FUTURE IMPLEMENTATION OF THE COMMON AGRICULTURAL POLICY IN SCOTLAND:  a consultation paper
CROFTERS COMMISSION RESPONSE

Question 1
In our response to CAP reform proposals in 2004, we raised concerns that decoupling aid to crofters and farmers would result in stock leaving the hills and uplands of the Highland and Islands.  Unfortunately, this has happened, and at a much greater rate that we predicted. (SAC Report – Farmers Retreat From The Hills). The negative effects of the changes in the support mechanism were intensified by both low financial returns from sales and rising commodity prices, and livestock margins have more or less collapsed.  
Calf and lamb production are the main agricultural activity undertaken by crofters and farmers in the Crofting Counties, and any decline adversely affects the stratified production system that exists in Scotland and is underpinned by livestock moving south from the Highlands and Islands.  
Decoupling support and basing it on historic values has in our view not worked, and it has lead to land abandonment in the more marginal and least competitive areas.  This must be addressed immediately if we are to halt the decline in numbers of both stock  and people in the remote parts of the crofting areas. 
Furthermore, the effect that declining stock numbers is having on the environment could be immeasurable in biodiversity terms. We risk the loss of grazing land, and with this the special character of local landscapes on which so much of the social and economic fabric of crofting communities depends. 
However, we are of the view that there is an opportunity to address the shortcomings of the current support schemes.  If applied correctly and with targeted distribution, support can help retain stock on our hills and glens in the less favoured areas. This would result in the retention of a motivated and skilled population to care for livestock, as well as preserving and enhancing environmental biodiversity.  

We strongly believe that SFP entitlement should not continue to be treated as a financial commodity that can be bought and sold on the open market, but must be tied to working the land to deliver public goods.  In its present form it does not do this.   We would therefore like to see support payments conditional on agricultural activity to avoid land abandonment and to provide real public benefit. 
Pillar 2 should be used “to put the icing on the cake” and support crofters and farmers in delivering additional public benefits from land-based development plans that will deliver the local requirements of rural communities.  This must not be competitive, and aid should be directed to ??? areas and crofting activities.  We need to retain a viable livestock sector in marginal areas and ??? consideration to apply Article 68 to link payments to the keeping of livestock to support the stratified livestock sector.
Question 2
To be effective the support must direct agricultural production and therefore be flexible for government to adjust so that it can properly guide crofters and farmers.  It cannot be paid simply on an historic basis linked to the occupation of land.  It must be connected to the delivery of national/international policy, whilst delivering real public goods along with proper care of the people and the protection of productive land and the environment.
On this basis the argument to have payments based on historic activity cannot be sustained.  Payments must be associated with current and future activity. National Governments need to provide meaningful leadership to the industry to meet demand for food and food security.  Flat rate payments do not offer this in themselves and should incorporate conditions that will help influence crofters’ and farmers’ activities.  It has been reported that stock numbers have fallen dramatically, 40%-60% in some parishes (SAC report), since the move away from production-linked support. The cost in environmental and biodiversity terms is yet to be established.  

It is therefore necessary to consider an early introduction of a revised system that is not competitive and is linked to the occupation and working of land that will encourage beneficial use and production to alleviate some of the issues raised above. 
Question 3

It is imperative that a holistic approach is introduced and all payments made must contribute to the positive public image of crofting and farming as a means of delivering public goods. 

It is appropriate to withdraw elements of cross compliance that are covered by other extant legislation.  Care must be taken that the proposals do not take away from the image that crofters and farmers are producing healthy food, and are good custodians of the environment encouraging biodiversity and protecting the landscape.  
Question 4

Set-aside is not an issue for crofting areas, where there is little land suitable for arable cropping.  
Question 5
Decoupling has done little to encourage crofting and farming to prosper in the Highland and Islands, where there are few alternatives to livestock production.  Poor returns augmented by subsidy changes mean that land managers no longer have to keep livestock to qualify for payments.  This is evident from the reported sharp falls in sheep and cattle numbers in the past couple of years, a trend that is still growing. 

In the absence of a suitable alternative system that encourages the keeping of livestock we are of the view that a move toward further decoupling should be undertaken only with extreme caution.  

Question 6

The Crofters Commission in partnership with other organisations delivered a New Entrant Scheme for crofters and without question the loss of the SFP was seen as a massive disincentive.  Not only did new entrants have to purchase the improvements to the croft, they had to purchase the entitlement to SFP. Outgoers are able to strip these entitlements from the land transferred and  sell them on the open market with no regard to the future of the land to which they were originally linked.  

