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The agricultural sector and rural businesses in Kent
Summary

The purpose of the report is to examine the contribution of Kent’s rural areas to the total economy of Kent, with a particular focus given to the agricultural sector. The report investigates the numbers of employees, the numbers of businesses, and their output in terms of Gross Value Added (GVA). GVA is a standard measurement system used to assess the total net economic contribution of an industry to the economy. 

Headline findings
Agriculture

Employment- In 2007, approximately 13,000 people were employed in the agricultural sector. This accounts for 2.3% of the total Kent workforce. This compares to 1.1% regionally and 0.9% nationally. These data, based upon data from the Annual Business Inquiry (ABI) published by the ONS, include full, part-time, and seasonal staff at a single time point, but do not include the self employed.

Businesses and GVA- It is estimated that there were 2,200 agricultural businesses in Kent, farming almost 235,500 hectares. The GVA figure for these businesses is £238m, or 1.1% of the total GVA in Kent.

Sector change- Data from Experian show that there has been a decline in the GVA of agriculture from around £275 in 2003. Experian long-term forecasts suggest that this decline will continue, until it stabilises at just under £200m. However it is not clear as to how this forecast is generated, and  whether this figure includes the impacts of climate change, food security issues, and other challenges and opportunities for the agricultural sector.

Rural

Employment- In 2007, it is estimated that approximately 140,300 people are employed rural areas, accounting for approximately 24.9% of all employees in Kent. ABI data show that this figure has remained approximately stable for the past five years.

Businesses and GVA- It is estimated that there are approximately 23,300 businesses registered in Kent’s rural areas, accounting for 37.8% of all of Kent’s registered businesses. The GVA figure for these businesses is £5.5bn, or 26.5% of the total GVA in Kent. Whilst the actual GVA figure has risen in the last 5 years, from £5.2bn in 2003, the percentage of the total has fallen slightly, from 27.3% in 2003, which indicates slightly faster growth in urban areas.

Food chain GVA

In addition to the agricultural and rural GVA, the report estimates the GVA impact of the food chain in Kent. In this instance, food chain includes all aspects of production, processing, packaging, distribution, and sale of food. These figures will include the agricultural sector, and many aspects of the rural economy as described above.


Employment- It is estimated that there are 85,000 employees involved in the food chain in Kent, accounting for over 15% of Kent’s total workforce.


Food chain GVA- The total estimated GVA of businesses involved in the food chain in Kent amounts to almost £2.6bn, equal to about 12.4% of the total GVA of Kent.
Introduction

This report presents an evidence base of the contribution of the agricultural and rural sectors to Kent’s economy. The evidence was gathered by KCC Research and Intelligence, and Experian. 

The purpose of the report is to examine the importance of rural Kent  to the total economy, with a particular focus on the agricultural sector The report investigated the numbers of employees, businesses and their output in terms of Gross Value Added (GVA), a measurement system used to assess the economic contribution of an industry.  

It should be noted that throughout the report, Kent refers to the Kent County Council area (i.e. it excludes Medway Unitary Authority).

Methodology

The following definitions and methodologies were used in this work:
Definition of GVA (Gross Value Added) 

GVA is the difference between output and intermediate consumption for any given sector/industry. That is the difference between the value of goods and services produced and the cost of raw materials and other inputs which are used up in production. GVA is now the Office for National Statistics (ONS) preferred measure of economic output.
Definition of the agricultural sector used in this report

Throughout the report, the term “Agriculture” and “Agricultural business” are used. It should be noted that this refers to the Defra/ Office for National Statistics (ONS) standard industrial classification, (SIC 2003), Classes 0100-0500 “Agriculture, Forestry, and Fishing.” In Kent, it is estimated that the fishing industry employs approximately 200 people, about 1.5% of the workforce in this classification, therefore the majority are employed in agriculture. It should also be noted that this term also includes horticulture.

Employees in agriculture in Kent

This count is based on data from the Annual Business Inquiry (ABI) published by the Office for National Statistics (ONS) and excludes the self-employed.  

