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1. TITLE OF THE RURAL DEVELOPMENT PROGRAMME

Scottish Rural Development Programme

1.1. Amendment

1.1.1. Type of amendment

1.1.2. Amendment modifying information provided in the PA

1.1.3. Amendment related to the third sub-paragraph of Article 4(2) of R.808/2014 (not counting against the
limits set in that Article):

1.1.4. Consultation of the monitoring committee (Article 49(3) of R.1303/2013)

1.1.4.1. Date

1.1.4.2. Opinion of the monitoring committee

1.1.5. Amendment description - Article 4(1) of R.808/2014

1.1.5.1.1. Reasons and/or implementation problems that justify the amendment

1.1.5.1.2. Expected effects of the amendment
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1.1.5.1.3. Impact on the change on indicators

1.1.5.1.4. Relationship between the change and the PA

1.1.5.2. Financial Plan and impact on Indicators

1.1.5.2.1. Reasons and/or implementation problems that justify the amendment

1.1.5.2.2. Expected effects of the amendment

1.1.5.2.3. Impact on the change on indicators

1.1.5.2.4. Relationship between the change and the PA

1.1.5.3. JPMC (disbanded)

1.1.5.3.1. Reasons and/or implementation problems that justify the amendment
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1.1.5.3.2. Expected effects of the amendment

1.1.5.3.3. Impact on the change on indicators

1.1.5.3.4. Relationship between the change and the PA

1.1.5.4. LFASS (payment rates)

1.1.5.4.1. Reasons and/or implementation problems that justify the amendment

1.1.5.4.2. Expected effects of the amendment

1.1.5.4.3. Impact on the change on indicators

1.1.5.4.4. Relationship between the change and the PA
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2. RELEVANT AUTHORITY

2.1. Geographical area covered by the programme

Geographical Area:

Scotland

Description:

Scotland has a land area of around 78,000 km2, approximately a third of the total UK land area. It borders
England for 60 miles (95 km), and has around 18,500 km of coastline. Its population in 2012 was around 5.3
million, accounting for 8.3 per cent of the total UK population.

The Highlands and Islands are classed as a transition region eligible for funding under article 59(3)(c) of
Reg (EU) No 1305/2013. All other regions in Scotland are eligible under 59(3)(d) of Reg (EU) No
1305/2013.

2.2. Classification of the region

Description:

Rural areas in Scotland (NUTS 1) are home to some 982,000 people (18.5 per cent of the total Scottish
population).

95% of the total Scottish land area is classed as rural, with 85% of the agricultural land currently designated
as Less Favoured Area. The definition of a rural area is settlements of less than 3,000.

With reference to decision 2014/99/EU, for the following regions:
UKM6 Highlands and Islands

UKM2 Eastern Scotland

UKM3 South Western Scotland

UKMS5 North Eastern Scotland

The way we manage the budget and prioritise and target resources, different rates across the country are not
required. And the needs of the country as identified in the SWOT are addressed by providing opportunities
in the relevant areas and sectors through our targeted approach as set out in the programme.
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3. EX-ANTE EVALUATION

3.1. Description of the process, including timing of main events, intermediate reports, in relation to
the key stages of RDP development.

The approach for the 2021-24 transition period, delivering Stability and Simplicity, means there is no
change to the development undertaken for the 2014-20 programme.

The ex-ante evaluation report on the 2014-20 Scottish Rural Development Plan (SRDP) has been produced
using a number of different approaches including literature review, textual analysis of drafts of various
documents directly or indirectly contributing to the SRDP, interviews with senior Scottish Government (SG)
officials, including those responsible for specific areas of rural development policy, and interviews with key
stakeholders.

The ex-ante evaluation began with a start-up meeting on Tuesday 11 December 2012 in Edinburgh. This
meeting introduced the evaluators to the key SG officials and provided a review of the SRDP drafting
process to date as well as copies of material produced to that point, such as the reports from stakeholder/SG
working groups. An Inception Report setting out a revised work programme was provided to the SG
following the meeting to take account of changes in the timing of the SRDP drafting process.

A preliminary review of the CSF baseline and associated SWOT was carried out immediately post-inception
with written feedback provided on January 11, 2013. The CSF baseline review and SWOT were amended in
line with the recommendations put forward and a second round of written feedback was provided by the
evaluators on February 12, 2013. Written feedback on the proposed use of the Common Context Indicators
was provided on February 25, 2013.

A series of telephone discussions were held with SG officials responsible for various elements of the SRDP
in March and April 2013. These focused on the lessons to be learned from the current programming period
and on the developing shape of the 2014-20 plan.

Written feedback on the draft Monitoring and Evaluation Plan, data sources, SRDP reference group
proposals and intervention logic was submitted to the SG on October 3, 2013. Written feedback on the
proposed second consultation was provided on February 5, 2014 and an interim statement on the Partnership
Agreement on February 28, 2014. Two further rounds of written feedback on the Monitoring and Evaluation
Plan (in the form of tracked changes and comments) were provided on March 14 and 21, 2014 giving many
detailed recommendations for improvement.

The above was supplemented by a number of informal feedback conversations and emails at various points
in the process in response to the provision of additional and amended documents and following questions
put to the evaluators.

A draft of the ex-ante evaluation was constructed based on a review of available documentation, principally
the Stage 2 Consultation document, the Monitoring and Evaluation plan and interviews with SG officials in
February/early March, 2014. This was submitted to the SG on March 7, 2014. Written answers were
provided to a number of outstanding questions and further interviews with SG officials were carried out in
April 2014 to discuss elements where documentation provided to the evaluators did not provide information
necessary to address evaluation questions. This additional information was used to complete the ex-ante
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evaluation.

The ex-ante evaluation report was structured on all the evaluation questions contained in the guidelines
document covering both those raised in the text and those listed in Annex. Throughout the process special
attention was given to the requirement that the SRDP contributes to the EU 2020 Strategy and that it
operates within the context of the CSF and the Scottish chapter of the Partnership Agreement. The
evaluators are satisfied that, as shown in the draft SRDP, these conditions are fulfilled.

15




3.2. Structured table containing the recommendations of the ex-ante evaluation and how they have

been addressed.

Title (or reference) of the | Category of recommendation Date

recommendation

Evaluation Plan 1 Other 12/06/2014

Evaluation Plan 2 Other 12/06/2014

Evaluation Plan 3 Other 12/06/2014

Evaluation Plan 4 Other 12/06/2014

Evaluation Plan 5 Other 12/06/2014

Financial allocations Establishment of targets, distribution of | 12/06/2014
financial allocations

Implementation Programme implementing arrangements 12/06/2014

Recommendations related to the SEA SEA specific recommendations 12/06/2014

Relevance and coherence of the | Other 12/06/2014

programme

The SWOT and needs assessment | The SWOT analysis, needs assessment 12/06/2014

recommendation 1

The SWOT and needs assessment | The SWOT analysis, needs assessment 12/06/2014

recommendation 2

The SWOT and needs assessment | The SWOT analysis, needs assessment 12/06/2014

recommendation 3

The SWOT and needs assessment | The SWOT analysis, needs assessment 12/06/2014

recommendation 4

The SWOT and needs assessment | The SWOT analysis, needs assessment 12/06/2014

recommendation 5

The SWOT and needs assessment | The SWOT analysis, needs assessment 12/06/2014

recommendation 6

The choice of measures Other 12/06/2014
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3.2.1. Evaluation Plan 1

Category of recommendation: Other
Date: 12/06/2014

Topic:

Description of the recommendation

Greater clarity should be given within the description of governance to who is responsible for ensuring that
monitoring and evaluation is carried out

How recommendation has been addressed or justification as to why not taken into account

SG Response: this issue was clarified.

3.2.2. Evaluation Plan 2

Category of recommendation: Other
Date: 12/06/2014

Topic:

Description of the recommendation

Consideration was given to the need to carry out bespoke survey work to gather some forms of evidence.

How recommendation has been addressed or justification as to why not taken into account

SG response: provision for additional survey work has been made.

3.2.3. Evaluation Plan 3

Category of recommendation: Other
Date: 12/06/2014

Topic:

Description of the recommendation

The provisions relating to Agri-Environment-Climate be expanded to reflect the proportion of spend
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allocated to this measure.

How recommendation has been addressed or justification as to why not taken into account

SG response: further monitoring and evaluation activities were added.

3.2.4. Evaluation Plan 4

Category of recommendation: Other
Date: 12/06/2014

Topic:

Description of the recommendation

The impact of socio-economic measures is captured within the monitoring and evaluation plan.

How recommendation has been addressed or justification as to why not taken into account

SG response: the plan was expanded to also include these measures.

3.2.5. Evaluation Plan 5

Category of recommendation: Other
Date: 12/06/2014

Topic:

Description of the recommendation

Greater consideration be given to non-beneficiaries in order to establish the counterfactual position.

How recommendation has been addressed or justification as to why not taken into account

SG response: this will be mainly addressed using existing surveys. This was clarified in the final SRDP.
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3.2.6. Financial allocations

Category of recommendation: Establishment of targets, distribution of financial allocations
Date: 12/06/2014

Topic:

Description of the recommendation

The SG should make more explicit the basis of their allocation of funds between measures.

How recommendation has been addressed or justification as to why not taken into account

e identifying the list of priorities for which emerged from the SWOT analysis and needs assessment.

e Scottish Government undertook an exercise to cost what interventions are required to meet these
priorities.

e budget available to Scotland (which represented a decline in real terms of around 5.5% compared to
Scotland’s budget for rural development from the EC for the current programme).

e the building up of the programme was an iterative process balancing what ideally the Scottish
Government would like to fund and what the likely overall budget (EC and domestic funding) would
allow.

e this involved considering schemes which will roll over into the next programme and spend which the
Scottish Government is legally obliged to undertake.

e the remainder of the programme, the process for estimating the potential budget for each scheme
used a number of different approaches.

e For completely new schemes (e.g. Broadband and Support for Co-operative Action), cost estimates
were provided drawing on information from a variety of sources.

3.2.7. Implementation

Category of recommendation: Programme implementing arrangements
Date: 12/06/2014

Topic:

Description of the recommendation

Appropriate contingency planning takes place to ensure that the new IT system delivers as anticipated.

How recommendation has been addressed or justification as to why not taken into account

SG Response: there is confidence that the IT system will be robust. There are plans in the IT programme to
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undertake user testing to ensure that the system is intuitive.

3.2.8. Recommendations related to the SEA

Category of recommendation: SEA specific recommendations
Date: 12/06/2014

Topic:

Description of the recommendation

Less Favoured Area Support Scheme

The SEA highlighted how hill farming — as supported by LFASS — must take a balanced approach to
intensive/extensive grazing management, to ensure the continued delivery of primarily beneficial
environmental outcomes (recognising however that inappropriate grazing management can contribute to
environmental degradation).

New Entrants Scheme and Advisory Services

The SEA identified the potential for the New Entrants Scheme to deliver a range of environmental benefits
highlighting, however, that the scope of these benefits would depend on how support is targeted.

Forest Grant Scheme

The SEA identified potential gains in relation to biodiversity and contribution to carbon sequestration
services.

LEADER

The SEA highlighted how small scale impacts associated with economic development (e.g. as supported
through the Small Rural Business Support scheme and LEADER) should be managed at the scheme level to
ensure that significant cumulative issues don't arise.

How recommendation has been addressed or justification as to why not taken into account

Less Favoured Area Support Scheme

The Scottish Government has decided not to implement this recommendations and ILMPs will remain non-
compulsory.

New Entrants Scheme and Advisory Services

The Scottish Government have highlighted how it would be challenging to target New Entrants support
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according to the SEA recommendations.
Forest Grant Scheme

The Scottish Government’s approach to regional prioritisation of SRDP investment — including in relation to
forestry and links with related delivery mechanisms — is being actively refined (June 2014) to ensure an
integrated approach to land management.

LEADER

The Scottish Government are not actively taking any measures to integrate consideration of potential
cumulative effects issues at the scheme level, for either LEADER or the Small Rural Business Support
scheme. Instead the focus will be on management at the local level through existing mechanisms, namely
the statutory planning system and input from the statutory consultation authorities where relevant.

3.2.9. Relevance and coherence of the programme

Category of recommendation: Other
Date: 12/06/2014

Topic:

Description of the recommendation

e The SRDP should include a statement that the programme makes a contribution to the EU 2020
Strategy objectives.

e The SRDP’s relationship with the other operational programmes should be made as clear as is
possible given the stage of development of these other programmes, and that coordination and
integration is pursued.

e The SG be more explicit in its decision not to employ sub-programmes.

How recommendation has been addressed or justification as to why not taken into account

Ex-ante evaluators’ view of SG response: these recommendations have been built into the SRDP.

3.2.10. The SWOT and needs assessment recommendation 1

Category of recommendation: The SWOT analysis, needs assessment
Date: 12/06/2014

Topic:

Description of the recommendation
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There be a hierarchy of SWOTSs, from the SWOT, the SWOT of the whole SRDP, and SWOTSs related to the
individual EU Rural Development Priorities, so that the way that these inter-relate is clear.

How recommendation has been addressed or justification as to why not taken into account

SG response: though only the SRDP SWOT appears in the programme document, the individual Priority
SWOTs have been shown to the ex-ante evaluators and clearly have been fed into it.

3.2.11. The SWOT and needs assessment recommendation 2

Category of recommendation: The SWOT analysis, needs assessment
Date: 12/06/2014

Topic:

Description of the recommendation

Each element in the SWOT should be backed by robust evidence in the statement of the current situation in
the programme area. Attention was drawn to examples where such evidence was felt to need strengthening
(in particular, for support to farming in Less Favoured Areas and to assist the entry of young farmers).

How recommendation has been addressed or justification as to why not taken into account

SG response: strengthening has been provided where necessary and additional evidence was provided to,
and accepted by the ex-ante evaluators for LFASS and new entrants.

3.2.12. The SWOT and needs assessment recommendation 3

Category of recommendation: The SWOT analysis, needs assessment
Date: 12/06/2014

Topic:

Description of the recommendation

Common Context Indicators (CCIs) and Programme Specific Indicators be built into the analysis of the
current situation, and hence into the SWOT.
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How recommendation has been addressed or justification as to why not taken into account

SG response: this has been done.

3.2.13. The SWOT and needs assessment recommendation 4

Category of recommendation: The SWOT analysis, needs assessment
Date: 12/06/2014

Topic:

Description of the recommendation

Clear demarcation is maintained when classifying features into Strengths, Weaknesses, Opportunities and
Threats (while recognising that some characteristics could fall into both the Strength and Weakness
categories). Opportunities need to be based on changes in external factors, or building on Strengths or
combatting Weaknesses or Threats. Threats are essentially related to change in external factors and should
be distinguished from current Weaknesses.

How recommendation has been addressed or justification as to why not taken into account

SG response: the programme now respects these distinctions to a greater degree.

3.2.14. The SWOT and needs assessment recommendation 5

Category of recommendation: The SWOT analysis, needs assessment
Date: 12/06/2014

Topic:

Description of the recommendation

That the needs assessment is clearly based on the SWOT of the SRDP. This implies that each need can be
traced back to elements within the SRDP SWOT, which in turn is based on the current situation in the
programme area. The expression of needs should take account of lessons learned from previous RDPs.

How recommendation has been addressed or justification as to why not taken into account

SG response: needs are now clearly based on the SWOT.
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3.2.15. The SWOT and needs assessment recommendation 6

Category of recommendation: The SWOT analysis, needs assessment
Date: 12/06/2014

Topic:

Description of the recommendation

That specific mention is made of the National Rural Network within the SWOT and needs assessment, as no
separate SWOT analysis is being provided. However, the SG had commissioned an evaluation of the 2007-
13 NRN and the findings from this evaluation have informed the plans for the 2014-20 programming
period. This document provided an effective substitute for a SWOT analysis.

How recommendation has been addressed or justification as to why not taken into account

Ex-ante evaluators’ view of SG response: the NRN has not been added to the SWOT, although the SG
clearly recognises the role that the NRN can play in maximising the effectiveness of the SRDP. The
evaluators are content that the evaluation of the 2007-13 NRN has provided a sound basis for developing the
NRN in the 2014-20 programming period.

3.2.16. The choice of measures

Category of recommendation: Other
Date: 12/06/2014

Topic:

Description of the recommendation

e the choice of measures should be clearly linked to the needs identified in the needs assessment;

e full recognition should be given to lessons learned from previous Programmes (or national schemes
where relevant);

e intervention logic at the level of the individual measure should be made explicit within the section
describing each measure;

e intervention logic at the level of the programme (combination of measures, cohesion and
consistency) should be apparent;

e alternative ways of delivering the measures should be considered.
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How recommendation has been addressed or justification as to why not taken into account

The main comment the evaluators made was that the consultation document represented a substantial
development of the material which had previously been made available to us. Our general conclusion was
that the document was comprehensive, cohesive and well-integrated with other EU and national policies.

The draft SRDP programme document demonstrates (as does the Consultation Document that preceded it)
that the required direction of development has been followed, starting with the issues faced by rural areas
that can be addressed by the Structural Funds, then proceeding to what can be tackled under the SRDP.
There is evidence that consideration has been given to which funds should be used, for example, to support
advice and training, and purposeful choices made. In general, the rationale for interventions is spelled out,
together with the legal basis of interventions and, by implication, the looked-for impacts. The proposals are
set within a joined-up framework, both in terms of consistency and complementarity within the SRDP.
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4. SWOT AND IDENTIFICATION OF NEEDS
4.1. SWOT

4.1.1. Comprehensive overall description of the current situation of the programming area, based on
common and programme-specific context indicators and other qualitative up-to-date information

The Scottish Rural Development Programme (SRDP) will operate under a broad strategic framework agreed
by the European Union (EU), termed the EU 2020 Strategy. This outlines thematic objectives to help focus
the strategic interventions enabled through the use of European funds. Linked to these will be Scottish
National Performance Framework (NPF) outcomes, which were developed to support the delivery of the
Scottish Government (SG) Purpose:- ‘to focus the SG and public services on creating a more successful
country, with opportunities for all of Scotland to flourish, through increasing sustainable economic growth’
The Thematic objectives and NPF outcomes are set out in a table, together with a brief comment of the
position in Scotland.

See figure 1
Partnership Agreement

To assist in the development of the Partnership Agreement (PA), the EC issued a position paper for the UK
in November 2012. This set out three specific challenges which the EC believes the UK and Scotland should
address using the ESIF, if there is to be measurable progress against the EU 2020 targets. These are:

e increasing labour market participation, promoting business competitiveness and research and
development investment;

e addressing social exclusion and unemployment;

e developing an environmentally friendly and resource efficient economy.

The EC's analysis aligns well with the SG's purpose, the Government Economic Strategy (GES) and the
NPF. Together, these align with the overall EU 2020 objective of creating a smart, sustainable and inclusive
Europe.

EU Rural Development Priorities

Underneath the EU Thematic Objectives sit the EU Rural Development (RD) priorities, which direct
funding from European Agricultural Fund for Rural Development (EAFRD) towards key priorities for rural
areas. The EU priorities for RD are:

e fostering knowledge transfer, co-operation and innovation;

e enhancing competitiveness, promoting innovative technologies and sustainable management of
forests;

e promoting food chain organisation & risk management;

e restoring, preserving & enhancing ecosystems;

e promoting resource efficiency & transition to low carbon economy;

e promoting social inclusion, poverty reduction and economic development.

EU RD Priorities were mapped against the SG's NPF outcomes to ensure that all six priorities were relevant
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to Scotland.
See figure 2

With both the thematic objectives and RD priorities, it is clear from the NPF, and the rural Strengths,
Weaknesses, Opportunities, Threats (SWOT) analysis carried out by the SG that Scotland can make
significant gains in all these areas if appropriate interventions are made.

Through the intervention logic summarised above it is clear that SG NPF outcomes can be delivered through
the six RD priorities, therefore SWOTSs were undertaken for all six RD priorities. The findings from these
SWOTs are based on; analytical work undertaken by the SG through; the development of the Government
Economic Strategy (GES); the NPF, drawing on a range of indicators (including the Common Context
Indicators); and evidence from extensive consultations with stakeholders.

Sectoral Performance

Agricultural Sector

There are around 53,000 agricultural holdings in Scotland (CCI 17) covering a total area of 5.6 million
hectares (CCI 18), approximately 73% of Scotland’s total land area. Just over half of this area comprised
rough grazing, with about a quarter taken up by grass, and about 10% used for crops or left fallow. The rest
consists of woodland, ponds, yards and other uses.

Amongst the crops grown in Scotland, excluding grass, cereals accounted for 80% of the land area, with
nearly three-quarters of that being barley (340,000 hectares). There were also considerable areas growing
wheat (87,000 hectares), oilseed rape (34,000 hectares) and potatoes (29,000 hectares).

Livestock numbers continued to fall in 2013, with 6.57 million sheep, 1.80 million cattle and 320,000 pigs.
Despite the decline, the livestock sector remains an important part of Scottish agriculture, accounting for
53% of the sector’s output.

The Scottish agriculture sector generates around £1.1bn in Gross Value Added (GVA), which represents
0.7% of Scottish Gross Domestic Product (GDP). Around 1.4% of people in the Scottish economy are
employed in the primary sector (CCI 13), although figures which capture seasonal and temporary workers
indicates that this figure is higher, with an estimated 68,000 people employed in the Scottish agriculture
sector.

Total income from farming was estimated at £829m in 2013 (CCI 26), made up of £3.1bn in outputs and
£562m in support payments (including subsidies), offset by £2.87bn in costs. Since the late 1990s, total farm
income has, in general, been on an upward trend in real terms, although support payments remain an
important component to the sector’s income.

The productivity of the Scottish agricultural sector had declined slightly in recent years in terms of the net
value added per annual work unit (AWU) of all labour. This decline was particularly marked in 2012,
mainly due to the poor harvest as a result of the prolonged period of adverse weather (CCI 14).

Research, Knowledge Transfer and Skills

A successful future for farming, the environment and climate depends upon access to world class research,
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and Scotland is fortunate to have science institutes which are world renowned and which offer a wide range
of research on food, land use and climate change. The SG will maintain its strategic programme of research
to support effective policy and practice innovation in the economy; including in key growth sectors of food
& drink and life sciences.

Enhanced knowledge transfer from universities has the potential to contribute to both improved economic
output from existing businesses and the creation of new, high value businesses with the capacity to grow

and energise Scotland's GDP performance. It also has the potential to deliver social and cultural gains for
Scotland.

However, the level of business research and development lags behind that of most developed countries.
Business expenditure on research and development as a proportion of GDP (0.58%) is substantially lower in
Scotland than in the UK or EU 27 as a whole (1.09% and 1.22% respectively). If the SG is to realise its
ambitions for delivering significantly higher and sustainable levels of economic growth, then more of the
high quality knowledge being created in Scotland's universities needs to be effectively transferred into the
Scottish economy.

Scotland has a highly skilled workforce drawing on Scotland’s world-renowned higher education institutes.
In addition, the SG's investment in the Strategic Research Programme helps the advancement of new skills,
innovations and techniques in land-management and agricultural modernisation.

This resource can be used to ensure the priorities of the SRDP are addressed appropriately, utilising the rich
resource of highly qualified practitioners in order to drive and sustain improvement and increased
efficiencies. A recent report commissioned by the SG and undertaken by Scotland’s Rural College (SRUC)
set out key areas which could drive improvements across the agricultural sectors. The importance of
knowledge exchange and skills training was prevalent throughout.

