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Common Agricultural Policy and the Scottish Rural Development Programme

Nourish Scotland submission

Introduction

1. Nourish is concerned about healthier food and a better environment.  We need a thriving and diverse farm and local food economy to drive this.  CAP is the major method to deliver the social goods of farming, by paying producers to deliver all the things that society needs, but that the market fails to price in:  rural jobs; local services; carbon reduction; a healthy population, and the safeguarding of our natural resources and natural heritage. 

2. Nourish supports the use of CAP funds - both Pillar 1 and 2 to deliver these benefits.  Farmers who produce REAL, measurable benefits should be rewarded with funds.  Farmers who do not, should not receive the funds - even if they have been used to getting them for many years.

3. The CAP negotiations this round have been driven by three aims.  To deliver:

· A vibrant rural economy - that's rural jobs and farm retail; apprentices and new entrants to the farming industry
· A low carbon farming impact - to reduce the 20% of GHG emissions that come from food, and to pay farmers to store carbon in soils and trees
· Community benefits from CAP - that's healthy food; help for non-farm rural businesses, and support for traditional forms of land management.

4. Nourish encourages the Scottish Government to use our CAP funds in a way that ensures every farm is measured and rewarded for the jobs, carbon sequestration and healthy food it helps deliver.  With this aim in mind, our support or otherwise for the proposed measures are as follows:

KEY ISSUES: DIRECT PAYMENTS (Pillar 1)

The move from a historic basis for payments to an area-based system

5. Direct payments in Scotland currently relate to the production-linked subsidies farmers received in the year 2000.  Not only are we still rewarding historic overstocking but because subsidies could be bought, sold and transferred onto less expensive land, millions of pounds are paid every year to people who are no longer farming or who have never farmed.

6. The new CAP requires all Member States to move towards an area-based system by 2020.  England has already done this.  The question for Scotland is how quickly we do this.

7. Nourish argues that this should be done as soon as possible because an area-based system is fairer.  Farmers who have been getting more subsidy than average because of historic payments have had several years notice of the change. However, we recognize that some farm businesses are highly dependent on a subsidy which may form a large percentage of the farm’s income (in many cases over 100% of net income) so some transitional arrangements may be required. In the interests of fairness to new entrants to the industry, we urge that any transition period should be as short as possible. 

Payment rates for an area-based system

8. Most of Scotland’s land is rough grazing, and a system which simply paid a set amount per hectare would move huge amounts of money onto land which produces relatively little (and in some cases result in increased payments to large landowners who are very comfortable already).

9. The Scottish Government proposes payment rates of around €20-25 per hectare for rough grazing and €200-250 per hectare for arable land and permanent pasture.  This still moves some money ‘up the hill’ and will ‘over-compensate’ large landowners unless reductions for large holdings are introduced.

10. It is hard to predict the impact of these changes in the pattern of support. Direct payments are a very blunt instrument and will require to be balanced by placing an overall cap on Pillar 1 payments and making mandatory redistributive payments, as described later in this briefing. This would ensure the delivery of more jobs, more social benefits, and the creation of financial incentives to bring more producers into the industry.

11. Nourish supports the proposal to use two payment ‘regions’ for the Basic Payment provided that other measures are put in place to reduce transfers to larger landowners. Whatever model adopted the overall effect of these reforms must be to support smaller farms and active farmers and to create an overall cap on the level of payments received by any one business.

12. Nourish agrees that:

· The value of future Basic Payments should be calculated based on the value of the SFP entitlements held by farmers in 2014; 

· The minimum threshold should remain at 3 hectares; 

· There should be minimum activity requirements in the interests of ending slipper farming; and

· There should be a siphon on sales of entitlements without land and that the Scottish Government should use the windfall provision in cases where the termination or ending of a lease leads to a windfall gain for the farmer concerned. 



Capping (or degressivity)

13. While Scotland has - in EU terms - low CAP payment rates per hectare, its farms are also much larger than the European average.  It therefore has significant numbers of farms receiving more than €150,000 per year in subsidy.

14. The consultation estimates that the minimum EU requirement of a 5% cap above €150,000 will generate an extra €1m per year for Pillar 2 (implying that a 100% cap at €150,000 would yield €20m per year).  The consultation adds that a total cap at €500,000 (!) would yield €5-10m for Pillar 2.

