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RURAL DEVELOPMENT COMMITTEE

AGENDA

8th Meeting, 2001 (Session 1)

Tuesday 20 March 2001

The Committee will meet at 1.45 pm in the Chamber, Assembly Hall, The Mound,
Edinburgh.

1. Lines of Questioning (in private): The Committee will consider lines of
questioning to the Minister for Rural Development.

2. Items in Private: The Committee will decide whether to take items 9 and 10 in
private.

Not before 2.15 pm

3. Foot and Mouth Disease: The Committee will take evidence from—

Ross Finnie (Minister for Rural Development).

4. Report on the Impact of Changing Employment Patterns in Rural Scotland:
The Committee will take evidence on the Executive’s initial response to the
Committee’s report from—

Ross Finnie (Minister for Rural Development).

5. Rural Scotland – A New Approach: The Committee will take evidence on the
report from—

Ross Finnie (Minister for Rural Development).

6. Subordinate Legislation: The Committee will consider the following negative
instrument—

The Highlands and Islands Agricultural Processing and Marketing Grants etc.
(Scotland) Regulations 2001 (SSI 2001/40).

7. Less Favoured Areas: The Committee will consider the following negative
instrument—

The Less Favoured Area Support Scheme (Scotland) Regulations 2001 (SSI
2001/50).

http://www.scotland-legislation.hmso.gov.uk/legislation/scotland/ssi2001/20010040.htm


The Committee will also consider written evidence from the National Farmers
Union of Scotland, the Scottish Landowners Federation and the Scottish Crofters
Union.

8. Invitation to Food Standards Conference: The Committee will consider
whether a Member from the committee should attend this conference.

9. Work Programme: The Committee will consider its work programme.

10. Budget 2002-03: The Committee will consider the terms of reference for the
Budget adviser.

Richard Davies
Clerk to the Committee

The following papers are relevant to this meeting:

Agenda Item 1: Lines of Questioning:
A briefing note will follow for Members only.

Agenda Item 3: Minister for Rural Development:
Papers from CoSLA, the National Farmers Union for Scotland, the Scottish Landowners
Federation and the Scottish Crofters Union are attached.

Agenda Item 4: Report on the Impact of Changing Employment Patterns in Rural Scotland:
Press releases issued by the Convener and the Minister are attached for information

Agenda Item 6: Subordinate Legislation:
SSI 2001/40 and the Executive briefing note are attached.
The Subordinate Legislation 11th Report which deals with this instrument is also
attached.

Agenda Item 7: Less Favoured Areas:
SSI 2001/50 and the Executive briefing note are attached.
The Subordinate Legislation 12th Report which deals with this instrument will be forwarded
when published.
Written evidence submitted by the Scottish Landowners Federation, the National Farmers
Union of Scotland are attached (We are still awaiting the response from the Scottish Crofters
Union).
SPICe paper entitled Support for Agriculture in Less Favoured Areas (LFA) is also attached

Agenda Item 8: Invitation to Food Standards Conference:
Members are asked to bring an invitation which was circulated on 14 March (Clr 14).

Agenda Item 9: Work Programme:
A paper from the Clerk is attached for members only.

Agenda Item 10: Budget 2002-03:
A paper for Members only will follow.

http://www.scottish.parliament.uk/whats_happening/news-01/crur01-002.html
http://www.scotland.gov.uk/news/2001/01/se0181.asp
http://www.scottish.parliament.uk/official_report/cttee/subord-01/sur01-11-01.htm


Submission
Date : 22 February 2001
To : Rural Development Committee
From : Sarah Bradburn
Direct dial : 0131 472 4015
E-mail address : sarah.bradburn@nfus.org.uk

RURAL SCOTLAND - A NEW APPROACH

Background

The Scottish Executive published “Rural Scotland – A New Approach” on 22 May 2000.  Their
stated vision for rural Scotland is as follows:
•  Integral to Scotland’s success, dynamic in harnessing its traditional strengths and with an

appetite for change.
•  Providing opportunity for our young people – so they don’t have to leave to get on.
•  Offering a high quality of life to all its citizens, with access to services.
•  Sustaining and making the most of its natural and cultural heritage.

The Union believes that agriculture will play a crucial role in achieving this vision.  Agriculture
is not only a key industry in rural Scotland, but farmers, crofters, their employees and their
families are active members of rural communities.

