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Executive Summary

Scotland needs an agricultural industry that can
produce food sustainably while helping to
address the climate and nature emergencies.
Agriculture covers around 70% of Scotland’s
land and plays a critical role in food security,
rural economies and communities, biodiversity,
and climate outcomes. Farmers and crofters are
therefore central to delivering many of
Scotland’s most important national priorities.

The Scottish Government currently provides
around £677 million per year in public support
to agriculture. This level of investment reflects
the importance of farming and crofting, but it
also raises a fundamental question: is this public
money being spent in the most effective way to
deliver food production, environmental
outcomes and value for money? This report
suggests that it isn't and calls for a major rethink
of current Scottish farming policy and funding
decisions.

The problem: the wrong tools for
today’s challenges

The current agricultural support framework is
not fit for purpose in the context of the climate
and nature emergencies. Although Scottish
Governments have acknowledged these
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emergencies and the role agriculture must play
in addressing them, policy and funding choices
have not kept up.

The current system largely carries over the
structure of the EU’s 2014-2020 Common
Agricultural Policy, designed more than a decade
ago. It is dominated by direct payments, which
account for around 80% of the total budget,
primarily as area-based income support. While
these payments have helped provide short-term
stability for the sector, they suffer from major
weaknesses:

» They are poorly targeted, both in terms of
need and outcomes.

They are distributed unequally, with the
majority of funding flowing to larger farms
with better-quality land.

They are delivered through a top-down,
prescriptive system, which disempowers
farmers and crofters, fostering fear of penalties
rather than partnership.

They deliver limited environmental benefits,
while sometimes actively discouraging positive
action for nature and climate.

They do little to reduce dependency on
ongoing support, with most farms reliant on
support to remain profitable.
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Meanwhile, the parts of the framework that are
proven to deliver better outcomes, such as the
Agri-Environment Climate Scheme (AECS) and
advice, knowledge exchange and training, are
severely underfunded. For example, only 3.8% of
the total budget is currently allocated to AECS.

A better way forward: reform, not
removal, of support

The report argues strongly for continued public
investment in farming and crofting, but for that
investment to be spent differently. Farmers and
crofters are not the problem; the policy
framework is.

The proposed alternative approach is built on
four core principles:

1. Farmers and crofters as partners in delivery
Support should empower land managers as
active partners in delivering public outcomes,
not treat them as passive recipients of
prescriptive rules.

2. Spending the budget on all outcomes,
not just stability
Direct payments should play a smaller,
better-targeted role as income support,
freeing up funding for schemes that directly
deliver nature, climate and resilience
outcomes. The government must invest in the
right tools. Much greater investment is
needed in:

» Non-competitive nature and climate
schemes accessible to all farmers

» A strengthened, better funded agri-
environment scheme for targeted action

» Capital grants for climate and nature
investment

» Advisory services, training, knowledge
exchange and peer-to-peer learning

3. Clear direction and managed transition
Reform should be phased and transparent,
with multi-year policy frameworks to provide
certainty and allow farmers to plan ahead,
avoiding sudden disruption.

4. The farming budget needs to increase
Farming and crofting can deliver against
government objectives but need and can
justify additional government support under
a reformed policy framework.

Key reform proposals
The report recommends:

» Rebalancing the four-tier framework so that
less funding is tied up in Tier 1 direct payments
and more is allocated to Tiers 2, 3 and 4.
Retaining some income support, but making it
fairer, more targeted and less dominant.

 Introducing a Nature and Climate Friendly
Farming Scheme that rewards a wide range of
positive actions through flexible, non-
competitive payments.

» Redesigning Less Favoured Area Support to
explicitly reward High Nature Value farming
and crofting.

» Expanding agri-environment funding,
including outcome-based approaches.

« Making advice and training (Tier 4) the engine
room of change, not a marginal afterthought.

Scottish agricultural policy requires a rethink.
The current system delivers some stability, but
at the cost of under-delivering for nature,
climate, farmers and taxpayers. With public
finances under pressure, it is essential that farm
support demonstrates clear public value.

A reformed approach, focused on partnership,
flexibility and outcomes, would better support
farmers and crofters and help Scotland meet its
food, climate and biodiversity goals, such as the
soon to be created legally-binding nature
restoration targets, as required under the Natural
Environment (Scotland) Act 2026.

The report calls for a more open, inclusive public
debate and a shared commitment to getting
agricultural policy right for the long-term.

Introduction

We need agriculture and we need sustainable
food production in Scotland. Over the last
decade, climate impacts, geopolitical events and
supply chain disruptions have affected domestic
and global food production. Scottish agriculture
is therefore vitally important and Scottish
farmers and crofters have an important role to
play in producing healthy, sustainable, high-
quality food.

At the same time, we face a nature and climate
emergency, and farmers, crofters and other land
managers can help reverse biodiversity loss,
reduce greenhouse gas emissions and adapt to
climate change. This means that farmers and
crofters are being asked to deliver a great deal.
They are being asked to produce food while also
delivering climate mitigation and adaptation,
nature restoration and wider public goods.

This is a demanding agenda, and it would be
unfair and unrealistic to expect farmers and
crofters to face these challenges alone. These
challenges cannot be met without effective,
well-designed public policy and investment.
The government has a pivotal role in helping the
agricultural industry deliver all the outcomes we
want to see.

At present, the Scottish Government supports
farmers and crofters financially with £677 million
of public money being provided to the industry
each year'. This funding is very influential in
shaping farming practice, and should be an
important tool in helping the industry change
and adapt.

In the context of the big environmental
challenges we face, a key question that arises,
and which is the focus of this report, is whether
current farming policy and investment is fit for
purpose. We think that it is not and that the
policy and funding could work much better for
farmers, for nature and for the climate.

