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INTRODUCTION

armers across the world are a

key element of domestic,

international, and global supply

chains for food, drink, fuel and
other products. Scotland’s farmers
supply fresh vegetables and fruit, meat
and milk, as well as eggs and crops.
Farmers and growers are vital to the
communities in which they live and work
and collectively invest millions in these
rural communities.

Individually and collectively farmers seek
to be valued in their supply chains and to
be represented at all levels. The benefits
from farming to the national and rural
economy cannot be understated.

Profitable agriculture drives
confidence in local communities and
creates jobs both on farm and in
allied industries which supply farm
machinery, animal feed, fuel,
construction and other inputs.

Each sector of Scottish agriculture is
unique with supply contracts common
for growers and dairy farmers, while
the livestock sector supplies a vibrant
open market.

Scotland’s farms are mostly family
owned and operate to high standards.
Many families and communities are
dependent on the continuing success
of the food and farming industries.



The number of farms in Scotland,

and across Europe has been continually
falling for some time, affecting the role
that agriculture has in wider society.
Given the critical nature of their role in
Scotland’s economy and community,
farmers are disappointed that their value
is not reflected in an increasingly
globalised market for food and drink

There are numerous aspects of the
Scottish food supply chain which both add
and extract value from Scottish food and
drink producers and manufacturers.

The perception of value is important to
everyone operating in the food and drink
supply chain in Scotland. Scottish
agriculture is a lively sector which feeds in
to a multi-billion-pound food processing
industry, creating thousands of highly-
skilled jobs.

A nation which values good food and
drink should also be one which values the
production of that food.

A comprehensive strategy should be
adopted which looks to improve
food retail, manufacturing,
assurance, education, consumer
protection and production.

The population of Scotland is higher
than it has ever been with the
National Records of Scotland (NRS)
recording an estimated population
of 5,373,000 in mid-2015 and with
this growing population the demand
for healthy and nutritious food
continues to grow.
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Farmers, growers and crofters in Scotland
consistently speak of feeling a lack of control
in the supply chain resulting in little or no
say over the price they receive for what they
produce.

Farming is hard work and the majority of
farmers work day in, day out, all year to
produce sustainable and nourishing food.
This food can often take years of planning to
produce for a market where profit cannot
be guaranteed.

In order to prevent food waste through
overproduction, or scarcity through
underproduction, farmers need income
stability and security. Income support
delivered through agricultural policy
continues to be important in maintaining
vital cash flow for a large number of farm
businesses, underpinning production.

Farmers and their representative
organisations are responsible for the

establishment of a number of farm
assurance schemes and are committed to
producing food to high quality standards.

However, there is a view among some
sectors and farmers that quality
assurance schemes are overly-
prescriptive and provide little clear
benefit to businesses. Indeed, some
farmers feel that they are required to
meet higher standards than foreign
producers, yet still have to compete
globally on price.

The race to the bottom on basic food
prices, motivated by fierce supermarket
competition, is viewed by farmers and
growers as being damaging to profits at
all levels of food production, stifling
innovation and investment, and the long
term access to fresh food.




FOOD PRODUCERS IN A SUCCESSFUL
SUPPLY CHAIN

he Scottish food and drink processing

sector contributed over £14 billion to

the Scottish economy in 2014.

According to Food Standards Scotland
the total food and drink sector in Scotland
employs over 350,000 people, the combined
population of Dundee, Stirling, Paisley,
Livingstone and Glenrothes. The substantial
role of the sector in Scotland requires support
and a favourable regulatory environment in
which to grow.

Farmers and growers in Scotland would like to
see food and drink manufacturers improve their
commitment to Scottish agriculture, both in
terms of increased sourcing of Scottish produce
and in communication between farmers and
manufacturers.

The consolidated nature of the food processing
sector, when compared to the farming sector,
may lead to challenges in manufacturers being
able to build strong direct communication with
supplying farmers. Development of new and
dynamic ways to communicate across these
sectors will strengthen the Scottish food supply
chain.

