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Foreword
In Scotland today we stand at a crossroads in terms of rural policy. There are a number of
decisions and debates that are coming together to make this a pivotal moment that will
shape rural areas for decades to come. The overarching debate that has been gaining
momentum in recent years has been around the need to reform agricultural policy so that it
more clearly delivers in the public interest. This has tended to be a debate that takes place
in relatively specialised policy circles, but the decision to leave the EU in the referendum last
June has put it firmly in the spotlight.
Then there is the proposed second independence referendum which changes the nature
of the debate again and adds another layer of complexity as rural stakeholders turn their
attention to what the future might look like. Whatever happens—whether we leave the EU,
become a completely independent country or become an independent country within
the EU—there is a need for a much more strategic vision and public debate about where
Scottish rural policy should be heading in the future. This debate cannot wait until we have
clarity on Brexit negotiations or independence; we need to start thinking about the future of
rural policy now. This document offers an initial contribution from Scottish Land & Estates to
that debate.
We believe that defending the status quo is not an option. It seems clear to us that rural and
agricultural support policy need to change. Working collectively at the EU level, landowners
have long advocated reform of the CAP towards a greater focus on environmental
management and rural development and Scottish Land & Estates wants to continue to
make that case for reform.
However, we are also very aware of the potential for making decisions that could have
painful consequences for rural businesses and so we believe that we need a measured
transition to our desired end point, not drastic change. It will be vital to remember when we
talk about changing policy frameworks relating to farming and rural businesses that we are
talking about people’s jobs, livelihoods and communities. This is not an academic exercise;
jobs, homes and communities are at stake.
In the context of these challenges and opportunities and the range of policy choices that
lie before us there is going to be a wide ranging debate about the future of rural policy. That
debate could turn into a battle for the future of the countryside. But if we are to deal with
the challenges and make the most of the opportunities we need a constructive, forwardthinking, objective and intelligent debate where all the different interests come together to
work in the best interests of Scotland as a whole.
This document is our first step in that constructive debate and as we collectively discuss
the best way forward, Scottish Land & Estates will strive to make a positive and pragmatic
contribution in what will be the most important decision making process to affect rural
Scotland for decades to come.

David Johnstone
Chairman
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Where do we want to be in 2030?
Our Vision
Profitable land-based businesses contributing to resilient rural economies whilst protecting and enhancing
the environment.

Integrated land use policy
Scottish Land & Estates would like to see an integrated
approach to land use that aims to get the most out of the
land to the benefit of all. For too long land management has
been undertaken through a sectoral approach that sees
farmers, foresters, gamekeepers and conservationists
operating separately. Our policy frameworks should help
break down the silos rather than re-inforce them.
Enhancing profitability
Scottish Land & Estates believes that enhancing the
profitability of land-based businesses has to be a top
priority. At the moment there are many businesses that
have low profitability, with a significant proportion being
unprofitable, and there is too great a dependency on public
financial support. Scottish land-based businesses therefore
need to adapt. They need to innovate, co-operate, diversify
and adopt best practice to increase their resilience, and be
supported by government in that process of change.
Working together
Scottish Land & Estates believes that by 2030 our approach
to regulation should be one where regulators work closely
and constructively with land managers in a positive way.
There needs to be enhanced cooperation between
land managers to reduce costs and achieve greater
market power. Scottish Land & Estates also believes that
researchers and land managers will have to work even more
closely together if we are to achieve our aspirations for land
management and for our rural industries.
Supporting land management
Scottish Land & Estates believes that there will be an
ongoing need to support farming and wider rural land use
but that continuing with the current approach to direct farm
support is not sustainable. There will be a need for some
level of direct support to farming to provide a safety net and
there will be a need to focus support on the most vulnerable
farming areas, but there should be greater emphasis in
supporting the farming industry to enhance its profitability.
In the longer term there should be greater emphasis on
farming and land management delivering public goods.
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Delivering in the public interest
Scottish Land & Estates believes that any future support
regime should put greater emphasis on delivering public
goods. Support to land management is justified because it
underpins productive land-based businesses that are the
bedrock of the rural economy and rural communities, but
in the context of restricted public budgets it is reasonable
that those businesses demonstrate how they deliver in the
public interest in order to justify ongoing support.
A flexible and dynamic land-based sector
Scottish Land & Estates wants to see a flexible and dynamic
land-based sector. That may mean accepting that some
things have to change, but it will also mean attracting and
nurturing new talent and embracing the full range of routes
into the land-based industries.
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An integrated land use policy
Scottish Land & Estates would like to see an integrated approach to land use that aims to get the most out of the
land to the benefit of all. For too long land management has been undertaken through a sectoral approach that
sees farmers, foresters, gamekeepers and conservationists operating separately. Our policy frameworks should
help break down the silos rather than re-inforce them.