The current farm support framework is effectively
carried over from the European Union's 2014-20
Common Agricultural Policy (and was therefore

developed in 2011-13) and is consequently not
focused on our immediate challenges. While
there is now a broad vision for agriculture and
changes to the policy are being made, the
changes being introduced are minor and
delayed. It is a policy framework that does not
adequately respond to the size of the challenges
we face.

This report explores some of the deficiencies of
the existing approach to farm policy and funding
and suggests a different way forward. This focus
on policy and funding is important. Where this
report is critical, it is critical of agricultural policy
and funding, not farmers and farming. We know
that farmers and crofters are working hard
producing food and other products, and we
know that many are doing their best to help
nature and reduce emissions. The case we
present here is that the policy and the funding is
not helping them in the best way possible.

We start by outlining the existing framework of
farm support funding and drawing attention to
the many drawbacks of this approach. We
suggest that although the current framework,
with its emphasis on direct payments, supports
the stability of the farming industry, it fails to
deliver meaningfully on other, especially
environmental, outcomes. It locks farmers and
crofters into a system of dependency on
ongoing and inequitable payments at the same
time as under-funding key mechanisms that
could help deliver better outcomes, such as the
Agri-Environment Climate Scheme, and advice
and training.

The report then sets out an alternative approach
that aims to better support farmers, crofters and
other land managers whilst also delivering the
best possible outcomes for nature and climate.
This different approach seeks to reframe
relationships with farmers and crofters so that
they are seen as partners in delivery. It seeks to
create a framework that allows them the
flexibility they need to decide how best to
manage their businesses whilst delivering the
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outcomes society wants to see. A new approach
should empower farmers and crofters to make
demonstrable contributions to tackling societal
challenges in ways that also work for them.

This is the best justification for maintaining
public investment in the face of challenging
public finances.

Even if there is a static farming budget, the
funding should be spent differently. Money should
be moved from those funding mechanisms that
have a weak connection to policy outcomes
(direct payments) towards mechanisms that are
much more strongly connected to achieving
specific outcomes. This would deliver much better
value for public money. This means investing more
in support schemes that help farmers help nature
and reduce emissions and it means investing more
in the supporting infrastructure of advice, training
and knowledge exchange, so that the industry has
the tools to change and make a real difference.

In putting these ideas forward we hope to foster
a wider conversation about how the government
can best support farmers, crofters and other land
managers whilst also delivering the best possible
outcomes for nature and climate. From our
perspective, the current system is not working,
but we fully recognise that there is a spectrum of
views, and we do not claim to have all the
answers. This is a complex policy area and it
deserves a proper policy debate that not only
includes those that receive payments, but also
wider society.

The starting point for this debate, and a driving
idea behind this report, must be a recognition
that government support for farming is public
money. It is taxpayers’ money that the
government spends in the public interest. A key
question is: can the government improve how it
spends this public money on farming so that it
delivers better outcomes, not just for farmers but
for society as a whole? We think it can.

Farming and crofting matter

Farming and Crofting matter . Farming and CrOfting prOVide direct
employment to farmers and crofters but also
to Scotland

underpins the employment and economic
Farming and crofting are a vitally important part con.trlbutlon of wider food industry supply
of our nation: chains.

» Farming and crofting are an important part of

e Farmers and crofters produce food that e
our rural communities.

Scotland relies on every day; with the right
support, more of the food we eat could be
produced here.

Farming and crofting matter for nature

Farming and crofting cover around 70% of Scotland’s land and play a decisive role in shaping
the country’s biodiversity, landscapes and contribution to climate change. While agriculture
remains economically and socially vital, changes in farming practices over recent decades
have contributed to biodiversity loss, habitat degradation, water pollution and greenhouse
gas emissions. But, at the same time, farming and crofting are central to solving the climate
and nature emergency.

Importance for nature

Scotland remains very important in the UK, Europe and internationally for many of the
species and habitats found here and that depend on agricultural land management. At the
start of this century, Scotland held:

* Almost all of the UK'’s breeding Corncrake
e Around half of Lapwing, Oystercatcher and Curlew

¢ A third of Skylark, and 15-20% of Grey Partridge, Chough, Starling,
Linnet and Yellowhammer

Scottish farmland also supports important wintering populations of upland and migratory
birds, including geese, swans, waders and raptors.

The country retains a high proportion of High Nature Value (HNV) farming systems, notably
extensive upland livestock systems and crofting. These systems support species-rich habitats
such as the Machair in the Western Isles and breeding wader landscapes in the Northern Isles,
Caithness and Strathspey. Conditions that benefit birds also support wider biodiversity,
including soils, invertebrates, plants and mammals.
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Trends and pressures

Despite Scotland performing better than other parts of the UK for some farmland species,
declines are ongoing for many species. In the uplands, bird populations, especially waders, are
affected by multiple interacting land uses, including livestock farming, grouse moor
management, deer management, forestry and renewable energy development.

Since the 1940s, agricultural intensification has led to:

* Loss of meadows, heathlands, wetlands and peatlands

» Removal of hedgerows and woodland

e Soil degradation, water pollution and reduced carbon storage

These historic, and often ongoing, changes have reduced ecosystem resilience and increased
vulnerability to climate change.

Opportunities and solutions

Nature-friendly farming and crofting are critical to reversing biodiversity loss and supporting
climate mitigation and adaptation. Many farmers and crofters are already engaged and
concerned about environmental decline. With appropriate government support, they can
play a pivotal role in:

e Restoring habitats and soils

* Reducing agricultural emissions
¢ Enhancing climate resilience

e Supporting rural livelihoods

The future of Scotland’s biodiversity and many climate outcomes depends on maintaining and
expanding nature-friendly farming and crofting. Supporting these systems is not only an
environmental necessity, but essential for the long term resilience of agriculture itself.

