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Executive Summary 
 
1. Introduction 
 
1. The Limestone Country project area is of international importance for its 
biodiversity value.  In the past the biodiversity of this grassland area was maintained 
through mixed livestock farming systems, including traditional upland cattle.  
However, more recently there has been a move away from the use of hardy cattle to 
more specialised sheep enterprises and modern commercial cattle breeds.  The use of 
sheep has been particularly detrimental to grassland biodiversity.  The Limestone 
Country project aims to reintroduce mixed farming using hardy upland cattle breeds 
into these areas in order to restore this grassland habitat to a favourable condition, by 
providing incentives for farmers to switch some of their sheep to hardy cattle breeds. 
 
2. This research project commissioned by English Nature and Yorkshire Dales 
National Park Authority aimed to analyse the impact of the Limestone Country LIFE 
Project on the economic output of 15 farms in the project. 
 
2. Methodology 
 
3. The project gathered information from four sources: Farm accounts data from 
project farms; Yorkshire Farm Business Survey; a literature review; and Interviews 
with key experts. 
 
4. A proforma based on the Farm Business Survey (FBS) data collection forms was 
used to collect data from all 15 project farm accounts on land area, enterprise outputs, 
variable costs and fixed costs.  Three farm models based on farms in the project were 
produced to enable informative data analysis.   These models were used to estimate 
gross margins for each enterprise on the farm in order to identify individual enterprise 
performance and compare per head estimates.   
 
5. The three farms modelled were: 
 

• A 330 ha cattle and sheep hill farm, which has replaced some ewes with Blue 
Grey cattle. 

• A 204 ha cattle and sheep hill farm, which has replaced ewes with Welsh 
Black cattle. 

• A 323 ha sheep only hill farm, which has reduced sheep numbers and replaced 
them with Belted Galloway cattle 

 
6. Two scenarios were modelled for each farm to reflect different numbers of sheep 
and cattle and anticipated premium prices achieved for the hardy cattle.  Scenario 1 
reflected the actual number of hardy cattle introduced under the project and the 
associated reduction in sheep numbers.  Scenario 2 represented a doubling of the 
number of hardy cattle and a further reduction in sheep numbers.  The analysis 
compared each scenario with the baseline.  Each scenario also analysed the outcome 
of obtaining premium and average market prices for the beef products.    
 
7. The results of the enterprise gross margins achieved were fed into a partial budget 
analysis.   The partial budgets considered the capital invested in the new livestock and 
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depreciation and interest on any capital items required to accommodate the cattle, 
such as buildings and water supply and any additional grazing land or forage required 
to maintain stocking densities 
 
8. Further analysis used Net Farm Income (NFI) data for hill/upland farms obtained 
from Yorkshire FBS 2004/05 (2006) to compare the financial situation in the 
Limestone Country Project with the regional situation for hill/upland farms.  In 
addition, NFI data were obtained for other FBS hill farms in Wales and North West to 
provide a comparison at a national level.    
 
9. As drivers other than market prices might affect the economics of introducing 
hardy breeds to hill and upland farms, a review of the short to medium term policy 
implications for beef enterprises and hill and upland farms was undertaken.  This was 
achieved through a review of the literature and augmented with telephone interviews 
with key personnel.   
 
4. Results 
 
10. Analysis of the farm accounts for all farms in the project showed that on average 
for these upland farms around 60% to 80% of net gross margin is made up of 
subsidies and environmental grants, highlighting the importance of these subsidies 
and grants in contributing to the farm net gross margins.   
 
11. With all three farm models under all scenarios the substitution of sheep for hardy 
cattle had a positive impact on the farm gross margins.  The loss in sheep gross 
margin was compensated for by gains in the hardy cattle in the order of between 
£1,250 to £6,800 per farm.    
 
12. Using the Limestone Country project substitute ratio of 5 ewes to 1 hardy cattle, the 
hardy cattle made between £15 to £100 gross margin per head more than the sheep gross 
margins, when premium prices were achieved.  If only average hardy cattle prices were 
obtained the difference in gross margin per head were considerably less and in the case 
of one Farm Model was negative.  
 
13. Some farms in the project appear to have been able to achieve between 31-129 
p/kg dw for the hardy cattle over the main commodity price.  However, in the absence 
of premium prices, the prices obtained for hardy cattle are less than those for 
commercial breeds.    
 
14. Partial budgets which considered the capital invested in the new livestock and 
infrastructure, revealed that two of the three Farms Models showed a negative net 
change in income under all scenarios, when project payments were excluded.  The 
additional returns from introducing the hardy cattle did not compensate for the 
additional investment costs.  If the project payments were included in the partial 
budget then the net change became positive.  Some hill farms appear to require 
financial support in order to make the change to hardy breeds.  The Limestone 
Country project helps by assisting farmers with hardy cattle purchases and 
contributing to some of the infrastructure costs. 
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15. Comparison of the NFI data for the Model Farms and the hill/upland farms in the 
Yorkshire FBS revealed that the Model Farms are largely representative of similar hill 
farms in the region, performing only slightly above the FBS standard.  Also 
comparison of the economic returns for the average FBS livestock hill farms in 
Yorkshire, Wales and the North West region in England found that the farms in 
Yorkshire produced a higher output and NFI than the equivalent farm type in the 
North West.   The Yorkshire farms also have the highest fixed costs, which is largely 
attributable to high unpaid labour costs. 
 
5. Policy and market issues affecting hill and upland farming 
 
Policy drivers 
 
16. Consideration of the policy drivers affecting the economic viability of hardy cattle 
systems in the hills and uplands revealed that the 2003 reform of Pillar I and II of the 
Common Agricultural Policy (CAP), combined with broader socio-economic change, 
will have a significant impact on farm structure and management decisions. 
 
17. Beef farming in the hill and uplands is entering a period of uncertainty.  In recent 
years the costs of production have outweighed the market returns and this shortfall has 
been largely met by direct subsidies.  The reduction of the SP year on year combined 
with the transformation of the HFA, by 2010, into an upland element of the 
Environmental Stewardship Scheme only available in the SDA portion of the LFA, 
will eventually significantly reduce the ability of hill and upland farmers to subsidise 
their beef enterprises.  This will place greater emphasis on improving market 
conditions and cutting costs.     
 
Restructuring 
 
18. Literature predicting farm level restructuring in the hills expressed concern for the 
long term viability of family farms in the hills and uplands due to mounting social and 
economic pressures.  Many of the hill and upland farms will not be economically 
viable by 2012 if they remain the same and continue existing production patterns.  As 
a result of the 2003 CAP reform a number of studies have predicted that hill and 
upland farms are likely to restructure their agricultural enterprises by moving away 
from suckler cows to breeding ewes. 
 
Market conditions 
 
19. Market prices for beef production are predicted to improve over the medium to 
long term in response to an increase in demand and pressure on supply.  However, 
there are fears that the predicted price rises will be too slow in coming to prevent 
decisions to drop beef enterprises by many farmers in the light of economic 
conditions.  
 
20. Increasingly, farmers are looking to differentiate the market and add value to their 
production. Differentiation through quality and traceability is providing the focus for 
a growing number of farmers. Such high quality regional food initiatives have also 
been supported through the RES of the ERDP. However, these markets are currently 
relatively small and there is no guarantee of success.    
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21. Premium prices giving additional margins of 10-20 p/kg dw over the main 
commodity price will be unlikely to be sufficient to support viable businesses.   In 
order to achieve high premium prices farmers will need to develop niche markets, 
such as beef box schemes and selling from the farm gate. 
 
Cost of production 
 
22. Farmers wishing to continue with beef enterprises need to improve efficiency and 
cut costs, through for example, improving herd fertility or shortening the period of in 
wintering and reliance on feed.  However, future legislative changes may work to 
increase the costs of production.  Any potential increases in production costs could be 
partly offset by more extensive cattle management and the out-wintering of hardy 
cattle which have been shown to reduce on-farm variable costs.  
 
Environmental impacts   
 
23. The environmental impact of decoupling in the hills and uplands depends on the 
different restructuring responses of farmers.  Significant reductions in suckler cow 
numbers and expansion of high performance sheep enterprises is likely to present 
problems in delivering appropriate grazing regimes on sensitive habitats, such as the 
Limestone Country project area, especially where labour input is reduced.  It is likely 
that the long-term trend of farm enlargement in the LFAs will….?.  If farmers in the 
uplands respond to decoupling by reducing livestock numbers this should result in 
some environmental improvements, particularly where there is less incentive to keep 
stock beyond the ecological carrying capacity of the land. However, stock reduction 
could also exacerbate problems of undergrazing. 
 
6. Discussion and Recommendations  
 
24. The three Farm Models analysed vary in terms of size and enterprise mix.  
Nevertheless, the results have shown that under current market and policy conditions 
it is possible to maintain or even increase farm gross margins by switching from sheep 
to hardy cattle production, but only if premium prices are achieved for the cattle and 
financial support provided for any initial livestock purchases and infrastructure costs. 
 
25. Good premium prices were achieved by one project farm marketing the beef 
through a box scheme.  This farm was able to recover the costs of its low-input hardy 
beef system by using the products of the system as a marketing tool for farm products.  
Good environmental management can enable the promotion of local or farm brands 
with a high quality environmental image, thereby attracting a premium price. 
 
26. There appears to be a growing market for quality beef.  Hardy cattle products are 
valued for the taste and structure of the meat obtained through extensive production and 
the meat processing.  Extrinsic qualities are also important for consumers, such as the 
link to the environment in which it is produced, assurance of traceability and high 
welfare standards.  However, many consumers still need to be convinced that the 
product is superior to a conventional high-input product.  There is also evidence that 
farmers are concerned that whilst premium prices might be achieved in the short term, 
over a long period the market might become oversubscribed. 
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27. Farmers are also concerned about being able to market hardy cattle breeds in 
sufficient numbers to create suitable outlets.  Marketing extensively reared hardy beef 
breeds needs organisations and some groups have failed due to inconsistencies in the 
supply chain. It appears that consistency of quality is crucial.  
 
28. The future profitability of any hardy beef production in the uplands will depend on 
making increases in efficiency and cost savings.  One way of reducing these costs is 
by out-wintering the hardy cattle.  As well as reducing fixed costs, savings are made 
in bedding and supplementary feed costs and out-wintered cows tend to be fitter and 
have fewer calving problems.   However, this is only an option when there is shelter 
available, and damage to soils and run-off through poaching is minimised 
 
29. Whilst production systems with hardy cattle can remain profitable under present 
policy and market conditions, a large proportion of this farm income is based on SP, 
which is set to decrease.  Also market forces over the short, medium and long term are 
on their own unlikely to create favourable conditions for the widespread adoption of 
hardy beef systems in the hills and uplands.   Consequently, difficulties could arise in 
obtaining appropriate management to achieve favourable conservation status of 
Natura 2000 and the favourable condition of Sites of Special Scientific Interest 
(SSSI).  This situation suggests a need for some form of support from society either 
by contributing in direct subsidy through Pillar II of CAP and/or buying even higher 
value priced products 
 
30. If the positive environmental impact of hardy breeds is proven in the Limestone 
Country project, then grazing systems with hardy breeds in areas like this would be a 
suitable objective goal for agri-environment schemes and CAP Pillar II funding.  
There are likely to be such opportunities as part of the soon to be implemented Rural 
Development Plan for England.  An appropriate package would support grazing 
systems with tailored agri-environment management plans based on site conditions 
and sward structure.  This package would also help farmers to plan and develop linked 
marketing strategies to capture a higher return from a differentiated product, on the 
basis of biodiversity benefits.     
 
Recommendations 
 

• Undertake further economic analysis of project farms at the end of their 
agreements.  This type of farm level data will provide valuable information on 
the financial performance of hardy cattle breeds. 

 
• Further scientific research is required into the different environmental benefits 

of using hardy, commercial and cross-breeds.  Current information is often 
unclear.   

 
• More research is required to show the management benefits of hardy cattle 

compared to commercial breeds.  Farmers often refer to the advantages of the 
hardy breeds’ good characteristics in terms of ease of handling and 
management and good mothers with few calving problems.  However, many 
of these characteristics are anecdotal and actual quantification of these various 
breed effects is rare.   
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1. Introduction 
 
This research project forms one of a suite of projects under the Yorkshire Dales 
Limestone Country project undertaken by external consultants for the EU LIFE five 
year programme focusing on the grazing management of the Ingleborough and Craven 
Limestone Complex situated in the Yorkshire Dales National Park.   
 
1.1 Project Background 
 
The Limestone Country project area is of international importance for its biodiversity 
value.  The area is characterised by dramatic outcrops of bare limestone rock 
(pavements) interspersed with grasslands. The soils overlying the limestone rock, 
which are usually very thin and of low fertility, in combination with consistent 
grazing result in a wildflower-rich grasslands that is unique to the Limestone Country 
of the Dales.   
 
In the past, this grassland area was maintained through mixed livestock farming 
systems. Traditional upland cattle in particular are the most suitable grazing stock for 
creating and maintaining the mosaics of habitats in the areas.  They are hardy, require 
lower nutrient inputs and are reportedly better able to utilise poor quality herbage.  As 
such they will more readily graze areas of rank less palatable grassland.   However, 
over the last 40 years there has been an increasing move away from the use of hardy 
cattle, to more specialised sheep enterprises and modern commercial cattle breeds.  
The use of sheep has been particularly detrimental to grassland biodiversity as they 
are highly selective grazers and search for and select the most palatable plant species.  
Production support incentives have also contributed towards an intensification of land 
management and an increase in stock numbers. These changes in breed, along with 
increases in stocking numbers have had a detrimental impact on the conservation 
status of these international important sites, reducing the frequency of many of the 
characteristic herbaceous plants.  In addition, a general shift from sheep to cattle 
grazing has been shown to encourage shrub regeneration on pavement areas and also 
to encourage the re-development of scrub-tall herb transition zones which harbour 
many of the rarer plant species.  The project aims to reintroduce mixed farming using 
hardy upland cattle breeds into these areas in order to restore this grassland habitat to 
a favourable condition.  
 
To support its aims the project needs to ensure that the mixed livestock management 
systems introduced are economically as well as ecologically sustainable.  Recent years 
have seen a growing interest in the use of grazing with non-commercial livestock on 
conservation sites that are high in biodiversity outputs, but usually low in agricultural 
value.  A number of local grazing schemes are in operation which purchase and 
manage stock to deliver grazing on sites that are unattractive to commercial livestock 
owners (Grayson, 2005).   However, to obtain sustained biodiversity benefits the most 
practical solution is to use existing commercial farmers to deliver targeted grazing 
systems that are economically sustainable.  Few of the grazing systems used on 
conservation sites provide models for achieving biodiversity outcomes as they are 
uneconomical options on commercial farms, even with subsidies or grants (Bignal & 
McCracken, 1996).  One of the aims of the Limestone Country Project is to improve 
the conservation status of the Ingleborough and Craven Limestone Complex Special 

Deleted: biodiversity 
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Areas of Conservation (SACs) through the introduction of biodiversity targeted 
farming systems that are economically viable.    
 
1.2 Aims and Objectives 
 
This research project commissioned by English Nature and Yorkshire Dales National 
Park Authority aimed to analyse the impact of the Limestone Country LIFE Project on 
the economic output of farms.   This was achieved by: 
 

• Constructing partial-budget models to describe current costs and revenue 
levels; 

• Carrying out basic economic analysis to assess the impact of the farm 
changes on the farm revenues; 

• Collating information from the Yorkshire Farm Business Survey covering 
typical local farms; 

• Analysing the individual farm data in the context of the wider Yorkshire 
and national farming scene. 

 
The project addressed these objectives by gathering information from four sources:  
 

• Farm accounts data from project farms; 
• Yorkshire Farm Business Survey; 
• Literature review; 
• Interviews with key experts. 

 
 
1.3 Report Structure 
 
Chapter 2 of the report describes the methodology employed in the research, including 
data collection and analysis.  In Chapter 3 the project area and the characteristics of 
the farms modelled are described in greater detail.  Results of the data collection and 
analysis are presented in Chapter 4.  Firstly, the net farm incomes for each Farm 
Model are presented, followed by changes in gross margins under different scenarios 
and the production of partial budgets, including capital investments.   Chapter 5 
provides a detailed review of policy and market changes that might impact on upland 
beef farming in the medium to long term.  Finally, Chapter 6 discusses the main issues 
arising from the economic modelling and policy analysis and offers some 
recommendations.
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2. Methodology 
 
The methodology was devised to meet each of the research objectives outlined above. 
The tasks undertaken were as follows: 
 

• Data collection; 
• Data Analysis; 
• Literature review; 
• Telephone interviews with key personnel. 

 
2.1 Data Collection 
 
A proforma was designed to collect data on land area, enterprise outputs, variable 
costs and fixed costs.  The proforma was based on Farm Business Survey (FBS) data 
collection forms, which have been reliably used for many years to collect data from 
farm accounts.  The FBS provides information on the financial position and physical 
and economic performance of farm businesses in England (for more details see - 
http://statistics.defra.gov.uk/esg/asd/fbs/default.htm). 
  
