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Foreword

Agriculture has honed the UK's world-renowned landscapes and shaped
our cultural heritage. British produce is a source of national pride.
Welsh lamb, Scottish salmon and English sparkling wines are just a few
of the products which are as popular around the globe as they are at
home. The agri-food value chain is worth £146.7 billion to UK plc.

About this report
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Executive Director, Rural Policy Group Ltd Partner and Head of Agriculture, MHA
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"Working with directors across the country, the
Rural Policy Group is undertaking invaluable worlk
to ensure that the food and farming sector is
financially and environmentally sustainable. This
report demonstrates the importance of the industry
to both the UK economy, as well as its wider
societal and environmental benefits”

Jon Geldart
Director General, Institute of Directors

"Rural Policy Group is reaching into food
and farming businesses, parliament and
academic institutions to bring together
those voices in the food system which can
effect change. The agri-food sector is
responding proactively and collaboratively
to build resilience to economic shocks such
as those which have hampered the food
system in recent years, and RPG is playing a
key role in uniting a fragmented industry
through the twin ambitions of supply chain
fairness and food security”.

Louise Manning
Professor of Sustainable Agridqood Systems,
Lincoln Institute of Agri-Food Technology

“Whitehead Monckton and RPG shara an ambition
to securea the future of farming families and their
businesses. Investment in farming yields
exponential benefits to society and it is important
we support those who have managed the land for
generations to stay on the land. The loss of skill
and knowledge would be irreplaceable and the
withdrawal of land from food production will have a
lasting impact on our landscapes, health,
environment and economy. We believe it is
essential to come together to champion British
food, and RPG provides that platform”.

Christopher Longden
Managing Director, Whitehead Monckion
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"RPG shares the Slow Food in the UK
ambitions to deliver good, clean and
fair food for all. It is creating spaces

for partners in the food value chain to
consider how to deliver sustainable
and affordable food to consumers,
and helping to protect their financial
viability so they can continue to serve
the food system into the long-term®.

Shane Holland
Executive Chair, Slow Food in the UK

“Our mission is to transform the
agriculture finance market and enable
the sector’s drive towards a more
productive and sustainable farming
and food supply chain”.

lain Hawthorn
Senior Agricuftural Relationship Manager,
chury Bank Pic




Chairman’s statement

We are now in our third formal reporting year. Within
each report we produce a top-level financial valuation
of a county to demonstrate the scale, scope and
innowvation in British agriculture. Policy often
underestimates the power of agriculture, food and
farming as a contributor to GDP and its role in the
economic environment. The Surrey agriculture is
worth £367 million. Collectively agriculture in the
three counties we have valued to date, Kent,
Lincolnshire and Surrey, contribute close to £1.2
billion to the UK economy. However, we can see how
the value of farm produce is mukiplied and how many
other sectors are supported in the food supply chain,
which in Surrey alone contributes £2.96 billion.

The current food crisis that has left retailers with empty
shelves over the past 18 months continues and
agriculture faces some of its biogest challenges in
y2&rs. The consequences of climates changs ars
coinciding with trade restrictions and conflict. and years
of progress in the battle for & sustainable and
gffordable food supply are being rapidly reversed. Since
the Paris Agresment from the 2015 United Mations
Climate Change Conference (COP 21), stronger
mitigation efforts are being embraced globally 1o slow
down global warming. Many countries have revisited
their mitigation plans to strengthen their effectivensss
or to find new solutions.

The UK has led several elements of this. such as being
the first country to mandate reporting on climate risk
for large companies. However, the world has moved on
and the UK has much to do to regein its position as a
climate legder. The agriculture sector contributed
£13.7bn {£11.6bn 2022) to GVA in 2023. Combined

with the food sector, the statistic bolsters o £146bn.
We as & country spent £271bn on food and drink in
2023 and as a sector employs over 4.2 m people in
8.300 businesses. The food value chain, starting with
those who manage the land, can make a huge
contribution towards meeting green gosls and akering
consumption pattems for greater sustzinability and
resource-efficiency.

However, food producers continue to face challenges
and in effect remain focused upon the core business’
a5 rising costs and volatile input prices meet relativehy
static s8le prices. Conseguently. farm businesses ars
reducing production levels in ever growing numbers.
The Rural Policy Group has recognised this and is voca
gbout the importance of paying the right amount for
food and drink and cascading the margin through the
upstream and downstream velue chain. We cannot
achieve food security without a viable industry of
farmers and food producers. We lobby for fair value,
agnd we encourage action amongst businesses to
achieve fair value. This report is part of that process.
The UK Food Valley in Lincolnshire, velued in last years
report, demonstrates the multitude of economic,
environmental and social benefits that emanate from
the food chain when its potential is seen and optimised
through clear strategy. ambition and hard work.
Relevant to RPG's pursuit of financial and
environmental sustainability, is the role of agriculture,
together with forestry and other l[and uses, contributing
nearly 8 guarter of all anthropogenic greenhouse gas
emissions (GHGs). Half of this share comes from
agricultural emissions. mainly from livestock. Emission
reductions from food production have so far received
less attention in GHG mitigation policies than those

from energy, transport and other industrial sectors —
but the perspective is now growing especialby within
Europe. Conseguently. emissions from agriculture
could become the dominant source of globa
emissions by mid-century. However, it is worth pointing
out that UK farming is already incredibly efficient. The
gresnhouse gas footprint of UK beef production is half
that of the global average whilst the UK dairy industry's
gresnhouse gas production rates are just 40% of the
olobal average.

Thnersfore, mest'ng the Faris Agreement’s targst o limit
global temperaturs ‘ncreases 1o 1.5°C or well below
2°C, will be impossible without agriculture and farming
doing its part to tackle climate changs. IPCC
projections show that these targets are becoming
increasingly difficult to be achisve within the mandated
timeframes. Our take on our Taskforce on Climate-
releted Financial Disclosure (TCFD) 2023 (listing rules
under the Financial Reporting Council not 1o be to be
confused with the Companies Act recently enacted
requirements - climate financial disclosures {CFDY).
brings this to bear and how it links into the long-term
sustanable importance of this sector. We ars issuing
our transitional TCFD Disclosures for 2023 as part of

this report.

Folicies 81 the internationzl, national and sector levels
must wark together to avoid moving carbon emissions
from one place to another. The reliance on imports o
help manage the emissions from UK zgriculture simply
shifts emissions 1o other teritories and often those
|ozations have |23s stringent environmenta

regulations. So, the net result is more GHGEs being
emitted under the one sky.

Wore sustainable agriculturs, domestically and
worldwide, can be achieved through collaboration with
government, industry, research institutions and signing
up to best practise (such as TCFD Disclosures and
woluntzry disclosures) and the sharing of data. We also
nesd to recognise and reward positive climate action
and resilience measures in policy, consumption and
veluation. Finally, we call on policymakers to develop a
clegr and consistent long-term framewaork aligned with
climate, agriculture, food and forestry 1o create & stable
and enabling operating environment. Farming
rotations can be longer than the political cycle and
meaningful policy would give consideration to the
sxtended tmescale farmers work towards.

RPG remains firm in its objectives: (1) giving greater
priority to food and farming in policy s 3 means of
economic growth, climate and nature recovery and
improving public hezlth {2) fair distribution of the
pricing margin to ensure the commercial viability of
food production and (3) & more robust self-sufficiency
target and strategy 1o achieve it.

Finalky, this is my last report as Chairman. After five
yEErs &1 the helm 1’5 3pproprigts 1o pass on the
mantle to the next individual to drive the agenda
forward. We look forward to announcing this
appointment in the near futurs along side the new
governance structurs. | will remain in 8 non-sxecutive
capecity supporting the initiative | created to support
agriculture food and farming industries, underpinned
by sustaingbility that are so important to the UK. | hope
we have and continue to make g difference.

Mark Lumsdon-Taylor
Founder and Chairman Rural Policy Group Ltd



Rural Policy Group exists
o help the UK's food supply chain
towards financial and environmental

sustainability:

Within this purpose we advocate:

Faimess and A more ambiticus Reszpectfor Green innovation Mainstreaming
collaboration within fiood security British agriculture, a5 the powerhouse sustainable
the food valus target of 70% food and farming in of productivity and accournting and
chain. s=lf-sufficiency all policies. profitability. appropriates levels

by 2030, of ESG reporting.

Our Mission

RFG brings together a triple hel of political,
industry and academic thinkers to improve the
fingncial heakh of the UK's food industry. It
supports policymakers in the development of a
policy, regulatory and tax framework to create
conditions inwhich businesses fzel confident to
invest. Equally, we work to guids businesses in
translating governmment inftigtives into action and
reward while ensuring industry leaders are
knowledgsable gbout the business benefins of
sustainability and aware of the opportunitiss
gvailable to them in a green UK plc.

How do we do this?

o RED Talks: through & seres of online
interactive rural economic developrment
z=33ions, RFG facilitates dislogue oetwes
industry figures and grassroots
businesspeople, parliamentarzns and policy
influencers and academics involved in
research and innowvation. These three spheres
of influence converge 1o achigve greater
glignment of ambitions and synergistic action
for the food industry. RED Talks tackle the big
issues in the UK's food system and promote
the development of green marksts for

|landowners’ naturzl capita

e APPG on Fair Value in the Food Supply Chain:
waorking with parliamentarians in both Houses
RPG s=3zblished an &l l-oaryy perlizmentary
Qroup 1o reise awarensss amongst
policymakers of the challenges within the food
value chain, make recommendations to inform
government policy and influence the design of
naticnal frameworks for collaboration and
regulation in the supply chain.

Agri-Food Price Cluster: BFE has 23mzblishad 2
“virtual cluster” to foster collaboration and best
practice among stakeholders in the food value chain
and address pinch points which inhibit food supphy
and food standards. The cluster investigates how
we square the circle of improving profitability for
usinesses while maintaining affordability for
onsumer
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Thevirwal cluster is the first in 3 s2ries aimead at
tackling key problems with the food system.

Conferences: RFE hosts seminars &t high profils
ndustry events and agriculiural shows around

the country, in addition to its popular Sustainable

Food Conferences.

Our Background

Rural Policy Group was established in 2019 and
began delivering RED Talks during the first period of
ockdown to support rural businesses and sxamine
the impacts of Covid on the food supply chain. It is
backed by an Advisory Council of industry experts
ang receives valuaols input from representatives in

pariiament, ousiness ang lzading universites

RFG is paoliticaly neutral and has welcomed support
from the Conservatives, The Green Party. Labour,
Liberal Democrats, Plaid Cymru and the SNP This
stance is respected by grass roots business and
nstitutional sudiences who value the impartial
dissemination of policy innovations in & way which
facilitates a0 actionzbls ousiness responss

RFE has aninternationzl sudiencs of over 3,000
pusinesses and organisations from the UK, India,
Africa, the United States and Europe with interests in
food, farming, land agency, climate change, nature
conservancy and clean enargy.
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The agri-food supply chain is worth
£146.7 billion to the UK economy?,
contributing 6.5% gross value
added (GVA)’. Atop the chain sit six
FTSE 100 constituents with a
combined market capitalisation of
£122.2 billion: Tesco plc, Diagen
“Tl: Coca Cola plc Samshurg 5 plc

Associated Bnt sl;_LFuol:ls lcand

Ocado plc*. The Ftﬁd and Drink
sector employs 4.3 million people,

13.4% of the working population®.

—

The Agricultural Balance Sheet

i.gr':J'_l_re' direct contribution to the UK econommy
pillion in 2022. The £1.8 billion increase
y growth in both li h_a_:-n:k and

Total income from farming was £7.9 billion in the same
year, up £1.1 billion {16.6%) from 2021 duz in large part
to higher global commodity prices and mare
favourable weather conditions.”

P

Total livestock output was up 16.2% YOY to £19.3

billion; mainly driven by milk and beef. The value of milk

ros= 3%.6% 1o £6.7 billion and farmaoate prices reached
& record high of 51.6p per litre before starting to
mormalise. Price increases wers the result of increasing

stz of production which forced some farmers out of
the industry and milk production cantracted by 0.5%
EE:f glso performed strongly; the high cost of feed and
drought kept the price of :EEfl:"‘ average 8.7% higher
than in 2021 and it contributed an extra £409 million o
the econonmy.

Total crop output was up 21% YOY 1o £13.3 billion. The
effects of the war on Ukraine — supply chain disruption,
volatile commodity markets and a decrease in the
alebal supply of some crops — inflated prices for British
whzat, barley and ollsesd rape. Typically, wheat was
the biggest contributor. Its value increased by 50.1% 1o
L.' pillion, due to & 35% YO increase in unit price 3r|:|
gher yields from favourable planting conditions and

n e&rly harvest. Barley increased in value by £647
million to become the second largest output, parthy dus
& rasurgence in the brawing industry. Oflseed rape
increased in value by £390 million (80%) dusto
increases in the arez under production and yislds
combined with prices peaking after the invasion of
Likraine. Higher output for these crops offset
decrzases in the value of other crops such as sugar

beet and potatoes
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[s1)

Total e fro i g th: LBC allis, Uarmal ey 2

These positive output growth figures mask a worrying
decline in production volumes across multiple
categories. Eggs experienced the largest decresss in
value at-21.8% YO Less soft and top fruit was grown
Many herds wers downsized or sold. Salad crops were
not planted over winter. These contractions in response
to output revenue rising less guickly than input costs
and the loss of farm payments bode ill for the LUK's
food security and export revenues

(=N

Subsidies decreased to £3.073 billion in 2022 in [ine
with the progressive reduction to Basic Peyrnent which
was introduced the previous year. The average
payrment was -19% gnd accounted for & quarter of farm
income. On lowland lvestock farms. it rose to 64% of
farm income. The continuing programme of reductions
will put the future of many farms in jeopardy. Payments
for agri-environmeant activities through ELMS are
starting to filter into farm accounts although the
industry is far from the point where ELMS payments
offset the loss of BPS. Further, many SFI activities will
sit within their own cost centres in the farm budget;
payments for thess schemes do not subsidizs food
production so it will become incumbent on
policymakers to consider how the policy of extremely
affor u:Ia._Ie food iz deliverad.

Rising input costs continue to squeeze slready slender
margins in an industry wherz selling for below the cost
of production or very near to it is widespread. Inputs
and other costs wers £221 I on, up 19.2% YOY. The
price of feed went up by a third and fertilizers by up to
300%, although the averags was closer to 70%. The UK
=nergy crisis bit hard too and &n additional £690 million
(47 &%) was spent on electricity and fuels. Energy is
frequently cit 5 the straw that orokes the camels
ozckin nign-Ussgs =20tots SUCH 33 e00s, olessnouss
production and poultry.

r.

