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ACRONYMS 
 

CAP Common Agricultural Policy 

DERFA Department for Environment Food and Rural Areas 

DSG Organic Stakeholders Group 

FTE Full Time Equivalent 

GDP Gross Domestic Product 

GES Gross Domestic Product 

GIC Gross Input Cost 

GSP Gross State Product 

GVA Gross Value Added 

LFA Less Favoured Areas Less Favoured Areas 

NFI Net Farm Income 

OAS Organic Aid Scheme 

SFP Single Farm Payment   

SPIC Scottish Parliament Information Centre 
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TIFF Total Income from Farming 

  

  

  

 



Agriculture in Scotland 
____________________________________________________________________________________________ 

 

 5

 
Map1: Antique Colour Map of Scotland (year 1883) 

 

Source: Antique Map, American Cyclopaedia. 
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1.  INTRODUCTION 
1.1  History 
Scotland (Gaelic: Alba) is the most northerly of the four parts of the United Kingdom. The 
name Scotland derives from the Latin Scotia, land of the Scots, a Celtic people from Ireland 
who settled on the west coast of Great Britain about the 5th century ad. The name 
Caledonia has often been applied to Scotland, especially in poetry. It is derived from 
Caledonii, the Roman name of a tribe in the northern part of what is now Scotland. 
 
The Kingdom of Scotland was an independent state until 1 May 1707 when it joined in a 
political union with the Kingdom of England to create a united Kingdom of Great Britain. 
Scotland's legal system continues to be separate from those of England, Wales, and 
Northern Ireland and Scotland still constitutes a distinct jurisdiction in public and in private 
law. The continued independence of Scots law, the Scottish education system, and the 
Church of Scotland have all contributed to the continuation of Scottish culture and Scottish 
national identity since the Union.  
 

Map 2: Political map of Scotland 

 
 
 
In the 18th century, Scotland became one of the commercial, intellectual and industrial 
powerhouses of Europe.  
 
Edinburgh, the country's capital and second largest city, is one of Europe's largest financial 
centers. Scotland's largest city is Glasgow, which was once one of the world's leading 
industrial metropolises. 
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1.2.  Physical geography  
Scotland is part of the United Kingdom, occupying the northern third of the island of Great 
Britain, it shares a border with England to the south and is bounded by the North Sea to 
the east, the Atlantic Ocean to the north and west, and the North Channel and Irish Sea to 
the southwest. In addition to the mainland, Scotland consists of over 790 islands including 
the Northern Isles and the Hebrides.  
 

Map 3: Physical Geography of Scotland 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Some interesting figures related to Scotland's physical features and geography, such as 
details on the major Scottish rivers, the highest mountains and the largest fresh water 
lakes (lochs) in Scotland are included in the table 1.  

Table1: Data on geography of Scotland 

Total Area 77,925 sq km  

Highest Mountain Ben Nevis 1344m 

Other Mountains Ben Macdui 1309m  
Braeriach 1296m  

Largest Loch Loch Lomond 56 sq km 

Other Lochs Loch Ness 56 sqkm  
Loch Awe 38 sqkm  

Longest River River Tay 193km 

Other Major Rivers River Spey 172km 
River Clyde 171km 

Islands 800 (130 inhabited) 

Coastline Approx. 10,000km with 3,900km mainland coast 
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The climate of Scotland is temperate and oceanic, and tends to be very changeable. It is 
warmed by the Gulf Stream from the Atlantic, and as such has mild winters. 
 
Fauna and Flora: 

Scotland's wildlife is typical of the north west of Europe. There are important populations of 
seals and internationally significant nesting grounds for a variety of seabirds such as 
Gannets. The Golden Eagle is something of a national icon.  
 
The flora of the country is varied incorporating both deciduous and coniferous woodland 
and moorland and tundra species. 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

The golden Eagle 

 

1.3.  Demography of Scotland 
Scotland covers an area of 77,925km² or 30,341mi²(UK 241.930 km²) and has 32 council 
areas as presented in table 2 below. Total Scottish population is 5,094,000 (UK 
58,837,000), giving it a population density of 64 inhabitants per square kilometer 
(166/sq mi). Around 70% of the country's population lives in the Central Lowlands. The 
Highlands of Scotland have the lowest population density at 8 inhabitants per square 
kilometer (21/sq mi). The City of Glasgow has the highest population density at 
3,292 inhabitants per square kilometer (8,526/sq mi). 

 

 

 



Policy Department B: Structural and Cohesion Policies 
____________________________________________________________________________________________ 
 

 10

Map 4: Council areas in Scotland 

 

 

 
 

 

 

 

 

 

 

 

 

Table 2: List of council areas of Scotland (ordered by population). 