Scotland’s Farm Advisory Service (FAS), lower
yields, earlier harvest dates, crop establishment
difficulties and higher cost for additional
supplementary livestock feed are some of the
impacts affecting the farming community as a

Nature and climate matter to
farming and crofting

Just as nature conservation organisations are
concerned about nature and climate, farmers
and crofters are also concerned because farming, result of climate change’.
and our food production system more widely, is
already experiencing the impacts of climate
change and nature loss.

FAS continues: ‘Scotland is going to face up to
40% drier summers and 12% wetter winters in a
high emissions scenario...There may be an east
and west divide between Scotland, where the
west and west coast will experience higher
frequency of extreme rainfall whereas the east
will experience higher frequency of droughts.’

Research from WWF Scotland highlighted that
extreme weather from 2017-2018 alone cost
Scottish farmers £161 million due to livestock
losses and lower crop yields? According to

Increased incidence of flooding, drought and
water scarcity, pest and disease outbreaks and
soil degradation are all predicted for Scotland
and the UK as a whole. As well as making farming
more difficult in practical terms, climate impacts
reduce outputs and ultimately undermine farm
profitability.

While the impact of biodiversity loss on farming
is sometimes less immediately obvious, there is
considerable cause for concern. Poor soil
management contributes to reduced soil micro-
organisms and hence soil health and fertility on
which crop and grass production depends. Many
agricultural crops rely on pollination by bee and
other insects that appear to be in decline due to
pesticide use and habitat loss. A number of
insects and species of birds helpfully predate

and reduce the impacts of other insects that
damage crops. The services provided by
biodiversity to agriculture are often unseen,
overlooked or undervalued.

Sustainable food production depends on nature
and a stable climate in which to grow crops and
rear livestock. Farming and crofting in ways that
deplete nature and contribute excessively to
greenhouse gas emissions is not a sensible, long
term business strategy. Many farmers and crofters
increasingly recognise this and the vulnerabilities
facing their livelihoods. Taking steps now to
future-proof food production and create more
resilient farming and crofting systems is the most
sensible option. Some farmers have already done
so but many more need to; there is a strong role
for public policy to aid this transition.

Farming and crofting are critical to delivering governmental objectives

The current Scottish Biodiversity Strategy sets out a clear ambition to have restored and
regenerated biodiversity across the country by 2045% This strategy explicitly references the
impact that farming has had on nature, highlighting that if we are to achieve the ambition of
the strategy, concentrated effort is required to help farmers and crofters reverse biodiversity
declines. The associated Biodiversity Delivery Plan includes actions to introduce an
agricultural support framework which delivers for nature restoration and biodiversity
alongside climate and food production outcomes®.

The Natural Environment (Scotland) Act 2026 establishes a statutory framework for
biodiversity improvement and nature restoration across Scotland and requires Ministers to
set statutory targets for biodiversity improvementé. These will be established by regulation
early in the new parliament and they are likely to relate to the condition and extent of
habitats, the status of species and the environmental conditions for nature regeneration.
Given that agriculture covers around 70% of Scotland’s land area, farming and crofting will
inevitably have a role in helping meet these targets and government policy can support

farmers and crofters in positive action.

Farming and crofting deserve
government support

Farmers and crofters find themselves at the
centre of some critically important issues.
Farming and crofting are vitally important to
food production, to rural economies and

communities and for nature and climate.
Consequently, farmers and crofters are being
asked to deliver against many different priorities.
They are being asked to produce high quality
food, reduce emissions, restore nature, adopt
new regenerative practices and diversify, all at
the same time.
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It is no wonder that many in the farming
industry feel assaulted from all sides. Everyone
seems to want farmers and crofters to do
something. This is an almost impossible position
for our farmers and crofters, and it is completely
understandable that many stick to what they
know and keep going regardless of all the
different interests pushing and pulling in
different directions.

In this context, government has an important
role. It can support the industry and lead the
way through its policy and use of public money.
Farming and crofting are so important it is right
that our government gets involved. The key
question is: how it should best do that and what
sort of support is needed? It is this government
support that is the focus of the report.

How should the government support the
agricultural industry whilst ensuring that it
changes in positive ways and helps tackle some
of the big challenges we face? Is the current
approach to supporting the agricultural industry
designed in such a way as to maximise the
positive outcomes? Is there a different way that
might deliver better outcomes?

We think that the current approach is flawed,
that there is a better way and that farmers and
crofters deserve better. The existing approach is
letting them down and failing to deliver the
outcomes we need for nature and climate.

The next section provides an outline of how
Scottish farming is currently supported before
asking whether the existing policy framework is
capable of delivering all the outcomes we want
to see.

Support for farming and
crofting in Scotland

The Scottish agricultural industry receives £677
million of public money each year, with the
majority of this going directly to farmers and
crofters’. This is no different to many countries
around the world where governments invest in
their agricultural industries. They do so for good
reasons. Scottish agriculture is supported in
order to:

» Sustain food production - Government has a
role to play in ensuring a secure supply of
food and retaining the capacity and skills
to produce food sustainably, now and in
the future.

» Ensure stability in the farming industry and
rural areas - Government supports farming
businesses in order to prevent disruptive
change that could be negative for rural areas.

« Ensure stability in supply chains and the
wider economy - Since farming businesses are
at the centre of upstream and downstream
supply chains (their suppliers and buyers),
supporting farming is a way of supporting
wider rural economies.

» Enhance the delivery of public goods - Public
goods, such as clean air and water and healthy
biodiversity, are under-delivered by the
market because the costs of environmental
bads are not factored into the price we pay for
food. Governments therefore intervene to
support the delivery of these public goods in
the public interest.

* Support change - Governments have a role in
helping support positive change on farms and
crofts, which in turn supports the profitability
and sustainability of the industry as a whole.

There are, then, strong reasons why governments
should provide financial and other support to
agriculture and the wider rural land management
sector. The key question, though, is how the
government should provide that support.

There is no single way for a government to
support its agricultural industry. Each country
makes choices in relation to the nature of their
farming industry, trading relationships and the
long path-dependency of previous policy that
shapes the choices for future policy design. This
section looks at the Scottish support framework
as it stands today.