Compensation of employees rose by £47 million,
driven in part by the 20% increase in Nationa
Minimurn Wage ower the past two years. Farm
businzzses in London and South East where [abour
costs are typically higher than in other regions and the
horticulure sector where labour costs are circa 523

of the COP were partcularly affected.



Whilz incarne from diversified activities is virtually
unchanged. more of the cutput is coming from
renswable energy and attempts 1o retain valus on farm
and shorten supply chains through food processing
and retal endssvours. A £9% norease in diversifizd
income on horticultural farms was due in large part to
renswable ensrgy.

Farm business miodels are evolving 1o becomz 233
reliamt on supermarkets. The food service marketis
growing and the export market is recovering from the
Brexit impact. And some farms are going down the
online and on-farm retall routes. Keeping maore of the
added-value on farm is also &n important contributor to
profitability. One Kent apple grower grubbed up most of
his orchards after realising that supplying &
supermarket waould cost him -£150,000. He retained
erough tr2es to supply Ris apple juice business, usad
some of the land for rare breed meat and hosts reqular
vents such as PYD days. Fental income and & farm
zhop have also added to his bottom line. Farm
busmess have mars lzverags in negotiations whan they
have the option to walk away from unfavourable terms.

|izbilities zoross all farms norzased oy an average 8%
1o £294,000 per farm in the year to 2022/23. and the
|argzst rise in levels of d=bt was seen in horticulturs,
which increased by 52% to an average £271,300.
Unsurprisingly. given the high rate of inflation. farms
were spending 2% mars of their income on intersst
payments comparad to 2021,/22. The industry average
was 8%, rising to 17% of income in specialist pig and
poultry farms B

Conversely, the net worth of farming has contracted by
£2 & billion {-0.8%) to £322 billion. This is largely due to
2 decraase in agricultural land valuss by -2% YIY to
£277 million. Farms with a higher net worth tend 1o be
mare resiliznt 1o changes in income in the short-term
23 they can draw on reserves to suoplement cashflow
and have more funding options available if their
financial position deteriorates. Consequenthy. the slight
2l in the r=al terms averages net worth of farms.,
combined with higher costs of servicing debt and
erosion of profit margins, was detrimental to most
farm businesses. Inthe exceptionally volatle

[T
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Balancs shwat analysis and farming performancs, England 2022723
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comrmodity markets that characterised 2022, those
without the agility to buy and sell in favourable
conditions could see profits wiped out.

The gearing ratio across the industry, at 12%, remains
largehy unchanged for the past decade. Howewver, on
taking & closer lock gearing ratios rose sharply for
general cropping. dairy and horticulture farms.
Indicating financial stress and & putting & question mark
awver their long-term viability. Only specizlist pigs and
poultry farms saw their gearing ratio fall {-3%), although
this group was also mare highly gearad than other farm
types at 27%.

While the liquidity of farm businesses increased for

the fifth consecutive year this top line statistic conceals
& brozd range of positions. Cersal farms had the highest
liquidity ratio at 432%. Dairy had the lowest at 195%
suggesting difficulty meeting financizl demands. Maore
than one in 10 farms had a liquidity ratio below 100%
indicating significant financial stress; a quarter of dairy
farms fzll into this category along with 17% of

|arge fzrms.

In England. the madian return on capital employed was
0.5% in 2022/23. & fall of 0.5 percentage points
compared to 2021/22. A number of sectors made g
negative return: mixed farms (-0.6%), lowland grazing
[ivestock (-1.4%), Less Favourable Arez grazing livestock
(-1.7%) and horticulture (-2.2%). Overall, 45% of farms
had a negative return on capital employed (ROCE) and
17% of farms were unahble to make a profit, almaost
double the 9% which made & loss in 2021,/22.

VWhilz @verags Farm Busness Income, an
approximation of net profit, increased by 12% to
£9£,100, the overall picturz s of an industry in distress ®
Unusualky high pricing disguis=d clear signs the industry
is contracting and rore farms are on & trajectory
towards financial difficulty.

Agriculturs repressnts 0.62% of GDPS although this
underplays the economic, environmental and sociztal
multiplier 2ffects that trickle through a sustainzble
LUK plc. The retain and build on these bensfits, it is
imperative to return the agriculture to & position

of strength.™

10 Tot=l inceme frem farming in the UK in 2022, Defra, May 2023

tem 2019 2020 0 2022
Total Fiwed Assets 275284 286416 320139 324802
Totzl Current Assets 15,334 16306 16676 18392
Total Assets 290,619 302,722 345,815 343,194
Total long and Medium 15.286 15,523 15,698 15,587
Term Lizbilities
Total Short Short &,003 5466 5543 5582
Liabilities
Tatal Liahilities 21,290 20,989 21,239 21,169
Met Worth 269,329 281,733 324,576 322,023

Total Income from Farming (Net)”

Maorth East
£258 millian 1 1 %
7 % ........................................ Yorkshire & Humber
£622 million
NorthWest =000 4SRN
£383million 1 6%
East Midlands
£339 million

L [ .

West Midlands
£&44 million

o 19%

East of England

"""""""" i : £1094 million
:nui%mt 14%

£979 million London and the South East
£513 million

11 Agricultural facte” summary, Dafra, Apl 2024
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Food tastes have become more varied since the 1980s
and imports provide consumers with choice as some
crops do not lend themselves to the UK climatz, such
25 bananas from the Carlbbean and the perennially
popular avocado. The move away from eating
seasonally also contributes to the nesd for impaorts w
fulfil consumer raquirements. although innovation can
bring production back to the UK. Scotland now grows
berries for nine months of the year, > ==

Share of value in the food
supply chain

Primary producers make lower
returns in their investments than
ather actors in the food supply
chain contributing significanthy o
the 52% of farms which make
|zzz2s annually.

Return on capital employed (%)

== » The level of imports contributes to a significant
trade gap. In 2021, the trade deficit in food, f22d and
drink was £25.6 billion. At the same time British
production was entering into & decline. £3.5 billion
worth of eggs were imported whilz Britain's producers
paused production because they could not recoup their
costs. The result is that the UK is exporting apportunity
and economic growth 1o its trading partners.
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Manufacturing [lecd)

Food and Drink Manufacturing

The food and drink manufacturing sector was valued at
£33 billion in 2022, up 8% year on year, with & total
turnover of £128 billion and domestic sales of £113
billion. This sector, which contributes maore to the UK
economy than automotive and aerospace combined,
depends on inputs from agriculture and farming.™* The
sector is an equally important contributar 1o green
go&ls end improvements in public health.

C0Z2 emissions from manufacturing are down &61%
compoarsd 1o the 1990 paseline. food waste has besn

e I.-.
™
o
[T]
o

Legistios
Frocessors
Food services
Whilesale
Inputs
Farmers

reduced by & third since 2011 and there has been a 39%
reduction in water consumption since 2007, The food
manufacturing sector is commitied to achieving net
zero by 2040 across the farm-to-fork supphy chain.™®

mManufacturers heve been innovating since 2015 in
response to consumer demand and govemment
mechanisms 1o improve the nutritional composition of
the food supphy. The average shopping baskst now
contains fewer sugers. salts, fats and calories in an
gttempt 1o combat the rise of dist-related heglth

problems.”® 78% of respondents to & Food & Drink
Federation survey wers investing in healthisr product
development in 2023 and extending the Reformulation
for Heglth programme wauld provide vital se=d capital
for further ‘nvestmeant in tackling dist-relaied diseasss.”

Some of the challengss which affect agriculture are
glso omnipresent in manufacturing. The increase in
production costs outpaced the increase in sale prices.
Total production costs rose by 9.2% over the year to
March 2023, while s=ling prices rose by 4.3%. SMEs
saw the lowest increase in their selling prices (3.8%),
an indication of the imbalance in negotiating positions.
Manufacturers xpect cost prices to continue rising by
rore than sale prices into 2025, sesing margins
becorme increzsingly squeszed.™ As manufacturers
have zhsoroed somz of the cost increases. they have
postponed or cancelled investments projects to divert
money into day-to-day cperations. As in agriculture, the
sguesze on alrzady tiaht marging nas resulted ina fall
in production levels for some businesses. 17% of
manufactiursrs have experenced & contraction in
autput. On a more positive note, 72% are confident of
increasing production volumes in the year ahead.

Foorty designed and implemented regulation is a
detzrrent to investment and unnecessary costs forill-
thought through policies and additional red tape are
likehy to hinder growth. Faor example, Mot for EL”
labelling will require manufacturers to run separate
production lines for GB and EU markets at a cost of
£25 million per ye=ar. The second phase of the Border
Target Operating Model (BTOM) which came into effect
on 30 April 2024 is also & concern with new fees and
charges which will significantly incrzase costs for
companies bringing in mixed loads.

The farm-to-fork food chain employs over four million
workers and 456,000 work specifically in food
manufacturing. Labour shortzges in food and drink
manufacturing stood at 5% comparad to 2.7% in the

12 Mational Food Stratmgy, 2021

14 Our Indusiry at & Glanos 2022, Food & Drink Faderstion

18 Our Industry at & Glanos 2022, Food & Drink Faderation

16 Our Industry ot & Glanos 2022, Food & Drink Fadaration

17 Exats of Industry Regort {1 2024, Food & Dirink Fadastion
12 &= ndustry Report (01 2024, Food & Drink Fadastion
19 &= f Indhumtry Rmport O 2024, Food & Drink Faderation

M st of the Indusiry Begert 1 2024, Food & Drink Fedarstion
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wider manufacturing industry and 2.9% nationally.
Most manufacturers reperted vacancies (61%) and the
vacanoy rate is estimated at £.3% in SMEs, 3.7% in mid-
size Dusinesses and 3.7% in lerge businesses ¥

Unfilled vacancies simultaneoushy put & downward
pressure on productivity and an upward price pressure
an wages. In contrast to the perceived ‘unskilled
vacancies in agriculture. vacancies in manufacturing
zffzct 3 wide rangs of roles including enginesrs,
agronaomists, warehouss and factory opsratives,
packers and software developers. 35% of
manufacturers are considering sutomation @5 means
of solving the high cost of lsbour and persistent
shortages.

The s=ctor is increasingly t2king advantage of
appartunities to collabargte with third parties, including
universitizs, UK Research and Innovation (UKRI), supply
chain partners and other manufacturers. [tis an
approach designed to attract new investment and
advance technological progress for the delivery of
strategically impartant enviranmeantal and health gosls
for UK plc and to nudge the country towards greater
self-sufficiency

Manufacturers looking to rebuild their margins and
cash reserves will nead to invest involume growth at &
time when consumers are cutting back spend on
essential goods. Despite this, the majority of
manufacturers (84%) are primarily focused on growing
sales in the UK and new product development (53%).
Haowewver, nearly a third will be considering & restructura
10 remain competitive and profitable.

Business confidence is returning to the manufacturing
sector in 2023724, However, businesses remain
cautious about investing. 30% of manufacturers plan
an maintaining broadhy similar investment levels and
just over 40% plan to increase their investment. The
changing business environment, demand uncertainty
znd the cost of financs are the |2ading causes of
suppressed investment

The Grocery Market

In 2022, expenditure on food and drink rose by £33
billion to £508 billion &t constant prices, up from £475
million in 20217

The UK, grocery market is domingted by & smal
number of supermarkets. The Big Four — Tesco, Asds,
Sainsburys and Meorrisons — had a combined markst
sharz of 54.9% in September 2022, with Tesco
controlling 26 9% of the markst. The three largest
discounters — Algi, Lidl and lczland — nad an 18.8%
share of the market. This powerful group of buyers
hold & significant amaount of influence over retail pricing
and its impact on supply chain partners 2t is often
said food price policy has been outsourced to the
privates sector and the free marketand with 2
staggering 83.7% of the market concentrated in just
zzyen retalers it would be hard 1o diszgres.

Fierce competition in the grocery sector to win value
CORSCIoUS customers continues to suppress pricing
throughout the supply chain. Aldi Price Match and
layalty card pricing are indicative of the tactics retailers
employ to attract consumers who are accustomed to
spending & lower percentage of their income on food
and those whao are experiencing household food
insecurity. In 2022. 7% of households were food
ins=cure and the free market delivery system supports
theze familizs in the gbsence of mechanizms 1o
zddrass the root causes of poverty EHowever, we need
to balance the needs of consumer and producer to
pratect the domestic supply base from further
shrinkage.

Farretallers, the relentless price war drives innovation
in their propositions as consumers’ shopping
preferences switch to own label and valuz ranges inan
effort to manage housshaold budgets. For those in the
downstream supply chain this can mean selling for
below the cost of production or very nearto it a
situation which is s22ing farmers exit the industry,
redeploy land to more profitable us=s or bank it for
development.

Working Together to Improve Food Supply
Chain Resilience

Wolatility and & rapid succession of economic shocks
grs becoming a marked fegsturs of the businsss
environment in which the supply chain operates. The
pandemic, geopolitical challenges. Brexit, input cost
increzses, unprecedentad inflation, high interest rates,
climans events and the cost-of-living crisis have
compounded one another to stress test alobal supphy
cheins, and they are creaking.

One of the bigoest chellengss is that risk and
investment are frontloaded onto farmers; it can take
YE&rS to bring & crop to fruition while most buyers work
on 2 s23sonel cyo'e of l23s than & year [2aving the
burden of risk and financial outlay solzhy with the farm
business until the retailer accepts delivery.

Another challenge is the replacement of short-term
trading model in which prices ref ected supply and
demeand on & wesk-by-week basis with long-term fixed-
price contracts which can span multiple growing
5233005, These contracts are not suitaole for &l tyoes
of produce. Particularty whers shared risk or gregter
reward would encourage investment in innovation to
increase the compatitivensss of UK producers vis a vis
imports. As we have seen with blueberries, a growth
category can quickhy fall into decline if it is deterred
from investing by chegper imports. With prices fived up
to nine months in advance of the harvest, economic
conditions. geopolitical conditions and the weather
compounded the risk to & level which is increasingly
unacceptable to farmers and fixed price contracts have
become harder to manage profitably.