The Union’s forward strategy for Scottish agriculture is attached for information and
addresses many of the ways agriculture can play its role in achieving the Scottish Executive’s
vision for Rural Scotland.

Financial Crisis in Scottish Agriculture

Agriculture is in its sixth recession, with an estimated total income from farming in 2000 of
only £228 million, according to SERAD figures.  We estimate that in real terms, this is a drop
of over two-thirds from farming income level in the 1970s and a quarter from the 1980s.

The average net farm income on Scottish farms in 2000/01 was £3,800, last year the figure
was £3,900 and previously £5,200.  Consecutive years of unsustainable farm incomes causes
serious structural damage to agriculture and the rural economy.

Rural Scotland and Agricultural Businesses

Rural Scotland is not a single entity.   The problems and drivers of the economy differ.   But
agriculture is significant.   The reliance on the agriculture industry for employment and wealth
creation assumes far greater significance in many rural areas than its contribution to Scottish
GDP would first imply.   The sector is a vital component for sustaining a large number of
indirect and induced employment opportunities and a key determinant for the basic economic
health of some areas.   On average the primary sector which agriculture is the principle
component accounts for 12 per cent of rural employment.



Rural Scotland: Employment All Scotland: Employment
Numbers % Numbers %

Agriculture & fishing 65,000 11.8 81,000 4.0
Energy & water 4,000 0.8 25,000 1.2
Manufacturing 84,000 15.1 338,000 16.6
Construction 31,000 5.5 110,000 5.4
Services 372,000 66.8 1,479,000 72.8
Total 556,000 100 2,033,000 100.0

     Source: Scottish Economic Report, Employment in Rural Scotland

Linkages with the Rest of the Economy

Not only does agriculture support many jobs directly, some 60,000 on farm jobs, but it
provides a large number of indirect and induced employment opportunities.   Input-Output
tables measure the downstream effect of increase in output and employment in different
sectors in the economy.   Agriculture ranks very highly in the effects of changes in it output
and employment on other sectors of the economy.

Type 2 Multipliers

Output Income Employment
INDUSTRY GROUP multiplier rank multiplier rank multiplier rank
Agric, For, Fish 2.14 1 3.18 1 2.38 4
Mining 1.78 8 1.96 5 2.73 2
Manufacturing 1.59 10 1.72 9 1.89 7
Energy and Water 1.93 6 2.43 2 2.64 3
Construction 2.05 2 2.28 3 1.92 6
Trans & Comm 2.05 3 1.87 7 1.41 9
Distn & Catering 1.96 5 1.74 8 3.25 1
Fin & Business 1.77 9 1.91 6 1.98 5
Public admin etc 1.85 7 1.30 10 1.39 10
Other services 2.00 4 1.99 4 1.69 8

Sector Dependency and Regional Impact

Variations exist between rural areas on their dependency on agriculture as a creator of wealth
and jobs.  These differences arise from such factors as the local resource base and
characteristics like peripherality.   In particular the Highlands and Islands of Scotland have a
high reliance on primary sector employment.   Variations within the Highlands and Islands
mean that there is a clear distinction to be made between the mainland and the Islands.   For
example a third of the total employment in the Western Isles is agriculturally dependent.

In addition, different regions of Scotland are dependent on different types of agricultural
production.  Dairy and cereal production is the most regionally concentrated.   In these
sectors funds paid out are likely to significantly boost the rural economies of the areas
concerned to a greater extent than the sum of money involved would suggest.

•  85% of Scottish dairy farms are located in the south-west of Scotland.



% of Scottish dairy holdings
South West Regions
− Dumfries & Galloway 31
− Ayrshire 26
− Clyde Valley 19
− Argyll & Bute 7
− East Central 2
Rest of Scotland 15

•  82% of the cereal area of Scotland is located in the North east and South East

% of Scottish holdings % of Scottish cereal area
North East 33 32
South East 32 50

Labour Efficiency and Size Efficiency

The ability for Scottish agriculture to cut labour and enlarge is limited.   A large number of
farm businesses operate with the farmer as the only full time employee with contract labour
brought in to assist with specific tasks.   Where there are other employees in addition to the
farmer these employees tend to number 1 or 2.   Only 200 farm units in Scotland employ
more than 7 people.

