
 

 

Cabinet Secretary for Finance, Economy and Fair Work 

Derek Mackay MSP 

St Andrew’s House 

Regent Road 

Edinburgh  

EH1 3DG 

 

 

September 2018 

 

Dear Mr Mackay 

 

Thank you for your time at our meeting of 27 June. It was very useful to have an in-

depth discussion with you and your team about the political and financial challenges 

which will face the industry that NFU Scotland (NFUS) represents – politically and 

financially – in the coming months. 

 

I am writing to you ahead of your annual statement to the Scottish Parliament on the 

Scottish Government’s spending plans for the coming year. I greatly appreciate the 

time and attention which you have afforded my organisation during your time in post 

and I trust that NFUS can work closely with you up to and beyond the date of EU exit 

on the vast range of issues impacting our sector – including but not limited to the 

challenge presented by Brexit.  

 

Since the outcome of the referendum NFUS has consistently argued for free and 

frictionless trade with the EU. With continued Single Market and Customs Union 

membership seemingly not palatable options for the UK Government, in the time left 

available to find agreement with the EU on the future relationship NFUS is 

increasingly concerned about the real threat of the ‘no deal’ alternative.  



Whilst the Chequers negotiating position does not satisfy all of the ‘red lines’ for our 

sector – most notably, on immigration and labour requirements – the position does 

propose a free trade area for agri-food which is absolutely vital for our sector. NFUS 

also strongly supports the carrying over of a ‘common rulebook’ on regulation which 

would maintain the UK’s high standards on food policy, therefore not allowing UK 

producers to be undercut by cheaper produce from abroad. 

 

NFUS wishes to work with Scottish Government to ensure that Scotland’s farmers 

and crofters get the best possible deal from EU exit in the time left available – 

avoiding a ‘no deal’ outcome at all costs. It is the view of NFUS that if the right deal 

can be struck with the EU on the future relationship, there lies great opportunity on 

which to build a new agricultural policy in Scotland that will drive the industry to 

become more competitive, resilient and profitable – forming the essential first link of 

a dynamic and fair supply chain while also providing essential public benefits. 

 

Under NFUS’ proposals1 for a new agricultural policy in Scotland, funding would be 

rebased and targeted solely at those who are active. Three components of ‘Financial 

Stability’, ‘Productivity Measures’ and ‘Environmental Measures’ would work together 

to enable productivity gains, building more resilience, and delivering more 

environmental benefit.  

 

Clearly, how the new Scottish agricultural policy is funded is as important as how the 

policies are implemented, and I hope to set out the key priorities of my organisation 

on this important issue within the body of this letter.  

 

In the following paragraphs I will set out a range of measures which NFUS would 

wish you to consider ahead of your Budget Statement which I hope you might 

consider favourably. I will copy these recommendations to the Scottish Parliament’s 

Rural Economy and Connectivity Committee as part of their scrutiny of the Draft 

Budget. 

 

                                            
1 
https://www.nfus.org.uk/userfiles/images/Policy/Brexit/STEPS%20FOR%20CHANGE%20March%202
018%20-%20for%20email.pdf  

https://www.nfus.org.uk/userfiles/images/Policy/Brexit/STEPS%20FOR%20CHANGE%20March%202018%20-%20for%20email.pdf
https://www.nfus.org.uk/userfiles/images/Policy/Brexit/STEPS%20FOR%20CHANGE%20March%202018%20-%20for%20email.pdf


As ever, my team and I would be very pleased to meet with you at any point in order 

to discuss the issues outlined in this representation further.  