The transition to longer term contracts hasn't spread 1o
Europe where prices move in response to supply and
demand pressures, usually on & weekly or monthly
basis. This model is creating two main problems for UK
food supply. (1) tis increasingly difficult to secure
imoaort deals gt the prices retgilers are able o pay
particularly in times of scarcity. (2) Farmers are
managing their risk by producing less and employing
their assets elsewhere.

ral isticx in your poceet, Dafra, Fearuany 2024
a2 istics in your 1, Dafma, Feoraany 2024
23 Food statistics in your pocost, Defra, Februany 2024

Empty shelves and rationing are becoming are becoming
more commaonplace as the loss of domestic supplies is
not easily replaced with impaorts.

In earlty 2022, 51% of ego farmers told the British Fres
Ramge Egg Producers Association that they were
seriously considering pausing production until they are
pzaid 3 fairer price. Similarly, ADAS reported the averags
free range 2ag farms was on course to lose £382.000 per
flock as output price failed 1o keep pace with the ris2 in
input prices. In July, consumers were paying £0.20 rmore
for a dozen eqgs while only £0.04 made its way back to
the praducers and by November supermarkets were
faced with empty shehbves. Recognising the impaortance of
sacurity of supply, retzilers began offering support
packagss for 2ga producers. Those investing in supply
chain resilience in 2022/23 included Tesco {£37.5m), Aldi
{£38m) and Lidl (£40m). As this example demonstrates,
fair margin distribution and fair t=rms within the supphy
chain underpin national food security ambitions and
consumer choice.

Salad growers are similarly unable to produce for the
prices buyers are offzring. British producers warned that
energy costs prohibited planting in glasshouses over

winter and the supply of home grown salads was seversly

disrupted. Weather conditions in the Mediterranean Basin
compaunded supply issuss; scarcity in the region
reduced the volume available for 2xport and UK buysrs
struagled 1o s2cure deals &t the prices they could achisve.
The zbility 1o negatiate prices mars frequently and have
input costs more accurately reflected in salz prices would
have encouraged rmore UK producers to invest in
production and averted the rationing that ensued.

Repairing the food supply chain starts with sharing risk.
Long Term Agreaments (LTAs) wheraby retailers front
some or all of the costs of production and build in price
flexibility help protect both parties against volatility and
lack in supply for the retailer. In 2022, Waitrose
committad to covering the costs of rearing and producing
pigs and 3'milar agreemants already 2wist 'n mitk. 2003
and beef. In 2023, conversations about LTAS in
horticulture were opened. These agreements incentivise
production by giving security to farmers in volatile
marksts and ensures 3 good return. Retglers ars
competing for suppliers with food service and export
markets, both in & phase of growth, which are often more
profitable amd 2asier o soosss,
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Specifications 'nthe UK are tighter than anywhers 2ls2in
the world and often they do not add value 1o the
customer or deliver & better product. These
specifications add another layer of risk to growers and
gdd to the problem of food waste. The growing
popularity of ‘wonky” fruit and vegetables should
sncouregs retailers 1o loosen thelr specfcations. &
change which would improve returns to farmers and
improve the UK's relationship with exporters.

The digparity in size and concentration of businesses
creates a power imbalance between farmears and largs
retail buyers. The 2007 Curry Report discovered that owver
95% of consumers do their main shopping in
supermarkets. This gives supermarkets, multiples and
major manufacturers significant influence over
consurners and farmers. Leadership teams understand
the importance of strong relationships as evidenced by
the proliferation of brand positions and markeating
campaigns centred on farmers and sustainablz British
production. However, this velue is not reciprocated in
aggressive negotistions to secure the most
competitively priced products for budget-conscious
consumers. The need to suppress retail prices while
negaotiating with suppliers who have seen exponential
increases in the cost of production is deepening the
disconnect between partners in the value chain. Whils
margins at the bottom of the supply chain have besn
eroded by higher costs rising quicker than sale price,
retailer profits are faring better with margins of up o 50%
for some no-added valus categores. Restoring balance
reguires a mindset shift on all parts.

Farmers and producers have besn further entrenched in
the position of price takers with the introduction of
‘service providers” Unlike marketng desks service
providers do not always consult with producers before
offering & price to their retail partner. A system of
intermediaries and buyers with more farming knowledge
would support growers and build resilience into the
supply chain. Buyer inexperience is one of the main
caus=s of tension within the producer-ratailer
relationship. According to the Grocery Code Adjudicators
Survey in 2023, one respondent cited “the standard of
buying in the retgl trade is &t the lowsst 2bo | have seen
in 40 years”. Buyers move between categories maore
quickly and buyers coming into & new category could be
supportad with improved handovers and thorough

training. Waluing long-term relationships and
collzborative conversations need to replace the
increasingly agoressive tactics employed by some
buyers.

How farmers and producers work with retailers needs to
changs. The dairy sectoris & great exampls of how
collaboration can achisve higher prices. If one supplier is
unable to sell &t a given price, it is their problem. If 1000
suppliers are unable 1o sell &t a given price, then buyers
will work harder to secure their supply. Farming is quite a
fragmented secton and we need o reframe competitors
@5 colleagues. Horizontal collaboration gives the supply
base greater strength by offsetting the discrepanciss in
business size and negotiating power.

Business models also need to move. & model based on
just enough’ rether than the traditional oversupply
transfers risk upstream which in turn motivates partners
to velue the primary producer. particularhy where weather
events reduce output or sogring costs pose a threat to
production levels. Pricing will start to mare closely mirror
costs and risks if there is only just enough to go round.

The focus on being better farmers often translates into
being better growers rather than better business skills.
Enhancing the business skills of the farming sector
would equip suppliers with the tools to retain more of
the value in their produce. A recent paper from the
Owford Farming Conference® discussed the nesd for
farming to adopt @ more corporate approach to doing
business. to engags with commercially aggressive
retailers om their own terms.

There is 5tll & relaxed approgch 1o accounting 's some
parts of the farming sector while others are taking a
more corporate line on their management accounts and
z3les forecastng. Wesky 3gl2s mestings, monthly
finance meetings to review the accounts, profit and loss
broken down by egch part of the business, detailed cost
analysis are becoming more commonplace. One farmer
hzs 13 separate cost centres for argble, pigs. rental
income and so on while many reported their costs and
pricing is now calculated to three or four decimal places.
Keeping such a closs vz on the numbers is helping
thess busnesses o identify protlems earlisr identify
which parts of the farm are performing well and which
aren’t and take action accordingly.

YWe are seeing a more sophisticated approach 1o

nain Brokan? Ouford Farming Confanancs, January 2024
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branding produce. Farm businesses are understanding
the power of name recognition and consumer loyalty to
their product. Pink Lady apples were one of the most
popular brands in the fruit sector and they can retail for
up to double the price of & non-branded variety.
Developing a brand gives the supplier 2 point of
difference and & voics in negotiations with retailers as
well a5 3 hezlthier margn. Branded produce has
definite growth potential and in the US cartoon figures
on packaging are being used to encourage young
children to eat & more nutritious diet®=

Farmers and producers nead t2ams of trained
negaotistors wha can confidently negotiate with buyers.
These multi-skillzd sellers who understand their
category, their product and how 1o secure a good

would help to lzvel the playing fizld with the buying
Goliaths.

rvesting in advice 1o help manzage specizlisms such
as energy costs and navigate ESG ":-r’pl ance is
becoming as business-critical s trusted parinerships
with accountants. lawyers, land agents ard tax
specialists.

Understanding the business impacts and
opportunities from climate change is part of the 2024
operating environment for astute farmers and growers.
Retzilers are increasingly focusing on intgrating ESG
(environmental social and governance) into their
operations and reducing their Scope 3 emissions
through their upstream and downstream value chains.
Compliance with these initiatives adds cost and
complexity to working with retailers as do the
nurmercus other audit requirements. However, working
with sustainability advisors can smooth these
reguiraments and positively influence the producers
business operations, such as lowsring energy costs
through the use of renewables or landowning
businesses diversifying into the carbon markst, solar
panels or SFl activities.

Farm business models which are less reliant on
retailers are mare likely 1o confidently negotiate a far
return for their produce. Exploring opportunities in
evport markets and food service as well as dversifying
nto velue-added products and shorter supply chains
can provide robust alternatives to improve profit and

reduce risk. One Kent farmer 25tzblished 2 fourishing
anlinz retail business during the pandemic and hasn't

looked back.

Government is an important partner and uniguely
positioned to unlock the industry’s growth potential.
Businzss to business collaboration s necessany but
not entirely sufficient for supply chain resilience and
growth. International trade agreements which give
greater consideration to UK agriculture would support
fair pricing in the UK and boost exports. Cooperation
between the Depariment for Work and Pensions and
the Home Office would 2ase the lsbou Fah"""ta"_S unti
sutomation is ready to be more widely adopted. Farm

businesses struggle to recruit domestic workers and
increases in the national living wage in 2023 (9.7%) and
2024 (9.8%) to £11.44 per hour are being absorbed on
farm. On some types of farm labour can account for
32% of costs and & 20.4% increase in MLW over two
years has decimated marging. Lower rates of intsrest
would encourage investrment in ggritech. There are &
multitude of ways govermnment mechanizms could
support the UK supply chain to become more
competitive and resilient

Sezasonal labour requirements must not be conflated
with uncontrolled migration. Labour shortages
resulting from the loss of a skilled regular Izbour force
from Europe have pushed the agri-food industry into
contraction. Collaboration betwesn government
departments can resclve the restrictions around Visas
and quotas for the benefit of & more resilient food
supply chain which contributes to economic growth,
public health and environmental recovery.

A government which champions farmers in nationa
paolicy and sdvocates for British produce on the world
stage can reverse the declining levels of production
with supportive policies which motivate investment in
zustz’nzble practices. And & more collaboretive value
chain has the potential to 2stablish an 2cosystem in
which to address real world challenges through
innowvation in technology, business models and
production methods. It would be nurtured by
partnershios betwesn business. universites, policy
influencers and government 1o achigve synergizs which
drive progress, resilience and growth.
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Sustainability Report

Farmers are under increasing pressure from
the supply chain and government to reduce
their emissions. Behavioural change to
improve environmental performance comes
with the need to measure, manage and
report on a new set of metrics.

Business reporting since our last report has
accelerated faster than in living memaory with adoption
of key regulations in Europe and beyond. China, India
and other countries are now considering some form of
reporting reguirements. Why? To remain competitive in
& global market.

YWhilst many businesses are considering how to be
more efficient and focus on their route to being greener
or indeed driving their agenda to becoming net zero -
the robust reporting on climate considerations is
becoming a must. The Task Force on Climate-related
Financial Disclesures (TCFD) cnly relates to large listed
entities (E500m tumcver and 500 staff, or 500 staff
only for AIM). However, these regulations are being
cascaded through the business food chain'. Reporting
is more than a tick-box exercise for a companys
annual report, TCFD reporting provides consistent,
decision-useful and forward-looking information on the
material financial impacts of climate change. From
2023 reporting, non-listed entities with £300m turnover
and 500 staff are now in scope for climate related
financial disclosures (UK CFD).

Both frameworks are designed to reshape business
and provide the gold corporate standard on
sustainability related financial disclosures. Mearly 60%
of the world's 100 largest public companies support
the disclosures or reporting in line with the TCFD
recommendations and various countries are taking
steps to encourage TCFD implementation and in the
UK, the Financial Conduct Authority and UK
Government have set a path to mandatory TGFD

reporting. With the government pledge that by 2025 &l
companies will be reporting some form of climate
analysis, and with the EU committing to an abridged
version of Climate Sustainability Reporting Directive
(CSRD) for companies with tumover over 40m Eurc.

These standards are coming down the track; reporting
gside. they provide & framewaork for business bensfits.
TCFD disclosures can help pinpoint how climate
change could affect revenue and costs, and challenge
long-held essumptions of future value — both where
value might be eroded and where it can be created.
These insights help inform strategic decision-making
and the choices needed to be made to grow your
organisation. Elements of the TCFD framework can be
applied industry-wide, regionzally or even nationalby
where there is systemic cooperation to model the cost
of carbon, costs and ultimate impact on the profit and
loss account of business.

Therefore, TCFD disclosures start to provide & clearer
understanding of where and how to make low-carbon
investments, and often kickstart broader strategic
discussion on the optimal business model design to
succeed in & climate-compatible future. It provides a
confidence boost for stakeholders. Finally, as we
eXpect, @ssurance can help support strategic
objectives and risks associated with unchecked ESG
claims and ‘greenwashing’ considerations. It's likely
that external assurance over TCFD disclosures will
spon become mandatory and the eveluation of the
agriculture, food and farming GVA can in fact take the
lead by reporting at & level excesding current lega
reguirermnents. One of RPG's two core principles - food
security for the UK of no less than 70% by 2030 - has
now entered the mainstream.

By agriculture and food businesses using the TCFD
Principles of Climate, Risk, Metrics & Governance to
menage their corporate business in a different way —
the way in which collectively the UK rural economy can

positively contribute to the government's ambitious
strategy and be both coordinated and measurad with
clearly reported outcomes.

Key points to consider:

The food value chain must be fulky cornmitted to the
low carbon transition and to enhancing their financial
clmate-rezied dizclosures.

The valuz of disclosure a5 & vital input 1o decision-
making and working towards providing climate-relatzd
fingncizl information that will support informed and
eficiznt capital-zllocation decisions by management
and investors needs 1o be recognised by government
znd stakeholders.

Imtegrating how climate-rzlzted 'ssuss are b2ing
managed across internal governances and risk
management processes and how strategic changes o
maximnize potential opportunities associated with the
low-carbon transition should be disclosed.

Practical steps that could further enhance
climate-related financial disclosure include:

ntegrated risk management climate-related risks
nave unigues characteristics and challenges that
reqQuUire @sse3sment according to & wide rangs of
criteria, technigues, perspectives and approaches.
Climate related financial disclosure and underlying
preparatory work could be enhanced through
development of robust methods to assess and
respond to dynamic., multi-faceted and uncertain
climate risks.

Scenario analysis and decision-making: The
application of scenario analys's as & key tool for
supporting complex decision-making is chellenging.
Consisient approgches ars nesded 1o identify key
assumptions and inputs and the resulting
implications of scenario analysis — including
‘mpacts, dependencies, trade offs, and decisions.

Financial focus: Current financial disclosures include
R&D expenditure ocn and imvestment in climate
sffagtive strategies, products end Senvces,
associated expected financial performance including

sales, EBIT, returns. market size, gnd growth and
financial sensitivity to particular variables.
Imteroretation hers is ke

= Value chain perspective: While individual corporate
zcuon '3 witsl, the most effective and scalzkle
climate solutions will be reached through
collaboration between companiss, their customers
znd suppliers. Disclosures can describe and explain
the contribution made by such collaboration and the
enzbling role of & given company in @ wider system

Food, agriculture and forest products are
susceptibls to both the transitional and physical
impacts of climate changs. Business responds to
immediate threats.