How are farming and crofting
supported in Scotland today?

For almost 50 years, Scottish agriculture has
received substantial financial support through
the European Union’s Common Agricultural
Policy (CAP). In the early days of the CAP, the
industry was supported through a range of
market support mechanisms that guaranteed
prices for farmers. Unfortunately, this policy
resulted in perverse outcomes with over
production of certain products, so in the early
1990s there was a move away from these market
intervention mechanisms towards direct income
support for farmers.

‘Direct payments’ to farmers were introduced
based on the area of land cultivated or the
number of livestock maintained. This system of
direct payments remains the backbone of the
support regime in Scotland today because, while
Scotland has left the EU, the broad architecture
of farm support remains very similar to the
2014-20 CAP.

The support regime is, however, slowly changing.
Since the vote to leave the EU in 2016, there has
been a long process of developing post-Brexit
agricultural policy. Various groups have been
created to discuss and inform farming policy and
future direction has gradually emerged®.

11
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In 2022, the government at the time sought to
provide a direction of travel by setting out its
vision for Scottish agriculture, in which it said
that it wanted Scotland to become ‘a global
leader in sustainable and regenerative
agriculture®. This high-level aspiration was
welcome because it represented a move in a
positive direction. The Agriculture and Rural
Communities (Scotland) Act 2024 then set out
objectives for Scottish agricultural policy,
which are:

» the adoption and use of sustainable and
regenerative agricultural practices

» the production of high-quality food

e the promotion and support of agricultural
practices that protect and improve animal
health and welfare

» the facilitation of on-farm nature restoration,
climate mitigation and adaptation

» enabling rural communities to thrive"

Subsequently, the government gradually
provided details about future policy in an
Agricultural Reform Route Map, announcing that
it intended to retain direct payments as the
cornerstone of Scottish support for farmers and
crofters and that it would deliver this support
through a four-tiered framework™.

Tier 1;: Base

* Direct payments — base: This annual payment
is related to the area farmed. The government
has a set payment rate per hectare for three
‘regions’ which relate to the quality of the
land (higher rate for the better land). The
payment is then determined by the area of
the farm in each of those regions. Recipients
must adhere to some basic rules (Cross
Compliance) and they must, as result of
recent changes, start to complete a Whole
Farm Plan®.

« Other direct payments: The Scottish Upland
Sheep Support Scheme supports sheep
farmers who farm in Scotland'’s rough grazing
areas and the Scottish Suckler Beef Support

12

Scheme supports cattle producers to
maintain beef suckler herds at a level that
sustains the commercial beef industry in
Scotland. There is also support available
through the Fruit and Vegetables Aid Scheme.

« Less Favoured Area Support Scheme (LFASS):
This support scheme aims to provide income
support to farming businesses in remote and
constrained rural areas. In practice, the Less
Favoured Area covers the majority of
Scotland and the payment model is
constructed in such a way that the support
ends up being directed towards the
better land.

Tier 2: Enhanced

» Direct payments — enhanced greening: The
government is trying to improve the
environmental outcomes of direct payments
by strengthening the conditions associated
with this ‘greening’ payment. Farmers with
more than 15 ha of arable land will be
required to create Ecological Focus Areas
over 5% of their arable area. Given the
topography of Scotland and the distribution
of farming types, many farmers and crofters
do not have 15 ha of arable land and are
therefore not required to take any additional
action and will receive this part of their
payment by default.

Tier 3: Elective

» Tier 3 is the home for the funding streams
that farmers and crofters can voluntarily
access (in distinction to direct payments
which most farms depend on, making them,
in effect, necessary). It includes support
schemes such as the Forestry Grant Scheme,
Agri-Environment Climate Scheme, Future
Farming Investment Scheme and Crofting
Agricultural Grant Scheme.

« Agri-Environment Climate Scheme (AECS):
This scheme aims to support land
management practices that protect and
enhance Scotland'’s natural heritage, improve

water quality, manage flood risk and help to
mitigate and adapt to climate change. Those
successful in applying to this competitive
scheme enter five-year contracts. The funding
covers the costs that applicants incur to

undertake the work and any income foregone.

Future Farming Investment Scheme (FFIS):
This new capital grant scheme aims to help
active farmers and crofters improve the

environmental performance of their business.

It offers upfront capital funding that can
cover up to 100% of eligible investment costs
to help agricultural businesses carry out
capital investment. This scheme opened for
the first time in 2025.

70 Direct payments 80%
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Tier 4: Complementary

« Tier 4 is termed ‘Complementary’ because it
will focus on providing broad support and
includes mechanisms such as Community-Led
Local Development funding, Food and Drink
Processing Support, the Farm Advisory Service,
the Knowledge Transfer and Innovation Fund
and the Small Producers Pilot Fund.

The framework will evolve with different
mechanisms being created, but in March 2026
the government provided some clarity through
its Rural Support Plan, which confirmed how the
budget will be split and that there will be little
change before 2030 The Rural Support Plan
explains that between 2026 and 2030 80% of
the budget will be devoted to direct payments
with the majority of this being devoted to

Tier 1 — base payments. This leaves 20% of the
budget for everything else (figure 1). The
allocation of funding to each scheme within
the different tiers is set out in figure 2.

Other support 20%

Tier 1 Base Tier 2 Enhanced

Tier 3 Elective

Tier 4 Complementary

Figure 1: The proportion of budget by the four-tier agricultural support framework, 2026 (source: Rural Support Plan).

