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1 Introduction

1.1 Background

The commissioning, by Taste of the West and Cornwall Agricultural Council
(CAC) in 2003, of a study to better characterise the Cornish food economy’
was an important development in the recognition of the significance of the
food economy to the county. The study signalled the lack of readily available
data describing the scale and operation of the Cornish food sector. An
improved understanding of the size, structure and operation of the food
economy was essential to help policy makers and associated support
structures assist businesses in Cornwall to identify and grasp opportunities
associated with creating value in the food chain.

Since the original report was published it has become increasingly clear that
participation in the supply chain and the production and processing of food
rather than raw materials will become an ever more important part of the
survival of the agricultural sector. Moreover, it can be argued that that the
South West Region generally and Cornwall in particular, is well placed for its
primary producers, food processing and manufacturing sector to create and
reap the benefit of this value. With its miles of rugged coastline and mild
climate Cornwall is unique amongst the counties of Great Britain. Even for
those who have not visited Cornwall, the name itself conjures up strong
images and this, in past, has assisted the development of ‘the Cornish brand’;
a brand associated with heritage and quality. Cornish provenance is taking on
an ever increasing value as a badge of quality.

The period since the publication of the original report has seen a number of
initiatives which have both contributed to, and are a reflection of, an emerging
Cornish food culture and food economy. For instance, the so called ‘Rick
Stein effect’ (recently enhanced by the opening of a Padstow restaurant by
four former Gordon Ramsey protégés) combines with the ‘Tate St Ives effect,
‘The Eden effect’ and most recently the ‘Jamie Oliver experience’ at Fifteen
Cornwall. Collectively, the impact on extending the visitor season and a
commitment to sourcing and publicising locally produced food has aided the
development and growth of direct supplies and is contributing to the local food
culture of the county. The Eden Project, for instance, spends some 80% of its
catering budget with food and drink suppliers in Cornwall®. In addition, new
developments such as Fifteen Cornwall (and other high quality restaurants)
are leading to a improved and high quality skills base.

Other significant developments such as the Cornish Food Programme, which
currently spends £300,000 on the direct sourcing of Cornish food for the Royal
Cornwall NHS trust, demonstrate the increasing range of opportunities for
local food producers. Central to the continuation and development of this
initiative is the central food production unit which will go online in 2007 and

' See Reed et al Food Production, Distribution and Processing in Cornwall and the Isles of
Scilly.
However, it is not clear what proportion of the food and drink is of Cornish provenance.
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see spending on locally sourced food increase to £450,000 pa. It is estimated
that the Cornish Food Programme has resulted in a reduction of food miles of
over 3116,000 pa with eggs, for instance, now travelling a maximum of 25
miles®.

While much of this has been achieved through the drive and enthusiasm of
entrepreneurs, food processors, processors, chefs and others associated with
the agri-food sector, public policy has also played an important enabling role.
In particular, Cornwall has seen significant benefits arising from Objective One
status and, closely associated with this, the strategic vision adopted by CAC.
The vision, to which CAC and its partners are committed is to see Cornwall
transformed into the UK’s exemplar agri-food centre of excellence
characterised by: Innovative companies; Added value; Competitive advantage
and an Environmental economy. It is this vision and the associated strategic
goals, which have directly influenced many of the recent developments in the
Cornish food economy. For instance, recently completed research
commissioned by GOSW (Whitehead and Baker, 2006) indicates that
Objective One funding has been a significant stimulus to investment in the
food and non-food processing sectors with the Objective One grant typically
accounting for a third of the total value of the investment. Moreover, Objective
One aid was associated with significant additionality effects; promoting
investment that would not have otherwise taken place or would have taken
place on a much reduced scale and/or over a longer period of time.

Food businesses in Cornwall have also benefited from the activities of
organisations such as Cornwall Taste of the West, Organic South West and
Business Link. In addition, and believed to be unique in the UK, the Gatsby
Foundation* is funding an Agri-food Innovation Service post at Duchy College
which is designed to address the key business needs critical in fostering a
strong, viable, and sustainable Agri-Food sector within Cornwall and to
facilitate the engagement between industry and academic institutions to
improve innovation within the sector. These needs include: access to new
technologies, assistance with product and supply chain development,
technical solutions to regulatory issues, bespoke workforce development and
training, and access to processing equipment that will enable least-cost
manufacturing of high quality value-added products.