- There will b2 change inherent in the mave from
business-as-usual o & low carbon economy while
ragulation, marksts and consumers will shape
aperationzl practices and product offerings. Long
tarm t2mperature change will impact agricultural and
forzstry vields and extrerme weather 2vants have the
potential to cause disruption across value chains.
For companies to develop and maintain resilience in
the context of climate change, production and
consumption must adapt and transform.

The food value chain needs 1o reduce emissions and
become a net carbon sink — restaring the environment,
enhancing biodiversity and improving soil health. Food
production systems must transform to achisve greater
productivity, resource efficiency and resilience to
climatz varianility. These Imperativas creste business
opportunities for companies to provide solutions and
those who capitalize on them while adapting and
transforming to mitigate the risks will be most resilient
in &n uncertain future.

Agricukture and farming are on the front line of climate
change. They are susceptible 1o both the transitional
and physical threats, and those threats demand 2
response. Long-term temperature change will impact
yizids and extrems weathar events nave the potential
to cause disruption across value chains. Securing
profitability and & reliable, affordable food supply
requires immediate action.
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Change will be inherent in the maove from business-as-
usual to a low carbon economy while regulation,
markets and consumers will shape cperationz
practices and product offerings. Food manufacturers
have workad tirelessly on sustainable product
innovation in response to government nudges and
consumer demands and have reduced the amount of
water and plastics used in the supply chain. For
companies to develop and maintain resilience in the
context of climate change, production and
consumption must adapt and transform

n summary, callective responsibility and opportunity
for enhancing disclosure are game-changing
appartunities for the modern farm and food business.
The commmitrment enhancing climats-related
disclosures through continued collaboration with other
l=aders, businesses (our RPG Advisery Counci
included) and with users of disclosad r:a'rra'.'-:r. In
common with other companies, we contend that
individual, corparate and global gogls to address
climate changes and 2ssociated disclosures wil be
miost effectively achieved through collzboration. We
call for collaborative efforts to develop complex

decision-making technigues using scenario analysis by

sharing knowledge and data and building communities
of practice.

We glso urge government to recognize and reward

positive climate action and resilience measures. Finally,

we call on policy makers to develop clear and
consistent long-term frameworks aligned with climate.
agriculturzl, food and forestry scisnce to cregte a
stable and enabling operating emvironment aligned to
Eurcpesn standards and set out & rcadmap to support
businessas from the SME through to the Listed entity.
Thizs will allow companies to optimize both business
and climate performance.
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RPG's climate related disclosures

This report sets out our climate-related financizl
disclosures under a transition lens, which have been
drafted to demonstrate our progress towards alignment
with TCFD from financial year 2022/2023. This is an
outline report marking our intention as RPG to build
clear and well-structured proper disclosures serving as
best practice for the sector.

We have done this 1o demonstrate, both intermally and
sternally the importance of climate-related issuss
within cur brogder sustainability program as a
membership crganisation, and also to generate the
internal momentum to ensure that we are in & position
1o produce high-guality disclosures in future years at &

county level. We recognise that this is & complex issue
gnd the TCFD recommendations are stretching and
continue to be so. For the business to report maore

accurately. it needs to build & compliance framework
and the Council with the

Oarg
assurance that disclosures are robust.

This iz complicated by the fact that the majority of the
commitments invelve medium- to long-term forward-

against future targe:a will be vital. As & resuly in '."'5
first TCFD report, we have attempted to explain our
position, state our expectations for the future and.
importantly, identify where additional work is required
for us to disclose fully against &ll TCFD
recommendations in the future. This is & ‘naticnal’
report — spanning the county of Surrey and is
attempted to be indicative

o

also recognised that we are transitioning in this
spece for 2 ‘county report of this nature. Theare ars by
glernents that ensure & transition report is credible:

A climate transition framework is & time-bound actio
plan that clearly outlines how an organization will
achieve its strategy to pivot its existing assets.
operations and entire business model towards a
trajectory that aligns with the latest and most
ambiticus climate science recommendations, i.e
regching net-zero by 2050 &t the latest, thersby limiting
global warming to 1.5°C.

Industry broken down by disclosure tier

Paroentage
L: Ar &l
Apparg] r:), =
Blatach, kealths care  pharma @ =
Financial servicis @} -
Food, beverage & agriculfure @ —

Fazsll Fusls @ e
Hoapitaltty | : m
Infrastrsctura O —

International Eodiss O 1

Manufactering O

Materlals @ &

Power gensration GI Iz

Transpartation services @ wm

Globally, Food, Beverage & Agricukture still has a wey o
go in terms of reporting. Environmental disclosure
alone is not enough — it needs to lead to accountability
and transformation; hence the relevance of climate
transition plans as part of 3 businesss stratzgy.

A strategy for the future

The newly formed RPE Board has considered climate
change as an emerging risk for 3 nurmber of years.
However, it has previously concluded that it should not
pe & standalone principal risk as the impacts, and
thersfore mitigations, are beter servad oy
ncorporating climate change into other existing
principal risks. This vear, the Board, with input from the
Advisory Council and newly formed supporting thought
eazders have concluded that, while this overa

approach remains correct, RPG should be maore overt

n positioning climate and thematic transitional risk.

This i5 dus 1o the urgency of the climats crisis, the
increzsing demands from stakeholders, and the
forthcoming introduction of new regulatory obligation
and reporting requirements.

We are going to plan for the development and research
of the Food & Agriculture Climate Framework (FCF) for
the food and farming sector, to measure and Manage &
broad spectrum of issues with climate change and the
environment &t the forefront.

Furthermore, we have
jdentfedthe nzzd o
better understand
transition risks as
consequence of
increasing regulation and
hanging societa

| svpectations. This will be

[ | the focus of our scenario

I gnalysis work in 2023/24,

which will be carried out to
[ ] update our understanding
N | and quantify the impacts
of climatz-relatzd
transition risks, as well as
physical risks and market
opportunities in line with

scommendations. i is
our intention to work with stakeholders and take action
w0 address the lang-term implications of climate chanas
On our corporate reputation, regulatory environment,
physical assets, supply chain continuity and impacts for
products and services.

|'_||

Future Transitional Milestones in our
Climate Change Journey 2024

= Full submission with national data on ESG Metric
and Emissions for the 3 counties RPG has ﬁ"anc'a [y
valusd to date: Kent, Lincolnshire and Surrey.

- Establish our Food & Agriculture Climate Framework
(FCF} in line with TCFD requirements.

= Mew targets approved by the Science Based

gets Initiative.

- Sign up to British Retail Consortium’s Climate
Action roadmap which will align to the wider
approach for regions
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Government data below shows the national picture
regarding GHG emissions. which clearly indicates the
impartancs of segmentation of emissions a3 well a5
the relevance of CO2 and methane in the agriculture
and food valus chain mix. The level of understanding
and knowledge in tarms of businesses addrassing
these matters. further highlights why RPG reporting
and recommendations are important.

Otherss, 4%

Waste 4% —\

Total Domestic
GHG Emissions in 2021:

Residential, 426.5 MtCO2e
16%

Business, 18%

[k DEFRA — Agri dimate report 2023 staticfical Govenmant Data 20%3]

Enhancing Governance

Atthe end of 2023, in response to increasing
stekenolder interest end pressures relating to
environmental, sustainability and governance matters,
the RPE has evolved. Weintend to st up a Commities
on ESG. While the creation of this new Committes
provides enhanced visibility at the top of the
organization and what we do, itis only part of the wider
governance arrangerments in placs to support the
Committee, and ultimately the Council in leading the
RPG response to these issues and discharging our

responsibilities. particularky in this ares of increasing
focus and regulation.

Az with all matters delzgated by the Board, from 2024
the Ewacutive Director and the President ars ultimately
tasked with the delivery of the arganisations ESG
alignment and promiotion of best practice. To
effzetively discharge these duties the Board has
collzctive responsibility for the delivery of the ESG
targets for 2ach county that has been, 25 approvad by
a newly formed ESG Committes on behalf of the Board
& Council.

While the detailed delivery plan and means of
measurement underpinning a realistic ambition
on emissions reduction and future TCFD
statements will oe developed in 202324
waork is glready under way to develop and
agrae short- and mediurn-term targets
for areas within the reparted counties &3
well 23 the structure to aggregats them
gt 3 lizwed reporting level Performancs
against these targets will b2 tracksd by
the ESG Committ=e with quarterly
reports being provided to the Council
{25 resources and funding permits) and
2t least annually to the Board.

Gas emissicns, chemical use, soil and
crop management and transportation
contribute to climate change
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Climate changes impacts on temperature, rainfall and
pallution negatively impact agriculture production

[UK CEFRA — Agri dimate: report 20%3 statictical Govammant Data 03]

Addressing risk

REG i3 establishing 3 risk management framewark that
allows consistent adherence w0, and application of risk
management principles, with 2ach report that is
produced having its own risk register for identifying its
spacific risks. Climate changs is to be considerad
within two principal risks in the Group risk assessment:
“zociztzl license 1o operate” Nas bheenidemtifed ez 2
n=w principal risk and we have specified & further
specific risk concerning “future compliance with
mandatory TCFD reparting in our reporting for the RPG
& the Businesses that generate in scope GOP”.

At 3 functional lzvel, climate changs considerations are
integral to RPG's two core principles of fair distribution
in the food supphy chain and self-sufficiency. The
structure of RPG means that as the organisation
becomas maore structursd, best practice will b2
czscaded out 1o the l2ading businessss and industries
in parallzl 1o increasing leaisiation.

As required by the UK Corporate Governance Code,
isted entities are tasked with ensuring the
affzotivensss of the risk manzgemeant process, a3 well
as confirming that the principal risks and
uncertzinties of the business are appropriately
dizclozed =vtzrmally.

Metrics and Targets: what's the plan?

With the FCF, we will make targeted commitments as
part of the 2024/25 program of work. We will also
introduce planning for our science-based targets. The
final suite of metrics would nesd to be agreed by
business and government, but we would propose the
following agroecological markers for consideration:

« Bird numbers « Tree numbers

« Water function of soils - CO2 balance
« Pestabundance - Airquality

« Water quality - Farm profit

Our strategic ambition is to enhance our climate
change commitments by a realistic and structured
program of reductions across the counties we report
upon. As a ‘PLC report we are responsible for ensuring
that we are meeting this cbligation in a logical and
transparent way.

We have not y2t stated whether operations today will
be net zero emissions by 2035 or any other year. Over
the course of the next 12 months, we will set out what
we mean by and the rolz that reductions. renswahble
energy and remevals {offsets) play in meeting the
overall ambition for agriculture food and farming. The
results from scenario analysas will also infarm our
proposed metrics and actions 1o be taken on climate-
related risks and opportunities.

Conclusion

Since 2019 when RPE was 521 up we mads it clear that
we needed 1o raise the profile and in turn value of the
food supply chain. REG has done this through &
programme of Sustainable Food Conferences, an All-
Party Parliamentary Group on Fair Valus in the Food
Supply Chain, Rural Economic Development Talks to
tzckle the big industry and environmental issues and a3
virtual Agri-Food Price Cluster welcoming all parts of
the supply chain to come together in collaboration.

During the movement reporting details of a credible
climate transition plan. it is cl=ar that better qualty
disclosure is needed, but pivoting towards a 1.5°C-
gligned trajectory is & joumsy.

We are commitied to ensuring the GOP that we report
upon as & PLC financial statement is climate risk
trensparent and this report acts as developing best
practice for business to report clearly and to show the
role that food and farming has in the UK business
consciousness and works tirelesshy to support
customers, businesses collectively to deliver the food
and farming industry’s emissions reductions and
peyond the basseline.
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Surrey is an affluent county with a
high population density and closely
connected to Greater London, both in
terms of commuting, markets for
food and drink and the development
pressures that come with being
adjacent to a global city. This gives
Surrey’s farmers and food businesses
a high value consumer market, both
in the County and in London to
exploit but also makes it an

expensive place to be based.

'Surreg Agrlcultu re
and Food Chain

Surrey’s 951 farms are typically smaller than those
found across the South East or at the England level,
with many small farms having survived.

However, gbout 71% of the fermland is now managed
by just 155 farms, which are focused mainky in the
ceregls and dairy sectors. In contrast most of the
smaller farms focus on lowland grazing and
horticulture.

The County also has a high degrees of focus on farm
diversification as the population density and
accessibility to London and the wider South East
makes farms in Surrey very sccessible w & large
gffluent population. Activities such as the Surrey Hills
Artisan Trail promote links to farms and small food
producers to exploit this.

surrey has a small food processing sector, but is
more active as a base for importers and some major
international food chain businesses who have their
UK headquarters in the county.

Major food chain companies include the aloba
headguartars of Nomad Foods (£3bn annual sales and
7.900 staff) and Compass Group (£31bn turnover and
564,000 staff), as wall as UK headquarters for Saputo
Dairy, KFC UK, Krispy Kreme, Asahi and offices for
Unilever and Cargill. Surrey also has multiple impaorters
supplying & wide range of global foods to the LK
rrarket

The food chain accounts for 9% of Surrey's businesses,
but over 19% of smzll. 11% of medium and 12% of
larger business units, showing that it is more impartant
to the economy for businesses employing over 10
staff. Surreys” food chain has a GVA of nearly £3billion,
but this is dominated by the consumer 2nd of the food
chain with a GVA of £2 &billion, with under £0_4billion in
food production (farming and food processing).

In employment t2rms. agriculture and food processing
is anhy 1.4% of employment in Surrey comparad to
3.1% nationally, supparting a total of 5,500 jobs.
However, aiven its laroe consumer base, if the
consumer end of the focd chain is added (food retail
and hospitality} total employment rises to 71,500, or
12% of employment which is n2arly the same 25 the
nationzl average. This shows that in Surrey the
industry is skewed towards consumer facing activitizs.

Surrey s & nationzl and internationzl expertise,
innavation and tegching in animal health, with Pirbright
Institute. the University of Surrey Vet School and the
Animal and Plant Health Agency (APHA) all having
made substantal ‘rvestments slongside government
and industry. APHA are working with government to
invest £1.4billion in & Mational Science Centre for
Animal Health in Weybridge, which will be & leading
alebal centre for animal health research.

