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Direct Payments will be phased out in England over the next few years as part
of the Agricultural Transition

Defra would like to fully understand the impact of this on farm businesses

Farm Household Income is generally understood to mean the disposable
income of a farming household

Itincludes income from farming and off-farm sources

Off-farm income is an important consideration to understand what farming
households are doing to bring in additional income over the Agricultural
Transition period

N
Why collect farm household income data?




Farm Household Income in England: A Brief History

2004/05-2014/15

* FBS began collecting farm household income data:
1. Off-farm income of primary household (to nearest £50)
2. Percentage of drawings taken by households Why reduce the data
3. Composition of households (number of pensioners, adults and children) collection?

¢ Annual Farm Household Income statistics published

Off-farm income data
hadn’t been collected in the
FBS for 8 years

2015/16-2020/21

* Break in data collection
* No statistics published Farmers felt uncertain
about providing data to
Defra about their off-farm
income

2021/22-2022/23

¢ Data collection resumed, however:
* Only banded off-farm income data collected
e Off-farm income only collected for farmer and spouse of primary household
* Household composition only collected number of adults and children in primary household farmers
* Percentage of private drawings not collected in 2022/23

Data collection was reduced

to limit the burden on the
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2023/24 Survey (currently being collected)

Combined household (N) and off-farm (K) income sections

Off-farm income part collects:
= Hours worked off-farm for farmer and spouse (separately)
= Banded off-farm income earned by farmer and spouse (combined)
= Off-farm income is also broken down by type of income:

— Employment, self-employment, investments, pensions, social payments, green energy,
other

Household part collects, for the primary household:

®» Household composition (humber of adults, number of children 14-17, number of children O-
13)

= Percentage of private drawings taken by the household

Ensuring data is only collected for family farms




A farm which is managed and operated by an individual or a family (a group of
people related by blood, adoption or marriage)

At least one member of the family works on the farm full-time, exceptin the
case of spare- or part-time farms

The individual/family’s finances are heavily influenced by the farm’s
economic performance, and they will usually define themselves as farmers
and/or take part in farming culture

This would exclude farms run by a board of directors

N
How do we define a ‘family farm’?




FBI or drawings?

Most measures of Farm Household Income use farm income as the personal income from the farm
But does this approach make sense?

Farm Business Income (FBI)

Private drawings

* Essentially, the net profit of the farm (farm

* Amount taken for: outputs minus farm costs)

e personal taxes

* corporation tax * Doesn’tinclude drawings as a cost
* private insurance premiums
* national insurance for farmer and spouse * Uses depreciation of machinery to account

+ living expenses for reinvestment (but not improvement)
* If positive, most must be set aside for future

* Personal share of expenses shared with . :
reinvestment in the farm

business (e.g. fuel) is estimated from bank

statements / talking with farmer .
e Can be negative




Case studies

A sole trading dairy farmer who has had
a profitable year and takes drawings

£200k output from agriculture and subsidies

£135k spent on feed, machinery, fertilisers, etc.
(excludes imputed labour and rent)

FBI Farm

Household Income £65k

A tenant cereal farmer who has made a
loss this year —takes drawings from the
farm and wife is a teacher

£110k output from agriculture and subsidies
£160k spent on feed, machinery, fertilisers, etc.

£35k from wife’s salary

Drawings Farm

Household Income £12k

FBI Farm

Household Income -£15k

Farmer usually takes more in drawings

But has been saving for a new and improved milk
parlour

Drawings Farm

Household Income £43k

The farmer has money saved in the farm from
previous years

So was able to take £8k of drawings

These case studies are based on real farms | Details have been adjusted to protect confidentiality | The pictures are stock photos
All figures shown are gross of tax



Case studies
Two hill farmers in a partnership -

A sole trading potato farmer, takes principal farmer takes two thirds of the
drawings, daughter works part-time drawings and owns a rental property
£140k output from agriculture and subsidies £121k output from agriculture and subsidies

£90k spent on feed, machinery, fertilisers, etc. £100k spent on feed, machinery, fertilisers, etc.
£5k wages paid from farm to daughter £20k rental income

FBI Farm FBI Farm
Household Income £55K Household Income £34Kk
Drawings Farm Drawings Farm
Household Income £27K Household Income £32Kk
Farm isin a flood-prone area — so makes major The measures are similar for this farm
EERE0 SEMOYEENE The principal farmer needed to draw almost her full
Farmer always saves money in profitable years to share of the FBI to cover this year’s private expenses
cover for future loss years (e.g. mortgage on rental property)

These case studies are based on real farms | Details have been adjusted to protect confidentiality | The pictures are stock photos
All figures shown are gross of tax



Farm Household Earnings\
Our pla N Most definitions of ‘Farm Household Income’ use
farm income rather than private drawings
The same term with a different definition could be
confusing for users of the data/

Owned by the
business
e.g. seeds, fertiliser

Wages\

Wages paid to
household members
(except farmer and
spouse) are a cost in FBI/

Shared by household Business use ]
and business

e.g. fuel, phone bills Household use

Farm
outgoings

e.g. food shop, drawings from FOTTIER @ ElETIEE

Drawn by the household Private
: : : taken by others
swimming lessons business

Off-farm income of Wages paid to Portion of drawings Farm Household
household household taken by household = Earnings
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Thanks for listening
Any questions?



