
The Scottish Economy and Farming

Scotland needs a successful, sustainable farming industry. The
health of its rural economy depends on the viability of its
agricultural businesses. Scotland’s high quality food and drink
are recognised world-wide and Scotland’s farmers are the first
step in that supply chain. The nation’s farmers are also stewards
of the countryside, playing a key role in protecting Scotland’s
wildlife and habitats. The farming and food industries can
capitalise on their strengths to the benefit of all who live and work
in Scotland, but only within the right operating environment.

Key Facts and Figures

• Over three quarters of Scotland’s land mass is farmed

• Around one job in sixteen in Scotland is dependent on 
agricultural production

• Scottish agriculture contributes £1.8 billion to the nation’s 
economy and is the bedrock of Scotland’s £7.3 billion food 
and drink industry.

Scotland’s farmers need a legislative and regulatory regime that
will allow them to operate to their strengths. This document
outlines Scottish agriculture’s key political priorities in the
forthcoming Scottish parliamentary elections.

Further briefings for individual sectors are available on request.

REGULATION

As producers of food and managers of land, regulation is part and
parcel of agricultural activity. When regulation meets the five
principles of better regulation, it delivers benefits to the public,
countryside and farmers themselves. However, there is
unprecedented concern at the burden of unnecessary, costly and
ineffective regulation.

At the last count, there were 2,281 pieces of European Community
legislation in force specifically covering agriculture, with a further
568 for the environment alone. There are many more implemented
in Scotland, covering animal welfare, food hygiene, employment law
and planning. 

In too many instances, a ‘regulate first, ask questions later’ policy,
in particular when implementing EU legislation, is hampering
economic development and delivering little, if anything, by way of
public benefit. There is scope for considerable rationalisation of the
existing regulatory burden. In addition, it is vital that implementation
of new regulations and evaluation of their effectiveness are subject
to more intense scrutiny. 

Given the successive failures of government departments and
agencies to drive this process internally, a better regulation body in
Scotland is required to enforce strict targets for regulatory reduction
in every Scottish Executive Department and regulatory agency. This
would reflect a similar model already in place at a UK level.

NFU SCOTLAND’S CHALLENGE TO POLITICAL PARTIES AND THEIR
CANDIDATES IN THE SCOTTISH PARLIAMENTARY ELECTIONS

New legislation should be introduced only if it meets the
five principles of better regulation: proportionate,
accountable, consistent, transparent and targeted. 

• If devolved legislation is to be implemented
successfully and effectively, a better regulation body
should be established in Scotland to co-ordinate 
reductions in red tape across all Scottish Executive 
departments and to scrutinise the operations of 
enforcement agencies such as SEPA and SNH. There is
a similar model already in place at a UK level.
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Local Procurement

For too long, an ethos of ‘best value’ procurement in the public
sector has meant ‘cheapest price’. It is vital that a more rounded
view of public procurement is taken, recognising the benefits of
food quality from, and economic development in, local
communities. Food miles should be cut and neither public
procurement guidelines, nor EU Competition regulations, should
be viewed as prohibitive.

Farmers’ futures depend on being able to access markets that
want their produce. The East Ayrshire project, which transformed
school meals in the area and uses 70 per cent local food, has
shown that not only are farmers capable of supplying the market,
but that enthusiasm among pupils, parents and teachers for the
end product is high. The pilot did not find local procurement rules
to be insurmountable either.  

Developing local supply chains is in the wider public interest; it
prevents unnecessary food miles and generates local jobs. Local
food networks that deliver nutritious and healthy foods would be a
huge stride towards improving the health of Scotland’s population.

Country of Origin Labelling

Given the increasing awareness of the standards of local produce,
in terms of food quality, environmental sustainability and animal
welfare, customer information on the origin of beef should be
compulsory in pubs, restaurants, burger chains and all other food
service outlets. Relying on voluntary labelling is not sufficient,
and without compulsory labelling customers can only make
assumptions about the origin of beef in many premises.

Free School Milk and Fruit

• In order to encourage local procurement, NFUS is 
calling for greater flexibility in interpreting public 
procurement rules.

• NFU Scotland is calling for the long-awaited country of
origin labelling in the food service sector to be 
implemented.

• Free milk and free fruit should be made available to all
primary school children in Scotland, and local 
authorities must support its delivery with financial 
support made available for staffing, and facilities for 
storage and refrigeration in schools.  

A SUSTAINABLE FOOD INDUSTRY

The relationship between supermarkets and their suppliers is
one of the single biggest determinants of farm business survival.
The major supermarkets’ dominance in the retail sector
conspires to put downward pressure on the prices paid to farmers
as primary producers. In too many cases, supermarket trading
activity has moved beyond what is simply tough business
negotiation into the exploitation of suppliers. For example,
demands for lump sum payments and imposition of costs for ‘buy
one, get one free’ deals are now commonplace, and there is no
mechanism to address this.