At the same time, significant developments in the near future such as the
proposed Waitrose Cornish Food Hall, the £4.7m investment in the Agri-Food
Innovation Centre® at Duchy College and, possibly in the longer term, a flour
mill, point to the continuing importance and growth of the Cornish food sector.
Nevertheless, the business implications of a peripheral location, a limited year
round local market and access to supplies of inputs and skilled labour can all
pose a challenge to Cornwall’s food businesses.

% Heath, personal communication.

* One of the Sainsbury Family Charitable Trusts.

® This will be a hub for all Agri-Food activities at the college and will provide an important
resource for delivering relevant education and business support as the sector evolves.
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1.2 Aims, objectives and methodology
Against this background, this project had the following aims and objectives:-

1 Repeat the methodology of 2003 in order to:
i. Complete a comparative analysis of the current position of the industry
by sector.
ii. Make revised estimates on the scale of the Cornish Food Industry.
iii.  Reflect upon factors that have affected the change.
iv.  Revisit the sectoral analysis to see if the identified opportunities still
exist and if trends in their exploitation are emerging.

2 Attempt to better define the input and output volumes and values
associated with key Cornish Food Chains.

To quote the original report, “this research has not been easy”. Although the
food economy of Cornwall has developed rapidly in the last 3 years, data is
still hard to come by. Although we have made extensive use of Defra data
and have been supplied with data from other sources®, many of the figures
are derived from estimates and calculations and the necessary caveats are
detailed in the accompanying text and tables.

The information in this report has been collected from a variety of sources
including a literature review, published data and interviews with business
owners and operators. At the outset we attempted to contact and interview
the same 35 food producers and processors that were interviewed for the
2003 project. As before, some of these individuals proved very difficult to track
down and interview, not least because many are busy running successful and
demanding businesses. Inevitably we have had some outright refusals, some
cases where people have been travelling on business for extended periods
and a few instances where the business is no longer operating. The research
team conducted in excess of 35 interviews comprising a mixture of repeat
interviews with the same business/individual as in 2003 and new interviews
with a mixture of new businesses in an attempt to improve coverage of
specific sectors (e.g. marine fisheries). The businesses interviewed employ
374 FTEs’. A total of 25 interviewees were willing and able to disclose the
turnover of their business, some £31.85m. Additional information has been
supplied by many of those involved in supporting the development and
operation of particular sectors such as marine fisheries and the organic
sector.

The remainder of this report is divided into sections as follows: The first
provides an overview of some of the key socio-economic characteristics of
Cornwall and the Cornish food economy, and explores the economic
contribution of the sector through revenue generation and employment
creation. Sections 3 to 6 consider primary food production including the dairy
sector, marine fisheries, horticulture, the meat sector and poultry. The growth

® E.g. Cornish Horticultural Enterprises and the Sea Fish Industry Authority (Seafish).
’ Full Time Equivalents, a standardised means of expressing employment where 1 full-time
post =1 FTE, 1 part-time post = 0.5 FTE and 1 causal post = 0.3 FTE.

3



and significance of the organic food sector is discussed in section 7 and
section 8 describes the processed food sector within Cornwall. The final
section considers recent trends and outlines the value of some of the key food
chains in the county.



2 Socio-economic profile and overview of the
Cornish food economy

2.1 Background

The Cornish food economy does not exist in isolation from the rest of Cornish
society. Much of what makes Cornwall the distinctive place that it is, and that
attracts millions of visitors each year, provides the context in which the
Cornish food economy has developed. The granting of Objective One status
in 1999 is recognition of the particular economic and social challenges that
Cornwall faces but other developments, such as continued in-migration, the
rise in property prices and the significant challenges facing agriculture both
provide the context for, and exert an influence on, the food economy of
Cornwall.