Training of Limestone Country project staff in farm accounts data collection was 
undertaken in the first year in order that they could visit the farmers on a one-to-one 
basis to collect the required data from their farm accounts.    
 
As well as collecting data for the years the farmers were in the project, accounts data 
were, where possible, collected for several years prior to joining the scheme in order 
to help produce baseline figures for the farm.  The 2001/02 accounts were excluded 
from the analysis due to anomalies resulting from the outbreak of the Foot and Mouth 
Disease during this period.   
 
Data were collected from the farm accounts on: land area and cover, sales and 
purchases for cattle and sheep enterprises, other farm income, including 
environmental grants and Single Payment, fodder costs, and variable (feed, vet and 
medicine) and fixed costs (labour, machinery, repairs, rents and rates). Information 
was also collated on project payments received by each farm for both cattle purchases 
and annual management payments.  Some farms also received additional payments for 
capital items, such as handling pens and water supply, which were also recorded and 
incorporated into the analysis. 
 
Some difficulties were experienced in the data collection exercise.   Delays in farmers 
entering the Limestone Country Project were experienced throughout the four years of 
the project, which meant data collection did not coincide with the original timetable.   
Difficulties were also experienced in arranging visits with a number of farmers, 
despite data collection being a part of their agreement.  These difficulties were 
experienced by the Project Officer who initially had responsibility for data collection 
and who subsequently handed over this task to the Askham Bryan team.  This caused 
some further setbacks to the original data collection timetable. 
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2.2 Data Analysis 
 
The data collated from farm accounts were entered into an Excel spreadsheet.    
Analysis of the financial performance of each livestock enterprise followed a common 
format.  Farm budgets were compiled for each year identifying enterprise and farm 
outputs, variable costs, gross margins, fixed costs, and net farm incomes.  The 
approach used is that adopted by the Farm Business Survey. 
 
Preliminary analysis of the data revealed that sales prices for the cattle were not yet 
showing in the farm accounts, partly reflecting the short timescale of the project and 
the time taken for livestock to be ready for markets.   Sales price is one of the main 
variables that will affect the income impact of introducing hardy cattle.  Also it 
appeared that the Limestone cattle enterprises were often a very minor part of the 
overall farm business (amounting to on average around 20 cattle) resulting in only a 
small impact on total net farm incomes.   These factors meant that it was not possible 
to directly compare net farm incomes before and after farmers had joined the scheme 
in any meaningful way, as originally intended.   However, having collated the data 
and designed the spreadsheets, it will be a simple task to undertake this analysis at a 
future date when the hardy beef enterprises are more established and marketing 
programmes are fully up and running. 
 
An alternative approach to the data analysis was agreed with the Project Steering 
Group.  Three Farm Models representing existing farm systems in the project were 
produced to enable informative data analysis.  The use of farm models enabled the 
manipulation of sales prices and cattle numbers, helping to identify their impact on 
the financial performance of the farm.  As no sales figures were available for these 
farms, the analysis was based on information received from the farmers on their 
intentions for the output and anticipated sales weights and prices. 
 
The three Farm Models are based on actual farms in the project.   These Farm Models 
were selected as they are thought to offer good representation of the farm types that 
can be found in the Limestone Country Project.  They describe the pre-project 
(baseline) cost and revenue levels, representing the market and policy conditions 
before the farmers entered the scheme.  They also contain information on grazing 
livestock units, output (livestock weight, value of product); inputs (concentrates, 
veterinary and medicines, forage costs); and labour and machinery costs required to 
maintain grazing systems.  The models were developed using Excel spreadsheets 
making them relatively transparent and easy to manipulate.  The 05/06 Single 
Payment figure was used in place of headage payments.  This ensured that any 
economic differences in output identified in the analysis resulted from changes in the 
livestock enterprises rather than subsidy changes.    
 
The Farm Models were used to estimate gross margins for each enterprise on the 
farm.  This enabled identification of individual enterprise performance and 
comparison of per head estimates.  The results of the enterprise gross margins 
achieved were fed into a partial budget analysis.    
 
A partial budget is a useful method of evaluating the profitability or otherwise in 
making a management change on the farm, where changes do not have a major effect 
on the overhead resources or the overall structure of the farm.   The method is based 
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on the balance of credits and debits likely to result from the proposed change. It 
isolates and includes only those items which are involved in the proposed change.    
Capital amounts invested are not included, but the annual repayments that would be 
incurred if money was borrowed to purchase a capital item are included.  Investment 
in buildings, drainage, water supply or machinery which might be made to accomplish 
the change will attract interest and depreciation charges.  Buildings and other long-
term items, such as water supplies, are written off over ten years, which implies a flat 
charge of 10% per annum.  As cattle herds and sheep flock replacement costs are 
incorporated into the gross margin a breeding livestock enterprise maintains a 
constant age and therefore constant value during its lifetime, so no depreciation 
charges apply.  Interest for the livestock is based on the total initial investment.  The 
partial budget does not consider the demand on overhead resources of land, labour 
and capital for which other enterprises may be competing. 
 
Scenarios 

 
Under each Farm Model two scenarios were modelled.   The baseline for the 
construction of the modelling exercise was based on the farm accounts for the year 
prior to joining the project.   Scenario 1 reflects the actual number of hardy cattle 
introduced under the project and the associated reduction in sheep numbers.  As the 
number of hardy cattle introduced under the project was relatively small compared to 
other enterprises on the farm, Scenario 2 represents a doubling of the number of hardy 
cattle and a further reduction in sheep numbers.     
 
The market price achieved for the hardy beef products will have a large impact on 
gross margins.  Research suggests that in some circumstances the cost of using hardy 
breeds may be offset by the ability to command a premium price for products (Rosa & 
Mancini, 1997; Kuit & Van de Meulen, 1999) as consumers perceive that they are of 
superior quality.   Consequently, each scenario also analysed the outcome of obtaining 
premium and average market prices for the beef products.    
 
The data were manipulated in the Farm Models to reflect each scenario. The baseline 
models were adjusted to reflect anticipated premium prices achieved for cattle and 
different numbers in sheep and cattle.    The assumption is made throughout the 
analysis that the extent of the enterprise changes will not require changes in farm 
labour and machinery input, and therefore, the fixed costs will remain constant. 
 
2.3 Comparison with regional and national situations 
 
Net farm income (NFI) data for hill/upland farms were obtained from the Yorkshire 
Farm Business Survey 2004/05 (2006) in order to compare the financial situation in 
the Limestone Country Project with the regional situation for hill/upland farms.   In 
addition, NFI data were obtained from other Farm Business Surveys for hill farms in 
Wales and North West to provide a comparison at a national level.    
 
 
2.4 Policy and market situation for hill and upland farms 
 
There are drivers other than market prices that might affect the economics of 
introducing hardy breeds to hill and upland farms.  European and national agricultural 
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and rural development policies will impact on hill and upland farms in the near to 
medium future and part of the research was to review the short to medium term policy 
implications for beef enterprises and hill and upland farms.  This was achieved 
through a review of the literature and augmented with telephone interviews with key 
personnel, who included the National Beef Association and the Rural Development 
Service, Natural England. 
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3. Limestone Country Farms 
 
3.1 Description of Project Area 
 
In total fifteen farms joined the project between 2002 and 2005.   These farms are all 
located within the Limestone Country Project area.   The Limestone Country is 
located in the uplands areas of the Ingleborough and Craven Limestone Complex in 
the south of the Yorkshire Dales National Park (see Figures 3.1 and 3.2). 
 
The project area is characterised by semi-natural grassland habitats and is dominated 
by hill and upland farms operating extensive sheep and cattle rearing enterprises, with 
dairy farming important on the lower ground.   High hills and dales occupy much of 
the project area and this produces a relatively harsh physical environment for 
agriculture.   Most of the land is classified by Department of Environment, Food and 
Rural Affairs (Defra) as poor or very poor, in terms of agricultural quality. 
 
The project area is comprised of hill and upland farms.  Under the Defra farm type 
classification they are defined as LFA Grazing Livestock.  These are holdings on 
which cattle, sheep and other grazing livestock account for more than two thirds of 
their total standard gross margin except holdings classified as dairy. A holding is 
classified as a Less Favoured Area (LFA) holding if 50 per cent or more of its total 
area is in the LFA. Of holdings classified as LFA, those whose LFA land is wholly or 
mainly (50 per cent or more) in the Severely Disadvantaged Area (SDA) are classified 
as SDA; those whose LFA land is wholly or mainly (more than 50 per cent) in the 
Disadvantaged Area (DA) are classified as DA (Defra, 2004b). 
 
 
3.2 Summary of farms in the project 
 
Table 3.1 provides summary baseline data for each of the fifteen farms involved in the 
project.  It highlights the large variation in farm sizes and stocking density of the 
project farms.  The average farm size for farms in the project is 357 ha, ranging from 
199 ha to 1,105 ha.  The dominant farming system is suckler cows and sheep (54% of 
the total).  Four of the farms operate dairy herds with sheep, whilst two are sheep only 
enterprises and one cattle and sheep fattening enterprise. 
 
The farm stocking densities range from 0.05 LU per adjusted forage hectare to 1.60 
LU per hectares.  Farm 5 has an exceptionally low stocking rate because it is still 
restocking following a Foot and Mouth disease cull.   It is worth noting that two of the 
three farm models have stocking densities above the average of 0.56 LU per adjusted 
forage hectares for the fifteen project farms 
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Figure 3.1 Ingleborough Complex 
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Figure 3.2 Craven Limestone Complex 
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Table 3.1  Project farms summary data 
 
Farm 
Number 

Total 
area 

Permanent 
grassland 

Rough 
grazing 

Farming system LU/adjusted  
forage ha 

1 359 136 222 52 suckler cows                           
800 ewes                              

0.21 

2 473 221 251 350 ewes 0.22 
3 282 150 178 10 suckler cows                        

52 ewes                                                                             
1.60 

4 1,105 205 900 45 suckler cows                       
1,105 ewes 

0.69 

5 253 253 0 55 calves for 
fattening                       
25 lambs for fattening 

0.05 

6 430 230 140 sheep                                            
dairy herd 

No data 

7 No data 
8 307 306 0 500 ewes                                   

dairy herd 
0.40 

9 323 27 295 390 ewes 0.83 
10 330 150 178 28 suckler cows                      

500 ewes                                  
0.42 

11 280 279 0 142 suckler cows                    
305 ewes                                             

0.58 

12 204 47 148 30 suckler cows                       
455 ewes                                    

0.93 

13 307 306  500 ewes                                
dairy herd 

0.40 

14 No data 
15 199 90 109 400 ewes                               

dairy herd 
0.35 

 
 
3.3 Farm Models 
 
The farm accounts for three of the fifteen project farms were analysed in more detail.  
The farms selected are thought to offer good representation of the farm enterprises 
operating in the Limestone Country Project: 
 

• A 330 ha cattle and sheep hill farm, which has replaced some ewes with Blue 
Grey cattle. 

• A 204 ha cattle and sheep hill farm, which has replaced ewes with Welsh 
Black cattle. 

• A 323 ha sheep only hill farm, which has reduced sheep numbers and replaced 
them with Belted Galloway cattle. 
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3.3.1 Farm Model 1 – cattle and sheep hill farm 
 
Farm Model 1 is a 330 ha tenanted cattle and sheep farm comprised of 178 ha of 
rough grazing, including moor/common land and 150 ha of permanent grassland.   
The farm supports a pure bred Swaledale flock of 510 ewes, with a lambing 
percentage of around 129, and 27 Limousin suckler cows producing around 20 calves 
per year.   In 2005, 15 Blue Grey heifers were introduced under the project, replacing 
75 ewes.  Eleven of these were aged between 1-2 years and the remaining four were 
under 1 year.  The baseline financial data for this farm is presented in Table 3.2.  The 
farm’s net farm incomes from 1999/00 to 2005/06 are shown in Appendix 1. 
 
Table 3.2 Farm Model 1 Enterprise and Farm Gross Margins 
  No of  Rate       No of  Rate   
 livestock (£/hd) (£)    livestock (£/hd) (£) 
Sheep       Cattle    
Opening value   38537  Opening value   19,775 
Sales:      Sales:    
Lambs - finished 283 49 13,770  Fat cattle 4 671 2,683 
Rams 18 633 11,392  1-2 years 6 461 2,766 
Ewes & shearling >1 142 70 9,897  Cows 1 148 148 
Ewe hoggs 145 48 7,001  Purchases:    
Wool sales 540 0.48 259  Cows 1 350 350 
Purchases:      Bulls 1 1,260 1,260 
Rams 3 3390 10,170  Closing value   22,790 
Closing value   54,201      
          

Sheep Output   47,813  Cattle output   7,002 
          

Sheep Variable Costs      Cattle Variable Costs    
Concentrate Feed 510 23 11,832  Concentrate Feed 27 54 1,458 
Agistment/Rented Keep 510 4 2,111  Agistment/Rented Keep 27 0 0 
Vet and Medicines 510 4 2,122  Vet and Medicines 27 5 135 
Other Livestock Costs 510 6 3,121  Other Livestock Costs 27 68 1,836 
Total variable costs   19,186  Total variable costs   3,429 
          

Enterprise gross margin     28,627  Enterprise gross margin     3,573 
    

Crop Variable costs    
Seed   0 
Fertiliser   777 
Sprays   118 
Other crop costs   37 
Total crop variable costs   932 
    

Other payments    
Single Farm Payment   19,161 
HFA   6,136 
CSS   3,341 
WES   10,039 
Miscellaneous output   100 
Total other    38,777 
    

Farm Gross Margin     70,045 
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Ewes in the sheep flock are bred pure to produce flock replacements and ewe lambs 
for sale along with finished lambs and some store lambs.  The annual replacement rate 
is approximately 25%.  The suckler herd cows are autumn and spring calving.  They 
are housed over-winter and fed concentrates.   The annual replacement rate is about 
15%.  One bull is kept on the farm all the year round.   The farm uses home-grown 
hay and silage.  Some additional winter silage is also purchased for the cattle and 
around 5 ha of agistment taken for the sheep.  The average annual stocking rate is 
0.42 LU per adjusted forage ha.   
 
Limestone grassland and pavement on the farm are located on Malham Moor and are 
Sites of Special Scientific Interest (SSSI) and are proposed as Special Areas of 
Conservation (SAC) under the European Habitats Directive.  The farm has been under 
agri–environment schemes, such as Countryside Stewardship Scheme (CSS) & 
Wildlife Enhancement Scheme (WES) for the last 10 years.  Figure 3.3 provides 
ecological data for this farm. 
 
Farm Model 1 introduced 15 Blue Grey cows under the project.   These cows are 
usually produced from Galloway cows crossed with Whitebred Shorthorn bulls.   
They are considered an extremely versatile cow with good mothering and fleshing 
qualities which produce quality calves when crossed by any of the continental bulls.  
They provide a low cost hill suckler unit which is easily managed, and able to 
withstand harsh winters and utilise poor grazing efficiently.  The Blue Grey cow is 
able to suckle their calves on moderately poor grazing and still produce calves which 
will satisfy the requirements of the market for quality meat.  They also have a long 
productive lifespan with 12-13 calves being quite normal and calve relatively trouble 
free and are very reliable milkers.  A comprehensive review of the reproductive 
performance of Blue Grey cows undertaken by Osoro and Wright (1992) found that 
the Blue Grey cow tends to be fatter at calving and has higher reproductive 
performance and a more compact calving interval. Since it tends to be fatter at 
calving, it requires less expensive winter feeding. It also loses less weight during 
lactation and therefore requires less autumn feeding to return it to condition fit for 
calving. It is also able to sustain its higher reproductive rate to an older age thus 
leading to a much lower replacement cost than a Hereford x Friesian cow.  The 
weaning weights of the calves are, however, lower than for genotypes with higher 
milk yield potential.      
 
The intention is to finish the Blue Grey steers on the farm at around 24 months at 250 
kg dw and to sell to local butchers and to sell heifers at around 22 months for 
breeding.    
The scenarios modelled for this farm are: 
 
Scenario 1 

• 1a - 15 Blue Grey cattle replacing 75 ewes replacing - premium prices 
achieved for beef; 

• 1b - 15 Blue Grey cattle replacing 75 ewes replacing - average prices achieved 
for beef. 