Rank   Council area   Population   Rank Council area   Population   
 1 City of Glasgow 581,900 17 South Ayrshire 111,700 
 2 City of Edinburgh 468,100 18 Scottish Borders 111,400 
 3 Fife 360,500 19 Angus 109,900 
 4 North Lanarkshire 324,700 20 East Dunbartonshire 104,900 
 5 South Lanarkshire 309,500 21 East Lothian 94,400 
 6 Aberdeenshire 239,200 22 Argyll and Bute 91,400 
 7 Highland 217,400 23 West Dunbartonshire 91,100 
 8 City of Aberdeen 209,300 24 East Renfrewshire 89,300 
 9 Renfrewshire 169,600 25 Stirling 88,200 
 10 West Lothian 167,800 26 Moray 86,900 
 11 Falkirk 150,700 27 Inverclyde 81,100 

 12 Dumfries and 
Galloway 148,300 28 Midlothian 79,500 

 13 City of Dundee 142,200 29 Clackmannanshire 49,900 

 14 Perth and Kinross 142,100 30 Na h-Eileanan Siar 
(Western Isles) 26,300 

 15 North Ayrshire 135,800 31 Shetland Islands 22,000 
 16 East Ayrshire 119,600 32 Orkney Islands 19,900 

Source: Office for National Statistics; General Registrar Office for Scotland, 2007 
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2.  ECONOMY AND INFRASTRACTURE 
2.1.  General Information 
The economy of Scotland is closely linked with the rest of the United Kingdom and the 
wider European Economic Area. It is essentially a western style open mixed economy. 
Scotland has the third largest GDP per capita of any region in the United Kingdom after the 
South East of England and Greater London, though it is still lower than the average of the 
United Kingdom as a whole.  
 
Scotland was one of the industrial powerhouses of Europe from the time of the Industrial 
Revolution onwards. Traditionally Scottish economy has been dominated by heavy industry 
based on shipbuilding in Glasgow, coal mining and steel industries. Petroleum related 
industries associated with the extraction of North Sea oil have also been important 
employers from the 1970s, especially in the north east of Scotland. De-industrialization 
during the 1970s and 1980s saw a shift from a manufacturing focus towards a more 
service-oriented economy. Scottish economy produces from textiles and whisky to aero 
engines, buses, computer software, ships, avionics and microprocessors to banking, 
insurance, fund management and other related financial services. In common with most 
other advanced industrialized economies, Scotland has seen a decline in the importance of 
the manufacturing industries and primary-based extractive industries.  

 
Some economic statistics of Scotland are included in table 3. 
 

Table3. Scottish Economic Statistics  

AREA 
-------------------------------------------- 
Population 
Working age population 
Gross Domestic Product (GDP) 
Gross State Product per Capita  
Manufacturing  GVA 
Number of VAT registered companies 
No of large companies (250+ employs) 
Employment rate (% of adults of 
     working age) 
Unemployment rate 

People of working age claiming key       
Social Security benefits 

SCOTLAND 
--------------------------------------------- 
5,094,800 (2006 Mid-Year estimates) 
3,190,853 (  >>       >>         >>    )  
78,504 £ millions (2004)  
15,523     >>         >> 
12,450     >>         >>    
127,280 (2004) 
   2,240     >> 
74.9%(October 2005-September 2006) 
   
  3.2%  (August 2006) 

17.7 %  (     >>       ) 

 

In 2006, the Gross Domestic Product (GDP) of Scotland (excluding oil and gas production 
from 'Scottish' waters) increased at a level of over £86 billion, giving a per capita GDP of 
£16,900. 
 
Tourism is widely recognized as a key contributor to the Scottish economy. A briefing 
published in 2002 by the Scottish Parliament Information Centre, (SPIC), stated that 
tourism accounted for up to 5% of GDP and 7.5% of employment. 
 
The total average demand for some groups of commodities is presented in the chart 1. 
Agricultural and Fisheries products are forth in demand. Highest total average demand is 
noticed for mining, energy, transport and financial commodities. Constructions and 
manufacturing follow. 
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Chart 1: Demand for commodities, 2004 

 
 

Edinburgh is the financial services centre of Scotland and the sixth largest financial centre 
in Europe in terms of funds under management, behind London, Paris, Frankfurt, Zurich 
and Amsterdam, with many large finance firms based there, including the Royal Bank of 
Scotland (the second largest bank in Europe).  
 