13
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Other Tier 4 Schemes 0.5

New Entrants 0.5
Women in Agriculture 0.6
Scottish Rural Network 0.9
Agritourism Investment Scheme 1.0
Small Producers Pilot Fund 1.0
Knowledge Transfer and Innovation Fund 1.0

Farm Advisory Service 6.5
Food and Drink Processing Support 9.0
Community Led Local Development 9.3
Crofting Cattle Improvement Scheme 0.6
Croft House Grants 1.1
Small Producers Pilot Fund 1.5
Other Tier 3 Schemes 1.8
Crofting Agricultural Grant Scheme 35
Future Farming Investment Scheme 14.3
Agri-Environment Climate Scheme 25.6

Forestry Grant Scheme
Enhanced Greening
Fruit and Vegetable Aid Scheme - 5.6
Scottish Upland Sheep Support Scheme - 7.1
Scottish Suckler Beef Support Scheme _ 40.5
Less Favoured Area Support Scheme
Basic Payment Scheme

0.0 50.0

Figure 2: Agricultural payments to farmers

and crofters by support scheme, 2026
(source: Rural Support Plan).

- Tier 1
B e

Tier 3
Tier 4

58.7

N -0

100.0 150.0 200.0 250.0 300.0

Spend on schemes (£M)

Improving environmental delivery

While the defining characteristic of the Scottish
approach to farm support is the commitment to,
and reliance upon, direct payments as the
mechanism to deliver policy objectives, recent
policy change has also recognised the need to
improve the delivery of environmental outcomes.
As such, attempts have been made to improve
the environmental performance of these
payments by adding elements of conditionality
to Tier 1 base payment in the form of new Cross
Compliance requirements and the Whole Farm
Plan. Any farmer wishing to receive support will
have to complete the Whole Farm Plan, which
includes an Animal Health and Welfare Plan,
Biodiversity Audit, Carbon Audit, Integrated Pest
Management Plan and Soil Analysis.

14

Similarly, the conditionality associated with

Tier 2 enhanced greening is being strengthened.
In 2026, new Ecological Focus Area
requirements have been introduced. Any farmer
with 15 ha of arable land will have to create an
Ecological Focus Area covering 5% of their
arable area. In 2027 this increases to 7% and the
possibility of adding Ecological Focus Area
requirements associated with permanent
grassland from 2028 has been raised.

These small steps to improve the environmental
performance of the policy are welcome.
However, it is important to note that the
allocation of the vast majority of the budget to
direct payments means that relatively little is
left to be allocated to those schemes and
support mechanisms that could deliver much
more targeted environmental outcomes. For
example, only 3.8% of the budget is allocated to
the Agri-Environment Climate Scheme.

The right tools for the job?

The government faces a significant challenge.

It wants to support active farming and food
production at the same time as reducing
emissions from farming, restoring nature,
enabling land use change, improving business
resilience and productivity, whilst also boosting
organic farming and regenerative and sustainable
farming practices. This is no easy task and will
require the government to use all the policy and
funding levers at its disposal.

All governments over recent decades have used a
range of levers and funding tools but there has
been a heavy reliance on one key policy lever,
direct payments. This section of the report
examines the current approach and asks if, in the
context of the nature and climate crisis, the right
policy tools are being deployed.

Direct payments: cornerstone or
vulnerability?

There are clearly positive aspects of investing
large sums of public money in farming and
crofting. Direct payments were introduced to
support a fair standard of living for farmers and
to help ensure a stable food supply. As such, they
were introduced to deliver stability.

In this they have been relatively successful.
Although there have been ongoing slow declines
in livestock numbers, the industry as a whole has
remained relatively static. We have not seen
major changes in the number of farms or farmers,
which could occur if public funding stopped.
They do, therefore, seek to deliver a policy
outcome and have served a purpose.

There are, however, significant issues with this
policy tool”. The previous government’s own
supporting evidence and analysis associated with
the then Agriculture and Rural Communities
(Scotland) Bill, drew attention to these issues'®
and the First Minister's Environment Council has
also suggested changes to improve the outcomes
associated with them!. Here the drawbacks are

examined in terms of the impact on farmers and
crofters themselves and in terms of the
effectiveness of public policy.

The downside of direct payments for
farmers and crofters

While the injection of public investment is no
doubt welcomed by those farming businesses
that receive it each year, there are issues
associated with how the support is provided
which arguably have long-term negative
consequences:

» Dependence on support payments — Direct
support payments play an important role in
farm incomes in Scotland to the extent that a
large proportion of our farming industry relies
on this public money to remain profitable. The
latest farm income data shows that 41% of
farms were profitable without support
payments®®. This rises to 72% of farms being
profitable if support payments are included.
Upland livestock farms face the greatest
challenges with lower proportions achieving
profitability. This level of dependence is not a
sustainable competitive position or a healthy
place for the industry to be but is perpetuated
by the commitment to direct payments for
the long-term.

* A culture of top-down prescription — Direct
payments come with strings attached. While
this is appropriate to ensure the proper use of
public money, it does create a relationship
between government and farmer that is more
about prescription, regulation and
enforcement than partnership. For example,
to achieve better outcomes, the conditions
associated with the greening payment have
been strengthened. Farmers with more than
15 ha of arable land are required to create
Ecological Focus Areas (EFA) covering 5% of
their arable area. This potentially represents a
small positive step for biodiversity, but it is
driven by government and imposed on farmers.
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» A culture of fear - To ensure that the top-
down prescription is followed, sanctions are
imposed on those that do not abide by the
rules. Breaches of the rules can lead to
penalties (reductions) being applied to
support payments. These penalties add to the
feeling of being forced to do certain things,
which is not a constructive position to be in
and unlikely to deliver results over and above
the bare minimum requirements. This fear of
penalties also has a chilling effect where
farmers and crofters avoid complicated
options or schemes in which there may be a
greater chance of getting something wrong.

¢ Inequity — The payments are unequally
distributed. Some farmers receive very large
amounts and others very small amounts.
Those farming businesses with more and
better-quality farmland, which means that
they have most options and higher likelihood
of profitability, get the highest payments.
Those with less and poorer land, and
probably greater challenges with profitability,
receive less".

