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The CLA Rural Business Conference 2018 – Inspiring Investors Policy Report is the culmination 
of a year-long programme looking at the people who own and manage rural landowning            
businesses and how we can encourage and give them the confidence to increase their          
investment in the rural economy.  

Across England and Wales landowners are investing in their businesses, jobs, land and          
communities. This investment, which averages £13bn a year, often underpins wider economic 
success in local economies alongside community benefits. As Brexit approaches and businesses 
across the country face up to the challenges of our changing economy and society, landowners 
are shaping change in the countryside and it is those businesses planning for the future that 
will succeed in a post-Brexit rural economy.  

However, these investors whether they be place shapers, risk takers or future planners, cannot 
achieve this on their own. We need the right policies and support coming from government to 
encourage these business owners that the investments they are planning are the right ones for 
their business. All too often planning, tax and connectivity policy has not served their needs, 
this must change.  

Our report sets out a number of recommendations which, if enacted, will help ensure that       
businesses that operate in the countryside and already contribute in so many ways to the       
economy, environment and communities, have the tools to deliver even more.  

I hope you enjoy reading this report. 

 
 
 
 
 
 
 

Tim Breitmeyer 
President, CLA 
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Two CLA documents complement the CLA Rural Business Conference 2018: Inspiring Investors   
which highlights a selection of rural landowners who are making a real difference to their       
communities, and this Inspiring Investors Policy Report which makes some key recommendations 
to Government. 

Last year’s CLA conference Redefining Farming looked at changes facing British agriculture as 
the nation approaches Brexit. It also outlined the environmental challenges and opportunities 
for innovation that could make a step change to agricultural productivity in the future. 

During 2018 more information has become available, and the direction of government policy 
has become clearer with the publication of the 25 Year Environment Plan for England, and more 
recently the Agriculture Bill. We are now also close to the reality of Brexit. This year’s conference 
Inspiring Investors explores opportunities outside of agriculture and the new policies that are 
required to both underpin rural enterprise and ensure that we have a thriving and economically 
diverse countryside. This is now more important than ever as we leave the European Union        
because many of the structures and support mechanisms will change. 

This policy report is split into three sections – Place Shapers, Risk Takers and Future Planners – 
each reflecting the themes within this year’s conference as well as the CLA’s Inspiring Investors         
publication. The case for each CLA recommendation is provided. 

 
 
 
 

1. INTRODUCTION
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Brexit presents the Government with a unique opportunity to radically reshape rural development 
policy and act as a dynamic factor in redirecting rural communities. What is needed is a national 
framework to steer policy but with decisions taken at local level to meet local challenges. This 
must recognise and embrace the spirit of rural entrepreneurship in order to sustain rural          
communities and engender rural economic growth. 

National Government has a key role to play in shaping this framework through a genuine        
partnership with the rural sector. Through local institutions, decisions can be made that recognise 
the issues faced by rural businesses and which can be delivered appropriately at local level. 

But business needs the tools to exploit this change. For example, if the country is to maintain its 
position as an economic powerhouse it needs the most up-to-date digital infrastructure. Without 
effective broadband connectivity, rural businesses will continue to lag behind their urban        
counterparts. There needs to be a clear delivery plan to achieve universal coverage for both full 
fibre and 4G for all rural areas. 

 

2. PLACE SHAPERS
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Owners of rural land and businesses have a unique ability to transform how their 
local communities live, work and feel. They are responsible for providing housing 
and workspaces, often in areas ignored by the public sector. 

They often look after the infrastructure that creates vibrant communities, such as 
village halls, shops, pubs, open spaces and recreational areas. And they manage 
the local landscape, environmental and wildlife habitats and heritage which      
contributes to people’s sense of happiness and wellbeing. 

But creating a place with its own identity requires the right mix of economic,        
social and environmental activity. Getting this right can require extensive ongoing 
consultation by both the landowner and the planning authority with those living 
and working in the area. 

Once the desired balance has been determined it must be set out, hence the        
importance of every authority having a local plan in place. 

New enterprises will need to be sustainable over the long term. The pubs,            
restaurants and local businesses on which communities depend should not be put 
at risk though excessive business rates. Transport policy needs to realistic in the 
current age and address the variety of ways in which people reach destinations 
on the one hand, and how they move within more built-up areas once there on 
the other hand.



2.1 Balanced Growth 

Development is the key to delivering sustainability and change. For several decades the          
countryside has had an unprecedented level of protection which has stifled employment and 
housing development. 

Many local plans restrict development to the main service centres and larger villages,         
only allowing infill or rural exception sites in the small settlements. Rural exception sites may  
actually become easier to deliver as local authorities and housing associations become more 
used to the concept of cross-subsidy. Infill, however, is likely to remain problematic because 
there are so few opportunities in rural settlements where such development can take place. In 
contrast, well-planned, village-edge development could provide new form and character to the                 
settlement. 

Of course, the natural environment must be safeguarded, but it needs to be done in a measured 
and proportionate way using the polices in the National Planning Policy Framework (NPPF) in 
England and Planning Policy Wales (PPW) that are then translated to meet local needs, thus     
delivering for the economy, environment and communities. 