2.2 Population and place

Cornwall and the lIsles of Scilly is England’s second largest county (354,920
hectares) and has the longest coastline of any county in England (697 km). In
physical terms, Cornwall is one of the most isolated areas of the country. The
nearest major urban centre outside of the county (Plymouth) is 125km (78
miles) from Penzance, while London is 450km (280 miles) away. There is no
single dominant major urban centre in Cornwall and the nine main towns are
spread throughout the County. In 2004 the population of the county was
517.5 thousand (0.57% of the UK total), most of whom live outside of the main
urban centres, and with just 1.5 people per hectare Cornwall has the second
lowest population density in the South West. Collectively, these characteristics
contribute to a distinctive culture and high quality environment. At the same
time, the remoteness of Cornwall reinforces its strong sense of place and
identity.

The population of Cornwall has changed significantly since the 1970s. Since
1971 in-migration has seen the population increase by over one third. Indeed,
at one time Cornwall was one of the fast growing counties in England.
Contrary to popular belief, most in migrants are not retirees: Two thirds of the
inward migrants to Cornwall have been people of working age although those
most likely to leave in search of work are those in their upper teens and 20s.



2.3 Economy, employment and skills

In 2004 Cornwall’s Gross Value Added® (GVA) was £5,885.6m and while GVA
per head was only 66% of the national figure this represents a significant
increase since 1999. Moreover, according to one commentator “The Cornwall
economy has comfortably outperformed the national economy over the
decade” (Nankivell, 2005). Despite this performance, based on a number of
indicators, the Cornish economy still ‘lags’ behind the national economy.

Unemployment rates have generally fallen in recent years and in May 2005
unemployment stood at 1.8% compared to 2.3% for GB as a whole. Despite
low levels of unemployment, however, low wage levels for those in
employment is associated low household income. In 2002 average weekly
earnings for all adults in Cornwall were £348 compared to £377 for Devon,
£422 for the SW region and £465 for GB as a whole. In other words, Cornish
earnings were 25% less than national weekly earnings. Taking all of the
Cornish population into account, income per head in 2004 was only 66% of
the national figure. This difference can be largely explained by differences in
key employment characteristics: Cornwall has more women employees, more
part-time employees and more self employed (see Table 2.1). Each of those
groups is associated with lower earnings.

Not only have unemployment rates fallen, but the ten years to 2004 saw
almost 40,000 extra jobs created in Cornwall with a growth rate of 2.6 per
annum. As can be seen from Table 2.2, the primary industries have all been in
decline while distribution, business services, education, and social and
community work have driven the rise in job numbers.

Table 2.1: Key employment characteristics: Cornwall and England
compared

Cornwall 2004 National 2004
Per capita income £11,373 £17,270
% gap with national 65.9 N/a
Women as % of total employees 53.5 48.8
Pert-time as % of total employees 40.1 25.8
Services as % of total employees 81.9 85.8
Self-employees as % of total labour force 22.9 12.8
Labour force as % of total population 447 47.5
Labour force per capita income £25,423 £36,408
% gap with national 69.8 N/a

Source: Nankivell, 2005

® Distinct from the value of gross output, GVA is the value of goods and services after
deductions are made for the costs of immediate purchases. As such it would be expected for
GVA values to be less than gross output values.
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Table 2.2: The structure of Cornish employment 1994-2004

1994 2004 Change % change

(No) (No) 1994-2004 pa
Agriculture, forestry & fishing 4,396 3,459 -937 -2.4
Mining & quarrying 2,820 1,483 -1,337 -6.2
Electricity, gas & water 1,298 641 -657 -6.8
Construction 5,116 7,103 1,988 3.3
Manufacturing 16,987 19,501 2,514 1.4
E)(;Fs);r;guhon (wholesale, retail & 25,701 37.696 11,995 39
Hotels & catering 16,746 20,906 4,161 2.2
Transport & communications 6,577 7,544 967 1.4
Business services 13,552 17,584 4,032 2.6
Public administration 7,815 9,300 1,485 1.8
Education 10,876 19,344 8,469 5.9
Health 12,829 14,406 1,578 1.2
Social & other community work 13,391 18,697 5,306 3.4
Total 138,102 177,664 39,562 2.6

