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RURAL DEVELOPMENT COMMITTEE

AGENDA

10th Meeting, 2003 (Session 1)

Tuesday 18 March 2003

The Committee will meet at 2.00 pm in Committee Room 1.

1. Item in private: The Committee will consider whether to take item 6 in private.

2. Subordinate legislation: The Committee will take evidence from officials from
the Scottish Executive Environment and Rural Affairs Department on the
following negative instruments—

the Less Favoured Area Support Scheme (Scotland) Regulations 2003 (SSI
2003/129)

the Rural Stewardship Scheme (Scotland) Amendment Regulations 2003 (SSI
2003/177).

3. Subordinate legislation: The Committee will consider the following negative
instruments—

the Pesticides (Maximum Residue Levels in Crops, Food and Feeding Stuffs
(Scotland) (Amendment) Regulations 2003 (SSI 2003/118)

the Sea Fish (Prohibited Methods of Fishing) (Firth of Clyde) Amendment
Order 2003 (SSI 2003/100).

4. Petition PE 449: The Committee will consider a letter from Allan Wilson MSP
(Deputy Minister for Environment and Rural Development) in response to
correspondence from the Committee on this petition. The Committee will also
consider further options for consideration of this petition.

5. Legacy paper: The Committee will consider a Legacy paper which will provide
advice to its successor Committee based on its experience of the first
Parliamentary session.

6. Witness expenses: The Committee will consider claims under the witness
expenses scheme.
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7. Annual report (in private): The Committee will consider its annual report for
2002 - 2003.

Tracey Hawe
Clerk to the Committee
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The following papers are attached or are relevant to this meeting:

Agenda Item 2

the Less Favoured Area Support Scheme (Scotland) Regulations
2003 (SSI 2003/129)

the Rural Stewardship Scheme (Scotland) Amendment Regulations
2003 (SSI 2003/177).

RD/03/10/2a

RD/03/10/2b

Agenda Item 3

the Pesticides (Maximum Residue Levels in Crops, Food and
Feeding Stuffs (Scotland) (Amendment) Regulations 2003 (SSI
2003/118)

the Sea Fish (Prohibited Methods of Fishing) (Firth of Clyde)
Amendment Order 2003 (SSI 2003/100).

RD/03/10/3a

RD/03/10/3b

Agenda Item 4

Letter from the Convener to the Deputy Minister for Environment
and Rural Development

Letter from the Deputy Minister for Environment and Rural
Development

RD/03/10/4a

RD/03/10/4b

Agenda Item 5

A Paper from the Convener is attached RD/03/10/5a

Agenda Item 6

A Paper from the Clerk is attached (for members only) RD/03/10/6a

Agenda Item 7

A draft report is attached (for members only)
RD/03/10/7a

http://www.scotland-legislation.hmso.gov.uk/legislation/scotland/ssi2003/20030100.htm
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I am responding to your letter of 26 February following the evidence I gave to the Rural
Development Committee on 25 February on Petitions 187 and 449 submitted by the Scottish
Gamekeepers Association.

As I made clear in my evidence, I intend to ensure that policy decisions  on this and related issues are
firmly based upon sound, scientific evidence. Where there are gaps in our knowledge, we will
undertake further work. Such work should draw from as many sources as possible  and should
contain the element of independence which the Petitioners sought.

I welcome the Committee’s view that the Moorland Forum, and the broad interests and membership
it represents, offers the potential to commission a number of studies which would enhance our
science base and better inform our decision making. My officials have already begun discussions
with Scottish Natural Heritage on those areas where the Rural Development Committee has felt more
information was required. The Moorland Forum has a specific research function and is well placed to
take forward the Committee’s request for more work.  I shall ask the Forum to advise me on those
aspects of the Committee’s deliberations where it feels that the work is better undertaken outwith its
own remit to make recommendations on how, and by whom, such research might be progressed. I
will be writing to the Chairman of the Forum to this effect.

ALLAN WILSON
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Rural Development Committee

Legacy Paper

Background

1. The Rural Development Committee has had a wide-ranging and varied agenda
during the first session of the Parliament. This paper aims to summarise the work
of the committee throughout the first session and to identify issues which may be
of interest to its successor committee. Any successor committee will, of course,
have complete autonomy to select and develop its own work programme.
However, we hope that the matters outlined in this paper will be of assistance to
it.

Activity in the First Session

2. The remit of the committee is to consider and report on matters relating to rural
development, agriculture and fisheries and such other matters as fall within the
responsibility of the Minister for Rural Development. (As agreed by resolution of
the Parliament on 14 December 2000, with effect from 8 January 2001). This
remit relies upon the definition of the responsibility of the former Minister for Rural
Development, which included responsibility for policy in relation to rural
development, including agriculture, fisheries and forestry.