Data available online shows that the
distribution of payments is heavily skewed
with the bottom 50% of recipients (by size of
payment) accounting for 8.5% of the budget,
while the top 30% of recipients receive 77%
of the budget. This data suggests that in 2024
approximately 625 Scottish farmers received
more than £100,000 in direct payments
while the bottom 50% of recipients received
less than £12,000%°.

Arguably, while direct payments clearly deliver a
short-term financial benefit to individual
businesses, the system in which they are
delivered creates a set of relationships that
disempowers farmers and crofters. They get
locked into a system on which they depend and,
because they depend on it, the government can
enforce certain activities and behaviours, which
can easily be resented. Additionally, to avoid a
negative response to new policies, the level of
expected behaviour change is set very low. The
overall outcome is a system that disempowers
farmers and crofters while delivering relatively
few public goods.
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The downside of direct payments as a
public policy tool

While direct payments have served a function in
underpinning stability in farming over recent
decades, it is reasonable to ask if this is the best
use of public money to achieve the espoused
outcomes of the policy? Recalling that the
current regime is still very close to the 2014-20
CAP, evaluations from that time have found that
most CAP funding did not deliver the intended
benefits or value for public money. Key issues
which question the effectiveness of this policy
tool are:

» Lack of targeting on need — While direct
payments are framed as income support,
there is no strong connection to need i.e.
providing support to those that need it most.
While it is clear that some types of farming
are more dependent on public support than
others, direct payments are not targeted.
Rather, the payment is based on the area of
land that a farmer or crofter has, which
means that the distribution of support
reflects the structure of land ownership and a
relatively small number of larger farms take
most of the money.

» Lack of targeting on outcome - A
consequence of direct support payments
being focused on the better land is that
farming systems that currently support much
or our remaining biodiversity are arguably
under supported. The funding is not directed
at extensive High Nature Value (HNV) farming
systems that are helping sustain much of our
remaining biodiversity?.

» Direct payments can cause environmental
damage - The rules around direct payments
can result in perverse outcomes for
biodiversity. For example, areas of scrub,
which are good for biodiversity but not
central to production, are ineligible and must
be excluded from a claim. This creates an
incentive to remove scrub so that the areas
can be claimed and generate a payment.

¢ Direct payments hinder innovation, structural
development and productivity growth — While
direct payments have been highly successful
in delivering stability, that stability comes at a
cost. In circumstances where there is no
public support, farmers listen closely to
market signals and adapt to remain profitable.
Direct payments provide a buffer from the
market, weakening market signals, lessening
the incentive to change and adapt.

« Direct payments hinder land use change
— Where marginal farmland might be put to
another use, the existence of the direct
payment can act as a blockage to positive
land use change because it offers the sitting
land manager an ongoing payment on an
annual basis.

The Biodiversity Duty

The Nature Conservation (Scotland) Act
2004 stipulates that “It is the duty of every
public body and office-holder, in
exercising any functions, to further the
conservation of biodiversity so far as is
consistent with the proper exercise of
those functions”? The Natural
Environment (Scotland) Act 2026 has now
amended that Act to introduce statutory
biodiversity targets and, once those have
been established, public bodies or office-
holders must have regard to the need to
act in the way best calculated to
contribute to those targets.

While the Scottish Government does seek
to further the conservation of biodiversity
in other ways, it is debatable whether the
government is adhering to the Biodiversity
Duty in relation to its farming policy and
funding regime. Agricultural policy and
funding could have a critically important
influence on Scotland'’s biodiversity, but its
impact is highly constrained by the choices
about how to spend public money and the
associated rules and requirements.

In summary, while direct payments help achieve
one policy outcome (stability) they are a policy
mechanism with significant shortcomings. Direct
payments are delivered through a prescriptive
framework that tells farmers and crofters what
they have to do. It is not a system that treats
them as partners in delivery of outcomes that are
in the public interest. It treats them as people
who have to be prevented from harming nature
and forced to do good. While it helps farmers
and crofters by providing stability, it also
disempowers them at the same time. As a public
policy tool, it has limited effectiveness because
of poor targeting and because it creates inertia,
with the consequence that it under-delivers
other outcomes.

Coupled support

In addition to core direct payments (base and

enhanced), farmers can receive support where
the level of payment is linked (coupled) to the
number of livestock they have.

The Scottish Suckler Beef Support Scheme
(Mainland and Islands) supports cattle producers
to maintain beef suckler herds at a level that
sustains the commercial beef industry in
Scotland. This is the latest iteration of this sort
of coupled support that has been available
through the EU for a long time. Support is
available on male and female calves that are
at least 75 per cent beef bred. It has an annual
budget of £34 million for Scottish mainland
claims and £6 million for claims from the
Scottish islands.

The Scottish Upland Sheep Support Scheme
helps sheep farmers maintain sheep flocks in
farm businesses that are reliant on poorer quality
rough grazing found in Scotland’s Basic Payment
Region Three. It has an annual budget of up to
£7.1 million. This scheme was created to mitigate
the negative consequences that were created by
the decision to set a very low area payment rate
for Region Three (focusing the majority of the
funding on the better Region One and Two land).

This sort of support is liked by many in the
industry because it is seen as being a mechanism
to ensure that support is targeted at ‘active
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farmers’ (as opposed to those claiming area
payments whilst being relatively less active). It is,
however, viewed as problematic from a policy
perspective. In the EU there has been a long
process of ‘decoupling’ payments; that is,
progressively removing the link between the
receipt of income support payments and the
production of specific products. This is to avoid
overproduction and make sure that farmers

are responding to genuine market demand.

Coupled support is problematic for two
main reasons:

« Market distortion - Coupled support can
encourage farmers to ignore market signals
leading to negative consequences in internal
and international markets. In international
trade agreements, coupled support is viewed
negatively because it can result in unfair
competition and displace production leading
to less efficient agricultural production
systems.

