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Agriculture BillForeword

In England the recent publication of 
the Agriculture Bill heralds the start of 
the Government’s clarification of the 
impact of Brexit on the farming sector.  
    From the information currently 
available we know there is significant 
disruption to come in the way in which 
land is farmed and managed, and we 
anticipate a major shift in the 
occupation of land as a result. 

While the Bill will not be enacted in 
Scotland, following its publication in 
October the Scottish Affairs 
Committee launched an inquiry to 
investigate how any post-Brexit 
agricultural system, in conjunction  
with Land Reform, can meet the needs 
of Scotland’s farmers and crofters.  
We eagerly await the outcome of the 
inquiry to understand to what extent 
policy will be influenced by 
Westminster. 

Despite the differing policies north 
and south opportunities will 
undoubtedly surface, but meanwhile 
the resilience of rural estates will be 
tested and in particular those that are 
heavily exposed to farming.

As we navigate our way through this 
period of change understanding the 
performance of rural businesses and 
being able to benchmark them against 
others remains essential in determining 
strategy and actions needed to meet 
the challenges ahead. Our 2018 Estate 
Benchmarking Survey confirms 
businesses are continuing to operate 
dynamically with all asset classes being 
worked hard.

Across the sectors reported gross 
incomes continue to improve, with 
agriculture and residential property 
remaining the bedrock of the rural 
estate, owners have been giving 
renewed focus to opportunities for 
diversification with many privately 
owned estates looking to new trading 
businesses as a source of additional 
revenue and as a means of managing 
down the risk of the impact of Brexit 
on farm incomes. 

Concurrently, one temptation may 
be to cut back on property repairs 
which currently stand at 23% of gross 
income. However, history has shown 
that such an approach will only serve 

to create a legacy of lack of repair 
which will impact on future 
performance due to a lack of demand 
for a poor product and the spiralling 
cost of overcoming years of no repairs. 
It is essential to keep residential stock 
at a level with market expectations.

There are real challenges ahead, 
which means estate owners will need 
to watch closely the impact of 
legislative and regulatory change on 
their enterprises and the impact they 
have on costs and associated income. 
Resilient estates will need to adapt and 
face up to change with a positive 
attitude whilst navigating the choppy 
post-Brexit waters ahead.

Agricultural policy tracker timeline

NORTHERN  
IRELAND

Maintain status quo
RDP may continue

ENGLAND
NELMS Trials and pilots

SCOTLAND

Facing up to change 
The Agriculture Bill heralds a new 
era in the rural economy, challenging 
everything from tenancy arrangements 
to supply contracts. The Bill itself is 
simply enabling legislation, with much of 
the detail still to be determined.  
    Certainty for the industry is needed 
as soon as possible; we know little more 
than that the Basic Payment Scheme will 
have gone completely by 2027. There 
is, therefore, no better time to review 
business strategy and take sensible steps 
to enhance the resilience of the farming 
business for the future. Our advice is 
that all farming businesses take the time 
to review these five key areas: 

Markets: Diets are changing, with 
red meat in the firing line and novel 
foods on the rise; but we all need to 
eat. Is it time to explore new cropping 
ideas, emerging food trends or export 
markets? Having a clear idea of what the 
end customer wants is essential.

Risk: Farming is seen as an 
inherently volatile and risky business, 
but practical steps can be taken to 
mitigate market, weather and trading 
risk. Measuring performance through 
benchmarking is a crucial element  
of evaluating risk, and should be 
used to identify performance issues 
across the business and steps that 
can be taken. 

Costs: Reducing overheads is  
one element of cost reduction.  
Could an investment in farm 
infrastructure reduce labour and 
machinery costs? Tackling operating 
costs is another; would a focus on 
margin over yield deliver a better net 
return on investment for example? 
Honest accounting and performance 
analysis for time and costs is the first 
step in developing alternative cost 
saving strategies. 

