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Executive summary 

NFU Scotland welcomes the opportunity to make this submission ahead of the 

Autumn Budget 2026. NFU Scotland represents over 9,000 Scottish farmers and 

crofters who produce high-quality food, steward the environment, and underpin 

rural communities across Scotland. The Autumn Budget 2026 provides a critical 

opportunity for the UK Government to drive investment, support resilience, and 

generate economic  growth across the agricultural and agri-food sectors.  

At the same time, the sector continues to deliver the primary products for 

Scotland’s £19 billion food and drinks sector, which employs over 135,000 

people. Scottish agriculture is a highly productive and strategically important 

part of the UK economy. It produces food, supports employment and rural 

economies, maintains productive land and delivers significant environmental and 

public benefits. 

It also has a direct role in national resilience and food security. 

Recent years have demonstrated the vulnerability of international supply chains 

to pandemics, war, geopolitical instability, energy shocks and extreme weather. A 

resilient domestic food producing sector is therefore an economic and national 

security asset. 
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Against that background, NFU Scotland is concerned that a number of recent 

fiscal measures risk reducing the capacity of agricultural businesses to invest, 

employ and remain in production. Therefore, to enable the sector to continue 

fulfilling its vital role NFU Scotland calls on HM Treasury to implement priority 

actions in the Autumn Budget scheduled for 28 October. 

NFU Scotland asks for the Autumn Budget 2026 to: 

• Fully reverse the October 2024 Budget changes to inheritance tax 

(IHT) 

• Address the increased cost of employment arising from higher 

employer National Insurance Contributions (NICs) 

• Increase and extend the Annual Investment Allowance (AIA)  

• Pause and review the Carbon Border Adjustment Mechanism (CBAM) 

so it does not become an additional tax on UK food production, 

particularly through higher fertiliser costs 

• Strengthen capital allowances to incentivise investment in 

productive, environmental and climate resilient agricultural assets 

• Reverse the tax treatment for double-cab pick-ups used as genuine 

agricultural working vehicles 

• Maintain reduced fuel duty rates for red diesel  

These are not requests for preferential treatment. They are measures to ensure 

that the tax and fiscal system does not undermine the productive capacity on 

which economic growth, food security and environmental delivery depend. 

Fully reverse the October 2024 Budget changes to inheritance tax (IHT) 

• NFU Scotland ask - Restore 100 per cent Agricultural Property Relief 

(APR) and Business Property Relief (BPR) for qualifying agricultural 

and business assets. 

NFU Scotland welcomed the UK Government’s decision in December 2025 to 

increase the allowance from the originally proposed £1 million to £2.5 million per 

spouse. However, this does not address the fundamental problem created by the 

October 2024 Budget. 

Agricultural land and buildings are productive business assets, rather than 

accessible income. 
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Their value can be substantial while the income generated by the farming 

business remains relatively modest. This is particularly relevant in Scotland, 

where land values can be many times the underlying earning capacity of 

agricultural production. 

An IHT liability can therefore arise against assets which are essential to the 

continuation of the business but which cannot be readily sold without damaging 

or destroying that business. 

This creates the risk that viable farms are broken up or sold and productive 

agricultural land is no longer in agricultural use. This threatens future investment 

in agricultural businesses and succession decisions are distorted – leaving the 

next generation discouraged from entering agriculture. Not least, productive 

capacity is lost and the UK becomes more exposed to food insecurity. 

That is directly contrary to the UK Government’s objectives for growth, 

investment and food security. The UK Government should therefore recognise 

that retaining productive agricultural assets within productive agricultural 

businesses is itself an economic and public-interest outcome. 

NFU Scotland urges HM Treasury to fully restore APR/BPR for qualifying assets 

and provide long-term certainty over the treatment of agricultural succession. 

Reduce the burden of employer National Insurance 

• NFU Scotland ask - Begin reversing the increase in employer NICs and 

introduce targeted relief for labour-intensive agricultural businesses. 

Many agricultural sectors are employment intensive, such as horticulture, 

vegetable, dairy, pigs and poultry enterprises. Labour is also required for 

livestock husbandry, cereals and oilseeds production, and environmental 

management. Unlike other sectors, agricultural businesses cannot simply 

substitute labour with capital. 

