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THE FUTURE IMPLEMENTATION OF THE COMMON AGRICULTURAL POLICY IN SCOTLAND –THE CAP ‘HEALTHCHECK’

Context 

1. In our response to CAP reform proposals in Jan 04 we highlighted the potential that decoupling had to impact negatively on livestock production in more marginal hill, upland and island areas. We argued at that time that a decoupled system of support payments must be combined with measures which properly recognise the additional costs and difficulties associated with agricultural activities in those least favoured areas suffering the greatest degree of natural disadvantage. This could be delivered through the use of national envelopes to retain agricultural activity in our most fragile areas and support systems which deliver public goods.  

2. Four years on, this is still imperative.  We have seen considerable and continuing loss of livestock, people and infrastructure from hill and upland agricultural units.  The effective loss of agricultural support payments from agriculture, through trading separate from the land, gives rise to real concern and results in a system that is not justifiable in the longer term. The new SRDP offers possibilities for a holistic approach, yet has still to bed in, suffers from historically low levels of funding and may well be highly competitive.  
3. Less Favoured Area support, although under review, has not altered to reflect the changed economic situation brought about by decoupling of Single Farm Payment and is currently closed to any new entrants. The level of Scottish Beef Calf Scheme support – very welcome although it is – is not sufficient to prevent continuing loss of cattle from more marginal areas.  Sheep are continuing to flood off the hills. The situation in many areas is becoming critical. It needs to be recognised that the region under crofting is the primary production area for much of Scotland’s livestock industry. Variations in the area’s regional competitiveness affects the much longer supply chain which is Scotland PLC.
4. In summary, we believe that every opportunity must be taken under the Healthcheck to address the needs of hill and upland areas, which play such an important part in the stratified production system that operates in Scotland. The health check Objectives are stated as 
• changing the cross-compliance requirements 

• abolishing set-aside and set-aside entitlements;

• further decoupling of support payments;
• increasing flexibility in relation to the national reserve, transfer of payment

entitlements, modification of entitlements and payment dates. 

• allowing Member States who have adopted the historic model for SFP to move

towards flat rate payment entitlements from 2010 (with decisions being taken

by August 2009);

• increasing flexibility in relation to the national envelope, for example by

allowing the money to be transferred between sectors; used for restructuring

and development programmes; and used for certain risk management

measures;

• increasing compulsory modulation from 3% to 8%, with progressively higher

rates for businesses benefiting from higher levels of SFP. 

• setting a minimum threshold (of either €250, or one hectare) below which no

payments will be made;

• simplifying and harmonising mechanisms for intervention in commodity

markets;

• gradually increasing milk quotas as a prelude to ending milk quotas in 2015

and the abolition of private storage aid for cheese and the disposal aid for a

number of other dairy products;

• changes to a number of small support schemes, including decoupling of the

protein crop scheme and abolition of the energy crop scheme.

5.  We make no comment on the following .

· Further decoupling as this relates primarily only to the Protein Crop Premium  and Energy Crop Scheme. We are unaware of significant impact from these schemes in a crofting context.

· Abolition of set aside as in your preamble and notes (Annex 1) the rationale is explained fully and the actions already implemented to safeguard the market and environmental concerns.

6.
We support , in broad terms and more fully explain in the answers 
· a move towards a basis of Single Farm Payment which is part-historic and part-based on area.

· use of national envelope provisions to address the loss of livestock (and hence people) from hill, upland and island areas and the loss of the public benefits associated with these agricultural systems

· use of a national reserve to provide base activity payments  for new entrants

· significant and meaningful changes to LFASS to address real issues in the most disadvantaged areas. 
7. We urge Government and stakeholders to consider further  actions to combat the rapid decline  in stock numbers in the Crofting Areas. Particularly 
· 50% reduction in the breeding ewe flock has come from the Highland and Crofting Area.