The British Pound Sterling is the official currency of Scotland, and the central bank of the 
UK is the Bank of England which retains responsibility for the monetary policy of the whole 
of the United Kingdom. 
 
2.2.  Trade 
In 2005, total Scottish exports (excluding intra-UK trade) were provisionally estimated to 
be £17.5 billion, of which 70% (£12.2 billion) were attributable to manufacturing. 
Scotland's primary exports include whisky, electronics and financial services. The United 
States, the Netherlands, Germany, France and Spain constitute the country's major export 
markets.  
 
The latest Global Connections Survey shows that exports from the Scottish food and drink 
sector stood at approximately £3,855 million in 2006, accounting for 19% of all Scottish 
exports. Exports in the sector are dominated by manufacture of food and drink, of which 
the whisky industry is estimated to have exported around £3,300 million in 2006, 
accounting for 86% of total food and drink sector exports and 16% of all Scottish exports. 
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3.  AGRICULTURE 
Agriculture is an important sector of the Scottish economy. The vast majority of land in 
Scotland is under agricultural production and the sector is responsible for much of 
Scotland's food exports. In rural areas the industry creates many economic, environmental 
and social benefits, with a large number of people directly employed in agricultural 
activities. 
 
Agriculture in Scotland employs around 8 % of the workforce of the rural regions and 
contributes to around 1.3% of the GVA. In terms of numbers the estimates indicate that 
around 68,000 people are directly employed or self-employed in agriculture while around 
200,000 people are related to a variety of activities related to agriculture.  
 

 

Some three-quarters of Scotland's total land area is 
agricultural, with 86% of that classified as Less Favoured 
Areas of which the majority is hill and upland grazing 
suitable only for sheep and cattle breeding and rearing. On 
average, Scottish farms are much larger in area than 
elsewhere in the United Kingdom or the rest of the 
European Community (Table 4). In the Highlands and 
Islands there are also many relatively small crofts which are 
farmed on a part-time basis, but which form the core of 
rural communities and are invaluable in conserving 
outstanding wildlife habitats.  

Table 4: Rural Scotland Average Farm Size 
 

Country                                           Area (hectares) 

Scotland        123 

United Kingdom                                77         

European Union                           14   

 

Some more facts pertaining to agriculture in Scotland is summarized below: 

• Agriculture contributes the annual gross output of around £1,800 million;  

• In Higlands and Islands, around 10% of the workforce are engaged in agriculture; and  

• Livestock and livestock products contribute around 70% of the output;  

The main agricultural products of Scotland are: Wheat, Barley, Oat, Potatoes, Cattle, 
Sheep, Pigs, Poultry meat, Milk, Wool, and Eggs. 
 
The Scottish Government is committed to supporting rural life, rural communities and the 
rural economy. An important part of this agenda is its support of Scotland's livestock and 
livestock products industries. Grazing land comprises over 79% of the total agricultural 
land in Scotland (2006 Agricultural Census), and approximately 47% of holdings in 
Scotland are involved in livestock farming. Approximately 18% of all cattle and 22% of 
sheep in the UK are in Scotland (Economic Report on Scottish Agriculture 2006). As a result 
the livestock and livestock products industry has a big impact on rural development in 
Scotland.  
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The percentage of the contribution of the Scottish agriculture to the GVA is the second 
compared to the other parts of UK and the agricultural employment in Scotland is third as a 
percentage to the total employment (Chart 2) 

Chart 2: Agriculture in the economy (2007) 

  

Source: Scottish Government, Rural Environment Research and Analysis Directorate 

 

3.1.  Outputs from Scottish farms 
The value of gross output has increased by £187.3 million (8.8 per cent) in 2008. This is 
primarily due to increases in output values for cereals, finished cattle and other livestock 
products (milk and eggs). 
 

3.2.  Input costs  
Gross input costs (GIC) increased in 2008 by £216.6 million (16.7 per cent). 
 
The rise in input costs is attributable to three main areas; (i) increases in fertilisers costs of 
£72.1 million (a rise of 50.5 per cent); (ii) higher feedstuff costs, up by £69.9 million (a 
rise of 18.5 per cent) and increases in fuel and oil costs of £37.1 million (a rise of 48.7 per 
cent).  
 
Higher crop areas also contributed to increases in the cost of seeds of £8.7 million (16.2 
per cent) and crop protection costs rose by £9.8 million (17.4 per cent).  
 
Other Costs faced by Scottish Farmers 

The value of interest payments on bank advances and other loans decreased in 2008 by 
£17.6 million (13.6 per cent) reflecting decreases in interest rates during 2008. 
 
