Welcome to Time to Plan...
FCN’s initiative to encourage and support the farming
community with planning ahead and managing through
change successfully.
Each month between October 2020 and March 2021, we
will be focusing on a different aspect of planning,
starting with the principles of managing change in
October.
Read on to find lots of useful tips and information
around approaching change with a positive attitude and
planning ahead for a changing future...
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DECEMBER:
DIVERSIFICATION AND
FINANCE

As part of our Time to Plan project, throughout the month
of December we have been focussing on the theme of
‘Diversification and Finance’.
This section on ‘Diversification and Finance’ will help in
the long term development goals of a farm business,
exploring how farm resources can be utilised to survive
in a competitive and changing market.
Financial management skills can support in improving
the farm businesses profitability and flow of work.
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1.

NFU MUTUAL’S 2020
DIVERSIFICATION REPORT
NFU Mutual’s 2020 Diversification Report explores the
latest trends, insights, and analysis to help UK farmers
explore opportunities for the future.
Visit: www.nfumutual.co.uk/farming/farming-diversification/
to find out more.
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2.

HOW TO GET YOUR LENDER TO SAY “YES”
Mark Lord ACIB MBIAC, Berrys

The banking and finance world has changed significantly in the
past decade with many farmers no longer having access to seeing
a Bank Manager face to face or to a specialist in the sector. If and
when you find somebody to look at your proposal, the first thing the
lender will ask for on most occasions is a plan.
I spent over 20 years as a Regional Agricultural Manager for a
Bank before taking early retirement in 2017 and moving to work as
a Business Consultant for Berrys. These days I support potential
borrowers in accessing the most appropriate finance for their
businesses.
Getting a Lender to say “yes” can be a challenge despite a strong
asset base as all Lenders want to see that the potential loan can
be serviced comfortably as well as well secured so they can be
sure they are lending responsibly.

Mark Lord

So what you do need to cover off when making a proposal to a lender?
This is by no means an exhaustive list – you may need to provide more or even less detail dependent
on the complexity of your proposal.

Background
Give a brief overview of your business history, what do you farm, what is the business structure,
have you borrowed & repaid money successfully in the past.

Purpose
What do you want the money for?
How will spending this money make a difference to your business?
What changes will you make to the business as a result of this spending?
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Amount
How much is your project costing?
Are you certain of this amount?
Have you included all costs & any contingency for overspending?
Do you need the funds in one amount or in stages?
What contribution are you making to the costs in terms of cash or security you are
providing?

Repayment
This is the really critical part of your plan. A lender will expect to see your last three years of
accounts at least to show the cash the business is generating and the cash needs of the
business. You may need to produce forecasts and budgets to show how things will change
in the future. Include some “what ifs” in any forecasts and budgets.
Calculate any loan repayments on a higher rate than you will be paying. With interest rates
so low, lenders will want to “stress test” your ability to service if costs increase to 5.5 or 6%.
Ensure the loan repayment term you are asking for is in line with the life expectancy of any
assets being purchased.
If you are considering an initial period of interest only borrowing, show the lender that you
will be able to cover the repayments once they include capital.

Security
Most lenders will lend up to 60 or 70% of the value of the security you are able to provide,
for example for a loan of £250,000 the security would need to be worth around £420,000.
Lenders are likely to need to have a Professional Valuation and the Approved Valuer will be
somebody they appoint.

For any further help or support please contact me on 07384 250136 or at
mark.lord@berrys .uk.com
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3.

WORKING ON A PLAN?
TEN STEPS AS A PROCESS
Jeremy Moody, Secretary and AdviserCentral Association of Agricultural Valuers (CAAV)

The 2020s are expected to see much change in
farming. Brexit may make the headlines and
many may focus on the coming loss of Basic
Payment but there is much else - from
technological development to changing markets
and public tastes as well as climate change and
environmental issues accelerating business
change.
These are all large issues that will work
themselves on each farm and so to be handled
by individuals and families taking decisions
about what they actually control – their time,
business and land. The answers may vary
widely. Avoiding a decision is still a decision but
one more likely to have adverse outcomes.