New opportunities
The Common Agricultural Policy (CAP) has a long
history. It has gone from boosting agricultural production
and securing farmer incomes through price support
mechanisms, to providing direct support to farmers and it
has gone from a clear agricultural focus towards a greater
focus on rural development. It has been an enduring and in
some respects very successful policy that has supported
farm production and the farming industry for decades.
Yet the CAP is also far from perfect. It is still predominantly
an agricultural policy, albeit with environmental and rural
development goals included. While it has proved to be a
policy that continually changes and the direction of travel
in recent years has been to attempt to find a better balance

between production and the environment, the nature of the
decision making process makes that change very slow.
If we do leave the EU we will leave that decision making
framework and while there will no doubt be challenges
associated with that move, not least financial, it could
provide an opportunity to think again about land use and
about all the things Scotland’s countryside and rural areas
can deliver. We can think again in an unconstrained and
much more strategic way than we have done for a very long
time, and on the basis of that new thinking design policies
and financial mechanisms specifically to achieve our
desired objectives. Even if our future involves remaining in
the EU, it will still be important for Scotland to decide on its
land use policy priorities.

UPLANDS
Many upland farmers whose families have been
farming in the uplands for generations rely on support
to help ensure the continued viability of their business,
so creating a valued landscape and many
eco-system services.

ENERGY
Crops and forestry
play an important role in
helping to produce
renewable energy.

FLOOD
PREVENTION
Allowing land to ﬂood or
storing water upstream can
help prevent ﬂooding further
down the catchment.

TOURISM AND
RECREATION
Access to the countryside has
clear health, social, economic
and educational beneﬁts

LANDSCAPE

Construction and
maintenance of traditiona
features, valued by many
are funded by the current
agreement schemes.

WATER
Helps ensure water
courses are being kept
clean and healthy in
the countryside.

FOOD

UK farmers provide the
cornerstone of the UK’s
food supply.
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An integrated land use policy
Scottish Land & Estates would like to see an integrated
approach to land use. Our members are frequently involved
in diverse activities and they seek to manage their land
holdings in an integrated way where different activities
complement each other. Integrated land management is at
the heart of what our members do.
Yet many of our members find themselves receiving
contradictory signals from government policy and are
desperate for more coherent, joined up and rational
policymaking. Scottish Land & Estates are therefore keen
that if we are to leave the EU we make the most of the
opportunity to usher in a new era of coherent land use
policymaking.

has the potential to provide a mechanism that enables a
more coherent approach to getting the most out of the land,
but this does not appear to be central to the government’s
approach to land use.
What seems clear is that if it is managed in an integrated
way, the land can deliver more in the way of outcomes to
society. It can be used to produce food, timber and energy,
but it can also help mitigate flooding or climate change and
protect biodiversity. An integrated approach will help to get
the most out of the land to the benefit of all.

Government policy tends to drive land use because of
the financial frameworks that surround the policy, but
that policy is frequently designed in different silos where
farming, forestry, energy and rural development policy, for
example, are developed separately. Although moves in this
direction will not be easy, the Scottish Land Use Strategy

CARBON
The countryside is a vital carbon
store in the attempts to mitigate
climate change.

SOILS
Farmers have the tools to
manage soil in the most
sustainable way.

FORESTRY AND
WOODLAND
Managed woodlands add value
to the landscape and biodiversity
and provide a source of fuel
and building materials .

BIODIVERSITY
Farming and forestry help
provide natural habitats
for wildlife including vital
pollinators such as bees .

Figure 1: Integrated land management can deliver a wide
range of positive outcomes.
Illustration by fluiddesignstudio.com
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Enhancing profitability and resilience
Scottish Land & Estates believes that enhancing the profitability of land-based businesses has to be a top
priority. At the moment there are many businesses that have low profitability with a significant proportion being
unprofitable and there is too great a dependency on public financial support. Scottish land-based businesses
therefore need to adapt. They need to innovate, co-operate, diversify and adopt best practice, and be supported
by government in that process of change.