Given the ongoing trading results from supermarkets, it is quite
clear that there is sufficient margin already in the shelf price of
food for retailers, suppliers and producers all to make a living,
without increasing the price consumers pay. The failure of the
supply chain to deliver this is undermining rural communities,
jeopardising the Scottish food industry’s future, with consumer
choice and thousands of jobs set to suffer. 

The Supermarket Code of Practice is ineffective because
suppliers are too scared to complain about how they are treated
by supermarkets, for fear of losing their contracts. 

To be effective, an independent auditor must be established to
police the Code proactively and to spot-check supermarket and
supplier relationships. It is preferable to establish this on a UK
basis, given the nature of the market. However, if the Competition
Commission’s current inquiry does not prompt such a move, the
Executive must establish its own supermarket ‘ombudsman’.
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• If the Competition Commission does not establish a UK-
wide independent ‘ombudsman’ to ensure fair trade 
between supermarkets and suppliers following its 
current groceries market inquiry, the Scottish Executive
must do so in Scotland.
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Less Favoured Areas Support Scheme

No single rural development scheme has been as effective in
securing economic activity, jobs and environmental stewardship
as the LFA Support Scheme, which is worth £61 million. The
scheme will form a central part of Scotland’s Rural Development
Plan 2007-2013.  

However, the scheme will be subject to EU review in 2010.  NFUS
fully supports a review to ensure LFA support is delivered on an
objective basis that reflects the cost of natural disadvantage to
Scotland’s islands, hills and upland areas. Given its successful
record, it is critical that the LFA budget total is secured for the
lifetime of the next Scottish Executive administration.

Scotland’s Rural Development Plan 2007-2013

The delay in agreeing Scotland’s Rural Development Plan is the
result of widespread opposition from other EU Member States
to voluntary or national modulation (the additional top-slicing
of direct farm support payments to pay for rural development
schemes). As a result, the formal submission of Scotland’s
Plan to the European Commission may not be possible until
after the election.

NFUS opposes voluntary modulation, which puts Scottish farms
at a competitive disadvantage with their EU counterparts. A
sustainable farm unit is the most effective vehicle for delivering
rural development benefits. Reducing direct support more than in
other EU countries undermines farm sustainability as well as the
principle of the EU single market.

Existing commitments can be met without further voluntary
modulation, which is therefore unnecessary. However, if
government at UK or Scottish level insists on using it, it must be
subject to the following conditions:

- Voluntary modulation must be match-funded pound-for-pound
from domestic funding, as is the case for compulsory EU-wide
modulation;

- Scotland must be able to set its own voluntary modulation rate:
it does not make sense for Scotland to be able to produce its 
own Plan to reflect its distinct needs, but not be able to 
determine its funding.

THE FUTURE OF FARMING SUPPORT

Common Agricultural Policy

The Common Agricultural Policy reform package, agreed by EU
Farm ministers in 2003 and implemented in Scotland in 2005,
represents the most radical reform of European farm support
since the CAP’s inception. Its underlying principles are to ensure
production reflects market demand, that support is not directly
linked to production and therefore WTO-compliant and to
safeguard farming’s social and environmental functions. The
reform is subject to a ‘health check’ in 2008.  

NFU Scotland supports reform which ensures that the CAP is
transparent, relevant and, crucially, successful in delivering
benefit to the taxpayer. However, the UK Government, in
particular the Prime Minister and Chancellor, continue to urge
further radical reform and reduced farm support spending, given
the UK’s more modest receipts from the CAP compared to other
member states, notably France. However, farming’s influence on
Scotland’s economy remains strong, and radical reform so soon
after the last reform package, would jeopardise the industry’s
future and the vision of all political parties for a sustainable rural
economy. Hence the need for Scotland’s distinct interests to be
represented at the forthcoming EU health check talks.

• Given that Scottish agricultural priorities are distinct, 
our rural economy’s interests must be represented at 
EU talks by Scottish Ministers as part of the ‘health 
check’ of the Common Agricultural Policy reforms in 2008.

• Scotland’s £61 million Less Favoured Areas Support 
Scheme and the economic, social and environmental 
benefits it delivers, must be safeguarded.

• The UK is the only EU Member State seeking to 
implement so-called voluntary or additional national 
modulation, which effectively taxes farm support 
payments to pay for rural development schemes. A 
higher rate of modulation compared to the rest of the 
EU damages the competitiveness of Scottish and UK 
farming in Europe, and should be abolished throughout
the EU. The situation is exacerbated if the UK 
Government or Scottish Executive ends the policy of 
match funding modulation. Existing rural development 
scheme measures can be supported without additional
voluntary modulation.  

• Scotland’s Rural Development Plan 2007-2013 must 
address the imbalance of previous Plans, which have 
not made sufficient use of business development 
measures.
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SCOTTISH AGRICULTURAL WAGES BOARD

In order to attract high calibre workers, the Scottish agricultural
industry must offer good pay and conditions. For a number of
reasons, the Scottish Agricultural Wages Board no longer has a
role in delivering that. The National Minimum Wage, the Working
Time Directive and a plethora of other employment laws now
provide significant protection for employees. Additionally, the vast
majority of farm workers are paid well above the minimum
agricultural rates set by the Board.