Yours sincerely 

 

 

 

 

Andrew McCornick 

President, NFU Scotland  

 

cc. Cabinet Secretary for Rural Economy  

Scottish Parliament Rural Economy and Connectivity Committee 

  



ANNEX 

Post-Brexit agricultural budgets 

1. As a sector which arguably holds some of the biggest stakes in the Brexit 

negotiations, our recent discussions on ‘Brexit readiness’ were of great value. As 

we discussed at our meeting in June, it would boost the confidence of many 

NFUS members if it were to be known that the Rural Economy portfolio is funded 

and resourced internally to a level appropriate to the vast range of challenges 

and demands that EU exit will present. I would appreciate any update which you 

could provide on the spending priorities of the Scottish Government in terms of 

internal resources in this area. 

2. In June we also discussed the issue of budgets for agricultural support, both 

during the Brexit transition period and beyond. Whilst it is welcome that the UK 

Government is maintaining the Conservative Party Manifesto commitment to 

deliver “the same cash total in funds for farm support until the end of the 

parliament”, it remains unclear exactly which agricultural support schemes will 

be encompassed within this definition. In particular, the UK Government has not 

given any assurances on the status of multi-annual Pillar 2 schemes such as the 

Agri-Environment Climate Scheme, the Less Favoured Area Support Scheme, 

the Food Processing, Marketing and Co-operation (FPMC) Scheme and advisory 

support via the Farm Advisory Service in the period between the end of March 

2019, the expiry of the transition period at the end of 2020, and the end of the 

parliament in 2022.  

3. It also remains a key priority of NFUS to work with Scottish Government in 

seeking resolution to the long-running issue of the UK Government’s CAP 

convergence dividend. NFUS continues to make the case strongly to HM 

Treasury and the Department for Environment, Food and Rural Affairs (Defra) 

for a proper, independent review of how funding is allocated; most importantly to 

establish a baseline for agricultural spending post-Brexit as we leave the CAP 

and transition to new domestic policy arrangements. NFUS remains convinced 

that this issue can be swiftly and effectively resolved by undertaking the promised 

review based on non-historic allocations and objective analysis and considers 

that this is a clear opportunity for the UK Government to show an unreserved 

commitment to Scottish agriculture. NFUS welcomes the continued support of 

the Scottish Government in this regard.  



4. Looking beyond our departure from the EU, the NFUS position is that HM 

Treasury should finance the new agricultural policy on a UK-wide funding 

framework, but with the devolved administrations given the policy tools and 

levers to ensure the agricultural policy works for all four parts of the UK. It is vital 

that Scotland is allowed the flexibility to develop tools to appropriately support 

sectors of the Scottish agricultural sector that are quite unique to other parts of 

the UK – use of coupled support schemes, and flexibility to support less favoured 

areas, are some examples. NFUS is pleased that the Scottish Government 

shares its view on this vital issue and it is a position which NFUS will advocate 

strongly with Westminster representatives as the UK Government’s Agriculture 

Bill passes through the UK Parliament later this year.  

5. Whilst NFUS understands that governments cannot make commitments beyond 

their lifetime, without confidence about the future of farm payments beyond 2022, 

Scottish farm and croft businesses have no clear steer on how they should 

prepare beyond this time – particularly if, in the wake of a ‘no deal’ Brexit, trade 

flows are significantly disrupted. NFUS would support the Scottish Government 

in any push for clarity from HM Treasury on the means by which agricultural 

spend in the interim period 2019-22, and post-2022, will be delivered from HM 

Treasury to the Scottish Government.  

6. To allow for a stable transition to a new operating framework and agricultural 

policies, the quantum of funding supporting Scottish agriculture must be at least 

maintained after 2022. To NFUS, it is equally vital that whatever budget is 

committed to fund the new Scottish agricultural policy is ringfenced so that 

agricultural support which is invested directly in to Scottish agricultural business 

cannot be top-sliced for other spending priorities. NFUS is anxious to receive 

assurances from you on the issue of ringfencing.  

Less Favoured Area Support Scheme (LFASS) 

7. The LFASS provides a vital injection of funding for hill farmers and crofters and 

without the annual £65 million of life-line support to the most vulnerable areas 

of Scotland, many hill farms and crofts would be unsustainable which could 

lead to much wider ramifications - including the potential for land abandonment, 

and damage to rural communities. NFUS welcomes that Scottish Government 

recognises the unique importance of LFASS to Scottish farmers and crofters.  