There has been a significant change in the structure of agricultural employment.
Mechanisation and productivity improvements in the UK primary sector now means it is in
employment terms, one of the smallest in the European Union.   It is likely there will be more
contraction in employment through depressed demand and low farm gate prices.

There has been a shift from full time to part-time jobs and replacement of conventional hired
labour with family work and contract labour, brought in to assist with specific time bound
tasks.   Agriculture labour productivity in Scotland has been increasing at 3.5 per cent per
annum over the last 25 years much of it associated with these changes.   Significant growth in
employment opportunities in agriculture can not be expected

Every two years Grampian Enterprise commissions research into current and future labour
market trends in the City of Aberdeen and Aberdeenshire.   It concluded that by 2003 the
number of full–time farmers could drop by 20 per cent.   If this were to occur across Scotland
of the 22,500 farm businesses in Scotland some 4,500 farm businesses could be expected to
close.

The economic impact on rural communities who rely on agriculture as the primary creator of
wealth would be very serious.  Direct government intervention alongside continued managed
change by individual businesses in the sector can still avert a disaster.



Initial Reaction on Publication
As an initial comment, the SCU did not consider "Rural Scotland - A New Approach" to have
much in the way of new/material content when it was published. We considered it more a
reiteration of political intent from the Executive, rather than a document of substance for
future rural policy development. As such, we have tended not to give the document much
weight in subsequent work. It is effectively an expensive "glossy" that promises much by way
of content, but delivers little.
In fairness, the late First Minister does say in his foreword that "this document is the
beginning, not the end" - although we are not at all convinced that it measures up to his claim
also that "it sets out, for the first time, a vision of the rural Scotland we want to see".
Consultation/SNRP
Given the document was given much weight by the Executive as a "new approach" for rural
issues, we were very disappointed in the extremely limited/belated scope offered for
commenting or influencing the document's content. This is in contrast to the inclusive process
that lead to "Towards A Development Strategy for Rural Scotland" that the Scottish Office
published in August 1998.
The SCU is a member of the Scottish National Rural Partnership (SNRP), which supposedly
exists to assist SERAD and the Minister with the development of rural policies (and their
integration). Most members of the SNRP felt aggrieved by the token opportunity for
Partnership members to input to the document - a case of "far too little far too late" as it was
an impossible timetable to meet, and the document was virtually finalised by the time its was
circulated.
It would be fair to say that the SNRP has in fact proved very frustrating and unproductive for
member organisations (incl. SERAD, rural quangos, CoSLA, SCU, NFUS and SLF) in recent
years. However, since late summer 2000 there has been a new sense of purpose within
SNRP, and we believe its new Chair is keen to see the partnership assuming a more pro-
active role. We believe that it would be very useful for your committee to discuss the future
role of the SNRP as it relates to the Executive - and indeed to the Parliament.
Lack of Integration
We believe the "New Approach" document fails to integrate the many aspects of the
Executive's work on rural issues. This is a key issue that remains to be addressed. The
document itself discusses issues very much in narrow "sectoral boxes", without viewing
matters as a whole from the perspective of those living in the rural areas. SERAD has a "rural
policy" function, that we believe should fulfil this role, but it seems this part of the executive's
operations is not being allowed the influence it should have in other areas - such as
agricultural or environmental policy
This is a very big issue for the Executive, and is illustrated particularly well by the Less
Favoured Areas Support Scheme debacle. Perhaps because the scheme was drawn up by
long-serving agricultural staff, this supposedly rural development scheme failed to
accommodate the broader rural dimensions required by the European regulation. While the
text of the Scottish Rural Development Plan talked much of the handicaps of remoteness, the
actual mechanisms proposed for its LFA Support Scheme entirely failed to take these into
account. Issues such as the constraints on market opportunities, the lack of services, the
additional transport costs on inputs and outputs, the key role of agriculture to these
communities etc are not taken into account in the scheme.
Likewise, we believe the case for crofting and indeed for small-scale agricultural enterprises is
readily made on broader rural development grounds. And, indeed, the Executive and its Rural
Development Minister claims to believe this. However, the Executive takes no account of the
inevitable "diseconomies of small scale" in when deciding its agricultural policies, detailed
support schemes and service charges. Applying standard costs and support levels
irrespective of scale of operation effectively penalises the smaller scale operator.
Although the Executive and Minister did consider exempting smaller scale producers from
both the top-slicing of direct aid payments (so-called "modulation"), and last year's cuts in
Suckler Cow Premium quota, at the end of the day this was not done. Likewise, the LFASS
does not band compensatory payments according to scale of operation. The whole UK
"modulation" proposals are in fact in our view totally out of line with the spirit of the European
proposals, which were clearly aimed at ensuring that a disproportionate amount of support did
not go to larger enterprises.