Hired labour costs increased in 2008 by £13.6 million (4.8 per cent). 
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3.3.  Payments and Subsidies 
The total level of decoupled payments and subsidies in 2008 was £551.2 million, an 
increase of £10.4 million (1.9 per cent) on the 2007 estimate of £540.9 million. 
 
The Single Farm Payment (SFP) was valued at £431.4 million, an increase of £37.7 million 
(9.6 per cent) on 2007 levels, which was due to a more favourable exchange rate in 2008 
(as SFP is initially valued in Euros). It should be noted that in 2008 a higher rate of overall 
modulation (12.4 per cent) was applied than in 2007 (9.3 per cent).  
 
In 2008, a reduction of £20.5 million is shown in other subsidies. This is due to a one-off 
support payment for the sheep sector that was made in 2007 (£20.5m) in order to counter 
the effects of Foot and Mouth restrictions. A reduction of £7.8 million in 2008 also appears 
in other agri-environment schemes, which reflects reductions in the Rural Stewardship 
Scheme. 
 

3.4.  Income from Farming in Scotland 
The average Net Farm Income (NFI) per farm, by farm type in Scotland, for the years 
2006/07 and 2007/08, is shown in the table 5 below. 
 

Table 5: NFI (Net Farm Income) results by farm type between 2006-07 and 2007-08 

 Average NFI £/farm   

Farm Type 2006-07 2007-08 change 

Specialist Cereals £20,800 £45,200 +£24,500 

General Cropping £43,100 £58,000 +£14,900 

Dairy £32,700 £52,700 +£20,000 

LFA: Specialist Sheep £1,900 £11,900 +£9,900 

LFA: Specialist Beef £14,100 £17,100 +£3,000 

LFA Mixed Cattle and Sheep £12,700 £18,400 +£5,700 

Lowground Cattle & Sheep £24,000 £21,800 -£2,200 

Mixed £20,800 £24,600 +£3,800 

All Farm Types £19,800 £29,800 +£10,000 

 
Overall, NFI increased between 2006-07 and 2007-08 in all farm types other than Low 
ground Cattle and Sheep. The large increase for Specialist Cereal and General Cropping 
farms was primarily due to increases in the value of cereal output, reflecting high cereal 
prices during 2007-08, which more than offset corresponding increases in input costs. 

Dairy farms experienced a large increase in NFI, as the value of milk output more than 
offset corresponding increases in animal feed, labour, livestock expenses and other input 
costs. 

The increase in NFI for the Less Favoured Areas (LFA) Specialist Sheep farms is primarily 
due to an increase in grants and subsidies but is also partly due to a decrease in input 
costs, such as labour. Higher grants and subsidies were the primary cause of increases in 
NFI for LFA Specialist Beef and LFA Mixed Cattle and Sheep farms. LFA Mixed Cattle and 
Sheep also increased crop and livestock output. 
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Finally the NFI increase for mixed farms was primarily due to increases in output values of 
cereals. 
The total income from farming (TIFF) and other payments and subsidies during the period 
1998-2007 is shown in the chart 3 below. 
 

Chart 3: Total Income from Farming (TIFF) & Other Payments and Subsidies 
1998-2007 in real terms (2007 prices) 

 

Source: Scottish Government, Rural Environment Research and Analysis Directorate 

3.5.  Focus on Food and Drink Sector in Scotland  
Scotland's food and drink industry was identified in the Government Economic Strategy 
(GES) as one of the key sectors in which Scotland can build on existing comparative 
advantage and increase productivity and growth. The GES defines the Scottish food and 
drink industry as spanning the activities of agriculture, fishing and food and drink 
manufacturing. Within the manufacturing sector, in 2006, the top industry contributors in 
terms of GVA were food and drink industry (22%, £3.0 billion) as it is indicated in Chart 4. 
 

Chart 4: Shares of Gross Value Added in manufacturing sector 

 
Source: National Statistics, Annual Business Inquiry (Compiled by Scottish Government), 2006 
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Food and drink accounted for just 1.5 per cent, or £8.9 million worth of Scottish business 
expenditure on research and development in 2006. For food and drink manufacturing 
alone, output fell by 1.5 per cent in 2008 Q2, but grew by 3.2 per cent in the latest four 
quarters compared to the previous four quarters (Chart 5). 