 



8. Under current CAP rules, EU Member States have the option from 2019 of 

either continuing to operate LFASS on a reducing financial scale or replacing 

LFASS with an Area of Natural Constraint (ANC) scheme. It is expected that 

these rules will apply until the end of 2020. However, significant analysis of the 

impact of an ANC approach would result in re-designation and change to which 

areas of Scotland would and would not be eligible for support, as well as 

complications such as ‘degressivity’. Such a change would result in significant 

redistribution of the funding, potentially impacting on the viability of some 

individual businesses. Finally, there would be a significant impact on delivery, 

with new IT systems and processes needing to be designed for a scheme that 

would run for potentially only one year before the relevant EU regulations no 

longer apply.  

9. In an update on LFASS in June 2018, the Cabinet Secretary for Rural Economy 

said: “Unfortunately, I am unable to provide further certainty beyond 2019 as, 

despite repeated requests, the UK Government has still not given clear 

assurances on post-Brexit guarantees. While I continue to press them to do so, 

I hope this announcement will provide stability of funding and support for our 

farmers and crofters2.” 

10. Any cut to LFASS payments in either 2019 or 2020 is wholly unacceptable to 

NFUS, and the worst case scenario is moving to the ANC option which would 

bring with it a serious redistribution of funds if they are not targeted correctly. 

As an immediate priority, NFUS is working closely with the Cabinet Secretary 

for Rural Economy and officials to examine various options which could be 

introduced to mitigate against any unacceptable cut to this lifeline 

payment. Options being considered include: a derogation for a further year from 

moving to ANC; a direct top-up of Basic Payment Scheme (BPS) and Greening 

payments; and/or enhanced payment rates under voluntary coupled support 

measures - namely the Scottish Suckler Beef Support Scheme (SSBSS) and 

the Scottish Upland Sheep Support Scheme (SUSSS) under Pillar 1. 

11. NFUS appreciates that the outcome of these discussions could result in a 

consequential for your spending priorities. NFUS urges you to look favourably 

on the LFASS in light of its socio-economic importance to a significant number 

of Scotland’s agricultural businesses – many of which are located on Scotland’s 

                                            
2 https://news.gov.scot/news/lfass-update-1  

https://news.gov.scot/news/lfass-update-1


most challenged landscapes, which are also amongst our most iconic, and are 

the cornerstone of local rural economies. 

 

Support for the next generation 

12. It is clear that the current political situation is resulting in a lack of confidence 

and certainty for many existing agricultural businesses. NFUS is keen to ensure 

that there is encouragement and support in place to ensure that new entrants 

and fledgling farmers and crofters can be successful. The scaled-up 

membership and activity of the NFUS Next Generation Working Group in the 

last 12 months is testament to the enthusiasm of many young people to get a 

start in the industry, and it is important that they are supported by governments 

both now and in the longer term after Brexit. The Chairman of the Next 

Generation Working Group has recently written to the Cabinet Secretary for 

Rural Economy in this regard.  

13. In the here and now, it is clear that both the Young Farmers Start-up and New 

Entrants Start-up Grants have undoubtedly been extremely popular since they 

were launched in 2014 and whilst they have injected millions of pounds into the 

Scottish rural economy, and indeed helped many new and young farmers get 

their foot on the ladder, demand has far outweighed supply and this indicates 

the importance and need for further funding to these programmes. The demand 

for this funding was not unanticipated, and it is the view of NFUS that the 

allocation of funds to these grant programmes is undeniably necessary. NFUS 

encourages you to reconsider budget allocation within the Scottish Rural 

Development Programme for 2019 to ensure the continuity of these schemes. 