Another case in point is the lack of integration between the Executive's environmental and
agricultural sides. There appears to be very little by way of linkages between those
developing policies within SNH and SERAD for agri-environment matters, SSSIs or on the
provision of conservation advice. This is reflected also in the SERAD views on crofting
legislation, where the undoubted environmental benefits of crofting agriculture do not appear
to feature in the Executive's thinking for future crofting legislation.
Agricultural Strategy
The SCU believes that the Executive was wrong to call its current strategic exercise an
Agricultural Strategy as agriculture tends to mean simply the food chain/industry, which
cannot be divorced from broader rural issues. Whether the Scottish Agricultural Strategy
Steering Group has managed to embrace fully the non-market public benefit products of
agriculture (eg socio-economic and environmental), and integrate these into its strategy
remains to be seen. Whatever Agricultural Strategy the Minister and his Executive come up
with, it is vitally important that the ensuing debate at all levels explores these issues fully.
Customer-Focus
SERAD needs to become more customer-focused, and start examining the impact of its
proposed policies through viewing them from the perspective of example
households/businesses. We know that the flawed LFASS scheme was designed by simply
looking at average figures for massive regions, rather than at the impact on a diverse range of
example farms/crofts. Likewise, when the Executive endorses additional charges on crofters
or the industry (eg SEPA groundwater, NoSWA water charges, meat inspection charges etc),
they do not stop to think through how these will impact together - particularly on the smaller
enterprises or the more remote areas.
Staff Development
What farmers and crofters are able to do is determined largely by the policies, and resulting
support and regulatory frameworks, set by SERAD officials - rather than market requirements.
Just as SERAD is rightly imploring farmers and crofters to take on a broader perspective and
range of life skills, this should apply equally to Executive staff who have the responsibility to
provide the policies and support/regulatory framework to facilitate the changes rural Scotland
must address. We suggest that the Executive must therefore ensure that its staff do not
continue to operate from their own narrow sectoral perspectives, and are enabled and trained
to take on a wider, rural perspective.
Apologies again for the rushed nature of the response, but I trust that your members will find
the above stimulates some thoughts and debate when you come to discuss "Rural Scotland -
A New Approach". As a final comment, I would suggest that this May 2000 document has to
some extent been overtaken by events, and that discussion should perhaps centre on the
processes and issues it raises, rather than detailed content of the document itself.
Yours sincerely,
Rory Dutton
R Dutton, Director, Scottish Crofters Union, Old Mill, Broadford, Isle of Skye, IV49 9AQ
Tel. 01471 822529 Fax. 01471 822799
Email: crofters.union@talk21.com Website: www.scu.co.uk

mailto:crofters.union@talk21.com
http://www.scu.co.uk/
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SCOTTISH CROFTERS UNION

Summary Submission To The Rural Development Committee’s Inquiry Into Support For
Agriculture In The Less Favoured Areas

19 March 2001

We understand that the Committee’s investigation is focussed very much on the Executive’s current Less
Favoured Areas Support Scheme (LFASS), and has the following as its objectives:

• Identify problems with the scheme and make recommendations as to how these could be resolved
• Investigate the need to increase the scope of the scheme
• Identify whether the current allocation of support to farmers in LFA’s is adequate.
• Consider the Less Favoured Areas Support Scheme (Scotland) Regulations 2001 (SSI 2001/50).

The inquiry is therefore a forward looking exercise and, as such, we do not intend commenting at length on the
process leading up to the current proposals. We feel bound to highlight, however, that this process was entirely
unsatisfactory and many of the scheme’s failings could have been avoided had external expertise been brought in
to assist SERAD with the early design of the scheme, had there been an adequate consultation process with the
industry, and had the Executive a better working relationship with the staff of the European Commission. The
Executive would do well to review the scheme’s development process and learn the lessons from it.