 
Chart5: GDP Index, 1998-2008,Q2 

 
Source: Scottish Quarterly GDP Index, 2008 Q2 (2004=100) 

 
In 2008, there were approximately 19,360 businesses, 13 per cent of all registered Scottish 
businesses, operating in the food and drink sector according to the Inter-Departmental 
Business Register (IDBR). Of these enterprises, 86 per cent operated in the agriculture sub-
sector. The fishing and food and drink manufacturing sub-sectors accounted for 10 per cent 
and 4 per cent of enterprises respectively in 2008. Virtually all enterprises in the agriculture 
(99.9 per cent) and fishing (99.5 per cent) sub-sectors are small, with less than 50 
employees. Small enterprises account for a lesser proportion of the food and drink 
manufacturing sub-sector, accounting for 80 per cent of businesses. (Chart 6) 
 

Chart 6: Enterprises by sub-sector, 2008 

 

Source: Inter-Departmental Business Register, 
2008 

Chart 7: Employment by sub-sector, 
2007 

 

Source: Labour Force Survey, 2007 (Jan-
Dec) 
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Data from the Labour Force Survey shows that in 2007 total employment in the food and 
drink industry stood at 87,400, accounting for around 3.5 per cent of total Scottish 
employment. Employment in the food and drink manufacturing sub-sector stood at 42,300 
in 2007, accounting for almost half of employment in the sector. Employment in the 
agriculture sub-sector accounted for a similar proportion of jobs in the overall sector at 43 
per cent (37,900 jobs), whilst the fishing sub-sector accounted for only 8 per cent of jobs 
(7,300 jobs), (Chart 7). 

Self-employment in the food and drink sector accounted for 27 per cent of employment, at 
23,400 jobs. Self-employment in the agriculture and fishing sub-sectors accounted for a 
significant proportion of jobs at 50 per cent and 48 per cent respectively. 

Employment in the food and drink sector has decreased substantially over the period 1998 
to 2007, falling by 22 per cent overall. This was driven by manufacturing activity which saw 
a decline of 39 per cent in employment since 1998. Conversely, employment in agriculture 
increased over the period, rising by 11 per cent on its 1998 level. 

The food and drink sector impacts upon other sectors of the Scottish economy through the 
purchases and sales it makes. The 2004 Input-Output tables show that in addition to the 
employment in the food and drink sector, there were a further 33,309 full time equivalent ( 
FTE) jobs related to purchases by the food and drink sector.  

 

3.6.  The Common Agricultural Policy - Options adopted in Scotland. 

The aim of the implementation of the Common Agricultural Policy is to promote a market-
focussed, sustainable agricultural system in Scotland, as it is the target throughout Europe. 

Following an extensive consultation process it was decided to be adopted the following: 

• To fully decouple all the existing direct payments within SFP from production.  

• To calculate the SFP on an 'historic payments' basis.  

• To make use of a 'beef national envelope' (Scottish Beef Calf Scheme)  

Farmers and crofters are eligible for the Single Farm Payment Scheme if they received 
payments under any of the direct support schemes in any of the calendar years 2000, 2001 
and/or 2002. 

The SFP is the average historic farming activity in the reference period (2000 to 2002) 
multiplied by rates specified in Council Regulation (EC) 1782/2003, then divided by three. 
This value is called a Payment Entitlement. The number of entitlements equals the number 
of hectares in the reference period. The scheme year follows the calendar year: the first 
year ran from 1 January 2005 to 31 December 2005. 

3.7.  Supporting Quality  Products 

Some two-thirds of the output of the Scottish food and drink industry (excluding whisky 
and other alcoholic drinks) is sold outside Scotland, and a substantial part of it outside the 
United Kingdom. Recognising the increasing challenges and opportunities for Scottish 
agriculture in this highly competitive market, the Scottish Government have introduced a 
range of measures to encourage food marketing strategies. The food industry in Scotland 
has made good use of the incentives for investment available through processing and 
marketing grants from the European Community to strengthen its market position and 
develop new products. Support is also available through grants to producer groups and 
others under the Marketing Development Scheme.  
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One of Scotland's advantages in marketing its produce is its reputation for an unspoilt 
natural environment and high quality husbandry. The major retail outlets are placing 
increased emphasis on quality products in response to consumer demand. Scottish Quality 
Farm Assurance, developed by the National Farmers' Union in Scotland with support from 
the Government, has an important role to play. A number of quality schemes for Scottish 
farmed produce have been established in recent years and the new Scottish Food Quality 
Certification Ltd will provide a focus for future developments.  

3.8.  Organic farming 
Scotland is working towards promoting and developing a sustainable and viable organic 
farming, that ensure a strong contribution to the environmental management of Scotland's 
agricultural land and resources. In this direction it works closely with the organic sector 
through the Organic Stakeholders Group (OSG) to achieve this vision. The Stakeholder 
Group played a key role in the delivery of the Organic Action Plan of Scotland.  
 
