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Introduction

Unlocking the potential of rural businesses and estates is at the heart of what Strutt &
Parker’s consultancy team does, so we were delighted to be one of the main supporters
of the inaugural CLA Rural Business Conference on 6 December 2016 and a contributor
to its associated research programme.

The conference, Unlocking Investment, Unlocking Potential, identified key challenges
and opportunities for rural businesses, which have a great role in not only making rural
places thrive but in delivering the government’s economic, social and environmental
ambitions.

It also provided an insight into the workings of the rural economy in England and Wales,
as seen from the perspective of landowners, and generated ideas as to how they could
fulfil their potential and grow their contribution to the national economy.

It is a debate that could not come at a more important time, as farmers and landowners
prepare for a future outside of the EU. With innovative policies and regulation that
works with the grain of business, Brexit will create great opportunities for the sector.

The report, Rural Business 2030, draws together some of the key conclusions and is
based, in part, on a series of seminars held over the summer of 2016 supported by
Strutt & Parker.
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At a glance

e Landowning rural businesses make a substantial contribution to the national economy, but they have the
potential to offer much more than they currently do.

e There is massive potential to invest and grow, but to harness this, the government and others must understand
rural businesses better and give them the confidence to invest.

e Rural businesses take a long-term view of investment opportunities and their decision-making reflects the
importance they place on the land, culture, local communities and succession planning, not just the return on
capital.

e Rural businesses want certainty that policies that promote or encourage private investment will be maintained,
rather than changed year-to-year.

Levels of investment — present and future

The level of investment by rural businesses is significant. On average, £13bn is invested by them each year, compared
with £87bn a year for the urban economy, including London. This is twice as much as is invested in the car industry
annually.

Levels of investment have increased by 38% since 2012.

Projections suggest investment levels could rise to over £16bn a year by 2020, if rural businesses are given high levels
of confidence in the rural economy (and with interest rates rising to 1.25%).

A much lower level of confidence could result in a sharp fall — levels shrinking to £3.2bn a year.

Attitudes to investment

The nature of rural businesses is a factor in their attitude towards investment — 96% are family-owned and 60% have
been in the family for over 50 years. Owners often view themselves as the custodians of the family enterprise.

Most rural businesses are not incorporated, so making personal taxation as attractive for investment as corporation tax is
important to them.

More than four out of five rural businesses say they are planning to invest, with investment in properties for the
businesses’ own use or residential property for letting the two most popular options.

Larger rural businesses are more likely than smaller ones to have a formal investment plan.

Almost half of rural businesses cite the planning system as a barrier to future investments.

Strutt & Parker

N

struttandparker.com



RURAL BUSINESS 2030 CONFERENCE December 2016

Areas of opportunity

The report focuses on the investment opportunities for landowners in the area of energy production, connectivity and
natural capital. It concludes:

Energy: Renewable energy has seen significant investment from rural businesses, but changes in policy have left
questions about how to sustain the sector.

In future, businesses could find that investing in technology and equipment that cuts energy consumption, within the
business itself and in any properties rented out, is the best investment.

However, there are new markets that also need to be explored, such as the use of district heating schemes to provide
heating services for a local community.

Rural businesses could also be well-placed to be early adopters of battery storage for electricity.

Connectivity: Mobile and broadband coverage is a challenge in rural areas after years of underinvestment.

The introduction of the Universal Service Obligation (USO) is a breakthrough, but businesses and consumers in rural
areas will need broadband speeds greater than 10MBps to bring an end to the urban-rural digital divide. This means that

other solutions will need to be sought to provide superfast connections.

The right policy framework could encourage more rural businesses to invest in their own broadband connection and then
become local suppliers though technologies such as fibre-to-premises or local wifi networks.

Natural capital: At present it can be hard to make a business case for individuals to invest in the natural world even
though it delivers public goods.

Even agri-environment schemes are flawed as they are inflexible, subject to change, and payments are based on
income foregone, rather than offering genuine incentives.

However, governments will struggle to meet their stated objectives for the environment — for example, on water quality,
soil management, habitat and wildlife protection — unless there is investment in natural capital.

Government, on behalf of society, is likely to remain the primary customer for natural capital or ecosystem services.
However, a number of new potential customers are emerging, including water companies needing ways to clean and
store water, manufacturers having to meet carbon targets or organisations committed to improving health by connecting

people and nature.