Up-to-date local planning policy 

The deep-routed problem is that a large proportion of local planning authorities still do not have 
a fully up-to-date local plan or local development plan. This means that recent changes to       
planning policy in England and Wales are not properly reflected at the local level. 

This increases uncertainty for a developer who may find that appealing a local decision is the 
only way of getting a result compliant with national policy. It may also mean that other           
applicants may not even consider submitting an application. 

A properly resourced planning system 

The ever-increasing complexity of the planning system requires ever more resources being         
devoted to the training and updating of planning authority staff, rather than coping with the 
current workload. 

The planning system must be properly resourced to ensure timely and consistent decisions. If 
the resources are inadequate to run the system, then either the resources must be increased, or 
the system must be changed so that it can function using the resources available.  
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The CLA recommends: 

•   Sustainable development must be delivered based upon equal application 
    of economic, environmental and social considerations. 

•   Every local authority must have an up-to-date local plan and a properly 
    resourced planning department in order to deliver certainty for investors.



2.2 A New Rural Settlement Policy 

The needs of smaller rural communities are not being met by current planning practices. This 
was an issue first raised in 2008 by the Taylor Review of the Rural Economy and Affordable 
Housing which critiqued local planning authorities for their approach to assessing whether        
villages could support additional growth.  

Ten years on, CLA research has identified 2,154 settlements that find themselves deemed to be 
unsustainable. The current interpretation is no longer considered fit for purpose. 

Planning for small rural settlements 

The problem lies within the approach to defining sustainability which has been concerned with 
assessing the services that a settlement benefits from, rather than the needs of that community. 

Larger villages may already benefit from a wider range of services and, as a result, are allocated 
a disproportionate amount of housing thus changing the entire character of the village, often 
adversely. Smaller or remote settlements do badly in such an assessment as they benefit from 
fewer services and therefore development is often so restricted that a village may not receive 
the housing or employment it so desperately needs. This can have a negative impact on house 
affordability, social cohesion and economic performance. 

Redefining sustainability for the 21st century 

Current criteria used to conduct sustainability assessments is not fit for the modern, digital age. 
Local authorities should take greater account of access to services such as broadband and social 
capital. 

Local authorities that have compiled settlement hierarchies decide on sustainability by looking 
at the services which a settlement benefits from. For this purpose, most local authorities consider 
Post Offices, schools, GP surgeries, meeting rooms, pubs, bus routes, libraries and employment 
opportunities. Interestingly only a very small proportion have identified broadband as an indicator 
of sustainability, while most still considered a bus route to be important.  

Mandatory housing needs assessments 

The Government should require and give resources to local planning authorities to conduct 
housing needs assessments in those communities not allocated housing in Local Plans. 

Introduction of cross-subsidy on Entry Level Exception Sites in England 

Exception sites depend on landowners donating or selling land just above agricultural value.    
Allowing cross-subsidy on Entry Level Exception Sites would incentivise landowners to bring 
these sites forward where they would otherwise be unviable. 
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The CLA recommends: 

•   Sustainability should be redefined to meet modern-day requirements. 

•   Every settlement should have a Mandatory Housing Needs Assessment. 

•   Cross-subsidy should be introduced on Entry Level Exception Sites in England.



2.3 Rural Enterprise Plan 

CLA members own and manage land to produce a           
multitude of goods and services: food, clean water and    
opportunities for fresh air, exercise and tranquillity, 
amongst hugely varied landscapes. However, the            
management of these diversified businesses and the       
landscapes and natural capital within which they co-exist 
is intrinsically linked to local communities, to local plans and 
local economies. 

The long-term resilience of these widely diversified           
businesses is fundamental to the success of local areas, and 
the support they can provide in delivering the needs of local 
people (for homes, jobs and services amongst others) can 
make a significant positive impact. 

The CLA proposes the creation of a Rural Enterprise Plan 
(REP). This would be a report, produced by the landowner, 
which would set out a strategic vision for the future of the 
business. It would outline how land and buildings could be 
put to best use over time, by identifying viable                    
opportunities such as tourism, business, leisure, residential 
or environmental proposals. 

The REP would be prepared in consultation with all relevant stakeholders including other         
businesses, local people, neighbours, the parish council, planning and highways authorities as 
well as funding bodies. 

Planning policy will require planning authorities to have regard to the REP as a material           
consideration when determining planning applications. 
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The CLA recommends: 

•   Rural Enterprise Plans (REPs) should be introduced and the National Planning 
    Policy Framework (NPPF) in England and Planning Policy Wales (PPW) should 
    be amended to require local planning authorities to take REPs in account 
    when determining planning applications.

The “10 Fs” 
the land provides 

•    Food and fibre 

•    Flora and fauna 

•    Forest 

•    Fixing carbon 

•    Farm buildings 

•    Functional space 

•    Fuels 

•    Fun 

•    Farmed landscapes 

•    Flood protection 

2.4 Digital Infrastructure 

The importance of digital connectivity in helping reshape the rural economy cannot be          
under-estimated. Government is aware that the rollout of the superfast broadband programme 
has generated an additional £9bn for the UK economy. It is this economic contribution that 
needs to be built on if the UK economy is going to truly benefit from the digital revolution.
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The CLA recommends: 

•   To be successful rural areas must be supported by sound digital infrastructure. 