Where are we now?
Scotland is a diverse country. It has some highly productive
land and a great deal of less productive land. Scottish
agriculture is equally diverse. There are businesses that are
highly profitable and others that, without financial support,
simply are not. Scottish Government figures relating to
farming suggest that in 2014-15, while 4.6% of businesses
had a Farm Business Income over £100,000, the average
was £23,000. These figures also show that 58% had a Farm
Business Income of less than £20,000 and that 22% of
farms had an income of less than zero. Additionally, while
the average was £23,000, once grants and subsidies are
accounted for, it was a loss of £17,000, emphasising the
dependence of many farm businesses on public financial
support (figure 2).
Similarly, work by Scotland’s Rural College (SRUC) shows
that across all sectors there are a proportion of farms
that are economically non-viable. SRUC found that in the
LFA Cattle sector there is consistently 10-15% of farm
businesses that are non-viable with a further 10-15% that

are viable in the short run but non-viable in the long-run.
Between 5-30% of LFA sheep farms are non-viable in the
short and long term each year.
Focusing on beef, which accounts for the largest proportion
of Scottish agricultural output, SRUC used Quality Meat
Scotland (QMS) beef enterprise figures for 2003 – 2015
and found that all beef rearing systems have needed to
cross-subsidise their enterprise from direct farm support
or other sources, even when prices were rising. As figure 3
illustrates, the net margin per animal in most beef rearing
systems is negative. Some businesses will be losing money
on every animal and need to rely on subsidy to remain in
business.
There can, however, be a significant difference in the
performance of the bottom and top third of individual farm
businesses. This suggests that there is scope for some
farmers to innovate and make technical improvements that
could improve their profitability and reduce their reliance on
public financial support.
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Figure 2 Average FBI of Scottish farms
(Source: Scottish Government)
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Figure 3: Net profitability of Scottish beef
enterprises (Source: SRUC)
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Moving forward
Scottish Land & Estates believes that enhancing the
profitability of land-based businesses has to be a top
priority. Public financial support is increasingly hard to
justify in the context of other parts of the economy being
subject to severe budget pressures and it is reasonable
to expect the support budget to decline in the long-term.
Businesses therefore need to become more profitable and
less dependent on public subsidy.
While each individual business should ideally be aiming
at enhancing their own profitability, the government can
play a constructive role in helping farm businesses. The
government already does this to an extent through rural
development funding, but as we move forward there is
arguably a need for a greater focus in this area.
• Innovation – The Scottish Government needs to continue
to support research that underpins innovation in farming
and forestry and to promote the uptake of innovative
techniques or systems. Support for capital investment on
land holdings that might be required to innovate should be
continued provided it represents value for money.
• Knowledge Exchange – Given the range of performance in
the different farming sectors it should be possible to share
knowledge and experience so that the systems operated
by the top performers are replicated more widely.
• Advice – High quality advice has to be key to helping
farmers improve profitability.
• Marketing – Scotland is never going to compete in global
commodities markets; our future surely lies in a focus on
quality and provenance. This requires high standards and
coordinated marketing to secure market share.
• Cooperation – Farmers and land managers frequently
operate in isolation and therefore lack power in the market
place. Farmers could enhance profitability through greater
cooperation. Groups of farmers in an area could work more
closely to share and reduce costs or they could come
together to achieve greater power in the supply chain.
• Diversification – Farmers
2003and wider land managers
control a valuable asset in the land, which could be used
in multiple ways to release an income. Diversification is
an old narrative but one that is still relevant today. The
government may need to help with skills and training, and
with investment in infrastructure, to enhance the ability of
land managers to diversify.

•F
 ostering enhanced dynamism in the workforce – Many
people keep farming well past retirement age because
they love it, but also perhaps because there are financial
advantages to doing so. The current support for new
entrants needs to continue and a stronger culture of
succession planning needs to be developed.
The importance of trade
Although Scottish Land & Estates believes that enhancing
the profitability of land-based businesses has to be a top
priority, to realise that ambition our farmers need certainty
about our trading relationships and the markets they are
producing for. As we move towards a new era of trade
relationships there are great opportunities but also great
vulnerabilities.
For some sectors, it will be extremely important that tarifffree trade with the European Union is maintained. The sheep
sector, for example, is heavily dependent on trade with the
EU (figure 4). If our farmers do not have tariff free access
to the European market, the impact on sheep farming,
especially in remote areas, could be devastating. Equally,
in the beef sector, there are concerns about opening
our markets to cheaper imports, produced to different
standards.
It will be vitally important that the government negotiates
trade deals that reflect the needs of Scottish farmers
and that agriculture is not seen as something that can be
bargained away in a wider trade deal that protects other
sectors.
Sheep meat
Oilseed
Potatoes

6%
96%
23%
91%
72%
58%
74%

Cereals

82%
86%

Beef

93%
95%

Poultry

77%
98%

Dairy

72%
100%

Pig meat

70%

Imports from EU as % of total imports
Exports to EU as % of total exports

Figure 4: UK agricultural trade with the EU
(Source: Comtrade / AHDB)
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Working together
Scottish Land & Estates believes that by 2030 our approach to regulation should be one where regulators work
closely and constructively with land managers in a positive way. There needs to be enhanced cooperation
between land managers to reduce costs and achieve greater market power. Scottish Land & Estates also believes
that researchers and land managers will have to work even more closely together if we are to achieve our
aspirations for land management and for our rural industries.