« Environmental impact - This support can
maintain and potentially increase livestock
numbers with knock-on negative
environmental impacts e.g. over-grazing,
water pollution and greenhouse gases.
Without quotas to limit livestock numbers or
environmental conditions to prevent damage,
coupled support can incentivise production
beyond the carrying capacity of the land.

This policy/tool has been retained as one part
of the policy toolbox in the EU, and in Scotland,
because it is seen as potentially useful in
helping a specific agricultural sector or sub-
sector address difficulties they are facing, where
those sectors are important for socio-economic
and/or environmental reasons. Where it is used
in the EU, Member States must robustly justify
the need for this sort of intervention and limit
its use to a specific proportion of the budget (to
avoid over-use of a market distorting funding
mechanism). In Scotland, we now lack any robust
justification for the use of specific policy and
funding tools.

Attempts have been made recently to improve
the outcomes associated with coupled
payments by introducing calving interval
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requirements. The new eligibility requirement
that includes a calving interval threshold of 410
days is designed to reduce greenhouse gas
emissions by ensuring that calves are born within
a specific timeframe, thereby minimising the
time when cows incur costs without contributing
to beef production. This approach was criticised
for disadvantaging smaller and more extensive
production systems which are often beneficial
for nature. This highlights the challenge of using
coupled support payments in ways that do not
have unintended consequences.

Coupled support is another example of a policy
that may achieve one outcome whilst failing to
deliver others. It may, for example, maintain or
increase livestock numbers as a means of
stabilising farming activity, but potentially
sacrifice other positive environmental outcomes.
In the current context where we need all policy
tools to be delivering against a much broader
range of outcomes, coupled support generally
over favours production at the expense of the
environment. In places where under-production
or agricultural land abandonment is a threat,
there are better policy mechanisms available to
support agricultural land management that are
also good for nature and the environment.

Does the current agri-environment
scheme deliver?

While the changes proposed to Tiers 1& 2 (direct
payments) are envisaged as doing more for
nature and climate, they do not represent real
step-changes in environmental outcomes. This
means that Tier 3 support schemes are still seen
as the main delivery mechanisms for targeted
environmental outcomes.

Scotland has successfully operated agri-
environment schemes since the early 1990s. The
latest iteration is the Agri-Environment Climate
Scheme (AECS), which aims to help farmers and
crofters to protect and enhance Scotland'’s
biodiversity, improve water quality, manage
flood risk, mitigate and adapt to climate change
and manage designated sites. It is a competitive
scheme which includes a wide range of ‘options’
relating to the diverse habitats found on

Corn Bunting
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Corn Bunting

Corn Buntings faced extinction due to
intensive farming practices, but agri-
environment action is helping. Research
showed that delaying the mowing of farm
grassland and providing winter food could
provide safe nesting sites late into the
season, insects to feed their chicks and seed
food, especially during the winter months.
With the help of expert advice, focused
agri-environment activity has helped
numbers more than double in some areas
since 2001.

Scotland'’s farms and crofts. Applicants are able
to choose from the full list of options to create
their own package of activity that is appropriate
to their farm. Each application is then allocated
points according to a pre-established scoring
criteria and, when there is high demand, a points
threshold is used to determine which
applications can be funded.

This scheme (and its predecessors) has been
extremely important in helping deliver positive
outcomes for nature. Although the area covered
by agri-environment agreements was only around
20% of Scotland’s agricultural area at its peak,

a review of the operation of AECS for the 2015 to
2018 rounds (since management contracts are for
five years, these four rounds cover the period
2016 to 2023) provided evidence that the scheme
was having a positive impact?.
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Lapwing

Agri-environment payments help support
wetland habitat creation, which is essential
for farmland waders such as Lapwing.
Lapwing often nest on spring-tilled arable
land and then move their chicks to adjacent
wet areas and suitably short vegetation,
where there is also an abundant food source.
Appropriately targeted habitat
management, delivered through agri-
environment schemes, can help maintain
Lapwing numbers.

The agri-environment scheme is therefore
important. It is, however, insufficient. It is not
changing the dial on biodiversity decline. Why is
this? Why is the current agri-environment
support not empowering farmers and crofters to
do more for nature?

Limitations on the current
agri-environment scheme

There are several reasons why the agri-
environment offering in Scotland has not had
greater impact:

« Underfunding — Farmers want to do more to
help nature, but the government undermines
that positive intent by underfunding the
scheme. Each year the government has
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typically devoted between £20-40 million to
the scheme. As figure 2 shows, current
expenditure on AECS is £25.6 million, which
has declined from £55 million in 2017/18. This
means that just 3.8% of the budget is devoted
to targeted action for nature and climate.

- Costs of entry/perception of risk - AECS is
competitive and can involve a financial
commitment to develop an application.
Potentially high up-front costs with no
guarantee of success can deter some from
applying because of the possibility of
wasting time and money, if the application
does not succeed.

« Bureaucracy and inflexibility —
Agri-environment measures are set outin
precise detail to try and ensure that the
intended outcomes are achieved and public
money is spent effectively. Unfortunately,
detailed prescriptions can be inflexible and
cause difficulties for some e.g. a farmer would
have to abide by precise dates for cutting or
mowing despite bad weather making this
difficult for other farm operations. The
inflexibility leads to frustration and a feeling of
disempowerment and futility. Many, including
farmers and crofters that actively want to help
nature, now avoid the complication of agri-
environment schemes to allow themselves
freedom in their management.

- Payment rates — The funding that is provided
is paid on the basis of costs incurred and
income foregone, but the payment rates were
calculated for the start of the 2014-20 CAP
period. As such they are out of date and can
put applicants off on the basis that it does
not work financially.

