





Figure 56 Change
<-50%

49.9% - -35% in full-time occupiers
-34.9% - 20% between 1999 and
-19.9% --10%
9.9% - -3% 2007
-2.9% -3%
3.1% - 10%
Data on the number of employees illustrate a long-term 1(2)51//25/
trend of decline. Table 4 highlights that the North Eastern
and South Western regions have experienced the greatest
declines in employee numbers. Further, the changes have
taken place at different rates over time. Overall, the period
of greatest (downward) change was between 2000 and
2004, the rate of decline slowing between 2004 and 2007
(following the previous period of rapid shift to part-time
working). The North Eastern region, however, does not
conform to this temporal pattern, exhibiting a sustained
decline in numbers over the decade. Change reported at Table 4 Change in
the regional level can mask extreme diversity at a lower full-time employees
geographical scale. Between 1999 and 2007, for example, the number of employees in the Borders fell by NUTS Il and
by 5 percent while in Perth & Kinross and Stirling the number fell by 21 percent®. NUTS Il regions.
Eastern Scotland 6660 5530 -17 -12
Highlands & Islands 2348 1961 -16 2 -10 -8
North Eastern Scotland 2783 2106 -24 -10 -12 -12
South Western Scotland 4848 3672 -24 -9 -14 -7
Aberdeen City, Aberdeenshire 2783 2106 -24 -10 -12 -12
& NE Moray
Angus & Dundee City 982 783 -20 1 -16 -3
Borders 1486 1413 -5 -10 -8 2
Caithness & Sutherland and 617 540 -12 -1 -4 -8
Ross & Cromarty
Clackmannanshire & Fife 1017 763 -25 -10 -16 -7
Dumfries & Galloway 2389 1809 -24 -12 -13 -7
E & North Ayrshire Mainland 701 534 -24 -7 -13 -8
E & W Dunbartonshire & 174 160 -8 -13 14 -10
Helensburgh & Lomond
East & Midlothian 920 813 -12 3 -6 -4
Falkirk 154 103 -33 -5 -22 -10
Inverclyde, East Renfrewshire 197 118 -40 -9 -20 -22
& Renfrewshire
Inverness & Nairn and Moray, 514 406 -21 4 -8 -13
Badenoch & Strathspey
Lochaber, Skye & Lochalsh and 690 614 -11 4 -12 -3
Argyll & the Islands
North Lanarkshire 179 157 -12 -5 -18 11
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Orkney Islands -3 -16 -9
Perth & Kinross and Stirling 1688 1338 -21 6 -13 -7
Shetland Islands 58 64 10 8 -9 8
South Ayrshire 546 401 -27 1 -19 -5
South Lanarkshire 649 481 -26 -8 -17 -10
West Lothian 257 180 -30 -2 -22 -19
Western Isles 112 83 -26 14 -25 -11
Scotland 16639 13269 -20 -5 -12 -7

Data on the numbers of employees is significant because the figures highlight the paradoxical nature of
the labour issue as it relates to the loss of livestock from the hills. On the one hand, adoption of low input
management systems and the reduction in flock/herd sizes removes the need to employ full-time staff.
Many farmers are seizing the opportunity to reduce costs by not employing staff and doing the work
themselves. As such, the employee count continues to fall. On the other hand, it is often claimed that it is
increasingly difficult to find skilled and experienced employees to work on livestock farms. Consequently,
where a farmer seeks to employ someone, the lack of available labour influences decisions about the
number of animals that they wish to keep. A declining number of employees would initially suggest that
there should be more labour available, but in reality, farm labour is being pulled away from the sector by
other, often more attractive, opportunities.
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Figure 57 highlights that the largest drop in total
employees has been experienced in the Stirling area.
Other areas most affected include Shetland, Orkney
and the Western Isles and Lochaber, Badenoch and
Strathspey and Argyll. Figures 58, 59 and 60 show
disaggregated figures for full-time, part-time and
casual workers. Again a complex picture emerges.
Some areas, such as around Inverness, which are
experiencing marked declines in full-time workers are
seeing increases in part-time workers. But other areas,
such as Argyll appear to be experiencing decline in all
categories. The strong increases in casual and seasonal
workers on the east coast is associated with lowland,
and especially fruit, businesses.