Source: Nankivell, 2005

24 Housing

The boom in property prices has had a pronounced effect on the local
economy. Figures from Proviser indicate that the average house price in
Cornwall in 2006 was almost 280% above that of 1995 (Figure 2.1).
Moreover, as Figure 2.2 indicates, during the early part of this decade
average house prices in Cornwall were rising more rapidly than in England
and Wales as a whole and by 2003 the average house price was greater in
Cornwall than the national average. Given the generally low wage economy of
the county, these property price rises are likely to reinforce contemporary
patterns of out-migration by young people. They are also likely to create an
important new sector in the Cornish population of in-migrants looking for a

different lifestyle in Cornwall.



Figure 2.1: Trends in average property price in Cornwall (1995-2006)

Price Change since Jan-Mar 1995 in
Comwall and Isles of Scilly - All Properties
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Figure 2.2: Property price trends: Cornwall and England and
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2.5 The Agricultural Economy

This is not the place for a detailed analysis of recent trends and prospects for
Cornish agriculture (which is deserving of a report in itself), rather this section
highlights some of the forces which are shaping the opportunities and
challenges facing Cornish farmers and, in doing so, highlights the importance
of producing food rather than just raw (food) materials.

At times it can seem that UK agriculture lurches from one crisis to another;
BSE, FMD, an agricultural recession associated with sterling/euro exchange
rates (i.e. a strong pound), and depressed world prices have promoted much
speculation that agriculture was somehow on the brink of precipitous change.
Then, following the Mid-Term review of the CAP, January 2005 saw the most
radical reform to agricultural policy in post-war history in the form of the
introduction of the Single Farm Payment® (SFP). Evidence to date suggests
that the latest round of CAP reforms have failed to usher in a period of rapid
and radical restructuring although further change to the sector seems
inevitable in the medium and longer term.

In 2005 Total Income From Farming'® (TIFF) was estimated to be 40% higher
than the low point of 2000 but 11% down on the previous year. Whilst year-to-
year fluctuations are common, the long term trend for farm incomes is
downwards (see Figure 2.3). Defra’s own projections for farm incomes show
a slight upturn by 2010 (see Figure 2.4) but these projections are subject to
“very broad margins of uncertainty” and do not take into account system
shocks such as disease outbreak or extreme weather conditions.

Figure 2.3: The long term pattern of farm incomes in the UK (TIFF in real
terms, index 1985=100)

300

200
150

100

50

0 T T T T T T T T T T T 1
1973 1976 1979 1982 1985 1988 1991 1994 1997 2000 2003 2006 2009

Source: Mclnerney, 2006.

o Although almost universally known as the Single Farm Payment, Defra use the term Single
Payment Scheme.

1% Total Income From Farming represents business profits plus income to farmers, partners,
directors and others with an entrepreneurial interest in the farm business.
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Figure 2.4: Long term trends and projects in farm incomes
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The downward trend in Figures 2.3 and 2.4 reflects agriculture’s declining
contribution to the nation’s income. It is estimated that in 2005 agriculture
contributed just 0.6% to national GVA, while the figure for Cornwall was 2.8%
(Defra 2006b & unpublished Defra data). The agri-food sector, on the other
hand, accounted for 8.7% of total national GVA. To put this in context, total
spending on food and drink in 2004/05 was £154 bn. Of this, the GVA of
primary production by farmers was £5.2 bn. In other words, “the bulk of the
economic value of food production comes after the farm gate” (Mclnerney,
2006). This economic value is created by transforming raw materials into food.
Faced with declining incomes, but with a very powerful commitment to ‘staying
on the farm’, more and more farmers are seeking to capture some of this
added value for themselves. Of course, this is not the only route to survival.
Others have embraced a wide range of diversified activities in increasingly
large numbers. The key is to accept that producing raw materials is not likely
to yield a large income and to seek additional means of income generation.
This is nothing new for farming. Farmhouse cream teas were available to
visitors on Exmoor in the 1930s and there is evidence that those who survived
the depression of the ‘30s were more likely to operate diversified farm
businesses (Gasson 1988). What is new however, is the multiple demands
placed on the countryside for good food (of traceable provenance),
biodiversity, recreational access and so on. In a county such as Cornwall, the
prospects for effectively exploiting these demands are considerable. Such
reorientation is not without risk (and attendant support needs) but as the
following section shows, Cornwall has a thriving and growing food economy
and there are many opportunities for further development.
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2.6 The Cornish food economy