 
Scenario 2 

• 2a - 30 Blue Grey cattle replacing 150 ewes - premium prices;   
• 2b – 30 Blue Grey cattle replacing 150 ewes – average prices. 
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Figure 3.3 Ecological data for Farm Model 1 
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3.3.2 Farm model 2 – cattle and sheep hill farm 
 
This is a 204 ha tenanted cattle and sheep hill farm that has slowly intensified since 
2001.  It ranges from valley bottom hay meadows at 60 m above sea level, up steep 
valley sides to rough limestone pastures on the tops at 365 m above sea level.   The 
land is divided up into 148 ha (76% of total area) of rough grazing and 47 ha (24%) of 
permanent grassland.   The beef herd and sheep flock is comprised of 31 suckler cows 
and 480 ewes. There is also a calf rearing enterprise on the farm, with some additional 
calves bought in.  In 2005, 18 Welsh Black cattle and 7 calves were introduced under 
the scheme, replacing 120 ewes.    
 
The farm suckler herd is comprised of 31 Belgian Blue cows crossed with Limousin.   
The ewes in the sheep flock are Lleyn bred pure to produce flock replacements and 
ewe lambs for sales along with store and some finished lamb.  The annual 
replacement rate is approximately 20% and the lambing percentage is around 99.   
The farm uses home-grown hay and silage.  Some additional roots are purchased for 
sheep in winter and some agistment taken.  There are a total of 99 grazing livestock 
units giving an overall stocking rate of 0.93 LU per adjusted forage ha.   
 
Details of this farm’s baseline enterprise gross margins and total farm gross margin 
are provided in Table 3.3.  The farm’s net farm incomes from 2001/02 to 2005/06 are 
presented in Appendix 1.   
 
Some areas on the farm are designated Sites of Special Scientific Interest (SSSI) and 
Special Areas of Conservation, Craven Limestone Complex (SAC) under the 
European Habitats Directive. The majority of the farm holding has been in agri–
environment schemes, such as Environmentally Sensitive Agreement (ESA) & 
Wildlife Enhancement Scheme (WES) since 1992.  Some agreements were renewed 
in 2002 but there will be an option to renew the whole farm holding into 
Environmental Stewardship, Entry Level Scheme & Higher Level Scheme options 
when the existing ESA agreement expires in 2007.  Figures 3.4, 3.5 and 3.6 present 
ecological data for this farm. 
 
Farm Model 2 has introduced 25 Welsh Black cattle under the project.  The Welsh 
Black is an average sized cow that is able to thrive on marginal and upland areas in 
harsh weather with little shelter.  It is known for its good foraging and browsing habit, 
coupled with hardiness, ease of calving, and mothering ability.  It will outwinter with 
little or no supplementary feed.  Recently it is making a comeback as a well-flavoured 
British beef breed.   

The Welsh black heifers and calves on this farm were bought from pedigree herds in 
Wales.  The intention is that they graze the limestone pastures throughout the year, 
only coming down during the winter to calve.   All the summer cattle will be finished 
off grass and winter cattle will be supplemented with a beef mix.   The intention is to 
sell the finished steers at around 25 months old with carcass weights of between 
320kg to 350kg.   The beef products will be sold through a box scheme and cattle for 
the box scheme will be slaughtered, hung for three weeks, and cut and vacuum packed 
for around £235.  The anticipated meat yield is between 180kg and 200kg and the 
retail value is between £1,100 and £1,200 per carcass compared with a value of 
around £700 for a Limousin cross finished steer.  
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Table 3.3  Farm Model 2 Enterprise and Farm gross margins 
 
  No of  Rate      No of  Rate   
  livestock (£/hd) (£)    livestock (£/hd) (£) 
Sheep     Cattle    
Opening value   17990 Opening value:   27930
Sales:     Sales    
Lambs - finished 132 39 5,203 Fat cattle 17 488 8,293
Lambs - stores 139 31 4,266 Cast cows 2 388 775
Rams 13 206 2,675 1-2 years 51 348 17,752
Ewes & shearling >1 34 124 4,200 Purchases    
Ewe hoggs 99 59 5,856 Cows 3 425 1,276
Wool sales 488 1.56 761 Heifers in calf 2 321 641
Purchases:     1-2 years 8 328 2,620
Rams 1 1,050 1,050 Under 1 year 11 384 4,228
Closing value   22,320 Closing value:   24,325
         
Sheep Output   21,912 Cattle output   14,450
         
Variable Costs- sheep     Variable Costs cattle    
Concentrate Feed 480 6 2,873 Concentrate Feed 31 180 5,490
Agistment/Rented Keep 480 2 936 Vet and Medicines 31 19 580
Vet and Medicines 480 4 1,789 Other Livestock Costs 31 41 1,251
Other Livestock Costs 480 2 992 Total variable costs   7,320
Total variable costs   6,590     
         
Enterprise gross margin     15,322  Enterprise gross margin     7,130
Forage variable costs         
Seed   0     
Fertiliser   552     
Spray   0     
Other crop costs   0     
Total forage variable costs   552     
Other payments         
Single Farm Payment   22,196     
SDA   2,106     
Moor/Common   1,835     
ESA   5,652     
Miscellaneous income   5     
Total other income   31,794     
         
Farm gross margin     53,693         

 
The scenarios modelled for this farm are: 
 

Scenario 1 
 

• 1a – 25 Welsh black cattle replacing 120 ewes - premium prices; 
• 1b – 25 Welsh black cattle replacing 120 ewes - average prices. 

 
Scenario 2 

• 2a – 50 Welsh black cattle replacing 240 ewes - premium prices;  
• 2b – 50 Welsh black cattle replacing 240 ewes - average prices. 
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Figure 3.4 Ecological data for Farm Model 2 
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Figure 3.5 Ecological data for Farm Model 2 
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Figure 3.6 Ecological data for Farm Model 2 
 
 



 28 

3.3.3 Sheep only hill farm 
 
This is a 323 sheep farm of which 295 ha (92% of total) is rough grazing, including 
moor/common land and 27 ha (8%) is permanent grassland, running from 250 m to 
550 m above sea level.  The farm supports a flock of 390 ewes.  In 2004, 20 Belted 
Galloway cows were purchased under the scheme, replacing 100 ewes. 
 
The farm operates a sheep only enterprise supporting a flock of Swaledale ewes with 
a lambing % of 112. Around 20% of the ewe flock is culled every year and pure bred 
replacements are home reared.  As the flock is self maintained about 60% of the 
lambs are sold each year.  Some winter silage is purchased for the sheep in winter.  
There are a total of 50 grazing LU giving an overall stocking rate of 0.83 LU per 
adjusted forage ha.   
 
Details of the sheep enterprise gross margin for this farm and the total farm gross 
margin are provided in Table 3.4.  The farm’s net farm incomes from 2001/02 to 
2005/06 are presented in Appendix 1 
 
Some of the limestone grassland and pavement on the farm are Sites of Special 
Scientific Interest (SSSI) and Special Areas of Conservation (SAC) under the 
European Habitats Directive.  The majority of the farm holding has been in agri–
environment schemes, such as Countryside Stewardship Scheme (CSS) and Wildlife 
Enhancement Scheme (WES) for the last 10 years.  The Countryside Stewardship 
Scheme agreement was renewed in 2002, and will continue for another 10 years.  
Figures 3.7, 3.8 and 3.9 show ecological data for this farm. 
 
Farm Model 3 has introduced 20 Belted Galloway cattle under the project which were 
purchased from breeders in Cumbria and Scotland.  The Belted Galloway is a hardy 
breed which is adaptable to a wide range of habitats and environmental conditions. It 
fares well on a range of coarse grasses even during the winter and it is tolerant of wet 
and cold weather with a long wavy overcoat that sheds rain.  
 
The farmer’s intention is to breed the Belted Galloways pure, registering the calves 
and selling the surplus females as breeding cattle at around 18 months.   The males 
will then be finished off the farm and sold to a local butcher at 27 months.   The cattle 
will graze areas which are some distance from the farmstead and will be outwintered 
having access to shelter with straw bedding during severe weather.  During the winter 
they will only require additional hay where there is snow on the ground.   This ability 
to out-winter reduces the unit cost considerably. 
 
The scenarios modelled for this farm are: 
 
Scenario 1 

• 1a - 20 Belted Galloway cattle replacing 100 ewes - premium prices achieved; 
• 1b - 20 Belted Galloway cattle replacing 100 ewes - average prices achieved.  

 
Scenario 2 

• 2a – 40 Belted Galloway cattle replacing 200 ewes - premium prices;   
• 2b – 40 Belted Galloway cattle replacing 200 ewes - average prices.  
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Table 3.4  Farm Model 3 Enterprise and Farm gross margins 
  No of  Rate   
 livestock (£/hd) (£) 
Sheep       
Opening value   18,055
Sales:    
Lambs - stores 233 31 7,335
Rams 13 556 7,226
Ewes & shearling >1 76 87 6,581
Ewe hoggs 91 74 6,748
Wool sales 436 0 140
Purchases:    
Ewe hoggs 90 31 2,748
Closing value   24,710
    
Sheep Output   31,936
    
Sheep Variable Costs    
Concentrate Feed 390 24 9,360
Vet and Medicines 390 9 3,315
Other Livestock Costs 390 8 3,120
Total variable costs   15,795
    
Enterprise gross margin   16,141
    
Crop Variable costs    
Seed   100
Fertiliser   200
Spray   16
Total crop variable costs   316
    
Other payments    
Single Farm Payment   19,303
HFA   4,329
ESA   789
WES   8,870
Miscellaneous Environmental Grant   3,190
Miscellaneous output   25
Total other    36,506
    
Farm Gross Margin   52,332
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Figure 3.7 Ecological data for Farm Model 3 
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Figure 3.8 Ecological data for Farm Model 3 
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Figure 3.9 Ecological data for Farm Model 3 
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3.4 Project Requirements 
 
Farms wishing to join the Project must have entered their land into a suitable land 
management scheme (Environmentally Sensitive Area (ESA), Countryside 
Stewardship (CSS) and Wildlife Enhancement Scheme (WES)) prior to an application 
being made to the Limestone Country Project. The stocking levels and other land 
management operations (for example prohibition of fertiliser, limitations on 
supplementary feeding etc) agreed within these underpinning land management 
schemes provide the basic framework of the land management.  
 
As a requirement of entry into the Project, a whole farm plan is produced for the 
agricultural land holding. This whole farm plan is produced using information from 
the baseline farm survey being carried out on the land holding and covers all aspects 
of current land management, existing agreements, wildlife features etc. 
 
The Limestone Country Project aims to enhance the European nature conservation 
interest features of the Project area (Special Areas of Conservation) by re-introducing 
suitable hardy upland cattle breeds. This management, which is additional to that 
covered by the land management schemes (ESA, CSS, WES), is supported through 
the Project by means of a “Limestone Country” Wildlife Enhancement Scheme 
agreement.  The management plan included within these agreements outlines the 
appropriate management required under the Limestone Country Project, specifying 
breed type etc and stocking rates/calendars and relates to any underpinning CSS, ESA 
or WES agreement. 
 
The Project also provides financial contributions to any increased costs to farmers 
(which could not be funded under the underpinning agreement mechanisms), 
including the conversion of cattle sheds, the provision of water to remote land where 
the cattle will be grazing and the purchase of the cattle and their transport.  Further 
financial support is provided to help farmers with extra work required to manage 
cattle on remote land.    
 
 3.4.1 Annual Payment 
 
An annual payment is provided on an area basis for land within the Limestone 
Country Project.   In addition, to assist with the management of hardy cattle on remote 
sites a set payment of £750 per agreement is paid to cover additional management 
costs.  This payment is made to cover the costs of visiting and inspecting cattle that 
have been introduced under the project onto these more remote pastures and to ensure 
that animal welfare is maintained and also that the land is being managed 
appropriately. 
 
 3.4.2 Breed  
 
The scheme uses only native hardy upland cattle breeds. The breeds eligible for the 
Project are listed below and include those adapted to the Project area and appropriate 
for the habitat and land types: 
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• Beef Shorthorn; 
• Galloway; 
• Belted Galloway; 
• Blue Grey (Shorthorn-Galloway cross); 
• Welsh Black; 
• Luing; 
• Highland; 
• Dexter; 

 
Other suitable hardy breeds may be acceptable under the project (for example 
traditional Aberdeen Angus, traditional Hereford) at the discretion of the Project 
Officer and Grants Panel/Management Group. 
 
With regards to the breeding livestock grazing agreement land, ideally these should be 
bred pure as this will both provide replacement animals for the breeding herd and also 
produce pure bred animals for the market (with associated potential premium prices). 
However, agreement holders may cross their animals with non-eligible cattle so long 
as the maternal line is kept pure (i.e. purebred replacements are bought in to maintain 
the herd). The livestock grazing the agreement land should also remain pure and 
therefore any crossbred progeny should be grazed elsewhere on the farm holding. 
 
 
 3.4.3 Grazing 
 
Typical grazing levels prescribed under the underpinning Environmentally Sensitive 
Area Scheme, Countryside Stewardship and Wildlife Enhancement Scheme 
agreements are as follows: 
 

• Stocking levels must not exceed 2 ewe/ha (lambs at foot are not counted) 
• During an eight-week continuous period between 1 May and 31 August 

stocking levels must not exceed 1 ewe/ha 
• Cattle may replace sheep at the ratio of 5 ewes = 1 head of cattle;  

 
Some site specific management variations are allowed within the standard 
prescriptions. Common variations include:  
 

• A no stock period May – July (inclusive) followed by an increased stocking 
level (c. 4 ewe/ha) August – November;  

 
The Limestone Country agreements typically require that at least 50% of the agreed 
stocking levels (as specified in the underpinning land management scheme –see 
above) comprise cattle of the appropriate breed. Cattle only systems have also been 
introduced on some land where the nature conservation objective is to develop 
emergent and shrub growth on limestone pavement and other rocky areas. 
 
Under the Project stocking with cattle is usually only permitted within the period July-
October, although as the Project has developed the potential to utilise cattle during the 
lower eight-week grazing period (particularly in the absence of sheep) has been 
recognized, and the grazing period extended to cover May-June. With the introduced 
cattle being hardier than existing animals (requiring less supplementary feed) and also 
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being lighter animals (hence a reduced risk of poaching), the potential to  extend the 
autumn grazing period into December on some land has been used to graze off the 
annual grass growth. In a few cases, there has also been some experimentation with 
out-wintering of stock, however in these cases overall stocking levels are reduced still 
further from those outlined above. 
 
 
 3.4.4 Capital items 
 
Breeding livestock purchase: Ideally eligible female breeding livestock with at least 
five years ‘working life’ ahead should be purchased for the Project, for example 
heifers in calf or young cows (cows not normally more than four years old). Where 
this is not workable it is appropriate to contribute towards the purchase of store 
animals, however there is a requirement for these to be replaced with similar animals 
by the agreement holder for a ten-year term or the agreement holder will be 
responsible to repay a proportion of the original grant. 
 
The maximum contribution under the Project is 50% of additional costs of the animals 
when there is a replacement of existing cattle with native breeds and 75% of 
additional costs where cattle are being bought to replace sheep. Additional costs mean 
the differential between selling existing stock and buying new stock. There are no 
payments for animals to replace those culled during foot and mouth. 
 
Straw purchase:  The Project aims to reduce the number of slat and slurry based 
housing systems in the area and also does not wish to return to winter housing that 
involve cattle being tied up all winter. The Project, therefore, supports housing based 
on loose house systems with straw bedded pens. There are additional costs on 
agreement holders in this respect and the Project provides annual grants towards the 
purchase of straw. The estimated cost per animal is £20 and is reviewed each year. 
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4. Results  
 
This chapter summarises the results of the data collection exercise and the data 
analysis of the Farm Models under different scenarios.  It also compares the Farm 
Business Survey results with those of the project farms and other regional upland 
farms. 
 
4.1 Data Collection 
 
Table 4.1 shows the years for which farm accounts data were collected and the years 
they joined the project.   As the table indicates there are a number of gaps in data 
collection.  Difficulties were experienced in arranging visits with a number of 
farmers.   
 
Table 4.1 Summary of Accounts Data Collection 
 

  
Yr Cattle 
purchased Yrs with farm accounts 

Farm 
No.   1998/99 1999/00 2000/01 2001/02 2002/03 2003/04 2004/05 2005/06 

1 2002                 

2 2002                 

3 2002                 

4 2002                 

5 2003                 

6 2003                 

7 2003                 

8 2004                 

9 2004                 

14* 2004                 

10 2005                 

11 2005                 

12 2005                 

13 2005                 

15 2005                 
*  Farm 14 was unable to provide farm accounts which were lost in a fire, therefore no data was  
collected for this farm. 
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4.2 Data Analysis 
 
An analysis of the farm accounts for all farms in the project shows the proportion of 
net gross margin that is made up of production subsidies or the Single Payment (SP), 
Hill Farm Allowance (HFA) and agri-environment schemes.  The results are 
presented in Table 4.2 and highlight the importance of these subsidies and grants in 
contributing to the farm net gross margins.  On average for these upland farms around 
60% to 80% of net gross margin is made up of subsidies and environmental grants. 
 