Figure 57 Change in
total employees on
farms between 1999
and 2007 (excluding
occupiers and spouses).
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Figure 58 Change in full-time employees
between 1999 and 2007

Loss of younger generation

Figure 59 Change in part-time employees
between 1999 and 2007

employees between 1999 and 2007

Both the trend towards part-time farming and the decline in the number of agricultural employees

potentially present difficulties for rural communities.

Where local employment and diversification

prospects are limited, often the aggregate effect is that young families become replaced with retired
communities, as young people seek employment elsewhere®. Findings from a series of recent studies

41
.
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and consultations®® highlight that a number of barriers (largely related to land availability and profitability)
are both driving young people away from the industry, and preventing entry to it. Figures from these
studies broadly concur in that as many as half of Scotland’s farms currently have no successor in place.
The livestock sector is particularly vulnerable to the vagaries of the succession decision with certain stages
in the succession process often acting as triggers for change. Farming systems are revisited and adjusted
to accommodate succession intentions, the latter being subject to a plethora of influences.

From the perspective of livestock farming, causality, in terms of which goes first, the livestock or the
people with the relevant skills to care and manage livestock, is unclear, but either way declining sheep
and cattle numbers require less skilled labour and there is a perception that core farming skills are in
danger of dying out. This point was evident in the recent industry consultation and survey on barriers
to new entrants to Scottish farming®. The exodus of a younger generation takes with it the chain of
opportunity (as epitomised through the traditional succession process) to pass on farming skills.

Changing communities

In addition to the potential loss of the younger generation, the social networking that has traditionally
surrounded particular events in the farming calendar (e.g. clipping), is in danger of being lost. Where
agriculture is a mainstay in many upland areas and has traditionally formed the basis of the economy and
community, it has also formed the basis of the local culture and identity. The networks (and an associated
common identity that arise through working together) are often vital to rural areas and communities
in a variety of ways®. A strong sense of community is sometimes linked to ways in which livestock are
farmed, a point highlighted in the recent Crofting Inquiry®. The erosion of these networks is likely to
be heightened through declining livestock numbers because of the reduced opportunities for social
interaction, for example through sheep gathering, clipping, and the marts.

It is acknowledged that communities are always subject to a degree of fluidity and change as they
respond to the many drivers affecting their form. The changing nature and composition of many rural
communities raises a number of issues and tensions between traditional farming interests and those
living in @ community but deriving their income elsewhere (professionals disconnected from where they
live). For farmers and crofters, maximising opportunities from new and additional sources of income is
important but these new activities can often bring them into conflict with others that view the countryside
differently.

Implications: infrastructure

Anecdotal evidence of a loss of dedicated shepherds and the potential difficulties in maintaining sufficient
active livestock farmers and crofters to sustain livestock in hill areas is but one facet of the situation.
Reduced agricultural activity could also have a knock-on effect in terms of the loss of related supply
chain infrastructure, such as cost-effective haulage and availability of, and potentially greater distance to,
marts and abattoirs. Market and regulatory pressures on the infrastructure have exacerbated an already
difficult operational environment for the businesses concerned*. Casualties of the current situation have
been Thurso Mart*' and more recently an Oban-based haulage firm that traditionally served the Inner
and Outer Hebrides*?. A loss of infrastructure places greater pressures on existing producers and their
viability, leading to more stock reductions, and in turn, further strain on the infrastructure (and so on).
This situation is commonly referred to as a spiral of decline.
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The consequences of a decline in livestock numbers in terms of the natural habitat, has been discussed
previously. Such change will ultimately impact upon the visual appearance of the landscape, though the
implications of this for other economic sectors such as tourism are unclear. There is a significant inter-
relationship between land use (agriculture, forestry and land-based sporting interests) and the landscape.
Imagery of Highland Scotland is frequently used in the portrayal of Scotland to potential overseas and
domestic visitors in an attempt to entice visitors to stay and spend. In a Tourism Attitudes Survey of
visitors to Scotland, scenery was most often cited as a highlight of the respondents' visit*. Local food
initiatives also form part of the tourism product, establishing local identity through the targeting of niche
markets and developing linkages between the sectors. However, isolating the contribution of a particular
land use (in this instance, livestock farming in the upland areas) to the attraction of an area for tourists,
the amenity value of a locality, and purposes of marketing (for example, local foods), is challenging.
There is very little empirical research available in this respect and precisely identifying what is valued
about a particular landscape is necessary before claims about the importance of different forms of land
use to the 'green infrastructure' can be made with any clarity*.
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NManaging the
Retreat from the
Hills — VWhere next”?