Diversification: As a business 
strategy, diversification needs to 
be approached with caution due to 
the demands that a new enterprise 
can place on existing cash flow and 
management time. However, in a 
post-BPS world, it is time to ask again 
whether there is a diversification 
project that could increase business 
resilience. Savills Rural Research finds 
that diversified businesses continue 
to increase their overall returns, 
countering market volatility issues. 

Innovation: Finding solutions to 
problems is a key element in turning 
problems into opportunities. Whatever 
the problem within the business, it 
can also be an opportunity to make a 
change. Given the pace of technological 
change and relatively slow uptake in 
farming, this is a key time to consider 
how investment in innovation could 
enhance overall business resilience. 

Time to review
A new Agriculture Bill means it’s time to review our business strategy

WALES Land Management 
Programme (2 pillars)

3 phase transition period
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29 March
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from Brexit until  

31 December
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5 May
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Headline Results Headline Results 

Rural estates across England and Scotland continue to record positive gross 
income growth 

How are rural estates performing?

England

Agricultural and residential assets, on average, continue 
to provide the majority of income although, depending on 
location and the mix of assets of individual estates, there 

are significant differences in the relative contributions  
of the asset classes. The key performance figures from  
our 2018 survey are highlighted below.

Scotland

Trading enterprise 
With the marked changes  
in UK Agricultural policy it 
is increasingly important for 
landowners and managers to 
understand the impact of the 
demise of direct payments  
on the estate’s finance and 
indeed the effect on the 
tenant’s finances.  
    Trading income represents 
around 6% and 20% of gross 
income across the average 
estate in England and Scotland 
respectively.  There are a wide 
range of trading enterprises

and include everything  
from farming to tourism  
and renewable energy.  
    It is interesting to note 
that, in the UK, more people 
visit heritage properties 
every weekend than attend 
football matches. Location 
is key but meeting high 
customer expectations is 
crucial for success. The 
house and gardens must be 
well presented, clean and 
welcoming but providing 
good visitor facilities is just as 
important as the attraction.

England Scotland

Property repair 22.3% 23.9%

Management 11.5% 14.9%

Other professional 2.6% 2.4%

Insurance 2.8% 5.7%

Legal 1.6% 3.1%

Accountancy 1.6% 2.0%

Rates and other costs 1.4% 4.1%

Total expenditure 43.9% 56.2%

Note: *five year average to iron out repair volatility
Source: Savills Research 

Costs as a percentage of gross income*

Income and expenditure 
•Gross income rose by 1.2% to £242 per acre
•It cost £105 per acre or 43% of gross income to run the ‘average’ estate – an increase of 2.5% on 2017
•Property repairs were over half of these costs and represented 23% of the gross income
•Net income (before depreciation, finance, drawings and tax) rose by 0.3% to £137 per acre

Agriculture 
•£92 per acre or 38% of gross income was derived from agriculture – up 9.6% on 2017
•FBT rents rose by 6.3% to £125 per acre
•Reversions from AHA tenancies continue with FBT now representing almost half the let  
  area compared with 32% in 2008

Residential 
•The sector also showed income growth of 1.3% to £98 per acre across the estate,  
  contributing 40% of gross income
•AST rents increased by 0.3% to just over £9,800 per dwelling and ASTs represent 81% of  
  rent bearing dwellings

Alternative income streams 
•Commercial and leisure sectors contributed 18% of gross income   
•Other assets, including woodland and minerals contribute around 4% of gross income 
•Renewable energy contributed £5.57 per acre to estate incomes representing 2.3% of gross incomes

Income and expenditure 
•Gross income rose by 10.4% to £164 per acre
•It cost £80 per acre or 49% of gross income to run the ‘average’ estate – an increase of 10.4% on 2017
•Property repairs were almost half of these costs and represented 23% of the gross income
•Net incomes (before depreciation, finance, drawings and tax) rose by 10% to £84 per acre

Agriculture 
•£62 per acre or 38% of gross income was derived from agriculture – up 32% on 2017
•LDT rents rose by 12% to £106 per acre
•SLDT rents rose by 21% to £66 per acre
•Reversions from all tenancies continue with only a third of the estate area now let compared  
 with 40% five years ago