Farmers continue to be concerned where
customers are overly prescriptive about where
they can source inputs from. This has been
highlighted in the combinable crops sector
where there have been examples of customers
telling growers where they must purchase seed
and plant protection products from. This distorts
farm efficiency and gives farmers less flexibility
in managing their own business in a sustainable
manner.

Restrictions to good practice imposed by food
buyers and processors can be damaging to
producers where the standards are onerous but
there is little or no financial benefit to the
farmer. Simplification of quality assurance for
both farmers and food manufacturers is
necessary to support a profitable and flourishing
food manufacturing sector.

Food and drink manufacturers should
continue to sell themselves on Scottish
credentials, but there should be greater
encouragement for them to ensure that
raw materials are produced in Scotland
wherever possible, enhancing the
environmental and social credentials of
food and drink products.

To put production at the centre of
processing and manufacturing, Scotland
public and private sectors must:

° Improve the communication
between food processors and
farmers, incentivising processors
who establish good working
relationships with farmers.

° Ensure that growers are given
flexibility over production inputs to
allow for farmers to increase
business efficiency.

° Give farmers access to knowledge
and resources which allow them to
have greater representation within
the processing and manufacturing
sector.

° Provide a regulatory framework for
food and drink manufacturers that
allows the industry to compete on
an international stage.

° Encourage food and drink
manufacturers to source raw
materials from Scotland.
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TACKLING VOLATILITY ON SCOTTISH

FARMS

consistent issue which damages
the confidence of farmers,
growers, and crofters is the
impact of volatile farm gate
prices for what they produce. Returns for
food produced from agricultural raw
materials are increasingly linked to the
changes in the global marketplace.

This volatility affects small to medium family
run enterprises, and continues to cause an
on-going contraction in the number of farm
businesses in Scotland.

Scottish farm income figures for 2014 to
2015 demonstrated that 20 per cent of
farms made a loss and a further 27 per cent
did not make enough for the farmers to be
paid the agricultural minimum wage. While
farm incomes are, in part, dictated by
movements in the global prices for both
farming inputs and food products, there is
scope to see the impact of farm volatility
addressed through the development of
better functioning supply chains.

Stakeholders in the Scottish food and drink
supply chain can, and should, be encouraged
to adopt an approach which develops
transparent and stable pricing structures.

There is an opportunity for Scotland to lead
the way in the United Kingdom in
developing collaborative supply chains.

The development of these innovative,
collaborative, supply chains can be held back
by a desire by processors and retailers,

not to devolve power to primary producers
even though this power sharing could play a
role in the development of brands

while also providing more scope for
planning production, providing more overall
business stability.

Farmers must be given ownership of the

data generated through the spending of
public money, to ensure that production can
be targeted toward meeting market demand
while delivering profitability.

Currently a lack of transparency in market
pricing further up the chain significantly
limits the ability of farmers to produce to a
profit, and to take market trends in to
account.

To secure a more sustainable income for
Scottish farmers, crofters and growers:

° There must be further incentives for
food and drink processors to develop
collaborative supply chains with their
suppliers.

° Resources should be provided to
support the development of stable,
longer term pricing models which can
lessen the impact of income
volatility.

° The impact of price volatility on
farming businesses and the rural
economy, should be further assessed
to identify additional solutions to
establish income stability.

° Reliable and timely market
intelligence must be provided in a
form that is accessible to Scottish
agriculture.

° Unfair trading practices must be
tackled to ensure that farmer supply
agreements are compliant with
industry voluntary codes and the
principles of the Groceries Supply
Code of Practice.