Jeremy Moody

Now is the time to take stock and advice, to review the situation and goals, come to decisions
and implement them in an orderly, considered and effective way. Simply burying yourself in
ever harder physical work or being preoccupied with the immediate is to allow change to
manage you.
This may often be helped by ensuring an outside perspective, perhaps a trusted adviser or a
facilitator who can both help see the larger picture and ease what might be difficult
conversations, drawing all in the family into the outcome.
One way to frame this is to ask where the individual or family could reasonably want to be in
10 years time. That sets a horizon beyond immediate issues, considering generational change,
pressures and opportunities.
Much of what may often be in that consideration can be summarised in the points now set out.
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Get the Basic Information Together
Make a record listing out the land and assets (a “terrier”)
What property or assets are useful or redundant (or likely to become so)? What might need expensive
work or replacement?
Who owns what? Often overlooked and sometimes complex this can be basic to any changes
Setting out strengths, weaknesses, opportunities and threats (SWOT analysis)
Yield mapping, soils surveys and other information about the farm’s potential and problems
Look at benchmarking for the performance of the farm business, both physically and financially. There
are a number of services for this, including AHDB.
What are the present skills of the existing people? Are skills in management, marketing, or relevant to
diversification available
How might the family change in the decade? Aging, death, marriage, adulthood etc.?
What are the risks of death, debt and divorce?

Assess How the Money Flows
Create a cashflow for the next twelve months (it might anyway please the bank manager)
Then test it to show the effects of changes in product prices and yields/volumes
Set realistic targets for the next 12-24 months (profit, yield, cash…)
DEFRA says just a third of farmers do any of this

With the Information Now Gathered, Use It
List out the issues thrown up by the review of the information gathered
Extend the cashflow forward over 3 to 5 years
Then adjust for the erosion of the Basic Payment – in the absence of better information take out 15 per
cent for each year
Again, test the adjusted cash flow to show the effects of changes in product prices and yields/volumes
Does it result in enough income to support your current lifestyle? Or any lifestyle?

While That May Gives a Clear and Possibly Disturbing Picture, Do Not Give Up
- It is the Start
Doing nothing is rarely the best option
List out the possible options from efficiency gains and enterprise choice to diversification and disposal
Review what are others doing. Always worth looking over the hedge for perspective.

The Option of Hunkering Down?
Trim costs to the bone
Focus on overheads, often a larger problem for a farm than variable costs and so anyway a good idea
Cut back on lifestyle expenses … necessary if this is to work
Consider the implications for the next generation, if there is one
This may be just delaying the inevitable
This might be an appropriate strategy in some cases, as for an elderly owner no succession who can
progressively sell assets (when a bank might support it as a deliberate choice). It might also be apt for
someone moving to focus on other income generation.
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Can You Work with Neighbours?
Farms generally carry too much machinery to be used efficiently. Answers can range from simple
machinery sharing arrangements to some form of machinery ring or mutual contracting with other farmers
for different operations.
Is the farm an optimum size? Might renting land between neighbours, even seasonally, help both? Is it still
worth renting that outlying parcel?

Are You Making the Best Use of Your Land?
Field by field, what does data say? Is each parcel helping pay for your overheads and your breakfast?
If the scale or area of the farm were reduced, can overheads be cut more sharply?
Would you be better off putting land (even banks and corners) into an environmental agreement?
Do you have land suiting a longer term agreement?

Are You Making the Best Use of Other Assets?
Are there diversification possibilities? (and if so, why only think about it now?)
How long would it take to develop? What would it cost? Increase both these figures when testing feasibility.
Could this involve family members who might have expected to live off the farm? Or others with better
skills and/or capital
Might any of the farm be feasible for building development over the next ten years?
How might all this fit into the succession plan?

Do You Have the Appetite for the Next 10 Years and Such Changes?
Changes on this scale will be fundamental
They need hard work and difficult decisions
They may need to borrow, commit or attract capital
The farm may change its size with land either bought or sold
Co-operative ventures reduce independence, whoever is doing the work, if they are to work effectively
Is now or soon the right time to pass the farm on to the next generation if it has more energy, better IT
skills and fewer pre-conceptions?

Is it Time to “Think the Unthinkable”?
Is it viable to contract out whole enterprises (whether combinable crops or breeding livestock)?
Might you let some or all of the land out for a better rent than being earnt from farming?
Those options can release working capital, avoid future reinvestment, allow you to stay in the house – and, if it
matters, preserve appearances Or is now the time to sell up and get out, perhaps before the asset base
erodes?

The Opportunity of Now
Brexit is a prompt for us to do many things we should do anyway
Basic Payment is going in England and Wales, innovation and environmental changes are coming anyway
How does each business position itself to manage this best for its objectives?
That is in each farmer’s hands.
Start now to use the time given by the phasing out of Basic Payment and use the best advice to find your
answer, managing change and not being managed by it.
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4.