1  Implementation of LFASS

The LFASS has very much been evolving as it is being implemented, and we do not believe that SERAD even
now has a good feel for how the scheme will ultimately pan out in terms of total spend or pattern of spend
between areas and holding types. For all we know it may substantially under-spend, and producers may in fact
end up due a supplementary payment.

As the scheme is reliant on the mechanisms and processes for existing support scheme (eg IACS, SAPS, SCPS),
we know that there will be an ongoing refinement of many claims to more accurately reflect the land and the
stocking on it. These include correcting the respective areas of rough grazing and improved pasture, the re-
classification of holdings as “Moorland” or “Upland”, amending the livestock numbers recorded through SAPS and
SCPS forms to take account of over-quota numbers (for stocking density calculations), the formalising of informal
land use arrangements and the shares in common grazings. How the scheme will ultimately pan out on a national
scale will therefore become much clearer after the year 2001 ICAS forms have been submitted and analysed.

That said, we believe that a number of issues and problems requiring addressing can be clearly identified at this
stage, and SERAD must rapidly develop solutions to these.

2  Overall Approach

The LFASS exists to ensure that we have agricultural activity in naturally disadvantaged areas where agriculture
has a key role to play in sustaining fragile rural economies, and maintaining valuable biodiversity and landscapes
– yet where agriculture would not prove feasible in the absence of such support. It provides payments to farmers
and crofters in the LFA to compensate them for the low productivity and additional costs they face, thereby
making them better able to compete with farmers in more favoured parts.

Support levels must therefore, according to the EC regulation, relate to and be differentiated according to the
relative degree of natural disadvantage faced by agricultural enterprises. These factors of disadvantage generally
relate to climate, land quality and location, either individually or combined, directly or indirectly. The following table
is provided to illustrate the range of issues, but does not claim to be exhaustive:

Climate rainfall -  total & pattern
temperature (altitude, latitude, wind-chill)
exposure to wind & salt spray

Land Quality soil type / pH
aspect

shorter growing season
low productivity of grazing
inability to produce winter keep
limited range of enterprises and production options
risk of production failure
need for livestock shelter
costs of production
physical obstacles ( water-logging, gradient, rockiness)

Location distance from service and market centres
whether on main haulage route
frequency/cost of ferry service
local economy dependence on agriculture

high cost of inputs, services and sales
limited availability and range of  services and supplies
limited marketing options (price-takers)
limited other income opportunities

At no point has SERAD fully explained or fully justified its rates of payment to the SCU - or indeed, we
understand, to the Commission. We believe that SERAD has simply endeavoured to replicate the payment
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pattern of the former HLCA scheme, in the belief that this was the best available indicator of the level of
compensation required to maintain agriculture in the LFA.  A number of issues immediately arise as a result of
this approach:

a) Setting payment levels based on the previous (production support) scheme is not permitted by the EC. Both
the EC Regulation and the Department’s own Rural Development Plan for Scotland emphasise that this is a
rural development scheme that aims to address the natural handicaps faced by agriculturalists in the LFA,
and not simply an agricultural production support scheme.

b) The former HLCA scheme did not in fact provide for an adequate targeting/differentiation of support levels to
take account of the very wide range in disadvantage across Scotland. This is evidenced by the migration of
sheep and cattle from the more remote and poorer North West Highlands and islands to the lower and better
ground.

c) In the event, SERAD has in fact failed to come up with a scheme that does reflect payment patterns under
the former HLCA scheme. By testing all their development work on large area averages (eg HIE area “C”),
rather than looking at the repercussions for a wide range of crofting/farming situations, SERAD has failed to
anticipate the impact of the scheme at an individual farm level.

3 The Issue of Remoteness

SERAD’s Rural Development Plan for Scotland majored in its text for the LFASS on “a fourth important factor” of
“remoteness from the main population centres” (in addition to climate, topography, latitude/altitude). This
particular element plays a key role in the SERAD submission’s convincing argument for LFA support for Scotland.
Some quotes from the Rural Development Plan illustrate the point:

• “….helps sustain rural communities in some of the most remote areas where alternative land uses or job
opportunities are scarce”

• “agriculture is particularly important in the three island areas (Orkney, Shetland, Western Isles), the part-
time nature of activity there dovetailing with other aspects of pluri-activity.”