e

. - -_
" —‘st'. g
|- e
. 'I :
~ -‘ of'\' -

.-

4 Ty L
*;-/“:w-‘»»f.u el
/ N 41‘» ¥ k,




BUSINESS MANAGEMENT
AND INPUTS

significant factor in enhancing the Equally, demonstrating the positive social
success of local, fresh and healthy role that agriculture plays in Scottish
food is ensuring that Scottish society, and for the Scottish environment,
farmers can compete with their should be used to reinforce the overall goal
counterparts in the United Kingdom, in Europe, of encouraging people to eat fresh, healthy,
and across the world. Scottish food.
Farmers regard themselves as having a key role The ability of Scotland’s high-quality
to play through their management of the education institutions to turn out graduates
environment and their use of farm inputs. suitable for employment in Scottish
agriculture must be strengthened. Young
Scottish crofters and farmers environmentally people need to be given the skills necessary
manage important areas equalling the size of 2.1 to take Scottish agriculture forward.

million football pitches. Their ability to manage
this land sensibly is of critical importance to
ensuring a profitable and sustainable future.

° Input use on Scottish farms is based
Food retail and processing have embraced on sound scientific evidence.
scientific approaches to input use within their Arbitrary restrictions are not
own businesses. Farm practices, including input imposed on farm practice by
use, must also take in to account empirical customers or government.
evidence on productivity. The supply chain
should not be responsible for burdening farmers
and crofters with overly-onerous or arbitrary ° The environmental credentials of
requirements. Scottish agriculture are utilised in

international marketing of Scottish

Similarly, farm practice must be governed by produce.
science and farm businesses should invest where
there is a market demand for what they do.

° Communication between retail,
Farming must continue to be profitable and manufacturing, farming, and allied
therefore additional time spent on commitments industries on input use should be
other than productivity must also deliver enhanced, allowing greater
tangible market rewards. The challenge of understanding of farming practice.
making these commitments return value is one
which must be addressed by the marketplace
and by government. o Scotland’s renowned education

institutions produce graduates

Positive examples of farm management systems suitable for Scottish agriculture.
should be emphasised in order to boost Scottish
food and drinks credentials in the marketplace.
Outlining the environmental positives of ° Levy bodies and academics produce
Scotland’s general low-input farming systems research that can be implemented
should be a focus of the food and farming on the majority of farms.

industry, and of Scottish Government.







A GROWING REPUTATION
FOR SCOTTISH FOOD

he Scottish Government should work

together with industry to build an

enhanced reputation for Scottish food

and drink both in Scotland and on the
international stage.

The remarkable progress seen in recent years
demonstrates the scope for the Scottish food
and drink industry to grow

The industry has seen continual growth, with a
turnover of £14.4 billion in 2014 and a 2017
target of £16.5 billion.

Yet despite this success, Scotland’s farmers,
crofters, and growers are finding themselves
further exposed to a volatile global commodity
market despite the success of added value
products in Scotland.

Farmers provide the bedrock of this successful
sector and the story of Scottish agriculture
provides the basis of a strong provenance story.

For a positive outlook of Scottish food and drink,
which is focused on provenance, there must be a
greater commitment from retailers, processors
and the Scottish Government to see sustainable
returns go back to primary producers.

To grow the reputation of Scottish food and
drink, we must see reinforced support for New
Product Development (NPD) and manufacturing
investment, with public provision to incentivise
new product development particularly where
raw materials are sourced from Scottish
producers.

Retail and food hospitality should co-operate
with the farming and processing sectors to
continue to increase the reputation of Scotland
as a Land of Food and Drink, increasing the
awareness of shoppers of the good food that is
produced in Scotland and the responsible
production methods used.

In the interest of providing shoppers with
more information about food, Country

of Origin Labelling (COOL) should be
introduced to processed products where
meat and milk are key ingredients. This will
need to be implemented both in Scotland
and in the United Kingdom to ensure a
consistent marketplace.

For a food and drink industry which places
value on primary production we must see:

° Incentives for the processing and
manufacturing industry to invest in
new facilities and new product
development.

° Further efforts to ensure that
tourists to Scotland are educated
on the reputation of Scottish food
and drink, bringing in key
transports hubs such as train
stations and airports.

° Assurances that food name
protection will continue in Scotland
following the UK leaving the
European Union, and that enhanced
Country of Origin Labelling is
introduced in the United Kingdom.

° Strengthened communication in the
supply chain to allow retailers,
manufacturers and primary
producers to participate in building
the reputation of Scottish food.