For the purposes of this report the Cornish food economy is defined as
comprising primary producers (farmers, growers and fishermen who grow
crops, raise animals or catch fish) and those who process food. Some of
these will be processing products from within Cornwall but others will be
importing food products from all over the world and processing them in the
county. Although the retail sector is clearly an important element of the wider
food economy it is not considered as a specific sector in this report.

As with the original research, a full picture of the Cornish food economy is
beyond the scope of this study. In order to fully address the complexity of the
contemporary food economy such an analysis would have to take into account
the diverse range of services provided across a wide range of businesses
(e.g. those who provide the chemicals used to grow the crops, the IT
specialists who keep the production lines running, the engineers who service
machinery and equipment, through to the photographers who specialise in
food). The sheer complexity of these interconnections defies concise analysis
and was beyond the time and financial resources available to the research
team. Instead, the analysis of the food economy presented here takes a slice
through various sectors, revealing the profiles of the businesses involved and
their links in the food chain. From this point it is then possible to develop a
more generaliseable account of the various sectors of the food economy.
Whilst it is recognised that this approach produces a more limited picture than
if every link in the contemporary food chain had been traced and analysed, it
nevertheless provides an illuminating map of the Cornish food economy in
2006.

2.7 Characteristics of the Cornish Food Economy

There are many ways of calculating the value of the Cornish food economy. In
1998 the total value of the food economy was estimated to be worth £800
million per annum to Cornwall’'. In 2003, the original report by the CRR
indicated that the Cornish food economy was worth in excess of £1 billion per
annum. More recently, research undertaken for the Cornish Local Intelligence
Network indicates that the farm gate value of agricultural output was
approximately £175m in 2004 and that the GVA of the food and drink sector
was £186m in 2003.

Differences between alternative estimates can be accounted for by the use of
different indicators (e.g. GVA compared to turnover), differences in definitions
of what is and is not included in the sector and differences in the minimum
size of business included. For instance, the GVA estimates reported above
are for business that are VAT registered and/or PAYE registered. While the
VAT threshold is relatively small in terms of turnover (£56,000), we have
interviewed self-employed individuals running businesses with a turnover
below the VAT threshold so it is likely that the GVA figures are an
underestimate of total business activity.

A figure calculated by Prosper in 1998.
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Current estimates derived for this report using the same methodology'? as in
2003 suggest that in 2005/06 the Cornish food economy is worth in excess of
£1.5 billion. Clearly this figure must be treated with some caution and requires
explanation. The following tables and accompanying text attempt to do this
and include important ‘health warnings’ where we have concerns about the
data.

The food processing and manufacturing sector is the most economically
important sector in the Cornish food economy and, as our estimates show, is
worth at least £900 million (see Table 2.3). As Table 2.3 indicates, the sector
is dominated by a small group of very large processors and manufacturers
who supply the national and international market. Equally, although they draw
in supplies and services from across the UK, their direct and indirect
contribution to the Cornish economy through sourcing, employment and
services is considerable. These major processors alone directly employ well in
excess of 2,850 people in Cornwall. In addition, in one sense, all of these
processors supply the local food economy in Cornwall as their products are
stocked by all the major multiple retailers and many other large retail stores.
Within the diverse sector of food and drink processing and manufacturing,
meat aqg meat products account for 50% of output followed by baked goods
at 31%.

