crop growth. The technology has the potential to 
integrate with data collected on the ground during spraying so 
that only the crops that require treatment are given it. This has 
huge implications for the cost of inputs for the farmer and should 
also have a beneficial impact on the environment.

Non-farmers Buying Farmland
Investors are also continuing their interest in farming, or more 
specifically, farmland. 

For generations, land has been a fantastic asset for the farm’s 
finances. It has allowed farmers to borrow from the banks to 
invest and energise their businesses, and it has also been an 
attractive proposition for investors who want to put their money 
in an appreciating asset. Perhaps unsurprisingly, farmers have 
always been the main buyers of land and those actively farming 
have traditionally been about 50% of the buyer profile; in the past 
ten years, active farmers have increased to about 60%. 

But such is the attractiveness of farmland as an investment 
opportunity, 2015 has been a landmark year in the market. Two 
of the UK’s leading land agencies – Savills and Strutt & Parker – 
both report a turning of the tide in their data for the year to date. 
Strutt & Parker reports that just 38% of land and farms sold in 
England and Scotland this year has been bought by farmers. 
That represents a drop of 20% on 2014. Savills expresses the 
data in a different way, but agrees that farmer buyers are now in 
the minority. 

A number of factors, the agencies say, are influencing the 
situation. First, farm incomes are under enormous pressure and 
cash flow is not readily available. Both agree that farmer buyers 
are still active, but that they lack the financial clout to be able to 
be the highest bidder. 

Secondly, investor buyers still see land as a safe asset. Average 
farmland values are still above £8,000/acre – more than eight 
times what they were in the early 1990s – and despite a recent 
plateauing of prices, the long-term forecast remains strong. 

Thirdly, the wealthy lifestyle buyer is back looking for a sporting 
estate to call home, or a small lifestyle farm to live out their 
‘Good Life’ ambitions. 

Housing developments may have a significant effect on the 
market in 2016 as the surge in new homes being built is leading 
to property developers paying huge premiums for strategic 
farmland, leaving farmers with large sums of money to spend 
within seven years to claim rollover tax relief.

The move is perhaps representative of the mood of Europe, both 
from policymakers and the public. 

The staunch environmentalist is fast becoming farming’s 
most fierce opponent. As farmers look to scale up operations, 
boost yields and increase their cropped area, environmental 
campaigners are demanding that wildlife and natural habitats  
are protected. 

Farmers are quick to point to the plethora of hoops they are 
obligated to jump through in order to receive subsidies. But lines 
are beginning to blur around the use of crop protection products. 
A growing lobby is speaking very publicly about the damage 
these products do to the environment – killing pollinators being 
a leading concern. Meanwhile, farmers argue that yields will 
fall and food will become more expensive if the use of certain 
pesticides and insecticides are banned. 

Number one on the hit list is neonicotinoid – an insecticide 
used by oilseed rape growers to control a beetle pest. Its use 
had been banned, but the National Farmers’ Union has won an 
appeal to overturn the decision to allow farmers to use it on an 
emergency basis. Glyphosate – another chemical used on food 
crops – is also under the spotlight amid accusation and counter-
accusation that it is carcinogenic. 

National newspaper columnists such as George Monbiot are 
also leading campaigns to see the UK’s uplands rewilded, 
perhaps even with the reintroduction of beavers and lynx to  
the countryside. 

Many of these battles are being waged in the media and there 
are certainly no winners yet, but farming is under no doubt that 
it now has to demonstrate its environmental credentials in a 
transparent manner if it is to continue to harness public support 
for the industry.

Public Support
Despite the battle of wills over the environment, the public 
remains absolutely fascinated with farming. The UK’s Open 
Farm Sunday event is the brainchild of a small charity – Linking 
Environment and Food (LEAF) – and has been so successful 
that on one day this year more than 290,000 people visited 
farms to find out about agriculture and food production. 

The initiative started ten years ago and has seen more than 
1,000 farmers open their gates to the public to showcase what 
they do. For many schools and families, it is the only time in 
the year that they will be exposed to farming and have the 
opportunity to see how their food is produced at first hand. 

Big kit is always a draw, and Britain’s farmers are rightly proud 
of the advances that have been achieved. Farming technology 
– both in the lab and in the cab – continues to astound. This 
year a Lincolnshire farmer smashed the world record for a crop 
of wheat by recording 16.5t/ha – more than 2t/ha higher than 
the existing world record, held by a New Zealand farmer. That 
all came just weeks after the same farmer, Tim Lamyman, had 
broken the world record for an oilseed rape yield. 
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The End of the Renewable Boom
One such diversification has been into renewable energy generation. 

Few industries adopted the technology with quite the enthusiasm 
of agriculture. With the money to invest in solar panels, wind 
turbines and anaerobic digestion plants to turn waste into heat 
and electricity, the extra incentive of a subsidy payment through 
the feed-in tariff was all that was required. 

Some dipped their toes into the water and invested in some 
small form of renewable technology, while others went the whole 
hog, notably a Berkshire farmer who became the first person in 
Europe to install a floating solar array on an irrigation reservoir.

Those who were the early adopters seem to be the ones who 
will win in the long run as the government has now decided to 
reduce the amount of support to renewable technologies. Under 
the government’s plans, the smallest solar arrays with less than 
4kW of capacity would see generation tariffs on offer cut by 87% 
from January. 

A new degression pathway for cutting tariffs each quarter is also 
being proposed that would see FiT (Feed-in Tariffs) incentives 
end for many farm-scale installations made after January 2019.

It may slow or even end the renewable energy boom in farming 
– one that’s been an important part of agriculture’s message that 
it looks after the environment as well as food production, but as 
ever, the search goes on for the next big thing.
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