° Food assurance schemes must
bolster their communication with
consumers.

° Government pushing to open new

international markets for Scottish
produce.
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LEADING THE WAY ON PUBLIC
PROCUREMENT

istorically retailers have received

much of the attention in establishing

a stronger relationship between

growers, manufacturers and the
public. However, public sector bodies have an
important role in sourcing Scottish produce and
supporting the Scottish economy.

Local authorities and central government in
Scotland benefit from strengthening economies
and increased business activity. The role of
farming and rural businesses to both the
national economy, and economic activity in rural
areas is clearly benefitted from responsible and
sustainable public procurement policies.

Sourcing greater volumes of food and drink from
within Scotland provides economic and social
benefits to those living and working in Scotland.
Action on ensuring sustainable procurement will
require positive steps from local authorities and
central government organisations.

The volume of food and drink with a Scottish
origin purchased through public procurement
must be increased. Local authorities must take in
to account the origin of the ingredients in food
in their tendering process.

The use of a balanced scorecard for tendering
has demonstrated positive progress in the
volumes of food and drink sourced from
companies located in Scotland, however this
needs to be enhanced to ensure that not only
the location of last point of processing is taken in
to account, but rather that originating location
of the meat, milk, vegetables and other farmed
produce.

Enhancing public procurement to further
account for the local and national provenance of
food and drink will ensure that the principles of
local procurement are met.

For public procurement and provision
which benefits Scotland’s farmers, food
producers and the rural economy there
must be:

° A continued focus on growing
domestic public procurement both
centrally and locally in Scotland,
taking in to account locally
produced food and the social value
of sourcing food produced in
Scotland.

° An emphasis of the role of primary
production in the food supply chain,
stressing the importance of primary
production to the rural economy.

° Review of procurement tendering
practices to ensure that ingredient
origin is accounted for in local
buying.

° Exploration of the opportunities to
develop collaborative supply chains
suited to meet the demands of
public sector contracts, and the
possibility of government support
for the development of these
supply chains.







FOOD EXPERIENCE
IN SCOTLAND

s we approach a new era of public

shopping and eating habits, it is no

longer enough to target retailers

alone to adopt an approach which
promotes local provenance.

The continued growth of the food service sector
in Scotland and the UK in recent years has been
unprecedented and, as a result, many retailers
and businesses are looking to tap into the
market.

The British Hospitality Association’s latest report
on Britain’s Food Service Management (FSM)
sector shows that 81% of surveyed FSM
businesses saw their net revenues increase
between 2014 and 2015. All the responding
businesses expect to see the market further
expand over the next few years and nearly one
third expect their turnover to grow by 20 per
cent or more.

This growth is likely to be caused by a recent
trend towards customers choosing to spend
their money on experiences rather than material
possessions. Eventbrite’s research of millennials
in 2014 revealed that 78% of 18-34 year-olds
would choose to spend more on a desirable
experience or event over buying something
desirable.

This swing in demand has significant potential to
positively affect Scottish farmers and growers
should those in the FSM sector choose to base
the main selling point on the ‘experience’ of
their food—on its local sourcing and the story
behind it. In order to create an exciting
experience for customers, those in the FSM
industry must sell the story and provenance of
the food they provide.

It is therefore critical that the FSM industry is

encouraged to promote the Scottish nature
of their food and are given support to do
this. Facilitating closer work between those
presenting the food and those producing it
will lead to an experience which customers
remember and want to enjoy again, adding
to the reputation of Scottish food.

If the FSM sector in Scotland is to engage
customers through its provision of great
locally sourced food:

° Farmers must be willing to share
the stories of their farm with FSM
businesses hoping to utilise the
power of a story in engaging
customers.

° There must be a simple framework
for FSM businesses to use which
allow customers to recognise the
source of the food they enjoy.

° Government should incentivise FSM
businesses to use locally sourced
food and encourage those that
already do.

° Farmers and growers should engage
with FSM businesses to ensure
mutual benefits are shared across
the value chain.