3. The Committee has met over 120 times and has carried out a variety of work
over the first session. The work programme of the committee has been heavily
influenced by referred or non-discretionary work such as primary and secondary
legislation, consideration of the budget and petitions.

Primary Legislation

4. The committee has considered the following Executive Bills during the first
session:

• The Salmon Conservation (Scotland) Bill
• The National Parks (Scotland) Bill
• The Fur Farming (Prohibition) (Scotland) Bill
• The Agricultural Holdings (Scotland) Bill.

The Committee was also designated as a secondary committee in relation to the
Land Reform (Scotland) Bill and made a substantive report to the Justice 2
Committee on that Bill.

5. The following Members Bills were also referred to the committee:

• The Sea Fisheries (Shellfish) Amendment (Scotland) Bill
• The Protection of Wild Mammals (Scotland) Bill
• The Organic Farming Targets (Scotland) Bill.

Agenda item

Rural Development
Committee

18 March 2003
RD/03/10/5a
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6. The committee’s work programme has been heavily influenced by the
requirements of scrutinising this legislation. In particular, the Protection of Wild
Mammals (Scotland) Bill attracted a great deal of public and media scrutiny. The
committee received over 5000 written submissions during the passage of the Bill,
and took evidence from a wide range of interested parties.

7. Overall, the committee is content that it has achieved effective scrutiny of Bills
that have been referred to it, and that important and desirable changes have
been made to Bills as a result of this scrutiny. For example, in relation to the
National Parks (Scotland) Bill, significant changes were made to the provisions
regarding the election of local members to the National Park Boards. And in
relation to the Agricultural Holdings (Scotland) Bill, significant changes have been
made to a number of provisions which reflect the concerns raised by the
committee in its Stage 1 Report.

8. The committee remains concerned regarding the amount of time given to
committees to complete legislative work. The committee notes that the
timetabling of Bills seems to have become more generous over the period of the
first session.  However, the committee still believes that longer allocations of time
would enable the committee to consider more fully the evidence put before it and
debate the issues raised, thereby ensuring that the legislation that is passed is
appropriate and workable. Similar considerations also apply to amendments
tabled at Stage 2 of Bills. The committee therefore wishes to emphasise to its
successor committee the importance of negotiating with the Parliamentary
Bureau to ensure that adequate time is allowed for the scrutiny of legislation. The
committee also draws the attention of its successor committee to its current
practice of holding informal briefing sessions on Bills prior to commencing Stage
1 scrutiny. The committee believes that these sessions provide a useful
opportunity for members to gain background knowledge of the subject matter of
the Bill.

Subordinate Legislation

9. The Rural Development Committee has considered a high volume of subordinate
legislation (more than any other committee, with the exception of the Health and
Community Care Committee). During the first session the committee has
considered approximately 175 negative instruments and more than 15 affirmative
instruments. The committee notes that it has been important to take account of
the volume of subordinate legislation likely to be referred to it when determining
the forward work programme. It is important that sufficient space is built into the
work programme to allow for adequate parliamentary scrutiny, and the committee
notes that at times this has been difficult to achieve given the reporting deadlines
that this committee (and the Subordinate Legislation Committee) are required to
work to. Indeed, the need for the committee to report within the 40 day deadline,
and after receiving the report of the SLC, can at times dictate the timing and
frequency of committee meetings.

10. It is noted that any successor committee is also highly likely to receive the same
high volume of subordinate legislation, particularly as a large number of
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instruments are required to be made in order to transpose European legislation
into domestic law.

Petitions

11. The Public Petitions Committee has referred approximately 50 petitions to the
Rural Development Committee over the first session. These petitions raised a
variety of issues, some of which were connected to existing work of the
committee (eg consideration of the Protection of Wild Mammals (Scotland) Bill or
of the designation orders establishing national parks). Other petitions raised
entirely novel issues, which required additional time to be set aside for
Committee consideration.

12. The committee has previously agreed, in considering how best to deal with
petitions, to build regular dedicated slots into the agenda for this, rather than
dealing with them on an ad hoc basis. The committee has found this approach to
be useful in ensuring efficient consideration of petitions, especially where a
number of petitions are under consideration.