•   Digital connectivity such as improved broadband and rural roaming, are 
    essential to help reshape the rural economy.  

•   Government needs to promote an awareness campaign, to increase demand 
    and exploit the technology.

But irrespective of the progress that has been made in rolling out the physical infrastructure 
there still remains a clear rural-urban digital divide that must be closed as soon as possible. We 
are not talking about the remaining 5% who will not have access to superfast broadband but 
rather some 25% of those who live and work in the countryside. It is this inability of rural          
businesses and rural communities to access digital technology, whether it be fixed line or mobile, 
that acts as a major barrier to economic growth. 

Improved broadband connectivity 

The CLA has worked with the industry to agree a national wayleaves framework that will set a 
base in the market and provide much needed stability as government pushes towards its full 
fibre objectives. Even though government has said that 95% of premises in the country now 
has access to a superfast connection, the actual take-up of the service only averages 35%. 

A national awareness programme aimed at householders, communities and small/micro          
businesses will help to further exploit the economic potential of superfast broadband. This should 
be promoted by government and developed by industry to increase demand and exploit the 
technology. 

Mobile coverage 

The introduction of a revised Electronic Communications Code (the Code) to regulate the            
industry in December 2017 was meant to encourage mobile operators to roll out coverage         
across the UK. However, the Code is not delivering and the new process is leading to confusion 
and conflict. Such a situation is not conducive to achieving 4G for all, one of the CLA’s           
primary objectives. 

If the Government is committed to a 5G future, it will need to be built on a 4G platform. But 
this can only happen if operators recognise the connectivity needs of rural areas. An efficient 
digital infrastructure can lead to increased productivity for business and more inclusiveness for 
communities. But what we are actually witnessing is a widening of the rural-urban digital divide 
where rural areas continue to be side-lined in the rush to roll out 4G only in the areas where 
there is greatest profit for the operators. 

Government needs to give assurances that it is serious about harnessing the obvious economic 
and social benefits of 4G; it needs to put in place clear conditions for mobile operators to meet 
so that the Government’s own ambitions of 4G for 95% of the country by 2022 can be achieved. 
Enabling rural roaming could be an important factor in this target being reached. 



2.5 Natural Capital 

Natural capital accounting is a concept that applies economic thinking to the use of natural      
resources and the natural environment. Through the application of natural capital accounting it 
is possible to understand and quantify the contribution the environment makes to our society 
and economy. 

Natural capital is defined as the elements of nature that provide value (directly and indirectly) to 
people. These assets underpin our economies and society by providing us with a wide range of 
goods and services such as clean water, food, air and biodiversity. These benefits are often          
referred to as ecosystem services.  

Adopting this thinking will underpin the long-term financial case for land managers to continue 
to be supported in order to enhance the environment. Defra has committed to create a new 
Environmental Land Management Scheme (ELMS) to replace the current system of farm support. 
The Welsh Government has also said that one of its strands of support for future will be based 
on public good. 

There are three distinct areas for improvement which will allow landowners to participate. 

•   Government enabling – there needs to be a recognition that investing in natural capital should 
    be a profitable enterprise in itself rather than something a landowner takes on, possibly for
    going income. There are markets that could be opened up for rural landowners (e.g. carbon 
    trading). 

•   Market stimulation – in some areas and for some forms of natural capital assets there are 
    opportunities for private markets to drive investment in natural capital. Where such 
    investment is possible government may be in a position to encourage the development 
    of these new markets. 

•   Public money for public benefits – Government funding may be required where multiple 
    market failures limit the potential of markets to deliver investment in natural capital. 
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The CLA recommends: 

•   The value of natural capital and the benefits it can and should deliver needs 
    to be recognised. 

•   A step change in delivery of natural capital is needed through smarter 
    regulation and policy, payment for public goods and the stimulation of
    markets. 
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2.6 Historic Environment 

Heritage is at the heart of what we value about rural landscapes and settlements, but just as 
important is its crucial role in the economy. Heritage contributes more to the economy (and  
employs more than agriculture1); it employs people in places where other employment is scarce; 
and it has great scope to contribute even more in future. However, the maintenance costs can 
be huge, and the reuse of heritage assets problematic. 

Acceptance of positive conservation  

What matters in conserving heritage and maximising its positive role in the economy is use. 
Most heritage can only survive if it is put to a viable use that covers its maintenance and          
management costs. Heritage without a use is almost always at risk. 

Modern conservation philosophy asks owners of heritage to analyse its importance and ensure 
it is conserved and enhanced through use. This approach makes sympathetic change easier, and 
harmful change more difficult. It stresses proportionality, and sets out a clear policy approach 
to change. 