Residential 
•The sector also showed growth, 10% to £63 per acre across the estate,  
  contributing 40% of gross income
•SAT rents increased by 7% to almost £7,400 per dwelling and SATs represent 90% of  
  rent bearing dwellings

Alternative income streams 
•Commercial and leisure sectors contributed 17% of gross income 
•Renewable energy contributed £4.35 per acre to estate incomes representing 2.6% of gross incomes

Location influences mix of income the figures below headline the key variations across the English regions 

Source: Savills Research 

Agriculture Residential Commercial & leisure

East of England

East Midlands

SE England

SW England

SE England

49.7%

76.5%

48.9%

47.5%

28.2%

17.2%

Scotland
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OutlookRevenue opportunities

Natural Capital is the stock of  
the world all around us – earth, air  
and water and all the components that  
are linked with them: trees, minerals  
and peat bogs, to name but a few. The  
term has been in use since the early  
1970s but has only recently gained 
widespread prominence. 

Ecosystem services are the services 
that Natural Capital can deliver, the 
sequestration of carbon by trees, the 
filtering of water by rocks and the flood 
prevention provided by flood plains. 
Services also include the provision of food 
and fibre, and the pollination of crops, and 
cultural, aesthetic and wellbeing values. 

Natural Capital is synonymous  
with sustainability and the Natural  
Capital approach feeds directly into the 
UN’s Sustainable Development Goals 
which set a framework for society to 
meet the needs of the current generation, 
without compromising the needs of  
future generations. 
    The New Environmental Land 
Management Scheme (NELMS) is 
underpinned by Natural Capital principles 
i.e. managing natural resources. 

What are the opportunities? 
Payments, capital and/or an  
annuity for ecosystem services  
are made to the ‘manager’ of the 
Natural Capital to provide the 
ecosystem service. Examples of 
biodiversity offsetting include paying 
farmers to actively manage their 
landscape to mitigate flood risk or 
watercourse management.
    Many services are currently 
provided without charge but as the 
‘polluter pays’ principle becomes more 
established so does the ability for 
‘offsetting’ and the development  
of an associated market. These  
might include:

•  Markets in avoided costs such as 
reducing nitrates in water and saving  
on purification costs 
• Compulsory offsetting such as carbon 
trading and forestry
• Voluntary offsetting and linking 
with Corporate Social Responsibility 
initiatives has big potential with 
opportunities for external private 
investment in environmental assets

Our Estate Benchmarking Survey  
clearly shows that woodland on rural 
estates is underutilised and over the past 
five years has, on average, barely broken 
even and on many estates is a significant 
cost. We believe that woodland along 
with other natural assets on estates 
may be an income opportunity worth 
exploring and should be investigated 
as part of the estate’s current strategy 
planning (see page 3).    
   A good place to start, especially for 
marginal land, might be to consider the 
Countryside Stewardship Woodland 
Creation Grant scheme where 
applications can now be made all year 
round, using a streamlined application 
process. The scheme provides up to 
£6,800 per hectare for tree planting. 
   Those who are able to deliver the 
benefits desired or offset the losses  
from elsewhere are in a prime position. 
We are working on this subject – please 
contact our team for more information 
(see page 8).

Natural assets on estates, such as woodland, 
can become revenue opportunities 

Natural Capital
What are the latest trends?

Rents and  
assets values

What is Natural Capital?

Stocks

• Species
• Communities
• Landscapes
• Ecosystems
• Soils
• Air
• Water

Services

• Pollination
• Biomass
• Nutrient cycling

• Water purification

Benefits

• Timber
• Energy
• Clean water
• Clean air
• Recreation
• Hazard protection 
  (flooding, climate change mitigation)

• Wildlife conservation

RENTS
Agriculture 
After Brexit in March 2019, the Government 
intends to continue a BPS like scheme for 
2019 and 2020, but then in 2021 a seven year 
transition period will start. During this time 
direct payments will be phased out, with the 
last payments being made in 2027. In 2021, 
direct payments for all farmers will be reduced, 
but payments to larger farmers will be reduced 
by greater proportions.