 

Table 6: Organic and In-conversion Land in the UK (Jan 2008), (1) 

 In conversion Organic Total(ha) % of total 
agricultural area 

England 
Wales 
Scotland 
Northern Ireland 

89,037 
30,908 
34,759 
3,188 

258,744 
65,127 
193,133 
7,299 

347,781 
96,035 
227,892 
10,488 

3,7 
6,4 
4,1 
1,0 

 
UK 157,893 524,303 682,196 3,9 

Source DERFA: Department for Environment Food and Rural Areas. 
(1) Excludes common grazing land 

 
 
Up until 2002, there was a marked increase in the area covered by the Organic Aid Scheme 
but this has declined since then. Until recently, the bulk of the increase has involved rough 
grazing (Chart 8); however, the Organic Aid Scheme is now targeted more towards 
attracting the conversion of arable land, where the environmental benefits of converting to 
organic land are greater (Table 6). 
 
There are several serious impediments to the development of the Scottish organic sector: 
the market and infrastructure is fragmented, with persistent problems of continuity, quality 
and volume of supply – leading to seasonal gluts and shortages. As a result, some 
products, such as summer vegetables and lamb, are sold as conventional, and retailers are 
reluctant to feature them in organic lines. 
 
The need for an action plan is widely recognised – including by several of the largest 
retailers. The Co-operative Group has stated an action plan to boost confidence in the 
organic sector and to ensure the organic sector has long term financial support. 
 
The main source of financial assistance for organic production in Scotland is the Organic Aid 
Scheme (OAS), part of the Scottish Rural Development Plan.  
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Chart 8: Number of hectares covered by the Organic Aid Scheme 

 
Source: Scottish Food &Drink Consultancy 

 

3.9.  Rural Development Programme 2007-2013 (SRDP) 

The Scotland Rural Development Programme (SRDP) is a £1.6 billion programme of 
economic, environmental and social measures designed to develop rural Scotland over the 
next few years, to 2013. The Scottish government has adopted a strategy which promotes 
the sustainability and profitability of the farming industry and of the wider rural 
communities. This strategy helps the industry to embrace Common Agricultural Policy 
(CAP) reform, encourages the organic sector and helps to ensure responsible stewardship 
of the land. 

 
Strategic Priorities for Rural Development in Scotland  

The Rural Development Strategy for the period 2007-2013 will be developed and 
implemented in the wider context of policy meeting the needs of rural areas requires 
concerted action from a wide range of agencies, stakeholders and practitioners.  

 
Themes for the Strategy 

EU guidelines require the National Strategic Plan to set out an approach to each Axis. 
Building on the strategic priorities it is proposed that the Rural Development Strategy for 
Scotland to be structured around three themes that reflect the EU axes, but which address 
priorities and challenges facing rural Scotland. These themes should be linked to a series of 
outcomes for rural areas, and that a series of priority actions be identified to achieve these 
outcomes. The three themes for the strategy are: 

Theme 1: Underpinning performance and quality in the agriculture, food processing and 
forestry sectors. 

Theme 2: Enhancing rural landscapes and the natural heritage. 

Theme 3: Promoting a more diverse rural economy and thriving rural communities. 
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The following cross-cutting principles guide the approach to the strategy and the 
Programme itself: 

• an integrated approach to policy delivery that combines economic, social and 
environmental actions;  

• flexibility to meet diversity and local distinctiveness across rural Scotland; and,  

• promotion of sustainability, resilience and vigour in the rural economy, communities 
and natural heritage. 

 

Theme 1: Underpinning performance and quality in the agriculture, food 
processing and forestry sectors. 

Challenges and opportunities: Farming and forestry retain a significant role in the rural 
economy of Scotland. Both industries face major challenges in maintaining profitability in 
highly competitive international markets while meeting growing expectations by society 
about the role of land-use in the countryside. The food and drink industry is one of 
Scotland's strengths and has internationally renowned products. A major challenge is to 
develop further opportunities for the processing and marketing of Scottish products. 
Producers and consumers have a key role in ensuring that land-based products and 
services respect the natural and cultural environment. The high quality of Scotland's 
natural heritage provides proven market opportunities for distinctive, quality products. The 
health and welfare of Scottish livestock are also key factors in such success. 
Entrepreneurship, co-operation and innovation will be critical in securing prosperous 
farming, food and forestry industries that embrace market opportunities. 