Tony Waterhouse, Alan Renwick and Andrew Midgley

Agriculture is vitally important in the upland and hill areas of Scotland. While the gross value added by
agriculture, forestry and fishing to the Scottish economy as a whole was 2% in 2004, in some areas the
gross value added to the local economy can reach 13%. As this report has described, agriculture — and
especially livestock farming, when it comes to the uplands — is connected in complex ways to many
aspects of rural life. Livestock farming provides employment, it supports the wider economy through
the connections with other businesses and it supports important national industries such as tourism by
providing the landscapes that people come to see. Change in the nature of farming in the uplands and
in remote rural areas could therefore have significant implications.

While it is important to recognise that livestock numbers have fluctuated in the past and that rural
areas have never fulfilled the image of an unchanging rural idyll, it is also important to examine current
changes and assess the degree to which they represent the emergence of new problems or present new
policy challenges.

This report has demonstrated that there are significant changes taking place in livestock farming. The
key points are:

e Sheep numbers have declined dramatically since 1999, most notably in the North West. Cattle
numbers have also declined, although not so dramatically and not in the same areas.

e Declines in livestock numbers appear to be part of a process of down-sizing rather than representing
many farmers leaving the industry.

e This down-sizing reflects the fact that most current hill production is financially uneconomic. Support
payments, primarily in the form of the Single Farm Payment and payments under LFASS, are keeping
people on the land.

e Rising stock prices, which should have improved the situation, have been negated by rising costs
and many farmers continue to face difficult decisions about the future viability of their businesses. In
practice, different businesses will be affected in different ways and the degree to which a farmer will
benefit from rising prices will depend on the detail of their operation. At a general level, the farmers
who farm better ground will be best placed to survive.

e Farming in hill areas is interconnected — as one farmer changes their management there are often
consequences for their neighbours (since much upland farming involves some form of collaboration).
Reductions in the number of animals on one farm can lead to a domino effect or spiral of decline.

e |f sheep continue to be removed from the hills, achieving the right management to maintain or
enhance the biodiversity of upland vegetation, in particular montane grasslands, will be a difficult
challenge (although deer grazing appears to compensate for livestock reduction to a degree). Having
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a range of different management systems, including some which have little or no grazing livestock
is perhaps the key to maximising biodiversity in the uplands.

e At a national level the number of full-time occupiers and spouses has gradually declined but the
Highlands and Islands have seen the greatest decline at the same time as witnessing the slowest
growth in part-time occupiers working 50 percent of their time or less.

e Spouses, in particular, are shifting to find employment off-farm.

e Caution in interpreting national trends is required as there is a great deal of spatial variation in how
these trends are being played out in different locations.

e Declining livestock numbers mean fewer opportunities for social networking i.e. events that reinforce
a common identity and contribute to a strong sense of community.

e Less livestock has a knock-on effect in terms of supply chain infrastructure (e.g. hauliers). A spiral of
decline is likely in some areas.