The increase in employer NICs therefore represents a direct increase in the cost 

of agricultural production. For businesses operating on tight margins, this risks 

reducing employment and constraining wage growth. It also has the direct 

impact of reducing investment and increasing reliance on contractors. 

Ultimately, this threatens to reduce domestic food production and economic 

prosperity in rural areas. 
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This is not simply a tax issue. It is a growth and productivity issue. 

NFU Scotland asks HM Treasury to reduce the employer NIC burden and, as an 

immediate step, consider an enhanced Employment Allowance or specific 

Agricultural Employment Allowance for qualifying businesses. Such an approach 

would directly support rural employment and productive capacity while targeting 

relief at genuine agricultural businesses. 

Increase and extend the Annual Investment Allowance (AIA)  

• NFU Scotland ask – Increase the AIA to £5 million and extend it to 

cover assets currently eligible only for the Structures and Buildings 

Allowance (SBA).  

Capital allowances are critical to incentivising investment in working capital and 

equipment, as well as longer-term investment in buildings and structures. Such 

allowances must enable opportunities for all agricultural businesses to invest.  

To drive on-farm investment, productivity, and sustainability, NFU Scotland is 

asking that the AIA be increased to £5 million and extended to cover assets 

currently eligible only for the SBA.  

At present, farm buildings and fixed structures qualify for tax relief at just 3 per 

cent per annum - a rate that fails to reflect the actual lifespan of these assets or 

to incentivise capital investment.   

Enhanced allowances would encourage modernisation and efficiency gains, and 

support compliance with environmental and animal welfare standards. It would 

also strengthen resilience to market volatility and climate impacts.  

Other countries already take this approach - for example, Ireland allows farm 

buildings to be written off over seven years, and the USA offers 100 per cent 

relief on production-related buildings over five years. The UK should adopt a 

similarly competitive framework.  

Moreover, for many in Scotland who aspire to get on the farming ladder, or 

develop, diversify and grow their business, some constraints on their ability to do 

so could often be removed through changes in reserved fiscal matters relating to 

land and capital. It is critical the UK Treasury also reviews a range of relevant 

taxation issues to enable establishment, investment, and growth opportunities 

for agricultural businesses across the UK.      
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Tax and fiscal incentives can and should be explicitly used to encourage the 

letting of land, especially longer term tenancies, to new agricultural businesses 

and ensure that the fledgling businesses that can follow are afforded every 

opportunity to thrive.   

Ensure CBAM does not undermine food security 

• NFU Scotland ask – Pause and review the Carbon Border Adjustment 

Mechanism (CBAM)  

NFU Scotland supports the principle of tackling carbon leakage and ensuring that 

UK producers are not disadvantaged by imports produced to lower 

environmental standards. However, the inclusion of fertiliser within CBAM is of 

particular concern. 

Fertiliser is an essential input for many agricultural businesses. Increasing its cost 

without providing farmers with realistic alternatives risks increasing food 

production costs and reducing farm profitability. This could result in increasing 

food prices and displacing UK production with imports – further exposing 

consumers to the availability and affordability of food. 

The objective must therefore be to reduce emissions without simply offshoring 

food production and its associated emissions elsewhere. 

NFU Scotland asks the UK Government to pause and review CBAM introduction 

given the potential impact on fertiliser prices, agricultural businesses and food 

production. 

In addition, the UK Government must ensure imported food does not gain a 

competitive advantage from weaker carbon standards. The principle must be 

clear - carbon leakage must not threaten food production or food security. 

Make capital allowances work for agriculture 

• NFU Scotland ask - Create a more comprehensive and predictable 

investment tax regime for agricultural businesses. 

Agriculture requires substantial investment in machinery, buildings, livestock 

infrastructure, renewable energy, precision technology, water resource 

management, slurry storage and emissions reductions measures. Much of this 

investment also delivers public benefits. 
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Tax policy should therefore actively encourage such investment. 

HM Treasury should introduce enhanced capital allowances for priority 

investments in productivity, environmental improvement, emissions reductions 

and climate resilience, and provide greater long-term certainty over investment 

taxation. 