BUILDING A HEALTHY RELATIONSHIP
WITH FOOD

he food and drink that comes from
Scottish farms is sustainably produced
as well as being healthy and nutritious.

The social benefit of a healthy, well-fed nation
with a thriving food and drink industry cannot be
understated and is associated with increased
wellbeing, economic growth and job creation.
Despite the huge recent growth of Scotland’s
food and drink industry, the benefits of this are
yet to be reaped in the Scottish public education
context.

In 2015, the Scottish Health Survey revealed that
in total, 43% of children whose parents ate no
fruit and vegetables on the previous day also ate
none themselves, compared with 2% of children
whose parents met the 5-a-day. Successful
education of the next generation therefore must
take place within the classroom and at home.

Retailers and food and drink processors have a
role to play in advocating the health benefits
that come from fresh, locally sourced food.
Successful advertising must emphasise the
importance of cutting down on processed food.
There must also be action within places of
education such as schools and colleges to
introduce the role food plays in children’s lives
both individually and globally.

Children should be educated to understand how
food affects both themselves and their
environment. Eating fresh, unprocessed food
which is locally sourced will lead to better overall
health, but children must also understand the
impact farming in Scotland has on their lives.
They will be advocates of the future and must
therefore realise the importance of sustainability
in an increasingly environmentally volatile world.

Effort should be made to use a multi-channel
approach to educate every generation. Since
retailers are able to encourage the public to
change their shopping habits via advertising,
they have a responsibility to use this power to

the overall benefit of Scotland’s health. This
will benefit the entire food and drink
industry since greater demand for Scottish
produce will allow for a stronger
competitive advantage to all parties in the
supply chain and retailers will demonstrate
to customers a commitment to doing the
right thing.

This should be enhanced by a consistent
level of education across Scotland leading
to greater youth engagement and
understanding.

This approach has the potential to reach
every generation and drive real and lasting
change for the future.

To improve the reputation of Scotland as a
healthy and sustainably-fed nation, we
must see:

° A new programme of education
which is consistently employed
within places of education in order
to teach children how fresh Scottish
food is good for sustainability and
personal health.

° An effort from retailers to appeal to
customers by highlighting the
benefits of locally sourced food,
leading to greater customer loyalty
and better public understanding.

° Commitment from Scottish
government to continue to support
Scottish farmers to produce great
quality food which nourishes and
sustains the nation.




SUMMARY

his document contains wide-
ranging recommendations
which will create a better, fairer
place for Scottish farmers in the
food supply chain.

It has always been clear to Scottish
farmers, crofters, and growers that we
have a vital role to play in the production
of food and drink.

We are responsible for producing the
beef, lamb, milk, grain, fruits, vegetables
and much more, that all feed in to a food
and drink industry worth more than £14
billion every year to the Scottish
economy.

The challenge we put to the Scottish
Government, the UK Government, and
the marketplace is to improve the
position of farmers in the food supply
chain by:

Strengthening the reputation of food
and drink from Scotland while
highlighting the important role that
Scotland’s farmers have in the
production of food and drink.

Increasing the understanding of
common farming practices, while
ensuring the ability for farmers to
pursue greater efficiencies through
the use of effective farm inputs.

Ensuring that shoppers have the
necessary origin and provenance
information that allows them to
make informed choices, boosting the
sales of food that is local and
Scottish.




Establishing a public procurement
environment which strongly advocates
the positive principles which are
associated with sourcing food and drink
from Scotland.

Highlighting the role of Scottish food in
delivering successful tourism in the food
hospitality sector driving business in
Scotland.

Managing price volatility through
improved collaboration and investment
in long-term pricing models.

Developing an education system that
ensures the importance of local and
fresh food is reinforced at home, in
school, and in the workplace.
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Improving the food chain for all
is a lofty ambition, but | believe it
is one which Scottish society can
achieve. | look forward to
working with old partners and
new to improve the position of
farmers, crofters and growers in
our successful food industry.

S S

Andrew McCornick

President, NFU Scotland
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