8 Burey - & graat placs to oo cusinass | Surey Busness
27 Labow Markat Profile - Nomis - Offidal Census and
Labowr Markat Sratictizs [nomiswei. couE)

Surrey University is also ranked 2nd nationally for food
sciznce and with Merrist Wood College, Surrey is well
served by an ecademic, education, innovation and
research cluster to support the agriculture and

food sector.

1. Context for the Surrey Agri-Food Sector

Surrey 13 an aflusnt, dznsely populated and relatvely
small county on the South West edge of London with
1.2million residents and 110,000 businesses.* Surrey
is an attractive county, with rolling hills and genearalhy
small fizlds interspersed with areas of woodland,
nedges and ar2as 52t aside for nature and recreztion.

56% of the population have L4 qualifications and
gbove, well above the English averagz of 47%. Thisis
closely correlated with higher incomes with Surrey
rezidents earning an average of £812 wesk in 2023
compared 1o £683/wesk across England. T With high
income consumers, many of whom have busy lives as
commuters or in professional jobs, Surrey’s consumers
are gble to spend more on food and drink, but want to
experience distinctive products and put an emphasis
on local sourcing, taste and heglth. In addition to
favouring local food producers, they are also prepared
to spend on convenience, eating out and food and
drink experiznces. This creates 3 very fertile
environment for specialist food and drink producers
and wholzszlers.

Furthermaore, through its prosimity to London and with
=xcellent nationzl connectivity, Surrey is an idzal base
for those looking to serve the food and drink rarket in
London as well as national distribution. The county
therefors has & cluster of food importers, attractad oy
this 2asy markst acoess and connectivity to the UK's
twa largest airports at Heathrow and Gatwick, both of
which neighbour the county (Surrey goes to the
boundary fance of both airports). Surrey is also on the
routes from major food ports including Southampton,
Portsmouth, Dover and the Channel Tunnel.

For farmers and food businesses Surrey can o2 an
sxpensive location 1o be basad, as land costs,
buildings. wages and many other inputs are more
=xpensive than other greas of the UK, but this is offset
by its strateqgic location and very affluent consumer
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base. Being adjecent to the UK's only global city, with
London the centre of UK hospitality and retailing.
means the food and drink sector in Surrey has focused
on the full consurner value chain from production to
consumption.

Surrey's agriculture is supported by a thriving agritech
and skils se:tnr with the Animal and Plant Health
Agency (APHA), developing a new £1 i“'l':nn Mational
Science Centre for Animal Health in Weybridge and the
Pirbright Institute providing national and internationa
capability in livestock "‘EE|t|‘|

APHA and Pirbright work closely with the University of
Surrzy, which as well a5 large programmes in
vaterinary heslth and food soience, have invested in the
growth of the space sactor including applications
focused on agriculture. Merrist Waood is & leading
agriculturzl and horticultural college based at
Waorplesden, which suppaorts the industry with skills
development

a. Farming in Surrey

Surrsy has a diverse rangs of agricultural activities and
farm sizes. Smaller farms, with a size of around 20
hectarss, reflect the agricultural history of the county
and Surrey retains more small farms than most other
countes. Ithas en aversge farm size of 88 hectares,
significantly lower than the regional average of 87
hectarss in the South East region®®, which has an
gverage farm size almaost identical wo the Enalish
zvarzge of 35 heotares.

The reasons for the retenton of smaler farms iz
complex, but 'z belisved to relate to the more
diversified nature of farm busnesses in Surrey and the
zbility to target high value direct 1o consumer markets
which rely on personal service rather than always
chasing economiss of scale. The marks:s also includs
farm diversification as well as food production.

[
LR

The high levels of land development pressure in Surrey
means that most farmiand sold has multiple potentia
uses and buyers. with commercial food producers
often priced out by competing lifestyle buyers or those
seeking to use the land for & non-agriculwral purpose
This means the trend to farm amalgamation seen in
other regions has not occurred to the same extent in
Surrzy. Development pressurs glso incentivises
farming farnilies to retain their land in the hope that
zsome form of diverzified land use can be achisved at
some point in the future.

Smaller farms have often diversified into farm shops
farmers markets, agritourism, and educationa
programimes. They also engage 'n valus-adding
activities such as production of speciality foods as well
&3 running consumer facing events such as festivals
farm-to-table dinners and direct sales. The Agricultural
Census®™ shows that 38% of farms in Surrey are
rented, significanthy higher than the national average

of 28%.

This diversity of farms is & real strenath given the many

chzllenges impacting the industry and the rapid
hanges in the economic and political context which is

creating exciting new opportunities for agricultura.

b. Farm diversification

Entreprzneurial farmers 'n Surrey nave adapted o
change by focusing on diversification including
opening farm shops, farmers markets and agritourism
VENUSS 1o 2ngaos with consumers, offer valuz-added
products and create nove! farm experignces®

The NFLU faor 2xample argues that for farmers in the
South East keen 1o sty ahesd of market chanoes. the
key is to ‘prioritise investment in products where
demand is expected to grow, or where the region has
particular advantages, such as the largs growth
patential in viticulture, growing dermand for fruit,
ormamentzls, other glasshousze crops and natdrally-

grazed meat and dairy products.

The Agricultural Transition Is helping support farming
in protected landscapes. For example, the Farming in
Protected Surrey Landscape (FiPL) programme®,
which runs until March 2025, supports farming in

Surrey'’s Areas of Qutstanding Natural Beauty (AONBs).
This programme g" VES ;FEI"IL: to farmers and land
managsers via Surrey Hills Trust™ to: support nature

recovery: mitigate the impacts of climate changs:;
provide opportunities for people 1o discover, enjoy and
understand the landscape and its cultural heritage; and.
to protect or improve the quality and character of the
landscape or place. Mare broadly the Environmenta
Land Management Scheme (ELMS)** supports farmers
across Surrey to adopt sustainahble land management
options and the linked Farm Investment Fund==
supports Investment in productivity growth

c. Food processing

Surrey has & strategic location, adjacent to London,
|=nt connectivity and easy access o multiple
gateways. This has made it a key location
for company headquarters for the food industry and
Surrey is the global headquarters of major food chain
companies including

- Momad Foods™ {which includes Findus, Birds E =
gloo, Green Cuisine, Ledo, Aunt Bessies, Belv
Goodfellas, La Cocinera, Frikam) with £3bi I'"" of
gnnuzl szlzs and 7,900 swaff of whom over 1,500 ars
in the UK {2023).

- Compass Group™ is headgquartzred in Chertsay,
Surrzy and is Eurape’s largest contract catering
company with a turnowver of £31billion {2023} and

000 staff.

- Kingfisher Foods Limited*® zre oas=d 'n Rednll and
are now the UK's biggest own label supplier of
canned fish and the largest Pole & Linz and FAD
Free tuna supplier, with a turnover of £75m
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Locel food and drink is also an important part of the
tourisrn economy, with growing evidence that a
distinctive food and drink offer can help to attract
higher spending tourists who place a premium on
speciality food and drink.

A good example of catering to this market is the Surrey
Hills artizan tra’l, which includes 15 businesses of
whom: 4 ara vingyards: 1 is & breweny: 1 is a distillery;
1is & bakery: 1 is a honey producer; 115 a curry
manufacturer; and, 113 & chesse maker, with & further
2 making products from local wood.

This means 12 of the 15 producers promotad by the
artisan trail are either dirsctly invalved in agriculturs
and the food sector, or use land based products grown
on farms.

e. Ornamental Horticulture

Surrey is important to the ormamental horticulture
sector, flowers, gerden plants etc. because thas 2
|arge number of plant nurseries end garden cantres 1o
service its large affluent population.

This part of the industry is also closely linked to
nationally important gardens such as Wisley®® run by
the Royal Herticultural Society (RHS), which is one of
tne World's leading gardens and centres Tor
horticultural training and eduation.

u

ardan Wislay | Days and @vants in Sermay S BHE Gardaning

2. Industry Metrics

a. Agriculture®

=
=l

rrey had 915 farms in 2021:

155 {17%) of farms are over 100 hectares with
41,806 hectares (71%) of the farmland. These

farms are mainly specialist ceresl or disry farms,
with the 16 dairy farms having the largast
gvergge size of 1971 nectares, whilst Surrey's
specialist ceresl farms averags 170 hectares,

n contrast 30% of the farms, 457 farms, are
smller than 20 hectares but only account for

3,626 hectares (6% of the farmland area).

The smaller farms in Surrey are predominantly:
448 lowland grazing farms with an average size
of 47 hactares; 53 speciglst horticulture farms
with @n gverage s'ze of 27 hectares; and 10
specialist poulry farms with an average size of

22 hectares.

Farmland Area -Table1

Surrey

58,866 hectares

. (0.6% England's farmland)

The county has & very diverse cohort of farms, from
|args arable and dairy farms to hundreds of smaller
specialist farms. In grazing livestock the small gverage
size and the low output per nectars which typifiss these
farms, means some have ne full time staff (including
the farmer’}, but are run on a part time basis alongside
other businesses or emoloyment. The pressncs of &
largs cohort of smaller farms means that the averags
size, at 68 hectares is well below that found in the
wider Scuth East region or across England (table 1).

Farms in Surrey allocats their land differenthy o the
South East or England averages, with l2ss lend used for
cereals and other crops including horticulture, but more
land used for grazing livestock. It has no specialist pig
farms and only & small number of pouktry producers.
Land use for dairy farming is typicel of the South East,
but lower than the average scross England (table 2.

South East England

1,133,816 hectares 8,975,549 hectares

Ayerage farm size &6 hectares

87 hectares &5 hectares

Land Use on Farms (hectares) - Tablez

Junrey 13240 | 13183 140z 0 &N 3.058 21.058 2992 8,566
2% 2% 2% % 0% 5% 36% 10% 100%

Jouth East 43% 13% 3% 1% 1% 29 21% 112 100%

England 3% 17% 2% 1% 1% 9% 28% 10% 100%

i
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Surrey is in common with the South East more wooded
than the rest of England with £.33% hectares of farm
woodland or 11% of the farm area. This significantly
higher than the 8% of farm ar=a used for woodland in
the South East region and 4% across England.

Mationally a lot of farm woodland was neglectsd and
unmanaged for decades until the 2000s, but the last 20
y2ars have 3220 a3 renzissance in the rolz of woodand,
with mare investment, new markets being developed
{2.g. carbon markets) and expansion of existing
markets for woodfusl and the use of wood in
construction. The South East has besn at the forefront
of this renaissance and with government committing to
trebling the English woadland area is well placed 1o
|=ad this growth in the impartance of woodland.

Farm Workforce in Surrey - Table 3

[f1he house value s 2vcludad, veluss sungestan
gverage of £20.000 par acre or nearly 50,000 per
hectare. This suggests based on 58,866 hectares a
‘bare land valus of £2.94 billion, but once linked
residential property (2.g. farm houses) and buildings are
addzd, the total is estimatad to be double this, or at
least £6 billion.

Mationally, DEFRA records that 19% of total farm assets
are tenant capital crops. buildings, [vestock, machineny,
suggesting that & further £0.63 billion of tenant capital
is likely to be on Surrey farms (based on the farmland
walue of £2 94 billion), giving & total valuation of £6.7
billion.

Farmers, partners, directors & spouses Salaried Regular workers  Regular workers  Casual workers

full time part time

J1e 220 2,380

ncluding farmers and their spouses, the industry
employed 2,580 people in 2021 {table 3), 0.9% of the
English farm workforce, which is higher than the 0.6%
(table 1) of the national farmland area it manages. This
sUQg=ests the industry i3 less mechanized and uses
more labour per hectare than in typical nationally,
reflecting the focus on smaller farms. more arazing
[rvestock, with smaller figld sizes and mors
diversification

Farmlznd in Surrey is valuable beczuse of the location
and the potential for multiple ather uses, from eguine,
1o leisure or development. Evidence from UK land and
farms*? shows that most farmland in Surrey is linked to
|arger houses, '3 marksted 23 suiteblz for gltermative
uses. or even when only used for agriculturs and in the
areen belt, is worth considerably more than the

nationz! averags.

B0 hitpslwwwuklandandfarmis coos!
E1 W2 DEFRA U581 farms and OMNE 850 farms, &ffer dus fo ffemnces
in mathodology

With average borrowings in UK agriculture of £.5% of
asset value, this suggests borrowings of £0.44bilion
and & net valus of £6.3billion. This means the industry
iz well captalised and this supports investment and
borrowing both in farm production and farm
diversification.

b. Feod Chain Businesses

Im 2023, Surrey had a total of 850 business units® in
agriculture. forestry, and fishing. with a further 160
food and drink manufacturing business units; a5

c2n be s22nin table 4 below.

2023 Agri-food Chain Business Unit Count in Surrey

(OMS Business Units Count)

2023 Agri-food Chain Business Unit Count in Surrey (ONS Business Units Count) - Tsble s

Industry Total Micro Small Medium Large
(0-5) (10-49) (30-249) (230+)

01: Crop and animal production, hunting 710 670 35 5 u]
and related service

0Z- Forestry and logaging 120 105 10 o] u]

03: Fishing and aquaculre 20 20 0 0 0

Agriculture, forestry & fishing (A) (1-3) 0

10 Manufacturs of food products 125 g5 30 3 0

11: Wanufacturs of beveraoss s 30 3 0 0

12 Manufacture of tobacco products 0 0 0 0 0

Food and Drink Manufacturing (10-12) 160 125 39 5 0

161: Sawmilling and planing of wood 5 g 0 0 0

Core Agri-Food Inputs, Machinery & 70 45 5 o] u]

Services Provision (2015, 202, 283, 2593,

4577, 452 4887, 64207)

Partial Agri-Food Inputs, Machinery & 28 21 g o] u]

Services Provision (2222 (50%); 2812 (50%);

2822 (S0%); 2829 (25%); 29202 (S0%);

23312(25%))

75 :Weterinary activities (20% allocation) 40 2 10 a ]

Provision of Temparary Labour 50 40 g 2 1

(782 & 78109) (5% &llocation)
Agri-Food Inputs and Service Provision Total

Core Agri-Food Industry (Production and Inputs)

502 304, 3121, 52101, 32102, 32103, 32211,
52219, 52241, 52242 & 52243)
30% allocation Agri-food

Agri-Food Retail, Wholesale and Logistics

Total Agri-Food Industry
Total &l broad industrial groups

£9.950

80,925

7,300

1.500

(Agri-jFood Retail, and Wholesale (4617, 1,705 1280 330 70 20
4EZ 4711,472 4778, L4721

56 - Food and beverage service activities 3.300 2270 930 70 3
Freight Logistics & Warehousing (492, 4541, 224 192 1 2 2

L le]
s
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As shown, the total agri-foad industry in Surrey in 2023
including related and suppaorting enterprises operated
from mare than £.400 business units. ar 9% of Surrey
business units. Of not=, is the larger proportion of smal
(19%) medium (11%) and lzrge {12% of larger units)
sized business units in the agri-food chain, in particular
within the food and bevarage s2rvice aotivities sector
2z compared o 3l sectors. The lower percentags of
total business units s because comparsd 1o the
economy &5 a whole agriculture has fawer micro
businesses.

t can also be seen that the number of units after the
farm and factory gate. involved in the distribution and
retall of food and drink was maore than 4 times those
imvohved in the primary production of food and drink
either directly or indirectly in Surrsy.