¢ Isolating the contribution of livestock farming to the visual landscape in terms of attraction to tourists
and amenity value is challenging but necessary if claims are to be made about the importance of
livestock to the 'green infrastructure'.

Key issues

Importance of agricultural support payments

The data presented on the economics of livestock farming in the hills demonstrates the importance of
the Single Farm Payment (SFP) and payments under the Less Favoured Area Support Scheme (LFASS)*.
Although it appears that the decline in livestock numbers has accelerated since the introduction of the
SFP (because payments have been decoupled from numbers of livestock), without these payments the
reductions would be very much greater, as many farmers would simply not be able to continue farming
without continued support. The costs of production currently exceed the receipts from sales and the SFP
and LFASS make up the shortfall. As such, these payments, and the rules that surround them, will play a
crucial role in influencing farmer behaviour in the future.

Good Agricultural and Environmental Condition

A key element of the recent reforms to agricultural support payments involved the decoupling of subsidies
from the level of production. Provided that a farmer meets the requirements of 'cross compliance' —
which involves keeping their land in Good Agricultural and Environmental Condition and complying
with a number of Statutory Management Requirements — they will receive support. For example, land
abandonment is not allowed under Cross Compliance — a farmer cannot abandon farming and still
receive support payments. Further, the GAEC measure most relevant to the current focus on declining
stock numbers is GAEC 10 on undergrazing. This measure states that in order to comply with GAEC a
farmer must 'avoid undergrazing at a level where the growth of scrub or coarse vegetation is detrimental
to the environmental or agricultural interest in the field#. There is, however, a significant degree of
ambiguity surrounding what this GAEC measure means in a hill farming context.

More specifically, the requirement is either to maintain GAEC or to ensure that the land should be able
to be used for standard agricultural purposes, in this case grazing for meat or fibre, within the next
growing season. Given the slow pace at which hill vegetation changes, on most hill grazings it will almost
always be the case that it is possible to graze the hill in the next season. Expansion of gorse, bracken
and woodland all pose long-term potential to make land unavailable at the margins, but not to make
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whole hills unavailable for grazing. Thus as long as the farm is not abandoned, then arguably both
the letter and spirit of GAEC is being achieved, with significantly fewer stock#”. Without contravening
the requirements of GAEC 10, farmers have the ability to respond flexibly to the challenge of farming
profitably by retreating from some areas of the farm more than others, for example a particularly difficult
heft or along a boundary where a neighbour has destocked. The result is a potential for significantly
reduced grazing in the hills despite the intention of restricting undergrazing through GAEC.

Complex changes require subtle responses

The declines in livestock numbers are taking place in a complex way. While there is a general trend
that livestock are declining most in the North and West, a local scale analysis shows that some areas
are much more affected than others. Any response will have to be regionally or locally specific. The
consequences of changes in stock numbers will vary from place to place and will depend upon what
activities the farmers that are reducing livestock numbers go on to pursue. If the changes in livestock
numbers represent a restructuring of agricultural activities then the impact on the local economy may be
small — but the degree to which changes in numbers represents restructuring as opposed to destocking
varies from place to place. If most of the domestic stock are removed the consequences on biodiversity
will depend on the extent to which wild herbivores replace the grazing pressure. Again, these sorts of
variables change from place to place. Thus an assessment of the problem and any response will have to
be place specific. A ‘one size fits all' policy solution is unlikely to work.

Responding to the retreat

In the context of a broad objective of achieving sustainable rural development, we, as a society, want to
retain a thriving farming sector, we want to see vibrant rural communities and we want a healthy natural
environment. Responding to the issue of declining livestock numbers will therefore be complex because,
as this report has shown, the decline of livestock has the potential to have an impact not only on the
farming sector but also on rural communities and the environment.