Rural Kent definition

Every ward in the country is classified as urban, town and fringe or a village, hamlet or isolated dwelling.  This ‘Rural and Urban Area Classification’ (the latest being for 2005) is the outcome of a project co-sponsored by:

· Office for National Statistics (ONS);

· Department for Environment, Food and Rural Affairs (DEFRA);

· Office of the Deputy Prime Minister (ODPM), (Now  known as The Dept. for Communities and Local Government – (DCLG))

· The Countryside Agency (CA);

· National Assembly for Wales (NAW)

For this report, the definition of rural is based upon the standard Defra/ONS ‘Rural and Urban Area Classification’ at the ward level. It should be noted that this level provides a “lower resolution” picture of Kent than the Super-output areas more commonly used in the Kent Rural Evidence Base, however, more data is available at this scale. It should also be noted that this figure includes the contribution of the agricultural sector.

Agricultural GVA in Kent

Employees in agriculture in Kent

This count is based on data from the Annual Business Inquiry (ABI) published by the Office for National Statistics (ONS) and excludes the self-employed.  

The number of employees in agriculture has been slowly declining over the last few decades, both nationally and within Kent.  In 1981 there were approximately 17,000 people employed in agriculture in Kent, which fell to 12,100 by 2005.

Data for 2006 and 2007 have shown slightly higher numbers, compared to earlier years.  However, this apparent increase could largely be attributed to an administrative change in the way the data is collected.  From 2006, the date of the survey changed from a December count to a September count.  This means that the large number of seasonal workers who would be employed in September but not in December are now included in the count.

The latest estimates from the ABI of 13,000 people, account for 2.3% of all employees in Kent.  This figure includes supplementary agricultural employee data from the Department for Food and Rural Affairs (DEFRA).  In comparison, the equivalent regional percentage is 1.1% and the national percentage is 0.9%.

Chart 1 shows the recent change in agricultural employees in Kent. It clearly shows the higher counts in agriculture in the last two years (despite a decline in the last year).  Given the context of national decline in agriculture in recent years, due to increased productivity, mechanisation and diversification for example, forecasts currently predict that in the longer term the Kent numbers will also decline.  The next section considers how the number of Kent agricultural employees will change in the future.

Chart 1: Recent change in agricultural employees
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Agricultural employee forecasts

Forecasts from Experian expect an overall decline in the total number of people employed in agriculture in Kent, throughout the period to 2025, as is shown in Chart 2.  This is broadly in line with their expectations for this sector nationally. 

Chart 2: Agricultural employment forecast to 2025
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This forecast includes estimates for the self-employed in agriculture, forestry and fishing and therefore differs in definition to the Annual Business Inquiry data published by the Office for National Statistics, presented in Chart1.

It should be noted that the predicted trend indicating a decline in agricultural employment may not address the potential effects of measures to improve food security, or the opportunities presented by non-food agriculturally-based clean technologies.  As the impacts of climate change and post-peak oil economics take effect, it is likely that Kent and the UK will rely more heavily upon the domestic agricultural industry, creating new business opportunities, and mitigating a potential decline in land-based employment.

Gross Value Added of agriculture in Kent

Based upon the most recent figures available (2007), it is currently estimated that the agricultural sector contributes over £238m to the Kent economy – about 1.1% of total GVA in Kent.

Chart 3: GVA by broad industrial groups in Kent
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Experian data show that the GVA of agriculture in Kent has been declining over recent years, as is shown in Chart 4.  
Chart 4: Recent changes in GVA in agriculture (2003-2007)
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Experian forecast that, in the short-term, the recent decline in agricultural GVA will continue.  However, the longer-term view estimates a period of stability, with the possibility of some growth in the GVA of agriculture by 2025.  See Chart 5.
Chart 5: Forecast of GVA in agriculture (2007-2025)
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As the number of jobs in the agricultural sector is forecast to decline, it may initially seem counterintuitive that the GVA would be forecast to increase.  The reasons for the growth in GVA could be attributed to assumptions about increased productivity in the industry and an increase in the value of food products, together with expectations of diversification into alternative crops for example, those associated with bio-fuels, which may also increase the value of output in agriculture.
Agricultural businesses in Kent

Counts of agricultural businesses are not readily available due to the suppression of small area data by DEFRA.  Therefore, the figures used here have been compiled from both ABI data units and DEFRA holdings data to produce a best estimate of the number of agricultural businesses in Kent.  Chart 6 provides an estimate of how the number of agricultural businesses in Kent has changed between 2003 and 2007.