Table 2.3: Major food processors and manufacturers with operations
in Cornwall 2004/05

Company or Group Turnover
Dairy Crest Group UK £887 million’
Davidstow plant £170 million®
Samworth Brothers UK £375 million
Ginsters £140 million
Kensey Foods £45 million
Tamar Foods £50 million?
Roach Foods £250 million
St Merryn Meat £318 million

" Consumer food segment of business only
2 Estimated figure
Source: various websites, annual reports and personal communications.

'2 Based on a combination of turnover values for the processing and manufacturing sector,
farm gate/fish landing values, valued added in the fish sector and estimated tourist spend on
food and drink. Clearly, it would be possible to refine and add to the range of sectors and
types of spending used to calculate the value of the Cornish food economy. This report has
employed the same approach as the 2003 report to allow a direct comparison but any future
studies could consider incorporating data from additional sources such as smaller processing
businesses, estimates of the retail value of food consumed by residents and the contribution
of public procurement initiatives.

'® Nankivell, 2006.
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In terms of primary production, the most important sector of the Cornish food
economy is that of agricultural production which is estimated to be worth at
least £199.4 million in terms of farm gate prices'* (see Table 2.4). The
agricultural sector is highly diverse being numerically dominated by a large
number of very small business while the bulk of production is in the hands of
relatively few medium and larger scale businesses.

Table 2.4: Monetary value of the different agricultural sectors in
Cornwall: 2001 & 2005 compared

Value to Cornwall Value to Cornwall

Produce

2001 2005
Arable crops £900,000 1% £1,700,000 1%
Potatoes £10,100,000 6% £11,300,000 6%

Horticulture £18,500,000  11% £19,700,000 10%
£29.500,000  17% £32,700,000 16%

Beef £31,600,000  18% £39,900,000  20%

Dairy £92,300,000  53% £96,700,000  48%

Sheep £10,100,000 6% £10,000,000 5%

Pigs £5.400,000 3% £6,700,000 3%

Poultry £5.600,000 3% £13,400,000' 7%
£145,000,000  83% £166,700,000  84%

Total Value of Farm £174,500,000 100% £199,400,000  100%

Source: calculations based on multiple data sources

'This figure should be treated with some caution. It is based on a mixture of 2004 and 2005
data and, due to a reduced number of responses to the DEFRA June Agricultural Survey,
may be an overestimate of the size of the Cornish poultry sector. Also see comments in
section 6.11.

Although not included in the calculation of the monetary size of the Cornish
food economy'® it is nevertheless interesting to consider the level of farm
incomes in the county. As Figure 2.5 indicates, in terms of Net Farm Income
(NF1)'® Cornish agriculture generated £56m'’ in 2005 including £0.52m in NFI
for the Isles of Scilly. Comparing these figures with the value of farm gate
sales and then the turnover of food the major processors it is quickly apparent
that farming is the ‘poor relation’ of the wider food and drink sector.

' Whilst we are confident that this is a reasonable estimate, these figures should be treated
with some caution as they are based on Farm Gate values calculated using UK national
averages on an area basis. Actual farm gate prices received in Cornwall may differ from
national averages.

'® There would be an element of double counting as the farmgate value of produce is already
included in the calculation.

'® NFl is the reward to the farmer and spouse for their own manual labour and management
together with a return on the tenant type capital they have invested within the business (i.e.
excluding capital tied up in land and buildings which is regarded as landlord-type capital).

' This figure has been calculated using the CRR Farm Incomes Model. It is based on the
number of farms in each farm type category and their respective area. The model has been
calibrated to take into account multiple holdings and other known issues with Defra data.
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Figure 2.5: Net Farm Income in Cornwall and loS, 2005
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Source: CRR Farm Income Model

Collectively in 2005 these farm businesses employed 2,544 individuals in a
mixture of full and part time positions as farm managers and other farm
employees. June survey data indicates that there were 1,381 casual workers
employed in 2005. To this can be added a further 10,417
farmers/directors/partners/spouses. Although some of these businesses have
international links, the majority are embedded in the Cornish and, more
generally, the regional economy. Within Cornish farming the most important
sector, in terms of its economic contribution, is the dairy sector which, as well
as accounting for close to half of the total value of farm gate sales, is also the
foundation of one of the major food processors (Davidstow) and a wealth of
smaller businesses. The Davidstow Dairy Crest plant is supplied by over 500
local farms.