Consideration of the Budget

13. Like all subject committees, the committee has been asked to examine the
Executive’s spending proposals each year.  It is fair to say that the committee has
generally found it difficult to undertake effective scrutiny of the budget in the
manner originally intended by the Finance Committee.  The main difficulty that
has faced the committee is the very limited time that exists – both at Stages 1
and 2 – between the publication of the Executive’s proposals and the need to
report to the Finance Committee.

14. The committee has also been frustrated with the level of information which has
been made available to it, and successive changes to the format in which budget
information is presented has not assisted this. The committee notes that this is an
issue which is common across all subject committees.

15. The committee has adopted several practices which have helped it undertake
budget scrutiny. Firstly, the committee has routinely held informal background
briefings with key officials at the beginning of each budget round, which has
enabled members to break down the information presented, gain a better idea of
the Executive’s overall spending priorities, and understand the effects of various
changes to the presentation of figures.

16. Secondly, the committee appointed an adviser on the budget process during the
most recent budget year and found this to be of great assistance. However, it
must be noted that it may sometimes be difficult for subject committees to find
suitable candidates with knowledge of both the subject area and public sector
accounting methods.
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Inquiries

17. Despite its high legislative workload, the Committee has carried out a number of
substantial inquiries during the session. These have included inquiries into:—

• The Operation of the Agricultural Business Improvement Scheme
• The Impact of Amnesic Shellfish Poisoning on the Fisheries Sector
• The Impact of the Scottish Adjacent Waters Boundaries Orders
• The Impact of Changing Employment Patterns in Rural Scotland
• The Closure of the Islay Creamery
• The Reform of the Common Fisheries Policy
• Integrated Rural Development
• Current Issues Affecting the Scottish Fishing Industry.

18. These inquiries have varied enormously in length with some inquiries taking only
two or three meetings, and others taking around a year to complete. The
committee has been careful to keep a balance between referred work and inquiry
work, and also between inquiries that respond to events and those that aim to be
more proactive in approach.

19. In addition to undertaking formal inquiries, the committee has also found it useful
to hold occasional one-off evidence sessions on issues with key stakeholders
and Ministers. Such sessions are usually followed up by a letter to the Minister
outlining the views of the committee. These sessions allow the committee to
respond to events and developments in Executive policy without requiring a large
amount of committee time or disrupting other pre-existing commitments to
consider legislation or conduct longer-running inquiries.

Outstanding Issues after the First Session

20. The committee has recently finished two inquiries. The first, into integrated rural
development aimed to assess the factors that make for successful Integrated
Rural Development and to identify the barriers that militate against development.
The report was a wide-ranging one, which took almost a year to complete, and
which raised many cross cutting issues. The cross cutting nature of the rural
development remit is something which has been a recurring theme throughout
the committee’s inquiries, and also its work on the budget process. The
committee believes that its successor committee should consider revisiting the
issues raised in this report during the next session, to ensure that progress is
being made. The successor committee may wish to examine the recently
received response of the Minister to the report, and/or to consider making a bid
for committee time in the Chamber to debate the findings of the inquiry.

21. In February 2003 the committee also conducted a short inquiry into issues
affecting the Scottish Fishing Industry. This inquiry focused on the decision of the
December EU Fisheries Council to cut cod and other associated quotas, and
examined the impact of these decisions on the industry, and the ways in which
the Scottish Executive could provide support to the industry to alleviate this
impact.
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22. The committee notes that negotiations on a revised cod recovery plan and on
other matters associated with the reform of the Common Fisheries Policy will
continue during the next parliamentary session. The committee believes that
given the impact of these decisions on the Scottish fishing industry, any
successor committee should strongly consider adopting the report of this
committee and pursuing the issues raised with the appropriate Scottish, UK and
European decision-making bodies.

European Issues

23. As can be seen from the discussion above, proposals and decisions originating in
the European Union directly affect much of the work of the committee. The
committee has recognised the importance of keeping abreast of European
developments and has sought to incorporate these matters into its work
programme. The committee has agreed a three-pronged approach to scrutiny of
European issues which involves:—

• seeking regular quarterly overviews of European Union policy developments,
legislative proposals and transposition arrangements from the Scottish Executive;

• authorising the Convener, in conjunction with the clerks, to seek further detailed
briefings from the Scottish Executive on the key dossiers within the rural
development portfolio as required; and

• considering options for more detailed scrutiny of specific EU proposals as part of
regular work programme discussions.

The committee also receives regular written pre and post council briefings from
the Scottish Executive.

24. The committee notes that in addition to the continuing reform of the Common
Fisheries Policy, the Common Agricultural Policy is also subject to a mid-term
review, for which draft legislative proposals have recently been published. It is
clear that European decisions will continue to have an influence on the forward
work programme of any successor committee. The committee believes that the
mechanisms above have assisted it in maintaining awareness of the implications
of European decisions for Scottish interests, and would encourage any successor
committee to continue our efforts to influence these decisions at an early stage.