· Decoupling has accelerated failure and actions must flow to compensate the region and its population for the work done – we relate this work to a basis in the Scottish Governments Economic Strategy for social and regional equity in the Scottish market in order to deliver the targets of increased GDP. If these actions are further delayed intergenerational equity will have disappeared.
· Actions need to be taken to provide a definition of High Nature Value systems(HNV) and theses systems need to be embedded within the CAP and the emerging SRDP.

· Actions need to be taken to develop the rationale further for payment for public benefits accrued from extensive agriculture and these should similarly be embedded within CAP and the SRDP.

· Emerging failure of the cattle production system is evident – the above points need to address that – further public sector objectives need to be aligned to address the cohesion and development policies at play within the region and focus brought to the long term effects of abandonment now.
What should be the rationale for Pillar 1 and Pillar 2 of the CAP from 2014 onwards? 
The present system is trying to compensate the most productive and flexible enterprises for eventual removal of the Pillar I support. Whilst we hold no strong view to this rationale and it is well know we would bring focus to the above mentioned system and market failures. No further migration should be considered until embedded tools to compensate and incentivise the retention of livestock systems in order to provide environmental , social and regional benefits allied to public goods and National Outcomes across the GES.
Question 2 
 Assuming Pillar 1 type support remains, do you agree that there should be a move away from the historic model of Single Farm Payments towards flat rate payments ?                                                                                                                                                                    
The historic payment can no longer be justified as activity falls and time increases from a measured outcome. We believe there should be a move away from a purely historic basis of payment. An entirely flat basis of payment could be disruptive, so we would support a hybrid model which based payments partly on historic payments and partly on an area basis. These percentages could change gradually over the years to 2012, so that by 2012 we have a system which is rewarding activity and securing base effort with some reference to the historic activity.
The basis for payment needs to be secured against a level of activity which either makes the economic case for the Scottish Livestock market OR the Environmental Benefits and public goods delivered. However if Scotland is forging the market measures in the WTO then the move to environmental considerations needs to be made now. 

The conundrum is that SFP as issued to 6.5% of applicants contains 35% of the available finance. In this respect the SFP is actually causing abandonment and dereliction in the marginal areas. Development of rational and relevant LMO`s for application in the Fragile and Remote areas would ease the transition whilst hopefully ensuring freedom for intensive, production units to farm for the World Market.
Question 3.
What are your views on the proposed changes to cross-compliance requirements? How should this be implemented in Scotland?
We welcome the rationalization of the GAEC and improvements to water quality measures. 
Question 4.  

No Comment 

Question 5.


No Comment.
Question 6.

What are your views on using the national reserve to give new entrants’ access to SFP? How should “new entrant” be defined?
We consider the payments should stay with the land and be available to the active farmers and crofters  only. The simplest way to address this is to move to an area based payment. It is not yet clear whether that payment would emanate from Pillar I or II but at all times the payment should be fixed on the land and be considered conditional on activity.  
Real difficulties arise for 2 reasons (1) the rationale which allows  restructuring and consolidation which was promoted by the CAP Reform in 2004. Not mentioned is the application of high value entitlements to heather hill which has seen stock removed (low GEAC conditions) and the selling of high value land around towns and cities with further consolidation into smaller active farming units but much more intensive. These “entitlements” will never be surrendered voluntarily and will be defended vigorously . (2) the attachment of the entitlements to the land is “probably” the fairest way forward BUT what about the creation of new agri enterprises. In relation to H&I the creation of new crofts and communities still sees them excluded from access to the system. Options are currently being developed for Arran and parts of Moray & Aberdeenshire The succession process will see smaller and smaller units and this is not sustainable.. So the land issue is important to consider and on balance attaching any entitlements which can be won from a national reserve to the land itself seems the fairest option.

Further complications arise in some of the existing formal qualifications for reserve applications which are based on full time intensive agriculture and mitigate against low level HNV agriculture such as crofting. This needs to be borne in mind when setting the reserve criteria.
Dependent on future CAP changes and modifications we would see any Reserve allocation as a “leg up” to get started and not an annual payment in perpetuity – this in much the same argument as moving from Pillar I to Pillar II and what the National Priorities and Outcomes are or become. A time frame for return of the Reserve Allocation could be anything between 5 and 10 years or even on a sliding scale over that time period.
Question 7.