The Advisory Services Working Group was set up by the SG to explore the need for advice and knowledge
exchange for Scotland’s land based sectors. This group found that there was too little advice and it was too
fragmented. There were not enough trained advisors and silo advice tended to be given on such things as
nutrition and renewables. The 20% most in need of advice still do not come forward and there are not
enough skills providers.

The current Monitor Farms Programme is recognised throughout the industry as successful for knowledge
transfer and innovation. An independent review for Scottish Enterprise highlighted the role the project plays
in nurturing the future leaders of Scottish agriculture. The research shows that 70% of monitor farmers
progressed to off-farm leadership positions, the majority of individuals attributing their new roles to their
experience as a monitor farmer.

An Investigation into the Role and Effectiveness of Scottish Monitor Farms estimated a benefit of £6.5:£1
of the value of improvements over the costs of the programme. It is believed this is an underestimate as it
was not possible to estimate the financial benefit of the range of improvements identified on group members
farms and in the wider farming population.

In 2012 a Skills Investment Plan was launched for the Food and Drink Industry in Scotland. Businesses in
agriculture, fishing, production horticulture, game and wildlife sector and food and drink manufacturing are
included in this plan. This included actions for a number of priorities to support skills development in the
food and drink sector, including raising the attractiveness to new entrants and retaining talent.

28




Generational renewal in Agriculture

In 2008 the proportion of those that occupied farms who were aged 65 and over was 25%. Over the five
years up to 2013 this has risen to 30%. The opposite pattern is visible for occupiers under 41 years,
dropping from 12% of all occupiers to 10%, illustrating that farm occupiers are aging (CCI 23).

Discussions with stakeholders highlighted the barriers for new entrants to farming. It is extremely difficult
for a young entrant to be successful against an established business when applying for a tenancy. Obtaining
funding is extremely difficult in Scotland as banks are very reluctant to lend to those who are not
established. Going into farming without funding hampers the ability to farm. New entrants start with less or
poorer quality stock, and cannot afford the sort of husbandry conducive to producing quality produce. New
entrants often take on farms that are in very poor condition, then spending the first half of their lease putting
this right.

The age pattern within Scottish Agriculture provides an opportunity to intervene and support enhanced
generational renewal so as to drive modernisation and uptake of innovative practices though a workforce
that has accessed training more recently than many current farmers.

See figure 3
Co-operation

A SRUC report "Modernising Scottish Agriculture” recommended greater collaboration in order to secure
improvements across priority areas for agriculture and the environment. Through collaboration, ecosystem
or landscape scale projects can be enabled more effectively which can help more successful delivery. For
example supporting a project that covers all of a priority catchment area can secure and help sustain
improvements in water quality, flood-risk and biodiversity, or reduce the possible impacts of habitat
fragmentation.

Co-operative projects could go ahead in the previous programme, but it needed to be made easier if there is
going to be an increase in this approach. The report “A review and evaluation of collaborative landscape-
scale management initiatives” sets out the challenges in this area regarding securing participation of several
farmers and land managers in order to secure landscape scale improvements.

There is also the risk that different agencies involved in both development and delivery of the programme
are not sufficiently joined up to ensure effective securing of outcomes sought.

Food and drink

The food and drink industry is a key sector of Scotland’s economy. It generates over £13.1 billion per year
in Scotland and employs over 360,000 people from farmers and fishermen to shop assistants and waiters
(CCI 16). These jobs are often in fragile rural and coastal areas. The importance we attach to our food and
drink reflects its significance to our health and wellbeing, its contribution to our environment and its
meaning and culture in the communities which make up Scottish society.

The sector has delivered strong growth over the past seven years, exceeding targets for turnover and exports.
The total value of overseas food and drink exports from has increased by 52% between 2007 and 2012, with
the value of Scotch Whisky exports increasing by 87% over the last ten years from £2.3 billion in 2002 to
£4.3 billion in 2012. GVA relating to the food and drink sector as a whole (i.e. Agriculture, fishing &
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aquaculture, food and drink manufacturing) increased by 32% between 2007 and 2011. Significant issues
remain to be overcome and there are many new opportunities to grasp. There is already considerable
synergy between Scotland’s key markets for food exports and international leisure tourists. Similarly,
VisitScotland research on the domestic market shows when domestic visitors are on UK/Ireland holidays
54% report trying local speciality food and drink.

The SG manifesto has a Commitment to Food Production and Growing Farm Businesses. The primary
purpose of agriculture in Scotland is and has to be the efficient/sustainable production of food. A strong
value-added strategy for Scottish farm produce looking for increased returns and the development of new
products and markets and increased co-operation, linked to successful food and drink policy, is crucial.

Tourism

The tourism sector is of vital importance to the Scottish economy - worth £4.3 billion in direct expenditure
from overnight visitors (2012) and providing employment to 185,900 people within the tourism growth
sector (2011). The SG and the tourism industry have high ambitions. In June 2012 the tourism industry’s
Leadership Group published ‘Tourism Scotland 2020°, a long-term strategy for tourism in Scotland setting
out a vision to make Scotland a destination of first choice for a high quality, value for money and
memorable customer experience, delivered by skilled and passionate people, building on Homecoming
2014, The Ryder Cup and Commonwealth Games.

Homecoming Scotland 2014 positioned Scotland on the international stage as a dynamic and creative

nation. The year-long programme of events celebrated the very best of Scotland’s food and drink, our assets
as a country of natural beauty as well as our rich creativity and cultural and ancestral heritage. We are
creating a lasting legacy for the visitor economy so that Scotland will benefit for many years to come, a
lasting legacy for Scotland that is tangible, visible and carries long term benefit. To that end a second series
of themed years that aim to support and drive Scotland’s tourism have already been announced and include:-

e 2015 - Year of Scotland’s Food and Drink;

e 2016 — Year of Innovation, Architecture and Design;
e 2017 — Year of History, Heritage and Archaeology;
e 2018 - Year of Young People.

In research by Scottish Natural Heritage (SNH), Scottish Enterprise and VisitScotland, respondents agreed
that when thinking of a holiday or short break in a rural/countryside location, peace and quiet, scenery and
getting to spend time together were the most essential factors in a holiday destination. While these are not
necessarily uniquely associated with staying on a farm, there are clearly opportunities to ensure these
important motivating factors are offered to potential visitors. Crucially that survey also shows that access to
the countryside was seen to be the factor most likely to encourage respondents to stay on a farm in Scotland.
72% of respondents also said that they would consider staying on a farm which presents huge potential to
farm accommodation providers. As well as new diversification opportunities, this would include greater
opportunity to grow existing sectors (such as accredited caravan sites on farms) and maximising the
potential for sharing infrastructure to improve customer experience within an area.

A 2012 report from SRUC provides a useful summary of the importance of tourism within Scotland’s rural
areas:

“In economic terms, private sector enterprises in rural areas make an important contribution to the strength,

30




sustainability and value-added of Scotland as a whole: overall, rural regions are estimated to account for
over 25% of gross value added to the Scottish economy. This is substantial when it is considered that rural
Scotland is home to only 18% of Scotland’s population. Important rural sectors such as food and drink,
fisheries, forestry, energy and tourism, make a particularly significant contribution to Scotland’s economic
success and to its global identity.”

Environment & Climate Change

Farming

Hill farming has long been a key activity in Scotland, forming an important part of rural life. Livestock
farming remains the dominant form of agriculture carried out in Scotland and related activities in livestock
production, meat processing as well as tourism all generate significant income. Beyond contributing to
sustaining the rural economy, continued farming in these areas makes important contribution to the
environment, as much of it is High Nature Value (HNV), along with the beautiful landscapes that Scotland
is renowned for.

Scotland’s agricultural land is marginal with 85% being designated as Less Favoured Area (CCI 32) and as
such the limitation of available farming system options can be a barrier to modernisation. An SNH led
report on economically vulnerable farming points to evidence in hill farming systems of declining livestock
numbers, issues recruiting labour, long working hours, variable and volatile incomes, and a trend towards
partial or complete land abandonment in areas. The researchers also emphasise the importance of support
payments for these farms. However evidence shows that some within the farming community can adapt to
change quickly and adopt modern equipment such as robot milking, for example, and of new techniques
(precision farming, e.g. precise application of fertiliser based on soil type and nutrient requirement). This
has increased markedly in recent years as farmers look to keep costs at a minimum while others have taken
opportunities to develop diversification such as tourism facilities and farm shops.

An overly complex planning system can lead to significant delays in approval of capital investments that
can drive modernisation and increased economic growth. This has to be balanced with the need to ensure
that any investments made do not have a detrimental impact on the environment, climate and rural
communities.

Scotland enjoys a reputation for high plant health and crop quality. There are many plant pests and diseases
which if became established could cause serious damage to agricultural, horticultural crops and the natural
environment. Maintaining this status is important and is a focus of the SG's strategic research programme.

Equally, Scotland has a strong reputation in animal health and welfare based on strong cooperative working
between SG and industry leading to proactive approaches to disease prevention and control. For example,
Scotland’s cattle sector is free from Bovine TB and is implementing an innovative BVD eradication
program, sheep scab is a notifiable disease and the pig sector has developed the SSPCA approved welfare
programme for Scotch Pork. Scotland has implemented a successful Honey Bee Health Strategy since 2010.
However careful and detailed attention in this area will need to continue to ensure Scotland retains its status.
Experience of Bovine Spongiform Encephalopathy (BSE) demonstrated the significant long-term
detrimental impact a disease can have on a particular sector.

Scotland is developing a new 5 year Animal Health and Welfare Strategy to follow the existing GB Strategy
and continues to cooperate with other UK administrations on delivery of animal health services. This is a
significant focus of our strategic research programme and on-going support available to livestock producers
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from advisory and diagnostic services.
Forestry

The area of woodland in Scotland is 1.41 million hectares (CCI 29) with 65% in private ownership and 35%
in state ownership, managed by Scottish Forestry(SF). Overall 74% is conifer woodland and 26% is
broadleaved. The average size of wood is 17 hectares with 90% of woods being less than 50 hectares.

Scotland has a narrower range of indigenous trees species than other European countries with Scots pine the
only native conifer of economic significance. At the start of the 20th century, total woodland cover in
Scotland was just 5% and tree planting started to increase after the First World War. With the initial
woodland planting emphasis on timber production, the planting up to the 1980’s was mainly with introduced
conifers. Whilst Scotland’s tradition of planting conifers continues, from the 1990’s, planting has become
more diverse with a greater amount of broadleaves and a significant expansion of native woodlands. In the
SRDP 2007-2013, 70% of new woodlands created with EU support were native woodland. Woodland cover
Is now 18% which is half the European average of 37%.

Woodland planting levels have declined from around 30,000 hectares per annum in the 1970’s to an average
of 5,600 hectares per year between 2003 and 2013. Whilst there is potentially suitable land available for
woodland planting a number of factors can prevent land coming forward for woodland creation such as land
prices, complexities of ownership and tenure and in particular cultural barriers between farming and
forestry, farming and forestry have been seen traditionally as separate land uses. A more integrated
approach to land use is required. It is considered that agro-forestry systems may help to integrate farming
and forestry and this should be taken up in the next RDR.

Forestry is a long term activity and the SG has set out a vision for forestry the Scottish Forestry Strategy
(SFS). The SFS highlights that forests are multifunctional serving economic, environmental and social
purposes and that sustainable forest management is central to deliver benefits in a balanced way.

Forests are an integral to rural development, contribute to mitigating climate change and other
environmental services, and are habitats to a wide range of species and provide wide social benefits. The
GVA of the forest industries in Scotland including forest related tourism is £670 million, supporting 31 000
jobs (all figures as at 2007/08), mostly in rural areas. The total GVA associated with Scottish timber is
estimated to be around £460 million at 2007/08 prices, or 0.5% of the total GVA for the Scottish economy.
The total employment in the Scottish forestry sector associated with the use of timber is estimated to be
13,200 full-time equivalent (FTE) jobs.

In addition, the GVA of first-round (direct) visitor spending attributable to woodland visits, where woodland
was the primary reason for the visit, is estimated to be £209 million at 2007/08 prices. The total employment
due to first-round (direct) spending from tourism and recreation attributable to woodland, where woodland
was the primary reason for the visit, is estimated to be around 17,900 FTE jobs.

The forestry sector is defined broadly to include harvesting and planting, farm woodlands, haulage, primary
wood processing, pulp and paper, and public sector, non-governmental organisation, and research and
education employment that is associated with Scottish forests. However estimates exclude employment
associated with the use of timber not grown in Scotland. Wood is the main source of financial revenue from
forests and timber harvested in Scotland in 2013 was over 7 million green tonnes which is 65% of timber
production in Great Britain. This is the largest timber harvest in Scotland’s history and with production set
to rise over the next 20-25 years the increasing harvest has given confidence for significant investments in
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wood processing estimated at £250 million over the last 5 years. The forest industry is making efforts to
‘smooth’ the production profile, without further planting timber production will decline after 2040.
Forestry’s contribution to renewable energy and woodfuel has seen increasing growth. Total woodfuel usage
in 2012 was 737k oven dry tonnes (odt) an increase of 20% from 2011. Whilst most was used in a small
number of large scale plants, there was a significant increase in the number of small scale plants using less
than 1000 odt. Forward estimates suggest that demand is set to steadily increase over the next few years.

As predominately conifer plantation forests planted in the 1970s and 1980s reach maturity and start to
produce timber they are being redesigned and restructured through the preparation and approval of long
forest plans. These plans ensure that they are being managed in accordance with the UK Forestry Standard
and meet modern standards of sustainable forest management. As a result we are seeing significant changes
to Scotland’s forest resources, all forests are starting to increase the area of native species and introduce a
wider range of conifer species to increase diversity and resilience. Priority open space habitats are being
restored and forests on important peatlands are being removed, this is a priority within the SFS. This change
within existing woodlands is increasing the area of native species woodland by over 3,000 hectares per year,
but it also could reduce the overall productive capacity of Scotland’s forests, unless we are able to
compensate for this by creating new woodlands with the potential for timber production.

Farm woodlands can lack woodland management due to the small average woodland size. Supporting
sustainable forest management of such woodlands can help harness timber potential and stimulate socio-
economic benefits.

Access to woodland can help to improve physical and mental health. Woodlands are a naturally therapeutic
environment and have a positive effect on wellbeing reducing stress and mental fatigue. However, fewer
than one in five people in Scotland have easily accessible local woodlands. Forest tourism is important and
contributes around £210 million to Scotland’s economy and sustains 17,900 full time equivalents.

A key current issue is plant pests and disease. Scotland’s trees are under threat from a range of potentially
very damaging exotic plant pests and pathogens. Equally, with climate change, some existing, native pests
may undergo climatic release and become far more damaging to both native and exotic tree species in
Scotland. The most significant current tree health issues relate to three pathogens: i) Phytophthora ramorum
on larch: By the end of 2013, approximately 5000 - 6000 ha of larch was classed as infected out of a total
area of larch in Scotland of some 68,000 ha, primarily within a core area centred on south west Scotland ii
Chalara dieback in ash: current action is on slowing down the spread of the disease and iii) Dothistroma
needle blight on pine which is causing increasing levels of damage in our Caledonian Pinewoods.

High Nature Value (HNV) farming and forestry

HNV farmland was estimated to account for 44% of the Utilised Agricultural Area (UAA) in Scotland in
2013 (CCI1 37). HNV farmland in Scotland is mainly characterised by extensive hill farming on semi-natural
habitats in the north and west, where climate, soils and topography prevent more intensive land use.

HNV forestry was estimated to account for 41% of the woodland in 2013 See figure 4: HNV farmland and
forestry. The conservation of biodiversity is an essential part of sustainable forest management in Scotland
and international commitments through the UN Convention of Biodiversity link directly to the Scottish
Biodiversity Strategy.

The area of Protected Forests in Scotland is 97,000 hectares (CCI 38). This includes all woodland in Sites of
Special Scientific Interest (SSSIs) where woodland or woodland dependent species have been identified as a
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qualifying feature for designation, or contribute to that interest. It also includes all woodland in National
Nature Reserves (NNRs), SACs and SPAs where these have not been designated as SSls. These are our
most important woodlands for biodiversity and conservation.

There are 319,000 hectares of native woodlands in Scotland. Native woodlands are particularly important
for biodiversity and host a high proportion of rare and threatened species. Overall 46% of total area is in
satisfactory condition for biodiversity. Whilst much has been done over the last 25 years to protect, restore
and expand our native woods they remain in a vulnerable state subject to pressures such as fragmentation,
deer browsing, sheep grazing and threat of invasive non-native species such as rhododendron ponticum and
lack of natural regeneration to sustain the native woodland resource in the long term. A recent survey of
Scotland's native woodlands established a national baseline to monitor future changes in area and condition
and will be valuable for planning work and targeting of grant support during the programme.

EU and national environmental policies

The EU and national environmental legislation, policies, strategies and action plans that are addressed
through the SRDP include the 7th EU Environment Action Programme; the EU Biodiversity Strategy;
Scottish Government’s National Performance Framework; the 2020 Challenge for Scotland's Biodiversity;
the Natura Prioritised Action Framework; the Nature Conservation (Scotland) Act 2004, UK’s Air Quality
Strategy for England, Scotland, Wales and Northern Ireland, Directive 2008/50/EC on Ambient Air Quality;
and the Conservation (Natural Habitats &c.) Regulation 1994 (as amended) which represents the main
legislation implementing the Habitats and Birds Directive.

7th EU Environment Action Programme

The 7th EU Environment Action Programme identifies three key objectives:

1 To protect, conserve and enhance the Union’s natural capital

2 To turn the Union into a resource-efficient, green, and competitive low-carbon economy

3 To safeguard the Union’s citizens from environment-related pressures and risks to health and wellbeing.

The SRDP will contribute to delivering the first and second of these objectives through measures that
protect and enhance biodiversity and water quality, and contribute to natural flood risk management and
climate change mitigation and adaptation.

EU Biodiversity Strategy and the 2020 Challenge for Scotland’s Biodiversity

The EU Biodiversity Strategy provides the overarching policy framework for addressing biodiversity
challenges through the SRDP. The SRDP responds to the headline target to halt the loss of biodiversity and
the degradation of ecosystem services through addressing six targets within the Strategy:

1 The full implementation of the EU nature legislation: halt the deterioration in the status of all species and
habitats covered by EU nature legislation and achieve a significant and measurable improvement in their
status

2 Better protection and restoration of ecosystems and the services they provide: ecosystems and their
services are maintained and enhanced by establishing green infrastructure and restoring at least 15% of
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degraded ecosystems

3 More sustainable agriculture and forestry: conservation of biodiversity with a measurable improvement in
the conservation status of species and habitats and in the provision of ecosystem services

4 Better management of EU fish stocks and more sustainable fisheries: Maximum Sustainable Yield (MSY)
by 2015 and Good Environmental Status by 2020

5 Tighter controls on Invasive Alien Species: Invasive Alien Species (IAS) and their pathways are identified
and prioritised, priority species are controlled or eradicated

6 A greater EU contribution to averting global biodiversity loss.
Natura Prioritised Action Framework

The impact of the SRDP on Natura 2000 will be monitored through SG’s NPF which includes a specific
indicator relating to the condition of protected areas (Natura 2000 sites and SSSIs).

Agri-environment-climate (AEC) payments, forestry measures and non-productive investments all have
play a role in supporting management to improve or maintain the condition of Natura 2000. EAFRD
funding in particular used towards priorities in the Natura 2000 PAF (A Prioritised Action Framework
(PAF) for Natura 2000, Scotland, 2012) that are influenced by agriculture and forestry management.

Advisory Services and funding for Cooperation will directly support delivery of Natura 2000 through
prioritising applications that address Natura sites. Provision also exists within LEADER for funding Natura
where there is a proven demand for actions that underpin rural development.

The PAF identifies a number of features to prioritise over the first 3 years of the PAF 2014/20 with specific
habitats identified including upland and cliff habitats, bog and woodland features. Specific activities that the
PAF identifies would benefit Natura include grazing management, burning management, bracken control,
removal of invasive non-native species such as rhododendron, management for capercaillie and chough SPA
and general woodland management. All these priorities and specific activities are targeted under the SRDP
either through AEC, non-productive investments or forestry measures.

River management is key for a number of PAF target habitats/species such as freshwater pearl mussel, river
and sea lamprey. Action to support management of water margins (in arable and grassland fields), lowland
raised bogs and wetland management is supported under the AEC Scheme.

Peatland restoration is identified as a key priority in the PAF due to its target habitats/species and the carbon
sequestration value. Peatland management is supported under the AEC Scheme with non-productive
investments activities available for restoring peatlands.

Many of the pressures on Natura 2000 sites identified in the PAF, such as habitat fragmentation, impacts
from deer, invasive non-native species and diffuse pollution, operate at a landscape scale. Addressing these
pressures requires coordinated action by a land managers and will be supported through AEC measures.
Additional funds, such as for Cooperation, LEADER and LIFE will be used to support projects to facilitate
and coordinate at landscape scale.

Biodiversity
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Farming is the dominant land use in Scotland, with 75% of land under agricultural management. The
management of farmland habitats therefore has a significant influence on the status of Scotland’s
biodiversity.

HNV farmland was estimated to account for 44% of the UAA in Scotland in 2013, mainly concentrated in
hills and islands of the north and west, where land use is constrained by climate, soils and topography.
Although these areas are typically associated with high biodiversity and delivery of a range of ecosystem
services, they are subject to a range of pressures, principally related to inappropriate grazing management.
Continuing reductions in the number of livestock following decoupling of CAP subsidies from production
have resulted in undergrazing or land abandonment in some areas, threatening the biodiversity associated
with open grazed upland habitats. High densities of red deer result in damage to condition of sensitive
upland habitats with localised overgrazing and trampling. Other pressures on upland habitats include
instances of poorly managed muirburn (burning of heather and vegetation on sporting estates to reinvigorate
grazing for livestock) and historic drainage of peatlands — both of which resulted in negative impacts on
species and habitats of conservation importance.

In productive lowland areas, there has been a trend towards increasing agricultural intensification since the
end of the 2nd World War. Wheat yields, for example, increased in Scotland by 201% during the period
1967-1999 due to more effective tillage, and other things. Examples of intensification at landscape scale
include specialisation and geographical polarisation of arable and grassland farms (with pastoral areas
dominating in the west and arable farms in the east) and historic loss, neglect or inappropriate management
of features such as hedgerows. Other examples of intensification include widespread use of pesticides and
fertiliser; and agricultural improvement (e.g. drainage and reseeding) and a switch from hay to silage.

This trend towards intensification has been associated with declines in biodiversity on farmland habitats. In
recent decades, the rate of loss of biodiversity has slowed, in part due to increased environmental regulation
and support through AEC funding. There have been improvements in the condition of habitats within
designated areas and population increases in a number of species of conservation concern. However, SRUC
reported in 2010 that ‘these gains have been offset by a continuing decline in the quality of much of
Scotland’s wider countryside, with resulting adverse impacts on habitats and species associated with
Scottish farming.’

Habitats and species strongly in decline or especially vulnerable in Scotland have been identified for
targeted action under the Scottish Biodiversity List and are referred to as ‘priority’ habitats and species. The
most recent assessment by SNH, more priority farmland species were declining in population size (43%)
than increasing (29%) and more priority farmland habitats were deteriorating in conservation status (63%)
than improving (13%). The most recent Countryside Survey (Norton et al 2009) reported declines in plant
species diversity in a range of Scottish habitats, including improved grassland, hedgerows and streamside
vegetation.