Away Days

25. Approximately eighteen months into its existence the committee held an away
day to consider its work programme for the following two years. The awayday
also allowed the committee to speak to the Minister, key officials, and some key
individuals within the committee’s remit on an informal basis. This event proved
helpful to the committee in reviewing its activity and assisted it in thinking through
a long-term view of its priorities and future work programme. The committee
believes that its successor committee should also consider holding a similar away
day at the start of the parliamentary session.
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Methods of Working

26.  The committee has taken a great deal of oral evidence over the past three years.
Such an approach has the advantage of allowing the evidence to be given in
public, with the official report of that evidence being widely available. Committees
will clearly make their own choices as to how best to organise oral evidence
sessions, and the approach may vary depending upon the witnesses, the subject
matter and the purpose of the session. However, the committee has found the
following general practices to be of assistance in ensuring that evidence sessions
are as productive as possible:

• the committee should be selective in choosing from whom to take oral evidence
• witnesses should be grouped together in panels to allow them to answer

questions in turn, rather than giving repetitive answers
• the numbers of witnesses on a panel should be restricted to no more than three

at any one time
• realistic witness timings should be allocated for witness sessions so that they do

not overrun
• the numbers of witness panels questioned in a single meeting should be

restricted
• witnesses should be asked for written statements prior to the meeting, as this

allows opening remarks by witnesses to be kept very brief, and allows more time
for questioning.

Away Meetings

27. The committee has sought to meet outwith Edinburgh on a regular basis, and has
tried to spread its away meetings amongst different geographical areas of
Scotland. In the first session it has held formal meetings in Dumfries, Gartocharn,
St John’s Town of Dalry, Lochaber, Lochgilphead, Huntly, Kingussie, and
Aberdeen.

28. The committee has also sent delegations of reporters to Islay, Colonsay,
Stornoway, Newton Stewart, Newtown St Boswells, Laurencekirk and Dingwall,
and undertook an extensive informal visit to the Highlands and Aberdeenshire to
examine land reform issues.  Where possible during any formal away meeting the
Committee has also tried to maximise its interaction with local communities, and
has undertaken fact finding visits to local businesses and premises in order to
gain first hand knowledge of the subject matter and concerns affecting the area.
On a number of occasions the committee has also held evening receptions and
invited local councillors, business people and individuals to talk informally to the
committee. The committee believes that these methods have been very useful in
providing the committee with information that it might not otherwise have received
in more formal evidence sessions.

29. During its away meetings, the committee has also pioneered the practice of
having ‘open sessions’ with local people. During these sessions the formal
committee meeting is suspended and local people are invited to make short
representations to the committee on the issue under consideration. Transcripts of
these sessions have been published with other evidence received where they
have been part of the process of conducting an inquiry. The committee believes
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that these sessions have been very successful in allowing members to hear a
cross section of views and would commend this approach to its successor
committee.

Conclusion

30. The Rural Development Committee has had an interesting and eventful life
during the first parliamentary session. The committee believes that it has made a
positive contribution to the development of policy and legislation in a number of
areas. It wishes its successor committee well in its activities and hopes that this
paper will be of assistance to it in pursuing its work over the next four years.

Alex Fergusson MSP
Convener



Recent previous Committee consideration of the LFAS Scheme

30 April 2002  (This is the formal approval of the 2002 Scheme.)

Subordinate Legislation
Less Favoured Area Support Scheme (Scotland) Regulations 2002 (SSI

2002/139)
The Convener: Item 2 on the agenda is four items of subordinate legislation. No
member has intimated that they wish to speak on them.
I have only two points to make on the Less Favoured Area Support Scheme
(Scotland) Regulations 2002. First, I understand that explanatory notes about the
scheme, which would usually be sent out with the claim form, went out some time
after most of the payments had been made. Secondly, 95 per cent of payments
under the scheme have already been made.
The scheme previously encountered considerable difficulties. Indeed, the Minister for
Environment and Rural Development had to go back to Europe to plead for timely
payment to be made. That was achieved. The Subordinate Legislation Committee
asked several questions on the regulations, which members have in their papers.
Are members agreed that we have no recommendation to make to the Parliament?
Members indicated agreement.
The Convener: I know that Rhoda Grant, who has just come in, asked questions on
the scheme. Rhoda, are you content with the decision that we have made to make
no recommendation on the regulations?
Rhoda Grant: Yes. I received answers to my questions.