The Board’s recent decision to scrap age-related pay bands, in
contrast to the National Minimum Wage structure, flies in the
face of common sense and will stifle opportunities for young
entrants to come into agriculture. There are a number of
activities young workers are not legally allowed to undertake, for
example, driving tractors on public roads or operating chainsaws,
hence the justification for a higher minimum rate for those
without such restrictions on their work.

All other statutory wages boards have been abolished and the
Agricultural Wages Board now represents an unnecessary cost to
the taxpayer and an interference in the wages market.

RENEWABLE ENERGY

Rural Scotland and farmers can play a huge role in tackling
climate change. They can grow arable crops to produce biodiesel,
and woody crops for biomass production to deliver renewable
heat and power.  Likewise, processing animal fats and crops into
biodiesel can reduce Scotland’s carbon emissions significantly,
and the development of biogas technology to capture methane
from slurry can deliver renewable heating systems.

For this potential to translate into action, we require the same
support that has seen the renewable industry, particular
biofuels, flourish in other EU Member States. Whilst reserved
decisions on taxation and the establishment of the Road

Transport Fuel Obligation are very important, Scottish Executive
support on planning, grant assistance and regulation, will be
critical to developments in Scotland.

WAYLEAVES

SHIPPING

As well as being key haulage users, Scotland's West Coast and
island farming and crofting communities make up much of
Calmac's customer base. As the Calmac structure is superseded,
the relationship between the new responsible body and the
farming industry must be clearly defined.

Island communities should have access to affordable and
compliant transport facilities that have sufficient capacity both to
get produce to the market place and to get supplies in.

The competitive tendering exercise for lifeline ferry services
should protect users from escalating transport costs arising
from fuel prices and legislation.

The Scottish Executive's Waterborne Freight Scheme and
Scottish Enterprise's Freight Facilities Grant show real potential
in bringing haulage costs down, as well as alleviating the
pressure on public roads which would otherwise be used to
transport bulk materials. These projects should continue to be
adequately funded. Likewise, the Piers and Harbours Grant
Scheme should be funded properly.

• The Scottish Agricultural Wages Board, the last 
statutory wages Board, should be abolished.

To support the Scottish renewable energy industry’s
development, the Scottish Executive must deliver:
• A  sensible regulatory regime
• Financial assistance to primary production
• Financial support to the fledgling processing sector, 

which specifically encourages renewable energy plants
with a ‘local footprint’

• An accommodating planning framework which 
expressly encourages developments with a local 
renewable energy element.

• The Scottish Executive's Waterborne Freight Scheme 
and the Piers and Harbours Grant Scheme have been 
welcomed and must continue to be properly funded.

• Electricity, gas and telecommunications companies pay a
rent to farmers whose land their utilities cross. Water 
companies do not pay rent, only compensation to return 
land to the state it was in before pipes were installed.  

This is an anomaly and water must be brought into line 
with the other utilities and made to pay rent for the land 
it uses, in line with England.
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YOUNG FARMERS

The average age of a Scottish farmer is in the late fifties, and
recent research has shown that as many as half of Scotland’s
farms have no successor in place. Whilst addressing farmgate
prices and over-regulation is critical to encouraging the next
generation of land managers, other support measures to address
problems such as high start up costs and the lack of available
land are crucial.

Scotland is one of the few regions in the EU that does not have a
scheme dedicated to assisting new entrants to agriculture.
Support should be available on the basis of a business plan
demonstrating how funding will be used to develop the business.

A new entrants’ scheme providing capital support, grants or
interest subsidies alongside an early retirement scheme, which is
conditional on an retiring farmer making land available to a new
entrant, could support the next generation. Affordable housing
provision and business advice would also compliment a new
entrants’ scheme.

• A Scottish Executive new entrants’ scheme should be 
created, providing necessary capital support, grants or
interest subsidies to young farmers, ideally alongside 
an early retirement scheme which is conditional on 
retiring farmers making land available to a new entrant.

APPEALS SYSTEM

Penalties under the Single Farm Payment Scheme are
disproportionate. The penalty system (which supersedes the
livestock and arable schemes under which the system was
introduced) implemented by the Scottish Executive, does not
distinguish between the vast majority of cases, which arise from
genuine administrative errors, and the minority, which result
from attempts to deliberately defraud the system. The result is
that farmers are being penalised tens of thousands of pounds for
minor and unintentional errors.  

The current appeals process is largely discredited as a result of
the low success rate, its inability to reduce penalties resulting
from genuine error and the lack of emphasis given to the views of
independent panel members at the second stage. The cost of
taking appeals to the third and final stage at the Land Court is
prohibitive.

• The subsidy appeals system should be more flexible 
and ensure that distinction is made between genuine 
errors by farmers in not meeting support scheme rules
and attempts to defraud the system.

For further information please
contact Sarah Anderson on

0131 472 4108
or email

sarah.anderson@nfus.org.uk

manifesto document  15/12/06  9:17 am  Page 2