??? be first time occupiers of farm land/business who provide appropriate plans for the development of the unit they occupy.  
Question 7 

Please refer to our response to Question 6. In addition, we would welcome the payment of entitlement support twice yearly.  The stratified structure of the livestock sector in Scotland results in the major part of the primary livestock producers’ income being realised in the autumn which, together with the move to a narrow envelope for the release of the bulk of any subsidy payment, can lead to cash-flow difficulties. We therefore would welcome a mechanism that helps spread income across the year. 
Question 8
It is our view that there are real opportunities to address many of the ills of the support system through the proper use of National Envelopes.   The national envelope provision for beef cattle is working but must be reviewed upwards to encourage crofters to keep cattle, with additional support for native breeds and small herds.
Low returns and recent significant increases in input costs have discouraged the keeping of livestock and  the National Envelope should support moves to reverse this trend by encouraging both the better use of home-produced feedstuff and the improvement of grazing swards to maintain livestock.  It is also important to factor in transport costs, which have been escalating because of the hike in fuel costs. 

We fully support the use of the National Envelope to provide strong financial incentives to maintain cattle and sheep in the hills and uplands.
Question 9

An increase in compulsory modulation is supported by the Crofters Commission. However, there must be a threshold below which there is no modulation penalty.  Crofts are by nature small and crofters must not be discouraged from keeping small herds and flocks.  The loss of support to these small producers, who collectively in crofting townships come together to graze common grazings, would impact heavily on the crofting system and could lead to a decline in environmental biodiversity

Question 10

As suggested in our response to Question 9, we do not support setting a minimum threshold under which no payment would be made. On the contrary, we would argue for a minimum payment for all smallholders. This approach is used by LFAS and we would welcome the introduction of a similar approach to all other support schemes.

Question 11

We welcome any simplification and harmonising of mechanisms for support schemes and encourage a general move in this direction.

 Q12 & Q13 have no real effect on crofting.
Other comments.

We believe that a review of government support to land managers should not be carried out in isolation and would urge that any review of CAP should include reference to SRDP and LFFAS.  This would enable the Scottish Government to achieve a better targeted support system that would be more likely to realise the Government’s vision of a Healthier, Wealthier, Safer, Smarter and Greener Scotland.
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Annexe
Please find attached in this Annexe a paper for your consideration that expresses the opinions of a minority of our Commissioners.
CAP Healthcheck

The decoupling of subsidies from livestock numbers has provided crofters with their first opportunity since the inception of the CAP to break out of the dead hand grip of state-controlled drudgery. Headage payments were ultimately unsustainable environmentally, economically, legally and socially. They bound crofters into retaining vast numbers of stock. Their hill sheep produced very little other than subsidy payments and acted to devalue all crofters produce. 
Crofters became tied into a spiralling need to keep more and more stock to maintain margins of income. The clamour is always for more financial support to give this margin, but it is clear that this is not a favoured solution of Government.

Crofters stock is quite rightly seen as being healthy, but the requirements by finishers for stock bred in the traditional stratified way is not there in the way it was. Commodity lamb and beef for the multiples requires more continental fast-growing breeds, which rely on bought-in rations. This is a system of production, which crofters feel obliged to try, but how many make viable, sustainable businesses out of it.

Far too little effort has been expended on examining whether greater value can be extracted from crofters’ produce.

The environment was severely compromised in some areas because of rising stock numbers, the immense reduction in cropping and self-sufficiency in feeding. Agri-env. Schemes saved the day for many communities, but now appear under threat from an SRDP, which relies on competitive entry and assessment devoid of any discretion towards the needs of crofting communities. 
The Crofting Counties may well not have the quality of soils of Lowland Scotland, but there are extensive areas of good land, which, if cultivated using Pillar 2 payments, would yield significantly greater biodiversity, landscape and fodder returns. Why must every image of crofting landscapes reveal abandoned, historically- worked land? Crofting must be recognised for its positives, not for its negatives.

Decoupling provided the opportunity for crofters to produce what they could efficiently and in a positive way for biodiversity.  Most crofters failed to grasp this because they were not encouraged to see the world as it now is.
The absence of any kind of value-adding infrastructure in the Crofting Counties is a huge obstacle to development. Former store stock producers need to be assisted to change towards a very diverse range of market interests. To do this in the absence of abattoirs etc, is virtually impossible. (To understand what happens when infrastructure is in place see Orkney, Caithness.)

For the Crofting Counties the appropriate follow-on from decoupling should have been the much heralded and expected rise in environmental payments to acknowledge the role crofters can play in providing public goods. Pillar 2 payments paid on a fair soils basis and non-competitive would provide the badly needed secure core funding for rural communities and business development. 
There is no need to advocate simplistic re-coupling of support to livestock. It is perfectly appropriate to construct Rural Priorities, which require agricultural activity including livestock (as in the Small Units Prescription). It would be very retrograde to lobby for the retention/return of sheep, which would have no more market than before.
Agriculture in the Crofting Counties, as I’ve said before, requires proper analysis to provide some sort of rationale for justifying support. Store lambs and calves are, I suspect, less viable now than they have ever been in history.  

Support for more sustainable agricultural activity in the crofting areas appears to be minimal among the policy makers and is generally invisible when bigger players are lobbying. 

A flat rate SFP may well be an aspiration, but will not be countenanced in the short term. What is critical is that no more support is allowed to leach out of the Crofting Counties.  This now appears a certainty through the SRDP. 