Regulation that works for all
Regulation is necessary. As a society we establish laws
and regulations so that individuals do not harm the wider
public interest, for example through polluting water
courses. Yet while, as a society, we need regulation, from
the land manager’s perspective it can feel like a sometimes
excessive burden given that almost everything they do has
some form of regulation associated with it.
While our members respect the need for regulation, they
feel that at the moment there are times when the system
of rules that they have to operate within is too complex, for

example with respect to the rules associated with direct
farm support or woodland creation, and that sometimes the
regulations are so inflexible that they get in the way of doing
good things. It is important to find the right balance between
protecting the public interest and allowing individuals to run
businesses and manage the land.
Short-term certainty
Brexit will create the opportunity to look again at our regulatory
framework, but land managers do need certainty about what
the rules are. Scottish Land & Estates therefore welcomes the
UK government’s stated intention to introduce a Bill to remove

RENEWABLE ENERGY

WATER

AIR QUALITY

EU rules have set targets and shaped the
emergence of renewable energy generation
as a signiﬁcant feature of our electricity and
heat supplies. However, it is UK policy that
has had the most impact on the speciﬁc
market dynamics in the UK and this will
continue after UK exit from the EU.

EU laws govern the way we manage water ensuring it is safe,
pollution is controlled and providing a framework for ﬂood
management. The UK has delivered big improvements in these
areas but there are opportunities to do things better.

EU rules set targets for the quality of the
people breathe and regulate emissions
vehicles, agriculture and production acr
the countryside. These rules are vit
important. UK should explore opportunit
to drive standards upwards.

Example: Nitrates
As the UK exits the EU, consideration can be given to a new and
better approach to tackling pollution, particularly from nitrates.
Governments can look at removing disproportionate burdens on
farmers while improving water quality for all.

FOOD CHAIN
EU rules have driven standards in
traceability, product safety and consumer
information. The UK has led Europe in its
standards and should continue to do so.
Given the importance of food trade with the
EU the continuation of common rules and
standards are highly likely and desirable.

NATURE CONSERVATION
PLANT PROTECTION
Farmers need tools to protect crops from pests and disease.
The products involved have to be closely controlled and
risks fully assessed. However, the EU authorisation process
has become overly politicised and the UK Government can
have a clearer more balanced policy.
Example: Glyphosate and triazoles
Glyphosate is desperately needed by farmers and gardeners
across the country who are battling with the damage
caused by rye and black grass. The threat of a prohibition
looms as a result of the chaotic EU licensing process. The
UK can do this better.
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EU laws underpin the protection of birds and other wildlife. These
are vital legal protections, but sometimes they make little sense at
a regional or local level. We should be able to make changes to
improve our ability to meet conservation objectives as laid down
in international law, without imposing unnecessary burdens on
land managers.
Example: Newts
Rules on the relocation of certain species can impose
major delays and costs to new developments. An
example is the impact of protection rules on newts.
Though rare in some parts of Europe, many species
are abundant in the UK. A new approach could ensure
conservation rules are properly targeted at preserving
species that are rare in the UK.

COMMON AGRICULTURAL PO

One of the greatest opportunities to im
develop a policy that is more responsiv
domestic farming and environmental o
rules are developed will be the key to su

Example: ‘Three crop rule’
The ill-conceived ‘three crop rule’ req
three crops on their land, even though
environmental beneﬁts and can have a
on the farmer’s business.

the European Communities Act 1972 from the statute book
and convert the body of existing EU law into domestic law.
Towards an enabling approach to regulation
In the longer-term a change of approach is required. Some
movement is being made in this direction already and that is
welcome, but Scottish Land & Estates would like to see a shift
from regulators being enforcers to regulators adopting a much
more enabling attitude. When regulators simply wield a big
stick relations with those regulated—the land managers—
tend to be poor and communication about the rules, wider
goals and issues of implementation tend to be hampered.
When regulators take a more enabling approach—as SEPA
did recently with its approach to tacking diffuse pollution
through identified Priority Catchments—the relationships
between farmers and SEPA improved and outcomes improved
considerably as a result. There was still a regulatory backstop
that the regulator could use if required, but more was achieved
as a result of constructively engaging with land managers than
simply threatening with regulatory penalties.