• “much of the population of the LFA …. - particularly those farming in the more mountainous and island
communities – are badly disadvantaged by the impact  of remoteness of their businesses”

However, there is absolutely no element within the current scheme that can allow for “the fourth important factor”
of remoteness” to be taken into account in setting the rate of compensation. The HLCA scheme, on which the
LFASS is founded, is based essentially on numbers of animals and physical production handicaps, and does not
take remoteness into account. The delivery framework employed, namely the decades-old classification of
holdings according to their potential to grow winter-keep, is similarly production-based. We essentially have a
scheme therefore that is a traditional agricultural production support scheme rather than the rural development
support scheme that it should be. This has lead not unsurprisingly to accusations that SERAD in fact secured EC
approval of its LFASS scheme under false pretences.

Given this avoidance of the issue of remoteness (which is a far wider issue than simply the cost of transport) in
the Executive’s thinking, it is hardly surprising that our own member feedback has highlighted that some of those
most heavily penalised are in the most remote and disadvantaged crofting areas.  Areas here include (not
exclusively) some of the most disadvantaged from a rural development viewpoint, including islands such as Tiree,
Islay, North Uist, Skye and Shetland.

Back in December the Rural Development Minister admitted to Parliament (7 December) that his scheme has
failed the more productive parts of these remote areas. He went on to state his intention to ensure that funding
made available through the reduction of the safety net “will be directed quite specifically to the most affected
areas, which include the crofting communities”. The SCU believes, however, that the Minister recognised then
only that the more productive areas were being penalised, rather than the major failure to take account of the
issue of remoteness.

Since then, comments by the Minister to the effect that the LFASS is not about supporting “intensive” production,
even in the remoter areas, has only confirmed that he has not fully integrating the “remoteness” aspect of the rural
development picture fully into his thinking on the LFASS. That said, he has recently talked about introducing
remoteness “add on” to the scheme, and the SCU will be pursuing this option vigorously.

3   Levels and Differentiation of Payments

The Rural Development Regulation stipulates that the LFASS must provide payments that are “sufficient in
making an effective contribution for existing handicaps”. The current LFASS scheme clearly fails to provide
adequate support to ensure the maintenance of agricultural activity in some of the most disadvantaged areas,
where the socio-economic (and environmental) arguments for the maintenance of agricultural activity are
strongest. This hardly surprising as there has been no attempt to quantify the overall impact of the broad range of
disadvantages that the scheme is supposed to address.

The regulation also stipulates that LFA support must be differentiated according to the “severity of permanent
natural handicap” and the “situation/development priorities particular to the region”. Likewise there has been no
attempt to quantify the relative degrees of handicap across Scotland, and the penalties associated with them. The
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SCU believes that the failure of the former HLCA Scheme to address these has only been exacerbated in many
cases with the current scheme.

4  Making Best Use of Available Budget

The SCU will of course campaign for an increased budget, but we are realistic regarding how much additional
budget may be secured. It is imperative, therefore, that the scheme makes best use of the available budget
through avoiding over-compensation and ensuring that the support is targeted according to relative handicap. A
combination of the following would achieve this:

i) Greater Differentiation of Support Within LFA
(see comments above)

ii) Avoidance of Over-compensation
It is a requirement of the regulation that over-compensation is avoided. This is also necessary to ensure that
the limited available budget is deployed to maximum effect. The current scheme clearly fails to avoid the over-
compensation of certain holdings. We believe that the intended protection, the minimum stocking densities,
has failed to prevent over-compensation in many cases because these are calculated on a whole-farm basis.
Had there been separate notional minimum stocking rates for “improved” and “rough grazings”, then this
would prevent the lowground stocking being spread over many hundreds of acres of moorland.

iii) Banding and Ceilings
The deployment of banding and ceilings in the LFASS, as in other regions, would help ensure that the limited
available budget was spent to maximum effect, and would also take account of the economies of scale. The
SCU firmly believes therefore that such a mechanism should be introduced to the LFASS, as the rural
development objectives of LFASS would be best met through ensuring first that the smaller producers are
adequately compensated. The current therefore scheme fails to take any account of the spirit of the EC
proposals on “modulation” of support (as distinct from the UK’s implementation of them).