14. NFUS also wishes to express serious disappointment and concern at the recent 

announcement regarding the closure of the New Entrant’s Capital Grant Scheme 

(NECGS).  

15. It is the understanding of NFUS that the NECGS was supposed to be both open 

and funded until 2020 and the unexpected closure has caused great disruption 

to many fledgling farm businesses. In particular, the short notice of the scheme’s 

closure caused real anxiety amongst many new entrants; many of which had 

already incurred significant costs in the process of putting together applications. 

To secure the future of Scottish agriculture investment is needed where farmers 

can plan ahead with payment dates known to ease cashflow issues. NFUS has 

heard evidence from some members that they have restructured business plans 

to accommodate for the late warning. 



 

16. It is a priority of NFUS that we do not allow fledgling farming businesses who will 

play a vital role in the future success of Scottish agriculture to slip through the 

cracks and in the Year of Young People, it would be a great positive if your 

spending plans for 2019 could inject some confidence back in to this important 

sector by re-committing funding to these schemes.  

Other Scottish Rural Development Programme (SRDP) schemes 

17. NFUS also calls for Scottish Government to ensure that the Budget protects the 

Processing and Marketing Grants Co-operation Scheme. This scheme is 

extremely valuable in investing in Scotland’s processing capacity – a vital tool if 

we are to meet the Scottish Government’s ambition to double the size of the food 

and drink industry. 

Business rates  

18. The removal of the exemption for business rates for renewable energy was a 

shock to farmers who had invested heavily in these technologies. Since 

application of rates, deployment of on farm renewables has dramatically 

decreased. This has significantly reduced the contribution which Scottish 

agriculture can make towards Scottish Government’s renewables targets. NFUS 

would welcome any measure which would offer relief for on farm renewable 

energy projects. 

Sporting rates 

19. In addition to business rates, farmers have recently been faced with the 

application of sporting rates. These rates, which are based on the hypothetical 

sporting value of all land (even where no sporting activity takes place) has meant 

that all farmers are faced with this burden.  



20. In discussions with Scottish Government, NFUS understood that the intention 

was the Small Business Bonus Scheme (SBBS) was intended to give relief to 

most land. Whilst this has assisted some businesses, it has directly penalised 

those who have previously diversified as it has put them over the threshold for 

this relief. NFUS also understands that the SBBS is due to be reviewed, as per 

the recommendation made in the Barclay Review report.  

21. If the Small Business Bonus Scheme is to be reviewed, NFUS would urge 

Scottish Government to ensure that this is at least retained, and if it is to be 

revised that there is provision to ensure that more farm businesses are exempt 

from the application of sporting rates. 

Landfill tax 

22. Flytipping is an issue which has always impacted rural areas however NFUS 

members have reported increased incidences of flytipping since the introduction 

of the Landfill Tax. It is understood that individuals choose to flytip rubbish on 

farm land in order to avoid paying this levy. For farmers, particularly those on 

urban fringes, the issues caused by this can be acute in terms of damage to the 

land and the financial impact of the land holder then having to take responsibility 

for clearing the rubbish. 

23. Via its work with the Scottish Partnership Against Rural Crime (SPARC), NFUS 

is aware of an increase in scams where farmers are approached to store (illegal) 

waste in empty farm buildings. NFUS understands that has links to serious 

organised criminals, who pay farmers to ‘store’ waste that they have taken on to 

avoid paying the Landfill Tax. Farmers then find themselves left with this waste 

material and facing the potential of hefty sanctions. NFUS would welcome any 

relief or action that would assist farmers in dealing with fly tipping on a local and 

also industrial scale. 

Council Tax liability on empty residential properties on farms 

24. NFUS members have reported concern over council tax liability for empty 

properties on farms which is causing a significant annual financial burden on farm 

businesses. The only mechanism possible to provide relief from council tax 

liability is to have the property removed from the valuation roll, which is only 

possible if it is fully derelict.  