However, often this does not work in practice. Change is needed, especially through encouraging 
reuse even where the building is outside a settlement boundary. There needs to be greater       
emphasis on proportionality in policy and decisions; and better policy co-ordination between 
national planning policy and guidance in England and Wales. 

Administrative improvements 

A large part of the current problem is the lack of heritage resource in local authority planning 
departments. Few now have more than one skilled person, and many have none. 

CLA and other heritage sector stakeholder bodies have made recommendations incentivising 
applicants to use heritage skilled advisers, allow certain minor works to be done without listed 
building consent and changes within local authorities to improve efficiency. All of these would 
ease the current situation without recourse to new legislation or funding. 

Effective funding for non-viable heritage 

Wherever possible, heritage should be conserved by enabling it to have a sympathetic and viable 
use which will pay for its long-term maintenance. Some kinds of rural heritage cannot be          
economically reused and there needs to be a solution going forward that secures their          
maintenance into the future. There is potential, outside the EU, for different funding options to 
become available which could be based on a payment for public goods delivery model.

The CLA recommends: 

•   The economic potential provided by the historic environment should be 
    maximised through positive conservation and use, improvements to the 
    administrative process and effective funding for non-viable heritage.

1.  The comparative GVA figures for England are £11.9 bn for heritage and £8.6 bn for agriculture, forestry, and fishing (2014). Direct 
    employment 169,700 for heritage, and 153,400 for agriculture, forestry, and fishing.



3. RISK TAKERS

3.1 Rural Charter 

Rural proofing has existed for many years, but this voluntary concept across government is         
difficult to resource and enforce. The UK Government needs to establish an ambitious Rural 
Charter that would set new, proactive priorities across all government departments to ensure 
that policies do not simply consider rural impact but deliver for rural areas. 

In England the Rural Ambassador would be key to formulating and delivering the Rural Charter 
cross government and to match this ambition the role of Rural Ambassador – currently part of 
the role of the Parliamentary Under Secretary of State for Rural Affairs and Biosecurity – should 
be expanded to be a joint position between Defra the Department for Business, Energy &            
Industrial Strategy (BEIS). In Wales, the role will be important when considering non-devolved 
matters too. 

Since its establishment the Rural Ambassador role has worked well and there has been much 
greater rural awareness across government departments. However, it is clear that the economic 
balance of rural areas will change over the next few years as direct agricultural support is           
progressively removed in favour of measures to increase productivity, payment for public goods 
and further diversification of the rural economy. So too the role of the Rural Ambassador should 
be expanded. 

Much economic policy will be delivered through the Government’s vision for the Industrial 
Strategy. As stated above, it is important that the Rural Ambassador’s post is no longer confined 
simply to Defra but shared with BEIS. This will give the post holder greater influence across the 
two key government departments covering rural affairs and business. 

Diversification has been an important strategy for farmers for a number of years 
now, and many have set up leisure, property or tourism businesses as a result. But 
Brexit will see the end of the current direct agricultural support payments which 
means that farmers will need to become more market-focused in their outlook, 
leading many to look at alternative enterprises. 

Most should be able to derive income under the new “public money for public 
goods” policy but many will still need to change, and will require support when 
doing so. The UK Shared Prosperity Fund will need to be focused on encouraging 
this and there needs to be clarity as to how this funding will be delivered in Wales. 

The primary role of government should be to reduce risk. 

For example, the Government needs to secure the provision of the basic         
infrastructure on which rural businesses depend. As stated above, universal mobile 
and broadband connectivity are the overriding issues. In addition, it must do all it can 
to provide the certainty which businesses need to be able to plan. This means setting 
out a clear timetable for the transition from the CAP to the new post-Brexit policy. 
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The CLA recommends: 

•   A Rural Charter for England and Wales should be introduced. 

•   The role of the Rural Ambassador should become a joint departmental 
    position in the Westminster Government between Defra the Department 
    for Business, Energy & Industrial Strategy (BEIS).

3.2 Planning Changes 

Successive Governments have strongly encouraged land managers to diversify in order to find 
alternative sources of income rather than rely solely on agriculture. However, the planning system 
has been a very real barrier to delivering these alternative sources of income. 

In England, the DEFRA Rural Productivity Plan – August 2015 “Towards a one nation economy: 
A 10-point plan for boosting productivity in rural areas” recommended “a fast track planning 
certificate process for establishing the principle of development for minor development          
proposals, providing much-needed certainty for small businesses in rural areas.” Unfortunately, 
this proposal has yet to be delivered. 

The concept of Permission in Principle (PiP) has been around for some time. However, it needs 
to be introduced for rural business development. It would establish whether a site is suitable in 
principle. The applicant then has a greater degree of certainty before submitting a more detailed 
application with all the supporting technical reports. 

Famers and land managers frequently spend significant sums of money upfront, mainly in survey 
fees and supporting reports, before even submitting the application itself. Most rural         
development is small-scale and often yields a low rate of return. The application costs therefore 
threaten the viability of many projects. To exacerbate matters, applicants often have to take 
their development proposals to appeal thus incurring yet more expense. 