iii) Extent of the LFA
We do not believe that Scotland’s current LFA area (much quoted as 83% of Scotland) can meet the criteria
for LFA status as defined in the EC regulation. As well as the more obvious criteria such as being “suitable
mainly for extensive livestock” , the LFA areas must also meet the following criteria:

• low/dwindling population predominantly dependent on agriculture
• in danger of abandonment of land use
• conservation of countryside necessary

The SCU believes there is a very strong need to redefine the LFA in Scotland, particularly give the shrinking
budget and the inability to adequately compensate the most disadvantaged areas. The LFASS has in fact had
the opposite effect of bringing areas previously deemed as “disadvantaged” (rather than “severely
disadvantaged”) into the mainstream “upland” classification.

5 Conclusions

The current scheme therefore fails to meet the requirements of the EC Regulation, and also fails to deliver what
the Scottish Rural Development Plan promised. This is essentially because SERAD endeavoured (relatively
bluntly and unsuccessfully using historical mechanisms) to replicate the support provided by the earlier Hill
Livestock Compensatory Allowance Scheme.

The above has attempted to explore the failings of the current scheme, and to suggest ways of improving the
effectiveness of Scotland’s LFA support scheme. The failings are fundamental, rather than simply requiring a
tweaking of the current scheme, although we may be able to introduce some “bolt-ons” to reduce the major
defects in advance of any major overhaul.

We are currently working closely with SERAD through the Less Favoured Areas Support Industry Group to
identify ways to improve the LFASS for both the short-term and long term. SERAD has commissioned MLURI to
examine alternative means to classify the production potential of the land, but it is absolutely crucial that such
work is taken forward in tandem with new work to bring in the broader rural issues such as remoteness into the
scheme.  We are hoping to secure a bolt-one “remoteness coefficient” in the short-term, until the scheme can be
more radically overhauled, and we are also hopeful that the stocking density loophole can be closed sooner rather
than later.



17 February 2001

Alex Johnstone MSP
Chairman of Rural Development Committee
Scottish Parliament
Edinburgh
EH99 1SP

Dear Alex

LESS FAVOURED AREAS SUPPORT SCHEME

Please find attached a copy of our submission to the Rural Development Committee on
the LFA Support Scheme, which I hope provides some useful background information
for the Committee.

Over 85 per cent of Scotland’s land is classified as Less Favoured Area, and carries 90
per cent of Scotland’s sheep and 84 per cent of the country’s beef cows.  Support for Less
Favoured Areas is of crucial importance to Scotland.

I would therefore like to brief the Committee personally on the issue of LFA support at
the earliest opportunity; to provide background to the implications of the current LFASS
on farms and to discuss ways forward for the Scheme.

I welcome the Rural Development Committee’s recognition of the importance of this
issue, and its willingness to be involved in the future development of the Scheme.

I look forward to hearing from you.

Yours sincerely

JIM WALKER



Briefing
Date : 14 February 2001
To : Scottish Parliament Rural Development Committee
From : Sarah Bradburn
Direct dial : 0131 472 4015
E-mail address : sarah.bradburn@nfus.org.uk

Less Favoured Areas Support Scheme

Background

The proposal to make radical changes to the provision of support for less favoured areas
(LFA) was first introduced by the European Commission in the Agenda 2000 negotiations at
the end of 1998.  Pressure from the World Trade Organisation (WTO) prompted the
introduction of a new Rural Development Regulation (EC 1257/1999) which requires
Member States to decouple LFA support from production and introduce an area-based system
of support.

The Scottish Office first consulted the Union on these proposals in March 1999 and our
initial response was submitted on 6 May 1999.  These views are summarised below and
remain as valid now as they did nearly two years ago.

•  The changeover to the new area-based system of support should avoid a redistribution of
support between areas, and a reduction in the level of support to individuals.

•  Farmers in the less favoured areas should continue to be substantially compensated for
the natural physical handicaps under which they operate.

•  The new area-based payment system should aim to allow LFA producers to stay in
business and be able to alter livestock management without risk to payments

New Scottish LFA Scheme

The details of a new scheme for Scotland first emerged at the end of August 1999, when the
Scottish Executive Rural Affairs Department (SERAD) consulted the Union on its proposed
three-tier LFA scheme.  This scheme focused on the role of livestock on each LFA holding
and proposed to allocate payments to producers on the basis of a points system, according to
the size and type of each livestock enterprise.