----------------------------------------------------------------------

25 June 2002
(This was an evidence session on the whole 2003 Rural Development Programme
package – on which the Executive had consulted and was due to approach the
European Commission for approval.)

Rural Development Programme
The Convener: We move to agenda item 3, on the rural development programme.
The minister has been joined for this item by John Hood from SEERAD, whom I
welcome.
Members will be aware that the Minister for Environment and Rural Development
has issued a consultation paper on possible amendments to the operation of agri-
environment schemes. The paper has been circulated, and we understand that the
consultation recently closed. Members also have among their papers an Executive
press release that outlines proposed changes for 2003 to the less favoured area
support scheme.
When proposals for the schemes are finalised, a package of amendments to
Scotland's rural development programme will require submission to the European
Commission for approval. It is expected that that will occur during the parliamentary
recess. As the recess starts at the end of this week, we must today ask the minister



any questions that we have. We expect to deal with the subordinate legislation that
will give effect to any changes, but we were anxious to hear from the minister at this
stage, before the proposals are finalised. I again invite the minister to make some
opening remarks before we proceed to questioning.
Ross Finnie: I am grateful to have the opportunity to bring the committee up to date
on the consultation exercise. This meeting is an opportunity for me to hear the
committee's views before—I stress before—I come to final decisions. The
consultation has just closed, but we must still assess the responses. This is therefore
a timely meeting.
As things stand, it is quite difficult sensibly to manage the agri-environment
programme, because I do not have discretion about which applications I should fund.
As a consequence, some organic aid scheme applications are taking up money that
might be better spent on the rural stewardship scheme. I will return to that matter.
The proposals in the consultation paper are intended to improve the operation of the
organic aid scheme and other schemes. The consultation paper was issued to 227
individuals and a total of 63 responses have been received. [Interruption.] Perhaps
that is a late response. No—it is Jamie McGrigor's phone.
The responses are now being analysed, but I can say at this stage that there
appears to be a broad consensus in favour of the changes. I remind members of the
reasons for those changes: to achieve better targeting of organic aid scheme
resources to provide environmental and market benefits; to enable increased funding
for
Col 3338
rural stewardship scheme capital items; to strengthen the contribution of the rural
stewardship scheme—RSS—to the control of agricultural diffuse pollution; and to
improve management of the costs of existing environmentally sensitive area scheme
arrangements.
The most significant change that is proposed in the consultation paper is that, from
this year, organic aid scheme applications should be funded selectively. Let me put
that proposal into context. I want to give more support to the organic sector, because
I think that it has the ability to produce goods that consumers want and which would
otherwise need to be imported. If it is well done, organic farming can bring
environmental benefits. I believe that it is only part of the overall picture of market-
oriented, environmentally friendly farming, and that non-organic farming methods will
remain as a way in which we produce food while respecting the environment.
Against that background, I believe that it is fair to propose that organic aid scheme
applications be funded only if they lead to significant environmental gain and to the
production of marketable organic food.
Constructive and helpful discussions have been held with the organic sector bodies
in Scotland to agree criteria against which organic aid scheme applications can be
ranked for this year and next. I hope that it will be possible to publish agreed criteria
following consideration of the responses to our consultation paper. Those
arrangements, the agricultural diffuse pollution arrangements and revised
arrangements for managing the costs of current environmentally sensitive areas
scheme arrangements could be introduced at the Executive's hand without European
Union approval, should I decide to do so. I await the comments of the committee and
the responses to the consultation paper.
The proposed changes to the funding of the RSS capital items will enable the cost of
capital to be spread over several years and to be spread between EC and domestic
budgets. That will enable more capital works, such as hedgerows and ponds, to be