As a result, many landowners are discouraged from bringing forward rural development proposals 
because of the costs involved and the time that is required to devote to pushing the planning 
application through a very complex and inefficient system. 

Benefits of having Permission in Principle for rural development 

A successful PiP system would mean that sizeable upfront costs within the current process would 
be pushed back to the technical details consent stage. 

This would actively encourage land managers to become more innovative in their future           
investment decisions. The outcomes could be to empower rural businesses to become multi-  
diverse hubs (subject to scale and landscape matters for example) with associated improvements 
in growth and productivity. 

The introduction of PiP for rural business development will assist land managers to navigate 
through the proposed changes to agricultural support payments. In the longer term it is likely, 
given greater levels of income from non-agricultural businesses, that land managers will be able 
to invest in modern agricultural technology, natural capital and community improvements as 
part of their individual Rural Enterprise Plans. 
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Small-scale affordable housing 

There is a need to increase the scope of permitted development to deliver new-build affordable 
housing of up to nine dwellings. Local authorities would still carry a veto on suitability of siting 
and design but this would allow affordable housing to be delivered quickly to rural areas which 
is not currently the case. 

Class Q permitted development right (agriculture to residential) in England 

Class Q has been beneficial in delivering housing in England’s rural areas. However, its scope 
excludes protected areas, many of which are suffering from poor housing provision as a result 
of the designation. 

However, Class Q could be made available for roadside barns in protected areas. This would  
deliver development without risk to the wider landscape. Class Q applies only to the building  
itself and not to any other external works, such as access or garden areas, so these features still 
require planning consent. 

CLA Rural Business Conference 2018 – Inspiring Investors Policy Report 14

The CLA recommends: 

•   Permission in Principle (PiP) for rural economic development should be 
    introduced. 

•   A new permitted development right for up to nine new-build, affordable 
    dwellings on rural exception sites should be introduced. 

•   The scope of Class Q permitted development rights in England should be 
    increased to include roadside barns in designated areas. 

3.3 Restructuring of the Rural Economy 

Brexit will undoubtedly speed up the process of restructuring the agricultural sector. Greater 
economies of scale will be brought into play which will affect many different farming businesses. 
But with these risks lie opportunities to diversify into other, more profitable income streams. 

The rural tourism sector provides a striking example of where diversification underpins a          
profitable rural business. Government needs to put in place policies that promote greater          
entrepreneurial endeavour to enable these businesses to compete and grow after Brexit. 

Redirecting rural economic activity 

The restructuring of UK agriculture and the supply chain means that it will be necessary for       
agricultural businesses to diversify in order to maintain or grow existing income streams and 
employment. 

While government incentives – through grants, loans or business advice – will only ever be a 
small element, they can often make the difference between a project going ahead or not. It 
could be seen as pump-priming a project over the first few years to help its establishment and 
the sharing of risk which makes a venture viable in the long term. 



There can be substantial risks in starting up a new rural business and government and industry 
need to engage in order to formulate a policy on diversification which addresses both planning 
policy and funding needs. It is important too that Local Enterprise Partnerships (LEPs) in England 
have proper and proportionate rural representation and a distinct rural economic framework. In 
Wales there needs to be greater clarity as to how future economic funding for the rural           
businesses will be delivered, and how it can be finessed to adequately reflect local priorities.
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3.4 Rural Economic Framework 

Rural businesses generate nearly £300bn Gross Value Added (GVA) to the UK economy every 
year. They are a significant economic driver with some 90% of rural businesses being either 
small or micro businesses employing fewer than nine people. It is important, as we move through 
the process of Brexit, that the Government adopts the best approach to encourage rural          
economic growth and harnesses the opportunities for increased local productivity. 

Brexit provides the opportunity to move away from current funding models to one that focuses 
more on the needs of British businesses and can better address the needs of rural areas. The UK 
Industrial Strategy sets the framework for this, but to be effective it needs to be focused on 
local issues. 

The UK Shared Prosperity Fund is the most logical vehicle for rural socio-economic funding in 
the future, where such funding is prioritised and at a level which is sustainable and delivered 
through local partnerships. This means that rural socio-economic schemes should and must       
become a fundamental part of the Shared Prosperity Fund. 

The criteria for socio-economic support going forward should be that it is guided by a national 
strategy, but be delivered locally. One of the strengths of LEADER was its network of Local 
Action Groups and its ability to understand local economic circumstances in an area and this 
must not be lost. However, all the previous delivery models have lacked a formal link into local 
authorities’ planning policies and this shortcoming has had an impact on growth. 

In order to ensure that LEPs and the Welsh Government can develop future schemes, they should 
produce a Rural Economic Framework (REF) which reflects the rural economy of their areas. The 
REFs should address the types of businesses within the locality and the need for funding that 
will move those businesses forward. In order to ensure that this growth is delivered, such a 
framework must have a role in shaping the planning policies of an area. 

 

The CLA recommends: 

•   Support for diversification within the rural economy is needed as the 
    agricultural industry restructures post-Brexit. This will include an effective 
    structural programme and co-ordinated delivery, resources targeted at skills 
    and training and local industrial strategies matched to the needs of local 
    communities.