Deciding on the most appropriate response will therefore require consideration of the best way to achieve
our desired objectives and of the way that the most appropriate response to deliver one objective affects
the others. If we want to keep animals on the hills it is possible to change policy to encourage the
retention of animals, but that policy may not be the best way to encourage thriving rural communities.
Developing policies that are meant to achieve multiple objectives is extremely difficult. Indeed, it is a
process that is not made any easier by the need to take into account the projected trends in wider
economic variables — if, in the longer-term, prices for lamb and beef rise, for example, the market could
potentially solve the problem and remove the need for any other action.

The importance of government intervention

Governments intervene in a number of situations, but primarily when the provision of goods and services
cannot by achieved efficiently through the market and when disparities between individuals and families
require intervention on the grounds of equity®. To tackle these problems the government has a range
of levers at its disposal: it can pass legislation to force change by making certain actions mandatory or
illegal; it can provide incentives to change behaviour by linking the availability of money to the adoption
of desirable behaviour; it can alter the tax regime; and it can educate or provide information to raise
awareness of particular issues.
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With respect to agriculture, rural communities and the environment, the government intervenes in a
variety of ways. The government (at the level of the nation state and the European Union) supports the
farming sector through financial assistance because of the obvious desirability of retaining the ability to
produce our own food, while at the same time regulating the sector to mitigate negative externalities
such as pollution and to ensure wider public goods such as animal welfare. Increasingly, though, the
financial support for rural land use is being re-oriented away from a straightforward subsidy for farming
towards financial support for land managers to deliver public goods (such as high quality landscapes
and farmland biodiversity) and for rural communities (through Leader). National and local government
also support rural communities through financial support for services in remote areas, such as transport.
And with regard to the environment, the government protects particular places through legislation
(protected sites), provides incentives for sympathetic land management and educates through a range
of channels.

As such, it is obvious that the government already intervenes in agriculture, rural development and
environmental management in a variety of ways to achieve a range of objectives. The reduction in
livestock numbers in the hills therefore begs the question of whether this decline is a problem and
whether it works against current objectives, thereby requiring an alteration to the established means of
intervention i.e. new policies.

Why is the decline in livestock numbers a problem?

It is possible to see the decline in the number of livestock as a correction from the artificially high numbers
that were encouraged through production related support payments. Now that the support payments
have been substantially reformed, numbers could be understood to be falling back to a more appropriate
level for the industry. As such, the decline in livestock numbers could be seen as a success. Given that
the production related support payments were heavily criticised for promoting high stock numbers and
potentially over-grazing, reform has resulted in the desired response.

Such a view is, however, simplistic. As this report has shown, there is a geography to the decline in
stock numbers with some areas experiencing a great deal of change and other areas experiencing very
little change. Many of the areas with the greatest declines were areas that did not have large increases
in the past. Such a broad view on the desirability of falling livestock numbers would therefore miss the
complexity of the change that is currently taking place. In those areas that have experienced the greatest
decline it will be important to assess at which point declines in livestock numbers become a problem.
Some areas may, for instance, be experiencing real impacts as agricultural production changes shape
with knock on effects for jobs and the local economy.

Ultimately, the degree to which the decline in livestock numbers can be understood to be a problem
depends on the policy objective under consideration. If the goal is to retain a thriving farming sector,
the decline in numbers suggests a less than thriving sector. If the goal is thriving biodiversity, the loss of
grazing in the hills could be detrimental.

In general terms, the decline in livestock numbers in the hills could have several negative implications:
e The farming sector appears to be contracting in hill areas.

e There are knock on consequences for local economies and communities.
® Some moorland species are likely to be detrimentally affected.
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Possible responses

The trends in livestock numbers, the number of people working in the hills and the high input prices suggest
that, in the short-term at least, the decline will continue. Other factors, such as the relative profitability of
alternative land uses such as forestry, may also come into play. If the profitability of hill farming remains low
and funding is available for forestry, it could make economic sense over the long-term for many landowners
to move further away from hill sheep farming. Such a shift is not without its own economic, social and
environmental consequences and requires further examination.