Table 4.2  Subsidies, HFA and Environmental Schemes as proportion of Net 
Gross Margin 
 

Farm No. Year 
Net Gross 
Margin 

Subsidy or 
Single Payment1 % of GM HFA % of GM 

Environmental 
schemes % of GM 

1 2004/05 83,252 32,742 39% 12,458 15% 16,570 20% 
2 2004/05 65,749 12,526 19% 8,898 14% 21,590 33% 
3 2005/06 9,459 5,413 57% 1,102 12% 945 10% 
4 1999/00 71718 42788 60% 14848 21% 0 0% 
5 2003/04 21,483 0 0% 9,025 42% 29,950 139% 
6 2005/06 11,157 0 0% 0 0% 10,060 90% 
8 2003/04 205,370 12,941 6% 6,200 3% 7,100 3% 
9 2004/05 55,515 29,303 53% 4,329 8% 12,849 23% 
10 2005/06 71,307 19,161 27% 6,136 9% 23,966 34% 
11 2005/06 123,171 39,398 32% 5,316 4% 28,882 23% 
12 2005/06 59,107 22,196 38% 3,686 6% 16,885 29% 
13 2003/04 192,429 0 0% 6,200 3% 7,100 4% 
15 2005/06 33,246 8,234 25% 4,845 15% 9,667 29% 
1 Single Payment given for year 2005/06 only all other years show production 
subsidies. 
 
4.2.1 Farm Model Net Farm Incomes 
 
Table 4.3 provides a summary of the output, variable and fixed costs and net farm 
income for the three Farm Models between 1999/00 and 2005/06.   These data were 
based on actual farm accounts collected using the standard Farm Business Survey 
methodology (see http://statistics.defra.gov.uk/esg/asd/fbs/reference/instructions.pdf 
for details of this approach).  Farm Model 1 shows a mainly negative Management 
and Investment Income (MII).  This represents the difference between the Total 
Output and Total Costs, including the value of the manual labour of the farmer and 
spouse assessed at the current wage rates for the district for corresponding work 
including overtime.   Thus it represents the net return to the business if the farmer and 
spouse draw a wage for their manual labour.  This negative figure suggests that the 
farm is operating on the margins of profitability. 
 
In contrast, Farm Model 2 has a higher MII than either of the other two farms, partly 
due to lower fixed costs.  Year 2005/06 is an exception due to increased costs 
resulting from machinery purchases and the purchase of a water bowser for the 
project cattle.  Farm Model 3 is able to achieve a mainly positive MII through lower 
variable and fixed costs compared to the other two farms. 
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Table 4.3 Farm Model Net Farm Incomes 
 
 Farm Model 1  1999/00 2000/01 2002/03 2003/4 2004/5 2005/6 
Total Output 58,997 16,627 71,646 93,189 89,820 100,301 
Total Variable Costs 19,948 0 26,817 23,537 24,151 28,994 
Total Fixed Costs  47,239 0 48,902 60,605 67,009 74,302 
M.I.I.   -8,190 16,627 -4,073 9,047 -1,340 -2,995 
Plus Unpaid Labour (F & S) 15,000 0 15,000 16,000 20,320 21,205 
NET FARM INCOME 6,810 16,627 10,927 25,047 18,980 18,210 
NFI minus subsidies  -11,696 -1,350 -9,666 5,966 -6,433 -951 
NFI minus env. payments -9,774 16,627 870 14,990 5,464 -5,756 
Farm Model 2       
Total output   81,804 90,991 91,181 84,962 
Total variable costs   20,050 27,155 27,054 25,855 
Total fixed costs   42,751 45,222 52,950 65,174 
M.I.I.   19,003 18,614 11,177 -6,067 
Plus Unpaid Labour (F & S)   16,135 16,770 18,430 18,965 
Net Farm Income   35,138 35,384 29,607 12,898 
NFI minus subsidies   14,450 13,208 4,923 -9298 
NFI minus env. payments   25,275 25,521 9,405 -3,987 
Farm Model 3       
Total output   56,484 61,938 113,038 77,615 
Total variable costs   15,784 15,307 15,861 22,100 
Total fixed costs   38,844 40,476 52,626 57,075 
M.I.I.   1,856 6,155 44,551 -1,560 
Plus Unpaid Labour (F & S)   19,575 20,250 20,534 22,875 
Net Farm Income   21,431 26,405 65,085 21,315 
NFI minus subsidies   11,656 16,484 54,757 -7,988 
NFI minus env. payments   21,431 19,910 56,697 8,466 

 
Table 4.3 also illustrates the importance of support payments and environmental 
payments to hill farms.   Without subsidies the Net Farm Incomes on these farms are 
substantially reduced and in 2005/06 are negative for Farm Models 1 and 2.  All three 
farms experienced larger fixed costs during 2005/06, mainly due to higher wage rates 
used, contributing to the negative NFI without support payments.  
 
4.2.2   Gross Margins for Farm Models under different scenarios 
 
This section focuses on the changes to enterprise and farm gross margins, excluding 
any fixed costs.   The results for each of the four scenarios for the three Farm Models 
are presented in Table 4.4.    It also includes the total number of ewes and suckler 
cows and the number of livestock units per adjusted forage hectare, including any 
additional land rented or forage purchased to accommodate the new animals. 
 
The introduction of the hardy cattle enterprise for Farm Model 1 under Scenario 1a 
increases the farm gross margin by around £1,400.  Similarly, under Scenario 2a, if 
the hardy cattle enterprise is expanded to become a larger enterprise within the farm 
business, with further reductions in the sheep flock, the farm gross margin increases 
by around £4,000, if premium prices are achieved.   Under Scenario 1b, when only 
average prices are obtained, for example, if the cattle are sold through a local auction 
mart rather than through a marketing scheme, there is still an increase in the farm 
gross margin by around £900.  On this farm, therefore, the reduction in the sheep 
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enterprise gross margin is compensated for by the additional output obtained for the 
hardy cattle under all scenarios.   
 
Table 4.4 Enterprise and Farm Gross Margins 
 
 Farm Mode1 1 Financial Results Physical Results 
  Farm 

GM1 
Sheep 

Enterprise 
GM 

Beef 
Enterprise 

GM 

Beef 
scheme 

GM 

Total 
ewes 

Total 
cows 

Total 
project 
cows 

LU/ 
adjusted 
forage ha 

Baseline 72,728 28,627 6,256   510 27  0.42 
Scenario 1a 74,122 25,704 6,256 4,441 435 27 15 0.45 
Scenario 1b 73,622 25,704 6,256 3,941 435 27 15 0.45 
Scenario 2a 76,829 23,971 6,256 8,882 360 27 30 0.53 
Scenario 2b 75,829 23,971 6,256 7,882 360 27 30 0.53 
 Farm Model 2   
Baseline 53,693 15,322 7,130  480 31 0.99
Scenario 1a 56,758 14,497 7,130 6,221 360 31 24 1.12
Scenario 1b 55,101 14,497 7,130 4,563 360 31 24 1.12
Scenario 2a 57,544 9,062 7,130 12,441 240 31 48 1.10
Scenario 2b 54,229 9,062 7,130 9,126 240 31 48 1.10
 Farm Model 3   
Baseline 52,332 16,141    390   0.83 
Scenario 1a 53,332 12,039  5,102 290  20 0.94 
Scenario 1b 52,632 12,039  4,402 290  20 0.94 
Scenario 2a 53,938 7,544  10,204 190  40 1.03 
Scenario 2b 52,538 7,544   8,804 190   40 1.03 
1 Farm gross margin includes SP and environmental grants 
 
Farm Model 2 also gains under all four scenarios.  The switch from sheep to hardy 
cattle results in higher farm gross margins.  Similarly with Farm Model 3, all 
scenarios produce a higher farm gross margin than the baseline.   Increases in farm 
gross margin compared to the baseline range from around £300 to £1,600 for the 
different scenarios.   
 
To summarise, the results in Table 4.4 show that for all three farm models under all 
scenarios the substitution of sheep for hardy cattle can have a positive impact on farm 
gross margins, the loss in sheep gross margin is compensated for by gains in the hardy 
cattle in the order of between £1,250 to £6,800 per farm. 
 
Table 4.5 examines in further detail the gross margins achieved for conventional and 
hardy cattle under the different scenarios.  Key factors that influence performance are 
price and feed costs.    
 
Premium prices for hardy cattle vary under Scenario 1a, but range from between 
£2.19 to 3.05/kg dw.  The highest premium price was obtained in Farm Model 2 
where the product was slaughtered by a local butcher and vacuum packed for a box 
scheme.   If the cattle are sold through a cattle auction market, under Scenario 1b, 
much lower prices are achieved, between £1.76 to £1.88 kg dw. 
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Table 4.5 Gross Margins per suckler cow for hardy cattle (£/cow) 
 
Values (£/cow) Hardy cattle 1a Hardy cattle 1b 

Farm Model 1 
Finished price (£/kg dw) 2.20 1.80 
Finished Weight (kg/head dw) 250 250 
Output 396 363 
Concentrates 45 45 
Vet & Medicines 5 5 
Other livestock costs 50 50 
Gross margin 296 263 
Farm Model 2   
Finished price (£/kg dw) 3.05 1 1.76 
Weight (kg/head dw) 340 340 
Output 644 370 
Concentrates 130 130 
Vet & Medicines 10 10 
Other livestock costs 2452 40 
Gross margin 259 190 
Farm Model 3   
Finished price (£/kg dw) 2.19 1.88 
Weight (kg/head dw) 320 320 
Output 335 300 
Concentrates 5 5 
Vet & Medicines 10 10 
Other livestock costs 65 65 
Gross margin 255 220 
1 retail price direct to consumer 
2 includes costs of cutting and packing for box scheme 
 
Figures were provided by two project farmers who have recently started selling their 
project cattle.  One farmer sold Galloway cattle at 27 to 30 months to a local butcher 
at around 380-410 kg dw for £2.20 kg/dw.  Three cattle were also sold on the 
commercial market which made £1.80 kg dw.   The other farmer sold Luing cattle to a 
local butcher at 22-24 months, weighing approximately 350 kg, for £2.20 kg dw.  
Two cattle sold through the livestock market weighed around 580 kg lw and made 
£1.00 kg lw. 
 
The variable costs for hardy breeds are usually lower compared to commercial breeds.  
As hardy breeds are good at calving there are fewer complications than commercial 
breeds and thus less need for veterinary services.  Also as the cattle are hardier they 
require less supplementary feeding than the commercial breeds.  It is also possible to 
extend the grazing season with hardy breeds thereby reducing the costs of winter 
bedding, silage and concentrates.   In Farm Model 3 the cattle are out-wintered, with 
very little supplementary feeding, so concentrate costs are kept low.  One of the 
attractions of hardy breeds is the ability to out-winter.  However, on some farms this 
advantage may be lost due to cross compliance conditions and the risk of poaching.  
To minimise this risk project officers can provide advice to farmers to ensure that 
environmental grazing requirements are met without damaging the land. 
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Table 4.6 Gross Margins per head for sheep and hardy cattle  
 

 Sheep Gross 
Margin (5 ewes) 
(£/ 5 ewes) 

Hardy 
cattle 1a 
(£/cow) 

Hardy 
cattle 1b 
(£/cow) 

Difference 
between sheep and 
hardy 1a cattle 

Difference 
between sheep and 
hardy 1b cattle 

Farm Model 1 281 296 263 15 -18
Farm Model 2 160 259 190 100 31
Farm Model 3 207 255 220 48 13

 
The Limestone Country project uses a substitute ratio of 5 ewes to 1 hardy cattle.    
Comparing gross margin figures for the sheep and hardy cattle enterprises using this 
ratio the hardy cattle make between £15 to £100 per head more than the sheep gross 
margins, when premium prices are achieved (1a) (see Table 4.6).  If only average prices 
are obtained the difference in gross margin is considerably less and in the case of Farm 
Model 1 is negative (1b).   It should be noted that the standard livestock equivalents for 
cattle are usually higher than the ratio used by the project.   The standard grazing 
livestock unit for 5 upland ewes is 0.4 compared to 0.75 LU for a suckler cow, that is a 
ratio of 9 ewes to 1 suckler cow (see Nix, 2004).  The smaller ratio was used by the 
project partly because the hardy cattle are generally smaller and also to help promote 
cattle grazing. 
 
Changes in labour costs are not calculated in the gross margins.   However, a switch 
from sheep to hardy cattle will have implications for labour costs, as cattle are more 
labour demanding than sheep.  The data collection exercise was unable to breakdown 
labour costs by enterprise as the labour is shared by different farm enterprises and any 
allocation could only be done on an arbitrary basis which might be misleading.  
Instead the 2005/2006 farm costings data produced by EBLEX (2006) which 
demonstrate the differences between LFA commercial suckler herd and sheep per 
head for unpaid farm labour costs were used.  Table 4.7 uses these figures to illustrate 
the potential differences in unpaid labour when switching from sheep to hardy suckler 
cows, assuming a ratio of 5 ewes to 1 cow.    
 
Table 4.7 Differences in fixed costs between LFA suckler herd and sheep flocks 
 

Average costs/head LFA suckler herd LFA flocks Difference 
Unpaid family labour  

185 97 -87 
(Based on EBLEX costing, 2005/06) 
 
Whilst hardy cattle require less labour input than commercial cattle due to their ease 
of calving and reduced requirement for supplementary feeding, this saving is unlikely 
to compensate for the difference in cost of £87 per head identified in Table 4.7.   Most 
of the project farms housed the hardy cattle in the winter and therefore, the fixed costs 
are likely to be similar to the commercial beef enterprises.  These figures suggest that 
the fixed costs for hardy cattle enterprises will be higher than those for sheep. 
 
 

4.2.3 Partial Budgets 
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Partial budgets were produced to evaluate the average annual effect on farm profits of 
switching from sheep to hardy breeds, including the annual costs of making any 
capital investments.   Partial budgets were produced for each Farm Model and are 
presented in Table 4.8.  Further details on the partial budgets are provided in 
Appendix 2. 
 
Table 4.8 Partial Budgets for Farm Models 
 

  

A. Total additional 
costs and reduced 
returns 

B. Total additional 
returns and reduced 
costs 

Net change in 
income (B minus A) 

Net change in 
income (including 
LCP payments) 

Farm Model 1     

Scenario 1a 5,941 4,860 -1,081 1,022
Scenario 1b 5,941 4,365 -1,576 527
Scenario 2a 13,941 9,720 -4,221 -15
Scenario 2b 13,941 8,730 -5,211 -1,005
Farm Model 2   
Scenario 1a 6,044 6,960 916 3,058
Scenario 1b 6,044 5,304 -740 1,402
Scenario 2a 13,830 13,920 90 4,374
Scenario 2b 13,830 10,608 -3,222 1,062
Farm Model 3   
Scenario 1a 5,781 5,235 -546 5,334
Scenario 1b 5,781 4,535 -1,246 4,634
Scenario 2a 12,112 10,469 -1,643 10,117
Scenario 2b 12,112 9,069 -3,043 8,717
 
The partial budgets take into account interest on the capital invested in the livestock 
and depreciation and interest on any capital items required to accommodate the cattle, 
such as buildings and water supply.  The main management change undertaken by the 
project farmers in response to adopting the hardy cattle is to either rent or buy more 
grazing land or purchase more winter feed in order to maintain stocking densities.   
 
The partial budget for Farm Model 1 reveals a negative net change in income under 
all Scenarios as a result of switching some sheep to hardy cattle and excluding the 
project payments.  The additional returns from introducing the hardy cattle and 
reduced sheep costs do not compensate for the additional investment costs and 
reduced returns from the sheep.  If hardy cattle numbers are increased under Scenario 
2, adaptation of livestock buildings is required to accommodate the additional 
numbers, resulting in further costs and an increase in the negative net change in 
income.   If the project payments are included in the partial budget then the net 
change becomes positive for Scenarios 1a and 2b.  This farm highlights the need for 
some form of financial support in order to make this change to hardy breeds. 
 
In Farm Model 2, the partial budget shows a gain in favour of switching some sheep 
to hardy cattle where premium prices are achieved for the hardy cattle under Scenario 
1a.  Under Scenario 2, additional forage is purchased in order to maintain stocking 
densities and to accommodate the increased numbers in winter, a new cattle shed is 
erected.   These additional costs result in a negative net change in income.  It appears 
on this farm that premium prices are needed in order to allow this type of extensive, 
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biodiversity targeted grazing to occur.   This farm will need financial support in order 
to make this change to hardy breeds and until the niche markets are achieved 
 
Farm Model 3 shows a negative change in net farm income under all four scenarios, 
when project payments are excluded.   This switch from sheep to hardy cattle would 
only become economically viable if some sort of financial support is available. 
 
The analysis reveals that if premium prices are achieved for the hardy cattle then a 
switch from sheep to these cattle can have a positive impact on farm gross margins, as 
demonstrated in Table 4.4.  However, there are likely to be additional fixed costs 
associated with this change.  The partial budgets show that if there is inadequate 
forage or farm infrastructure to accommodate increased cattle numbers there are 
additional investment costs which some farmers may be unable to sustain.  One of the 
advantages of the Limestone Country project is that it assists farmers with hardy cattle 
purchases and contributes to some of the infrastructure costs.    
 