These proposals, with the unknowns over 
our future trade relationships and the detail of 
the NELMS, are likely to affect land availability 
and rents. For both landlords and tenants the 
best course of action is to review their business 
interests and work towards ensuring they are 
resilient under any trade or support scenario.

Residential 
In order to remain competitive, landlords  
will need to remain flexible and creative  
in their offering.

Our residential research team note that tenants 
are increasingly driven by finding the best-in-
class property at the best price, and continue to 
be flexible in their choice of location to achieve 
this. To retain demand, there is an increasing 
trend for longer length tenancies. We’ve seen 
the average tenancy length across the prime 
market increase from 15.1 months in 2013/14 to 
16.9 months over the past 18 months. 

On a legislative issue the proportion of 
properties let on Short Assured Tenancies 
(SATs) in Scotland is likely to decline over 
coming years following the introduction of  
the Private Residential Tenancy in December 
2017. Our survey currently shows that the 
current proportion of SATs is two thirds of  
all estate houses.

ASSET  VALUES
Farmland 
Our latest research shows that the downward 
pressure over the past four years on average 
farmland values may be easing. This trend holds 
true for both arable and grassland markets, but 
there continues to be a wide range of values 
achieved either side of the average. During the 
past 12 months the average value of ‘all types’ of 
farmland in Great Britain fell by -1.3% to £6,700 
per acre. Average prime arable land across Great 
Britain fell -1.7% to £8,800 per acre.

We believe it is the amenity farms and 
those with a variety of income streams which 
will continue to be in demand. In contrast 
commercial units in need of investment, without 
the scope to diversify, are more likely to come 
under pressure unless there are neighbours 
looking to expand.

Residential 
Our residential research team notes that the 
markets beyond London’s commuter belt are less 
affected by the stamp duty changes and not as 
reliant on equity coming out of the capital. The 
wealth generated in the local economy and, in 
some cases, demand from second-home buyers, 
are stronger drivers of price growth. The relative 
value offered in most prime regional markets 
compared with the capital is likely to underpin 
future price growth and total growth over the 
next five years could amount to around 15%.
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This publication 
This benchmarking survey  
was published in November 
2018. The data quoted and 
used in the charts and tables is 
the average of each variable in 
the benchmarking survey and 
is the latest available at the 
time of going to press. 

Sources are included for all  
the charts and tables. We have 
used a standard set of notes  
and abbreviations throughout 
this publication. 

Review 
We regularly review our survey 
data, which means the data 
published each year may not 
exactly match that published in 
the previous year’s survey.

Estate structure 
The average estate structure  
for those estates participating 
in the survey is:

England
■ 4,700 acres
■ 58 residential properties with 
an average density of 15 houses 
per 1,000 acres
■ 14,800 sq ft of commercial 
workspace with an average 
density of 3,250 sq ft per  
1,000 acres

Scotland
■ 3,260 acres
■ 38 residential properties  
with an average density of  
11 houses per 1,000 acres
■ 12,600 sq ft of commercial 
workspace with an average 
density of 1,860 sq ft per  
1,000 acres

Estate ownership
Institutionally owned estates 
represent around 20% of the 
estates in the survey with the 
remainder in private ownership. 
The owner is resident on 
three-quarters of the privately 
owned estates. 

Ownership objectives
Long-term retention of the 
core estate is the key objective 
for the owners of these rural 
estates, followed closely by 
income generation and then 
by return on capital and 
environmental stewardship.

Glossary and footnotes

AHA Agricultural Holdings Act
AST Assured Shorthold Tenancy

FBT Farm Business Tenancy
LDT Limited Duration Tenancy

SAT Short Assured Tenancy
SLDT Short Limited Duration Tenancy

Abbreviations

Savills Rural Research
We provide bespoke services for landowners, developers, occupiers and investors across the  
lifecycle of residential, commercial or mixed-use projects. We add value by providing our clients 
with research-backed advice and consultancy through our market-leading global research team