The 2011 UK National Ecosystem Assessment (NEA) reported that 44% of ecosystem services delivered by
Scottish habitats are in decline, with only 16.5% improving. Within enclosed farmland habitats in Scotland,
wild species diversity, water supply, soil quality and regulation of climate, hazards, pests and diseases have
shown some deterioration over the last 20 years, and the abundance of wild and domestic pollinators has
also declined. The NEA noted an increase in provisioning services, especially from agricultural systems,
over the last 70 years has had significant impact on biodiversity in Scotland with declining capacities of all
ecosystems to support sustained use.’
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The NPF includes two indicators of the status of biodiversity in Scotland: i) improve the condition of
protected nature sites and ii) increase the abundance of terrestrial breeding birds.

1) The proportion of protected nature sites in a favourable condition has remained relatively stable since
2009, with 78.8% of protected nature sites assessed being in favourable condition in 2014. The most
significant pressure on the features of these sites is overgrazing by farm livestock and/or wild herbivores
such as deer, feral goats or rabbits. Insufficient grazing to maintain the balance of species in the habitat has
also been frequently identified. Delivering remedial management on protected areas where over/under
grazing is an issue can be complex, particularly where the issue involves the management of wild deer
herds, which typically range across multiple land holdings. The second most common pressure on natural
features is the presence, or expanding area, of invasive species, both native (e.g. bracken) and non-native
(e.g. rhododendron) species.

See figure 6

i) The abundance of terrestrial breeding birds is used as an indicator of wider biodiversity and is recorded
by an index (based on the abundance of key terrestrial bird species in Scotland). The index increased by
22% between 1994 and 2008, but declined by around 10% between 2008 and 2012, though was followed by
a modest improvement in 2013. The overall decline since 2008 has been driven by a decline in upland and
farmland species. The upland bird index has declined continuously since 1994, by 18%. Although the
farmland bird index increased between 1994 and 2008, it has declined by around 12% since 2008.

See figure 5
Water quality

In 2012 around 2,050 of the 3,200 water bodies in Scotland met the EC’s Water Framework Directive
standard of ‘good status’ with regards to ecology (63%) (CCI 40). This has improved from 1,970 (61%) in
2008. However, around 18% of water bodies are considered to be in less than ‘good status’ as a result of
diffuse pollution from agriculture. The Nitrates Directive UK Article 10 four yearly report (2008-11)
contains Scottish data on nitrates, with 12.9% of Ground Water bodies and no Surface Water bodies
exceeding 50mg/l NO3. In Scotland comprehensive pesticide usage and trends data is collated by SASA
(Science and Advice for Scottish Agriculture) and is available on their website.

Air quality

The UK’s Air Quality Strategy for England, Scotland, Wales and Northern Ireland was developed to
improve air quality in the UK. It sets UK objectives for reducing pollutants. For some pollutants Scotland
has adopted more stringent objectives than the rest of the UK. The strategy sets out the UK’s system for
local air quality management (LAQM). Scotland has set higher standards for nitrogen dioxide and
particulate matter. The discussion to do so reflects the Scottish Government’s priority to promoting and
protecting air quality; it allowed greater alignment with the then World Health Organisation standards.
Attention is focused on all sources; though in many areas transport related emissions are the main cause of
air quality issues. In a Scottish context agriculture is not a significant source of air quality problems;
particularly given that the extensive nature of Scottish farming systems do not lead to the concentration of
key air pollutants. Indeed the priority for Scottish air quality action plans are urban areas and are principally
focused on transport and a small number of industrial locations. A such we did not believe that it was
appropriate to identify air quality as a significant challenge for our rural development programme.
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Soils

The Scottish Soil Framework (May 2009) identified soils as one of the nation’s greatest assets, valuable but
vulnerable. It listed several threats to soil functions, with climate change and loss of organic matter being
the most significant. The Framework was designed to promote the sustainable management and protection
of soils. A Progress Report on the Scottish Soil Framework, outlining progress on the 39 identified actions,
which indicate developments towards the 13 soil outcomes was published in December 2013.

Climate Change

Mitigation

The Climate Change (Scotland) Act 2009 sets a world leading target of reducing greenhouse gas emissions
(GHG) by at least 42% by 2020 and 80% by 2050 (against a 1990 baseline). The SG's2013 publication Low
Carbon Scotland: Meeting the Emission Reduction Targets 2013 — 2027 sets out the policies and proposals
that can deliver our statutory annual emissions reduction targets.

Our approach to reducing emissions from agriculture and related land use sector is guided by our Land Use
Strategy, which sets out objectives relating to the economy, environment and communities. These support
an integrated approach to managing the competing demands we place on our land resource. They seek to
balance a productive land-based sector and successful tourism and leisure industry, with the vital role our
land plays in maintaining Scotland's rich biodiversity and storing carbon.

Emissions from agriculture & related land use contribute about a 5th to the Scottish total: about 11 MtCO?2e.
Although these GHG emissions have declined by around 27% since 1990 due to a decrease in livestock and
a decline in nitrogen fertiliser use, there is further potential to reduce emissions from the sector through
uptake mitigation of measures that also benefit air and water quality and biodiversity.

The transition to low-emission agriculture is aided by a number of linked initiatives developed and
supported by the SG. Research provides innovative and sustainable solutions improving efficiency and
reducing emissions. Advisory initiatives promote sustainable farm practices focusing on resource efficiency
and advice on cross-cutting benefits. Industry action to promote greater efficiency by sharing best practice is
key to encouraging uptake of mitigation actions.

Climate Change Adaptation

Climate change is one of the most serious challenges to society and the natural environment. The SG has
shown leadership by publishing Scotland’s first statutory Climate Change Adaptation Programme in May
2014 to increase the resilience of Scotland’s people, environment and economy to the impacts of a changing
climate. Acknowledging the impact of climate change is important in terms of minimising the risks and
economic and environmental impacts, and to ensure we maximise the opportunities arising in the transition
to a low carbon economy and adapt to our changing climate.

Key risks and opportunities for woodlands from climate change are likely to be increased, windthrow and

drought, wildfire, pests and diseases perhaps tempered by increases in productivity in tree species that are

matched to new conditions. Woodlands can contribute to climate change mitigation and adaption. The SG

has a target of planting 10,000 ha/ yr of woodland. This was part of the SG's First Report on Proposals and
Policies (RPP1) on climate change for 2010-2022, published March 2011. In June 2013 the SG published
the report Low Carbon Scotland: Meeting our Emissions Reduction Targets 2013-2027: (RPP2). This
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confirmed the policy of increasing woodland creation rate to 10,000 ha/yr with the objective of achieving
100,000 hectares of new woodland by 2022 and assumes levels of 10,000 ha/yr is maintained between 2022
- 2027. This level of woodland creation is forecast to reduce emissions by around 4.8 MtCO2e in the period
to 2027, whilst also providing other environmental, economic and social benefits.

Over 2010-2022 the 10,000ha/yr target will contribute approximately 12% towards the total RPP2 emission
reduction target for the whole economy. The emissions reduction target reduces from 53,652 KtCO2e in
2010 to 38310 KtCOz2e in 2022. This is a reduction of 15342 KtCO2e of which the 10,000ha/yr target will
deliver 1772 KtCO2e by 2022 or 12%. The contribution from forestry is more significant later years and this
abatement potential will continue to grow substantially during following decades. For example in 2020 the
target for emission reduction across the whole economy is 1259 KtCO2e of which forestry will contribute
310 KtCO2e or 25%. In 2022 the total emissions reduction target is 1185 KtCO2e of which forestry delivers
435 KtCO2e or 37 %. For climate change adaptation, sustainable forest management can help make
woodlands more resilient to provide benefits to Scotland even as the climate changes. Key adaptation
measures include, encouraging forest management planning through long term forest plans that create well
designed and diverse forests that can better withstand change and extreme events, encouraging native
woodland planting and natural regeneration where appropriate and in particular when extending existing
native woodlands, encouraging low impact silvicultural systems (LISS) and supporting woodland owners
with the threat of pests and diseases

Forestry’s contribution to renewable energy and woodfuel is increasing and can reduce carbon emissions.
Woodfuel projects were estimated to save 1,046k tonnes of CO2 in 2012. Use of renewable energy sources
for generating electricity and heat as part of its strategy for improving sustainability and reducing the impact
of climate change.

Historic Environment

Scotland's historic environment helps tell the nation's story. It is at the heart of Scotland’s cultural identity
and has helped define its place on the world stage. Scotland is committed to building a creative and dynamic
nation - a Scotland that builds on a rich heritage with confidence for what is to come. In challenging
economic climate multiple benefits must be secured from investments made, delivering benefits to
environment, climate and historic environment.

Socio-economic and Rural Situation

Population and Employment

Some 95% of Scotland’s land area is classed as rural, however, only 18% of the population live there.
Scotland’s population increased by 4.7% between 2001 and 2011 (CCI 1). The population in rural areas
increased faster than urban areas over this period, with the population in accessible rural areas increasing by
14.3% and t in remote rural areas by 7.6% (CCI 4).

The sparsity of populations in remote areas can lead to difficulties in accessing services and facilities
compared to residing in urban areas. It also leads to limited opportunities for business growth due to low
numbers of potential customers and difficulties in accessing markets and suppliers.

While the overall population of Scotland has continued to rise, the financial crisis of 2008 and subsequent
recession had a significant impact on the economy. While output is expected to return to pre-recession
levels in the 1st half of 2014, effects of the recession will be felt for a considerable time. In particular,
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unemployment remains above pre-recession levels and youth unemployment presents a serious threat to the
economy (CCI 7). The lack of experience and skills being acquired by Scotland’s youth has the potential to
restrict growth and income in the future.

Unemployment rates are, however, lowest in rural areas (CCI 7). In 2011 unemployment was 4.9% in
accessible rural areas and 5.8% in remote rural areas compared to 8.7% in the rest of Scotland. Income
figures from the 2012 Scottish Index of multiple deprivation show a lower proportion of those in rural areas
being income deprived or employment deprived in comparison with the rest of Scotland.

See figure 7

Nevertheless, pay remains lower in remote rural areas of Scotland. This partly reflects the nature of
employment which can often be dominated by relatively low-paid and seasonal sectors such as tourism and
agriculture.

See figure 8
Communities

The Scottish Index of Multiple Deprivation (SIMD), which is calculated from a number of economic
indicators, shows those living in rural areas are less “deprived” than those in the rest of Scotland. However
the index of multiple deprivation can mask pockets of deprivation, particularly in rural areas (CCI 9). A
number of reports examined this issue in detail, recognising how the experience of relative poverty in rural
Scotland is different from that in urban Scotland.

The social economy has a vital role to play in rural communities where market provision is limited. The
SRDP, predominately through LEADER, will help tackle some of the factors which contribute to
deprivation in rural areas.

In the Scottish Household Survey, adults who live in rural areas are less likely to say local services would be
convenient to access than those in small towns and urban areas.

Drive times to services are a useful measure to illustrate the population’s access to services. Information
available from the SIMD shows the population in “accessible rural” and “remote rural” areas need to travel
for longer periods of time to access key services than the population in the “Rest of Scotland”.

For example, 85% of those living in remote rural areas are within a 15 minute drive of a General
Practitioner (GP) compared to 99% of those in accessible rural areas and 100% of those living in the rest of
Scotland. The difference is more stark for accessing a secondary school with only 55% of those in remote
rural areas being within a 15 minute drive compared to 90% and 100% for accessible rural and the rest of
Scotland respectively.

See figure 9

The proportion of the population accessing key services in 2012 via public transport was lower in all rural
areas compared to the rest of Scotland. In remote rural areas the following proportion of the population
could access key services using public transport within 15 minutes:

e 27% of population could get to a GP compared with 95% in rest of Scotland;
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¢ 40% of population could get to a post office compared with 98% in rest of Scotland;
e 22% of population could get to a retail centre compared with 86% in rest of Scotland.

Going forward, there is opportunity to help rural communities improve access to vital services which not
only tackle exclusion but also lead to enhanced opportunity by widening choice. This will assist in making
Scotland’s rural communities more resilient in the future.

Businesses

Remote rural areas showed a declining number of businesses in 2010 and presented the lowest opening rate
of the three areas at 7% of total businesses.

Productivity is a key driver of the competitiveness of an economy and therefore a pick-up in productivity is
vital in sustaining the recovery in Scotland. The impact of the prolonged recession raises the threat that
productive potential of some firms will be adversely affected due to, for example, a reduction in capital
investment (or inability to fund vital maintenance costs). This means that firms are no longer able to
produce the same level of output as before the recession.

One of the unusual characteristics of the recession was unemployment did not rise to the extent which
would have normally been associated with the scale of reduction in output within the economy. This was
because many firms chose to hold on to staff offering reduced wages/hours. This labour market flexibility
meant although more people were kept in employment than expected, it resulted in a sharp decline in
productivity.

Since 2004, the registration rate of businesses (i.e. the business birth rate) in Scotland is consistently below
the UK rate. The latest data reports 52 new business openings per 10,000 adults for the UK in 2012
compared to 40 per 10,000 adults in Scotland. While the latest figures for rural areas of Scotland does show
that business birth rate in accessible rural areas compares favourably to rest of Scotland, the rate is still low
relative to UK average.

See figure 10

In recent years there have been real cost pressures on both businesses and households as a combination of
falling real wages, rising costs of many goods and services, and weaker demand within the economy.
Changes to taxation have also affected both businesses and households (for example, the increase in the
VAT rate from 17.5% to 20%). These higher costs will affect the spending power of consumers and the
profitability of firms.

However, the world is becoming increasingly integrated and Scotland will face competition from emerging
markets with increasingly skilled workforces. It is vital that Scotland builds on its strong competitive
advantage, in areas such as whisky, so as to grow its export base and secure a more balanced economy.

Some 43% of small and micro enterprises (SMES) in accessible rural areas will seek to grow their business
over the next three years, and 35% in remote rural areas. There is also a greater proportion of SMESs in non-
rural Scotland (25%) which aim to reduce the size of their business over the next three years in comparison
to SMEs in accessible (10%) and remote (16%) rural areas. Consequently there is the opportunity to grow
the business base in rural Scotland over the coming years.

While the Scottish agricultural sector was less affected by the recession compared to other sectors, there are
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a number of underlying challenges facing the sector.

Beef production is at the heart of Scottish agriculture, contributing 22% of total output from Scottish
agriculture in 2012 with almost 12,000 holdings drawing some income from a beef enterprise.
Measurements of enterprise profitability recorded over many years, either at enterprise level by Quality
Meat Scotland (QMS) or at farm level by the SG show that, even before cuts in CAP support, very few beef
enterprises are profitable at a level to reward the proprietors for their unpaid labour and risk capital invested
in their business. Nevertheless, analysis of those businesses that are successful and growing identify a
number of key success factors that underpin financial performance including high levels of technical
performance and the appliance of science and technology.

Since 2009 the SG has recognised the strategic role of food and drink in the Scottish economy by adopting a
Food and Drink Policy. Initial targets for growth in the food and drink sector set in 2009 were met early and
new targets for growth were set in 2013. The beef sector has been, and will continue to be a major
contributor to these ambitious targets as well as an iconic exemplar of high quality Scottish food, with 95%
of Scottish consumers wanting home-grown beef. Nevertheless, the beef sector’s ability to meet these
targets is compromised by a number of challenges not least of which are; the steady decline in livestock
numbers since the last reform of the CAP implemented in 2005, which has seen beef cow numbers fall some
50,000 head and Scottish abattoir throughput of prime cattle fall by more than 15%, and low profitability. In
addition, a number of beef producers are likely to suffer a reduction in Pillar 1 support which could further
impact on their sustainability.

Broadband

The SG's vision is for Scotland to be a world leading digital nation by 2020, underpinned by future-proofed
mobile and fixed network infrastructure that will support connectivity on any device, anywhere, at any time.
Achieving a significant improvement in Scotland’s broadband infrastructure is a high priority for the SG.
This is reflected in the investment through the Superfast Scotland Programme. Alongside commercial
coverage, the Superfast Scotland programme will extend access to superfast broadband infrastructure to
85% of premises across Scotland by 2015/16 and we estimate that over 95% of premises will have access to
superfast broadband infrastructure by the end of 2017/18.

Good broadband connectivity is an enabler of economic growth in rural areas. However, parts of rural
Scotland are not able to exploit or benefit fully from digital opportunities. The combination of poor
connectivity and limited ICT skills can lead to digital exclusion for many people. It can also increase the
"digital divide™ and lower opportunities for learning, reduce access to public services and inhibit business
growth. In turn, rural areas may lose their competitive advantage and be seen as less attractive places to do
business.

The proportion of households with internet access in the home in 2013 was 76% compared to, 80% in the
UK as a whole. Within Scotland there is an urban rural divide for broadband accessibility with remote rural
areas having the lowest levels of take up.

See figure 11
Finance

The availability of credit within the UK economy for households and businesses remains a concern six years
on from the start of the financial crisis, with a number of initiatives launched by the UK and Scottish
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Government to help address this market failure.

Results from the SG's 2012 Access to Finance survey show that rejection rates for applications for finance
were 14% in accessible rural areas and 13% in remote rural areas. Furthermore, access to finance is seen as
one of the major obstacles to success for businesses in rural parts of Scotland.

The issue of access to finance in rural areas, like access to finance in the economy more generally, is a
complex one, with both supply and demand factors influencing overall lending activity. This is consistent
with the findings from the SG's SME Access to Finance survey. Public sector support is often crucial in
leveraging in private finance for rural businesses and community projects. With the forthcoming spending
reductions in the public sector in Scotland, rural businesses may find it more challenging to access financial
support from traditional sources.

The economic uncertainty over the past few years has had a significant impact on the level of investment
within the Scottish economy as many firms have chosen to hold-off undertaking significant investment until
there is greater confidence in the strength of the recovery. There are encouraging signs that investment
levels are starting to pick-up as the economic outlook improves. However there is the threat that another
tightening of finance or shock to the global economy could reverse this trend.

Figure 1 EU Thematic Objective and Scottish National Performance Framework

EU Thematic Objective and Scottish National Performance Framework (NPF}
outcome:

Research & Development & Innovation.
MNFF outcome: We are bettereducated, more skiled and more successful, renowned forour research
and innovation.

Business expenditure on research and p as a prop of GDP 5 lower in
Scotland than in the UK or EU 27 as a .\n:ule H:.\e»er from s
index, that how welluni ge to the wider

has shown an overall increase since 2002/03.

Information and Communication Technology
MNPF outcome: We live in a Scotland thst is the most atiractive place for doing business in Europe

Cver £280m of public funding has been committed to the Scottish Govemment's Step Change
programme, which will ensure that 85% of premises in Scotland can scoess next generation
br:lsdbsnd [NGEI bythe end of 2015/16and 85% by 2017/18. However, even after this substantial

parts of will remain unsble to sccess NGB, Indesd, many of
Scotiand's most rural and remote communities will be amangst the most challenging and expensive
areas to connect in Europe. The Scottish is d to ensuring thst no part of
Scotland is left behind in the digital revolution and gnises that sdditional and ined

investmant wil be vital if regional i iities within Scotland are to . Additional public
sector funding, including EU funding and UK Govemment funding, iz seen ss crucisl. Broadband
take-up in Scotland has risen from 60% in 2008 to T6% in 2013, though i remains below the UK
svarsge of 50%

Competiiveness
NPF outcome: We live in a Scotland thatis the most attractive plsce fordaing businessin Europe

Since 2004, the registration rate of businesses (ie. the business birth rate) in Scotland has
consistently been below the UK rate. The business birth rate in rural Scotland is also slightly below
the overal Scottish and UK rates.

Low Carbon
NPF outcome: We reduce the local and global environmental impact of our consumption and
production.

Scatland has ambitious targets to reduce greenhouse gss emissions (by 42% by 2020 andby 80% by
2050 both from the base year 1990). Although good progress has been made, thers is a long way o

goin meating thase targats. As sgriculture and related lsnd use contributed around 20% of Scotlands
emissions, the sactorhas s key role in achieving these targats. Practicsl measures, suchas

optimising femh:er use. using fuels and energy efficiently and imp d lvestock all
ibute to duction efforts. Woodlsndis an i carbon sink and between 2003
and 2013 new dland plantinghas ged 5,600 h i Progress is required to maet

Scotland's target of 10,000 hemres."snnumbrthe period 2012 -2020.

Climate Change Adaption
MPF outcome: We reduce the local and global environmentsl impact of our consumption and
production.

In Scotland the effects ofa changing climate are already belng felt, the opportunities and risks are
wide ranging. Scottish Govemment's Climate Change p g wasp earyin
2014. The programme aims to increase the resili of Scotland speople, nd
economy to the impacts of a changing climate. In many cases, Scotland already hasin place
legisistion, regulstion or policy to protect agsinsithoss impacs ikely to pose the grestest risk. The

,and o L to public reporting, will comph existing
p:ulm and gu»de an |ntegr5ted responseto cimate change

Figure 1

Environment and Resource Efficiency
NPF outcome: We value and enjoy ourbuilt and natursl environment and protectit and enhance it for
future generations.

The qusiity of Scotland’s natural environment s one of its most prized features. Nevertheless, 22% of
its. nature sites remain in .andoverthe past five
years the nationalindex of farmland birds has consistently declined

Sustainable Transport
NPF outcome: We live in well-designed, sustainable places where we are able to accessthe
amenities and services we need.

Sincs 2007 there has heena general decinein the percentage of driver joumeys parceived to be
delayed due to traffi LU hile, the ion of adults in Seotlandususlly lling to
work by public or active transport hs:remslned broadly stable at 30% overthe past decade. There is
a greaterreliance on cars in rural areas, where people on average nead to travel furtherio access
key senices.

Employment
NPF outcome: We realise our full economic potential with more and betteremployment opportunities
forour people.

The Scottish ploy and p rates heveg tracked the UK rates overthe past
decade. Compared to the EU 27, the Scotish employ rate has i igni higherand
the unemplayment rsie signficantly lower overine psst decsde. Whik employmentand

ploy rates comp. blyin rural Scotland comparedio the Scottish average, wages

tend t:l ba lowarin remota rural sraas.

Social Inclusion and Pove

NPF outcome: We have tackled the significant inequalities in Scottish society.

NPF outcome: We have strong, resilient and supportive communities where people take responsibility
fortheir own actions and how they affect others.

The proportion of individusls living in relative poverty in Scotland has been ona downwards trend
overthe past decade, despite the impact of the recession. Overthe past five years the proportion of
individuals living in relative povertyin Scotland has broadly beenin line with the UK. In the Scottish
Household Survey the following findings are relevant: In 2012, around one-fifth (219%) of adults
agreed thatthey can influence decisions affecting theirlocal area and around a third (33%) said they
would like to be more involved in the decisions theircouncil makes. Adults who live in rural areasare
less likely to say local services are convenientto access than those in smalltowns and urban areas.

Education and Lifelong Learning
MPF outcoma: Ouryoung people are ful lesmars, confident individusis, effectve b
and responsible citizens

The pr:up:um:un of 18 to 24 yesr:ld:.\h:u leave wh:alesm in Scotland |=be|a.\ the UK and EU 27
aversge. Furth. to haves ty higher p of 30 to 34 yesr
olds who have c:nmpleted tertiary education than the UK and the EU27. Further information fromthe
MNationsl Performance Framework show that since 2001 there has been s steady decreasein the
percentage of sdults with Scottish Credit and Leveld or
below. The figure has fallen from 16.4% in the 2007 ba:ellne year, to 12.6% in 2013.

Institutional capacity building
NPF outcome: Qurpublic services are high quality, i improving, efficient and p ive to
locsl people’s neads.