 
4.3 Comparison with regional and national upland farms 
 
The farm accounts of the project farms were compared with those of similar regional 
and national farms.   Data was collated from the Yorkshire, Lancashire and Cheshire 
Farm Business Survey (FBS) on local farms (Askham Bryan College, 2006).   Table 
4.9 provides details of outputs, inputs and net farm incomes for an average SDA 
Grazing Livestock Farm in the Yorkshire, Lancashire and Cheshire area.   A 
comparison with the suckler cow and sheep hill farms in the Limestone Country 
Project gives an indication of how typical these project farms are in the region. 
 
Table 4.9 Economic data for Farm Business Survey and Limestone Country 
Project Livestock Hill farms (2004/05) (£ per farm) 
 
 FBS Standard Limestone Country Project Farms 
  Average Farm 1 Farm 3 Farm 10 Farm 11 Farm 12 
  2003/04 2004/05 2004/05 2004/05 2004/05 2004/05 2004/05 
No. of farms 30 26       
Average size (ha) 151.1 149.5 321 27.9 238.8 279.3 85.7 
Total Output 102,986 103,162 123,942 7,017 89,820 150,453 91,181 
Total Variable Costs 2,423 29,157 40,690 1,899 2,4151 36,655 27,054 
Farm Gross Margin 75,563 74,005 83,252 5,118 65,669 113,798 64,127 
Total Fixed Costs 66,993 72,005 64,006 2,8036 67,009 73,777 52,950 
M.I.I. 8,570 2,000 19,246 -22,918 -1,340 40,021 11,177 
Plus Unpaid Labour (F & S) 16,549 17,502 16,800 15,000 20,320 15,320 18430 
Net Farm Income 25,119 19,502 36,046 -7,918 18,980 55,341 29607 
Net Farm Profit//Loss 33629 28,539 34,716 -8,854 29454 90,866 32254 
 
In terms of Net Farm Profit, Farms 1, 10 and 11 are closest to the FBS standard SDA 
Grazing Livestock farm for this region.  Two of these farms are used as the basis for 
Farm Models 1 and 2, which confirms that these Model Farms are largely 
representative of similar hill farms in the region, performing only slightly above the 
Farm Business Survey standard. 
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Table 4.10  Economic data for Farm Business Survey Suckler Cow and Sheep 
Hill farms in different UK Regions (2004/05) (£ per farm) 
 
  Yorkshire Wales North West 
No. of farms 26 98 68 
Average size (ha) 149.5   167.6 
Total Output 103,162 110,940 69,641 
Total Variable Costs 29,157 39,174 19,163 
Farm Gross Margin 74,005 71,766 50,478 
Total Fixed Costs 72,005 55,866 50,420 
M.I.I. 2,000 15,900 58 
Plus Unpaid Labour (F & S) 17,502 6,888 14,286 
Net Farm Income 19,502 22,788 14,344 
 
Table 4.10 shows the differences in economic returns for average FBS livestock hill 
farms in Yorkshire, Wales and the North West region in England.   The farms in 
Yorkshire produce a higher output and net farm income than the equivalent farm type 
in the North West, whilst the Welsh farm produces the highest output and net farm 
income.   The Yorkshire farms have the highest fixed costs, which is largely 
attributable to high unpaid labour costs.
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5. Policy and market issues affecting hill and upland farming  
 
5.1 Introduction 
 
The ability to introduce economically sustainable hardy cattle systems on hill and 
uplands farms to achieve environmental benefits will depend, to a large degree, on the 
socio-economic conditions affecting these types of farming over the coming years. In 
turn these conditions are influenced by a broad a range of drivers operating at 
different spatial scales, from global to local, that change the economics of agricultural 
production and the relationship between agriculture and other rural sectors (Ward and 
Lowe 2001; Lobley et al 2002). Such drivers include globalisation through the 
concentration of vertically integrated markets for farm inputs and products, 
international trade agreements, European and national agricultural and rural 
development policy, new technologies, consumer demands and changes in economic 
and social processes. How these different drivers of change will combine in particular 
locations over time and what impact they will have on farm structures and 
management practices is very difficult to predict. However, the recent reform of the 
Common Agricultural Policy (CAP) has provided the catalyst for a number of reports 
that consider the future of farming and provide an indication of the changes that are 
likely to take place over the medium term (5-10 years) (see for example Dwyer et al, 
2006; Cumulus, 2005; IEEP, 2004; Jones, 2004; GFA-RACE & IEEP, 2003 and Hall 
et al, 2002). 
 
The CAP has been and will continue to be a major driving force for change in the hills 
and uplands. The 2003 reform of the CAP was the most radical since its inception as 
it ended the link between support and production. By ‘decoupling’ support from 
production the aim is to ensure that farmers’ production decisions are based on market 
signals rather than being directed by subsidies. The Single Payment Scheme (SPS) 
replaces all the former direct payments with a unified system of payments made per 
hectare of farmland, unrelated to farmers’ current production decisions (Defra, 
2004a). 
 
In addition to the reform of the commodity support regimes (known as Pillar I 
support), there has also been significant reform of the measures to promote the 
restructuring of the agricultural sector (Pillar II support), which are encompassed 
within the Rural Development Regulation (RDR). In England the RDR has been 
delivered through the England Rural Development Programme (ERDP). The new 
Programme for the period 2007-2013 (known as the Rural Development Programme 
for England, (RDPE)) is at the time of writing waiting financial approval.  In the hills 
and uplands the 2003 reform of Pillar I and II of the CAP, combined with broader 
socio-economic change, will have a significant impact on farm structures and 
management decisions.  
 
 
5.2 The future of beef production in the hills and uplands 
 
Beef farming in the hills and uplands is entering a period of considerable uncertainty. 
A major challenge for hill and upland beef enterprises is that in recent years the costs 
of production have considerably outweighed the market returns. This shortfall has 
been largely met by direct subsidies and the Hill Farm Allowance (HFA), but many 
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enterprises have been operating at a loss. The future economic viability of beef 
enterprises will very much depend on market conditions, the ability to reduce the 
costs of production and the extent to which farmers are prepared to use some or even 
all of their Single Payment (SP) to subsidise their beef enterprises.  
 
The National Beef Association (NBA) (NBA, 2006a) reports that across the UK in 
2005-2006 that average net losses per suckler cow were around £450 and £150 per 
slaughter animal. The NBA warns that such losses are not sustainable and are likely to 
lead to major changes in the structure of the industry.  In the short term, some hill 
farmers who were extensive prior to 2001 and therefore have lower than average 
historic portions, will see their SPs increase when the historic element is phased out in 
favour of the flat rate.  However, the reduction of the SP year on year combined with 
the transformation of the HFA, by 2010, into an upland element of the Environmental 
Stewardship Scheme, only available in the SDA portion of the LFA, will eventually 
significantly reduce the ability of hill and upland farmers to subsidise their beef 
enterprises.  This will place greater emphasis on improving market conditions and 
cutting costs. 
 
At a national level it is anticipated that there will be a contraction in both beef and 
sheep production and there is widespread consensus that the greatest decline will be 
among cattle numbers.  
 
According to Hall et al (2002) there is likely to be a financial incentive to reduce 
stock, by 50% for small and medium sized farms and by 60-80% for large farms. A 
principal driving force assumed by the analysis is the desire to reduce fixed costs 
(mainly in the form of hired labour). Moss et al (2002) estimate the suckler cow 
production will reduce by 19% by 2010. Oglethorpe and Revell (2003) predict a long-
term reduction of 9.5% in beef production associated with a market price increase of 
4%, but a less marked impact on the sheep sector, with a reduction of 3% in lamb 
production with a small associated price increase. They consider that the impact of 
decoupling on the sheep sector is likely to be less pronounced than for beef in the 
uplands, as the supply response has considerable inertia to change due to the limited 
options for other enterprises in these areas.  
 
The Defra Observatory (2006) has identified significant changes are already taking 
place to the structure of the suckler beef herd. An analysis of Defra June Census data 
shows that while the total beef herd increased by 3 per cent between 2004 and 2005 
there was a marked decline in the number of suckler herd replacements compared to a 
year earlier. It was concluded that the significant fall in replacement numbers in 2005 
is likely to result in a reduced suckler herd in 2006 and a reduction in the number of 
cattle available for beef production in 2007.  
 
While it is anticipated that there will be an increase in beef and sheep meat price in 
response to a decline in production and increased demand, particularly for beef after 
the lifting of the Over Thirty Month (OTM) Rule and export ban brought in during the 
BSE crisis, it may take some time fore these changes to positively influence the 
economic viability of hill and upland livestock sector (NBA, 2006a&b). 
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5.3 Farm level management and restructuring 
 
For many farm businesses in the hills and uplands there are mounting social and 
economic pressures which threaten their long term viability (IEEP, 2004). Weakening 
social structures and increasing social isolation combined with increasing house prices 
and labour costs precipitate social and economic hardships which are having a 
significant impact on succession and the retention of family farms.  Burton et al, 
(2005) found that the social structure of farming in the Cumbrian hills was in danger 
of breaking down and this was exacerbated by the uncertainties created by CAP 
reform. In particular they questioned, if current tends continue, the ability of farmers 
to maintain traditional farming systems.   
 
Jones (2004) and Defra (2005a) state that the impact of the 2003 CAP reforms will 
vary according to enterprise type and the degree of disadvantage, with farmers in the 
Disadvantaged Area (DA) of the Less Favoured Area more likely to benefit than those 
in the Severely Disadvantaged Area (SDA) despite generally lower stocking rates in 
the SDA.  
 
In the DA: 

• Farms that are ‘mainly DA’ will gain, on average, £4,000 in payments. 
This is because the shift will reduce the relative level of support to arable 
farms and increase it to livestock farms, and DA farms will tend to include 
a higher proportion of livestock farms than non-DA farms, overall. 

• Sheep farmers are likely to benefit more than for those with beef suckler 
cows. This is because they tend to stock at lower densities so their historic 
levels of support will have been lower. 

 
In the SDA: 

• Sheep farmers are likely to benefit from the change to a flat rate area 
payment because they stock at relatively low densities, but their overall 
level of support will remain relatively low because the SDA area payment 
will be relatively low. 

• Beef farmers will lose out unless they are very lightly stocked. Payments 
for specialist beef farmers will decrease, on average, by £7,000. 

• Payments for mixed cattle and sheep farmers will decrease, on average, by 
£5,000 due to the cattle/stocking density effect. 

 
In a study of hill and upland farming on 60 tenanted farms in the Lake District, 
Yorkshire, Northumberland and the Peak District the National Trust found that there 
would be a substantial reduction in income from support payments by the year 2012 
and that many of the farms would not be economically viable if they remained the 
same and continued existing production patterns.   
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As a result of the 2003 CAP reform a number of studies have predicted that hill and 
upland farms are likely to restructure their agricultural enterprises by moving away 
from suckler cows to breeding ewes (Hall et al, 2002; GFA-RACE & IEEP, 2003; 
Dwyer et al, 2006). The major factors affecting this change include:  

• More favourable gross margins for sheep;  

• Greater opportunity to improve sheep performance rather than cattle 
performance;  

• Lower labour requirement/cost for sheep compared to cattle;  

• Reduced exposure to market pressures with sheep compared to suckler 
cows;  

• Cross-compliance restrictions on winter grazing (GAEC 9 –overgrazing 
and unsuitable supplementary feeding). 

 
GFA-RACE & IEEP (2003) predict that many farms will extensify production by 
reducing stock numbers with medium and large sized farms having more incentive to 
do so than small sized farms. This extensification will be closely linked to the loss of 
labour from the sector as farmers look to reduce the cost of production.   
 
Further evidence of the restructuring of livestock enterprises on hill and upland 
farmers comes from a survey of farmer’ intentions in the context of CAP reform 
carried out for Defra by ADAS (ADAS, 2006). Table 5.1 shows that over the next 
five years (2006-2011) 29% of farmers were planning to drop or decrease their 
suckler enterprises and 19% were planning to drop or decrease their breeding flocks. 
The total number of suckler cows in the LFA was predicted to fall by 17% and the 
number of breeding ewes by 8%. The survey also asked whether the farmers treated 
the SP as if it was coupled or decoupled to their enterprises. Those who treat the SP 
differently to previous production related subsidies intended to make a larger 
reduction in their suckler cow and sheep enterprises than those who treated the SP as 
little different. This indicated that some farmers are not prepared to use their SP to 
subsidise these enterprises and are scaling them down or dropping them altogether. 
For England as a whole, the proportion of farmers who say they treat the SP 
differently increased from 25% in 2004 to 40% in 2006. From these figures, ADAS 
conclude, that the understanding of farmers of the implications of the SP has 
improved considerably. 
 
Table 5.1. Summary of intended pattern of changes to stocking due to CAP 
reform in England 
 
Farm enterprise % intending 

no change to 
stock type 

% intending 
to cease 

% intending 
to decrease 

% intending 
to increase 

Farmers with suckler cows  62  11  18  10 
Farmers breeding ewes  69  4  15  12 
Source: ADAS 2006. 
 

Deleted: intensions 

Deleted: is 



 49 

The ADAS survey also found that farmers intend to change the balance of grazing 
pressure away from cattle as they decrease cattle number faster than sheep numbers.  
 
 
5.4 Market conditions 
 
The current situation 
Over recent years beef farming has not been profitable, as market prices for suckler 
herds and beef finishing have not covered the costs of production.  Decoupling and 
the introduction of the SPS have brought into sharp contrast the current unprofitability 
of the beef sector and the extent to which farmers depended on direct payments.  
While some farmers may use the SP to subsidise their beef enterprises in the short 
term, the progressive decline in the value of the SP means that long-term profitability 
will depend on increases in market price and the ability of farmers to cut the cost of 
production. In the short-term, market conditions may lead to a significant reduction in 
the number of beef enterprises in the hills and uplands. One problem appears to be 
that retailers assume that farmers will view the SP as coupled to their beef enterprises 
and that the payment will be used to meet the deficit between the market price and the 
cost of production. The NBA is concerned that this is keeping prices down and 
reducing the capital investment required to reduce the unit costs of production and 
making the industry competitive. 
 
Market price 
Market prices for beef production are predicted to improve over the medium to long 
term (NFU 2006, NBA 2006b; Andersons 2006) in response to an increase in demand 
and pressures on supply. The growth of the world economy will increase the demand 
for beef particularly in the expanding markets of China and South East Asia. This is 
likely to lead to greater competition for South American beef, which will feed through 
to higher prices in Europe. The removal of the beef export ban, which was introduced 
due to BSE, and the lifting of the Over Thirty Month (OTM) rule will allow the UK to 
compete again in international markets. However, there are fears that the predicted 
price rises will be too slow in coming to prevent decisions to drop beef enterprises by 
many farmers in the light of economic conditions. Increasingly, farmers are looking to 
differentiate the market and add value to their production. Differentiation through 
quality and traceability is providing the focus for a growing number of farmers. Such 
high quality regional food initiatives have also been supported through the RES of the 
ERDP. However, these markets are currently relatively small and the failure of the 
Dales Quality Meats Company shows that there is no guarantee of success. Premium 
prices giving additional margins of 10-20 p/kg dw over the main commodity price 
will be unlikely to be sufficient to support viable businesses.    In order to achieve 
high premium prices farmers will need to develop niche markets, such as beef box 
schemes and selling from the farm gate. 
 
Cost of production 
In response to economic pressures on production those farmers wishing to continue 
with beef enterprises are attempting to improve efficiency and cut costs. The NBA 
identifies three types of adjustment that need to take place. First, farmers need to 
finish their animals earlier, saving up to £30 a month. By finishing 6 months earlier, a 
saving of £180 could be made (this only applies to commercial cattle as hardy breeds 
take several years to finish).  Secondly, herd fertility needs to be improved. Thirdly, in 
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the suckler herd, costs can be reduced by shortening the period of in wintering and 
reliance on feed. However, future legislative changes may work to increase the costs 
of production and provide a disincentive for beef farmers to remain in production 
(NBA 2006c). The introduction of pre-movement testing for all cattle over 42 days 
old could result in significant costs for farmers with suckler enterprises. There may 
also be cost implications from a move to share the expense of implementing disease 
control and biosecurity measures across the industry.   These potential increases in 
production costs could be partly offset by more extensive cattle management which 
has been shown to reduce on-farm variable costs.    
 
 
5.5 Environmental impacts 
 
The environmental impact of decoupling in the hills and uplands depends on the 
different restructuring responses of farmers. Significant reductions in suckler cow 
numbers and expansion of high performance sheep enterprises is likely to present 
problems in delivering appropriate grazing regimes on sensitive habitats, such as the 
Limestone Country project area, especially where labour input is reduced. A further 
loss of suckler cows is of particular environmental concern given the decreasing low 
ratio of cattle to sheep identified by ADAS (ADAS 2006). 
 