DIVERSIFICATION OR DISTRACTION
Sarah Baker, Strategic Insight Manager, AHDB

With the recent announcement on English Agricultural Policy postBrexit, and the news that Direct Payments will be reduced by
around 50% by 2024, farmers will be examining their businesses
to work out how they can fill that funding shortfall.
Diversification would seem one such solution. Renting out unused
farm buildings as office space or workshops, starting a livery yard
or a glamping business, or renovating an old barn as an events
venue may all seem viable ways of bringing in extra revenue in
these challenging times.
However, in the AHDB publication, ‘The Characteristics of Top
Performing Farms’, the characteristics that define the top 25% of
performance in every sector includes specialisation. So how can
this be reconciled with the need to generate income?

Sarah Baker

Data suggests that farms that concentrate on doing one farming system rather than many tend
to be more profitable. It focuses the mind and prevents distractions. Fewer enterprises gather
fewer overheads. It also makes it easier to ensure each enterprise is an efficient and optimal
size. Enterprises tend to generate greater overall profit and return on income as they grow, up
to a point. Small farms can be efficient and successful if they are in proportion and costs and
time are curtailed to meet the enterprise requirements. Only grow a business once it is
operating at a high performance or the mistakes it contains will also grow.
Specialisation is also an indirect way to increase size. Many of the size issues are concerned
about enterprises rather than farms per se. For example, a 200-hectare mixed farm with
arable, dairy and beef is a small area for three major enterprises. However, if that farm was
solely a dairy farm, it would be a reasonable-sized farm and, therefore, benefit from economies
of scale associated with specialisation, as well as fewer overheads.
Diversification is more complicated. If a business is not already performing at the top of its
particular sector, whilst increasing income for the business, diversification can lead to a drop in
performance for the farming enterprise. Undertaking non-agricultural activities distracts from
farm performance.
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5.

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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6.

PREPARING THE SMALLER FARM FOR
MAKING TAX DIGITAL
Jo Tope, partner with Simpkins Edwards LLP

Smaller farms with taxable turnover of less than £85,000 will
be required to keep digital VAT business records and send
returns using MTD-compatible software from April 2022.
MTD has applied to businesses with taxable turnover in
excess of the VAT registration threshold (currently £85,000)
since April 2019 and it is now time for smaller VAT-registered
farms to prepare for the new regime.
It is important to remember that this does not require you to
keep additional records for VAT, but to record them digitally.
Whilst some farms will have to make only minor adjustments
to their existing processes, others will need to make more
significant changes depending on how they currently maintain
their business records.

Jo Tope

If it is not reasonable or practical for you to use computers, software or the internet to follow the rules
for Making Tax Digital for VAT, you can apply for an exemption. However, the bar for an exemption is
set high, with HMRC considering each application on a case by case basis. You will need to
demonstrate that you have exhausted ‘reasonable and practical’ options. For example, if an
exemption is applied for on the basis of age, this is unlikely to succeed if there is a younger partner in
the partnership. In practice, nearly all farms will be brought into MTD.
If you currently use software such as Sage, Xero or QuickBooks the good news is that these
packages will already be MTD-compliant, or these companies also offer versions of their software that
are compatible. We would suggest checking with your software provider that your version is sufficient
for MTD ahead of the deadline and in advance of the requirement to sign up for MTD with HMRC.
If you maintain records using Excel spreadsheets, this is acceptable under MTD but you will need to
use bridging software to submit the VAT return to HMRC. Bridging software has been developed by a
number of providers and your accountants should be able to direct you to a suitable solution.
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We have found many of our clients have used MTD as a prompt to move from manual records or
Excel to accounting software packages such as QuickBooks or Xero. One of the advantages of
using such software is that it can store your business receipts and invoices digitally, so you don’t
have to store them physically. As your farm grows, the software can also help you to track and
control the farm finances and cash flow, helping you to plan for the unexpected and for the
future.
If you operate a manual cashbook this will not be compliant with MTD and you will need to
carefully consider how best to meet the new requirements. For many of our clients, the best
option has been for us to undertake the bookkeeping on their behalf, receiving source
documentation from the farm by post, email or using phone apps, such as Receipt Bank. We
have been able to take the hassle out of the farm’s finances and provide peace of mind for many
of our clients who are thrilled to be able to focus on running the farm and developing their
business.
MTD for VAT can be viewed as an opportunity to plan and budget if it is considered now, with
plenty of time before mandatory changes, rather than just another compliance hurdle to burden
business owners. We have helped others transition to using digital software such as
QuickBooks or Xero themselves by providing onboarding training sessions and ongoing support.
We also operate a ‘tandem’ arrangement for some farms where we regularly review their
bookkeeping to ensure they are on the right track. Your accountants should be able to advise
you of your options and work with you to find the best solution for your farm.