Na ab\lou;dsta sources availableto measure this. However, the Scotfish Govemment has strong

ity and has fully deli d the cummantand previous CAP regimes. Tha Mid
Term Evsluation ofthe SROP did set out key areas forimprovement which have been taken account
of when developing the future SRDOP, icular ding thi lexity of design. guid: and
training for staffand improved IT systems.
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Figure 2

Scottish Government Outcomes and Rural Development Priorities

SCOTTISH GOVERNMENT
OUTCOMES

We are better educated, more skilled and
more successful, renowned for our research
and innovation

We realise our full economic potential with
more and better employment opportunities
for our people

We live in a Scotland thatis the most
attractive place for doing businessin Europe

We value and enjoy our built and natural
environment and protectit and enhance it
for future generations

We reduce the local and global
environmentalimpact of our consumption
and production

We live in well-designed, sustainable places
where we are able to access the amenities
and services we need

We have strong, resilient and supportive
communities where people take
responsibility for their own actions and how
they affect others

Figure 2

PILLAR 2
PRIORITIES

1. Fostering knowledge transfer and innovation in
agriculture, forestry, and rural areas

2. Enhancing competitiveness of all types of
agriculture and enhancing farm viability

3. promoting food chain organisation and risk
management in agriculture

4. restoring, preserving and enhancing
ecosystems dependent on agriculture and
forestry

5. Promoting resource efficiency and supporting

the shift towards a low carbon and climate
resilient economy in agriculture, food and
forestry sectors

6. Promoting socialinclusion poverty reduction

and economic development in rural areas
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Figure 3

Age of the holding occupier, June Agricultural Census, 2008 and 2013
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Figure 4

High Nature Value (HNV) farmland and forestry

Reference
Value year
Headline Indicators
% of UAA " estimated as HNV farming 44% 2013
Total area estimated as HNV farming (ha) 2,432 000 2013
% of woodland that is HNV forestry 41% 2013
Total area of HNV forestry (ha) >° 575,000 2013
Supporting Indicators
HNV Farming:
Total UAA (ha) (including common graangs) 5,556,000 2013
Total number of holdings 52,760 2013
Total number of HNV holdings 2089 2013
% of UAA whichis Common Grazing 11% 2013
HNV Forestry:
Total forest (ha) 1.410.000 2013
% HNV Forestry whichis Type A* 22% 2013
48% 2013

% HNV Forestry whichis Type B®

1. Ltilised Agricultural Area (inciuding common grRazings)

2 HNV Forestry excludes Morthern Isles area

3 HNV Forestry - Grampian and Moray - likely to be an undemestimate
4 HWV Forestry Type A - semi-natural woodland features and low infens ity managed woodland

2 HNV Forestry Type B - diversity of features and low intensity managed woodland

Source: June Agricultural Census and Forestry Commission

Figure 4
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Figure 5

Abundance of Terrestrial Birds Index, Scotland 1994- 2012

180
160 o«
_ ——0—0—0—0—"
& 140
o
i
S 120
F
E 100 -
80
&80 — —— - —
A W A L R
F LS F LS I E TS
+— All-species smoothed —i— Upland smoocthed
—=— Farmland smoothed +—\Woodland smoothed

Source: Scottish National Heritage

Figure 5

Figure 6

The Proportion of Scotland's Protected Sites in Favourable Condition
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Figure 7

Income and Employment Deprivation by Geographic Area, 2012

Remote Accessible Rest of

Rural Rural Scotland

Number income deprived 30,080 51,565 618,830

Number employment deprived 16675 31,065 375505
Percentage of the population that are

income deprived 9% 8% 15%

Percentage of the working age population 59 59, 99,

that are employment deprived

Source: Scottish Index of Multiple Deprivation 201

Average Gross Annual Pay for Full-time employees by Geographic area, 2011

Figure 7
Figure 8
Remote | Accessible Rest of All of
Rural Rural | Scotland | Scotland
Male £26.720 £30127 £27 104 | E27 457
Female | £20 279 £25 669 £22 190 £22 577
All £24 188 £28 557 £24 087 | £25538

Figure 8
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Figure 9

Percentage of population within 15 minute drive time of service, 2012

Petrol

Post Office 99%,
100%
Primary
e, e, o
Schoal 100%
Centre 1005
0% 200 40% 6% BO% 100%

m Remote Rural  m Accessible Rural  m Rest of Scotland

Source: Scottish Index of Multiple Deprivation, 2012
(Using Scottish Government Urban Rural Classification)

Figure 9
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Figure 10

Business Openings and Closures by Geographic Area, 2010

Remote Accessible Rest of

Rural Rural Scotland

Total businesses 13,700 22,750 112,750

Business openings 1,005 1,995 12,450

Business opening rate 7% 9% 11%

Business closures 1,370 1,370 14,935

Business closure rate 10% 6% 13%
Total businesses per 10,000

adults 488 446 320
Business openings per 10,000

adults 36 39 35

Source: Inter Departmental Business Register (ONS), 2010
(Using Scofttish Government Urban Rural Classification 2009-2010)

Figure 10

Figure 11

Broadband availability and take up, 2013

Fercentage Superfast Take-up (including

Average sync not receiving broadband superfast

speed (Mbit/s) ZMbit/s availability broadband)

=40% Remote Rural 6.7 15% 1% 67%
= 40% Any rural 98 12% 13% 73%
50-75% Urban 10.5 13% 37% 72%
=75% Urban 19.9 7% 7% 74%

Source: Ofcom

Figure 11
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4.1.2. Strengths identified in the programming area

ii. Strengths

The analysis undertaken for the Rural Development SWOT identified the following as key strengths
linked to rural Scotland:

relatively strong economy — sustained population growth and higher levels of employment;

key growth sectors (tourism and food & drink);

resourceful and resilient businesses and communities;

natural capital — extensive semi-natural and High Nature Value (HNV) areas, large quantities of
good quality water, extensive carbon stores;

cultural, historical and natural assets;

renowned research institutes;

good provision for training and learning;

high health status for agricultural livestock and crop plants;

farming for a Better Climate programme.

Scotland’s existing forests are being transformed through active sustainable forest management,
leading to a more diverse and resilient resource delivering increased benefits for the environment
and society.

Woodland planting has become more diverse with a greater amount of broadleaves and a significant
expansion of native woodlands

A thriving forest industry with rising timber harvest and the use of woodfuel is increasing rapidly.
Growing forest based recreation and tourism providing increasing rural employment

4.1.3. Weaknesses identified in the programming area

iii. Weaknesses:

The analysis undertaken for the Rural Development SWOT identified the following as key weaknesses
linked to rural Scotland:

uneven population distribution;

access to physical and virtual infrastructure;

narrow economic base and lack of growth opportunities;

access to finance for rural businesses;

difficult to co-ordinate landscape scale action with multiple participants;

low wage for remote rural areas;

shortage of integrated land management skills development, innovation and research;
85% of Scotland’s agricultural area is designated as Less Favoured Areas with lack of viable
alternative enterprises;

lack of effective knowledge transfer;

continuing biodiversity loss on farmed land;
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e lack of awareness, support and advice for renewables, energy and waste efficiency.

e woodland planting levels have declined with cultural barriers between farming and forestry
e the average woodland is small which can make forestry uneconomic

¢ designated woodland and native woodlands remain in a vulnerable state

4.1.4. Opportunities identified in the programming area

Iv. Opportunities:

The analysis undertaken for the Rural Development SWOT identified the following as key opportunities
linked to rural Scotland:

build on ‘Scotland’ the brand;

strengthen the performance of Scotland’s growth sectors;

enhance broadband coverage;

create and maintain vibrant rural communities;

enhance the social economy;

utilise Scotland’s natural environment and heritage;

opportunity to support projects to improve economic growth and increase employment opportunities;
better integrate training/skills across land based sectors and tourism;

target support for knowledge transfer with stronger linkages to research and technology;

encourage generation renewal in agriculture;

facilitate greater co-operation at a landscape scale;

support greater collaboration across sectors for added value.

create more new woodlands as play a major role in mitigating climate change. Agro-forestry systems
can help integrate forestry and farming

encourage local timber processing with opportunities for rural development and employment

e support the expansion of forest tourism and increase the contribution woodland access makes to
quality of life and health

4.1.5. Threats identified in the programming area

v. Threats:

The analysis undertaken for the Rural Development SWOT identified the following as key threats linked
to rural Scotland:

e impact of recession on population and skilled labour;
e impact of recession on production capacity and business competitiveness;
e current economic climate a barrier to investment, research and adoption of new technology;
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increased cost burdens e.g. VAT, fuel costs, air passenger duty;

international competition;

land use planning system may stifle progress;

varied interests not joined up;

plant and animal disease outbreaks and risks posed by non-native species;

loss of public funding can lead to further depletion of natural capital,

negative impacts of climate change on the environment;

aging population.

herbivore impacts and invasive non-native species in designated and native woodlands
increasing incidence of forestry pests and diseases

¢ potential reduction in long term productive capacity of Scotland’s forests due to redesign and
restoration of important habitats, such as native woodland sites and peatlands.
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4.1.6. Common Context Indicators

1 Population
Indicator name Unit Value Year Updated value | Updated year
total Inhabitants 5,320,000 | 2013 p
rural % of total 10 | 2013p
intermediate % of total 35.5 | 2013 p
urban % of total 545 | 2013 p
specific rural definition used for targets T21; T22 and T24 (if relevant) % of total
2 Age Structure
Indicator name Unit Value Year Updated value | Updated year
total < 15 years % of total population 16.2 | 2012 p
total 15 - 64 years % of total population 66.8 | 2012 p
total > 64 years % of total population 17 | 2012 p
rural <15 years % of total population 15.6 | 2012 p
rural 15 - 64 years % of total population 63 | 2012 p
rural > 64 years % of total population 214 ] 2012p
Comment: CCl is not used to describe the current situation as the Scottish Government uses a different urban-rural definition.
3 Territory
Indicator name Unit Value Year Updated value | Updated year
total Km2 77,900 | 2012
rural % of total area 56.6 | 2012
Comment: CCl is not used to describe the current situation as the Scottish Government uses a different urban-rural definition.
intermediate % of total area 34.6 | 2012
urban % of total area 8.8 | 2012
4 Population Density
Indicator name Unit Value Year Updated value | Updated year
total Inhab / km2 67 | 2010
rural Inhab / km2 57.3 | 2010
Comment: CCl is not used to describe the current situation as the Scottish Government uses a different urban-rural definition.
5 Employment Rate
Indicator name Unit Value Year Updated value | Updated year
total (15-64 years) % 69.9 | 2012
male (15-64 years) % 74.3 | 2012
female (15-64 years) % 65.6 | 2012
* rural (thinly populated) (15-64 years) % NA
total (20-64 years) % 73.3 | 2012
male (20-64 years) % 78.3 | 2012
female (20-64 years) % 68.6 | 2012
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6 Self-employment rate

Indicator name Unit Value Year Updated value | Updated year
total (15-64 years) % 12.3 | 2012
7 Unemployment rate
Indicator name Unit Value Year Updated value | Updated year
total (15-74 years) % 7.9 | 2012
youth (15-24 years) % 21.7 | 2012
rural (thinly populated) (15-74 years) % NA
youth (15-24 years) % NA
8 GDP per capita
Indicator name Unit Value Year Updated value | Updated year
total Index PPS (EU-27 = 100) 107 | 2010
* rural Index PPS (EU-27 = 100) 80.1 | 2010
9 Poverty rate
Indicator name Unit Value Year Updated value | Updated year
total % of total population 22.7 | 2011
* rural (thinly populated) % of total population 17.1 | 2011
10 Structure of the economy (GVA)
Indicator name Unit Value Year Updated value | Updated year
total EUR million 123,660.6 | 2010
primary % of total 0.7 | 2010
secondary % of total 26.3 | 2010
tertiary % of total 73 | 2010
rural % of total 7.5 | 2010
intermediate % of total 32.9 | 2010
urban % of total 59.6 | 2010
11 Structure of Employment
Indicator name Unit Value Year Updated value | Updated year
total 1000 persons 2,462.7 | 2010
primary % of total 1.8 | 2010
secondary % of total 19 | 2010
tertiary % of total 79.2 | 2010
rural % of total 9.8 | 2010
Comment: CCl is not used to describe the current situation as the Scottish Government uses a different urban-rural definition.
intermediate % of total 36.4 | 2010
urban % of total 53.9 | 2010
12 Labour productivity by economic sector
Indicator name Unit Value Year Updated value | Updated year
total EUR/person 50,213.4 | 2010
primary EUR/person 19,033.8 | 2010
secondary EUR/person 69,468.1 | 2010
tertiary EUR/person 46,2945 | 2010
rural EUR/person 38,557.9 | 2010
intermediate EUR/person 45,439.6 | 2010
urban EUR/person 55,539.9 | 2010
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13 Employment by economic activity

Updated Updated

Indicator name Unit Value Year value vear
total 1000 persons 2,470.9 | 2012
agriculture 1000 persons 68 | 2013
agriculture % of total 2.7 | 2012
forestry 1000 persons 13.2 | 2008

Comment: please not that this value is for a range of 2007 - 2008 however a range can not be entered in the indicator year box.

forestry % of total 0.5 | 2012
food industry 1000 persons 26.8 | 2012
food industry % of total 1.1 | 2012
tourism 1000 persons 139.6 | 2012
tourism % of total 5.6 | 2012

14 Labour productivity in agriculture

Updated Updated

Indicator name Unit Value Year value year
2009 -
total EUR/AWU 18,215.6 2011

15 Labour productivity in forestry

Updated Updated

Indicator name Unit Value Year value year

total EUR/AWU 21,613 | 2008

Comment: please not that this value is for a range of 2007 - 2008 however a range can not be entered in the indicator year box.

16 Labour productivity in the food industry

Indicator name Unit Value Year Usglit:d U;;céztred
total EUR/person 50,643.3 | 2010
17 Agricultural holdings (farms)
Indicator name Unit Value Year U\?:Iit:d U;;I(i:tred
total No 52,314 | 2010
farm size <2 Ha No 9,443 | 2010
farm size 2-4.9 Ha No 11,009 | 2010
farm size 5-9.9 Ha No 6,285 | 2010
farm size 10-19.9 Ha No 5,109 | 2010
farm size 20-29.9 Ha No 2,693 | 2010
farm size 30-49.9 Ha No 3,516 | 2010
farm size 50-99.9 Ha No 5,326 | 2010
farm size >100 Ha No 8,933 | 2010
farm economic size <2000 Standard Output (SO) No 22,989 | 2010
farm economic size 2.000 - 3.999 SO No 5,817 | 2010
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farm economic size 4.000 - 7.999 SO No 4,938 | 2010
farm economic size 8.000 - 14.999 SO No 3,734 | 2010
farm economic size 15.000 - 24.999 SO No 3,086 | 2010
farm economic size 25.000 - 49.999 SO No 4,014 | 2010
farm economic size 50.000 - 99.999 SO No 3,452 | 2010
farm economic size 100.000 - 249.999 SO No 2,689 | 2010
farm economic size 250.000 - 499.999 SO No 1,039 | 2010
farm economic size > 500.000 SO No 556 | 2010
average physical size ha UAA/holding 107.9 | 2010
average economic size EUR of SO/holding 37,246 | 2010
average size in labour units (persons) Persons/holding 2 | 2010
average size in labour units (AWU) AWU/holding 1.1 | 2010
18 Agricultural Area
Indicator name Unit Value Year Uizt Uizt
value year
total UAA ha 5,555,900 | 2013
arable % of total UAA 10.6 | 2013
permanent grassland and meadows % of total UAA 89.4 | 2013
permanent crops % of total UAA 0| 2013
19 Agricultural area under organic Farming
Indicator name Unit Value Year Usgliteed U;;cé;tred
certified ha UAA 53,640 | 2010
in conversion ha UAA 3,760 | 2010
share of UAA (both certified and conversion) % of total UAA 1| 2010
20 Irrigated Land
Indicator name Unit Value Year Usglztgd U;;céztred
total ha 5,350 | 2010
share of UAA % of total UAA 0.1 | 2010
21 Livestock units
Indicator name Unit Value Year Usglztgd U;;céztred
total Isu 2,174,960 | 2010
22 Farm labour force
Indicator name Unit Value Year U\?:I?Jt:d U[})I(égtred
total regular farm labour force Persons 68,180 | 2010
total regular farm labour force AWU 35,180 | 2010
23 Age structure of farm managers
Indicator name Unit Value Year U\F/):I?Jt:d U;;(égtred
total number of farm managers No 33,660 | 2010
share of <35y % of total managers 4 | 2010
ratio <35/ >= 55y gfcd’e?{yyﬁ]”a';%g’gfgagers by 100 75 | 2010
24 Agricultural training of farm managers
Indicator name Unit Value Year Uegl?]tgd U;;céztred
share of total managers with basic and full agricultural training % of total 14.7 | 2010
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share of manager < 35 y with basic and full agricultural training % of total 23.3 | 2010
25 Agricultural factor income
Indicator name Unit Value Year Usglit:d U;;zlztred
total EUR/AWU 36,735.2 | 2009
total (index) Index 2005 = 100 102.4 | 2009
26 Agricultural Entrepreneurial Income
Indicator name Unit Value Year Usglit:d U;;zlztred
Standard of living of farmers EUR/AWU 39,190.6 | 2009
Standard of living of farmers as a share of the standard of living of o NA
persons employed in other sectors ?
27 Total factor productivity in agriculture
Indicator name Unit Value Year U\?:I?Jt:d U;;/(é:tred
total (index) Index 2005 = 100 102.5 3822
28 Gross fixed capital formation in agriculture
Indicator name Unit Value Year Usglitgd U[))/cégtred
GFCF EUR million 335.15 | 2009
share of GVA in agriculture % of GVA in agriculture 36.5 | 2009
29 Forest and other wooded land (FOWL) (000)
Indicator name Unit Value Year Usglitgd U[))/cégtred
total 1000 ha 1,410 | 2013
share of total land area % of total land area 18 | 2014
30 Tourism infrastructure
Indicator name Unit Value Year Usglit:d U;;céztred
bed-places in collective stablishments No of bed-places 208,240 | 2011
rural % of total 31.8 | 2011
intermediate % of total 38.7 | 2011
urban % of total 29.5 | 2011
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31 Land Cover

Indicator name Unit Value Year Updated | Updated

value year
share of agricultural land % of total area 26.3 | 2010
share of natural grassland % of total area 14.9 | 2010
share of forestry land % of total area 18 | 2013
share of transitional woodland shrub % of total area 2.6 | 2010
share of natural land % of total area 37.7 | 2010
share of artificial land % of total area 2.6 | 2010
share of other area % of total area 2.3 | 2010

32 Areas with Natural Constraints

Updated | Updated

Indicator name Unit Value Year value year
total % of total UAA NA
mountain % of total UAA NA
other % of total UAA 85 | 2013
specific % of total UAA NA
33 Farming intensity
Indicator name Unit Value Year U\‘,);?thd U;))/céztred
low intensity % of total UAA 68.2 | 2012
medium intensity % of total UAA 18.2 | 2012
high intensity % of total UAA 135 | 2012
grazing % of total UAA 89.9 | 2010
34 Natura 2000 areas
Indicator name Unit Value Year Uegﬁfd U;;céztred
share of the territory % of territory 15 | 2011
share of UAA (incl. natural grassland) % of UAA 7.1 | 2011
share of total forestry area % of forest area 4.8 | 2011

35 Farmland Birds index (FBI)

Updated | Updated

Indicator name Unit Value Year
value year

total (index) Index 2000 = 100 96 | 2012
36 Conservation status of agricultural habitats (grassland)

Updated | Updated

Indicator name Unit Value Year
value year

favourable % of assessments of habitats 0 | 2006

Comment: no data available for scotland therefore value taken from 2006 UK data as a proxy as was available. The Scottish
Government recognises that the data supporting some of the Common Context Indicators are out-of-date and that there are a number of
gaps in the data. Going forward, the Scottish Government will work to address these data issues during the programme so as to ensure a
solid evidence base going forward to support future policy decisions

unfavourable - inadequate % of assessments of habitats 0 | 2006

Comment: no data available for scotland therefore value taken from 2006 UK data as a proxy as was available. The Scottish
Government recognises that the data supporting some of the Common Context Indicators are out-of-date and that there are a number of
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gaps in the data. Going forward, the Scottish Government will work to address these data issues during the programme so as to ensure a
solid evidence base going forward to support future policy decisions

unfavourable - bad % of assessments of habitats 100 | 2006

Comment: no data available for scotland therefore value taken from 2006 UK data as a proxy as was available. The Scottish
Government recognises that the data supporting some of the Common Context Indicators are out-of-date and that there are a number of
gaps in the data. Going forward, the Scottish Government will work to address these data issues during the programme so as to ensure a
solid evidence base going forward to support future policy decisions

unknown % of assessments of habitats 0 | 2006

Comment: no data available for scotland therefore value taken from 2006 UK data as a proxy as was available. The Scottish
Government recognises that the data supporting some of the Common Context Indicators are out-of-date and that there are a number of
gaps in the data. Going forward, the Scottish Government will work to address these data issues during the programme so as to ensure a
solid evidence base going forward to support future policy decisions

37 HNV Farming

Indicator name Unit Value Year Uiz || e
value year
total % of total UAA 44 | 2013
38 Protected Forest
Indicator name Unit Value Year Uiz || e
value year
class 1.1 % of FOWL area 0 | 2012
class 1.2 % of FOWL area 1| 2012
class 1.3 % of FOWL area 2012
class 2 % of FOWL area 14 ] 2012
39 Water Abstraction in Agriculture
Indicator name Unit Value Year Uiz || e
value year
total 1000 m3 14,133.5 | 2010
40 Water Quality
Indicator name Unit Value Year Uipekte || ek
value year
Potential surplus of nitrogen on agricultural land kg N/ha/year 90.8 | 2009
Comment: The Scottish Government recognises that the data supporting some of the Common Context Indicators are out-of-date and
that there are a number of gaps in the data. Going forward, the Scottish Government will work to address these data issues during the
programme so as to ensure a solid evidence base going forward to support future policy decisions
Potential surplus of phosphorus on agricultural land kg P/halyear 6.2 | 2009
Comment: The Scottish Government recognises that the data supporting some of the Common Context Indicators are out-of-date and
that there are a number of gaps in the data. Going forward, the Scottish Government will work to address these data issues during the
programme so as to ensure a solid evidence base going forward to support future policy decisions
Nitrates in freshwater - Surface water: High quality % of monitoring sites 77 | 2013
Nitrates in freshwater - Surface water: Moderate quality % of monitoring sites 15 | 2013
Nitrates in freshwater - Surface water: Poor quality % of monitoring sites 8 | 2013
Nitrates in freshwater - Groundwater: High quality % of monitoring sites 99.3 | 2013
Nitrates in freshwater - Groundwater: Moderate quality % of monitoring sites 0.7 | 2013
Nitrates in freshwater - Groundwater: Poor quality % of monitoring sites 0| 2013
41 Soil organic matter in arable land
Indicator name Unit Value Year Ulgpcizg] | v
value year
Total estimates of organic carbon content mega tons 253.8 | 2009
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Comment: The Scottish Government recognises that the data supporting some of the Common Context Indicators are out-of-date and
that there are a number of gaps in the data. Going forward, the Scottish Government will work to address these data issues during the
programme so as to ensure a solid evidence base going forward to support future policy decisions

Mean organic carbon content g kg-1 29.4 | 2007

Comment: The Scottish Government recognises that the data supporting some of the Common Context Indicators are out-of-date and
that there are a number of gaps in the data. Going forward, the Scottish Government will work to address these data issues during the
programme so as to ensure a solid evidence base going forward to support future policy decisions

42 Soil Erosion by water

Indicator name Unit Value Year L
value year
rate of soil loss by water erosion tonnes/halyear 9.4 | 2006
Comment: The Scottish Government recognises that the data supporting some of the Common Context Indicators are out-of-date and
that there are a number of gaps in the data. Going forward, the Scottish Government will work to address these data issues during the
programme so as to ensure a solid evidence base going forward to support future policy decisions
agricultural area affected 1000 ha 185,400 | 2006 - 2007
Comment: The Scottish Government recognises that the data supporting some of the Common Context Indicators are out-of-date and
that there are a number of gaps in the data. Going forward, the Scottish Government will work to address these data issues during the
programme so as to ensure a solid evidence base going forward to support future policy decisions
agricultural area affected % of agricultural area 5.8 | 2006 - 2007
Comment: The Scottish Government recognises that the data supporting some of the Common Context Indicators are out-of-date and
that there are a number of gaps in the data. Going forward, the Scottish Government will work to address these data issues during the
programme so as to ensure a solid evidence base going forward to support future policy decisions
43 Production of renewable Energy from agriculture and forestry
Indicator name Unit Value Year Uiz || e
value year
from agriculture kToe 23.2 | 2011
from forestry kToe 343 | 2012
44 Energy use in agriculture, forestry and food industry
Indicator name Unit Value Year Uity Uitz
value year
agriculture and forestry kToe 108.8 | 2012
use per ha (agriculture and forestry) kg of oil equivalent per ha of UAA 15.6 | 2012
food industry kToe 394 | 2012
45 GHG emissions from agriculture
Indicator name Unit Value Year Uipekte || ek
value year
tote}l qgrlculture (CH4 and N20 and soil 1000 t of CO2 equivalent 112 | 2012
emissions/removals)
share of total GHG Emissions % of total net emissions 21.1 | 2012
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4.1.7. Programme-Specific Context Indicators
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4.2. Needs assessment

Climate change
1B |1C [ 2A | 2B [ 3A | 3B | 4A | 4B | 4C | 5A | 5B | 5C | 5D | 5E | 6A | 6B | 6C | Environment mitigation and Innovation
adaptation
Better integrate training and skills across land
based sectors. X | X | X | X X | X | X | X X X | X X X X
Continue Scotland’s strong reputation for high
health and animal welfare standards. X | X X X X X
Continue to develop the reputation of Scotland as a
land of food and drink. X X X X X
Develop stronger linkages, up take, research,
technology and best management
practice,developing, expanding monitor farms. X | X | X | X X | X | X | X X X | X X X X
Developing small agricultural holdings into
economically viable businesses and improve their
efficiency. X X X X X X X X
Developing virtual and physical infrastructure. X X | X | X X X
Enhance the quality of Scotland's soils and
peatlands. X X X X X
Improve co-operation in the food and drink sector
to shorten supply chains. X X X X X
Improve co-ordination and integration of advisory
services. X X X X X X X X X X X X X X
Improve resource efficiency, recycling and waste
prevention. X X X
Increase focus on entrepreneurship, innovation and
business management. X | X | X | X X | X | X | X X X | X X X X
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Invest in implementation of knowledge transfer
and skills development.