WASTE

e air
s for
ross
tally
ties

EU rules seek to control and limit the
amount of waste produced across the
economy. Targets to reduce waste sent
to landﬁll, and increase recycling, remain
a major challenge. The UK exit from the
EU will present opportunities to improve
these regulations.

OLICY

BUILDINGS

mprove on the EU CAP is to
ve to the unique needs of our
objectives. The way compliance
uccess.

EU laws set standards for construction and maintenance of residential
and commercial property. One size ﬁts all rules impose signiﬁcant
burdens on rural homes, agricultural and commercial buildings.

quires most farmers to plant
h doing so brings very limited
signiﬁcant detrimental impact

Example: Energy performance
Energy performance rules are complex and ﬂawed.
They actively discourage the right types of investment in
making older rural buildings warmer and more energy efﬁcient.
Exiting the EU creates opportunity for a better system.

Enhanced co-operation between land managers
Our land managers face a range of business and
environmental challenges and as we have already
highlighted, the first major challenge is one of profitability.
Many businesses struggle and so need to do things
differently if they are to stay in business as the support
regime changes in the years to come. One way that our
land-based businesses might be able to change is through
enhanced co-operation. Land managers could co-operate
more to find ways to reduce costs, for example in sharing
equipment, or to secure greater power in the supply chain.
Farmers and land managers are predominantly price
takers with little ability to negotiate and suffer from a small
number of very large and powerful buyers dictating terms.
Co-operation could therefore enhance profitability by
potentially reducing costs and increasing income.
Farmers and land managers are also likely to be asked by
society to deliver more from their land management such as
an enhanced delivery of environmental public goods. One
way of doing this more effectively is through cooperation
between land managers at a landscape scale. If land
managers work more closely together the environmental
outcome is likely to be better than if they all act individually.
Cooperation will help farmers and land managers deliver what
the public want to see and so justify ongoing public support.
Cooperation is also needed between different types of land
manager. In recent decades Scotland has been afflicted by a
divide between farming and forestry that potentially gets in the
way of an efficient use of land. There are attempts to address
this divide with hill farmers being encouraged by industry
leaders to plant trees. Scottish Land & Estates would like to
see much greater cooperation and a blurring of old disciplinary
lines so that we can use land rationally and efficiently.
Research and Innovation
Scotland benefits from a strong land and rural research
base. Our research institutes perform an important role
in underpinning policy and practical land management. In
future this role will only become more important. We will
need researchers and land managers to be working even
more closely together if we are to achieve our aspirations
for land management and for our rural industries.
Government funded research will need to be aligned with
the needs of the industry and our targets for industry
development and land managers will have to be open to
adopting new technologies and management practices.

Figure 5: If we do leave the EU, Brexit may provide some
opportunities to look again at regulation in the longer-term
(Source: CLA/SLE New Opportunities Paper).
Illustration by fluiddesignstudio.com
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Supporting land management
Scottish Land & Estates believes that there will be an ongoing need to support farming and wider rural land use
but that continuing with the current approach to direct farm support is not sustainable. There will be a need
for some level of direct support to farming to provide a safety net and there will be a need to focus support on
the most vulnerable farming areas, but there should be greater emphasis in supporting the farming industry to
enhance its profitability. In the longer term there should be greater emphasis on farming and land management
delivering public goods.