25. NFUS understands that Scottish Government wishes to see as many rural 

properties as possible being occupied, and this policy is a driver for this goal. 

However, the reality is that many rural properties on farms require significant 

investment to meet the required repairing standards and energy efficiency. For 

this reason, a lack of funds can be a significant barrier, and farmers are forced 

to pay council tax for no return as an alternative.  

26. It would be positive if it were possible for farmers who have property that they 

are unable to let to be able to claim council tax exemptions on these properties. 

Digital infrastructure 

27. There is an increasing reliance on digital infrastructure in Scotland. Appreciating 

that digital connectivity and delivery are policies which fall between the stools of 

the UK and Scottish governments, NFUS would wish to see more joint work to 

invest in digital and mobile infrastructure in a manner which prioritises rural and 

peripheral areas first and foremost. 

Skills development 

28. NFUS considers it vital that Scottish agriculture, with partners, invests in 

education as demands to increase productivity and competitiveness in the food 

and farming sector increase. Not least due to our impending exit from the EU, it 

is hugely important that Scottish agriculture ‘upskills’ and continues to attract 

new entrants who will be Scotland’s next generation of farmers and crofters. 

NFUS considers that agriculture and food production are key ‘STEM’ skills and 

should be recognised as such in terms of government education priorities from 

school to further and higher education. NFUS met with the Cabinet Secretary 

for Education and Skills to discuss this topic in March 2018. 

29. There is a significant amount of collaborative work underway between NFUS, 

education providers, education and training bodies and Skills Development 

Scotland to develop secure pathways in education and skills from school, 

apprenticeships and further and higher education that will support young people 

to pursue a career in the agricultural industry. Collaboration will be key, as will 

the acknowledgement that this very important sector has the funds required to 

invest in food and agriculture education and training. 



30. NFUS as representatives of the food and farming sector recognises the very 

substantial need to invest in education and skills and urges the Scottish 

Government to support the sector and the education providers through the 

Scottish Funding Council and Skills Development Scotland in acknowledgment 

of the many challenges in the wider rural sector, and the need for specific funding 

to support the innovation which will deliver food, jobs and a sustainable 

environment. 

Investment in Scottish research capacity 

31. Scotland boasts world-leading research capacity; an invaluable asset in 

pioneering new agricultural innovations and tackling plant and animal disease. In 

the face of Brexit, it is vital that we retain and nurture this capacity to allow 

knowledge transfer that will enable Scottish farm businesses to address 

productivity and efficiency issues.  

32. NFUS asks Scottish Government to maintain funding for RESAS to allow its 

continued contribution to valued agricultural research. 

Species management  

33. NFUS would also welcome any consideration to increase budgets for SNH and 

SEPA to implement schemes for species management. Scottish farmers and 

land managers are increasingly aware to the growing impacts caused by 

species including geese, sea eagles, and beavers. It is vital that they are 

supported by government agencies to adaptively manage these species whilst 

keeping costs under control.  

34. Beaver management is a significant issue for NFUS which we have strongly 

engaged in with SNH and other parties to ensure there is a fit-for-purpose 

management regime to minimise the impacts on farming, and the funding to 

deliver it on a long-term basis, if Scottish Government is to proceed with its 

stated aim of granting beavers European Protected Species (EPS) status. 

NFUS views this issue as important because the beaver population is 

expanding and so the species will begin to have an impact on more and more 

of our members over time and it is important that we have a management 

regime that works.  



35. NFUS has recently written to the Cabinet Secretary for Environment, Climate 

Change and Land Reform asking to discuss the intricacies of this complex 

issue prior to the passage of EPS status through parliament. NFUS wishes to 

highlight this issue to you in the context of this letter due to the NFUS view that 

any management regime, such as construction of flood prevention or beaver 

dams, will come at considerable cost. For NFUS, it is important that this is 

considered as Scottish Government determines its spending priorities for the 

coming year.  

 