Protection of soil carbon sinks and woodland
creation.

Provide advice and support for renewable energy
and energy efficiency initiatives.

Reduce greenhouse gas emissions.

Support new entrants and generational renewal to
drive forward change and stimulate sustainable
economic growth, innovation.

Supporting and developing existing and new rural
businesses for economic development and
employment.

Supporting community development.

To address the negative environmental impacts of
land abandonment and decreased management in
HNV areas.

To halt the decline in biodiversity and improve the
resilience of ecosystems in the face of
environmental change.

To improve the condition of designated sites
affected by land management activities
(NATURA, SSSls and SAMs).

To reduce the incidence of diffuse pollution in
priority catchments.
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4.2.1. Better integrate training and skills across land based sectors.

Priorities/Focus Areas

e 1B) Strengthening the links between agriculture, food production and forestry and research and
innovation, including for the purpose of improved environmental management and performance

e 1C) Fostering lifelong learning and vocational training in the agricultural and forestry sectors

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 2B) Facilitating the entry of adequately skilled farmers into the agricultural sector and, in particular,
generational renewal

e 3B) Supporting farm risk prevention and management

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 4B) Improving water management, including fertiliser and pesticide management
e 4C) Preventing soil erosion and improving soil management

e 5B) Increasing efficiency in energy use in agriculture and food processing

¢ 5D) Reducing green house gas and ammonia emissions from agriculture

e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment
e Climate change mitigation and adaptation

e [nnovation

Description

Scotland's ability to continue its recovery from recession, and become an increasingly successful country
will partly depend on growing businesses which will create sustainable employment opportunities, and
through ensuring there is a skilled and modern workforce deployed effectively to do these jobs well. This
will be addressed through the approach to formal educational opportunities provided through other funds,
complimented by the provision of skills and knowledge exchange activities within the SRDP Knowledge
Transfer and Innovation Fund (KTIF), and any provision through LEADER Local Action Groups. The
KTIF fund will seek to drive improvements in order to address the challenges we face to adapt to and
mitigate the impacts of climate change, and protect and enhance ecosystems; as well as providing skills
training to farmers and land managers to help drive efficiencies in working practices and risk management.

With increased knowledge and better working practices we can drive a more efficient Scotland and with
improved efficiency we can help lower Greenhouse Gases and help mitigate climate change.
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4.2.2. Continue Scotland’s strong reputation for high health and animal welfare standards.

Priorities/Focus Areas

e 1A) Fostering innovation, cooperation, and the development of the knowledge base in rural areas

e 1B) Strengthening the links between agriculture, food production and forestry and research and
innovation, including for the purpose of improved environmental management and performance

e 1C) Fostering lifelong learning and vocational training in the agricultural and forestry sectors
e 3B) Supporting farm risk prevention and management

e 5D) Reducing green house gas and ammonia emissions from agriculture

Cross cutting objectives

e Climate change mitigation and adaptation

e [nnovation

Description

Scotland has a strong reputation in this area, gained after fairly recent painful experiences, so the support
proposed is therefore proportionate with the need i.e. to continue the strong reputation, but not for extensive
capital investment. This need will be closely linked to Priority 1 and knowledge transfer, skills and advice
provision can all help continue the dissemination and application of knowledge that is crucial to continued
success. There is strong evidence that improving the health of animals can act to reduce Greenhouse Gas
Emissions.

4.2.3. Continue to develop the reputation of Scotland as a land of food and drink.

Priorities/Focus Areas

e 3A) Improving competitiveness of primary producers by better integrating them into the agri-food
chain through quality schemes, adding value to agricultural products, promotion in local markets and
short supply circuits, producer groups and inter-branch organisations

e 5B) Increasing efficiency in energy use in agriculture and food processing

e 6B) Fostering local development in rural areas

Cross cutting objectives

¢ Climate change mitigation and adaptation

e [nnovation

Description

The primary purpose of agriculture in Scotland is and has to be the efficient and sustainable production of
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food. A strong value-added strategy for Scottish farm produce looking for increased returns and the
development of new products and markets and increased co-operation, linked to successful food and drink
policy, will be crucial.

Therefore, the food and drink sector is identified as a key growth sector in the Scottish

Government Economic Strategy and Scotland has a strong reputation for quality brands on the international
market, including through the PGI status for beef and lamb allied to strong traceability system. In supporting
the growth of this sector the Scottish Government has a National Food and Drink Policy so that the sector
continues to grow strongly and provide employment opportunities in rural areas.

Although the beef sector is a strong contributor to the Scottish rural economy, it is extremely difficult to
make a profit within it. Nevertheless, analysis of those businesses that are successful and growing identify a
number of key success factors that underpin financial performance including high levels of technical
performance and the appliance of science and technology. Our approach in this area will seek to drive these
improvements through a range of actions (advice, knowledge transfer, co-operation, efficiency actions).
Action to improve efficiency in the beef sector can provide significant benefits to the area of climate change
mitigation by reducing waste and increasing the health of the herd, thereby reducing overall emissions
increases.

4.2.4. Develop stronger linkages, up take, research, technology and best management practice,developing,
expanding monitor farms.

Priorities/Focus Areas

e 1A) Fostering innovation, cooperation, and the development of the knowledge base in rural areas

e 1B) Strengthening the links between agriculture, food production and forestry and research and
innovation, including for the purpose of improved environmental management and performance

e 1C) Fostering lifelong learning and vocational training in the agricultural and forestry sectors

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 2B) Facilitating the entry of adequately skilled farmers into the agricultural sector and, in particular,
generational renewal

e 3B) Supporting farm risk prevention and management

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 4B) Improving water management, including fertiliser and pesticide management
e 4C) Preventing soil erosion and improving soil management
e 5B) Increasing efficiency in energy use in agriculture and food processing

e 5D) Reducing green house gas and ammonia emissions from agriculture
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e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment
e Climate change mitigation and adaptation

e [nnovation

Description

Business expenditure on research and development as a proportion of Gross Domestic Product is
substantially lower in Scotland than in the UK or EU-27 as a whole. This demonstrates the continuing need
for the Scottish Government to maintain its strategic programme of research to support effective policy and
practice innovation in the economy and land management; including in the key growth sectors of food &
drink and life sciences. The Scottish Government will continue to support and facilitate collaborative and
multidisciplinary science and links with the Research Councils and with the EU to ensure Scotland is well
positioned to take advantage of emerging science-based market opportunities. Our approach to Knowledge
Transfer and Innovation will complement this by providing the possibility for farmer, land managers and
other rural interests to address emerging needs with innovative solutions in practice, demonstrating the
benefits that can accrue from these new approaches directly to those concerned. Furthermore a recent (2014)
independent evaluation of the Scottish Monitor Farm Programme concluded that the Projects have together
been successful in facilitating practical and effective knowledge exchange. The evaluation further found
that the Programme has been to the benefit of all participants and has positively impacted on their farm
practice and performance. It added that the Monitor Farm model has evolved to become a powerful tool for
knowledge exchange and should be retained as a primary method for delivering knowledge exchange across
the sector in Scotland. With increased knowledge and better working practices we can drive a more efficient
Scotland and with improved efficiency we can help lower Greenhouse Gases and help mitigate climate
change.

4.2.5. Developing small agricultural holdings into economically viable businesses and improve their
efficiency.

Priorities/Focus Areas

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 5A) Increasing efficiency in water use by agriculture
e 5B) Increasing efficiency in energy use in agriculture and food processing

¢ 5D) Reducing green house gas and ammonia emissions from agriculture
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e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment

e Climate change mitigation and adaptation

Description

Delivering growth in remote and fragile rural areas is particularly challenging and requires sustained effort
over time. Rejuvenating crofting and small farms as a lifestyle choice, source of income and contributor to
thriving communities will be a key component of the future programme.

Provision of advice to these types of businesses can help them to become more sustainable, and also provide
benefits to the environment and climate.

85% of Scotland’s agricultural land is classed as Less Favoured Areas and some 11,300 farmers and crofters
are supported each year to reduce the risk of land abandonment and help maintain sustainable farms. These
payments are vital in Scotland to help maintain viable farms and reduce the risk of land abandonment,
therefore creating the basis for farms to improve their economic performance.

Scotland will continue to support those businesses operating in the current Less Favoured Areas (LFA).

4.2.6. Developing virtual and physical infrastructure.

Priorities/Focus Areas

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 6A) Facilitating diversification, creation and development of small enterprises, as well as job
creation

e 6B) Fostering local development in rural areas

e 6C) Enhancing the accessibility, use and quality of information and communication technologies
(ICT) in rural areas

Cross cutting objectives

¢ Climate change mitigation and adaptation

e [nnovation

Description

Access to facilities and opportunities is a barrier to social inclusion in rural areas, as well as this, improving
access can help to mitigate climate change by giving people the ability to access opportunities at the click of
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a button without the need for travel, therefore leading to a reduction of the carbon footprint in our rural
areas. The support in this area will also help to expand choice and provision in areas where need is
identified through Local Development Strategies.

4.2.7. Enhance the quality of Scotland's soils and peatlands.

Priorities/Focus Areas

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 4C) Preventing soil erosion and improving soil management

e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment

e Climate change mitigation and adaptation

Description

Scotland’s agricultural sector relies on the soil structure to ensure its continued success. In addition habitats
and other ecologically important areas require existing soil structure to be maintained and protected. For
peatlands there are several benefits for Scotland to be secured through protection and enhancement of these
areas as not only do they deliver important habitats for species, but they also help to mitigate the impacts of
climate change. Improved planning and management of forests, particularly those on peatlands will help to
protect and restore areas of peatland soil.

4.2.8. Improve co-operation in the food and drink sector to shorten supply chains.

Priorities/Focus Areas

e 3A) Improving competitiveness of primary producers by better integrating them into the agri-food
chain through quality schemes, adding value to agricultural products, promotion in local markets and
short supply circuits, producer groups and inter-branch organisations

e 5B) Increasing efficiency in energy use in agriculture and food processing

e 6B) Fostering local development in rural areas

Cross cutting objectives

¢ Climate change mitigation and adaptation
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Innovation

Description

For supply chains to work at their best, it is important that they are truly market driven, meaning everyone
in the chain is fully informed, engaged and able to meet increased demand, from primary production
through to delivery to the consumer. Building such resilient and aligned market driven supply chains is
essential for the Scottish food and drink industry to achieve success. Collaboration and co-operation are the
key enablers in making this happen, ensuring market focus, better planning and investment decisions, faster
decision making, greater efficiencies and increased profitability for all throughout the supply chain. This
will allow for a more efficient chain from producers to consumer and with that we can drive a more efficient
Scotland and with improved efficiency we can help lower Greenhouse Gases and help mitigate climate

change.

4.2.9. Improve co-ordination and integration of advisory services.

Priorities/Focus Areas

1A) Fostering innovation, cooperation, and the development of the knowledge base in rural areas

1B) Strengthening the links between agriculture, food production and forestry and research and
innovation, including for the purpose of improved environmental management and performance

1C) Fostering lifelong learning and vocational training in the agricultural and forestry sectors

2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

2B) Facilitating the entry of adequately skilled farmers into the agricultural sector and, in particular,
generational renewal

3B) Supporting farm risk prevention and management

4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

4B) Improving water management, including fertiliser and pesticide management
4C) Preventing soil erosion and improving soil management

5B) Increasing efficiency in energy use in agriculture and food processing

5D) Reducing green house gas and ammonia emissions from agriculture

5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

Environment
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e Climate change mitigation and adaptation

e [nnovation

Description

Advice is a crucial component in order to tackle the many areas identified for action in our SWOT analysis.

It is intended for the advisory service to be focussed on environment and climate in addition to agricultural
efficiency. Advice will be targeted at areas of highest need (e.g. crofting, new entrants, and beef support),
although we will seek to ensure access for the other farmers and land managers where appropriate (e.g. to
deliver effective environmental projects).

Innovation is a cross cutting objective and a key aspect of the SRDP, along with knowledge transfer. In
order to deliver the outcomes of the SRDP it is essential that innovation, cooperation and knowledge
transfer effectively takes place to build on the existing knowledge base. Effective advisory capacity and
provision is a significant contributor towards the successful delivery of outcomes and added value.

With better advice available giving access to increased knowledge and better working practices we can
drive a more efficient Scotland and with improved efficiency we can help lower Greenhouse Gases and help
mitigate climate change.

4.2.10. Improve resource efficiency, recycling and waste prevention.

Priorities/Focus Areas

e 5B) Increasing efficiency in energy use in agriculture and food processing

Cross cutting objectives

e Environment

¢ Climate change mitigation and adaptation

Description

In order to address the impacts of climate change Scotland’s land based sectors will have to adapt practise
and improve techniques to ensure resources are used more efficiently, this is particularly important in the
beef sector, but applies across all sectors using land, as well as other businesses in Scotland.

4.2.11. Increase focus on entrepreneurship, innovation and business management.

Priorities/Focus Areas

e 1A) Fostering innovation, cooperation, and the development of the knowledge base in rural areas

e 1B) Strengthening the links between agriculture, food production and forestry and research and
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innovation, including for the purpose of improved environmental management and performance
e 1C) Fostering lifelong learning and vocational training in the agricultural and forestry sectors

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 2B) Facilitating the entry of adequately skilled farmers into the agricultural sector and, in particular,
generational renewal

e 3B) Supporting farm risk prevention and management

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 4B) Improving water management, including fertiliser and pesticide management
e 4C) Preventing soil erosion and improving soil management

e 5B) Increasing efficiency in energy use in agriculture and food processing

¢ 5D) Reducing green house gas and ammonia emissions from agriculture

e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment
e Climate change mitigation and adaptation

e [nnovation

Description

There are many challenges facing Scottish agriculture as well as many opportunities. As with any business
change is inevitable and in farming it is important to be able to manage this change by taking the time to
review your own business, look at comparable enterprises and assess new opportunities. The Monitor Farm
programme is widely recognised throughout the Scottish industry as being successful for knowledge transfer
and innovation. An independent review of the monitor farms has highlighted the part the project plays in
nurturing the future leaders of Scottish agriculture. Environmental and climate aspects will also be
considered

In order to deliver the outcome for the SRDP it is proposed under the Knowledge Transfer and Innovation
fund that the monitor farm programme will continue to expand and develop and also fund further projects
promoting entrepreneurship, innovation and business management.

4.2.12. Invest in implementation of knowledge transfer and skills development.

Priorities/Focus Areas
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e 1B) Strengthening the links between agriculture, food production and forestry and research and
innovation, including for the purpose of improved environmental management and performance

e 1C) Fostering lifelong learning and vocational training in the agricultural and forestry sectors

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 3B) Supporting farm risk prevention and management

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 4B) Improving water management, including fertiliser and pesticide management
e 4C) Preventing soil erosion and improving soil management

e 5B) Increasing efficiency in energy use in agriculture and food processing

e 5D) Reducing green house gas and ammonia emissions from agriculture

e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment
¢ Climate change mitigation and adaptation

e Innovation

Description

In Scotland the changing structure of the marked and the increase emphasis on delivery of public good
means that farmers and land managers need to improved their skills base. Routinely farmers do not access
knowledge transfer opportunities or skills training due to financial constraints and other pressure such as
accessibility and time pressures.

To achieve the necessary industry wide improvement in the skills base, support and encouragement for
individual farms and land managers is needed in the form of a Knowledge Transfer and Innovation fund.
The fund will provide funding for vocational training, skills development, and knowledge transfer initiatives
in the form of workshops, training courses, coaching, workshops, demonstration activities, information
actions and farm visits. Initiatives will either need to fill a gap in existing provision or offer a new and
effective way of meeting a need on the research - knowledge transfer — promotion - uptake continuum.

With increased knowledge and better working practices we can drive a more efficient Scotland and with
improved efficiency we can help lower Greenhouse Gases and help mitigate climate change.
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4.2.13. Protection of soil carbon sinks and woodland creation.

Priorities/Focus Areas

e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment

e Climate change mitigation and adaptation

Description

The Climate Change (Scotland) Act 2009 introduced ambitious legislation to reduce emissions by at least 42
per cent by 2020 and 80 per cent by 2050. The forestry sector is a carbon sink and sequestered 9.1 MtCO2e
in 2011. Climate change is identified in the SWOT as a threat to agriculture and forestry. Forests can also
play an important role in carbon sequestration. The area of woodland in Scotland has increased over the last
30 years. However this is in the context of gradual decline of annual woodland planting from around 30,000
hectares per annum in the 1970’s to an average of 5,600 hectares between 2003 and 2013. Our approach to
forestry in the new programme will be to increase the area of woodland planting whilst ensuring an
appropriate balance is struck between the expansion of native tree-planting primarily for biodiversity and
the planting of mixed conifer/native species multi-purpose forests that will deliver a range of benefits
including biodiversity and timber production. Agroforestry systems can also sequestrate carbon and increase
the productivity from the land. The sustainable forest management of our existing woodland resource is also
important.

4.2.14. Provide advice and support for renewable energy and energy efficiency initiatives.

Priorities/Focus Areas

e 5B) Increasing efficiency in energy use in agriculture and food processing

Cross cutting objectives

¢ Climate change mitigation and adaptation

Description

In order to address the impacts of climate change Scotland’s land based sectors will have to adapt practise
and improve techniques to ensure resources are used more efficiently with these better working practices we
can drive a more efficient Scotland and with improved efficiency we can help lower Greenhouse Gases and
help mitigate climate change. This is particularly important in the beef sector, but applies across all sectors
using land, as well as other businesses in Scotland. Through advice and knowledge exchange relatively
small contributions can make a significant difference.
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4.2.15. Reduce greenhouse gas emissions.

Priorities/Focus Areas

e 5D) Reducing green house gas and ammonia emissions from agriculture

Cross cutting objectives

e Climate change mitigation and adaptation

Description

Scotland has set ambitious targets to reduce emissions and the rural sector agricultural and forestry will need
to play a key role in achieving this by adopting:

e SG policies such as “Farming for a Better Climate” in which farmers are encouraged to adopt
efficiency measures to reduce emissions;

e SRDP measures such as manure/slurry storage, peatland restoration and management of lowland
bogs;

e the cross compliance framework for sustainable management of the environment;

e Scottish Government target of extending woodland cover by an additional 100,000 hectares over the
period of 2012-2022. Establishing agro-forestry systems and promoting sustainable forest
management; .

e provision of an advisory service and knowledge exchange initiatives to drive resource efficiency
improvements across agriculture and forestry.

e driving efficiencies in the beef sector to help deliver reduced greenhouse gas emissions through
improved stock and reduced waste.

4.2.16. Support new entrants and generational renewal to drive forward change and stimulate sustainable
economic growth, innovation.

Priorities/Focus Areas

e 2B) Facilitating the entry of adequately skilled farmers into the agricultural sector and, in particular,
generational renewal

Cross cutting objectives

e Environment
¢ Climate change mitigation and adaptation

e [nnovation

Description

As with all industries, it is crucial that there is sufficient inflow of new entrants in order to not only promote
competition and encourage enhancement of productivity within the sector (e.g. through bringing new ideas
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and techniques), but also to ensure that the sector remains sustainable in the long-term.

Scottish farming needs to attract a steady flow of new entrant young farmers, whether by intergenerational
transfer or from outside the industry with drive, innovation and entrepreneurial skills. Without intervention,
the supply of such people would be insufficient. The EU Agricultural Economic Brief on Generational
Renewal in EU Agriculture (2012) and Entry to and Exit from Farming in the United Kingdom(ADAS,
2004) have outlined the importance of action in this area.

New entrants will be targeted by the Advisory Service and it is intended for advisory service to be focussed
on environment and climate in addition to agricultural efficiency.

4.2.17. Supporting and developing existing and new rural businesses for economic development and
employment.

Priorities/Focus Areas

e 6A) Facilitating diversification, creation and development of small enterprises, as well as job
creation

e 6B) Fostering local development in rural areas

Cross cutting objectives

e Innovation

Description

In order to sustain rural communities it is important to provide support which will create and sustain small
rural businesses. The support the programme will provide in this area will help to create employment
opportunities to people residing in our rural communities, and help to create and sustain vibrant rural
communities where people want to, and have the opportunity to, live, work and play.

Forestry is an integral part of rural development and support for sustainable forest management will help to
harness the timber potential of woodlands and stimulate socio-economic benefits.

4.2.18. Supporting community development.

Priorities/Focus Areas

e 6A) Facilitating diversification, creation and development of small enterprises, as well as job
creation

e 6B) Fostering local development in rural areas

Cross cutting objectives
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e Climate change mitigation and adaptation

e [nnovation

Description

Through LEADER the programme will seek to address issues of vital importance to rural communities and
businesses where they can, under a Local Development Strategy, address the priorities they wish to pursue
in their local area such as to drive community action on climate change.

