DIVERSIFICATION: A COMMON
SENSE STRATEGY
with Simon Bruce, Partner at White Bruce Sustainable Rural Development

As a schoolboy, at lunchtime, I occasionally had the great thrill of going to the
parade of shops nearby and going into the bakers. The reason was that they
sold cream buns! I was delighted by their taste and texture. I wasn’t
interested in the Eccles cakes, or the Belgian buns, donuts and certainly not
the quiches. They were for other people to ponder. As for the loaves of
bread, be they granary, wholemeal, plain white, French loaves, cottage
loaves or bloomers, well that was something that my mother could figure out.
I trusted her to buy for the family. I was only interested in myself.
Looking back on that experience from 50 years on, I can now see what a
clever strategy that baker had developed. Different customer types want
different things. I dare say that during the school holidays he did not make so
many cream buns, but he made more family sized cakes. A clever business
caters for markets as they change, whether that is seasonally or structurally.
Simon bruce

Diversification, to me, is common sense. The question the baker was trying to answer was how to maximise his
overall return from the fixed capital and overheads he was employing in his business. He might not have
expressed it like that. He may have been highly intuitive in the way he went about his business. What is more I
do not know if he maximised his return, but he continued to make a range of products for as long as I was at
school, so I can only assume that for him it was a strategy that worked. It certainly did for me.
Most businesses, irrespective of their size or nature, have a decision to make once they become established. Do
they become specialists or generalists? There is no simple answer to this question. Specialism means putting all
your eggs into one basket. And continually doing that. If you have an innovative approach or product that is
difficult to mimic, coupled with an expanding customer base, and a commanding position so you can control the
sales price of your product, then maybe it is a good idea. At least for a time. Think of Apple computers.
But if you are working in a mature industry, such as farming, the opportunities to specialise are much more
limited. So if specialising is not an option open to you then diversifying your business income is probably going to
be a better approach. That said, the decision as to how to diversify needs to be taken very carefully. For there
are risks in diversification, both financially and operationally. Farms are capital intensive businesses. Finding
capital to start a new venture is not easy. And there is competition, even within the business, for capital. By
competition I mean, should you spend £100,000 to set up a new activity or to support the existing one? And any
new income stream needs an element of specialism to effectively manage it.
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Likewise operationally, if you are spending all your time looking after your present business set up, how are you
going to find the time to investigate, research, financially model, make new connections, market and start your
new venture?
Often something must give. It is a fact that no-one can do everything, all the time. I strongly suggest that is when
you need to turn to your trusted advisors to talk to about your plans. Talking to those you trust can help you make
a decision based upon considered assumptions and facts, rather than solely guided by your hopes and fears. A
good accountant can not only develop a financial model which enables you to see things in the round, but they
can also listen to your plans and steer you in a direction that is proper for you. They can point out some of the
risks that you had not thought of. They may even know people who have already made the type of changes you
are thinking about who could, in turn, help you.
We are living through a time of rapid change. In the next few months we shall be out of the transition stage of
Brexit, the way in which farms and farmers are financially subsidised will be changing, and farmers will be
expected to play a significant role in the UK’s commitment to having net zero carbon emissions by 2050. The old
ways are no longer going to work for the new future.
UK farmers have always played an essential part in feeding the nation, being custodians of the countryside, and
now support the global commitment to reduce greenhouse gases. All of this on top of the need to make a living,
support your family, and save for your retirement. It is a tall order.
Never before has the need to find a common-sense strategy which can deliver on all these measures been so
urgent. I suggest, with so many thoughts whirling around, that you can do far worse than thinking of my
schoolboy’s baker’s shop for inspiration and insight.

If you are thinking about how to diversify your farm and overcome some of the challenges you face, or
want to talk about your current farm business set up, I would be happy to have a chat with you. Please
email me on simon.bruce@whitebruce.com or phone on 07785 908120.
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