The market would grow if biodiversity offsetting was made mandatory for all planning applications.
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Policy recommendations

The report sets out a number of recommendations to make sure that the needs of the rural economy are reflected in the
government’s new industrial strategy for the UK. These include:

Develop a new Food, Farming and Environment Policy to succeed the CAP which ensures business resilience
and increases environmental ambitions.

Establish trade relationships that give access to the single market and the rest of the world to enable markets
for food products to grow.

Complete the process of planning reform to ensure the system facilitates necessary development. All Local
Planning Authorities must establish local plans that encourage investment in rural areas and increase use of
permitted development rights where appropriate.

Encourage and enable rural landowners to become local suppliers of renewable heat through district heating
systems, electricity through direct-to-customer sales platforms and broadband internet services.

Ensure the connectivity infrastructure constantly adapts to meet local needs. Once delivered, the Universal
Service Obligation for broadband must be reviewed every five years.

Set renewable energy targets that encourage investment and establish a new long-term policy framework to
ensure that low carbon transition is an accessible and profitable investment opportunity.

Establish an investment tax roadmap which means businesses can take decisions with certainty about future
tax implications, especially when passing on the business to the next generation.

This report is the start of a process of working with government and others to ensure that the potential of rural
businesses is maximized by having long-term policies that support investment and remove barriers to it.

“We are the investors for the future and, by being entrepreneurial, we can help
government meet its targets for 2030.”

Strutt & Parker
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Contacts

London Head Office 020 7629 7282

Ascot 01344 876 363 Land Management

Banbury 01295 273 592 James Farrell BSc(Hons) MRICS FAAV
Banchory 01330 824 888 01423 706770

Cambridge 01223 459 500 james.farrell@struttandparker.com
Canterbury 01227 451123 Farming

Chalfont St Giles 01494 871 991 Will Gemmill BSc FAAV MBPR (Agric)
Chelmsford 01245 258 201 01223 459471

Chester 01244 354 888 will.gemmill@struttandparker.com
Chichester 01273 832 602

Cirencester

01285 659 661

Development & Planning
Simon Kibblewhite BSc(Hons) BA FRICS MCIArb

Edinburgh 0131 226 2500 020 7318 5177
Exeter 01392 215 631 simon.kibblewhite @struttandparker.com
Farnham 01252 821 102

Gerrards Cross

01753 891 188

Accounting and Taxation Services
Alex Heffer, BA(Hons) ACCA

Guildford 01483 306 565 01245 254656

Harpenden 01582 764 343 alex.heffer@struttandparker.com
Harrogate 01423 561 274 Building Surveying

Haslemere 01428 661 077 Tony Saffery MRICS

Horsham 01403 246 790 01483 303098

Inverness 01463 719 171 tony.saffery@struttandparker.com
Ipswich 01473 214 841 National Estate Agency

Lewes 01273475411 Guy Robinson

Ludlow 01584 873 711 020 7318 5175

Market Harborough

01858 433 123

guy.robinson@struttandparker.com

Moreton-in-Marsh 01608 650 502 Estate & Farm Agency

Morpeth 01670516 123 Michael Fiddes

Newbury 01635 521 707 01223 459505

Northallerton 01609 780 306 michael.fiddes@struttandparker.com

Norwich 01603 617 431 Health & Safety
Odiham 01256 702 892 David Canty MSc MRICS MBPR (Agric. Fert) Tech IOSH
Oxford 01865 366 700 01727790480
Pangbourne 0118 984 575 david.canty@struttandparker.com
Perth 01738 567 892 Energy
Salisbury 01722328 741 Alexander Creed BSc(Hons) MRICS FAAV
Sevenoaks 01732 459 900 020 7318 5022
Shrewsbury 01743 284 204 alexander.creed@struttandparker.com
St Albans 01727 840 285
Stamford 01780 484 040 Research

. Jason Beedell PhD BSc (Hons) MRICS
Sunningdale 01344 623 411 020 7318 4757
Winchester 01962 869 999 jason.beedell@struttandparker.com
Windlesham 01276 489 500
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Every effort has been made to ensure the information provided within this document is fully accurate. However Strutt & Parker LLP accept no responsibility if recipients should
act upon any of the information without seeking the appropriate professional advice.
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