This multiple is also larger than that se=n nationally,
whare zoross England there wers just under 2.5 times
&5 many business units invohved in the distribution and
retail of food and drink &s those invohed in its primary
production and processing and linked support services.

This disparity can be s22n in the following tables 5. &
and 7.

2023 Agri-Food Chain Business Units in England (ONS Business Units Count) - Tsbles

Industry Total

Micro Small
-9 (10-49) (30-249) (230+)

Core Agn-Food Industry (Producsion and Ingert)

4711, 472, 4778, 8. 4781)

1 - Agriculture, forestry & fishing (A) 55405 91.430 3460 445 70
Food and Drink Manufacturing (10-12) 11,440 Bo45 2245 805 245
Agri-Food Inputs and Service Provision Total 10,791 8042 2,185 43z 55

(Agri-)Food Retall, and Whelesale (4617, 483, 93,510

107517
£9.410 20385 2893 805

Total Agri-Food Industry

Total all broad industrizl groups 2

56 - Food and beverage service activities 168210 115,505 45075 3515 115
Freight Logistics and Warehousing (492, 4841,

502, 504, 5121, 52101, 52102, 52103, 52211,

52219, 52241, 52242, & 52243)

30% allocation to Agri-food 19892 17,144 1817 522 107

2315540 340,350 70325 10,650

Industry

England Business Unit Count 2023 Proportion - Tables

{©-9)

(10-43)

01 : Crop and gnimal production, hunting and 3.30% 3.749% 0.93% 0.e1% 0.65%
related service activities

02 : Forestry and logging 0.12% 0.74% 0.07% 0.02% 0.00%

03 : Fishing and aguacultura 0.06% 0.07% 0.01% 0.00% 0.00%

1: Agriculture. forestry & fishing (4)

Food and Drink Manufacturing (10-12) 042% 0.35% 0.68% 1.74% 3.23%
Agri-Food Inputs and Service Provision Total 0.39% 0.35% 0.64% 0.71% 0.55%

Core Agri-Food Industry (Production & Input)
Agri-Food Retail, Wholesale and Logistics

Total Agri-Food Industry

Industry

Surrey 2023 Business Units Count Proportion - Table 7

Total

Micro

{©-9)

(10-43)

Mediom  Large

(50-249)

{230+)

01 : Crop and animal production, hunting and 1.02% 1.10% 0.48% 0.33% 0.00%
relatzd service activives

02 : Forestry and logging 0.17% 017% 0.14% 0.00% 0.00%

(03 : Fishing and aguaculturs 0.03% 0.03% 0.00% 0.00% 0.00%

1 - Agriculture, forestry & fishing {A)

Food and Drink Manufacturing (10-12) 0.25% 0.21% 0.48% 0.33% 0.00%
Agri-Food Inputs and Service Provision Total 0.27% 0.22% 0.41% 0.13% 0.23%
Core Agri-Food Industry (Production and Inputs) 1.72% 1.73% 1.51% 1.13% 0.23%
Agri-Food Retail, Wholesale and Logistics 747% £.74% 17.82% Q3% 12.05%

Total Agri-Food Industry

T9%

19.3%

11.0%

123%
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Logistics Businesses

Table § shows the number of freight and logistics n contrast to Surrey, across England freight logistics

business units operating in Surrey in 2013, 2018, and and warshousing increased significantly in the last

2023, by the employment size band. decade, with 3 79% increase in the number of 1ota
business units in these industries, driven in large by the

As shown ower the 2013 1o 2023 period, the number 90% growth of micro business units, with medium

and proportion of total business units within freight business units sesing growth of only 24%. Thess

|ogistics decreased, however, the propaortion of |ogistics s=ctor increasss are significant when

rmedium and larger sized business units in the compared to the overzll growth of business units

industry increased. goross gl industries of 22 5% Bcrnoss the same

decade pericd.
As noted in section 2c below, approximatehy 30% of
road freight in the UK is related 1o the agri-food
industry. Conseguenthy, 30% of the 745 business
units active (or 224) within freight and warehousing
within Surrey in 2023, are estimated to be food chain
businesses. This logistics sector employment can be
compared to England over the same time period a5
shown below.

Freight Logistics Businesses by Business Unit Count, 2013, 2018, and 2023 - Tables

Year  Industry Toal Small Medium Large
(10-43) (30-245) (250+)

2013 - rig £3405 A350 15 H . -
=1 ’_J e : e SEEs 200 2Ll Growth of UK Freight, Logistics and Warehouse Sector - Table s
Freight Logistics & Warehousings S&0 73 20 -
Freight Logistics & Warshousing 1.57% 1.08% 1.33% 0.00% Year  Industry Total Micro Small Medium Large

0-3) (10-43) (30-243) (230+)

(% all industries)

2013 Al Industri 36615 30,070 1.400 230
- pp— p P r— e 200 3 NaUsres alola] B L . ik
2018 | Al Industries 72,700 7.380 520 215 - — — _ e o =
Freight Logistics & Warehousing 840 =5 . Freight Logistics,Warshousing 2234320 851,625 685210 9950
iy = - = = ad o
— — - . e = 0 Freight LogisticsWarehousin 1.54% 1.62% 215% 231%
Freight Logistics & Warehousing 18% 0.35% 0.00% el HI : Sﬂt L g = = &
, : g (% gl industries)
(% all industries) RE e e
o - e - = —— — = 201 Al Industries &&,000 58560 5520 1,620 300
2023 | AllIndustries £3.250 50,325 7.300 500 220 = o TEseE : il o — et
Freight Logistics & Warehousing T B0 = AT = Freight Logistics,Warehousing 2,697,205 2283480 333240 63,95 10,520
SIQNT LOQISTICS & vvane g 5D 4 FLl £ =
— —_— - = == 3 = = Freight LogisticsWarehousin 245% 256% 1.66% 232% 285%
Freight Logistics & Warenousing O7% 10%% 0.38% 167% 227% i b = iy = — -

P T (% gll industrizs)
(% &ll industries) - :

2023 | Al Industriss 85,540 37043 390 1,740 355
Freight Logistics,"Warehousing 2737105 2315540 240,550 70,325 10,850
Freight Logistics,"Warehousing 2.40% 247% 1.88% 247% 3.32%

(% all industries)

E2 Definad as industry sic codas: 402, 2041, 502, 804, 5171, 82101, 52102, B210d, 52211, 52210, 52241, 52242 L E2343
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c. Employment

As shown in the table 10, agriculture and related
primary production provides 0.571% of total
employment within Surrey, 8s compared to 1.22%
nationzlly. Similarly, examining the whale core agri-
food industry to the farm or factory gate. (including the
activities of input and service providers. e.q., food
packeging. veterinary, agricultural or food machinery
providers, etc), then this industry provides 1.42% of
Surrey employment, against more than 3.1% nationally.

The primary production component of the Agri-food
chain therefore has & local quotient for employment
of 0.4.

In spite of this locally weak primary production, the
proportion of the local economy (by employment)
relating to the retzil sale of food or food and beverage
service activities is broadly in line with the national
average, showing how local production is more highhy
|zverzged towards direct-to-consumer sales.

OMNS BRES Table of Agri-Food Employment in Surrey and England® - table 10

AgriFood Retail, Wholesale and Logistics

Total Agri-Food Industry
Total all broad industrial groups

01: Crop and animal production, hunting and related 3,000 0.51% 242000 1.22%
senvice activities
02 Forestry and logging &50 011% 12,500 0.04%
103: Fishing and aguaculture 113 0.02% 3750 0.07%
Primary Agri-Food Production (1-3)
10: Manufacture of food products 1.750 0.30% 327.500 117%
11: Manufacture of beverages 400 0.07% 33.000 012%
12- Manufacture of tobacco products 0.00% 200 0.00%
Food and Drink Manufacture (10-11) 2150 0.37% 360,700 1.29%
181: Sawmilling and planing of wood 20 0.00% 4750 0.02%
Core Agri-Food Inputs, Machinery, and Senvices Provision 443 0.08% 54538 0.20%
(2015202, 283, 2893, 462, 4661, & 64201)
Fartial Agri-Food Inputs, Machinery and Services Provision 331 0.05% 37,500 0.13%
{2222 (50%); 2812 (50%); 2822 (50%); 2829 (25%);
29202 (S0%); & 3312 (25%))™
75: Veterinary activities (20% allocation®®) 450 0.08% 12,800 0.05%
Provision of Temporary Labour {782 £78109) 950 0.16% 44223 0.16%
{5% allocation®™)
Agri-Food Inputs and Service Provision Total 2351 0471% 152,238 0.53%
Cere Agri-Food Industry (Production and Inputs) 8324 1.42% 875938 313%
{Agri-) Food Retall and Wholesale {4617, 453, 4711, 472, 25438 4.34% 1273750 4.55%
4776, &:4787)
5&: Food and beverage service activities 35,500 6.06% 1,764,000 6.30%
Freight Logistics and Warshousing (432, 4941, 502, 504, 5121, 2225 0.38% 209510 0.75%
52101, 52102, 52103, 52211, 52216, 52241, 52242, & 522473)
30% allocation to Agri-food

63.163 10.77% 3247660
71487 12.19% 4123.598

d.GVA
Employment and GVA in the agri-food chain within Surrey and England in 2022 - Table 11

Agri-Food Chain GVA* Within Surey and England 2022 (£2022)

Sumey
GVA (Em) y Employment

Primary Agri-Food 3763 0.54% 86 017% 358,250 1.28% 13.53% 0.70%
Pradn (1-3)
Food & Drink Manuf 2150 0.37% s 0.22% 380,700 1.29% 27847 1.44%
(10:12)
181: Sawmilling 20 0.00% 1 0.00% 4750 0.02% 194 0.01%
of wood
Core Agri-Food 480 0.08% 47 0.09% 57313 0.20% 4950 0.26%
nputs, Mach &
Services Provision™ 231 0.09% 45 0.05% 37,500 013% 2919 0.15%
Partial Agri-Food
nputs, Mach &
Services Provision™
75 Veterinary 450 0.08% 33 0.08% 12,800 0.05% 1.060 0.05%
(20% allocation)
Tempeorary Labours= G50 016% 35 0.07% 44 825 0.1&8% 1424 0.07%
Agri-Food Inputs & 2391 0.47% Ted4 0.32% 152,238 0.54% 10,354 0.54%
Service Provision
Tota
Food Retall & 23438 4.34% 1,242 262% 1273750 4.55% 29,350 3.06%
Whiolesale=
56 Food & beverage | 35500 6.06% 103 215% 1,764,000 6.30% 43376 2.24%
services
Freight Log & 2225 0.38% 151 0.29% 209,910 0.75% 10245 0.53%
Warehousing™

Food Retail,

Whiolesale Logistics

Total Agrid-ood

Industry

Total all broad 586,250
industrial groups

100.00%

21.306

3.247 660

4123.598

100,00% |27,933,500

100.00%

1132

164.985

1.240.267

100.00%

E3 ONS Business Register and Enployment Surey” open amoess (501510 2022)
££ This taola grovides data o0 tha BRER amploymant measas aveaged ovar tha

021 and 2022 yaars.

65 Allocations are based on the estimated proportion of these sic codes which

wlata o tha agri-focd industry

E& Approarmatshy 30% of UK veterinary practices ar= large animal practizas, wis
laga anmal practioes alss providing aguing vetErnary servioes, approdmatah
2'ards of lange animal vats a= befeved o be engaged on lvestoce wholly or

at-keast partialy. In Surmay the figurs is inflated compared o agricultun’s scake
oy tha prasaoa of vat and animal heakh fadlites with & natonal remit
&g &t Piroright

ndustry as & whdla (i

luding both far Eooursrs, and tamporery food and

&0 SV Hgures retieved from ONE | 2024 | Datesst | Regional gross value: sdded
{balanced] by industry” all ITL ragions with figures for industries 10-12, 56, and

7B for Surmey retrievad from table 3o, and summatad (for ML mgicns

EastSurrey and West Surmey], whameas for all othar mdustias, figoes wes
=stimatas etriavas fomtacls 2o
glomerstion, with & o
thess agglemarations (a.g., si 168-17) assigns
food chain industry componats using an employ
(s such figumes for industries which & mukti number sic code industries, &g,
that would be expecisd for thess industies
porting groug, g. 161 7). For England, figumes ame from
7 vas avallanka for

Sumsand] under a0 ndusty

181, araths average
aggiomerated &
tablie 1z, and ha
o industriss

Joed uncertai W, &S EWA regart
ata granular kel (1-3, 10-1Z, 54, 7E) and agglomeratad GWA
reportng grouns wars less diverss, Le 18,7 was Serives frem the sversge of

for ta [TL ragion of Surey, East and Wast
rtion of tha GYA of
= ralevant Surnay agri
TEEE.TE @EEigTEtoT.

86250

100.00%

27883500

100.00%

drink manufacturing woners].

sz mota 18 Whana nacessay engloymant figeras wane usad toaarapclas
GV estimatas for sub-seciors.

42



As shown in table 11, core agri-food production in
Surrey, contributed less than 1% (0.72%) of GVA in
2022, generating a GVA per job of ground half of thatin
the wider Surrey economy. The low GVA relative to
employment is dus to the fact that in Surrey there is
relatively little food processing which has a higher GVA

per employes than ather parts of the food chain.
Regarding the agri-food chain a5 & whale, across
England it contributed 8.5% of total GVA, versus 5.8%
of Surrey's VA dus 1o the concentrated presance of
higher productivity industries within Surray, and the
lower total employment within Agri-food in Surrey.