This would also accelerate progress toward the UK’s (and Scotland’s) net zero 

targets by incentivising low-carbon investments in agricultural plant, machinery, 

buildings, and infrastructure.   

This measure should apply to both incorporated and unincorporated businesses, 

ensuring all farming enterprises can participate in the transition to a low-carbon 

economy.  

The UK Government cannot simultaneously ask agriculture to invest in 

productivity, environmental improvement and climate adaptation while allowing 

the tax system to discourage that investment. The best tax revenue is generated 

by a growing and profitable economy. 

Reverse the tax treatment of agricultural double-cab pick-ups 

• NFU Scotland ask - Restore appropriate goods vehicle tax treatment 

for double-cab pick-ups which are genuinely used as agricultural 

working vehicles. 

For many Scottish farmers and crofters, a double-cab pick-up is not a lifestyle or 

passenger vehicle. It is a working tool.  

These vehicles are used daily to transport equipment and materials, tow trailers, 

carry feed, check livestock, access remote locations, undertake fencing and 

maintenance, and enable farmers and crofters to operate safely in difficult 

terrain and weather conditions. Its ability to carry passengers does not change its 

essential function within the farming business. 

NFU Scotland therefore asks HM Treasury to maintain a clear distinction 

between a conventional passenger car and a genuine agricultural working 

vehicle with a predominant agricultural business use. 

The tax system should not impose additional costs on businesses simply because 

a working vehicle has the practical capacity to carry passengers. 
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Maintain reduced fuel duty rates for red diesel  

• NFU Scotland ask – extend indefinitely the reduction in red diesel fuel 

duty rates. 

In May 2026, NFU Scotland welcomed the UK Government’s announcement 

of additional support for red diesel users through a temporary reduction in duty 

rates from 10.18p to 6.48p per litre - the lowest rate in over 20 years.  

Agriculture remains heavily dependent on red diesel for essential on-farm 

operations. Maintaining the current reduced duty rate is vital to safeguard farm 

incomes, maintain competitiveness, and prevent further food price inflation.  

While this measure provided valuable short-term support, further action is still 

needed to address ongoing volatility in fuel and fertiliser markets to ensure 

Scottish and UK agriculture can continue producing high-quality food sustainably 

and competitively.  

Conclusion 

The seven issues and and associated asks from NFU Scotland above should not 

be viewed separately. Taken together, they demonstrate a wider problem. 

Farm businesses in Scotland and the UK are being asked to increase productivity, 

invest in new technology, reduce emissions, adapt to a changing climate, 

improve biodiversity, protect soils and water, safeguard animal welfare, and 

maintain domestic food production. 

In addition to the land which these businesses manage, all of this requires 

significant capital, labour and long-term business confidence. 

Tax and fiscal policy that increases the cost of employment, raises the cost of 

essential inputs, restricts succession, or increases the cost of necessary 

investment works against those objectives. 

Tax and fiscal policy affecting Scottish and UK agriculture should strengthen, 

rather than weaken, the capacity of farm businesses to produce food, invest, 

employ people and deliver environmental outcomes. 
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The UK Government has set ambitious objectives for economic growth, 

investment, productivity, environmental improvement and national resilience – 

as well as tackling cost-of-living challenges. Scottish agriculture can make a 

substantial contribution to each. But farmers and crofters need the confidence 

and financial capacity to invest. 

The Autumn Budget 2026 provides an opportunity to establish a tax framework 

which recognises that productive agricultural businesses are not simply 

taxpayers - they are investors, employers, food producers, environmental 

managers and contributors to national resilience. 

NFU Scotland therefore urges HM Treasury to ensure that the tax and fiscal 

system works with Scottish and UK agriculture, rather than against it. 

A viable, investable and productive agricultural sector is an asset to the UK 

economy, is critical to food security and is an asset to national security. The next 

Budget must ensure that it remains so. 

 

For more information, email 

• Jonnie Hall (jonathan.hall@nfus.org.uk), or 

• Beatrice Morrice (beatrice.morrice@nfus.org.uk) 

 

https://www.nfus.org.uk 
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