Chart 6: Agricultural businesses in Kent
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Agricultural Census

The Agricultural Census is conducted in June each year by DEFRA and counts land, crops, livestock and labour.  Table 1 summarises the data for Kent from the latest survey – June 2007.

Table 1: Agricultural Census 2007 – Kent
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(Hectares)

Holdings

Number

Cattle Total

775

59,838

Goats Total

234

2,460

Horses Total

1,237

7,960

Pigs Total

250

17,249

Poultry Total

882

2,187,667

Sheep Total

1,310

362,698

Arable Crops  Total

104,482

Horticultural Crops Total

12,805

Total Farmed Area

235,446

Total Labour

15,133

Total Holdings

5,897


Source: DEFRA

This gives a broad summary of the extent of the agriculture sector in Kent; the amount of livestock managed in the County, the area of land dedicated to arable crops, horticultural crops and the total land use.

It also shows that there were 5,897 agricultural holdings in 2007, employing 15,133 workers.  This count of workers differs in definition from both the ABI and Experian data, in that it includes the self-employed and seasonal workers and the survey count is taken in June each year.

Horticulture

Horticulture is considered to be a very specific sub-sector within the overall classification of agriculture.

Unfortunately, it is not possible to identify employment in this specific sub-sector with any degree of accuracy.  The DEFRA dataset, which provides the bulk of the information on those employed in agriculture, cannot separately identify those employed in horticulture due to the aggregated way the data is published and the fact that many farm holdings are of mixed use.  The Annual Business Inquiry identified 1,600 people employed in horticulture in 2007 but this dataset contributes only a small proportion of the total number employed in agriculture, so this only represents a tiny proportion of the horticultural sector.  Likewise, it is currently not possible to calculate a specific value for the output of horticulture, in terms of GVA, within the Kent economy.  Anecdotal evidence suggests that horticulture is a higher value-added sector than the average for the agricultural industry, so would provide a proportionally higher level of output per employee.  
Rural GVA in Kent
Rural area and population

According to the latest mid-year population estimates (for 2007), the number of people living in rural areas of Kent was 398,900 people.  This is equivalent to 29% of the total population of the County.  This is a rise of +3,500 people (+0.9%) since 2006.    
In terms of area, 285,483 hectares of Kent’s land area is classified as rural.  This is equivalent to 78.4% of Kent’s total land area, based upon ward-level measurements.

Businesses in rural Kent

Data on businesses from the Office for National Statistics combines information from both VAT (Value Added Tax) and PAYE (Pay As You Earn) administrative systems under the banner of ‘Business Demography’.  Chart 8 uses this data to show the distribution of the number of businesses in Kent, by sector and by urban/rural location, as at March 2008. 

Chart 8: Distribution of urban/rural business by sector
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An alternative way of looking at this data is to show the percentage split in each of the industries by urban/rural area in Kent as is shown in Chart 9.

Chart 9: Industry percentages ranked by urban/rural
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This clearly shows the differences in the location of each sector by urban/rural location in Kent.  As you would expect, there is a higher percentage of businesses in the agricultural sector located in rural areas, while at the other end of the chart, retail businesses have a much higher proportion located in urban areas.  Wholesale distribution is the sector in which the urban and rural percentage shares are most similar. 

Overall, the Business Demography dataset estimates that 23,300 or 37.8% of Kent’s businesses are located in rural areas.