Research by Cumulus (2005) into the impact of CAP Reform and other policies on 
upland farms concluded that, with the SPS making it possible to farm land profitably 
with extensive systems, it was likely that the long-term trend of farm enlargement in 
the LFAs will continue. Cumulus predicts that there will also be an increasing 
frequency of ‘composite holdings’ associated with hill farming areas– typically hill 
farms which have bought land or a farm further down the hill or even outside the 
LFA.   
 
According to Cumulus (2005), as well as taking on additional land, more farm 
businesses will seek to broaden their farming systems. In LFAs, some hill sheep 
farmers are already moving into cross-breeding, using additional in-bye land and 
other low land, in order to obtain higher margins. This is likely to be related to a move 
away from traditional fell management, with ewes and lambs now being kept on in-
bye land until weaning and fell or moorland areas only being used from August 
onwards. Participants at a recent Defra seminar, however, suggested that only a small 
amount of sheep production would come down from the hills. 
 
If farmers in the uplands respond to decoupling by reducing livestock numbers this 
should result in some environmental improvements, particularly where there is less 
incentive to keep stock beyond the ecological carrying capacity of the land and 
reduced fertiliser inputs. However, stock reduction could also exacerbate problems of 
undergrazing. Abandonment, which is also predicted by some as a response to 
decoupling, is largely viewed as unfavourable for the environment, although some 
environmental benefits could arise from small scale agricultural abandonment 
allowing scrub and woodland regeneration (IEEP, 2004). 
 
An alternative to grazing would be to achieve biodiverse grassland through non-
productive practices, such as labour intensive mowing regimes (Green 1996).   
However, mowing is costly and creates greater uniformity in the vegetation than 
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grazing, thereby reducing animal biodiversity.   Mulching is less costly than mowing, 
but again creates vegetation uniformity and lack of nutrient removal leads to loss of 
plant species diversity in areas with high levels of nitrogen deposition (Kahmen et al, 
2002).  Burning is usually not a socially acceptable option and also requires careful 
application at the right time of year to prevent loss of diversity.  Moreover, it changes 
the composition of the plant community and is frequently detrimental to animal 
species.  Thus a number of researchers have concluded that grazing is superior to 
other management techniques enabling greater heterogeneity in vegetation structure 
and composition (Crofts & Jefferson, 1999), maintaining regeneration gaps for plants 
and enabling greater seed dispersal (Willerding & Poschlod, 2002), control of scrub 
encroachment (Small, et al, 1999) and in meeting management requirements of rare 
vascular plants (Rich, 1997).   Evans et al (2003) also suggest that alternative 
practices, such as mowing, may clash with the “culturally conditioned meaning of 
what it is to be a farmer”.  To achieve sustained biodiversity outcomes the most 
practical solution is to use existing commercial farmers as the delivery mechanism. 
Thus grazing management systems need to be developed which meet biodiversity 
targets as well as a certain profit to the farmer (Watkinson & Ormerod, 2001; Luick, 
1997).       
 
Some changes required to improve habitat quality for biodiversity include complex 
management systems such as grazing more cattle on grass fells during summer, fewer 
sheep in many areas and applying appropriate shepherding, controlled supplementary 
feeding and less frequent burning of heather on grouse moors (IEEP, 2004). Such 
options might be lost with restructuring. Knowledge and skills required for carrying 
out such complex management may also be lost, if farm labour is reduced (Burton 
2005). 
 
Biodiversity has become increasingly recognised as a public good valued by 
European Union (EU) member states and as such targeted intervention to achieve 
increased biodiversity through productive agricultural management systems may be 
justified.  This change in the member states’ attitudes to agriculture is reflected in the 
recent reforms of the Common Agricultural Policy (CAP) which has placed 
increasing emphasis on agriculture’s ecological functions, in addition to its 
productivity objectives. In particular, the commitment to shift CAP funds from 
sectoral support and into environmental and rural development initiatives is seen as an 
important tool to encourage farmers to move away from low cost, high volume 
commodity production.      
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5.6 The role of Environmental Stewardship in supporting hardy cattle systems  
 
In 2005 the land-based schemes, including agri-environment schemes, of the ERDP 
were reformed. As part of this reform the new Environmental Stewardship scheme 
replaced the CSS and Environmentally Sensitive Areas scheme. The Environmental 
Stewardship scheme will form part of the new Rural Development Programme for 
England that will run from 2007 to 2013. In addition by 2010 the HFA will be 
transformed into an upland element of the Environmental Stewardship scheme but 
only available in the SDA portion of the LFA. 
 
Environmental Stewardship  
 
Environmental Stewardship aims to secure widespread environmental benefits by 
providing funding to farmers and other land managers who deliver effective 
environmental management (Defra 2006b). The scheme has three elements: 
  
• Entry Level Stewardship (ELS) is a ‘whole farm’ scheme open to all farmers 

and land managers who farm their land conventionally. Acceptance is being 
guaranteed provided they meet the scheme requirements. 

 
• Organic Entry Level Stewardship (OELS) is a ‘whole farm’ scheme similar to 

ELS, open to farmers who manage all or part of their land organically. 
 
• Higher Level Stewardship (HLS) in combination with ELS or OELS options, 

aims to deliver significant environmental benefits in high priority situations and 
areas. 

 
All elements of the scheme have the potential to directly or indirectly support hardy 
beef systems in the hills and uplands. The two entry-level elements are based on flat 
rate payments for carrying out environmental management options selected from a 
wide-ranging menu (Defra 2005b&c).  
 
ELS & OELS 
For ELS payments are made at £30 per hectare per year for all land entered into the 
scheme (except for land within parcels of 15 hectares or more within the LFA, for 
which the payment is £8 per hectare per year). Payment is dependent on a ‘points 
target’ for the land entered into the scheme, which is calculated at the rate of 30 points 
per hectare (except for LFA land within parcels of 15 hectares or more which will be 
calculated at the rate of 8 points per hectare). Each of the environmental management 
options available from the menu is worth a certain number of ‘points’ (Defra 2005d). 
For the OELS the payment is £60 per hectare per year for all the organic land entered 
into the scheme. To receive payment a target of 60 points per hectare of organic land 
must be reached. All organic land entered automatically receives 30 points per 
hectare. Organic land, in parcels of 15 hectares or more within the LFA, is not eligible 
for OELS. It must be put into the ELS (Defra 2005d).   
 
Table 5.2 shows the list of ELS and OELS environmental management options that 
are most relevant in supporting hardy beef systems. Of most direct relevance is the 
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extension1 to the LFAs of the mixed stocking option which aims to maintain effective 
grazing of LFA grassland to provide breeding and feeding habitats for farmland birds. 
A minimum of 15% of the livestock grazing units must be grazing cattle. 
 
Table 5.2 Environmental management options for ELS and OELS with the 
potential to support hardy beef systems 
 
Code Environmental Management Option Units Points 
 ELS OPTIONS FOR THE UPLANDS (LFA LAND)   
EL1  Field corner management (LFA land) ha 100 
EL2  Manage permanent in-bye grassland with low inputs ha 35 
EL3  Manage in-bye pasture and meadows with very low inputs ha 60 
EL4  Management of rush pastures (LFA land) ha 60 
EL5  Enclosed rough grazing ha 35 
EL6  Moorland and rough grazing ha 5 
 Mixed Stocking1 ha 8 
    
 OELS OPTIONS FOR THE UPLANDS (LFA LAND)   
OL1  Field corner management (LFA land) ha 100 
OL2  Manage permanent in-bye grassland with low inputs ha 35 
OL3  Manage in-bye pasture and meadows with very low inputs ha 60 
OL4  Management of rush pastures (LFA land) ha 60 
OL5  Enclosed rough grazing ha 35 
 Mixed Stocking1 ha 5 
Source: Defra 2005b&c, 2006b 
1 Introduced July 2006. 
 
HLS 
Entry into the HLS scheme is discretionary. Applications have to go through an 
assessment procedure which takes into account how the application meets the 
environmental priorities identified in local HLS targeting statements. A wide-ranging 
and comprehensive list of land management options and supplements linked to 
specific environmental features is available and payments depend on the options 
selected (Defra 2005e).  Table 5.3 shows the list of HLS environmental management 
options and supplements that are most relevant in supporting hardy beef systems. The 
aim of the livestock supplements introduced in 2006 is to assist the maintenance of 
cattle grazing in the uplands and on grazing marches. Grazing with cattle is 
recognised as essential to the improvement of the ecological condition of grassland 
and the habitat for breeding birds.  The use of traditional native breeds is seen as 
necessary as they have been specially adapted over time to graze high value habitats 
(Defra 2006b). 
 

                                                 
1 In July 2006 (Defra 2006b) 
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Table 5.3 Environmental management options for HLS with the potential to 
support hardy beef systems 
 
Code Environmental Management Option or Supplement Units Payments 
 GRASSLAND OPTIONS   
HK6 Maintenance of species-rich, semi-natural grassland  ha £200 
HK7  Restoration of species-rich, semi-natural grassland  ha £200 
HK8  Creation of species-rich, semi-natural grassland  ha £280 
HK9  Maintenance of wet grassland for breeding waders ha £335 
HK10  Maintenance of wet grassland for wintering waders and wildfowl  ha £255 
HK11  Restoration of wet grassland for breeding waders  ha £335 
HK12 Restoration of wet grassland for wintering waders and wildfowl  ha £255 
    
 MOORLAND AND UPLAND ROUGH GRAZING OPTIONS   
HL7  Maintenance of rough grazing for birds  ha £80 
HL8  Restoration of rough grazing for birds  ha £80 
HL9  Maintenance of moorland  ha £40 
HL10  Restoration of moorland  ha £40 
HL11  Creation of upland heathland  ha £60 
 Mixed Stocking1 ha £8 
    
 MOORLAND AND UPLAND ROUGH GRAZING 

SUPPLEMENTS 
  

HL12  Supplement for management of heather, gorse and grass  ha £7 
HL13  Moorland re-wetting supplement  ha £10 
HL15 Seasonal livestock exclusion supplement ha £10 
HL16  Shepherding supplement  ha £5 
    
 LIVESTOCK SUPPLEMENTS   
 Cattle grazing supplement1 ha Up to £35 
 Native breeds at risk supplement1 ha Up to £75 
Source: Defra 2005e, 2005f & 2006b 
1 Introduced July 2006. 
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6. Discussion and Recommendations  
 
The three Farm Models analysed vary in terms of size and enterprise mix.  
Nevertheless, the results have shown that under current market and policy conditions 
it is possible to maintain or even increase farm gross margins by switching from sheep 
to hardy cattle production, particularly if premium prices are achieved for the cattle.  
 
Farms in the project appear to have been able to achieve between 31-129 p/kg dw for 
the hardy cattle over the main commodity price.  However, in the absence of premium 
prices, the prices obtained for hardy cattle are worse than those for commercial 
breeds.  Farm Model 2 in particular is achieving good premium prices by marketing 
the beef through a box scheme.  This farmer seems to be able to recover the costs of 
his low-input hardy beef system by using the products of this system as a marketing 
tool for farm products.  This approach is supported by the UK Policy Commission on 
the Future of Food and Farming (2002) who argue that “farmers need to see the 
environment and their responsibilities as land managers not as a threat but a business 
opportunity”.  Good environmental management can enable the promotion of local or 
farm brands with a high quality environmental image, thereby attracting a premium 
price. 
 
There appears to be a growing market for quality beef.  Hardy cattle products are 
valued for the taste and structure of the meat obtained through extensive production and 
the meat processing. Scollan et al (2007) found that grass-fed cattle, as opposed to 
cattle with conserved forage or concentrate-based diets, produce meat with a higher 
ratio of polyunsaturated to saturated fats and more anti-oxidants, which is better for 
human and animal health as well as meat flavour.  The Limestone Country Project has 
recently linked up with Bristol University, and Defra to look at the healthiness and 
quality of beef produced from traditional and modern breeds reared on species-rich, 
unimproved grasslands.   Extrinsic qualities are also important for consumers, such as 
the link to the environment in which it is produced, assurance of traceability and high 
welfare standards.  However, many consumers still need to be convinced that the 
product is superior to a conventional high-input product.  There is also evidence that 
farmers are concerned that whilst premium prices might be achieved in the short term, 
over a long period the market might become oversubscribed (Rook et al, 2005). 
 
Another concern raised amongst farmers is about being able to market hardy cattle 
breeds in sufficient numbers to create suitable outlets (Rook et al, 2005).  Marketing 
extensively reared hardy beef breeds needs organisations and some groups have failed 
due to inconsistencies in the supply chain.  The difficulties in developing a marketing 
scheme experienced by the Limestone Country project highlights this point.  Farm 
Model 2 managed to achieve good premium prices through its own initiative of a box 
scheme.  Jeremy Hunt writing in Farmers Weekly (16 August, 2006) suggests that the 
marketing of branded beef should focus on meeting seasonal demand, rather than 
trying to supply the market all year round and putting quality at risk.  He argues that 
consistency of quality is crucial.    

The future profitability of any hardy beef production in the uplands will not only 
depend on increasing returns, but also making increases in efficiency and cost 
savings.  Housing and machinery costs are generally the largest of the fixed costs and 
therefore have the greatest potential for savings.   One way of reducing these costs is 
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by out-wintering the hardy cattle.  As well as reducing fixed costs, savings are made 
in bedding and supplementary feed costs and out-wintered cows tend to be fitter and 
have fewer calving problems.  However, this is only an option when there is shelter 
available, and damage to soils and run-off through poaching is minimised.   

Whilst production systems with hardy cattle can remain profitable under present policy 
and market conditions, as highlighted in Chapter 4, a large proportion of this farm 
income is based on SP, which is set to decrease.  Also market forces over the short, 
medium and long term are on their own unlikely to create favourable conditions for 
the widespread adoption of hardy beef systems in the hills and uplands. Indeed there 
is a danger that there could be widespread destocking of beef and sheep in the uplands 
accompanied by a loss of labour and essential livestock management skills which 
would be very difficult to reintroduce.  Should this happen it would become 
increasingly challenging to maintain biodiverse grassland in the uplands.  In 
particular, difficulties would arise in obtaining appropriate management to achieve 
favourable conservation status of Natura 2000 and the favourable condition of Sites of 
Special Scientific Interest (SSSI). 
 
This situation suggests a need for some form of support from society either by 
contributing in direct subsidy through Pillar II of CAP and/or buying even higher 
value priced products. The EU rural development policy recognises the essential role 
which farmers play in providing environmental services which go beyond good 
agricultural practice and basic legal standards.   The EU Council Regulation No. 
1698/2005 on rural development (CEU, 2005) states that “Agri-environmental 
payments should …… encourage farmers to serve society as a whole by introducing 
or continuing to apply agricultural production methods compatible with the protection 
and improvement of the environment, the landscape and its features, natural 
resources, the soil and genetic diversity”.  Early evidence from the Limestone Country 
project suggests that grazing management systems using hardy beef breeds could be 
the type of farm system to achieve such objectives.   Indeed, it might be argued that, 
given the increased recreational demands on the countryside, the willingness of 
society to pay farmers to deliver environmental goods, such as biodiverse grasslands, 
may increase, whether through public or private funding mechanisms. 
 
Some schemes are already available to support cattle grazing on vulnerable sites.  
Under Higher Level Stewardship (HLS), a Cattle Grazing Supplement was 
introduced, which assists with the maintenance of cattle grazing in the uplands, and a 
Native Breeds at Risk Gazing Supplement, with payment rates of £35 and £70 per ha, 
respectively.   These HLS payments are higher than those ‘transitional costs’ paid 
through the Limestone Country Project, which suggests that these schemes could be 
taken up more widely across the uplands.   The hardy cattle breed used in the Native 
Breeds at Risk Grazing Supplement would need to be on the approved list of native 
breeds at risk.  Only Farm Model 3, with the Belted Galloway, would qualify for this 
payment.   If only pedigree cattle are eligible for such grazing schemes there is an 
added cost to farmers due to the high price of breeding stock.  Also the introduction of 
cattle onto a farm may require some capital investment in buildings and water supply.  
Any financial support needs to consider these additional costs to the farmer. 
 