 

 
The CLA recommends: 

•   In England, Local Enterprise Partnerships (LEPs) should be required to prepare 
    Rural Economic Frameworks (REFs) to guide the focus of business funding and 
    provide an essential link between businesses, local communities, and the grant 
    funding and planning bodies. In Wales, the Welsh Government should produce 
    REFs to achieve the same outcome. These frameworks will enable the delivery 
    of local solutions which complement and steer the Local Industrial Strategies. 

•   New administrative and accountability mechanisms should be created. 

3.5 Non-Domestic Rates 

The 2015 revaluation of rateable values which led to the 2017 Rating List was a watershed      
moment for the rating of business premises as many businesses, particularly in rural areas, saw 
their rateable value increase dramatically, sometimes threefold. 

New businesses 

Business rates become payable as soon as a business has started. This can be particularly harsh 
for some new businesses, so there should be a transition period where they can receive partial 
relief in order to become established. 

Basis of assessment 

The current basis of assessment for rates is on a notional rental value of a commercial property. 
However, for the layperson, understanding this concept is difficult especially if the property is 
not usually the type of property that is rented out. 

There is, however, a real disjoint between rental values and the performance of a particular     
business in an area. It is important that the assessment of non-domestic rates more closely follows 
trading reality. The current exemptions will still be required as they serve a valuable purpose. 

Rateable values should be assessed more frequently and not increase disproportionately. 

Appeals process 

The appeals process should be properly resourced and further streamlined to ensure that all      
appeals are dealt with within a year to avoid businesses having to pay incorrect rates for a long 
period of time. If different areas were revalued at different times that might reduce the pressure 
on the appeals system. 

 

CLA Rural Business Conference 2018 – Inspiring Investors Policy Report 16



The CLA recommends: 

•   The impact of non-domestic rates on small businesses needs to be reviewed 
    by the Government. 

•   There should be a graduated introduction of rates for new businesses 
    occupying new premises. 

•   The basis of assessment should change from a notional rental value of a
    property to a proportionate system that reflects the economic realities of 
    trading. 

•   A periodic review process that ensures rates cannot increase 
    disproportionately should be introduced. 

•   The appeals process should be made to work more effectively.
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4. FUTURE PLANNERS

Businesses controlled by families are key to the UK economy. The majority of farms, 
estates and rural businesses are family businesses. 

Family businesses tend to have-long term horizons. They have a strong sense of 
identity, an understanding of their markets and the ability to be nimble compared 
with larger, corporate organisations. But family businesses also face their own     
challenges, particularly growth, skills progression and succession.  

Succession requires each generation to progress. For the younger generation there 
needs to be the incentives in place to keep them in what can be remote locations. 
There also needs to be opportunities to access the sort of training and skills they 
require to enable them to contribute to the business. These issues will need to be 
addressed in the rolling out of the UK Industrial Strategy. 

Planning authorities need to be much more sympathetic to building homes for        
retirement in the countryside to which older members of the family can retire but 
still remain close to the business so that they can pass on their knowledge and         
experience to the next generation. 

Tax is particularly important. Family businesses tend to be unincorporated, but they 
compete against many businesses which enjoy the fiscal benefits of incorporation. 
This discrimination needs to end. 

Family businesses operate over the generations, the tax system needs to recognise 
this and ensure that businesses are not put in jeopardy by disproportionate IHT        
liabilities. The key reliefs, APR and BPR, must be retained. 
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4.1 Unincorporated Businesses 

Many tax changes to support business over the past few years have been limited to companies. 
For example, capital allowances for agricultural and industrial buildings were withdrawn to fund 
a reduction in corporation tax. 

Although the 2018 Budget announced the introduction of the Structure and Buildings Allowance 
at a write-down rate of only 2% per annum, this is less generous than the allowances previously 
withdrawn. This means that it will take 50 years to recover the investment in a structure or   
building that may only have a 20- or 25-year lifespan. 

Business profits of incorporated businesses are taxed at a lower rate than those generated by 
unincorporated businesses. Land-based businesses have traditionally been unincorporated,       
operating as sole traders or partnerships. There are significant difficulties in these businesses  
becoming incorporated. Transferring business assets into a company raises capital gains tax and 
stamp duty land tax (land transfer tax in Wales) issues. 
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Incorporation of a rural business which includes houses – especially a farm or landed estate – 
raises issues with the annual tax on enveloped dwellings, particularly if homes, such as the 
main farmhouse, are occupied by directors. Issues may also arise with regard to the income tax 
benefit in kind rules. 

If a family partnership were to incorporate, the profits of the business would effectively be       
subject to double taxation. Corporation tax is paid by the company on profits and then, when 
the family withdraws the profits as a dividend, they are taxed again in the hands of the individual. 
This is uneconomic for the family’s finances. 

In addition, many estates with listed buildings have substantial inherent liabilities to maintain 
properties which might have to be recognised in statutory accounts. Incorporating a land-based 
business is effectively a one-way street as the tax rules make it expensive to disincorporate. 