What are your views on proposals for increased flexibility in the use of the national reserve, simplification of payment entitlements, transfer of payment entitlements, the move to making payments twice a year; and clarification to the meaning of a farmer and to the definition of a “eligible hectare” ?
We recommend that entitlements should be removed from those claimants who are not actively producing the agreed outcomes or product.

Increased flexibility in national reserve allocations, information and use is welcomed and promoted by SCF.

Question 8.

What are your views on proposals for increased flexibility in the use of the national envelope? How should this increased flexibility be used in Scotland?
A vibrant and resourceful livestock sector within the Scottish Market is essential for several reasons 

· General food Security http://www.scottish.parliament.uk/business/research/briefings-08/SB08-42.pdf 

· Food quality and traceability

· Access across Scotland`s Terrain restrictions  

· Ancilliary markets and activities.
Increased flexibility within a National Envelope should be targeted at where the decoupling has adversely affected the retention of the activity – in particular the SBCS. As for previous questions our reply here is couched in the wish to retain overall activity in the most marginal areas so care is needed not to fund multiple measures which drain the meagre amount and do nothing to reward activity which provides greater returns for public and environmental goods.
We suggest that the national envelope provisions for beef cattle need to be  improved and targeted at cattle managed in extensive systems and in smaller herds, with a supplement for native and 1stcross native breeds. 

We feel that use of national envelope provisions should also be made use of support hill and upland agricultural systems.  This could be targeted at mixed grazing systems, involving both cattle and sheep.  Where appropriate, home-grown fodder production – on the scale appropriate to the holding – could be beneficial to overall viability of many units in the likelihood of continually increasing transport costs. These national envelope provisions would need to recognise the strong economic disincentive in many areas for maintaining livestock and the low yields/difficulty associated with home fodder production and provide levels of support which were appropriate.  

Question 9.

What are your views on proposals for increasing compulsory modulation with progressively higher rates for certain businesses ?

The increase in compulsory modulation (and corresponding decrease in voluntary modulation) and progressively higher rates of modulation for larger businesses is acceptable.  
Question 10.

What are your views on proposals for setting a minimum threshold (by level of SFP or area of holding) below which no payments are made ?
We accept the need for a threshold and would ask it be set at 250Euro so as to capture as many small businesses as possible with no additional administrative costs to the support.
Question 11.

What are your views on proposals for simplifying and harmonising mechanisms for intervention in commodity markets ?
The proposals are acceptable. Question 2 refers.
Question 12.

What are your views on proposals for gradually increasing milk quotas as prelude to ending milk quotas in 2015 and abolition of private storage aid for cheese and disposal aid for a number of other dairy products ?
In crofting areas the availability of annual grass quality to enable dairy operations is questionable. However the National envelope may be an option to help support these operations again on a time limited basis.

Question 13.

What are your views on proposals for changing a number of small support schemes, including decoupling of the protein crop scheme and abolition of the energy crop scheme ?
As for Question 5 these schemes are not relevant in crofting areas and should be ended.
Question 14.
Do you have any other general comments or views?

It is absolutely essential that CAP Healthcheck is NOT seen in isolation from LFASS and the emerging SRDP.
So as mentioned previously work towards a 2 Tier system or whatever follows. Enable, train, educate to get the “business” focused on Land Management through livestock “activity” and develop and detail specific measures to maintain activity and populations within our fragile areas as well as bringing forward measures to ensure new growth in sector activity.

As in the statement above tinkering with various schemes will not produce the desired results unless we get real about what the ultimate objectives are.
Many thanks for the opportunity to contribute and we look forward to the emerging debate and work streams on delivery.

Yours sincerely 

Patrick Krause 
SCF Headquarters , Lochalsh Business Park, Auchtertyre, Kyle of Lochalsh. IV40 8EG.
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