Rural areas need public investment
Large amounts of public money currently flow into rural
areas. As a society we choose to direct some public
money in this way because we can see that rural areas
face particular geographical challenges and that without
investment we could see rural depopulation and decline.
In particular, we choose to support farming and forestry
because it is in the national interest to maintain viable
farming and forestry industries and because these
industries play an important role in our rural economies and
communities. This situation is not going to change. The
geographical challenges remain and we still have an interest
in maintaining viable farming and forestry industries. As
such, rural areas will continue to need investment.
Time for a change
This is not, however, to suggest that we should just continue
with the status quo. While rural areas may continue to need
investment, that investment can be delivered in different
ways. Government can target financial support and deliver
it in ways that address specific challenges and the recipient
industries need to demonstrably justify ongoing support
so that society as a whole understands what that public
investment delivers.
At present, farm support payments account for the lion’s
share of public financial support to land management in
rural areas. This support is vital to many businesses. It
is, however, far from perfect. It can be difficult to justify
when other areas of public expenditure are suffering
such major budgetary pressures and there are questions
around whether the current level of expenditure on farming
provides value for money, around what it actually delivers
and how the funding is distributed. Nevertheless, Scottish
Land & Estates believes that there will be a need for some
level of ongoing direct support to farming to provide a
safety net and that, if there is to be a move away from
direct support, that change should be gradual rather than
abrupt. Many businesses do need to change, but given the
dependence of many on direct payments, radical change
could be very disruptive to the farming industry.
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If the emphasis is to change there are some critical issues
that any future support regime will need to address. We
have already highlighted the first by emphasising the need
to boost profitability. Scottish Land & Estates believes that,
given the need to enhance profitability, government support
to farming and land management should be focused
more on helping the industry change. Funding should be
available to support the adoption of innovative approaches,
marketing, diversification, advice, knowledge exchange and
facilitation and to help facilitate exit from the industry for
those that want to leave.
There will also be a need to support farming and land
management in those areas where there is a risk of land
abandonment. There are some areas where farming will
always struggle to be profitable, but where that farming
activity performs several important functions. In addition
to providing a living and producing food it provides habitats
for wildlife and water and landscape management. It also
has an important social and community impact in terms
of keeping people in remote rural areas. If support were
removed and land abandoned we would be likely to witness
negative social and environmental trends. It will, therefore,
be important to consider continuing to support farming and
wider land management at higher than safety net levels in
order to ensure the continuation of the land management
and the associated contribution to the local environment,
economy and community.
At the same time, while we believe that there will be a need
for ongoing future direct support and for additional support
to disadvantaged areas, Scottish Land & Estates does
believe that rural funding needs to change so that it more
clearly delivers tangible benefits in return for the large
amounts of public money invested in rural areas. As such,
the support regime should move in the direction of putting
greater emphasis on paying land managers for the delivery
of public goods.

Potential delivery mechanisms
Quite what a future support regime might look like will be
the focus of intense forthcoming debate. Although there
are no long-term guarantees about future levels of financial
support, if it is assumed that there will be some funding
available to support land management, the subsequent
question revolves around how that funding will be allocated.
At present, the majority of the budget is delivered to farmers
as direct payments (basic payments and greening – Pillar
1) with a smaller amount of funding available through the
rural development programme (for less favoured areas,
agri-environment schemes and forestry amongst other
schemes – Pillar 2). However we need not necessarily be
constrained to the existing structure; collectively we could
design a new approach.

The forest industry needs certainty and commitment
from government

One way forward might be to move away from Pillars
altogether and adopt a tiered approach that would see a low
level of direct support supplemented by additional support
to prevent land abandonment (where needed) and support
for uptake of additional voluntary measures such as to
enhance the environment. Another approach might be to
maintain direct support at something akin to current levels
but to change the rationale for support so that it is primarily
oriented towards the delivery of public goods. There are
a range of options and Scottish Land & Estates intends to
explore these over the coming months.
The importance of transition
While the support structures will no doubt change a great
deal over time, Scottish Land & Estates advocates a
transition rather than abrupt change. If rural businesses
went over a financial support cliff edge the impact would
be severe. The consequences of radical change would be
that many businesses would simply fold and that could have
significant consequences for rural communities. A more
constructive way forward would be to clearly signal the
direction of travel and provide support to businesses to help
them change. Transition will also be important because it
will take time to create the appropriate funding mechanisms
that would deliver a new rural support regime.

The forest and timber industry needs a continuity and
consistency of support because fluctuations can be
difficult to accommodate in the nursery and processing
sectors and in the timber market. Consequently
the industry needs stability. Unfortunately, while
the Forestry Commission did its best to bridge the
bureaucratic gaps, this stability has been lacking
in recent years as the industry has had to adapt to
forestry support being handled through the EU’s rural
development programmes. The prospect of another
potentially damaging hiatus in forestry support
is worrying. EU funding will stop and although the
UK government has committed to honour funding
commitments made before we leave the EU, and the
Scottish Government has been very positive about the
importance and future of forestry, there is no clarity
on future funding. Importantly, given that new planting
schemes can take 1-2 years to get approval, this means
that some guarantees will be needed from the Spring
of 2017 (assuming that Article 50 is triggered in March
2017 and that the UK leaves the EU in March 2019). If
this sort of guarantee is not forthcoming there could be
a reduction in planting applications as applicants await
some certainty about the availability of support for their
schemes.
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Delivering in the public interest
Scottish Land & Estates believes that any future support regime should put greater emphasis on delivering
public goods. Support to land management is justified because it underpins productive land-based businesses
that are the bedrock of the rural economy and rural communities, but in the context of restricted public budgets
it is reasonable that those businesses demonstrate how they deliver in the public interest in order to justify
ongoing support.