Alongside farming, marine fisheries is the next most important element in
terms of primary production. During 2005 12,493 tonnes of fish were landed in
Cornwall from over 40 different species, caught by a wide variety of means
and by a diverse range of boat sizes. Although economically the most
important form of fishing is beam trawling, Cornwall also has boats
specialising in netting, potting and hand-line fishing. The total value of the
landed catch in 2005 was just over £26.5m. GVA in the merchant, processing
and distribution sectors is likely to be in the region of £8m while turnover is
estimated at £36m. The top 20 species by value account for 92% of the total
value of fish landed in 2005. As the largest port, Newlyn accounts for
approximately 74% of the landed value of fish followed by Looe and Falmouth
(both with approximately 11% of the value of the catch) and then Padstow
with 6%. The bulk of the catch (70%) is exported out of the county and most
also goes out of the country. Thus, Cornwall’s marine fishery sector is an
important earner of export income.
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Finally, although certainly not last in terms of value, it is important to consider
the retail and hospitality sector. This sector is the most complex and opaque
area to analyse as it includes both the permanent population of Cornwall and
the visitor population. That said, just focusing on the tourist sector, in 2004
Cornwall benefited from 22.5 million tourist nights associated with a spend of
£1,232 million. Within the SW region as a whole, 21% of the total tourist
spend in 2004 was on food and drink. Assuming this proportion also holds
true for Cornwall then tourists spent in the region of £259 million on food and
drink in 2004.

Before considering each of the main food sectors in detail in the remainder of
the report, a further indication of the vibrancy of the Cornish food economy is
provided by an analysis of the number of listings in the annual Cornwall Food
Finder Directory (published by Cornwall Taste of the West and Cornwall
Enterprise). Although the publication is relatively new, as Figure 2.6 indicates,
the total number of entries has grown rapidly. 2006 saw an increase in those
leaving, although this was more than offset by the number of new entries and
a marginal increase in those renewing their entry. These aggregate figures
mask a complex pattern of change in individual sectors (see Appendix 1 for
further details). The growing number of entries in the Food Finder, it can be
argued, reflect a process which is attempting to reverse the ‘placelessness’ of
food and to harness the potential social, economic and environmental benefits
of the greater localisation of food supply.

Figure 2.6: Entries in Cornwall Food Finder 2003-2006'
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'Excludes entries in the following categories: supporting businesses; finance and legal;
marketing, PR and printing; training.
Source: Cornwall Food Finder, 2003, 2004, 2005, 2006.
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3  The dairy sector'®

3.1 Milk and milk products

Thanks to the largely warm wet climate with short winters, grass grows almost
throughout the year — certainly for eleven months of the year, therefore
dairying is the most important form of primary agriculture producing some of
the finest dairy products, many of which are emblematic of Cornwall. Few
visitors will leave Cornwall and the Isles of Scilly without a Cornish cream tea
or a Cornish ice-cream or, more likely today, having tasted a piece of Cornish
cheese. The dairy sector as a whole exhibits a mixture of all the dynamic
changes taking place within the market place. For instance, some dairy
farmers and milk processors are expanding and growing, whilst others are
concentrating on processing their own range of products as well as making a
more positive inroad into the growing ingredients market. Although many
farmers are ceasing milk production altogether, actual milk production is
increasing, thus illustrating the opportunities for more investment at the
production level. Indeed, recent surveys by Barclays and by the Milk
Development Council (MDC 2006) point to the intention of already large dairy
producers to continue to invest in and expand their businesses. As our
findings make clear, this is a highly dynamic area of food production.