We will also complement this through the provision of broadband support, and support for small non-
agricultural businesses.

4.2.19. To address the negative environmental impacts of land abandonment and decreased management in
HNV areas.

Priorities/Focus Areas

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 4B) Improving water management, including fertiliser and pesticide management

e 4C) Preventing soil erosion and improving soil management

Cross cutting objectives

e Environment

Description

Sustainable farming practices are normal in HNV areas as the only viable form of agricultural activity.
Evidence has shown that incomes derived from this activity are restricted making it important we ensure
that these vulnerable businesses are supported appropriately to avoid land abandonment.

4.2.20. To halt the decline in biodiversity and improve the resilience of ecosystems in the face of
environmental change.

Priorities/Focus Areas

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

Cross cutting objectives
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e Environment

Description

Scotland’s response to the EU Biodiversity Strategy aims to protect and restore biodiversity on land and in
our seas, and to support healthier ecosystems. Although the rate of biodiversity loss has slowed in recent
decades, a range of indicators demonstrate continued loss of biodiversity and degradation of ecosystem
services.

The National Performance Framework includes a performance indicator of increasing the index of
abundance of terrestrial breeding birds, as a proxy for wider biodiversity. The index increased by 22%
between 1994 and 2008, but then declined by around 10% between 2008 and 2012. The overall decline in
the terrestrial breeding bird index since 2008 has been driven by a decline in upland and farmland bird
species.

The Agri-environment-climate Scheme includes options which will help to maintain or enhance biodiversity
in arable, grassland and upland habitats.

For example, a range of options are available to benefit farmland birds. On arable land, options are
designed to increase the availability of winter seed food and spring insect food for arable farmland birds and
their young, for example by sowing areas of wild bird seed mix or forage brassica crops, leaving stubbles
overwinter and creating and managing hedgerows, grass strips, beetlebanks and unharvested conservation
headlands.

Invasive non-native species (INNS) are one of the key causes of biodiversity loss in Scotland, support for
the control of INNS plant species, including rhododendron, giant hogweed, Himalayan balsam and Japanese
knotweed.

Options and capital items are also available for the creation, restoration or appropriate management of
priority habitats, some of which Scotland has an obligation to protect as habitats of European importance.
These include species-rich grassland, heaths, wetland, lowland bog, fens, scrub, tall herb communities,
wood pasture and machair. In the uplands, a suite of options are available to support appropriate grazing
management of sensitive habitats by livestock, in addition to capital items to support deer management and
peatland re-wetting.

Needs 19 and 21 will contribute to delivering this need, by maintaining or enhancing biodiversity in specific
areas i.e. on HNV farmland and in protected nature sites.

This includes woodlands, in particular our native woodland resource through sustainable forest
management

4.2.21. To improve the condition of designated sites affected by land management activities (NATURA,
SSSls and SAMs).

Priorities/Focus Areas

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
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facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 4B) Improving water management, including fertiliser and pesticide management

e 4C) Preventing soil erosion and improving soil management

Cross cutting objectives

e Environment

Description

Progress in the area of designated sites needs to be maintained in the new programme to ensure on-going
improvements on these important sites.

The National Performance Framework includes a performance indicator of improving the condition of
protected nature sites (including Natura sites and Sites of Special Scientific Interest (SSSI) ). The proportion
of protected nature sites in a favourable condition has remained relatively stable since 2009, with 78.8% of
protected nature sites assessed as being in favourable condition in 2014. The most significant pressure on
the features of these sites is overgrazing by farm livestock and/or wild herbivores including deer. The
second most common pressure on natural features is the presence, or expanding area, of invasive species,
both native (e.g. bracken) and non-native (e.g. rhododendron) species. The Agri-environment-climate
Scheme includes options and capital items to remedy inappropriate grazing management and control
invasive species, in addition to a range of other activities necessary to improve the condition of Natura sites
and SSSis.

Over 10% of failing designated sites are woodlands, the main issues being overgrazing and the presence of
invasive non-native species, and will be addressed through use of the forestry measures.

4.2.22. To reduce the incidence of diffuse pollution in priority catchments.

Priorities/Focus Areas

e 4B) Improving water management, including fertiliser and pesticide management

Cross cutting objectives

e Environment

¢ Climate change mitigation and adaptation

Description

The Water Framework Directive (WFD) has set ambitious objectives for good water quality across Europe.
Currently adverse impacts from agricultural activities such as diffuse pollution and river channel
realignment are the most significant pressures on the water environment in Scotland.

Scotland’s rivers, lochs, estuaries and seas are key to the country's welfare, providing resources for water
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supply and hydropower generation. The water quality improvement options within the SRDP can contribute
to biodiversity and climate change mitigation. They are also very important for the economy, supporting
successful industries such as salmon farming, shellfish farming, tourism and distilleries. Forestry measures
will be used to encourage improved forest planning and operational practice and opportunities will be taken
to establish woodlands in areas where they can contribute to reducing diffuse pollution and achieving WFD
targets.
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5. DESCRIPTION OF THE STRATEGY

5.1. A justification of the needs selected to be addressed by the RDP, and the choice of objectives,
priorities, focus areas and the target setting based on evidence from the SWOT and the needs
assessment. Where relevant, a justification of thematic sub-programmes included in the programme.
The justification shall in particular demonstrate the requirements referred to in Article 8(1)(c)(i) and
(iv) of Regulation (EU) No 1305/2013

The next programme aims to addresses the specific needs facing Scotland (identified in SWOT analysis and
needs assessment).

Funding pressures means focus on key priorities facing Scotland; targeted support to areas where it will
have the biggest impact. It will not be possible to meet every need identified. However it does address key
challenges, and aligns with analysis of Scotland's needs.

The intervention logic that informed the SWOT, along with stakeholder consultation, allowed four key
SRDP priorities to be identified.

protecting and enhancing our natural assets (links to RDR priorities 1 & 4)
adapting to, and mitigating, climate change (links to RDR priorities 1 & 5)
sustainable economic growth (links to RDR priorities 1, 2 & 3)

vibrant and sustainable rural communities (links to RDR priorities 1 & 6)

Proposals factor in vital and substantial support that Pillar 1 of the CAP provides. The requirement that 30%
of Pillar 1 budget is targeted on Greening, means significant investment in Scotland's agri- environment
through Pillar 1 and the SRDP.

Funding across the programme reflects what can be achieved from each part of the SRDP. For example,
experience from the last programme highlight areas where substantial improvements can be made from
relatively modest investments, e.g. priority 1 and associated focus areas (FA) towards advice, knowledge
transfer and innovation where allocations may be small in comparison, significant improvements can be
secured.

Targets have been set considering past performance of similar measures in 2007-13 RDP as well as
evidence on how new measures will be delivered. The 2007 — 2013 RDP was a valuable source on lessons
learned.

1 A number of reports commissioned during this period, including for example the Mid Term Evaluation
(MTE), Land Use Review and the Pack Report, were kept under consideration when preparing new
programme. Anecdotal evidence, heard during consultations, proved a valuable source of information.

2 The MTE highlighted need for robust management approach in the new programme and, from the outset,
a formal internal reporting procedure was established, to scrutinise and recommend proposals. This has
continued through preparation for delivery of the programme. The role of case officers and their training
needs is also being reviewed to ensure guidance is clear.

3 SRDP 2007 -2013 was considered ambitious in objectives and design, leading to it being, in part,
complex and confusing. Despite this, many of its aims and objectives are still valid.
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This section shall identify measures to be delivered in the SRDP 2021-2024, having identified the FA's and
articles for the measures.

Budgets were allocated to each sub-measure (and hence each FA).

What money will buy in each sub-measure, the unit costs, based on actual spend from previous programme,
were used to establish targets. There have been a number of changes for the 2014-2020 programme, such as
standard payment rates for options and the focus of spend, using historic unit costs as a basis has not been
appropriate for some measures. In these cases, new standard payment rates or guidance from policy
colleagues/other bodies on the size of support provided has been used to gauge what the target should be.

Where more than one measure or sub-measure contributes to a single FA target, totals for each have been
aggregated to give overall totals for the whole programme.

Multiple effects and synergies

There are a range of measures and sub-measures contained in the SRDP that deliver multiple benefits across
a range of priorities and FA's. Particularly in the area of agri-environment-climate (AEC), but also through
other actions under the SRDP.

A key aim is ensuring farmers and land managers have the tools available to deliver the projects Scotland
requires and deliver multiple benefits, particularly for AEC. Development of the programme has this aim at
the forefront, with greater support for co-operation in M16. The public sector will drive delivery of these
multiple benefits by working together to identify priorities for areas and promote these. The Scottish Rural
Network (SRN) will aid this agenda providing opportunities for groups and individuals to come together to
discuss actions that may lead to operations delivering across a wide range of priorities.

Agri-environment-climate

The previous programme, shows that action to prevent flooding through natural flood management, benefits
biodiversity through creation of woodlands, buffer strips along water courses and flood plains. Improving
the management of soil will help improve water quality by preventing soil erosion and run-off. Carbon
storage through tree-planting and peatland restoration creates habitats crucial to species survival.

Many AEC options support reduced fertiliser and pesticide use, with additional capital support for
interventions like pesticide handling facilities and rural SuDS. These will improve air quality by reducing
ammonia emissions, and help to deliver obligations under the Water Framework, Nitrates and Sustainable
Use Directives. Financial support for reconstruction of drainage channels will be provided only if
compliance with the WFD, in particular Article 4(7), (8) and (9) is demonstrated taking duly into account
cumulative impacts, and the appropriate mitigation measures at river basin management level are foreseen.
In addition to this Scotland will also be making available advice to farmers and land managers which will
address emissions, manure and fertiliser use and other steps they can take to mitigate any harmful impacts
on air quality.

These steps will help us to address EU legislation on air pollution:

e The directive on ambient air quality and cleaner air for Europe, which sets EU air-quality standards
for ground-level ozone, particulate matter, nitrogen oxides, heavy metals and a number of other
pollutants.

e The National Emission Ceilings Directive (NECD) which sets emission limits for sulphur dioxide,
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nitrogen oxides, ammonia and volatile organic compounds (VOCs), reducing national emissions to
meet international agreements, revised 2013 as part of EU clean air package.
e The EU clean air package which was adopted December 2013.

Co-operation in land management delivering environmental and climate related improvements, allied to
advice and knowledge transfer, will play a key role in the SRDP. Support under LEADER in the 2007-2013
SRDP provided several examples where multiple benefits were delivered through a single operation. M16
has been developed as a result of the success of LEADER funding facilitation of projects across a landscape
scale.

Rural economy

Funding under M4 to drive forward improvements in Scotland’s food and drink sector. This will directly aid
the primary agricultural sector, improving market provision and aid local communities through enabling the
retention/extension of employment.

Rural communities

LEADER continues to operate in ways allowing local communities to come together and develop innovative
and important projects delivering benefits to local areas. Support for rural businesses also funded through
LEADER, providing retention/extension of employment.

The SRN will aid this providing opportunities for groups and individuals to come together to discuss actions
that can lead to operations which deliver across the priorities.

Budgetary allocation

Support for the agricultural sector is a prominent part of the SRDP, underlining our commitment to this vital
sector for the rural economy. The future SRDP will continue to invest a significant proportion of its budget
(35%) to M13 (LFASS). We will also ensure that crofters, small farmers and new entrants have
opportunities to access improved support.

We must ensure that our environment is protected and enhanced, and that we mitigate and adapt to climate
change. The Regulations set a minimum spend for environment and climate change as 30% of the total
budget. This is made up from spend on measures 13, 10, 08, 15, 11, and Natura measures. Scotland meets
this with our M13 budget alone, we will spend an additional 19% on measures 08 and 15. However this
would not meet the range of obligations we face and support for M10 is essential.

Scotland's performance against indicators for environmental progress, although strong in a European
context, has suffered in recent years. For example, the Index of Abundance for Scottish Terrestrial Breeding
Birds is a good indicator of general biodiversity and has been in decline for the last three years. Therefore,
we will be allocating around 25% of the total programme budget directly to Focus Area 4A. Spend under
other focus areas (such as 4B, 4C, 5D and 5E) will also have a positive impact on biodiversity in Scotland.

Due to the wide range of environmental and agricultural obligations and needs, land based elements
continue to be significant in the SRDP in terms of budgets. However, broader economic and social
development play an important role in the programme, targeted support to key sectors, and community-led
local development supported through M19.

Targeted support for the food and drink sectors and small rural enterprises (with the support for small non-
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agricultural rural businesses and farm diversification in M19). Food and Drink is a key growth sector for
Scotland and the last SRDP funded a wide range of projects that helped create/sustain thousands of jobs.
The contribution that small businesses make towards rural communities, justifies the support available,
complementing that provided by other public funds, enterprise agencies and local government. M16
encourages growth and value in the food and drink industry by increasing co-operation and developing
integrated supply chains, assisting the Scottish food industry and partners to promote/develop co-operation
to exploit local markets, increase productivity and efficiencies.

M19 allows communities, public, private and third sector interests to come together. These priorities will
cover a range of issues, as long as they are agreed by the Local Action Groups (LAG's) and fit the
framework under which LEADER will operate.

Support for the historic environment, quality assurance programmes and animal welfare will be embedded
into other measures such as M10 and 01 or in the case of relevant quality assurance schemes given
recognition through the assessment process.

Financial instrument (FI) not in use at this time. Agree with idea in principle but decision taken to scope this
out ensuring an effective and targeted tool may be developed in the future - modification possible later if
robust instrument is developed. For RDP Fls may be used for food and drink and local community projects
sector has strong growth or where securing funding can be difficult.

Consistency and coherence

A co-ordinated approach is essential ensuring the SRDP plays an integral, appropriately focused, role
delivering outcomes for Scotland. This requires complementarity with other funding streamsto ensure we
secure maximum value from funding sources.

Areas identified as being of strong interest in Scotland, and which a joint approach is beneficial, are:
business support; skills training; and social inclusion/local development and advice. These approaches have
been developed to ensure that appropriate expertise is provided.

Business support is provided through the SRDP. These funds will be directed towards businesses with
growth potential, particularly in key sectors, supporting innovation performance, internationalisation,

leadership and digital exploitation as well as for small rural non-agricultural business (including farm

diversification).

Formal skills training will be provided through other funding sources and delivered using targeted
approaches. This approach allows includes traditionally rural and maritime sectors, assisting in development
of key skills in land and environmental management and diversification out of primary sectors and into
growth sectors. Modern apprenticeships in the agricultural and forestry will be delivered as part of this with
the exact nature to be designed in consultation with professionals. Non-formal skills such as basic IT
training will be delivered under M19 if Local Development Strategies (LDS) identify it as a priority. Non-
formal vocational skills and training courses will be provided for through MO1, ensuring a comprehensive
package of skills support is provided.

M19 continues under the SRDP. LAG's will agree priorities through engagement with local people and
businesses, the resulting LDS's will be informed by the local and national strategic environment as set out in
the PA. Guidance sets out the objectives to be achieved. To ensure complementarity, those preparing LDS's
will work with Local Authorities and Community Planning Partnership. Both parties will develop
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mechanisms for joint working on shared priorities.

MO02, an area of strong interest to all funds, where joint solutions can be provided. The SRDP will broaden
and deepen current provision of advice and support for farmers and land managers. To address resource
efficiency advice, we are working to explore potential for funding Green Audits for every farm and rural
business in Scotland. The SRDP will focus on provision of resource efficiency advice to farmers. Advice
under SRDP is under development and will be provided via the Farm Advisory Service.

A Strategy for Scotland, published March 2011, is our national digital strategy, focused around four
interlinked themes — digital connectivity, digital economy, digital participation and digital public services.
All four are equally important and mutually reinforcing — economy, participation and government services
all help to drive demand; but can only be effectively delivered and exploited if infrastructure is in place.

In recognition of the importance of infrastructure, the SG and partners are investing over £410 million in the
Digital Scotland Superfast Broadband (DSSB) programme to extend superfast broadband (download access
speed of 30Mbps or above and in no cases less than 24Mbps) infrastructure into non-commercial areas. As a
result of this, at least 95% of premises in Scotland will have access to fibre broadband by 2017/18. The
contribution of the ESI funds will target the final 5% which will not be served even after existing public
intervention through the DSSB programme. With funding being limited to Scotlands tansition region
(Highlands and Islands) only.

Consistency and coherence with Pillar 1 of CAP is essential to ensure that Scotland’s proposals for support
to the farming industry, and wider rural community, will provide a package to meet Scotland’s unique
needs, along with SG and EU priorities. To ensure coherence we developed our proposals for both pillars in
tandem, consultations on proposals for both Pillars were carried out in late 2013/early 2014 so stakeholders
could consider the full CAP package. Specific areas where there is complementarity between the two Pillars
is highlighted in section 14.

Spatial targeting

New spatial targeting is introduced under the AEC Scheme. Each option will be available within a target
area. For some options, this target area will remain all of Scotland, for example where data is not available
to underpin spatial targeting, or where it is important for the option to be widely available. For other
options, availability has been spatially restricted to where evidence suggests the option will deliver it most
effectively.

When defining target areas, we considered potential for the option to benefit biodiversity, water quality,
flood risk management and climate change. We determined which of these objectives should be taken into
account when producing target maps, based on whether the option contributed to that objective and whether
the impact varied spatially.

For biodiversity, a target map was produced based principally on distribution information for species and/or
habitats from the Scottish Biodiversity List, also taking into account other information such as the range of
‘upland’ areas.

For water quality, a target map was produced using information on location of priority catchments (the
following have been identified in River Basin Management Plans: The Scotland River Basin District and the
Solway Tweed River Basin District) that are expected to benefit from an option, taking into account specific
pollutant pressures affecting each catchment. The Water Framework Directive (WFD) has set ambitious
objectives for good water quality across Europe. Currently adverse impacts from agricultural activities such
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as diffuse pollution and river channel realignment are the most significant pressures in Scotland.

For flood risk management, a map was produced based on the location of Potentially Vulnerable Areas
defined under the Flood Risk Management (Scotland) Act 2009.

For climate change mitigation, target maps were produced based on soil carbon maps, taking into account
potential for options to preserve or increase soil carbon stocks.

A single targeting map was produced for each option by combining, where necessary, maps produced for
individual objectives.

When deciding on methodology for targeting, we considered the potential to use an ecosystems based
approach using maps of ecosystem service provision being developed by the James Hutton Institute. These
maps are not yet at a stage that would allow them to be used.

Targeting maps do, however, draw on information at the scale of water catchments and species or habitat
ranges. Within these areas, support will be available for farmers and land managers to cooperate together to
deliver environmental management at an ecosystem scale.
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5.2. The combination and justification of the rural development measures for each focus area
including the justification of the financial allocations to the measures and the adequacy of the
financial resources with the targets set as referred to in Article 8(1)(c)(ii) and (iii) of Regulation (EU)
No 1305/2013. The combination of measures included in the intervention logic shall be based on the
evidence from the SWOT analysis and justification and prioritisation of needs referred to in point 5.1

5.2.1. P1: Fostering knowledge transfer and innovation in agriculture, forestry and rural areas
5.2.1.1. 1A) Fostering innovation, cooperation, and the development of the knowledge base in rural areas

5.2.1.1.1. Choice of rural development measures

e MO1 - Knowledge transfer and information actions (art 14)
e MO02 - Advisory services, farm management and farm relief services (art 15)
e M16 - Co-operation (art 35)

5.2.1.1.2. Combination and justification of rural development measures

Innovation is a cross cutting objective and a key aspect of the SRDP, along with knowledge transfer. In
order to deliver the outcomes of the SRDP it is essential that innovation, cooperation and knowledge
transfer effectively takes place to build on the existing knowledge base. Effective advisory capacity and
provision is a significant contributor towards the successful delivery of outcomes and added value.

The needs identified through the SWOT for focus area 1A are:

e improve co-ordination and integration of advisory services;
e increase focus on entrepreneurship, innovation and business management.

These needs will be addressed by training, skills development and knowledge transfer under measure 1;
measure 2 will be complementary by promoting uptake of best practice. Measure 16 will support the
operation of operational groups deliver projects that aim to develop and implement new practices, processes
and technologies.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. Experience from
the current programme has shown that in some areas substantial improvements can be made by modest
investments, therefore the comparatively small allocations for measures 1, 2 and 16.
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5.2.1.2. 1B) Strengthening the links between agriculture, food production and forestry and research and
innovation, including for the purpose of improved environmental management and performance

5.2.1.2.1. Choice of rural development measures

e M16 - Co-operation (art 35)

5.2.1.2.2. Combination and justification of rural development measures

The Scottish Government has invested in scientific research which provides a foundation for the sustainable
use of our natural resources and supports innovation and economic growth across a broad base of rural,
environmental and related areas, allowing our businesses to be more competitive, to improve the quality of
the goods and services they deliver and to increase the efficiency with which they use resources. Knowledge
transfer is essential to ensure that businesses can use this and in turn deliver the outcomes we are seeking.

Research and innovation needs to be translated into agricultural and land management practices to promote
the outcomes being sought — knowledge transfer and innovation; enhanced competitiveness, restoring,
preserving and enhancing ecosystems; resource efficiency.

Scotland’s Monitor Farms Programme is widely recognised throughout the industry as being successful for
knowledge transfer and innovation. Research shows that 70% of monitor farmers progressed to undertake
off-farm leadership positions, with the majority of these individuals attributing their new roles to their
experience as a monitor farmer.

The need identified through the SWOT for focus area 1B are:

e develop stronger linkages to, and take up of, research, technology and best management practice,
including through development and expansion of monitor farms.

Measure 16 will help address these needs through the continuation, development and expansion of the
Monitor Farm Programme which allows for this translation into agricultural and land management practices
to take place. Measures 1 and 2 will also address this focus area.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. Experience from
the current programme has shown that in some areas substantial improvements can be made by modest
investments, therefore the comparatively small allocations for measures 1, 2 and 16.

5.2.1.3. 1C) Fostering lifelong learning and vocational training in the agricultural and forestry sectors

5.2.1.3.1. Choice of rural development measures

e MO1 - Knowledge transfer and information actions (art 14)
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5.2.1.3.2. Combination and justification of rural development measures

Scotland's ability to recover from recession and become a more successful country depends on growing
businesses which will create sustainable employment opportunities and ensuring that there is a skilled
workforce deployed effectively to do these jobs well. The refreshed strategy Skills for Scotland (2007) and
the Government Economic Strategy (2011) make clear the Scottish Government’s commitment to training,
learning and skills to support individuals into sustainable, productive employment and to enhance well-
being.

The need identified through the SWOT for focus area 1C is:
e better integrate training and skills across land based sectors.

Measure 1 will provide funding for vocational training, skills development, and knowledge transfer
initiatives for all farmers, crofters and people involved in the food sector.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013. Experience from the current programme has shown
that in some areas substantial improvements can be made by modest investments, therefore the
comparatively small allocations for measure 1.

5.2.2. P2: Enhancing farm viability and competitiveness of all types of agriculture in all regions and
promoting innovative farm technologies and the sustainable management of forests

5.2.2.1. 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

5.2.2.1.1. Choice of rural development measures

e MO1 - Knowledge transfer and information actions (art 14)

e MO2 - Advisory services, farm management and farm relief services (art 15)
e MO04 - Investments in physical assets (art 17)

e MO6 - Farm and business development (art 19)

e M13 - Payments to areas facing natural or other specific constraints (art 31)
e M16 - Co-operation (art 35)

5.2.2.1.2. Combination and justification of rural development measures

Sustainable economic growth is Scottish Government’s overarching purpose. The primary purpose of
agriculture in Scotland is the efficient and sustainable production of food. The SRDP provides an
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opportunity to improve the economic performance of Scotland’s farms and crofts.
The needs identified through the SWOT for focus area 2A are:

e invest in implementation, knowledge transfer and skills development;

e developing small agricultural holdings into economically viable businesses and improve their
efficiency with respect to mitigating climate change and enhancing the environment.

e developing virtual and physical infrastructure.