Visit: www.simpkinsedwards.co.uk
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7.

Q & A WITH FIFTH GENERATION FARMER AND FCN
VOLUNTEER SAM BURGE ON THE DIVERSIFICATION
OF HIS FAMILY FARM
PLEASE INTRODUCE YOURSELF

Hi, My Name is Sam Burge, I am a fifth generation farmer based
just outside of Winchester. I am thirty-six years old and along with
my family, have lived and worked here on Vale Farm for the last
fourteen years. Vale farm is a mixed and diverse farm where we
grow arable combinable crops, niche crops, herbs, use renewable
energy, have an MOT and service centre, run a small shoot, offer
Glamping, rent out other workshops and offices and run a selfstorage service. We also have 32,000 free range laying hens.

PLEASE TELL US A LITTLE ABOUT YOUR
DIVERSIFICATION VENTURE

The Burge Family

As mentioned above we have diversified into Secure Self Storage. Our close proximity to the city of
Winchester has meant that we have now for over a decade been offering storage solutions to both
businesses and domestic customers in the area. Starting very small at first with only second-hand
storage units, we now offer a range of different storage unit sizes.

WHAT WAS THE BACKGROUND TO YOU INITIALLY LOOKING INTO DIVERSIFICATION?
We are a relatively small family farm and right from the beginning I knew that if there was a
future for me back on the farm, there would need to be something else.

HOW DID YOU DECIDE WHAT DIVERSIFICATION VENTURE TO PURSUE?
The start of diversifying into self-storage for us really happened by accident and has grown from
there. However, I appreciate this is not standard and most will stem from ideas and inspiration
and years of planning.
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WHAT WERE YOUR INITIAL OBJECTIVES?
I knew that we needed something that would not tie me up full-time as I wanted to farm. I also knew
that we had something that people wanted, space! Even today, one of the biggest motivations for me
is that I have a chance to leave a diverse but more importantly ‘profitable’ farm to my children,
whatever they wish to do with it!

HOW DID YOU GET STARTED?
I started our self-storage business about fifteen years ago, when the opportunity came around to
purchase two second hand shipping containers and then rent them to a friend who needed some
secure accessible storage. I cleared a small site at the back of our farm buildings that my father let
me use and the number of units kept growing!

WHERE HAVE YOU NOW GOT TO? HOW IS IT GOING TO DATE?
Some fifteen years on and now living on site which makes life a lot easier for me and also very appealing for
the customer, the self-storage has transformed our small family business, going from 2 to over 500 storage
units and now employing a full time member of staff responsible for managing all move ins/outs, sales and
enquiries, invoicing and banking.
We now specialise in offering the whole storage package - a range of six different storage unit sizes both
inside and outside. We also offer storage insurance and packaging and can also arrange the move in and
out. Our reputation has grown in the last few years and despite having three big national storage companies
in the area, we have become the number 1 go-to place. Other challenges that I have faced have been
negotiating business rates, managing traffic to and from the site (we have tried hard not to encourage too
many customers that visit daily as all our traffic has to come through a small village) and to a certain extent,
dealing with the public which is something that not all farmers are keen to do.!

WHAT HAS BEEN THE MOST CHALLENGING ASPECT OF THE VENTURE?
At first, raising capital to purchase the storage units was tricky. I was also very keen as soon as we reached
a certain number of units, to install security gates, CCTV and security lighting which makes all the difference
to the customer who is quite often placing their worldly goods in our hands. We are a relatively small farm,
and the space was also at a premium, so I had to be sensible. After not too long, I had to apply for change
of use planning permission for a building that we then wanted to convert into storage and this has continued
to be a big part of the set-up.
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WHAT ARE THE NEXT STEPS?
Good question! I have only recently completed the building and start-up of a new free-range laying hen unit
which has slightly put the stops on any storage growth for the moment. However, we have been so pleased
with the storage and the financial return that I am keen to keep pushing on if possible. Farming is still my
number one passion and if nothing else, the diversification into storage has meant that we are able to
continue farming which is very important to me. It has also meant that when needing to borrow a significant
amount of money recently for our new project, the cash flow is extremely attractive to the bank.