GVA per worker (2022) in the agri-food chain in Surrey and England - Table 12

Primary Agri-Food 3763 86
Production (1-3)

£22959 358250 13,539 £37,792

Food and Drink 2150 I E]
Manufacture {10-12)

£53.488 350,700 27847 £77.203

181 : Sawmilling and 20 1
planing of wood

£63,853 4750 124 £40,743

Core Agri-Food Inputs, 450 47
Machinery and Services
Provision

£101.908 37313 4330 £87.074

Partial Agri-Food Inputs, 231 23
Machinery and Services
Provision

£91.671 37500 2915 £77.831

75 Veterinary activities 450 33
{20% allocation)

£73778 12.800 1.060 £82 828

Provision of Ternpaorary a0 35
Labour

£37.333 44625 1424 £31,908

Agri-Food Inputs and 2391 1e4
Service Provision Total

Core Agri-Food Industry
(Production and Inputs)
{Agri-) Food Retall and 25438 1242
Wholesale

£68,685 152238 102354 £68,275

£52.784 1273750 29,390 £45,826

56 Food and beverage 35,500 1,103
service activities

£31.070 1,764,000 43378 £24 550

Freight Logistics and 2225 151
Narehousing

AgriFood Retail,

Wholesale and Logistics

Total Agri-Food Industry

Total all broad industrial 586,250 51,306

groups

£67.520 209510 10,245 £45,808

£41.110 3247 660 1132

£41.456 4123598 164.985
£87.515 27,583,500 1540267

£589,335

As shown in tgble 12, Surrey &5 a8 whole had &
significanthy (26%) higher GVA per worker
(employrnent measure) than that seen across the UK,
due to its higher LO of high GVA industries. However,
Surrey's total agri-food chain, had a GVA per worker
just 3.6% above the English level, facilitated primarily
by its significanthy (26%) higher G\VA per worker within
the food and beverage service activities industry which
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gdd more value per worksr dus to the higher prices
comrnanded by food service in an &ffluent part of the
country. Also of note is the high GVA per worker, within
the provision of core services. machinery, and inputs to
the agri-focd industry, (e.g.. food processing or
ggricultural machinery, agre-chemicals, etc.),
gEnerating @ EVA perworker above the 3verages across
Surrey’s economy.

3. Skills and Innovation

a. Skills

The University of Surrey has & large investment in food
chain relzted courses. research and innovation and is
ranked very highly for food science: 2nd in the UK by the
Times and The Sunday Times Good University Guide
2024; ath nationally by the Complete University Guide
20247 and, 6th nationally by the Guardian 2024.7

The Food Sciences™ provision is focused on the
Department of Mutrtion. Food and Exercise Sciences,
whose ressarch mission 'is to understand human
metabolic demands for nutrients and to optimise their
provision a5 safe and appropriate food'.

The University glso has & Veterinary Fathology Centre™,
which is housed in & new £11m centre and one of the
LIz largest veterinary pathology centres. This offers
high-containment post-mortern examination facilities
providing pathology research, education and
commercial activity. It also includes genomic.,
phenotyping and imaging laboratories.

£9 QYA figures am givan for 2022, in 2022 valuas Since 2022, inflati
tha UK has totalied just undar 108 (3.7%) acoording tothe Bank o

02, 2832, 7903, L4671, L82, L8681, £ 84201)

[S0%]; 2012 (S0%]; 2823 (S0%); 2020 (25%]

20202 [50%)
72 BIC Codas (7824 721 allo=ricn)

73 BIC Codast (4817, LE3 4711 £72 4778 L 4787)

Merrist Wood College™is located near the University,
just outsige Guildford and is based on 3 400-acrs farm.
11z 3 multi-award-winning collegs that specialises in
the land-based industries.

Merrist Wood has 2,500 students across the land-
based sector. The 400-acre estate includes woodlands,
wetlands, [ivestock, gardens and grasslands and
includes & fully functioning farm with rare breed sheep
and cows, pigs. goats. llamas. donkeys, chickens

and ducks.

b. AgriTech

Surrey is @ major national and international centre for
agri-tech, focusing on animal heglth. This leadership on
gnimal health has besn recognised by the government
through the High Potential Cpperwnity (HPO) status
conferred on the area for Animal Health with the
opportunity described as; 'Opportunity to meet the
growing demand for enimal health innovations across
surveillance, dizesse detection and interventon, 3nima
welloeing, and clnical services’. This status was
recognissd across the former Enterprise W3 LEF arsa
in Surrey and Hampshire.

There is also an Animal Health Innovation Metwork® run
from the University of Surrey Vet School which includes
the High Potential Opportunity core partnership and
other partners in the region.
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Key national assets in animal health include:

= The Pirbright Institute® i3 2 national resource for
the livestock and animal health sector. It is & centre of
gwcellence in virus research and vaccine developrment
znd iz heling estzblish the UK a3 3 world l2ader in the
rapidly growing field of novel livastock vaccine
development capability. Pirbright includes 3 new £40m
UK Animal Vaccine Manufacturing and Innovation
Centre to accelzrate the delvery of novel vacoines for
emerging diseases.

Pirbright also hosts & new containment lsboratory for
reszarch of exotic viruses to create insights to prevent
and detect future outbreaks, which can deliver in in vivo
virzl dis=ase evpermentation for large animal specizs
inzluding cattle, pigs. she=ep and goats for high
containment work.

The Pirbright Institute have been awarded £40m for the
UK Animal Vaccine Manufacturing and Innovation
Centre, jointly funded by Government and the Bill and
Melinda Gatzs Foundation

The Firbright 5t &lso includes co-locate
inzluding:

(=]
(=)

o 272810 Ld is & growing biotech company focussing
on animal health, which uses cutting-=dge discovery
and production platforms, together with VHH
antibody technclogy to develop swate-ofthe-art
antibody therapeutics for animals. 272B10 has a UK
Discovery Lab at The Pirbright Iﬁat'tute. choosinmg to
co-locate with The Pirbright Institute to enable
collaboration with Pirbright’s scientists,
serving as a bridge to bring academic di
the market.

sl

e mmzmmezvEee fEepT 3mTEd

o Boehringer Ingelheim Animal Health is the Waorld's

second largest animal heslth business, with sales of
1 billion eures in 2020. They deliver & large and

inmovative portfolio of products and services to
prevent disease and improwve the health and
productivity of animals. Their Animal Health
manufacturing sitz in Pirbright, holds the industry’s
biggest portfolio of vaccines to help contra
infecticus animal diseases zuch as foor-and-mouth
{(FMD) and rabizs.

- Animal and Plant Health Agency (APHA)H
APHA is the UK government’s primary science
n::El:la:'I".-- for animal health and works with

internationzl partners

A £1 4billion government investment programmee will
enzble its Weybridge site to upgrade i ,_;.p-=-n::a ist
resegrch and dizgnostic leboratory faciitizs o crestz 2
new Mationzl Science Centre for Animal Health in
'-'-'*=}'I:|""n:|e The Animal Health and Plant Agency
(APHA) offers laboratory testing and diagnostic
zervices through its specizlist high containment
|aooratories and animal facilities.

* The Veterinary Health Innovation Engine [vHne)®=
vHive, was formed in 2015 as a £8.5m collaboration
berween Zoetis' Centre for Digital Innovation and the
University of Surrey's School of Veterinary Medicine
dedicated to the development and adoption of new
digital technologies in animal health.

Amaongst its many collaborative gchizvements, vHive
contributad to ALPHA (African L vestock Productivity
gnd Health Advancement initiative), co-funded by

Zoetis with & grant of 514m from the Bill and Melindz

Gates Foundation. ALPHA promotes livestock health to

G
positively impact farmers’ livelinoods by increasing
coess to veterinary medicines and services,
agnostic laboratories and animal health training in
Lb-Szharen Africe.

[ =]

vHive is glso spearhzading the developmant of the
DIHAH - the Data innovation Hub for Animal Health
enzhbling collzboration on animal health datasets.

4. Local Policy Alignment

The former Enterprise M3 LEP chempioned the
economy in Surrey and Hampshire until March when its
responsioilities vransfered 1o Business Surey™and

Hampshire County Counci

The LEP promoted agricultural education and

supported overseas connections for its garitech sector,
£.g. hosting Chinese visitors to the animal health
cluster and HPO in 2023.%*

Enterprise M3's last delivery plan for 2022723
recognised Surrey's ground-oreaking work in the space
and animal health sectors. It also recognised further
potential 1o o t8poed inthess sectors; for example, the
combination of 6G innovaticn capabilities and ultralow
Earth orbit satellite technology which can have
applications in agritec

mvest in Surrey® promotes the food and drink industry
as one of nine priority sectors, recognising the strength
of the local industry for food and drink production,
based on strong local supply chains and demand,
linked to & strategic location for food and drink logistics
and a cluster of animal health innovation and ressarch
mvest in Surrey stresses that the industry has
strengths at every scele of sori-food Dusiness
including:

« International Brands — with Surrey serving as a hub
for international food and drink brands including
KIFC, Krispy Kreme and Asahi with headquarters
in Surrey.

~ Mational Brands - including Hogsback Brewery,
REMOURISH and Silent Pool Gin.

» The Surmrey Hills which offer a thriving food and drink
landscape, with artsenal producers, farm-to-table
estaurants, and picturesque vineyards.

CH2022053022

{ e
R




a7

RED Talk: Navigating tf ﬂle "'fear
Date: 2nd Manﬂh 23, .o

% 'We are absnlutelg going to have to tr.lde but being agnostic about the amount

of food we produce isn't good enough. We want to produce more here”.

Daniel Zeichner
Shadow Environment Minister

n 2023 it became clear that the status quo in agri-food
could not continue. Met Zeno targets are impacting how
supply chains think. Competing priorities and income
streams are nudging land out of food production. Global
commodity markets are in flux. New patterns of
consumer demand are emerging amidst a cost-of-living
crisis. Unseasonal weather and water scarcity are limiting
the availability of crops at home and abroad.

The net result is the UK is growing less and investing less.
This landscape, shaped by economic shocks, presents
opportunities for government and industry to work maore
collaboratively 1o fi the fundamentals of food production,
explore new markets and unlock the potential of land.

Some of the bigoest businesses in the UK are barely
making a profit since the withdrawal of basic payments
began. Government strategy for the ELMS transition has
focused on encouraging farms to diversify into private
marksts for natural capital. Opening up new income
str=ams is welcome but has missed the point about farm
funding being used to subsidise food production.

Many farms will onky earn half what they were getting
under BFS, before the costs associaved with taking part in
the schemes. Savill's undertook research that showed a
theoretical lowland arable farm could almost fully replace

BPS with ELMS if it was fully regenerative. Such swesping
change in farming models would imviohve & cultural shift,
significant re-skilling. management capability, new data
and redeploying sssts.

Through dislogue with farmers and landowners,
government has made huge strides to preserve the
primacy of food production on farmland and improve
access 1o the schemes. Monitoring and feedback will
continue to be important as the schemes bed down, &35
will support for emerging workforce and technology
requirements.

Food pricing has been outsourced to a small number of
powerful retailers. Commerce is delivering sxtremehy
affordable food as part of the government's social welfare
policy. We cannot talk about farming without addressing
the societal need for & healthy and accessiols dist
However, aggressive price competition limits the scope to
reflect rising input costs in s&le prices throughout the
supphy chain and is the biggest push factor for declining
production levels.

The UKs low food prices also hinder our ability to impart
food. The argument that it does not matter if we produce
|22z 35 we can import mors 1o comoenzsats doss not
stand scrutiny. The UK is not a preferred trading partner
for many countries. The need for low retzil prices and lack
aof cormpatition among UK buyers has led 1o less
favourzgble pricing and contract terms than can be
negotiated with buyers in other territories, and the UK can
struggle to secure deals.

Gowvernmental commmitment to faimeass in the supply
chain is critical to securing both home-grown and
impartad food supplies. The alternative is food scarcity in
trmes where domestc gnd ‘mternational supply chans ars
disrupted by economic shocks, conflicts and climate

EvEents.

Margin distribution is suppressing productivity. The
impact on working capital, the lifeblood of & company, is
arne of the most hard-to-manaage efeots of low margins.
Businzzses cannot manzgs soend and 03 5225003
industry the ability to buy inputs in favourable cormmodity
markzts can be the difference betwesn profit and loss, the
ghility to access funding and the ability to invest in
production and productivity.

A zustzingblz UK PLC nesds every Dusiness and svery
region across the UK harnessing their unigue assets to
increzss =conamic cutput. The rural economy is 18% less
productive than the national average. Closing that gap
could be worth up to £43bn in England alone. The
ravenue of the UK food marketis estimated 1o be just
over £157on. Targeted government mechanisms to
unlegsh imvestment in food production and
manufacturing will dzliver @ more secure, sustainable and
competitive food supply with ripple effects through the
wider econormy and increase the sector's contribution to
GDP and tax receipts.

The government must utilise its role as a green market
maker. It is in & unigue position to coordinats joint public
— private initiatves to es3tanlish markets for natural capitz
and gresn energy. ELMS recognises the public goods

which can be lzversgsd from g well-managed landscaps
and this i5 just the start of engaging the aagriculurs
sectar in the transition 1o a sustainable UK plc. With a
cohesive package of market machanisms, policies. smart
taxation and rosdmaps the UK can capture green growth
and unlock imvestment in the food economy.

Fall:
What keeps you
up at night?

46% - the high rate
of inflation
Anzears from our audiencs: on Zoom
50% - the high rate
of inflation

Amnmeers from X

Labour shortages require interdepartmental
collaboration. S2zsonal lzoour is an e3zents
part of food production, and it will taks the
combined efforts of Defra, the DWP and the
Home Office to help fill those vital roles. The
UK continues to los= & staggering amount of salad
production dus to the loss of skilled seasonal workers
from Europe, 2 situation echoed across many areas of
production including eggs. poultry and fruit.

T

When designing a labour policy, we need to start with
what the economy needs. It is politically important to
shars the narrative that 3 wel-managed forzion lzbour
supply contributes to the British economy and puts
affordables food on tables. SAWS has besn helpfulto a
degree, although tweaks are needed 1o get the right
people in the right jobs at the right price.

The challznge for some patential domestic recruits is the
temporary nature of many roles being incompatiole with
the nenefit system. Flewible policies such as benefts
holidays which incentivise claimants to teke temporary
ermployment and facilitate a more agile waorkforce would
engble the unemployed population to consider taking up
Lcratve s2asonal rolzs This flzwinlity would generate tax
for the Excheguer, raduce demand on the benefits system
and grow the food econormy.