funded. The change will require EU approval; any agreed changes will be submitted
to Brussels later in the year. I hope that our proposals will secure early approval from
the STAR committee—the committee on agricultural structures and rural
development—and that the regulations will be agreed in time to implement the
changes by spring 2003. Other changes to the Scottish rural development
programme will include revised payment rates for the environmentally sensitive
areas and countryside premium schemes.
During consideration of rural stewardship scheme regulations, the Rural
Development
Col 3339
Committee expressed concern that only a small number of the applications that were
submitted in 2001 would—as a consequence of the EU's decision to remove our
ability to place a limit on agri-environment scheme payments—receive funding and
that most of the money would go to a small number of applications for large projects.
It is fair to say that those concerns did not materialise. Of the 380 farms, crofts and
common grazings that were offered funding, 33 are of less than 10 hectares, 11 are
of between 11 and 20 hectares, 36 are of between 21 and 50 hectares and only 65
farms are of more than 500 hectares.
I regret that it was not possible, given the resources at my disposal, to fund all the
applications fully. Had I funded applications fully, 44 of the 476 applications would
have received funding and only one would have been in the Highlands and Islands.
The area covered by the agreements would have been 14,000 hectares. In contrast,
my decision to part-fund applications has resulted in a financial commitment of £11.5
million to 312 farmers, crofters and common grazings, covering about 148,000
hectares. That represents a substantial commitment to agriculture and the
environment.
Nonetheless, we have been keen to learn from last year's experience and to
consider whether we can introduce changes to make the agri-environment
programme work better for the benefit of people and nature. The proposed changes
are designed to improve the operation of the agri-environment schemes in order to
enable us to secure the maximum conservation benefit and the best value for money
from the finite resources that are available.
Fergus Ewing: Am I right in saying that the consultation is on the alteration to the
rules, rather than on whether current funding to agri-environmental schemes should
be increased or decreased?
Ross Finnie: Yes. The consultation is on the rules that govern the operation of the
schemes.
Fergus Ewing: At paragraph 2.7, the paper states:
"All agri-environment commitments entered into from 1 January 2000 are funded
from a combination of modulation and domestic resources."
Do you believe that the current rate of modulation should be altered?
Ross Finnie: As I said, my problem is that we are now in a much trickier situation. I
agreed to the current scheme of modulation as a direct consequence of having
secured in negotiation the offer of matched funding from the UK Treasury. It seemed
that given the levels of modulation that were being postulated at that time that
Scottish rural development would, on balance, benefit from
Col 3340
modulation, in particular if that would secure additional matched funding.
The current situation should be considered in the light of the fact that the
Commission might propose different rates of modulation under the mid-term review. I



am very cautious about modulation as an instrument—it is a bit blunt. I suspect that
Fergus Ewing shares my view that if, for example, we want to give a subsidy to Alex
Fergusson, we should not give it to Mike Rumbles first, modulate it and then pass it
on. I find that a difficult concept.
The present proposals for modulation are satisfactory. My difficulty—which I
expressed in evidence earlier—is that we might be faced with a more compulsory
form of modulation as a result of the mid-term review, which I would have to explain
to the committee. We must remain alert to what might happen in Europe on that
phase.
Fergus Ewing: From what I gather, the enthusiasts for further modulation are few
and include possibly Mr Fischler, certainly Lord Whitty and presumably Margaret
Beckett, but not the vast majority of Scottish farmers. Are you concerned that, if the
Department of Environment Food and Rural Affairs pursued a pro-modulation
policy—even up to 20 per cent, which is a figure that has been mentioned—that
would take Scottish agriculture down the wrong path? Would SEERAD be able within
EU rules to pursue a different policy by instituting variable modulation rates?
Ross Finnie: A number of member states—not just Mr Fischler's—are minded to
seek a substantive change from pillar 1 to pillar 2 and have not closed their minds to
doing so through modulation. The real issue is not whether there is disagreement
between ourselves and our counterparts in England about the way in which we apply
the policy, but whether modulation becomes the policy of the European Commission
because it is favoured by a majority of member states. There are two serious
considerations for me, as a Scottish minister. First, I would not want that modulation
to be in addition to the current domestic arrangements. Secondly, as I have
explained at length, it is important to me and to Scottish interests that the
prescriptions that are available within the rural development regulations are suitably
expanded to allow us to use the moneys that become available within pillar 2 for the
benefit of more farmers and, I hope, to facilitate the implementation of instruments
such as land management contracts.
Rhoda Grant: We have been talking about agri-environment schemes. Can we
move on to talk about less favoured areas?
The Convener: Yes. Let us do that.
Rhoda Grant: My concern is about the organic
Col 3341
aid scheme. It is suggested that the organic aid scheme should be limited to hill
farmers who have already identified a market for finishing their stock. That would be
off-putting to many hill farmers, given the fact that it takes several years to transfer a
business from ordinary farming to organic farming. To say that farmers must, before
they can even start to go down that road, identify someone who will buy their stock,
is asking them to do something that is nigh impossible. Nobody would be willing to
draw up a contract with a farmer at that stage, when they are so far from the goal of
having organic produce to sell. Have you given any thought to ways in which that
problem could be overcome? What assistance will be available from the Executive to
put hill farmers in touch with new applicants to the organic aid scheme, who would
be involved in finishing? Will that be left to the farmers, which would create a huge
barrier?
Ross Finnie: It will be left to farmers. The genuine disappointment is that we appear
to be spending considerable sums from the organic aid scheme on certain hill farms
where, frankly, the existence of other inputs is difficult to discern. In other words, it is
almost impossible to identify which practices had to change on certain heather hills