The EU Strategic Guidelines for Rural Development state that the resources devoted to Axis 
1 should contribute to the following priority areas; "knowledge transfer, modernisation, 
innovation and quality in the food chain, and priority sectors for investment in physical and 
human capital". Priorities are to: 

a. Enhance the competitive performance of producers by 

• supporting adaptation to the changing regime of support for the land-based sector 
and to more competition in the market place;  

• providing investment support, advice and training to businesses to help them meet 
the challenges facing this sector in a sustainable way;  

• supporting farmer groups, co-operation and knowledge sharing, including the use of 
monitor farms;  

• encouraging proactive animal health and welfare measures to reduce production 
costs; and,  

• supporting innovation and competitiveness in forestry, including co-operation, 
knowledge sharing and joint marketing. 

b. Develop market focus by 

• enabling businesses to respond effectively to changing demands;  

• Enhancing the Scottish reputation for quality food, drink and rural products, 
including the development of local/niche brands;  

• ensuring that the agri-food chain focuses on meeting the needs of the market for 
quality products;  

• developing product quality based on the traditional strengths of Scottish produce; 
and,  
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• encouraging and supporting the development of biomass and markets for energy 
crops. 

c. Add value and improve supply chain linkages by 

• facilitating collaboration and integration across the supply chain to enable the agri-
food sector to develop efficiently and effectively; and,  

• increasing the proportion of Scottish products that are processed in Scotland. 

• d. Improve the performance of processors by 

• investing in the development of an efficient, innovative processing sector that is able 
to adapt quickly and provide quality Scottish-grown food and forestry products into 
the market place. 

e. Promote an environmentally sustainable industry by 

• targeting capital investment to mitigate farm pollution and secure environmental 
improvement;  

• developing products that reflect the high quality of the natural and cultural heritage; 
and,  

• supporting the production of feedstock for renewable energy production. 

 

Theme 2: Enhancing rural landscapes and the natural heritage 

Challenges and Opportunities: The major challenges to meet over the coming years are to 
develop and integrate approaches to land management that maintain and enhance the 
quality of the natural heritage and meet animal health and welfare standards. International 
commitments should be met including halting biodiversity loss as part of the EU Habitats 
Directive, implementing the EU Water Framework Directive and contributing to UK 
commitments under the Kyoto climate change agreement (and associated commitments 
under the Scottish Climate Change Programme). 

Scotland's natural resources are key assets. They provide an infrastructure for rural 
development that we must sustain. Scotland's biodiversity and landscape are main drivers 
behind a  successful and growing tourism industry. Priorities are to: 

a. Maintain traditional agricultural landscapes in less favoured areas by 

• ensuring continued use of land for agriculture and crofting;  

• monitoring and promoting sustainable farming systems; and,  

• encouraging livestock and cultivation practices that conserve soils as landscape and 
conservation assets, and that encourage high standards in animal health and 
welfare. 

b. Protect and enhance wildlife/biodiversity by 

• supporting and developing high nature value farming, crofting and forestry, and 
other environmentally friendly land-use practices such as organic farming;  

• achieving and maintaining favourable condition of designated sites (Natura, Ramsar) 
and undertaking targeted actions elsewhere (particularly Biodiversity Action Plan 
priorities);  

• improving habitat networks among designated sites and in the wider countryside; 
and,  

• addressing threats to biodiversity from climate change and invasive non-native 
species. 
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c. Promote sustainable forest management by 

• enhancing management of woodlands for biodiversity, landscape and other 
environmental objectives in accordance with the UK Forestry Standard; and,  

• supporting the multifunctional role of forestry through its integration with other 
land-uses. 

d. Reduce water pollution, support good quality water and achieve effective management of 
water resources in and around Scotland by 

• reducing diffuse pollution from agriculture and forestry, and achieving and 
maintaining water quality in accordance with the Water Framework Directive, 
Bathing Waters Directive and Nitrates Directive; and,  

• using natural systems and appropriate land management practices (soft engineering 
techniques) as means of achieving sustainable flood management. 

e. Tackling climate change and meeting relevant international and UK commitments on air 
quality by 

• reducing gaseous emissions from the management and use of rural land in ways 
which have an impact on climate change and air quality;  

• enhancing the significant role played by carbon sinks in Scotland ( e.g. woodland 
planting);  

• conserving soil organic matter and encouraging targeted fertiliser applications to 
reduce emissions to air in addition to climate change mitigation; and,  

• adapting to the impacts of climate change, considering the effects on flood risk and 
biodiversity in particular. 

f. Safeguard and enhance landscapes and the historic environment by 

• conserving and enhancing the distinct identity, the diverse character and special 
qualities of Scotland's landscapes; and, 

• safeguarding and enhancing the distinct cultural and historic identity of each area, 
as represented by its significant sites, ancient woodlands, monuments and rural 
buildings ("heritage assets"). 