At a general level, given the current situation, there are three broad responses: accept farming is changing;
attempt to halt the decline through changes to the rules surrounding direct payments; attempt to halt the
decline through enhanced rural development measures.

Accept farming is changing — One way of responding is simply to allow the changes to happen and deal
with the consequences. It would be possible, for example, to accept that farming systems change and that
the current changes represent local corrections from previous national highs in livestock numbers. Such a
position would mean accepting that some people would leave the industry and that the size of the sector in
hill areas would contract, with potential consequences for the local economy and for biodiversity. It would
therefore be necessary to find ways of mitigating the economic and social impacts through the provision of
support and targeting biodiversity management where it was most needed. One way to achieve this would
be through investment to add value to the produce from hill areas as a more economically viable farming
sector in mountain areas will ensure sustained positive land management and rural communities®.

One potential difficulty with simply accepting the changes that are happening in hill areas is that the
Scottish livestock sector is highly interconnected. For example, many Scottish hill farmers sell their lambs or
store cattle to lowland farms for finishing because they do not have the ground themselves or because the
costs of housing and feed are too high. Thus, if the supply of animals for finishing declines there will also
be knock on effects for the rest of the sector.

Halt the retreat through change to the direct support to farmers - If it is judged that the decline
in stock numbers brings with it too many negative consequences it would be possible to try and stop
the retreat by, for example, reinforcing cross compliance or providing some form of support payment
(perhaps through Article 69, although the move away from headage payments makes returning to coupled
payments difficult).

Halt the retreat through enhanced rural development measures — Instead of simply paying farmers
to keep animals in the hills, it would be possible to move further towards paying farmers for the "public
goods' that they supply (and which require animals to be kept appropriately in the hills). Although it is still
difficult to quantify, hill farming can deliver a range of public goods in the form of landscape, biodiversity
and access benefits. The hills and uplands provide ecosystem services in a way that contributes towards
water and flooding management, they are a vast reserve of carbon and they draw in millions of pounds in
tourism income.

A more detailed breakdown of some of the likely impacts of following these various options is provided in
the following policy matrix.



Policy matrix for the issue of livestock in the hills

Policy Option _ Impact — Farmers Impact — Environment Impact - Communities

Accept that
farming is
changing

Halt decline
through
change to
the rules
surrounding
direct
payments

Halt decline
through
enhanced
rural
development
measures
under Pillar 1l
of the
Common
Agricultural
Policy

No Government
intervention

No Government
intervention — but farmers
themselves could move to
add value to their
products (genetic
improvement can add £7
to lamb output/ewe).

No Government
intervention on livestock
numbers — but encourage
diversification e.g.
tourism

Government intervention
to maintain stock on the
hills through adjustments
to Pillar 1 payments of
the Common Agricultural
Policy e.g. Article 69.

Government intervention
to maintain stock on the
hills through adjustments
to Pillar 1 payments of
the Common Agricultural
Policy through changes to
cross compliance.

Support payments for
biodiversity
management.

Support payments for
carbon management.

Support payments for
flood prevention and
water management.

In the short-run, farmers
are able to protect SFP by
reducing stocking. In the
long-run many could face
severe difficulties if SFP
reduces or disappears.

Higher prices for quality
products will mean
improved incomes for
some.

Farmers able to enhance
incomes by diversifying
(holiday lets etc) or
adding value to
production to sell to
tourists.

Some form of limited
coupling may retain
livestock numbers but
will reduce farm incomes
because farmers will be
encouraged to engage in
unprofitable sheep/cattle
production (unless extra
money goes into the hills
—e.g. by top-slicing all SFP
and directing it to the hill
areas).

Cross compliance that
requires sheep/cattle
production will potentially
lower farm incomes by
forcing farmers to engage

in uneconomic production.

If Pillar Il were to be more
targeted to the uplands
then redistribution of
income from lowlands to
uplands may increase
overall income in these
areas. There is scope for
more interaction with
tourists/visitors and
enhanced interpretation.