3.2  Structure of the sector

Milk producers in Cornwall and Devon are following the rest of the UK in
increasing herd size at the expense of the actual number of registered
producers. As Table 3.1 indicates, over the five years to March 2006 Cornish
registered dairy quota holders have declined by 30% to 714 holders and this
trend shows no immediate sign of slackening. In Devon, the decline has been
at an even faster rate at 32%. However, although the number of quota holders
has declined the quota volume held within each county has increased
significantly, demonstrating the change from small dairy farms into holdings
with over 2m litres of annual quota. In Cornwall the quota held has increased
by 5.9% to 542,062,297 litres pa., whereas, in Devon it has increased by 3.0%
to 969,274,619 litres pa. The difference is illustrated by the change in the
number of producers with more than 2m litres of quota. In Cornwall the
increase has been by 58% to 41 dairy farmers, in Devon the increase has
been by 40% to 62 producers. The further concentration of production in the
hands of fewer, larger producers is quire clear from Table 3.2. In the year
ending March 2003, 42% of Cornwall’s milk supply came from producers with
over 1m litres of quota whereas in the year commencing April 2006, the figure
is likely to be 53%. Devon shows a very similar trend with 39.6% to March
2003 and 49.3% forecast for April/March 2007.

'® Additional background data for this and the following sections can be found in Appendix 2.
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Table 3.1: Dairy production in Cornwall and Devon compared
Cornwall - Quota held and leasing data 2002/03 to 2006/07 *

Permanent Net Leased In Leased Out

Q Year | No Amount No Amount No | Amount No | Amount
2002/03 | 1,026 | 511,698,868 | 876 528,922,906 | 423 | 74,256,479 317 | -56,598,131
2003/04 | 786 530,959,027 | 809 525,186,752 | 279 | 32,694,855 295 | -36,394,644
2004/05 | 752 532,689,973 | 766 507,421,359 | 56 | 6,112,082 136 | -25,617,507
2005/06 | 714 539,747,231 | 728 538,395,352 | 39 | 7,198,071 19 | -6,273,027
2006/07 | 714 542,062,297 | 714 542,062,297 | 0 0 0 0

Devon - Quota held and leasing data 2002/03 to 2006/07 *

Permanent Net Leased In Leased Out

Q Year No Amount No Amount No Amount No Amount

2002/03 | 1,868 | 941,374,979 | 1,548 | 953,521,581 | 746 | 157,319,783 | 613 | 133,041,155
2003/04 | 1,387 | 946,215,922 | 1,422 | 961,530,997 | 559 | 80,100,451 463 | -61,884,542
2004/05 | 1,321 | 967,456,582 | 1,346 | 950,165,547 | 139 | 24,775,071 171 | -38,296,324
2005/06 | 1,263 | 964,779,528 | 1,278 | 974,287,139 | 96 34,049,871 44 | -38,220,781

2006/07 | 1,263 | 969,274,619 | 1,263 | 969,274,619 | 0 0 0 0
* Figures for 2006/07 are the position at the start of the quota year.
Source: RPA

The Cornish dairy industry has been very successful in attracting Objective
One funds over the five year period 2001 to 2006. Manufacturers and
processors have already invested or have contracted to invest over £71m of
which over £18m has come from the Objective One programme. Most of the
investment has been made in processing capacity, much of which will come
on stream over the next three years which will improve the demand for raw
ex-farm milk. Within these figures is the proposed investment to be made by
the Dairy Collect Scheme which helps milk producers to improve on farm milk
storage and in some cases farm yards and roadways.

As Table 3.3 indicates, there is a significant concentration of dairy cows in
Cornwall compared to the national figure. That said, and in line with national
trends, the total size of the Cornish dairy herd is in a decline in terms of the
actual number of animals, with a 16% fall in between 2001-2005. Figure 3.1
demonstrates that this is part of a longer-term pattern of decline in the number
of dairy animals over the past 20 years although, on average, these losses
have been offset by the increase in the volume of production per animal.
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Table 3.2: Size structure of dairy production: Cornwall and Devon compared

Cornwall - Number of Holdings with Net Quota within a given range 2002/03 to 2006/07 *

10k to 100k 100k to 250k 250k to 500k 500k to 1M 1M to 2M Over 2M
Q Year | No Volume No Volume No | Volume No | Volume No | Volume No | Volume
2002/03 | 41 2,260,508 146 25,859,904 28