We have advocated that rural land-based businesses
need to be less reliant on public support and instead make
changes to enable them to become profitable in their own
right. This can only be achieved, however, with regard to the
things land produces for which there is an economic market.
Some of the things society wants to see delivered from the
land do not have a market, and they are collectively known
as public goods.
Some examples of public goods include – clean water
achieved through natural biological and geological
filtration processes, natural flood management achieved
by slowing the flow of water from the uplands into lowland
river systems, human physical and mental health benefits
from enjoyment of nature and landscapes, and the removal
of carbon dioxide from the atmosphere into trees and
soils where it is stored in a way that does not contribute to
climate change. Since public goods do not have a market
they have no market value, and consequently there is little
incentive for farmers and other land-based businesses to
invest in them.
How can public goods be funded?
There are essentially two broad ways in which farmers and
other landowners and managers can be supported to deliver
public goods. The first is through the public purse and the
second is by creating a private market for these goods.
The public purse
Through the Scotland Rural Development Programme
(SRDP) and predecessor agri-environment and rural
development schemes, farmers and foresters have
received payments for some time to support the delivery
of things other than food and timber production. Farmers
have also been required to ensure their land is kept in good
agricultural and environmental condition as a requirement
of receiving the money they get to support food production.
This is not therefore entirely new territory.
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There is, however, a big push to reform support to landbased businesses so that it is primarily oriented towards
the delivery of public goods. Scottish Land & Estates is
supportive of this move. We believe that there will be a need
for ongoing support to land-based businesses in order to
avoid a destructive change in policy, but we believe that if
we want to better defend future provision of public money
to rural industries then the support framework will have to
change so that land managers are more clearly delivering
outcomes that are demonstrably in the public interest. A
balance will have to be struck, but we support a move in the
direction of a greater focus on using public money to deliver
public goods.
This change raises questions about the level of incentive
farmers, foresters and other land managers need in order
to carry out work that is purely in the public interest. Up to
now such payments have been made on the basis of costs
incurred and income foregone, which has not in itself always
been enough to ensure high levels of uptake. The key will
be finding mechanisms that allow land managers to make
a return for producing the wider set of outcomes society
wants to see.
Another important aspect of ensuring farmers and land
managers deliver public benefits is ensuring that they have
the training, knowledge and support to carry out the activity
that is being asked of them.
Land managers do already deliver lots of these things but
they are unable to robustly evidence their contribution.
Therefore, there is a need for robust metrics that allow land
managers to understand and show how their management
is delivering in the public interest.

Land management, climate change and biodiversity

•A
 s highlighted in Scotland’s Climate Change Plan,
land use practice has a major role to play in the fight
against climate change. How we do agriculture and
forestry in particular is important to whether land
management is a net contributor to greenhouse gas
emissions or whether it can sequester some of the
emissions of other industries.
• Information, advice and support through programmes
such as Farming for a Better Climate are important to
achieving small changes that make a big difference.
•H
 ow land is used can also help adaptation to climate
change. For example, intact peatland, strategic tree
planting and flood plain management can help deal
with increased rainfall and flood events.
•F
 arming and forestry by their very nature, narrow
biodiversity to a few favoured, commercially-beneficial
species, but a balance can still be achieved that
means biodiversity is not irretrievably lost from these
environments.

Private markets for public goods
There is a burgeoning interest in ecosystem markets or
payment for ecosystem services (PES) and Scottish Land
& Estates is keen to see this develop. Although traditionally
ecosystem services have tended not to provide a financial
return to the land manager, recent developments are
creating revenue streams. The Woodland Carbon Code
provides a good example of a mechanism that allows a
business to make an annual payment that is equivalent to
the number of trees that need to be planted and managed
to sequester the amount of carbon that the business
emits in a year. That payment is made through a carbon
broker to the land manager who carries out the planting
and management. A similar scheme has recently been
developed for peatland restoration and management
through the Peatland Code. In this way land managers may
be encouraged to manage land to deliver more public goods
because they come to have a financial value.
Another classic example is where a water company might
reduce the cost of treating discoloured peaty water
downstream by instead paying land managers to change
land management and to restore peatland sites in the
upper part of their drinking water catchment. There are also
aspirations to find ways of paying upland land managers
to help mitigate flooding downstream, but there are real
challenges in terms of connecting service providers and
consumers.
The development of these types of approaches has the
potential to help the long-term delivery of public goods
from rural land without placing too heavy a burden on
public funding. Land managers are ready to take part if the
mechanisms can be found to pay for the management.
There is a key role for government in kick-starting such
initiatives.