In our response of 29 September 1999, the Union highlighted a number of areas of concern;
including a) the potential dilution of payments to existing claimants, generated by the
inclusion of new livestock enterprises; and b) the proposal to introduce a degree of
compulsory environmental compliance.



The amended SERAD proposal was eventually submitted to the European Commission at the
beginning of 2000 but was rejected in April 2000 on the grounds of its proposed linkage to
livestock numbers.  The Scottish Executive was forced to go back to the drawing board, with
payment deadlines drawing nearer.

Emergency arrangements for Year 2000

By the end of 1999, it was apparent to officials in Brussels that Member States were
collectively struggling to find an early solution to a decoupled approach to LFA support.
With no Scottish scheme in sight, the NFUS joined forces with other COPA-linked countries
to lobby the Commission for an emergency solution for 2000 payments.

After months of intensive lobbying and negotiation, emergency legislation was eventually
established to permit a transitional arrangement for one year.  March 2000 payments, under
the transitional HLCA arrangements, were made on time to Scottish producers, at 1999 rates
which included a “severe-hardship” top-up of £20m

Revised Scottish Proposals

A revised set of indicative proposals was submitted by SERAD to the Commission on 16
June 2000 and copied to the NFUS for comment.  These plans incorporated a phasing
arrangement giving farmers and crofters time to adjust to the decoupled system by using
historical references to phase-in area payments over a period of three years.

Once more the Union expressed grave concern about the level of redistribution associated
with this proposal.  Initial estimates indicated that small, remote holdings were likely to
suffer the greatest losses under this arrangement, together with specialist suckler cow units.
This would clearly jeopardise Scotland’s prime beef-rearing potential and would undermine
the very purpose of these lifeline compensation payments.  Of particular concern was the
issue of over-compensation, where substantial sums could be allocated to large areas of un-
farmed LFA land.  The Union called for a safety-net mechanism to protect the payments of
claimants and secured a promise from Rural Affairs Minister Ross Finnie that large-scale
redistribution would be avoided.

Negotiations in Brussels continued throughout the summer and Union President Jim Walker
wrote directly to Commissioner Fischler calling for the Commission to protect the incomes of
Scotland’s most fragile family businesses.

Revised LFA Support Scheme 2001-2006

Agreement was finally reached in October 2000 with the provision of a three-year safety-net
and the introduction of minimum stocking densities.  Between them, these measures will
limit the potential for large-scale redistribution of payments in 2001 and 2002 but this leaves
the need for significant readjustment before 2003.

Financial Tables



With the release of two more years of disastrous hill farming income figures the Union has
repeatedly called for further injections of support for this most vulnerable sector.  The table
below highlights the effectiveness of this lobbying as the LFA budget was repeatedly
bolstered during the course of the LFA negotiations:

Announcement
date 2000 2001 2002 2003 2004 2005 2006 Total

Oct 1999 £40.0m £40.0m £40.0m £40.0m £40.0m £40.0m £40.0m £280m
Jan 2000 £60.0m £40.0m £40.0m £40.0m £40.0m £40.0m £40.0m £300m
Aug 2000 £61.5m £59.0m £57.9m £54.3m £50.7m £50.7m £50.7m £386m
Oct 2000 £61.5m £63.4m £58.9m £56.3m £50.7m £50.7m £50.7m £392m

Where now?

Although far from ideal, the agreement in October has bought the industry some time. We
must now use this time to redress the imbalance threatened in 2003 and beyond. The Union is
committed to working with the Scottish Executive and other representative organisations to
seek further refinements to the scheme to limit the substantial winners and to protect and
enhance the incomes of those who are struggling to farm in the most disadvantaged areas of
Scotland.

When Franz Fischler, the EU Agriculture Commissioner, met with Union President Jim
Walker, he made it quite clear that Member States or regions of Member States (in our case,
Scotland) could change their LFA schemes on an annual basis to suit their own individual
needs.     This public commitment, attended by SERAD, will be pursued vigorously with the
Scottish Executive until the scheme can be altered to reflect the diverse needs of all farmers
and crofters in Scotland’s LFAs.


































