There are also wider social and economic benefits of low-input hardy breeds systems 
that go beyond the biodiversity benefits, which might provide further justification for 
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financial support.   In particular, the maintenance and enhancement of landscapes 
features, such as biodiverse grasslands, are seen as a critical part of strategic 
environmental assets, which can significantly contribute to regional, economic and 
social welfare (ECOnet, 2005).  For example, there is evidence that improved 
landscape can benefit tourism and its ancillary industries.  These benefits can often be 
interlinked and reinforcing.  For example, grazing by Delle Langhe sheep in Torino 
province of Italy has reduced weed and shrubby species, creating a more pleasant 
landscape, a reduction in fire and hydrogeological risks and consequently a positive 
effect on tourism (Battaglini et al 2001).  The additional tourists attracted to the area 
then create a market for the products from the sheep.  Similarly both Haug (1996) and 
Price (1995) stress the importance of extensive livestock farming activity in 
maintaining landscapes valued by tourists.  Increased tourism in turn has an economic 
multiplier effect on the local economy from visitor spending.  These potential benefits 
could be achieved in the Yorkshire Dales.  Introduction of hardy cattle has the 
potential to improve biodiversity on grassland and to attract further visitors to the 
area. The meat from the hardy cattle could be sold to tourists at local restaurants, such 
as Devonshire Fell Hotel.   This possible impact of increased grassland biodiversity 
on tourism requires further research. 
 
Whilst the environmental benefits of grazing with cattle rather than sheep is well 
recognised, there is still much uncertainty surrounding the environmental benefits of 
grazing with hardy breeds compared to commercial cattle  (Scimone et al., 2007; 
WallisDeVries et al., 2007).  Hardy cattle are used in the Limestone Country Project 
because their ability to sustain body condition on rough biodiverse pasture means that 
farmers are more willing to put them on to this sort of land.  Also their ability to graze 
in late autumn/winter, compared to commercial breeds, means they able to deliver at 
the most appropriate time for getting environmental benefits on grasslands.  If the 
environmental impact of hardy breeds is proven in the Limestone Country project, 
then grazing systems with hardy breeds in areas like this would be a suitable objective 
goal for agri-environment schemes and CAP Pillar II funding.  There are likely to be 
such opportunities as part of the soon to be implemented Rural Development Plan for 
England.  An appropriate package would support grazing systems with tailored agri-
environment management plans based on site conditions and sward structure.  This 
package would also help farmers to plan and develop linked marketing strategies to 
capture a higher return from a differentiated product, on the basis of biodiversity 
benefits.     
 
 
Recommendations 
 
• Undertake further economic analysis of project farms at the end of their 

agreements.  This type of farm level data will provide valuable information on the 
financial performance of hardy cattle breeds. 

 
• Further scientific research is required into the different environmental benefits of 

using hardy, commercial and cross-breeds.  Current information is often unclear, 
with arguments based on fragmentary anecdotal evidence or, at best, empirical 
studies with limited applicability (Rook et al, 2003).   
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• More research is required to show the management benefits of hardy cattle 
compared to commercial breeds.  Farmers often refer to the advantages of the hardy 
breeds’ good characteristics in terms of ease of handling and management and good 
mothers with few calving problems.  However, many of these characteristics are 
anecdotal and actual quantification of these various breed effects is rare (Rook et al, 
2003).   

 
• Further assistance in the development of a Limestone Country project marketing 

scheme will help develop a beef brand and assist project farmers in obtaining 
premium prices for their products. 
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Appendix 1 – Project Farm Net Farm Incomes 
 
 
Farming system description 
This is a large mixed cattle and sheep farm of 358 ha, most of which is rented.   The 
land is permanent or rough grazing and most of it lies with the SDA.   In 2003/04 the 
farm had 52 suckler cows, Limousine, Blonde d’Aquitaine and Belgian Blue.  Most 
calves are pedigrees sold on as breeding stock.   The sheep flock is large comprised of 
658 ewes of mostly Swaledales.   In 2002, 20 beef Shorthorn cattle were introduced 
under the scheme. 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 2003/4 2004/5 
Cattle  62725 41770 
Sheep  47994 52544 
Other Livestock 1200 0 
Misc Grants & Subsidies 32597 29128 
Misc Output  500 500 
TOTAL OUTPUT 145016 123942 
VARIABLE COSTS   
Feed: Purchased Concs 24988 19162 
          Grazing/Agistment 1870 2650 
Seed  2125 0 
Fertiliser  0 2192 
Vet & Med  11234 13397 
Other Livestock Costs 2151 3289 
TOTAL VARIABLE COSTS 42368 40690 
FIXED COSTS   
Labour : Paid (inc casual) 400 0 
               Unpaid (inc F & S) 14400 16800 
Power and Machinery Costs 29901 25270 
Occupiers Repairs 1779 4173 
Rent & Rates (Inc Imputed) 11155 9910 
General Farm Costs: 6850 7853 
TOTAL FIXED COSTS 64485 64006 
M.I.I.  38163 19246 
Plus Unpaid Labour (F & S) 14400 16800 
NET FARM INCOME 52563 36046 
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Farm 2 
 
Farming system description 
Prior to joining the scheme this was a dairy and sheep farm.  The dairy was then 
converted to beef enterprises and the sheep flock increased.  The farmed area was 
expanded from 260 ha to 473 ha between 1998 and 2002, by renting additional 
permanent and rough grazing land.  The sheep flock of Swaledales increased from 
350 ewes in 1998 to 615 ewes by 2004. Ten Blue Grey cattle were introduced under 
the scheme in 2002, with a further 9 cows purchased in 2004. 
 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 1998/99 1999/00 2000/01 2001/02 2002/03 2003/04 2004/05 
Cattle  0 0 0 0 3635 1675 9636 
Sheep  21771 12196 13341 16124 43110 41847 40001 
Other Livestock 29689 33273 24497 38206 55111 5469 3740 
Misc Grants & Subsidies 9887 11328 21699 21577 30781 32985 30488 
Misc Output  3683 0 0 500 500 0 500 
TOTAL OUTPUT 65030 56797 59537 76407 133137 81976 84366 
VARIABLE COSTS        
Feed: Purchased Concs 3449 4642 1068 3548 11471 8083 8371 
          Other Feed 1200 1200 1200 1200 0 0 0 
Seed  0 0 0 0 1304 0 2262 
Fertiliser  1000 1000 1000 1000 0 0 0 
Sprays  0 0 0 0 1611 1268 1573 
Vet & Med  7205 4758 4710 13799 4789 4106 3876 
Leased Quota 0 0 0 668 200 0 950 
Other Livestock Costs 10463 9802 12484 3375 1142 1895 1585 
TOTAL VARIABLE 
COSTS 23317 21402 20462 23590 20517 15352 18617 
FIXED COSTS        
Labour : Paid (inc casual) 6313 6120 6124 4371 0 0 0 
               Unpaid (inc F & S) 30000 30000 30000 30000 14400 17600 17600 
Power and Machinery Costs: 8777 9777 10273 10333 18293 27148 27509 
Occupiers Repairs 2061 2135 716 9741 5759 7455 10175 
Rent & Rates (Inc Imputed) 6500 6500 6500 11245 0 12080 11975 
General Farm Costs: 8163 7782 9096 10034 9076 7028 8058 
TOTAL FIXED COSTS 61814 62314 62709 75724 47528 53711 75317 
M.I.I.  -20101 -26919 -23634 -22907 65092 12913 -9568 
Plus Unpaid Labour (F & S) 15000 15000 15000 15000 14400 17600 17600 
NET FARM INCOME -5101 -11919 -8634 -7907 79492 12913 8032 
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Farm 3 
 
Farming system description 
This is a small organic cattle and sheep farm of 28 ha, partly owned by National 
Trust.   In 1998 the farm had 10 suckler cows in its beef herd and is in the process of 
moving from Limousin cross breeds to developing an organic system using Short 
Legged Dexter.   The sheep flock is comprised of 51 ewes of Swaledale, and Scottish 
Blackface.   In 2002, the Limousines were replaced by 11 Short legged Dexters under 
the scheme.   
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 1998/99 1999/00 2000/01 2001/02 2002/03 2003/04 2004/05 2005/06
Cattle  5859 5082 4643 1814 580 3005 2216 1750
Sheep  2801 2161 1112 1305 1771 2991 2192 2311
Misc Grants & Subsidies 1935 1750 3059 3005 4349 2009 2109 7460
Misc Output  500 500 500 4241 500 500 500 500
TOTAL OUTPUT 11095 9492 9314 10365 7200 8504 7017 12021
VARIABLE COSTS         
Feed: Purchased Concs 0 940 590 1003 829 648 625 1503
          Other Feed 550 550 550 850 550 0 0 0
Fertiliser  0 0 0 0 0 0 0 0
Sprays  0 0 0 0 0 0 0 0
Vet & Med  349 420 338 402 416 213 407 441
Other Livestock Costs 148 195 456 215 256 550 867 618
TOTAL VARIABLE COSTS 1047 2105 1934 2470 2051 1411 1899 2562
FIXED COSTS         
Labour : Paid (inc casual) 135 0 0 0 0 0 0 0
               Unpaid (inc F & S) 18250 12850 12850 1500 15000 15000 15000 15000
Power and Machinery Costs: 1381 4526 4107 4682 5585 7615 5146 5845
Occupiers Repairs 2053 599 196 184 436 510 638 1092
Rent & Rates (Inc Imputed) 0 1890 2934 3067 3067 3067 3067 3067
General Farm Costs: 2710 4011 3980 3152 2801 4064 4185 3982
TOTAL FIXED COSTS 24529 23876 24067 11085 26889 30256 28036 28986
M.I.I.  -14481 -16489 -16687 -3190 -21740 -23163 -22918 -19527
Plus Unpaid Labour (F & S) 17250 12250 12250 1500 15000 15000 15000 15000
NET FARM INCOME 2769 -4239 -4437 -3190 -6740 -8163 -7918 -4527
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Farm 4 
 
Farming system description 
This is a large tenanted cattle and sheep farm of mainly rough grazing on National 
Trust land, totalling 1,105ha.  In 1998 the beef herd comprised 44 suckler cows of 
Welsh black and Simmental cross and the sheep flock contained 1,150 Swaledale 
ewes.  In 2002, 31 Welsh black cattle were introduced under the scheme. 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 1998/99 1999/00 
Cattle   28806 31670 
Sheep   69837 68105 
Misc Grants & Subsidies  7685 0 
Misc Output   14564 11331 
TOTAL OUTPUT  120892 111107 
VARIABLE COSTS    
Feed: Purchased Concs  22134 13661 
          Other Feed  9850 5981 
Seed   0 0 
Fertiliser   4656 4097 
Sprays   0 0 
Vet & Med   5217 5596 
Leased Quota  4028 6450 
Other Livestock Costs  4580 3604 
TOTAL VARIABLE COSTS 50465 39389 
FIXED COSTS    
Labour : Paid (inc casual)  0 0 
               Unpaid (inc F & S) 34453 29480 
Power and Machinery Costs: 27677 23999 
Occupiers Repairs  4255 2249 
Rent & Rates (Inc Imputed) 17282 16761 
General Farm Costs:  4735 6457 
TOTAL FIXED COSTS  88402 78946 
M.I.I.   -17975 -7228 
Plus Unpaid Labour (F & S) 32830 28280 
NET FARM INCOME  14855 21052 
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Farm 5 
 
Farming system description 
This is an owner-occupied mixed cattle and sheep farm of 253 ha.  The existing beef 
fattening herd is comprised of a mix of traditional hardy breeds – White Park, Blue 
Greys, Belted Galloway and, Highland.  Around 55 calves are purchased for fattening 
each year.  Between 20 to 30 Swaledale and Cheviot cross lambs are also purchased 
for fattening each year.   In 2002, 20 Belted Galloway calves were purchased for 
fattening under the scheme, with a further 17 purchased in 2003. 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 2002/03 2003/04 
Cattle  2317 7160 
Sheep  -1336 1440 
Misc Grants & Subsidies 45325 38975 
Misc Output  500 500 
TOTAL OUTPUT 46806 48075 
VARIABLE COSTS   
Feed: Purchased Concs 18630 19081 
Fertiliser  3180 0 
Vet & Med  3088 6115 
Other Livestock Costs 360 1396 
TOTAL VARIABLE COSTS 25258 26592 
FIXED COSTS   
Labour : Paid (inc casual) 0 0 
               Unpaid (inc F & S) 14400 14400 
Power and Machinery Costs: 23810 34260 
Occupiers Repairs 12678 0 
Rent & Rates (Inc Imputed) 8855 8855 
General Farm Costs: 5669 5475 
TOTAL FIXED COSTS 65412 62990 
M.I.I.  -43864 -41507 
Plus Unpaid Labour (F & S) 14400 14400 
NET FARM INCOME -29464 -27107 
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Farm 6    
 
Farming system description 
This is a 430 ha dairy and cattle and sheep farm.  The dairy herd is comprised of 
Holstein/Friesian breeds and the sheep flock of Swaledale and North Country 
Cheviot.   In 2003, 20 Luing cattle were introduced under the scheme onto the farm’s 
fells.   
 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS  2003/04 2004/05 2005/06
Cattle   0 0 1405 
Sheep   0 0  
Misc Grants & Subsidies  19500 11300 10060
Misc Output   0 0 0 
TOTAL OUTPUT  19500 11300 11465
VARIABLE COSTS     
Feed: Purchased Concs  0 0 0
          Other Feed  0 0 0
          Grazing/Agistment  0 0 0
Seed   0 0 0 
Fertiliser   0 0 0 
Sprays   0 0 0 
Vet & Med   175 175 225 
Other Livestock Costs  21 23 83
TOTAL VARIABLE COSTS 196 259 308
FIXED COSTS     
Labour : Paid (inc casual)  0 0 0
               Unpaid (inc F & S) 0 0 210
Power and Machinery Costs: 0 0 0
Occupiers Repairs  0 0 0
Rent & Rates (Inc Imputed) 0 0 0
General Farm Costs:  0 0 0
TOTAL FIXED COSTS  0 0 210
M.I.I.   19304 11041 10947 
Plus Unpaid Labour (F & S) 0 0 210
NET FARM INCOME  19304 11041 11157
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Farm 8  
 
Farming system description 
This is a 307 ha dairy and sheep farm.   It went out of dairying in 2005/06 and has 
started building up a beef cattle enterprise.  The farmer provides the cattle to a partner 
sheep farmer.   The sheep farmer removed 60 ewes and replaced them with 12 
Highland cattle, purchased in 2004 under the scheme.  
 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 2002/03 2003/04 
Cattle   0 0 
Sheep   20842 53343 
Other Livestock 57151 140688 
Misc Grants & Subsidies 15031 13300 
Misc Output   104698 85910 
TOTAL OUTPUT 197722 293241 
VARIABLE COSTS     
Feed: Purchased Concs 39469 53874 
          Grazing/Agistment 9107 5062 
Fertiliser   11761 13786 
Vet & Med   8291 11727 
Leased Quota 0 160 
Other Livestock Costs 34720 3262 
TOTAL VARIABLE COSTS 103348 87871 
FIXED COSTS     
Labour : Paid (inc casual) 0 0 
               Unpaid (inc F & S) 55500 55500 
Power and Machinery Costs: 82379 96720 
Occupiers Repairs 19560 17913 
Rent & Rates (Inc Imputed) 19875 20842 
General Farm Costs: 10352 15920 
TOTAL FIXED COSTS 187666 206895 
M.I.I.   -93292 -1525 
Plus Unpaid Labour (F & S) 18500 18500 
NET FARM INCOME -74792 16975 
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Farm 9 
 
Farming system description 
This is a 323 ha sheep farm with a flock of 390 ewes.  In 2004, 20 Belted Galloway 
cows were purchased under the scheme, replacing 100 ewes. 
 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 2002/03 2003/04 2004/05 2005/06 
Byproducts & Forage   0 0 0 250 
Cattle   0 0 600 6600 
Sheep   41709 24677 49322 21659 
Misc Grants & Subsidies 5667 11599 12970 46481
Misc Output   9108 25662 50146 2625 
TOTAL OUTPUT 56484 61938 113038 77615
VARIABLE COSTS       
Feed: Purchased Concs 9374 6794 6500 6140
          Other Feed 0 301 301 992
Seed   0 0 0 4873 
Fertiliser   0 1410 1410 220 
Sprays   0 31 0 170 
Vet & Med   3296 2537 2500 2686 
Other Livestock Costs 3114 4234 5150 7019
TOTAL VARIABLE COSTS 15784 15307 15861 22100
FIXED COSTS       
Labour : Paid (inc casual) 0 0 0 120
               Unpaid (inc F & S) 21750 22500 22859 24464
Power and Machinery Costs: 4883 4904 7033 6563
Occupiers Repairs 5702 5752 12829 10485
Rent & Rates (Inc Imputed) 3996 4996 6346 11685
General Farm Costs: 2513 2324 3559 3758
TOTAL FIXED COSTS 38844 40476 52626 57075
M.I.I.   1856 6155 44551 -1560 
Plus Unpaid Labour (F & S) 19575 20250 20534 22875
NET FARM INCOME 21431 26405 65085 21315
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Farm 10 
 