where no artificial fertilisers were used. It is not clear what environmental benefit is
gained from that.
15:45
I am not asking for a guarantee that the product will be sold; there is no requirement
to say that the product can get to market. If we are talking about lamb, the fact that
the producer has not liaised with, discussed with or entered into an arrangement with
someone on the low hill for finishing organically means that we would end up with
public funds being used to gain organic accreditation without any serious
environmental benefit being obtained, because much of the land is already natural. A
lack of liaison with the finishing side results in the product not being sold as an
organic product. It is difficult to justify giving support from the public purse to organic
conversion when the end result is not an organic product. That is the point that we
are driving at.
If people do not have land for finishing, we want them to tell us that in their
applications. We would be willing to assist with the next bit of the chain, if those
producers cannot find partners. We seek to ensure that we grant aid in the round
and that the end product will be an organic product. At the moment, we have no
guarantee of that, which makes it difficult to justify public funding. That situation does
not make a great deal of sense. If people are considering conversion to organic
methods, we want to push them to consider the whole production process and to
have arrangements for that, so that they meet our
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criteria. We are not asking for a guarantee that the person in the market will buy the
end product, but we want to ensure that the end product will be an organic product
that is available for sale.
The Convener: Is it your intent to focus on the lower-ground farmer—the arable
farmer?
Ross Finnie: No. If it can be proved that there is a requirement on any farm, we will
listen. We are not excluding people, but we are slightly concerned about the way in
which things have developed. If the relevant society—the Soil Association, for
example—says to someone on an upland farm that it is not prepared to give organic
accreditation and that a conversion period will be required, we look at that. We want
to be clear that there is a genuine environmental issue to be addressed—in other
words, that there is evidence of the use of non-organic material. If that is the case, it
is fine. The farmer will qualify. We are saying that we are not content to spend
money and to get halfway down the hill, only to discover that there is no linkage and
that the product is sold as a non-organic product. That does not represent value for
money for the public purse.
Rhoda Grant: I want to pursue the matter. As you know, most hill sheep are usually
sold at local markets to dealers who move the sheep on to lowland farms for
finishing. How do we address that situation? You talked about helping hill farmers to
identify lowland farmers who could work as part of a chain. How far are you willing to
go to help them to do that? That is where the barrier arises. If the hill farmers do not
receive assistance because they do not usually have contact with the finishers, as
that is usually done through a dealer, how can we put the chain together?
Ross Finnie: I do not have a precise answer. We are wrestling with that issue. We
cannot have a situation in which someone wants to sell an organic lamb and simply
puts in on the market. We must find people in the marketplace who are interested in
dealing in organic lamb. We must identify those people before identifying which part
of lowland land we need to direct assistance to in the conversion period, which is the



other side of the equation that must be solved to complete the chain. It is not easy,
but I hope that you recognise that the situation at the moment is extremely
unsatisfactory and is not producing the amount of organic product that we should be
producing.
Rhoda Grant: I understand that. I do not have a problem with the aim but, unless we
intervene to put people together, the effect of the policy will be to discourage people
and create a barrier to conversion. We need to change the way that the market
works for organic farming to get those people together. If we do not do that, we might
as well forget about developing organic farming in upland areas.
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Ross Finnie: We are keener on sorting out the other end than on abandoning the
whole enterprise. I am much keener to get downstream and find people on the
lowland ground who will deal with upland dealers and will allocate ground and have
that ground converted for the purpose of producing organic produce. We have some
work to do in that area. As I said, we have had constructive discussions with the
societies responsible for organic accreditation, and that is beginning to generate
some ideas on how we can deal with the issue. When I present my final proposal, I
will have to fill in that bit.
The Convener: Remembering my former employment, I recall that the most
successful organic producers of lamb and beef deal directly with the supermarkets,
buyers and abattoirs, rather than going through the traditional store market chain.
Mr McGrigor: I have a question about the new LFA proposals. I understood that the
idea was to disengage subsidy from production and to move from headage to
hectarage. I must admit that I have not fully studied the new grazing categories, but it
appears that category A and category B, which have the lowest stocking densities,
will be very much worse off than farms with high stocking densities. That appears to
be counterproductive to your original aims.
Ross Finnie: I do not think that that is right. As part of a wide-ranging consultation
process, we found unanimity throughout the country that the former highland upland
and lowland and southern upland and lowland classifications did not make sense
and were not transparent to farmers in relation to how they recognised their own
land. The scheme that is proposed addresses the carrying capacity of the existing
land. The advisory committee drew up that new classification and believed that it
was a fairer and more accurate reflection of the division of land within Scottish
agriculture. Once those categories are drawn up, the percentages for the carrying
capacity of the land can be applied. If you study those rules carefully, you will see
that the proposal certainly does not disadvantage farmers in an obverse way.
Mr McGrigor: I was talking to one or two farmers who thought that they could work
out at this stage what their levels were going to be, and they appeared to be very
much worse off than they would have been under the previous set of proposals.
Bearing in mind the fact that the initial talk was about not having winners and losers,
I was extremely worried by the latest set of proposals, particularly as they affect
those in the Highlands and Islands.
Ross Finnie: I would have to see specific examples before commenting. When we
made the proposals, we produced models illustrating the
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extent of winners and losers. Our modelling, by area office, indicated not only that
the proposals were more specifically targeted but that they reduced, both in quantum
and in amount, the total number of winners and losers. In addition, the proposals put
quite a severe cap on the number of big winners at the top end. One of the