WHAT WOULD BE YOUR TOP THREE TIPS TO SOMEONE STARTING OUT ON A
DIVERSIFICATION VENTURE?

1.Firstly, only do something you enjoy and something you think will give you a buzz, if you do, it won’t ever
really feel like work!
2.If you fail to plan, you are planning to fail. Although my entrance into diversification happened almost by
accident, I would encourage anyone to plan carefully. Talk to people, visit others, do a budget, maximise
space, consult planning and most importantly, make your mistakes on paper!
3.Work to your strengths. With any new project I now start with looking at our strengths and weaknesses as a
business and as individuals - our proximity to our customers for example. Then our opportunities and threats.
Always base figures on the worst-case scenario and then generally you will always be pleasantly surprised!

www.hallandburge.co.uk

farmwell.org.uk
farmwell.wales

17

8.

TRAILBLAZERS: GETTING STARTED AS A RURAL
PROFESSIONAL WITH AN APPRENTICESHIP

PLEASE INTRODUCE YOURSELF
Name: Thomas Saunders
Job: Apprentice Rural Surveyor (Berrys)
Age: 19

DID YOU ALWAYS WANT TO UNDERTAKE AN
APPRENTICESHIP?
I knew that once I finished school I wanted to do a degree. Initially, I
was looking at studying Geography or Real Estate at university.
However, I then spotted Harper Adams were offering a degree
apprenticeship which involved eight weeks of study per year for five
years. The opportunity to start working at a younger age and gain
experience in the industry was a deciding factor for me.

Thomas Saunders

DO YOU HAVE A FARMING BACKGROUND?
My Dad is a farmer and my Mum also hails from a farming family in Bedfordshire. A farming
background sparked my interest in rural matters and I also wanted to try to encapsulate my
other interests in geography, economics and politics. Therefore, rural surveying seemed like
a good way to encompass all of these factors. However, there is definitely no need to have a
farming background to join the industry.

WHAT SORT OF JOBS DO YOU GET INVOLVED WITH?
Every day is different and you never encounter the same situation twice! In my 14 months at
Berrys, I have assisted with compulsory purchase and compensation work, mostly on the
subject of HS2. I have also helped draft grazing agreements, farm business tenancies and
stocktaking valuations. At Berrys, I found that I can ask for advice from anybody within the
firm and they will be pleased to help answer my questions.
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WHAT ARE YOUR THOUGHTS ON HARPER ADAMS UNIVERSITY?
Harper Adams is a fantastic place to build future connections, as even being in this industry
for a short time, I have found myself contacting other apprentice surveyors, placement
students and alumni of Harper Adams. The university has a very positive feeling on campus
in that everybody is there to work hard and do well. I think that it is a fantastic institution to be
a part of.

WHAT IS IT LIKE TO BE AN APPRENTICE?
As an apprentice, you undertake a very quick learning curve in that you learn that you are
now accountable to clients on a daily basis. Whereas in the past, I was only accountable to
myself in the form of my exam grades. An apprentice obviously needs to balance work with
their studies. However, I have found through planning and good organisation, this is very
achievable.

DO YOU HAVE ANY RECOMMENDATIONS FOR SOMEBODY LOOKING TO GET INTO THE
INDUSTRY?
I recommend that you undertake some work experiences and ‘get the feel’ of an office
environment and the type of work that takes place. There is an excellent website called
‘Grow Your Future’ which provides plenty more information than I can! Apprenticeships are a
great opportunity, so if you want to apply for one, then back yourself and go for it!

If you would like to discuss apprenticeships or any other matters, then
please email thomas.saunders@berrys.uk.com
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9.

TRACTOR WHEEL OF LIFE
A healthy and resilient business is all about balance. 2 Minute Farmer has
identified 10 areas that contribute to a balanced farm life. All these areas are
interconnected, but thinking about them separately will help you to prioritise
which areas to be proud of and which areas to work on.
The self-assessment tool is called the ‘Tractor Wheel of Life’ and was
developed by 2 Minute Farmer. 2 Minute Farmer is a research project
spearheaded by Duchy College’s Rural Business School, with support from
Agri-tech Cornwall and Isles of Scilly project which is funded by the European
Regional Development Fund.