Farming system description 
This is a 330 ha tenanted cattle and sheep farm.  In 2004 the beef herd and sheep flock 
comprised of 28 suckler cows and 500 ewes.  In 2005, 15 Blue Grey cattle cows were 
introduced under the scheme, replacing 75 ewes. 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 1999/00 2000/01 2002/03 2003/04 2004/05 2005/06 
Byproducts & Forage 0 0 -150 400 -1400 -120 
Cattle   19966 12783 17003 15018 28500 14756 
Sheep   21797 3844 34805 58879 42238 35802 
Misc Grants & Subsidies 16584 0 19303 18342 19982 49263 
Misc Output   650 0 685 550 500 600 
TOTAL OUTPUT 58997 16627 71646 93189 89820 100301 
VARIABLE COSTS            
Feed: Purchased Concs 8169 0 14461 13278 12395 15036 
          Other feed 0 0 0 0 0 1598 
Grazing/agistment 3763 0 3380 2112 1956 1992 
Seed  0 0 0 0 0 210 
Fertiliser   641 0 1360 777 0 801 
Sprays   81 0 136 118 310 0 
Other Crop Costs 260 0 123 37 44 45 
Vet & Med   3619 0 1832 2250 4805 2747 
Other Livestock Costs 3415 0 5525 4965 4641 6565 
TOTAL VARIABLE COSTS 19948 0 26817 23537 24151 28994 
FIXED COSTS            
Labour : Paid (inc casual) 50 0 0 0 0 0 
               Unpaid (inc F & S) 22500 0 29000 30500 33595 42410 
Power and Machinery Costs: 10095 0 5193 17070 16857 16993 
Occupiers Repairs 1992 0 2305 799 1368 367 
Rent & Rates (Inc Imputed) 6736 0 5750 6949 7848 8108 
General Farm Costs: 5866 0 6654 5287 7341 6424 
TOTAL FIXED COSTS 47239 0 48902 60605 67009 74302 
M.I.I.   -8190 16627 -4073 9047 -1340 -2995 
Plus Unpaid Labour (F & S) 15000 0 15000 16000 20320 21205 
NET FARM INCOME 6810 16627 10927 25047 18980 18210 
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Farm 11 
 
Farming system description 
This is a mixed cattle and sheep farm, which has recently expanded from 101 ha to 
280 ha increasing its beef herd size between 1999 to 2004 from 100 to 142 suckler 
cows and sheep flock from 276 to 305 ewes.   In 2005, 25 hardy suckler cows and 7 
calves were introduced under the scheme, replacing 150 ewes. 
 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 1999/00 2001/02 2002/03 2003/04 2004/05 2005/06
Byproducts & Forage 800 -3700 0 1000 0 0
Cattle   72446 77267 80898 89962 98521 56029 
Sheep   16704 17083 18418 24664 28780 18726 
Other Livestock 675 1332 0 0 0 0
Misc Grants & Subsidies 0 20646 18262 18739 16427 73596
Misc Output   8309 13033 14851 8074 6725 5331 
TOTAL OUTPUT 98934 125661 132429 142439 150453 153682
VARIABLE COSTS            
Feed: Purchased Concs 14953 15663 14761 16839 21532 18809
          Other Feed 3198 2680 1852 3669 3864 4300
Seed   0 0 0 148 0 0 
Fertiliser   3950 3628 3300 3880 3799 2020 
Sprays   582 341 285 822 1253 0 
Other Crop Costs 40 41 92 935 133 0
Vet & Med   1164 1696 1524 1741 2768 2016 
Leased Quota 0 0 0 0 0 0
Other Livestock Costs 3968 714 1762 2081 3306 3366
TOTAL VARIABLE COSTS 27855 24763 23576 30115 36655 30511
FIXED COSTS            
Labour : Paid (inc casual) 0 0 0 0 0 0
               Unpaid (inc F & S) 23000 26500 27000 27000 28445 28836
Power and Machinery Costs: 17077 10426 16273 12574 13381 11758
Occupiers Repairs 983 2228 652 462 791 5147
Rent & Rates (Inc Imputed) 9500 23600 24000 25700 25000 25000
General Farm Costs: 5706 6090 5251 5718 6160 6598
TOTAL FIXED COSTS 56266 68844 73176 71454 73777 77339
M.I.I.   14813 32054 35677 40870 40021 45832 
Plus Unpaid Labour (F & S) 17000 14500 15000 15000 15320 15639
NET FARM INCOME 31813 46554 50677 55870 55341 61471
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Farm 12 
 
Farming system description 
This is a 204 ha tenanted cattle and sheep farm that has slowly intensified since 2001.  
Suckler cow numbers have increased from 30 to 35 cows between 2001 and 2004 and 
ewes from 340 to 455 over the same period.  In 2005, 18 Welsh black cattle and 17 
calves were introduced under the scheme, replacing some of the ewes. 
 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 2001/02 2002/03 2003/04 2004/05 2005/06
Byproducts & Forage 0 100 -100 -75 0
Cattle   25421 26901 33758 21706 9549 
Sheep   24986 34463 40157 45408 32141 
Misc Grants & Subsidies 16425 19813 14328 23642 42767
Misc Output 500 528 2848 500 505
TOTAL OUTPUT 67332 81804 90991 91181 84962
VARIABLE COSTS          
Feed: Purchased Concs 8612 13794 12292 12121 10975
          Other Feed 0 320 825 0 1369
Grazing/agist 0 936 0 510 660
Seed   0 0 462 102 180 
Fertiliser   0 552 4200 4007 1193 
Sprays   79 0 297 227 294 
Other Crop Costs 0 0 51 4 39
Vet & Med 1229 2279 2966 2092 2487
Leased Quota 0 450 0 0 0
Other Livestock Costs 6940 1719 6062 7991 8658
TOTAL VARIABLE COSTS 16860 20050 27155 27054 25855
FIXED COSTS          
Labour : Paid (inc casual) 456 0 0 384 0
               Unpaid (inc F & S) 14740 16135 16770 18430 18965
Power and Machinery Costs: 15428 10376 12544 13390 21841
Occupiers Repairs 0 3278 877 3876 3372
Rent & Rates (Inc Imputed) 10678 10312 12163 12332 12353
General Farm Costs: 3910 2650 2868 4538 8643
TOTAL FIXED COSTS 45212 42751 45222 52950 65174
M.I.I.   5260 19003 18614 11177 -6067 
Plus Unpaid Labour (F & S) 14740 16135 16770 18430 18965
NET FARM INCOME 20000 35138 35384 29607 12898
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Farm 13 
 
Farming system description 
This is a 307 ha dairy and sheep farm.  The sheep flock expanded from 2002/3 to 
2003/4 from 499 ewes to 823 ewes.   In 2005, 22 Luing cattle were purchased under 
the scheme, replacing 110 ewes.   Two farmers work in partnership one providing the 
cattle and the other the grazing land.   
 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 2002/03 2003/04 
Cattle   0 0 
Sheep   20842 40402 
Other Livestock 57151 140688 
Misc Grants & Subsidies 15031 13300 
Misc Output 104698 85910 
TOTAL OUTPUT 197722 280300 
VARIABLE COSTS     
Feed: Purchased Concs 39469 53874 
          Grazing/Agistment 9107 5062 
Seed   0 0 
Fertiliser   11761 13786 
Sprays   0 0 
Vet & Med 8291 11727 
Leased Quota 0 160 
Other Livestock Costs 34720 3262 
TOTAL VARIABLE COSTS 103348 87871 
FIXED COSTS     
Labour : Paid (inc casual) 0 0 
               Unpaid (inc F & S) 55500 55500 
Power and Machinery Costs: 82379 96720 
Occupiers Repairs 19560 17913 
Rent & Rates (Inc Imputed) 19875 20842 
General Farm Costs: 10352 15920 
TOTAL FIXED COSTS 187666 206895 
M.I.I.   -93292 -14466 
Plus Unpaid Labour (F & S) 18500 18500 
NET FARM INCOME -74792 4034 
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Farm 15 
 
Farming system description 
This is a 143 ha dairy and sheep farm.  In 2002 the farm had 400 ewes, but none in 
2004.  The farm is building up a suckler herd and in 2004/05 had 25 suckler cows and 
heifers.  In 2005, 10 Galloway cows were purchased under the scheme. 
 
 
Net Farm Income (£ per farm) 
ENTERPRISE OUTPUTS 2003/04 2004/05 2005/06 
Byproducts & Forage 0 0 0 
Cattle  0 0 600 
Sheep  15049 20640 13182 
Other Livestock 0 0 0 
Misc Grants & Subsidies 14576 9653 22746 
Misc Output  350 320 2664 
TOTAL OUTPUT 29975 30613 39192 
VARIABLE COSTS       
Feed: Purchased Concs 3088 2290 2667 
          Other Feed 0 0 0 
          Grazing/Agistment 0 0 0 
Seed  0 0 0 
Fertiliser  0 0 0 
Sprays  0 0 0 
Other Crop Costs 0 0 0 
Vet & Med  1156 1992 2084 
Leased Quota 0 0 0 
Other Livestock Costs 573 791 1195 
TOTAL VARIABLE COSTS 4817 5073 5946 
FIXED COSTS       
Labour : Paid (inc casual) 0 0 0 
               Unpaid (inc F & S) 6750 6750 6750 
Power and Machinery Costs: 7275 7752 15292 
Occupiers Repairs 1874 129 253 
Rent & Rates (Inc Imputed) 8955 9000 9000 
General Farm Costs: 2977 2748 2738 
TOTAL FIXED COSTS 27831 26379 34033 
M.I.I.  -2673 -839 -787 
Plus Unpaid Labour (F & S) 6750 6750 6750 
NET FARM INCOME 4077 5911 5963 
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Appendix 2 – Partial Budgets 
 
Farm Model 1 
 
Scenario 1a  
Additional costs £ Additional returns £ 
Cattle purchased: £13000   15 hardy suckler cows at gm 

£296/cow 4440 
Interest 13000 x 10% 1300     
        
Cattle transport 250     
Water capital item       
Depreciation 1276 x 10% 128     
Interest 638 x 10% 63.8     
Reduced returns   Reduced costs   
75 ewes at gm £56/ewe 4200 Ewes sold:   
    Interest 4200 x 10% 420 
        
A. Total additional costs and 
reduced returns 

5941 B. Total additional returns and 
reduced costs 

4860 

Net change in income (B minus A) -1081 
    

 
 
Scenario 1b 
Additional costs   Additional returns   
Cattle purchased: £13000   15 hardy suckler cows at gm 

£263/cow 3945 
Interest 13000 x 10% 1300     
        
Cattle transport 250     
Water capital item       
Depreciation 1276 x 10% 128     
Interest 638 x 10% 64     
Reduced returns   Reduced costs   
75 ewes at gm £56/ewe 4200 Ewes sold:   
    Interest 4200 x 10% 420 
        
        
A. Total additional costs and 
reduced returns 

5941 B. Total additional returns and 
reduced costs 

4365 

Net change in income (B minus A) -1576 
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 Scenario 2a 
 
Additional costs £ Additional returns £ 
Cattle purchased: 26000   30 suckler cows at gm £296/cow 8880 
Interest 26000 x 10% 2,600     
        
Cattle transport 250     
Water capital item       
Depreciation 1276 x 10% 128     
Interest 638 x 10% 64     
Adaptation of livestock buildings 2,500     

Reduced returns   Reduced costs   
150 ewes at gm £56/ewe 8,400 Ewes sold:   
    Interest 8400 x 10% 840 
        
A. Total additional costs and 
reduced returns 

13,941 B. Total additional returns and 
reduced costs 

9720 

Net change in income (B minus A) -4,221 
    

 
 
Scenario 2b 
 
Additional costs   Additional returns   
Cattle purchased: 26000   30 suckler cows at gm £263/cow 7890 
Interest 26000 x 10% 2,600     
        
Cattle transport 250     
Water capital item       
Depreciation 1276 x 10% 128     
Interest 638 x 10% 64     
Adaptation of livestock buildings 2,500     

150 ewes at gm £56/ewe 8,400 Reduced costs   
    Ewes sold:   
    Interest 8400 x 10% 840 
        
A. Total additional costs and 
reduced returns 

13,941 B. Total additional returns and reduced 
costs 

8730 

Net change in income (B minus A) -5,211 
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Farm Model 2 
Scenario 1a 
 
Additional costs £ Additional returns £ 
Cattle purchased £14459:  24 suckler cows at gm 

£259/cow 6216
Interest 14459 x 10% 1,446   
      
Water bowser     
Depreciation 2500 x 10% 250   
Interest 1250 x 10% 125   
Cattle handling pens 383   
      
Reduced returns  Reduced costs  
120 ewes at gm £32/ewe 3,840Ewes sold £7440:  
   Interest  744
      
A. Total additional costs and 
reduced returns 

6,044B. Total additional returns and 
reduced costs 

6960

Net change in income (B minus A) 916
    

 
 
Scenario 1b 
 
Additional costs £ Additional returns £ 
Cattle purchased £14459:  24 suckler cows at gm £190/cow 4560
Interest 14459 x 10% 1,446   
      
Water bowser     
Depreciation 2500 x 10% 250   
Interest 1250 x 10% 125   
Cattle handling pens 383   
120 ewes at gm £32/ewe 3,840Reduced costs  
   Ewes sold £7440:  
   Interest  744
      
A. Total additional costs and 
reduced returns 

6,044B. Total additional returns and 
reduced costs 

5304

Net change in income (B minus A) -740
    

 



 80 

Scenario 2a 
 
Additional costs £ Additional returns £ 
Cattle purchased £28918:  48 suckler cows at gm £259/cow 12432
Interest 28918 x 10% 2,892   
      

Water bowser     
Depreciation 2500 x 10% 250   
Interest 1250 x 10% 125   
  

Cattle handling pens 383   
  

Additional forage purchased 1,000   
  

Additional cattle shed     
Depreciation 10000 x 10% 1,000   
Interest 5000 x 10% 500   
Reduced returns  Reduced costs  
240 ewes at gm £32/ewe 7,680Ewes sold £14880:  
   Interest  1488
      

A. Total additional costs and 
reduced returns 

13,830B. Total additional returns and 
reduced costs 

13920

Net change in income (B minus A) 90    
 
 
Scenario 2b 
 
Additional costs £ Additional returns £ 
Cattle purchased £28918:  48 suckler cows at gm £259/cow 12432
Interest 28918 x 10% 2,892   
      

Water bowser     
Depreciation 2500 x 10% 250   
Interest 1250 x 10% 125   
  

Cattle handling pens 383   
  

Additional forage purchased 1,000   
  

Additional cattle shed     
Depreciation 10000 x 10% 1,000   
Interest 5000 x 10% 500   
Reduced returns  Reduced costs   
240 ewes at gm £32/ewe 7,680Ewes sold £13640:   
   Interest  1488 
       

A. Total additional costs and 
reduced returns 

13,830B. Total additional returns and 
reduced costs 

10608 

Net change in income (B minus A) -3,222    
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 Farm Model 3  
 
Scenario 1a 
 
Additional costs £ Additional returns £ 
Cattle purchased £12310  20 suckler cows at gm 

£255/cow 5100
Interest 12310 x 10% 1231   
      
Transport costs  450   
      
Reduced returns  Reduced costs  
100 ewes at gm £41/ewe 4100Ewes sold £1346:  
   Interest £1346 x 10% 135
      
A. Total additional costs and 
reduced returns 

5781B. Total additional returns and 
reduced costs 

5235

Net change in income (B minus A) -546
    

 
 
Scenario 1b 
 
Additional costs £ Additional returns £ 
Cattle purchased £12310  20 suckler cows at gm £220/cow 4400
Interest 12310 x 10% 1231   
     
Transport costs  450   
      
Reduced returns  Reduced costs  
100 ewes at gm £41/ewe 4100Ewes sold £1346:  
   Interest £1346 x 10% 135
      
   B. Total additional returns and 

reduced costs 
4535

A. Total additional costs and 
reduced returns 

5781
    

Net change in income (B minus A) -1246
  

 



 82 

Scenario 2a 
 
Additional costs  Additional returns  
Cattle purchased  40 suckler cows at gm £255/cow 10200
Interest 24620 x 10% 2462   
     
Transport costs 450   
Additional forage purchased 1,000   
      
Reduced returns  Reduced costs  
200 ewes at gm £41/ewe 8200   
   Ewes sold :  
   Interest £2692 x 10% 269
      
A. Total additional costs and 
reduced returns 

12112B. Total additional returns and 
reduced costs 

10469

Net change in income (B minus A) -1643
    

 
 
Scenario 2b 
 
Additional costs  Additional returns   
Cattle purchased  40 suckler cows at gm £220/cow 8800 
Interest 24620 x 10% 2462    
      
Transport costs 450    
Additional forage purchased 1,000    
       
Reduced returns  Reduced costs   
200 ewes at gm £41/ewe 8200Ewes sold :   
   Interest £2692 x 10% 269 
       
   B. Total additional returns and 

reduced costs 
9069 

A. Total additional costs and 
reduced returns 

12112
    

Net change in income (B minus A) -3043
  

  