For these reasons many rural businesses do not incorporate. However, they should not be over-
looked when the Government is seeking to support business through the tax system. 

Research and Development (R&D) 

Private sector funded R&D is currently incentivised by the R&D tax relief. This relief can either   
reduce a company’s tax bill or, for some small or medium sized enterprises (SME), provide a cash 
sum. The tax relief on allowable R&D costs is 230%. This means that for every £100 of qualifying 
costs, a company could reduce its corporation tax by an additional £130 on top of the £100 
spent. State aid rules prevent the use of SME R&D relief if EU grants or subsidies are received, 
so this should now improve. 

The majority of farm businesses are unincorporated and as such cannot benefit from any relief 
for their investment in R&D. It is important that such businesses are also given the incentive to 
invest their business profits in R&D to support the drive for improved productivity and a more 
innovative mindset. 

Simplifying assessment of diversified businesses 

It has become apparent when considering the new rules for Making Tax Digital (MTD) that while 
there will be a requirement to provide information on income and expenditure to HMRC four 
times a year, with a formal return submitted digitally after the year end, this will have to be 
done for each business activity. This could mean that a diversified business with farming income 
and, say, income from a holiday let business, Feed-in Tariff income from solar panels and income 
from cottages let on assured shorthold tenancies, will have to submit 15 returns a year. This is 
incredibly burdensome for a SME. There will also be issues of apportionment of overheads          
between different aspects of the business and it is not clear how easily this could be done by 
the MTD compliant software. 

These challenges for diversified businesses can be alleviated by allowing these businesses to 
elect to be assessed for income tax as one composite business. 
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4.2 Diversification 

Rural tourism as an economic force for the future 

Rural tourism generates some £19bn GVA per year and supports nearly 400,000 jobs. It is a 
major success story. In Wales, it is one of the largest employers in the economy, with £2bn in 
spending from overnight visits, however the spend per visit still lags behind England. While     
England and Wales both have distinct tourism strategies, these need to come together under a 
single UK sector deal. The trend of growth is upward and will be able to sustain many rural   
businesses that are already involved in the sector or are seeking to diversify. 

In order to achieve ongoing benefits, there will need to be incentives for farm businesses            
to diversify, through dedicated funding streams, the availability of affordable housing and a 
more flexible planning system. By putting in place a more effective policy framework that          
operates efficiently at both the national and the local level, rural tourism will be able to benefit 
from continued growth and rural tourism operators will be able to exploit the opportunities 
from Brexit. 

The CLA recommends: 

•   Improved policies to help encourage diversification and offer good quality, 
    well-paid permanent jobs in rural areas need to be established. 

•   The tourism sector’s contribution to the economic, social and environmental 
    future needs to be enhanced.

4.3 Developing Skills for New Enterprise 

Changes to agricultural policy resulting from Brexit will mean that many agricultural businesses 
will have to change, they may become more market-orientated, give more emphasis to the  
management of public goods or diversify. Many of these changes will require new or different 
skills to those currently held by businesses currently operating in rural areas. Investment in skills 
development across multiple generations will enable competitive businesses to establish and  
become the foundation to support future growth. 

The CLA recommends: 

•   Unincorporated rural businesses should not be discriminated against in the 
    tax system. 

•   Tax relief for investment in R&D should be extended to unincorporated 
    businesses. 

•   A diversified rural business should be treated as a single entity for 
    income tax. 
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4.4 IHT and Affordable Housing 

The recommendations made by both the Royal Institution of Chartered Surveyors2 and the Rural 
Housing Policy Review3 report – which called for changes to the tax system that currently are a 
disincentive to landowners to build and manage affordable housing – should be implemented. 
A 2017 CLA survey found that changes to inheritance tax could significantly increase the supply 
of rural affordable housing, with 55% of CLA members stating they would be more likely to 
build and manage homes for rent for local people if the value of the property was conditionally 
exempt from inheritance tax while it remained affordable. 

As rented property is considered an investment, the value of those properties will be included 
when calculating the value of the estate for inheritance tax purposes. Landowners are unlikely 
to want to increase the value of their estate by developing affordable housing if it is likely to     
increase their inheritance tax while generating only a marginal return on the investment.         
Conditionally exempting affordable rented homes from inheritance tax until such time as they 
cease to meet the criteria would therefore allow the property to remain as part of the estate    
indefinitely when there is a change in ownership due to death. This reform may also incentivise 
landowners to decide to let existing properties at affordable rents to gain the conditional            
exemption. 

In order to qualify for the conditional exemption, the existing or new affordable housing should 
be subject to a legal covenant, a section 106 agreement or a long-term leasehold structure. 
These will need to set out: the level of rent, rent review provisions; and how who can live in the 
housing is decided (which is often called nomination rights). 

The CLA recommends: 

•  Taxation incentives as well as government grants and loans to businesses 
    are needed to deliver the necessary upskilling in rural areas. 

The CLA recommends: 

•  Inheritance tax (IHT) should be changed to provide relief for new affordable 
    homes for rent.