Download the Tractor Wheel of life:
(Livestock version) - www.2minutefarmer.co.uk/wpcontent/uploads/2020/05/2MFWheelOfLife-Livestock-1.pdf
(Arable version) - www.2minutefarmer.co.uk/wpcontent/uploads/2020/11/2MFWheelOfLife-Arable-003.pdf

To find out more and visit the 2 Minute Farmer website:
www.2minutefarmer.co.uk
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10.

THE RISE OF FARM DIVERSIFICATION
AND WHAT TO CONSIDER | CLA

Two thirds of all UK farms already use some form of diversified activity to add
to their income, according to DEFRA and farming is changing rapidly with more
farmers looking to diversity to survive, often providing services which are far
removed from the core business.

This CLA blog explores what to consider when diversifying, visit:
www.cla.org.uk/rise-farm-diversification-and-what-consider
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11.

DIVERSIFICATION ISN'T ALWAYS AN EASY FIX
Christine Thompson, Chair of IAgSA
KNOWING TODAY’S FINANCES TO PLAN FOR TOMORROW
Diversification has provided many farm businesses with the opportunity to either
replace the loss of other income or merely to increase the profitability. However,
the idea that it provides an easy “fix” for all your problems is not always true and
it is certainly not for the fainthearted! Outside expertise and guidance is often the
key to a successful diversification project without putting the existing business at
risk.
Some years ago, I was told that you needed 3 best friends when running a
business: your Accountant, your Bank Manager and your Solicitor. Feeling
comfortable enough to speak to them with confidence and honesty enables them
to provide the best advice and, whilst that advice may not always be what you
want to hear, it will prove invaluable when planning your next steps. If you do not
feel comfortable, then that adviser probably isn’t the right one for you nor the
business. Always remember that giving false or inaccurate information at the
offset will always lead to wrong guidance.

Christine Thompson

PLANNING FOR THE FUTURE ENTAILS KNOWING WHERE YOU STAND IN THE
PRESENT
So, what financial processes do you have in place at the present time?
The day to day administration of the business is imperative to ensure that legislative processes such as the submission of VAT,
Payroll and Tax information are adhered to. However, systems also have to provide accurate management information for
your own purposes.
If the above is carried out by either yourself or a member of your family then ask the following:
Is the work done at a productive time of day rather than 8pm in the evening after a hard day’s work outside?
Normal farming businesses reclaim VAT that helps with cashflow but how much further does your bookkeeping
go?
Do you carry out bank reconciliations to ensure that the figures are correct?
Are you aware of the 5 different VAT categories and their implications within the farming business?
Do you fully understand the structure of your accounts and the terminology used by your accountant?
Do you know your accurate cost of production taking into consideration the beneficial elements between certain
enterprises?

ANSWERS
YES:

Then you are in the ideal position to seek good advice about the future.

NO:

You may need further assistance from a fully qualified administrator with the necessary agricultural knowledge (eg,
an IAgSA member) to help gather this information before taking the next step. Alternatively, the IAgSA training
programme or Minding Your Own Business workshops may prove beneficial - https://iagsa.co.uk/training/#furthertraining-workshops

farmwell.org.uk
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ACCOUNTANT:
Your accountant may already be undertaking much of the above work. They will be able to satisfy all the HMRC
requirements but do ensure that they are also able to provide the management information such as gross margins on your
existing enterprises in order to ascertain what areas could be improved or replaced.

OTHER CONSIDERATIONS:
When undertaking diversification projects, you may encounter issues never experienced before such as:

Planning - Licencing issues - PR and Marketing - Dealing with general public - Paying VAT
Involving your accountant, bank manager and solicitor is imperative when planning for the future whether or not
diversification is involved and never be afraid of asking for help or seeking further training opportunities. If a farmer were to
write a CV it would include job roles such as: farmer, mechanic, veterinary assistant, animal and soil nutritionist, plumber,
electrician, financial controller, Human Resources manager – Jack Of All Trades, Master Of None springs to mind!

You get the specialists to fix your tractor so ask the specialists to help fix your financial affairs.

iagsa.co.uk
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Thanks for reading December's Time to Plan content on
'Diversification and Finance'. We hope this document
was helpful. Please be sure to stay up to date with the
project by visiting: https://farmwell.org.uk/time-to-plan/
January's content will focus on the new post-Brexit
support regime.
If you'd like to keep track of the latest articles follow us
on:
Twitter: @FCNFarmWell
Facebook: @FCNFarmWell
We'll see you there.

If yo u w o uld like to contribute experti s e o r w r i t e a n a r t i c l e
for T i m e to Plan, email:
mark @ f c n.org.uk
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