 
Theme 3 Promoting a more diverse rural economy and thriving rural communities 

Challenges and Opportunities: Creating the right conditions for rural businesses and 
communities to flourish is a major challenge. Accessible areas benefit from economic 
opportunities provided by their proximity to Scotland's towns and cities. Remote areas - 
especially in the uplands and islands - face difficulties in stimulating locally-driven business 
activity, attracting inward investment and supplying distant markets. Many areas are 
sparsely populated and do not enjoy levels of access to service provision found elsewhere 
in Scotland. Major tasks exist in building capacity in local communities to remove barriers 
to development and in adding value locally. At the same time, the high quality of the 
landscapes and natural resources across rural Scotland offer significant opportunities in the 
food and drink and tourism sector and provide attractive environments in which to live and 
work. Recent land reform legislation has increased the potential for local communities to 
engage in development opportunities and develop effective approaches to locally based 
activity. Priorities are to: 

a. Achieve a thriving and growing business community by 

• increasing collaboration and integration between land-based and other businesses;  

• supporting innovative diversification of land-based businesses;  
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• adding value to rural goods and services, including those in the primary (agriculture, 
forestry), manufacturing and processing, and tourism sectors; and,  

• supporting activities that strengthen the value and duration of the tourism season, 
including support for craft activities. 

b. Promote public access and understanding of the countryside by 

• increasing people's quality of life through participation in and enjoyment of access to 
the countryside;  

• encouraging land managers to deliver, individually and collectively, outdoor access 
and community involvement opportunities integrated with their other land 
management operations;  

• raising awareness, respect and understanding of our countryside, food, farming and 
forestry through "first hand" experience; and,  

• using environmental heritage assets and the historic environment sustainably to 
promote appropriate economic, recreational and educational objectives. 

c. Building capacity in rural communities by 

• addressing gaps in skills provision and non-mainstream training, complementing the 
work of local enterprise agencies; and,  

• establishing and/or expanding community-led initiatives including building capacity 
within local groups and structures, including essential skills for group management. 

d. Develop the social and environmental performance of rural businesses by 

• development and increased local use of renewable energy, e.g. wood fuel;  

• resource and waste management improvements;  

• more targeted research and development with improved dissemination and transfer 
of information; and,  

• encouraging the development of products and activities that make sustainable use 
of natural resources, including new energy production methods and using local 
ecology, habitats, biodiversity and the historic environment as tourism attractions. 

e. Supporting rural services and infrastructure by 

• improving the physical environment of villages and conserving the rural heritage;  

• local scale provision of affordable housing; and,  

• developing improvements in storage and distribution to local markets. 

 
Balance between the themes 

Each of the themes described above is critical to achieving an integrated approach to 
development that generates benefits for the rural environment, local communities and the 
economy. Inter-theme working and implementation of the LEADER approach is a significant 
part of the new SRDP. However, it is necessary to allocate a greater proportion of funding 
to Theme 2 in order to honour existing commitments and to reflect the critical role of land 
managers in the quality of the countryside and environment. 

Approximately equal weight is attached to Themes 1 and 3. Actions under Theme 1 tackle 
important tasks set out for the agriculture, forestry and agrifood sectors, including those 
identified in their respective strategies. A fundamental objective under Theme 1 is to 
enhance farm competitiveness while respecting the use of natural resources. Theme 3 
addresses broader rural development issues affecting rural communities, and impinges on 
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the attractiveness of rural environments as places to live and work and the ability of such 
communities to be dynamic and prosperous. 

It is important to note that many measures in the Programme will be contributed to more 
than one theme. Therefore, although measures are allocated to a particular theme, they 
may contribute to objectives across other themes. 

 
The LEADER approach in the new Programme 

LEADER is a bottom-up, community based approach to rural development that allows local 
partnerships to identify their needs and channel support for suitable projects proposed in 
the local area. Innovation, new ideas, co-operation and capacity-building are the central 
principles behind the LEADER approach, as is improving local governance. 

LEADER ceases to operate as a separate Structural Fund programme from the beginning of 
2007. It is an integrated component of the new SRDP and the LEADER approach can be 
applied to any of the three axes of rural development. 

A locally driven approach is adopted in which innovation is a fundamental principle in the 
allocation of LEADER grants. LEADER is a cross-cutting Axis and, therefore, has potential to 
contribute to outcomes and priorities across the three themes. 
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