Measures 1, 2 and 16 will allow advice, training, skills development and knowledge transfer to farmers and
groups of farmers. Measure 4 will provide capital support for agriculture, focussed on crofting and small
farms.

Measure 6 also has the potential to address this focus area as it can support business start-up for young
farmers, and measure 19 can support diversification into non-agricultural activities.

Measure 13 provides vital support to help maintain viable farms in Scotland’s extensive LFA and reduce the
risk of land abandonment, therefore creating the basis for farms to improve their economic performance.
While support is designed to ensure that farms in these constrained areas remain viable and sustainable, the
natural and climatic constraints faced by the farms means that large scale intensification is not possible, and
modernisation will also be limited by the capability of the land, so farming based on traditional sustainable
practise dominates.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. Experience from
the current programme has shown that in some areas substantial improvements can be made by modest
investments, therefore the comparatively small allocations for measures 1, 2 and 16. The majority of sub-
measure 4.1 delivers towards this focus area. Levels of support under measure 13 have been maintained
which is necessary to reduce the risk of land abandonment and sustain viable businesses.

5.2.2.2. 2B) Facilitating the entry of adequately skilled farmers into the agricultural sector and, in
particular, generational renewal

5.2.2.2.1. Choice of rural development measures

e MO2 - Advisory services, farm management and farm relief services (art 15)

e MO06 - Farm and business development (art 19)

5.2.2.2.2. Combination and justification of rural development measures

The average age of farmers in increasing and a key priority is to support generational renewal in agriculture
across Scotland.
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The need identified through the SWOT for focus area 2B is:

e support new entrants and generational renewal to drive forward change and stimulate sustainable
economic growth through innovation.

Measure 2 will provide advice to help give new entrant young farmers the skills and knowledge
required. Measure 6 will allow for business start-up grants.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. All of the budget
for sub-measure 6.1 falls under this focus area. Measures 1 and 16 will complement this by providing
opportunities for training, skills development and knowledge transfer.

5.2.3. P3: Promoting food chain organisation, including processing and marketing of agricultural products,
animal welfare and risk management in agriculture

5.2.3.1. 3A) Improving competitiveness of primary producers by better integrating them into the agri-food
chain through quality schemes, adding value to agricultural products, promotion in local markets and short
supply circuits, producer groups and inter-branch organisations

5.2.3.1.1. Choice of rural development measures

e MO3 - Quality schemes for agricultural products and foodstuffs (art 16)
e MO04 - Investments in physical assets (art 17)

e M14 - Animal welfare (art 33)

e M16 - Co-operation (art 35)

5.2.3.1.2. Combination and justification of rural development measures

The food and drink sector is identified as a key growth sector in the Scottish Government Economic
Strategy. Scotland has a strong reputation for quality brands on the international market including a number
of EU Protected Food Names.

The needs identified through the SWOT for focus area 3A are:

e continue to develop the reputation of Scotland as a land of food and drink;
e improve co-operation in the food and drink sector to shorten supply chains.

Measure 4 will allow support to be provided for businesses which contribute to Scotland’s sustainable
economic growth.

Measure 16 will complement this by increasing co-operation and developing integrated supply chains.
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Measures 1 and 2 will complement this to allow advice, training, skills development and knowledge transfer
to farmers and those involved in the supply chain.

Measures 3 and 14 the spend for these measures will fund commitments signed under the previous Rural
Development Programme for Scotland for the funding period 2007 — 2013. These measures shall not

be used in the future as we have prioritised the use of our low budget to focus on key needs as identified in
the SWOT and explained in the programme. Capital investments that deliver benefits to animal welfare may
be purchased under measure 4 (such as handling facilities), and under measures 1, 2 and 16 advice and
information on animal welfare issues as well as elements of innovative projects, can be progressed. For
Quality Assurance we are considering giving recognition to these in the scoring criteria where this would be
appropriate to the operations concerned.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. In addition all of
the budget for sub-measure 4.4, and a proportion of measure 16, is for support to the food and drink sector

which falls solely under focus area 3A. This is a significant budget as food and drink is a key growth sector
for Scotland.

5.2.3.2. 3B) Supporting farm risk prevention and management

5.2.3.2.1. Choice of rural development measures

e MO02 - Advisory services, farm management and farm relief services (art 15)

5.2.3.2.2. Combination and justification of rural development measures

As identified through the SWOT Scotland has a high health status for animals and plants. The PGI status for
Scotch Beef and Scotch Lamb is allied to strong traceability system.

The need identified through the SWOT for focus are 3B is:
e continue Scotland’s strong reputation for high health and animal welfare standards.

This need will be addressed though advice measure 2. Measure 14 Animal Welfare has not been selected for
use in the SRDP 2021-2024. Due to the budgetary restraints placed on the Scottish Government it has had to
target funding to the key areas were the greatest benefit will be gained. Benefits for maintaining Scotland's
high health status can be gained through other measure such as measure 02 through access to a better advice
network and through measure 01 and the use of knowledge transfer and innovation ensuring a higher
standard of practices with in agriculture. Measure 04 allows for potential funding for capital investments
there by giving a higher standard of physical environment with Scottish agriculture.

Measures 1, 4 and 6 also have the potential to deliver towards this focus area through the use of knowledge
transfer and innovation ensuring a higher standard of practices with in agriculture and improvements to
working practices and processes enabled through the support offered to young farmers, crofters and small
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farms.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. Experience from
the current programme has shown that in some areas substantial improvements can be made by modest
investments, therefore the comparatively small allocations for measures 1, 2 and 16.

5.2.4. P4: Restoring, preserving and enhancing ecosystems related to agriculture and forestry

5.2.4.1. 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of European
landscapes

5.2.4.1.1. Measures for agricultural land

e MO1 - Knowledge transfer and information actions (art 14)

e MO2 - Advisory services, farm management and farm relief services (art 15)

e MO04 - Investments in physical assets (art 17)

e MO8 - Investments in forest area development and improvement of the viability of forests (art 21-26)
e MI10 - Agri-environment-climate (art 28)

e M11 - Organic farming (art 29)

e M13 - Payments to areas facing natural or other specific constraints (art 31)

e M16 - Co-operation (art 35)

5.2.4.1.2. Measures for forestry land

e MO8 - Investments in forest area development and improvement of the viability of forests (art 21-26)

e M15 - Forest environmental and climate services and forest conservation (art 34)

5.2.4.1.3. Combination and justification of rural development measures

The needs identified through the SWOT for focus 4A are:

e to halt the decline in biodiversity and improve the resilience of ecosystems in the face of
environmental change;

¢ to improve the condition of designated sites affected by land management activities (NATURA,
Sites of Special Scientific Interest (SSSIs) and Scheduled Ancient Monuments (SAMS));

e to address the negative environmental impacts of land abandonment and decreased management in
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HNYV areas.

Needs will be addressed through the wide combination of measures listed by support for advice, skills and
knowledge transfer under measures 1 and 2; support for management actions and physical investments
under measures 4, 10 and 11. As well as and measures 8 and 15 for forestry land, forests play a key role in
climate change adaption and mitigation. The aim is therefore to support a range of forestry management
operations to improve and enhance the environmental and public amenity values of woodlands. In
particular, improvements that will benefit woodland habitats and species and that are priorities in the UK
Biodiversity Action Plan. Measure 13 is vital to maintain farming in on Scotland’s extensive LFA area and
HNV land (around half of the LFA is HNV). Finally, measure 16 will allow for support for ecosystem or
landscape scale projects to deliver environmental benefits.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. The budget
allocated through measures 4, 10, 11 and 16 for environmental actions is necessary to ensure Scotland’s
environment is protected and enhanced. A significant proportion of the budget for measure 8 falls under this
focus area and the allocation to measure 13 to support constrained areas, where support levels have been
maintained which is critical for the viability of farms in the LFA in Scotland, therefore the delivery of
environmental benefits through continued land management. Finally, experience from the current
programme has shown that in some areas substantial improvements can be made by modest investments,
therefore the comparatively small allocations for measures 1, 2 and 16.

5.2.4.2. 4B) Improving water management, including fertiliser and pesticide management

5.2.4.2.1. Measures for agricultural land

e MO1 - Knowledge transfer and information actions (art 14)

e MO02 - Advisory services, farm management and farm relief services (art 15)

e MO4 - Investments in physical assets (art 17)

e MO8 - Investments in forest area development and improvement of the viability of forests (art 21-26)
e MI10 - Agri-environment-climate (art 28)

e M11 - Organic farming (art 29)

e M13 - Payments to areas facing natural or other specific constraints (art 31)

e M16 - Co-operation (art 35)

5.2.4.2.2. Measures for forestry land

e MO8 - Investments in forest area development and improvement of the viability of forests (art 21-26)

e M15 - Forest environmental and climate services and forest conservation (art 34)
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5.2.4.2.3. Combination and justification of rural development measures

The Water Framework Directive (WFD) has set ambitious objectives for good water quality across Europe.
Currently adverse impacts from agricultural activities such as diffuse pollution and river channel
realignment are the most significant pressures on the water environment in Scotland. The River Basin
Management Plans, describe how required improvements will be achieved with an overall aim of 98% of
our waters to be in ‘good condition’ by 2027. The Scotland Rural Development Programme is one of the
key measures identified in these plans.

The need identified through the SWOT for focus area 4B is:
e to reduce the incidence of diffuse pollution in priority catchments.

As with focus area 4A this need will be addressed through the wide combination of measures listed which
will provide support for advice, skills and knowledge transfer; support for management actions and physical
investments under measures. Finally, measure 16 will allow for support for landscape scale or water
catchment area projects.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. The budget
allocated through measures 4, 10, 11 and 16 for environmental actions is necessary to ensure objectives on
water management can be met. In particular the majority of the budget for measure 4.3 falls under this focus
area.

Experience from the current programme has shown that in some areas substantial improvements can be
made by modest investments, therefore the comparatively small allocations for measures 1, 2 and 16.

Please note that although measures 13, 08 and 15 appear in this focus area (FA), this is due to the fact that
the system does not allow the relevant authority to select measures at FA level under priority 4. They have
to select them all at a priority 4 level and it automatically places them under all the FA available under
priority 4. We have no justification for these measures being present as we do not wish to programme these
measures under FA 4B and 4C but are unable to withdraw them.

5.2.4.3. 4C) Preventing soil erosion and improving soil management

5.2.4.3.1. Measures for agricultural land

e MO1 - Knowledge transfer and information actions (art 14)

e MO2 - Advisory services, farm management and farm relief services (art 15)

e MO4 - Investments in physical assets (art 17)

e MO8 - Investments in forest area development and improvement of the viability of forests (art 21-26)
e MI10 - Agri-environment-climate (art 28)
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e M11 - Organic farming (art 29)
e M13 - Payments to areas facing natural or other specific constraints (art 31)
e M16 - Co-operation (art 35)

5.2.4.3.2. Measures for forestry land

e MO8 - Investments in forest area development and improvement of the viability of forests (art 21-26)

e MI15 - Forest environmental and climate services and forest conservation (art 34)

5.2.4.3.3. Combination and justification of rural development measures

Scotland’s soils are a vital natural resource that should be preserved.
The need identified through the SWOT for focus area 4C is:
e enhance the quality of Scotland’s soils and peatlands.

As with focus area 4A and 4b the combination of measures will allow for advice, skills and knowledge
transfer to support this need, along with support for land management actions and physical investments,
including on a landscape or ecosystem scale, to protect and enhance Scotland’s soils and peatlands.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. The budget
allocated through measures 4, 10, 11 and 16 for environmental actions is necessary to ensure Scotland’s
soils are preserved. Experience from the current programme has shown that in some areas substantial
improvements can be made by modest investments, therefore the comparatively small allocations for
measures 1, 2 and 16.

Please note that although measures 13, 08 and 15 appear in this focus area (FA), this is due to the fact that
thesystem does not allow the relevant authority to select measures at FA level under priority 4. They have to
select them all at a priority 4 level and it automatically places them under all the FA available under priority
4. We have no justification for these measures being present as we do not wish to programme these
measures under FA 4B and 4C but are unable to withdraw them.
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5.2.5. P5: Promoting resource efficiency and supporting the shift towards a low carbon and climate resilient
economy in agriculture, food and forestry sectors

5.2.5.1. 5A) Increasing efficiency in water use by agriculture
5.2.5.1.1. Choice of rural development measures

5.2.5.1.2. Combination and justification of rural development measures

This focus area is not being programmed against, however, measure 4 has the potential to address this
through improvements to drainage and water supply infrastructure.

5.2.5.2. 5B) Increasing efficiency in energy use in agriculture and food processing

5.2.5.2.1. Choice of rural development measures

e MO1 - Knowledge transfer and information actions (art 14)
e MO2 - Advisory services, farm management and farm relief services (art 15)
e ML16 - Co-operation (art 35)

5.2.5.2.2. Combination and justification of rural development measures

The Climate Change (Scotland) Act 2009 introduced ambitious legislation to reduce emissions by at least 42
per cent by 2020 and 80 per cent by 2050 and increasing efficiency in energy use is a contributor to this
target.

The need identified through the SWOT for focus area 5A is:
e improve resource efficiency, recycling and waste prevention.

The combination of measures will address this need through advice, training, skills and knowledge transfer
under measures 1 and 2.

Measures 4, 6 and 16 also have the potential to address this focus area; through wider capital support for
agricultural investment (targeted at crofters, small farms and new entrants) though measures 4 and

6. Measure 16 can support food and drink processing companies, examples include improvements in
equipment and processes, product development or shorter supply chains that could result in increased
energy efficiency.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. Experience from
the current programme has shown that in some areas substantial improvements can be made by modest
investments, therefore the comparatively small allocations for measures 1 and 2.
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5.2.5.3. 5C) Facilitating the supply and use of renewable sources of energy, of by products, wastes, residues
and other non food raw material for the purposes of the bio-economy

5.2.5.3.1. Choice of rural development measures

5.2.5.3.2. Combination and justification of rural development measures

Renewable energy sources is a contributor to the targets under the Climate Change (Scotland) Act.
The need identified through the SWOT for focus area 5C is:
e provide advice and support for renewable energy and energy efficiency initiatives.

While no measures have been programmes against this need, measures 1, 2 and 16 have the potential to
address this focus area through training, knowledge transfer, innovation and pilot projects.

5.2.5.4. 5D) Reducing green house gas and ammonia emissions from agriculture

5.2.5.4.1. Choice of rural development measures

e MO2 - Advisory services, farm management and farm relief services (art 15)
e MO4 - Investments in physical assets (art 17)

e MI10 - Agri-environment-climate (art 28)

5.2.5.4.2. Combination and justification of rural development measures

Reducing emissions from agriculture is a contributor to the targets under the Climate Change (Scotland)
Act.

The need identified through the SWOT for focus area 5D is:
¢ reduce greenhouse gas emissions.

This need can be addressed through advice on climate change mitigation and adaption under measure 2.
including specific advice on efficiency in the beef sector, to support the efficiency support available under
measure 10. In addition it can be addressed through measure 4 for the support for non-productive
investments in agricultural holdings for the achievement of agri-environment-climate. Measure 4 can fund
investments that lead to improved efficiencies in the areas of waste reduction and/or improved management
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of soils and fertilisers for example through the funding for slurry storage to be brought above the minimum
standards. Measure 4 will also promote reduction in emissions through for example the availability of
funding for the purchase of more modern efficient equipment. Measure 10 will also support carbon
efficiency in the livestock sector.

Measures 1 and 16 also have the potential to address this focus area through training, knowledge
transfer, innovation and pilot projects.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. Experience from
the current programme has shown that in some areas substantial improvements can be made by modest
investments, therefore the comparatively small allocations for measures 1, 2 and 16.

5.2.5.5. 5E) Fostering carbon conservation and sequestration in agriculture and forestry

5.2.5.5.1. Choice of rural development measures

e MO8 - Investments in forest area development and improvement of the viability of forests (art 21-26)
e M16 - Co-operation (art 35)

5.2.5.5.2. Combination and justification of rural development measures

Carbon sequestration through the creation of new woodland is a foundation stone of the action plan for the
achievement of the targets under the Climate Change (Scotland) Act.

The need identified through the SWOT for focus area 5E is:
e protection of soil carbon sinks and woodland creation.

Measure 8 is clearly a key element to deliver towards this need and it can be addressed through advice on
under measure 2. In addition measure 16 can support facilitation of landscape scale forestry

Measures 4 and 10 also have the potential to address this focus area through non-productive investments for
achievement of agri-environment objectives which could contribute to the retention of carbon sinks.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013 and the previous advisory service. The majority of
the budget for measure 8 falls under focus area 5E in order to meet targets for the creation of new
woodland. Experience from the current programme has shown that in some areas substantial improvements
can be made by modest investments, therefore the comparatively small allocations for measures 1, 2 and 16.
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5.2.6. P6: Promoting social inclusion, poverty reduction and economic development in rural areas

5.2.6.1. 6A) Facilitating diversification, creation and development of small enterprises, as well as job
creation

5.2.6.1.1. Choice of rural development measures

e MO04 - Investments in physical assets (art 17)
e MO6 - Farm and business development (art 19)
e MO8 - Investments in forest area development and improvement of the viability of forests (art 21-26)

5.2.6.1.2. Combination and justification of rural development measures

Sustainable economic growth is Scottish Government’s overarching purpose and delivering growth in
remote and fragile rural areas is particularly challenging.

The need identified through the SWOT for focus area 6A is:

e Supporting and developing existing and new rural businesses for economic development and
employment
e developing virtual and physical infrastructure.

This need will be addressed through measure 8 which provides support to projects that promote economic
and sustainable production of woodlands and add value to local economies. Measure 4 will also provide
support to for developing existing and new forestry businesses for economic development and employment
specifically for equipment for forest nurseries and equipment for afforestation projects.

Measure 6 The spend for this measure will fund commitments signed under the previous Rural
Development Programme for Scotland for the funding period 2007 — 2013.

There is also the potential for measure 4 and 6 under the SRDP 2021-2024 to further help address this focus
area through support for agricultural holdings targeted at crofters and small farms; support for food and
drink processing and marketing; and support for business start-up aid for young farmers. In addition
measure 19, LEADER, will also deliver towards this need, however LEADER is programmed under focus
area 6B.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013. Allocation is sufficient to meet needs given other
areas of funding in Scotland. SRDP is mostly focussed on land management objectives as it is the largest
source of funding for this vital area. Without it Scotland could not achieve its objectives in relation to
climate and the environment.
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5.2.6.2. 6B) Fostering local development in rural areas

5.2.6.2.1. Choice of rural development measures

e MAO7 - Basic services and village renewal in rural areas (art 20)

e M19 - Support for LEADER local development (CLLD — community-led local development) (art 35
Regulation (EU) No 1303/2013)

5.2.6.2.2. Combination and justification of rural development measures

The LEADER approach can help build stronger rural communities, who will contribute to the delivery of
the Scottish Government Economic Strategy priorities. In particular, rural communities have a key role to
play in three of the strategic priorities: 1) transition to a low carbon economy; 2) creating a fairer society
(equality); and 3) creating a skilled, educated and healthy workforce (learning, skills and well-being).

The needs identified through the SWOT for focus area 6B is:

e supporting community development.
e developing virtual and physical infrastructure.

This need will mostly be addressed through measure 19, LEADER, and support delivered in line with Local
Development Strategies. In addition, measure 7 will provide support for the creation and development of
local access footpaths and access networks.

Measure 6 also has the potential to address this focus area through the support for young new entrant
farmers.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013, and the requirement of LEADER to account for at
least 5% of the core contribution. The budgets for sub-measure 7.5 and measure 19 for LEADER, fall solely
under focus area 6B. Allocation is above the minimum percentage amount and is sufficient to meet needs
given other sources of funding across Scotland. SRDP is mostly focussed on land management objectives as
it is the largest source of funding for this vital area. Without it Scotland could not achieve its objectives in
relation to climate and the environment.

5.2.6.3. 6C) Enhancing the accessibility, use and quality of information and communication technologies
(ICT) in rural areas

5.2.6.3.1. Choice of rural development measures

e MAO7 - Basic services and village renewal in rural areas (art 20)
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5.2.6.3.2. Combination and justification of rural development measures

Broadening the economic base through capitalising on provision of superfast Broadband and investing in
growth sectors, all of which offer opportunities in rural Scotland, remains a top priority for economic
development agencies.

The needs identified through the SWOT for this focus area is:
e developing virtual and physical infrastructure.
This need will be addressed through measure 7 which will provide support for broadband infrastructure.

There is also the potential for measure 19 to deliver towards this focus area, dependent upon the priorities
identified in Local Development Strategies.

The financial allocation of the measures has been determined by assessment of the needs and monitoring of
uptake of similar actions under the SRDP 2007 — 2013. All of the budget from sub-measure 7.3 falls under
this focus area.
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5.3. A description of how the cross-cutting objectives will be addressed, including the specific
requirements in Article 8(1)(c)(v) of Regulation (EU) No 1305/2013

Innovation

The promotion of innovative approaches in order to achieve the objectives of the Union priorities for rural
development, including links with the European Innovation Partnership (EIP) for agricultural productivity
and sustainability, is a key element of the new programme. It is being addressed in a variety of ways,
tailored to suit the specific circumstances of each priority and client group.

Addressing the challenges of a changing climate and the need to ensure sustainable use of our resources in
order to protect and enhance the environment (water, soil and biodiversity), as well as the drive to improve
the efficiency and competitiveness of the land based sector are key priorities for the new programme. To
ensure this sector can respond effectively to these challenges a distinct approach through KTIF a funding
scheme which supports Knowledge transfer and Innovation has been developed, based on the previous
successful Skills Development Scheme and Monitor Farm Programme measure 111 in the 2007 — 2013
programme.

Within the 2021-2024 SRDP measure 01 knowledge transfer and information services will continue to
provide funding for non-formal vocational training and skills development in the form of workshops,
training courses, coaching, information actions and farm visits.

It will also through sub-measure 16.1 continue to fund monitor farms and similar types of projects in order
to translate innovative approaches into agricultural and land management practice in order to promote:

knowledge transfer and innovation;

enhanced competitiveness;

restoring, preserving and enhancing ecosystems;

resource efficiency and shift to low carbon climate resistant economy;

In the SRDP 2021-2024 sub-measure 16.1 will be aligned with the EIP for agriculture productivity and
sustainability. The EIP aims to promote a faster and wider transposition of innovative solutions into
practice, and create added value by enhancing the uptake and effectiveness of innovation-related
instruments. It will also help fill gaps by better linking research and practical farming. This will ensure
learning from across Europe can be potentially translated into innovative projects in Scotland, and learning
from Scotland will be available to farmers and land managers in Europe.

Operational groups within the relevant authority will form networks and clusters to address identified issues
and issue calls for proposals around key themes. The Scottish Rural Network (SRN) will provide the
Innovation Brokerage Service, so that individuals can come together to discuss potential projects. These can
then be developed further once agreement has been reached on taking a project forward to the animation
stage. This brokerage service will potentially cut across all rural development priorities and focus areas,
with individuals and/or groups then being transferred on to the relevant area once a project had been
adequately identified. Outcomes (successful or otherwise) will be publicised, promoted through measure 02
advisory Services farm management and farm relief services (advisory service), SRN and delivery partners
with a view to informing policy, decision making and the work of rural practitioners.