More profitable to move
to forestry?

Potential income source
for farms but localised
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There are positive affects if
declines in stock numbers
reduce overgrazing, but
too great a decline can
lead to undergrazing with
negative consequences for
some species and habitats.

There are likely to be
fewer sheep/cattle but
maintained grazing.

If adding value then main-
tain production - If
tourists want sheep/cattle
then maintain grazing

If stocking rates are set
to match local conditions
then maintaining
livestock could be
beneficial.

If stocking rates are set
to match local conditions
then maintaining
livestock could be
beneficial.

If stocking rates are set
to match local conditions
then maintaining
livestock could be
beneficial.

Loss of moorland but
other wider benefits?

Depends on change of
land use

Stock removal reduces
demand for ancillary
services (such as vets,
hauliers etc) but maintains
farmers spending power.
The impact on the
community will depend
on where farmers spend
their money.

Fewer total numbers but
higher value products
may increase demand for
services e.g. more likely to
use supply industry,
transport and processors.

Support industries for
tourism will benefit -
e.g. catering, excursions,
outdoor activities etc.
Ag services may benefit
from adding value

Linking support to
production benefits
ancillary industries e.g.
vets and hauliers etc. but
reduces farmers spending
power thereby reducing
money that could be
spent in local economies.

Requiring stock to be
retained would benefit
ancillary industries but
reduce farmer spending
power thereby reducing
money that could be
spent in local economies.

If rural development funds
led to capital

expenditure it is likely

that local economies
would benefit through
the spending of this
money locally.

Depends on relative
multipliers for forestry
compared to agricultural
production?

Likely to be less
production and less
demand for services but
farmers have enhanced
spending power



In the short term, given the constraints that Scotland faces operating within the EU policy framework,

changing the legislative and incentive mechanisms available in the form of the Single Farm Payment

and payments under the Less Favoured Area Support Scheme provide the only real means of arresting

livestock reductions:

Single Farm Payment

Clearer cross compliance — In the hill farming context, ‘grazing’ cross compliance currently has a
degree of ambiguity. The English approach is slightly clearer in that cross compliance suggests that
hill grazings should be grazed or burnt at least every five years. Would greater clarity be warranted
in Scotland, not least because in Scotland grazing by deer plays a much greater role?

Under the CAP Health Check there are proposals to allow member states to extend the support they
can give to specific sectors through the use of Article 69. Scotland could take advantage of this to

design a policy to maintain sheep numbers.

Payment levels could potentially be regionalised and based on land type.

LFASS

It would be possible to shift the balance of LFASS even more towards extensive systems, but LFASS
is currently under review and a new system will operate from 2010.

Requiring (and thus defining) active farming is a challenge, but it might be possible to find a way of
linking LFASS money to farming of livestock in certain areas.

Recommendations

As this report has demonstrated, the issue of the decline in livestock numbers is extremely complex. This

report has only highlighted some of the trends and issues, but in doing so it has illustrated how much

we do not know and where some extra effort in terms of support or investment may be required. More

specifically, there is a need for:

More research on the impacts of changes in the system of support payments on farmers, the
environment and rural communities.

Research on how to develop payments for ecosystem services. There is also scope for developing
pilot projects to explore the possibilities of paying for the delivery of ecosystem services, perhaps
starting in the national parks. The SRDP is potentially a vehicle for this approach, but there is a need
for leadership rather than adopting a laissez-faire approach.

Research to identify the winners and losers in terms of biodiversity, specifically linked to designated
sites and species.
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e Research and development of new farming systems that operate with fewer, higher output sheep,
possibly with significantly reduced labour inputs through change to wool shedding breeds.

e More advice that will enable farmers to cope with change.

e Targeted support for new business development.




Notes

! This report uses data collected in the Scottish Government’s June Agricultural Census. The
government attempts to capture information from all holdings in Scotland, but where this is not
possible a degree of estimation (based on other data sources) is applied. The census is the best
available data source for this report.
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