Supply chain faimess is the biggest influsncer of farm
businesses capacity to imvest. Clossly followsd by the
ahility to fill vacancies and access additional income from
their land. Government has the unique ability and
responsibiity 1o re-shape the food supply chain and the
=rvironment it operates into oreate & food system that
warks for consumer, business and country.

Continue th of the EFRA Committes and APPG

on Fair Value in thF- Food Su ‘hain tom
within the
=h farming.
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Sustainable Food Eﬁﬁference: Green Finance
Date: 13;&1 May2023.

Ui W

Eresn fingnce, with government l22dership and business
innovation, is how we accelerate the emvironmental
transition. The complex task of reaching net zero by 2050
23ks for coopsration on & nationsl scale and bus ness-
Eppropriste 3G strateges at the micro level.

Food pricing is fundamentally changing farm business
behaviours. Growing less food and redeploying land into
maors profitable ventures are hallmarks of the agricultural
|andscaps in 2023. Up 1o 20% of farm businesses across
the LIK are considering whether they can continue and
40% of lvestock farmers have already planned o reduce
thelr hold'ngs. 1173 8 worrying scenario becauss we nesd
& sustainable food system and gresn investment into the
|andscaps and environmant. The relationship oetwesn
landowner, banker and government is the hoby trinity of
developing our gresn infrastructure.

The challenge for farming businesses is what to do now:
delivering environmental outputs through the higher tiers
of ELMS invohves taking on lisbilities, planning
permissions, land valus considerations and adapting
business models. Businesses nesd to be healthy 10
consider taking on finance.

The immedigte concem for farms is replacing basic
pEymEnts on the balance shest The longerterm
perspective might be that subsidies stifle innovation and
diverting government funds into opening up markets for
green products and services will drive productivity and
growth. Public goods is one such markst, ancther is green
ENergy.

Maodern farm business models increasingly include
generating clean energy for their own use and selling back
to the grid. The governmeant has helped develop the
market, private finance has contributed 1o the investment
capacity and farms are delivering the infrastructure.
Togsther the thres entwined partners have cetalysed the
LK's progress towards net zero, while providing farmers
with an income to prop up food production.

(Chverthe pest 12 vears aariculure has o2en the lzrgest
imvestor in renewables. Government mechanisms to
encourage uptake, along with the availability of green
finance and falling payback times on installations have
made gresn ensrgy mMore interesting 1o those with land
and roof space.

Gresn finance is motivated w0 lend skhough some
institutions still adhere to old-style thinking; they kend on
securty, stability and affordability. Other banks are l=ss
risk averse and are willing 1o lend againat bensfits to the
busness. Howsver this needs people who understand
how funding interacts with business operations and the
reglities of 3 low marg'n business. It ne=ds people who
understand the nuances of horticulture or dairy or poultry
to make informed decisions.

Green finance also needs o be able 1o evidence the
lending is being usad 1o deliver emvironmental initiatives.
Trusted stendards for disclosures end metric-driven
analysis become important t1oods in aocessing finance. In
the EU there is & now & tExonomy to report in terms of
climate-related disclosure, we gre st waiting for the UK
tawonomy. Germany has introduced dus diligence

£56bn

The investment needed from public
and private sources to meet our
nature and climate ambitions.

|zgislation to supplement the taxonomy and thers are
now significant drivers for businesses in Germany 1o
demonstrate clmats-relzed periomancs.

Ervironmental disclosures are often met with claims of
green washing or gresn wishing. A clear set of metrics
would help protect sustzinable businesses from
gllegations and articulate the unreported good work being
done on farms. Date can also be used 1o secure
preferential ranes on lending 23 banks are &ble 1o makes
more detalled risk gssessments and reward 'mpactful
BCtivity.

The Green Fingnce [nstute has recommended @ national
bes=lning project 1o start this process. Baselining, data.
Metrics, sustainable accounting is absolutely going 1o
improwve the availability and quality of finance on offer.

The value chain is enother important determinator of
gresn NyEsTMENT. SUpSrmarksts face huge pressure o
reduce their scope three emissions (indirect emissions
that occur in the value chain of the reporting company)
and this is being passed down to the agricultural sector.
Mature-friendly farming and clean energy support the
relationship with buyers whilst also helping to reduce
input costs. but financing and cashflow are often barmriers
1o getting started.

Iajor buyers in the valus chain are raising their
expectations around what suppliers should be doing in
termis of their environmental impact and have the
resources to suppart supply chain initigtives. They can put
processes and procedurss in place to support the smallesr
businessas below with their buying power, specialist
kmowledgs bess and connsctons. Supermarksts are

benefiting fingnciglly from the environmental credentials
of their supply chain and consideration should be given to
now that edded velus is rewarded.

Mot all actions to reduce emissions incur a cost. Donating
food surplus to a food redistribution charity such as City
Harvest can save the cost of having it tzken away and the
gresnnouse 0as can be offset anzinst the donation. Being
part of the scherme would also improve the farm's
proposition 1o & supermiarkst looking to reduce their
scope thres emissions.

The Green Finance Institute estimate that we will need to
invest circa £56bn ower the next 10 years to meet our
nature and climate gogls. To get farmers investing we
need to:

«  Promote farmer-to-farmer education to demonstrate
matura-friendly best practice and its bensfits, including
e financizl bensfins.

= Craate a forum for banks, farmers gnd other players in
the valus chanto agres 3 s=t of farm standards 1o
avioid farmers being pulled in mukiple directions.

= Clarity on how public money can maost effectively be
1152d to atract private fingnce and investment.

= Tenancy agresments adaprad 1o 2nahle 12nant farmers
to makes long-termn imvestments in improving the land
and receive their farr share of benefits.

= LUs= the public estete to boost demand for producs
from nature-glignad farms.

= Phaseoutperrol and desel vehicles.

Mot going green is not an option. With so many pressures
on farming we need to frame investment against
pusiness pensfins, set environmental performance
measures, develop green markets and remove the main
barrier to innovation, the heslth of the core food business.
It is essential 1o the long-t2rm heslth of the food system
as iny=ars w come it will be harder to get credit it you
cannot demonstrate your environmental performance.

5 10 Measure envircnmental

output and green ; value for the agrifood =

b0
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The Intemet of Things in agrifood relies on the use of
t=chnology to do two main things. To collect data from
across our food supply chains. To analyse that data in
decision-making which affects economic output, food
supphy &nd ervironmental impact. Technology becoming
increasingly eccessin's @nd more diverss in s uses has
an impact on designing new agricutiural policy and how

is implemented

Technology has positive implications for farm
operations and how farms engage with the wider supphy
chain. On farm zpplications engble businessss 1o
manages costs and deliver a competitivehy priced food
supply &t & fair profit. In May 2023, 25% of Londoners
were experiencing food insecurity. This is a shocking
statistic which indicates just how important investrment in
producing affordable food is critical to health and socia
goals in a just LK.

The bensfits of @gritech can be guite mundane but
collectively add up to deliver the big social, economic and
emvironmental ambitions. Planning field layouts in
r=sponse 1o gnimal behaviour date enables the farmer o
reduce water usage and limit soil degradation. Sensors
which glert when gates are |=ft open prevent injury 1o

[restock.

Key to maximising the bensfits of the [oT is linking
systems on farm and betwesn actors in the valus chain.
The intzroperability of systems opens up & world of
possibility for efficiency, productivity, and profitability but
relies on transparency and cocperation between
commercial partners to improve supply chain agility.

Technology is also beneficial in managing labour
requirements. The deta co'lectsd can inform when to hirs
seasonal labour and where to employ them. For example,
if vou can accurately forecast your crop of apples and
know which orchards are performing best, you can put
your bins out. inform your retail partner and ensure you've
got enough labour to pick them at the optimal moment.

We need the [0T to be something that aids humans rather
than replaces us. Thers are a lot of very good hybrid
Systems coming through where the use of autonomous
picking platforms supponts & lower number of people to

h

elp ease persistent labour shortages. Younger farmers

for sustainable farming and the data collectsd is integra
10 the mansgsment of the modsmn farm business. Deta s
n impeortant function of a farm's risk management

=
=

tem whether it operates on a conventional or

agroecological model. it can support business decisions
ground how the way the environment is behaving in
response to what we're trying to exaract from it. The
environmental metrics tech can supply are needed to
gvidence the delivery of public goods, demonstrate
complignce with supply chain contracts, manage efficient
use of inputs end achieve optimal value from a crop

Mew STEM roles created by the loT will b= important for
nudging & culturzl revaluation of farm careers and
encouraging the public to perceive it &3 higher valus and
higher skill. Conssguenthy, it has the potential 1o entice

Ew entrants to the industiry.

The loT can aid knowledge and performance, but it
cannot be system critical. The food system has o be
raziliznt whan the net goes down. When 20 John Deere
tractors were stolen in Ukraineg, the company shut them
down. While this offers owners protection, it also exposes
the food supphy chain to cyber atrtacks. At the sametime. a
lack of connectivity and stable connectivity across maost
rurzl areas slows the speed atwinich new tech can oe
adopted. Twenty-four hour enginesring support, stringent
cyber security measures, a secure supply of microchips
and Mational Grid stzbilty are also essentizl wo ensuring
technology contributes to food s=curity.

Agroecology s an extremely resilent and stable model of
farming grounded in hundreds of millions of years of
evolution of natural systems. We nead technology working
in harmormy with those netural systems and human
knowledge pessed down through generations of farming
families. Rather than thinking in terms of individual plants,
We nesd 1o 322 2ach 3ppls a2 33 30 ecc ooicel system
We nead computer programmes that think broadky about
the interactions of thousands of organisms.

When thinking about productivity
t2rmis of the size and valuz of & crop, we must rememoer

the environmentzl productivity supporting rich biodiversity.
Destroying the productivity of our ecosystem will result in
mars evpensive nputs and technologizs. Unless we
raspect the biological richness of our system itwill
become nereasingly fragile and inefficiznt. The mare we
understand about food grown without soil, the better w

AT N

undzrstand 5005 themselves and the desoeratz nesd
rebuild soil health

Technology complements how we farm; it is not a
substitute system. It would be reductive 1o associate the
loT with comentional or industrizl agriculturs: it is & tool
that enables digitzlisation to be used in any type of
farming system. It s being used 1o scals up agro-
=cological farming to & level where it can provide food
security for a larger proportion of the population than the
p=onle undertaking it. Mot everything can be scalzd
though technology although it does provide & pathway
1o achi=ving rmors sustainable zaricultural systems. lrwill

(51}

=nable progression of industrial farming to maintain its
scale and achisve more sustainable cutcomes

Technology has the power to propel farming towards
greater profitability and productivity while securing an
affordable food supply for the UK and export markets.
our best chance to square the circle of creating & food

,_.
[

system which delivers competitivehe-priced food to
consumers and fair reward to producers.

Encourage collaboration between the public and

private sectors: to develop an interoperable technology
infrastructure that serves the food supply chain from
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RED Talk: Careers in Farming
Date: 7th September 2023

LEAF research in 2023 stated that 82% of young people
do not know how to access a career in agriculture. 74%

ot tho WOLIO CONSIOSr OF Cnoose
4 e Y [T oy
10 SIuay ag 2w Mons aDout 1T ac
agric gl 52ling [E3elT a3 a nign
SK CUrses lIs1ed on 1NE AvAo
WeEDS gl RICIURE OF agricuiture and
obsc CEMEErs an Fim

Would 3 outara g DaCkKgrau
Ve are ¥VITHinghy perpetuating the misundersiandings
ahout the agninood S2Cor and Tueling the Image proDien
University data points 1o more pecple studying
agriculture, aithougn thosE Ngunes are arven oy

DECaUSE Tarmsa are Crying QUT Tor pE0pie with Tnese
NIErests

A generation of farming influencers on social media
opening up the world of farming and giving the idea that

SUSTaINaDIITy and rejeneraine agriculture, and tnis 1s

Flenty of investors are attracted to the sustainability
element of agricufture and fresh produce. Funds
understand people are going to be pivotal and they are
building their operations around talent.

b the fond valie chain and
the food valus chain and
ot work ooporuities Poll:

Have you -
& green evolution is not the only experienced labour

change to bring vibrancy to the shortages in your business?
__M“:'C‘ SN e have experienced labour
e shortages.

asmana anda. ore: n] b,

consurmer loyalty is being have experienced
transferred from FMCG food brand

Red=signing how we brand fr

Business viability is demotivating the
next generation of family farmers who

3 severe labour chain faim
23h shortages. British prod

st

SEQ 10O 0e W
e zkle e e
DE gble 1o OITer Co
e o 7] i ] ]
515D ana gooa

[t is important to view the attractiveness of farm
careers in the context of hollowed out rural
communities. Workers nead aff i

e

i)
(=)

Work with educators and influencers to reise awareness of agriculture as a high value and high skill career, misperceptions of
agriculture are one of the biggest factors contributing to lbour shortages and limiting the industny's ability contribution to the
national economy.
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The report has been developed with the expert opinion and insights from
speakers representing the triple helix of politics, academia and business.
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Karl Behrendt
Hizabeth Creek Chair of Agri-Tech
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Liberal Democrat Environment,
Farming and Rural Affairs
Spokesperson
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RPG encourages policymakers to view the following as
pre-requisites for achieving the type of profitable and
productive food value chain which can deliver on
economic, societal and environmental goals:

Strengthen food security ambitions to make the UK 70% self
sufficient in food production by 2030.

Collaboratively work towards fair value and fair dealing in the
upstream and downstream food supply chain.

Agree a standardised baseline set of metrics against which farms can
measure and manage their environmental progress.

Incorporate environmental metrics such as biodiversity in land
valuations, similar to the role soil quality plays in asset values.
Invest in reversing the decline in agricultural production and create
the conditions to stimulate private investing.

Encourage the consumption of British-produced food within the
public estate and by consumers.

Level the playing field for imports with equivalence of standards for
environmental protections, animal welfare and food quality.
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Rural Policy Group exists to enhance the financial and environmental sustainability of agriculture, food and farming sector. Itis
about to embark on the next phase of action to advocate for fair value and food security and we are inviting applications for
sponsorship and other forms of partmership from organisations and individuals who share gur ambitions for British farming.

Discover more about the work of Rural Policy Group, its campaigns and future initiatives.

@ www.ruralpolicygroup.com @ katie@ruralpolicygroup.com O @PolicyRural @ The Rural Policy Group