The Innovation support service under the SRN will also work closely with measure 19 support for LEADER
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(LEADER) Local Action Groups to foster innovation.

Supporting innovation in the Scottish food and drink processing sectors will be an important objective in the
new Programming period. Research and development spend by Scottish food and drink companies has more
than doubled since 2007 to £15.5 million supported in many areas by programmes supported by the public
sector to help translate world-class research into innovation and policies to further develop this

aspect. Innovation in new products and processes allows businesses to widen product-ranges, add-value and
enter new markets — often with an export-focus. The Food Processing, Marketing and Co-operation grant
scheme, measure 132 in the 2007-13 programme helped many beneficiaries to successfully bring to the
market new products, often packaged innovatively. New ways of doing things — often through the use of
technologically-advanced processing plant and equipment can help deliver savings in energy use and
contribute towards waste minimisation. Such efficiency gains deliver improved profitability, environmental
benefits and result in more vibrant, flexible and resilient processing sectors. Using Articles 17 and 35 the
new food processing measure will, through the use of enhanced selection criteria, aim to better target
support to projects which can demonstrate strong innovatory elements.

Environment and Climate Change Mitigation and Adaption

As stated above the restoration, preservation and enhancement of our natural ecosystems, including the
specific needs of Natura 2000 areas, and climate change mitigation and adaptation are key goals of the next
programme and are being addressed through a range of approaches. The main aspect which will ensure we
adequately meet this goal is the creation under measure 10 agri-environment and climate of a single Agri
Environment and Climate Scheme which will directly fund farmers and land managers to undertake
appropriate projects based on sound evidence. Supporting the uptake of climate friendly farming methods
has additional benefits in improving water and air quality as well as biodiversity

To ensure a collaborative ecosystem approach can be taken a co-operative action fund has been developed
under measure 16 Co-operation (co-operative action fund) that will fund the facilitation and development of
co-operative approaches in order to tackle issues that require broad action across a wide area and involving
several different actors (e.g — natural flood management, removal of invasive non-native species).

Measure 13 payments to areas facing natural or other specific constraints (LFASS) will play a significant
role in the sustainability of our High Nature Value Areas (HNV), with much of this land being within the
current designated area and based on mapping work to date this will be retained in the ANC delimitation. In
2013 the total area of Utilised Agricultural Area (UAA) estimated to be under High Nature Value farming
systems in Scotland was estimated at 2.4 million hectares. This accounts for 44 per cent of the total UAA,
including common grazing. Geographically, the Highlands made up the largest area of HNV farming in
Scotland (43 per cent of HNV area), followed by Argyll (11 per cent) and Tayside (10 per cent).

In terms of Natura 2000 areas these have been marked as a top priority within the new programme. The
Scottish Government has set itself an indicator, as part of its overall National Performance Framework
(NPF) in order to measure progress towards protection and enhancement of these important environmental
and ecological sites. This indicator states that Scotland will “Improve the condition of protected nature
sites”. The assessment process for the Agri-Environment and Climate scheme will specifically recognise
these areas as a key national priority.

Allied to this is under measures 08 and sub measures 4.3, 15.1 and 16.5 a Forestry Grant Scheme will
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promote the creation of woodland in order to benefit biodiversity and address the impacts of climate change,
as well as the implementation of environmentally friendly forests and sustainable forest management. The
area of woodland determined to be of HNV status in Scotland was estimated to be 575,000 hectares as of
2013. This accounts for 41 per cent of the total woodland in Scotland (1,410,000 hectares).

The EC position statement states that “in the Scottish Highlands, conifer plantation forestry dominates,
which causes problems for biodiversity, water and landscape. Diversification is needed to improve
biodiversity”,

Whilst conifer woodland is the dominant forest type in the Highlands, the national inventory on Native
Woodlands in Scotland shows that about 40% of the woodland in the Highland area is native, much higher
than the national average of 22.6% and that 23% of the conifer woodland is Native Scots pine which has
high biodiversity benefits. It is also estimated that 51% of woodland in the Highland area is of HNV status.

Native woodlands are an important element of forestry in Highlands and the Scottish Forestry Strategy
highlights the importance of protecting, restoring and expanding our remaining native woodland resource.
Support from the EC is critical in achieving these objectives, for example, through the 2007-2013 SRDP
programme, 90% of the woodland creation in the Highland area was native woodland. The aim is to
continue the support of creating new native woodlands in the SRDP 2021-2024 Programme.

Woodland management in Scotland and the Highlands must meet the UK Forestry Standard (UKFS) — this
lays out the minimum environmental standards for forestry and encourages the sustainable management of
woodlands and ensures that the aspects of landscape, biodiversity and water quality are all properly
considered. However it is estimated that a relatively small percentage of conifer woodland, less than 10%,
does not currently met the UKFS. Opportunities are being taken as such conifer forests mature and are
felled to ensure that the restructuring of forests are UKFS compliant and that the environmental, economic
and social benefits of forests are managed in a balanced way through Long term Forest Plans. Support to
improve the environmental value of forests is an important aspect of SRDP 2021-2024 Programme.

Lastly measure 02 advisory services, farm management and farm relief services (advisory service) will play
a key role, along with the SRN, in disseminating knowledge to farmers and land managers, ensuring those
who directly manage the land have the skills and tools available to respond to the challenges we face.
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5.4. A summary table of the intervention logic showing the priorities and focus areas selected for the
RDP, the quantified targets, and the combination of measures to be used to achieve them, including
the planned expenditure (table automatically generated from the information provided in sections 5.2
and 11)

Focus Area Target indicator name Target value 2023 Planned expenditure Combination of measures
Focus Area Target indicator name Target value 2023 Planned expenditure Combination of measures
Focus Area Target indicator name Target value 2023 Planned expenditure Combination of measures
Focus Area Target indicator name Target value 2023 Planned expenditure Combination of measures
Focus Area Target indicator name Target value 2023 Planned expenditure Combination of measures
Focus Area Target indicator name Target value 2023 Planned expenditure Combination of measures
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5.5. A description of the advisory capacity to ensure adequate advice and support for the regulatory
requirements and for actions related to innovation to demonstrate the measures taken as required in
Article 8(1)(c)(vi) of Regulation (EU) No 1305/2013

Effective advisory capacity and provision has been consistently raised as a significant contributor towards
the successful delivery of outcomes and added value. The SRDP Advisory Service will provide targeted
advice in order to achieve improvements in our agricultural sector, enhance and maintain our environment
and respond to the impact of climate change. This will build on the advice already available to all businesses
in Scotland via the Business Gateway, and other land management advice available to farmers and land
managers across Scotland.

This co-ordinated Advisory Service under measure 02 will be designed to help farmers, and improve their
economic and environmental performance.

Building a robust Advisory Service will have dual key overriding benefits. Rural farmers and land managers
will have access to local targeted advice from professional advisers that will ensure delivery of both public
and business benefits. Additionally, it will assist the Scottish Government's core purpose of creating a more
successful country through increasing sustainable economic growth.

A criticism of the current advisory provision is that it is too fragmented. The new service will, therefore,
aim to have a strong interface with other elements of the programme, including delivery partners (Scottish
Government Paying Agency and Managing Authority) as well as key agencies such as Nature Scot (NS),
Scottish Environmental Protection Agency (SEPA), Scottish Forestry(SF), National Parks and the Scottish
Rural Network (SRN). It will also aim to work with the key stakeholder organisations, ensuring their
knowledge and expertise feeds into the work in order to achieve shared outcome.

The delivery of the SRN will be implemented within the Scottish Government. Links between the Advisory
Service and the SRN will be assured through working arrangements between these interdependent

areas. The linkages between the work undertaken by SRN and delivery of measure 1 (knowledge transfer
and information actions); measure 2 (farm advisory services); and measure 16.1 (support provided EIP
operational group projects) will be particularly strong. The SRN will facilitate the creation of Operational
Groups who could go onto access funding for land based initiatives under measure 16.1, as well as other
funding opportunities within the programme. The learning from these initiatives will be disseminated via the
SRN, the-one-to-many element of the advisory service and directly to farmers through the provision of one-
to-one advice.

The advisory service will help farmers benefit from improved economic and environmental performance
and improved resilience. It will also help farmers better understand regulatory and other mandatory
requirements; and help farmers to be better equipped to mitigate against climate change impacts..

Delivery of the advisory service will be contracted out to an external service provider using the public
procurement process. It will be the responsibility of the contracted service provider to deliver advice and
assistance to farmers and crofters via a dedicated advice helpline, web guidance, publications and links to
case officers and operational customer service.

The advisory service provider will also oversee the necessary accreditation infrastructure for the Advisory
Service, and this will aim to ensure that advice provided by consultants is fit for purpose and consistent with
a greater emphasis on training and continued professional development to ensure that the requirements of
the new advisory system are met. The staff delivering the SRN will have appropriate expertise to undertake
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the wide range of actions to be delivered (e.g. facilitation skills, communications, web development, social
media) and training in these skills will be provided to staff, as necessary.

The advisory service provider will be responsible for administration and funding for the production of
Integrated Land Management Plans. These would in essence be a health check/audit focusing on
environmental considerations, climate change mitigation and impacts, water pollution, habitats etc. These
will be undertaken by the generalist advisors. This would lead on to more specialist advice on a range of
issues undertaken by advisors fully equipped and trained in the relevant specialism.

The advisory service will, in particular, contribute towards the undernoted priorities for rural development:

Fostering knowledge transfer and innovation;

Enhancing competitiveness;

Restoring, preserving and enhancing ecosystems dependant on agriculture; and

Promoting resource efficiency and supporting a shift towards a low carbon and climate resilient
economy in agriculture.

el A

The one to one and one to many advice provision to farmers will cover a number of different elements
including:

1. statutory management requirements and standards for good agricultural and environmental
performance;

2. climate change adaptation and mitigation;

3. farm modernisation, innovation and competitiveness;

4. pollution prevention and control including compliance with Water Framework Directive
requirements;

5. pest management and control; and

6. advice for farmers setting up for the first time.

In addition to the above working arrangements will be created to ensure that projects funded through
measure 1 (knowledge transfer and information); and measure 16.1 (EIP Operational Group projects) are
suitably advertised across services and networks. This will help ensure that best practice and new found
knowledge arising from successful delivery of innovative actions are disseminated and uptake of learning
outcomes is encouraged.

The new advisory service will not be in place in the early stages of the programme, due to the need to
procure delivery of the service in line with public procurement legislative requirements. Full
implementation is not likely before 2016 but suitable arrangements will be put in place to manage the
transition and continue with current domestically funded farm advisory services in the meantime.
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6. ASSESSMENT OF THE EX-ANTE CONDITIONALITIES

6.1. Additional information

Not applicable.
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6.2. Ex-ante conditionalities

Applicable ex-ante conditionality at national
level

Applicable ex-ante conditionality
fulfilled: Yes/No/Partially

Assessment of its fulfilment

Priorities/Focus Areas

Measures

P3.1) Risk prevention and risk management: the existence of
national or regional risk assessments for disaster management taking
into account climate change adaptation

In Scotland we use the UK’s National Risk Assessment (classified as
SECRET) and the National Risk Register (publically available) to
inform which risks we need to prepare for. The UK Cabinet Office
coordinate the process of compiling these documents. We feed into
this process along with UK Government Departments and other
Devolved Administrations.

Category 1 responders have a statutory obligation to assess the risks
that might affect them and use these to prepare to respond should they
occur. In Scotland, we have recently published draft guidance on this
for our Regional Resilience Partnerships, the three multi-agency
partnerships set up across Scotland.

We take account of climate change within the wider context in which
we are working. When assessing emergencies that might affect us, we
look at what reasonably might occur within the next five years. We use
evidence and information from experts to advise us of these risks.
Their advice to us will take account of issues such as changing climate
in the likelihood and the relative impact of the scenarios they suggest.

3B, 3A

Mo2,

MO01, M16, M04

P4.1) Good Agricultural and Environmental Conditions (GAEC):
standards for good agricultural and environmental condition of land
referred to in Chapter | of Title VI of Regulation (EU) No 1306/2013
are established at national level

yes

Scottish GAEC from 1 January 2015
Water
GAEC 1 - Establishment of buffer strips along watercourses

1. You must not apply organic manure to any land which is situated
within -

. 10 metres of any surface water
. 50 metres of any well, borehole, etc
2. You must not locate field heaps within —
. 10 metres of any surface water
. 50 metres of any well, borehole, etc

3. You must not apply chemical fertiliser to any land in a way that
makes it likely the fertiliser will directly enter any surface water.

4. You must not apply nitrogen fertiliser to land if there is significant
risk of nitrogen entering surface water, taking into account

. the slope of the land, particularly if greater than 12 degrees
. any ground cover

. proximity to any surface water

. weather conditions

. the type of fertiliser being applied.

5. You must not cultivate or apply pesticides to land within 2 metres of
the top of the bank of a surface water (pesticides can be applied to
control scheduled weeds).

P4

M16,
M08,

MO04

M10, M15, M11,
M02, M13, M01,

111




GAEC 2 - Abstraction of Water for Irrigation

You must comply with the authorisation procedures for abstracting
water for irrigation. The procedures differ depending on the quantity of
water involved:

1. If you abstract < 10 m3 of water each day you have to follow
General Binding Rule 2 (GBR 2). Complying with GBR 2 means there
is no requirement to contact the Scottish Environmental Protection
Agency (SEPA) to register or apply for a licence.

GBR 2 rules:

« You must be able to demonstrate that the abstraction is always less
than 10m3 in any one day (e.g. by measuring the rate of abstraction) or
a means of demonstrating that the maximum volume that could be
abstracted cannot exceed 10m3 in any one day.

» Water leakage must be kept to a minimum by ensuring that all
pipework, storage tanks and other equipment associated with the
abstraction and the use of the water are maintained in a state of good
repair.

2. If you abstract >10 and <50m3 of water each day you have to be
registered with SEPA.

3. If you abstract >50 and <2000m3 of water each day you have to
hold a Simple Licence.

4. If you abstract >2000m3 of water each day you have to hold a
Complex Licence.

If you hold a licence it is important that you comply with all the
conditions of the licence.

If you are not registered or do not hold the relevant licence you need to
contact SEPA before you start abstracting water for irrigating crops.

GAEC 3 - Protection of Groundwater against pollution

You must —

« ensure that an authorisation is in place to allow or carry out a
disposal of List | and List Il substances, such as waste sheep dip and/or
pesticide washings to land.

*  You must comply with the conditions of any authorisation granted
to allow or carry out a disposal of list | and list Il substances, such as
waste sheep dip and/or pesticide washings to land.

* You must not carry out or permit an activity which is likely to

cause pollution of groundwater by an indirect or direct discharge of
List 1 or List Il substances from any non-disposal activity.

Soil and carbon stock
GAEC 4 — Minimum soil cover

After harvest until the end of winter you must either retain the stubble
of the previous crop or sow grass or sow another crop, unless —

« agronomic or weather conditions are such that cultivating land
would be detrimental to the use for the land for agricultural
production.

« the land is being prepared for sowing the subsequent crop.

Secondary cultivations and final seed beds must only be created very
close to sowing.

GAEC 5 - Minimum land management reflecting site specific
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conditions to limit erosion

You must prevent the erosion of the banks of water courses, watering
points and feeding areas from overgrazing or heavy poaching by
livestock.

In the case of late harvested crops where agronomic or weather
conditions prevent the subsequent crop or a cover from being sown
you must put in place (or have put in place) appropriate measures to
limit soil erosion.

GAEC 6 — Maintenance of soil organic matter level through
appropriate practices, including a ban on burning arable stubble except
for plant health reasons.

After harvest you must not burn arable stubble except for plant health
reasons.

You must comply with the requirements of the Muirburn code.

You must not plough rough grazing or semi natural land unless
approved under EIA

Landscape, minimum level of maintenance
GAEC 7 — Retention of landscape features

You must not remove or destroy the following landscape features
without prior written consent:

* hedges

* dykes

« ditches

¢ watercourses

* ponds

« trees inline, isolated or in groups (exemption for trees that are dead,
diseased, damaged or insecurely rooted and are likely to cause a
danger by falling over)

+ scheduled ancient monuments

You must not cut/trim/lay hedges or lop branches off trees during the
bird nesting and rearing season starting 1 March and ending 31 August
(exemption for road safety reasons).

You must not cultivate or apply fertilisers or pesticides to land within
2 metres of the centre line of a hedgerow (pesticides can be applied to
control scheduled weeds).

P4.2) Minimum requirements for fertilisers and plant protection
products: minimum requirements for fertilisers and plant protection
products referred to in Article 28 of Chapter | of Title 111 of
Regulation (EU) No 1305/2013 are defined at national level

yes

Minimum Requirement for Pesticides

. The Plant Protection Products Regulations 2011 (SI 2011 No
2131) and the Plant Protection Products (Sustainable Use) Regulations
2012 (SI 2012 No 1657).

. Under UK legislation the Integrated Pest Management general
principles are considered as voluntary, however for the purposes of the

P4

MO04, M10, M15, M02,
M13, M01, M08, M11,
M16
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SRDP baseline, and payments to farmers for undertaking actions, there
are 2 mandatory elements. Record keeping of pesticide use (general
principle 8) is a regulatory requirement, and monitoring of pests
(general principle 2) is part of the SRDP baseline. Therefore we do not
fund either record keeping or monitoring of pests in relation to IPM or
pesticides use generally under Measure 10. Prevention and/or
suppression of harmful organisms is to be achieved or supported and
pest species managed in accordance with the principles of Integrated
Pest Management and the pesticide regulation and directive.

In the SRDP, for measures where the minimum requirements for
pesticides is part of the baseline the farmer will need to implement the
monitoring of pests.

In the UK professional pesticide users must:

> have a recognised certificate, including from 26 November 2015,
those operating under grandfather rights;

> take reasonable precautions to protect human health or the
environment;

> confine pesticide application to the target area;

> ensure the amount used and frequency of application are as low as
reasonably practicable in specific areas;

> give preference to products which protect water supplies;

> adhere to rules under a new aerial spraying permit system;

> take reasonable precautions in relation to storage, handling and
disposal of pesticide products to protect human health or the
environment;

> ensure pesticides are stored in areas that are constructed in a way as
to prevent unwanted releases;

> by 26 November 2016 and at regular intervals owners of pesticide
application equipment in use (except knapsack and handheld sprayers)
must ensure it is inspected to certain timetables (the UK has designated
a competent body to implement and administer the inspection scheme
as required by the Directive);

> after 26 November 2015, anyone purchasing a pesticide for
professional use must ensure the product will be used by someone who
holds an appropriate training certificate or who will be working under
the direct supervision of someone who holds one;

114




The UK also has a National Action Plan for the Sustainable Use of
Pesticides (Plant Protection Products) as required by the Directive.
There are further obligations in the UK Regulations on those who
Store and Sell Pesticides.

Record Keeping

Record keeping of pesticide treatments has been a legal requirement
in Scottish law since 2006 for those who produce food and animal
feed under The Food Hygiene (Scotland) Regulations 2006 and The
Feed (Hygiene and Enforcement) (Scotland) Regulations 2005.

EC Regulation No 1107/2009, directly applicable in MS, requires
professional users of pesticides to keep records for at least 3 years.

Producers, suppliers, distributors, importers and exporters of pesticides
must keep records for at least 5 years.

The Plant Protection Products Regulations 2011, which apply to
Scotland, England and Wales, include a provision for the enforcement
of record keeping by identifying who is responsible for complying
with the requirements and prohibitions in Regulation 1107/2009.

The type of record keeping referred to in relation to IPM goes beyond
this as its uses this information along with information on chemical
monitoring to check the success of the applied plant protection
practices.

P4.3) Other relevant national standards: relevant mandatory national
standards are defined for the purpose of Article 28 of Chapter | of
Title 111 of Regulation (EU) No 1305/2013

yes

Domestic legislation (relevant for the baseline)

Control of Pollution (Silage, Slurry and Agricultural Fuel Oil)
(Scotland) Regulations 2001

Require persons with custody or control of a crop being made into
silage, of livestock slurry or of certain fuel oil to carry out works and
take precautions and other steps for preventing pollution of inland or
coastal waters.

The Water Environment (Controlled Activities) (Scotland) Regulations
2011, as amended

The Diffuse Pollution General Binding Rules (GBRs) within
Controlled Activity Regulations (CAR) based on widely accepted
standards of good practice. These rules are aimed at controlling rural
activities which pose a potential risk to the water environment. Such
activities include the storage and application of fertilisers, storage and
application of pesticides, keeping of livestock and cultivation of land.

The Water (Prevention of Pollution) (Code of Practice) (Scotland)
Order 2005

Enacts the Code of Good Practice for the Prevention of Environmental
Pollution from Agricultural Activity(PEPFAA)Code. The PEPFAA
code includes chapters covering topics such as diffuse agricultural
pollution, soil protection, slurry management, sheep dips, pesticides
and waste management. Each chapter states the minimum regulatory
standards and then goes onto describe relevant good practice which
land managers are encouraged to adopt.

M15, M08, M02, M11,
M16, M10, M13, MO1,
M04
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The Plant Protection Products (Sustainable Use) Regulations 2012

Enacts Directive 2009/128/EC on the Sustainable Use of Pesticides.
These regulations are aimed at achieving the sustainable use of
pesticides by reducing potential risks and impacts on human health and
the environment. Key requirements of regulations include compulsory
testing of application equipment, provision of training and certification
of operators and advisors and controls on aerial spraying.

Action Programme for Nitrate VVulnerable Zones

Farmers operating in Nitrate VVulnerable Zones (NVZs) must follow
rules set out in the Action Programme for Nitrate Vulnerable Zones
(Scotland) Regulations 2008 and amending 2013 Regulations. The
rules aim to reduce the risk of nitrate pollution to ground waters. Key
requirements of the NVZ regulations include record keeping, adhering
to N application limits and observing closed periods when no N
applications can be made.

The Environmental Impact Assessment (Agriculture) (Scotland)
Regulations 2006

Prevents the agricultural improvement of semi-natural habitats without
an environmental impact assessment and the associated consent.
Therefore farmers must not plough or fertiliser semi-natural habitats
such as rough grazings, moorland or species rich grassland without
consent from the relevant agricultural and environmental authority.

P5.1) Energy efficiency: actions have been carried out to promote
cost effective improvements of energy end use efficiency and cost
effective investment in energy efficiency when constructing or
renovating buildings.

yes

Scotland has transposed the requirements of 2010/31/EU into
respective regulatory regimes.

Broadly, The Scottish Government published Conserve and Save
Energy Efficiency Action Plan in October 2010 — includes ambitious
headline target to reduce final energy end-use consumption by 12% by
2020.

Regarding Article 3 (Adoption of a methodology for calculating the
energy performance of buildings), Scotland, like the rest of the UK,
apply a National Calculation Methodology for assessment of the
energy performance of buildings — SAP for dwellings and SBEM for
non-dwellings.

For Article 4 (Setting of minimum energy performance requirements),
Scotland, like the rest of the UK, apply minimum standards for energy
efficiency of buildings at the time construction takes place (new-build
or alteration, extension, conversion or replacement/repair),
implemented via the Building (Scotland) Regulations 2004, as
amended, with comprehensive information on the building standard
system available at www.scotland.gov.uk/bsd - energy performance is
addressed under section 6 (energy).

For Article 5 (Calculation of cost-optimal levels of minimum energy
performance requirements), under Article 5(2), the UK as a member
state has submitted its report on cost optimal performance to the
Commission — published online at:
http://ec.europa.eu/energy/efficiency/buildings/implementatio