15. We propose that the Scottish Government should go further than is currently proposed and that a total cap should be applied at €150,000.  We do not accept that any competitive farming business should be dependent on this scale of annual, no strings attached, public subsidy. The €20m or so which would be transferred to Pillar 2 closes some of the gap in SRDP funding created by a reduction in the transfer rate from Pillar 1 to Pillar 2.

Redistribution

16. The new CAP also provides for direct payments to be redistributed towards smaller farms, with a higher rate of subsidy applied to the first 50 hectares. This would clearly benefit small-medium producers up to around 100 hectares.  

17. Nourish Scotland’s view is that these smaller family farms can play an important part in the local economy and social fabric, and that this additional financial support may make the difference between keeping going and giving up.  Smaller farms may be more likely to become involved in selling direct and short supply chains.  Research suggests that smaller farms have higher biodiversity and higher productivity per acre and can create more jobs.

18. These smaller farms are also prime candidates for aspects of the rural development programme, and would benefit from greater co-operation and the proposed advice service.  

19. Nourish would therefore strongly support Redistributive Payments for smaller farms and a higher subsidy for farms less than 50 ha. We would support a model that allowed for more targeted redistribution still, with the highest payments (say two times the standard payment) for the first 10 ha of land farmed, standard payments for farms of 10-50 ha and lower (say half) the redistributive payments for farms bigger than 50ha plus.

20. We also agree with 

· the proposal to pay Young Farmer top ups on the first 54 ha using Option (1) (top up payments calculated at 25% of average entitlement value).

· The proposal not to implement a Small Farmer Scheme that would not be subject to cross-compliance or greening requirements; and

· The proposal to use the National Reserve to help existing new entrants from Day 1 and to be able to top slice payments to ensure there are adequate funds for the purpose. 

Greening scheme 

21. The new CAP provides a ‘basic payment’ of 70% and requires farms to undertake ‘greening’ measures to receive the balance of 30%.  The Government proposes the option of implementing a certification scheme designed to meet Scottish environmental priorities. Nourish Scotland supports the development of an ‘equivalent’ certification scheme in Scotland. Developing and implementing our own scheme using best scientific advice and supporting this through the advisory service makes it clear that this is about promoting best practice rather than ticking boxes. An equivalent certification scheme, by building in basic good practice in land management, also raises the bar for agri-environment and climate scheme projects under Pillar 2.

22. Nourish agrees that
· the Greening payment should be regionalised, with each region having its own Greening payment rate; 
· the Scottish Government should continue to monitor the area of permanent grass at national level
· agro-forestry should be potentially included within EFA measures; and that 
· groups of farmers should be able to implement EFA measures on a collective basis. 

Coupled payments

23. The number of cattle in Scotland continues to decline, despite a sharp improvement in farm-gate prices in the last few years.  WTO rules do not allow governments to use subsidies to increase production, but the hope is that these payments may stem the decline and maintain the viability of supply chains.

24. Nourish supports efforts to assist the grass-fed beef sector, but we believe the proposed subsidy is poorly targeted, providing a bonus to farmers who are doing well, while not necessarily improving the productivity of farmers who are not doing so well or persuading the farmers with a handful of cows to keep going.  There is a risk that paying this subsidy may simply continue to support inefficient production systems. Nourish does not support coupled payments and would prefer to spend this money under Pillar 2 where it can be used to convey wider benefits to society. 

25. However, should the Scottish Government go ahead with this payment, we agree that future VCS should be allocated to give 3 x the rate for the first 10 calves, 2 x the rate for calves 11-50 and 1 x rate for more than 50 calves. 

Less Favoured Areas/ANC Support Schemes
26. LFASS is currently in a transitional phase and member states have agreed to introduce a new area designation of Areas Facing Natural Constraint by 2018 at the latest. LFASS will be subject to review during this re-designation process. Nourish believes that support for farmers operating in constrained areas should be continued but that any new scheme should clearly specify and target the public and environmental benefits of this support. We would prefer to see this support delivered under Pillar 1 of the CAP in any future scheme. 