objectives was to achieve a greater degree of equity and fairness throughout the
country. In so doing, we narrowed the range of both winners and losers.
The matter is out to consultation. If Jamie McGrigor has specific examples, I will
have to deal with them. From the model that we produced at the time, that was
certainly not our understanding of how the scheme would ultimately work out. One or
two people on the working group ran through the numbers on that.
The Convener: If I may speak as a South of Scotland MSP, one of my concerns
about the original LFASS, which is backed up by the figures, was that it had the
capacity to move a certain amount of input from the south of Scotland to points
further north. I accept that the fragile area was designated for a reason, but will there
be further shift of capital from the south and east of Scotland to the north and west,
or has equilibrium been reached?
Ross Finnie: There will certainly not be any further shift. There was an inevitable
shift in attempting to deal with the more fragile and remote areas. In the south of
Scotland, because of the stocking densities and the rather different upland-lowland
distribution, I believe that the new land classifications will go a long way towards
addressing the anomalies that used to obtain. Perversely, people in the upland areas
of the south seemed to be more disadvantaged as a result of the removal of the
consideration of stocking densities. The introduction of land classifications that relate
to the carrying capacity of the land, although not specifically to stocking densities,
will go a long way towards addressing the problem.
Rhoda Grant: I want to come back to the LFASS. Unlike Jamie McGrigor, I have not
had the opportunity to run through the figures, but I welcome the building in of fragile
areas. That is a great step forward. Why is a base reference period required, given
that the scheme could be updated year on year? Do you want the moneys that are
available from the scheme for each farm to remain constant? That might mean that
no change in farming practice is required or that changes might be made that are not
in keeping with the scheme.
Ross Finnie: I have a clear idea why we want the base reference period, but given
the specific nature of the question, I will take the question to avizandum and reply to
the committee. I have a niggling doubt about the last part of the question.
Col 3345
The Convener: Members have no more questions, so I will wrap up the session. I
have a question on the rural stewardship scheme and capital expenditure. Last time
around, in order to spread the money as far as possible, you removed items of
capital expenditure from the scheme. In your introductory remarks, you mentioned
that, to facilitate that, you would try to spread capital payments over a number of
years. Will the likely number of applications to the rural stewardship scheme allow
you to do that, given the limit on the amount of money that will be available for the
scheme? Will the restrictions on the organic aid scheme free up enough money for
the rural stewardship scheme?
Ross Finnie: The organic aid scheme is unlikely to free up money. I aim to focus
and target that scheme so that it gives better value for money. Rhoda Grant raised
the fundamental issue of how that can be done. The intention is not to reduce the
funding that is available through that scheme, but to deliver better outcomes.
Although there have been additions to domestic funding and an increase in the
funding that is available from modulation, demand has also increased.
I do not hide from the fact that one of the reasons for consulting on the changes is
that we need to spread the capital payments if we are to avoid being perpetually
faced with the situation with which I was faced last year, where only a small number



of applications were successful. That situation will be problematic as long as Europe
refuses to allow us to cap the amount. That is an unhelpful development. There is a
problem relating to the ability of a larger unit to comply with the points system for a
variety of reasons and there would be an unfair distribution throughout Scotland. I
can only hope that our proposals to take account of capital over a period will allow us
to distribute funds more fairly over a longer period.
16:00
The Convener: I share that hope, minister. I thank you and John Hood for the large
amount of time that you have spent with us this afternoon.