•S
 ome plant and animal species thrive where they
co-exist with extensive livestock farming. As this
is Scotland’s predominant farming type, we are well
placed to deliver for nature as well as discerning
commodity markets.
Land managers can help mitigate climate change
and enhance biodiversity but they need the support
structures, including funding, advice, facilitation and
networking, to enable them to do so.
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A flexible and dynamic land-based sector
Scottish Land & Estates wants to see a flexible and dynamic land-based sector. That may mean accepting that
some things have to change, but it will also mean attracting and nurturing new talent and embracing the full range
of routes into the land-based industries.

Accepting change
At present, our land-based industries are structured in wellestablished ways. The different types of farming pursued
are driven significantly by geography and economics. The
structure of Scottish land-based industries is, however, also
determined to a significant degree by the support regime
within which those industries operate. In the context of high
levels of dependency on government support, any change
could lead to structural change in these industries.
It could be tempting, when faced with significant policy
change, such as that associated with leaving the EU,
to attempt to create a successor support regime that
maintained the status quo. However, Scottish Land &
Estates believes that we should not assume that the current
structure of our land-based industries is ideal. Collectively
we should be careful and move forward in such a way as to
avoid unnecessary damage to the land-based sector, but
we should be open to change and allow the land-based
industries to adapt.
Accepting change will not be easy, however, because
the structural changes that are likely to occur will be
unpalatable to many. If we want farms and other landbased businesses to be profitable and be less reliant on the
public purse, then the rational approach is to allow them
to change and this could well mean they become bigger.
This actually means allowing some businesses to fold so
that others can thrive and that is a painful process involving
people going out of business, families leaving farms and
potentially fewer people in the countryside. In the context
of widespread support for small-scale family farming, this
could be understood negatively. We therefore face difficult
choices. It would be reasonable to make a political decision
to preserve greater diversity in terms of the size and shape
of rural land-based businesses, but we should be clear that
this will mean continuing to support unprofitable enterprises
in order to achieve social objectives.

Figure 6: Farm types by agricultural parish, 2015
(Source: Scottish Government)

Similarly, a change in the support regime may make farming
unviable in some places and the land use may change as
a result. If there is a growth in forestry then the result will
be landscape change and we would again stress that we
should be open to change.

Figure 7: Distribution of woodland in Scotland
(Source: Forestry Commission)
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There have been several initiatives to attempt to create
pathways into the industry, for example, through the
Forestry Commission starter farms, but the best way to
attract new talent is not to seek to defend the status quo
and then create artificial routes into an industry that does
not promise great returns, it is to allow change so that
the land-based industries become more profitable and
therefore become more attractive. There wouldn’t be a
new entrants issue if our land-based industries were more
attractive and dynamic.
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Attracting and nurturing talent
New Entrants are vital to the future of our land-based
industries. They drive innovation, best practice and improve
efficiencies contributing towards the productivity and
profitability of these industries. However, with regard to
farming in particular, data collected on the structure of the
industry suggests that the average age of Scottish farmers
continues to increase. Data from the Scottish Government
shows that in 2015 over half of working occupiers (57 per
cent or 14,700) were 55 years old or older and only 11 per
cent (2,800) were under 41 years old.
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Figure 8: Agricultural tenancies
(Source: Scottish Government)

A range of routes in to our land-based industries
With regard to agriculture, the tenanted sector has
traditionally been seen as the route in. It allows aspiring
farmers access to land without having to buy it. The let
sector also provides established farmers with valuable
flexibility to access additional land on a short-term basis.
As such, the let sector represents a valuable aspect of
Scottish agriculture. Unfortunately there have been ongoing
declines in let land as successive governments have sought
to bolster tenant rights (at the expense of landlord rights)
in such a way that landlord confidence to let has been
undermined. From the land owners’ perspective, the recent
legislation does nothing to boost landlord confidence to let
and there are concerns that the current tenancy structure
will not allow flexibility when the sector needs it most.
Consequently, Scottish Land & Estates expects that there
will be a much stronger focus in future on alternative
business arrangements such as through contract farming
and share farming. These routes into the industry should
not be viewed as somehow subverting the let sector;
they should be embraced because they provide valuable
flexibility and can bring committed partners together in joint
ventures that enhance profitability.
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