Table 2: Businesses in urban/rural Kent

	
	Urban
	Rural
	Total

	All businesses
	38,415
	23,300
	61,715

	Percentage
	62.2%
	37.8%
	100.0%


Source: Business Demography, ONS 

Employees in rural Kent

The distribution of employees by urban/rural areas in Kent, as at 2007, is shown in Table 2.  Nearly a quarter of Kent’s employees work in rural parts of Kent.
Table 3: Employees in urban/rural Kent

	
	Urban  Employees
	Rural Employees
	Total Employees

	All Industries
	422,000
	140,300
	562,300

	Percentage
	75.1%
	24.9%
	100.0%


Source: Annual Business Inquiry/Research & Intelligence, Kent County Council
And, as Table 3 shows, this proportion has changed little in the last 5 years.

Table 4: Percentage rural employees 2003-2007

	
	2003
	2004
	2005
	2006
	2007

	Rural Employees as a 

% of KCC Area Employees
	25.0
	25.0
	25.0
	25.2
	24.9


Source: Annual Business Inquiry/Research & Intelligence, Kent County Council
Gross Value Added of rural business in Kent

Detailed GVA data from Experian has enabled estimates to be made of the contribution of both urban and rural businesses to the Kent economy.

Table 5 shows the breakdown of GVA by urban/rural location in Kent, as at 2007.  This has been based on the distribution of employees by industry and by urban/rural location applied to the GVA figures.  This methodology assumes that there is no productivity differential between urban and rural businesses.  This assumption is supported by a recent DEFRA press release, based on work done by both ONS and DEFRA in which it was stated that:

“Productivity in rural areas is on a par with all urban areas outside London”.  

More detail on this can be found at: http://www.defra.gov.uk/news/2009/090205a.htm
The estimates show that rural businesses in Kent contribute just over £5.5bn to the Kent economy, which is 26.5% of the total GVA for Kent.

Table 5: GVA in urban/rural Kent - 2007
	
	Urban GVA (£m)
	Rural GVA (£m)
	Total GVA (£m)

	All Industries
	15,349
	5,539
	20,888

	Percentage
	73.5%
	26.5%
	100.0%


Source: Experian/Research & Intelligence, Kent County Council

Table 6 shows that in the last 5 years, rural GVA in Kent has increased by 6.6%, from just under £5.2bn in 2003 to over £5.5bn in 2007.  This compares to growth in the urban areas of Kent, over the same period, of 10.7%. 

Table 6: Rural GVA 2003-2007

	
	2003
	2004
	2005
	2006
	2007

	Rural GVA (£m)
	5,194
	5,298
	5,493
	5,477
	5,539


Source: Experian/Research & Intelligence, Kent County Council
Just over a quarter of Kent’s total GVA comes from businesses in rural areas of the county.  This is broadly similar to the split of employees (shown in Table 3).  This suggests that there is only a slight shift in the overall productivity of the urban and rural parts of Kent, due to their different industrial structure.

In recent years, the faster growth of Kent’s urban GVA has resulted in the relative share of rural Kent’s GVA falling very slightly as shown in table 7. 

Table 7: Percentage rural GVA 2003-2007

	
	2003
	2004
	2005
	2006
	2007

	Rural GVA as a 

% of KCC Area GVA
	27.3
	26.9
	27.0
	26.6
	26.5


Source: Experian/Research & Intelligence, Kent County Council
Food Chain GVA in Kent
The concept of the food chain is to capture those industries that make it possible to get food from the land to your plate.  Agriculture therefore plays a key role in the food chain, which could also be described as: “a collection of various sectors of the economy that encompass the production, processing, packaging, distribution and sale of food”.

It is estimated that within Kent there are 85,000 people employed in food chain industries, which accounts for just over 15% of all employees in the County.  Together, the value of these industries to the Kent economy is almost £2.6bn, which is around 12.4% of Kent’s total GVA.

Even though recent research has shown that the UK imports just under 50% of its food (Food Statistics Pocketbook 2008, DEFRA/ONS), the agricultural sector still provides the foundation upon which the food chain is built, and in doing so, its presence supports a considerably wider section of the local economy.  This is becoming increasingly important as consumers concerns over food-miles, preference for seasonal produce and the increase in buying locally, start to impact on spending patterns.

For further information regarding this document please contact:
Research & Intelligence

Kent County Council
Email:
 
economy@kent.gov.uk

Telephone: 
01622 221625

Fax:

01622 694782
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