2. How landed gentry could help solve the housing crisis, Financial Times, 2015  
3. Rural Housing Policy Review, 2015  

Tax measures are better at encouraging entrepreneurs’ behaviour whereas the awarding of 
grants needs to fit into the Government’s agenda. Both have their place in supporting businesses 
and the best approach could involve grants being made available to kick-start the work, followed 
by tax measures to drive momentum.
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SUMMARY OF RECOMMENDATIONS 

2. Place Shapers 

2.1    Balanced Growth 

        The CLA recommends: 

        •  Sustainable development must be delivered based upon equal application of 
            economic, environmental and social considerations. 

        •  Every local authority must have an up-to-date local plan and a properly resourced 
            planning department in order to deliver certainty for investors. 

2.2    A New Rural Settlement Policy 

        The CLA recommends: 

        •  Sustainability should be redefined to meet modern-day requirements. 

        •  Every settlement should have a Mandatory Housing Needs Assessment. 

        •  Cross-subsidy should be introduced on Entry Level Exception Sites in England. 

2.3    Rural Enterprise Plan 

        The CLA recommends: 

        •  Rural Enterprise Plans (REPs) should be introduced and the National Planning Policy 
            Framework (NPPF) in England and Planning Policy Wales (PPW) should be amended to 
            require local planning authorities to take REPs in account when determining planning 
            applications. 

2.4    Digital Infrastructure 

        The CLA recommends: 

        •  To be successful rural areas must be supported by a sound digital infrastructure. 

        •  Digital connectivity such as improved broadband and rural roaming, are essential to 
            help reshape the rural economy. 

        •  Government needs to promote an awareness campaign, to increase demand and 
            exploit the technology. 

2.5    Natural Capital 

        The CLA recommends: 

        •  The value of natural capital and the benefits it can and should deliver needs to be 
            recognised. 

        •  A step change in delivery of natural capital is needed through smarter regulation and 
            policy, payment for public goods and the stimulation of markets. 

2.6    Historic Environment 

        The CLA recommends: 

        •  The economic potential provided by the historic environment should be maximised 
            through positive conservation and use, improvements to the administrative process 
            and effective funding for non-viable heritage. 
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3.    Risk Takers 

3.1    Rural Charter 

        The CLA recommends: 

        •  A Rural Charter for England and Wales should be introduced. 

        •  The role of the Rural Ambassador should become a joint departmental position in the 
            Westminster Government between Defra the Department for Business, Energy & 
            Industrial Strategy (BEIS). 

3.2    Planning Changes 

        The CLA recommends: 

        •  Permission in Principle (PiP) for rural economic development should be introduced. 

        •  A new permitted development right for up to nine new-build, affordable dwellings on 
            rural exception sites should be introduced. 

        •  The scope of Class Q permitted development rights in England should be increased to 
            include roadside barns in designated areas. 

3.3    Restructuring of the Rural Economy 

        The CLA recommends: 

        •  Support for diversification within the rural economy is needed as the agricultural 
            industry restructures post-Brexit. This will include an effective structural programme 
            and co-ordinated delivery, resources targeted at skills and training and local industrial 
            strategies matched to the needs of local communities. 

3.4    Rural Economic Framework 

        The CLA recommends: 

        •  In England, Local Enterprise Partnerships (LEPs) should be required to prepare Rural 
            Economic Frameworks (REFs) to guide the focus of business funding and provide an 
            essential link between businesses, local communities, and the grant funding and 
            planning bodies. In Wales, the Welsh Government should produce REFs to achieve 
            the same outcome. These frameworks will enable the delivery of local solutions which 
            complement and steer the Local Industrial Strategies. 

        •  New administrative and accountability mechanisms should be created. 

3.5    Non-Domestic Rates 

        The CLA recommends: 

        •  The impact of non-domestic rates on small businesses needs to be reviewed by the 
            Government. 

        •  There should be a graduated introduction of rates for new businesses occupying new 
            premises. 

        •  The basis of assessment should change from a notional rental value of a property to a 
            proportionate system that reflects the economic realities of trading. 

        •  A periodic review process that ensures rates cannot increase disproportionately should 
            be introduced. 

        •  The appeals process should be made to work more effectively. 

  



4.    FUTURE PLANNERS 

4.1    Unincorporated Businesses 

        The CLA recommends: 

        •  Unincorporated rural businesses should not be discriminated against in the tax system. 

        •  Tax relief for investment in R&D should be extended to unincorporated businesses. 

        •  A diversified rural business should be treated as a single entity for income tax. 

4.2    Diversification 

        The CLA recommends: 

        •  Improved policies to help encourage diversification and offer good quality, well-paid 
            permanent jobs in rural areas need to be established. 

        •  The tourism sector’s contribution to the economic, social and environmental future 
            needs to be enhanced. 

4.3    Developing Skills for New Enterprise 

        The CLA recommends: 

        •  Taxation incentives as well as government grants and loans to businesses are needed 
            to deliver the necessary upskilling in rural areas. 

4.4    IHT and Affordable Housing 

        The CLA recommends: 

        •  Inheritance tax (IHT) should be changed to provide relief for new affordable homes 
            for rent. 
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