- Uncertainty about wider policy - Since the
vote to leave the EU, the government has
been developing its own approach to
agricultural policy and support. A lack of
clarity about the detail of future direction led
to uncertainty, and the result was that farmers
and crofters have been more cautious about
making big decisions like entering into an
agri-environment scheme agreement.
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In summary, the issue with the agri-environment
scheme is not that it is the wrong tool for the
job; it has been shown to deliver and represent
much better value for money than direct
payments, especially when it is supported by
advice for farmers. Rather, the issue is that it is
underfunded and that it suffers from design and
delivery issues. Agri-environment schemes must
be part of the support framework, but change is
required to allow for much better delivery.

An ad hoc approach to
capital support

As thinking on how to improve the support
framework to deliver better outcomes for nature
and climate has developed, it has become
apparent that while some actions could be
achieved through area-based payments, other
actions required capital investment on the part
of the farmer or crofter. In order to change or
improve farming practices they might need to
invest in new machinery or equipment. This
investment could be difficult for a farmer to
justify if it did not significantly improve
profitability and so the government has a role to
help support farmers to change practices,
especially where those changed practices
deliver public good outcomes.

In recognition of this capital investment need,
the Future Farming Investment Scheme (FFIS)
was established in 2025. This is a capital grant
scheme that offers upfront capital funding that
can cover up to 100% of eligible investment
costs to help agricultural businesses invest in
ways that help deliver at least one of the
schemes objectives which are: improve business
efficiency and sustainability; protect, restore or
enhance the environment and reduce
greenhouse gas emissions.

In 2025, £21.4 million was made available to this
new support mechanism. 7,582 farmers and
crofters applied and 1,794 were successful?*.
There has been considerable interest in
understanding how the scheme operated, which
has revealed some of the detail of what has
been funded and the types of businesses that
received support.

This scheme was very popular (because of the
upfront 100% terms) which meant that it was
over-subscribed. The budget of £21 million is
clearly too small to meet demand, but because
the government has committed to maintaining
direct payments it is constrained in how much
funding it can devote to other funding
mechanisms.

There also remains a lack of clarity around how
the government maximised the public interest
outcomes and prevented wasting public money
on capital items that farming businesses would
have invested in anyway. Support for capital
investment is required but the current approach
is inadequate.

Inadequate supporting
infrastructure

Support payments and agri-environment
schemes are important but not sufficient to
deliver change. The delivery of positive agri-
environment action is better when farmers,
crofters or other land managers have support in
place to help deliver the positive outcomes. That
support can take a variety of forms and includes
specialist advice, training, knowledge exchange,
peer-to-peer learning, farm clusters, facilitated
cooperation and so on.

The importance of this sort of supporting
infrastructure is evident with regard to farm
conservation action for the Yellowhammer. The
same support to help Yellowhammers is
available to farmers in England and Northern
Ireland, but in England the population continues
to decline, while in Northern Ireland the
population is increasing again. The difference
between the two countries is that advice is more
readily available to farmers in Northern Ireland
to help them make the most of the option and
ensure its effectiveness on the ground.
Conservation action can work much better if
farmers and crofters are helped and supported.

Agri-environment advice and support is
available to farmers and crofters in Scotland,
primarily through the Knowledge Transfer and
Innovation Fund (KTIF) and the Farm Advisory

Service (FAS). Recent research found that over
the period 2014-2020, KTIF and FAS accounted
for 0.54% and 1.39% of the total budget for Rural
Affairs, Land Reform & Islands?.

The Farm Advisory Service is particularly
important. This is comprised of a One-to-Many
strand and One-to-One strand. The One-to-
Many strand offers events, webinars, podcasts
and publications, while the One-to-One strand
offers specialist advice, mentoring and help to
produce Integrated Land Management Plans and
undertake carbon audits.

The research found that FAS is aligned with
Scotland'’s Vision for Agriculture, Net Zero, and
climate and nature-friendly farming goals. The
key issue is that investment is insufficient to
provide support for an entire industry in a
period of change.

In March 2026, the government recognised the
importance of this complementary activity and
indicated in the Rural Support Plan that FAS
would receive £6.5 million per year until 2030
and that additional funds would be moved to
Tier 4 from 2030/31. This is, however, still a very
small proportion of the total agricultural support
budget considering the scale of the challenges
that farmers are being asked to address.

The wrong tools for the job

Given the significant challenges faced in
supporting active farming and food production
whilst also trying to drive change to achieve
better environmental outcomes, it is reasonable
to ask if the right tools are being used to achieve
those outcomes?

While the limitations of the 2014-20 CAP have
been recognised, the broad architecture of that
framework, with its reliance on direct payments,
has been retained. Attempts have been made to
try to improve the delivery of environmental
outcomes by enhancing the conditionality
associated with those payments. This slightly
improves the public good outcomes but fails to
change the ethos of the support regime and
brings into question the degree to which the
new framework will be able to deliver the sorts
of change required.
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This section has highlighted several issues:

«  While direct payments do provide stability,
they also have downsides for farmers and
crofters. They lock farmers and crofters into a
system of dependency on ongoing payments
and a culture of prescription and fear of
penalty. The system does not treat farmers
and crofters as partners in delivery of
outcomes that are in the public interest; it
treats them as people who have to be
prevented from harming nature and forced to
do good.

« Asa policy instrument aimed at delivering a
wide range of outcomes, direct payments and
coupled support are not fit for purpose. They
are not targeted on the desired outcomes,
can cause harm and prevent change.

- The focus on direct payments leads to the
under-funding of the agri-environment
scheme which limits the ability of the
industry to deliver better outcomes for
nature, while the bureaucratic nature of the
scheme remains off-putting.

« The under-provision of advice and training
means that the industry as a whole is not
being adequately supported in a period of
severe pressure and change.

In summary, the wrong policy tools are being
used for the job at hand. If we want to support
the industry so that it becomes a world leader in
sustainable and regenerative approaches,
different tools are required.

Becoming a world leader in sustainable and
regenerative agriculture will require a flexible
support framework that allows farmers and
crofters flexibility and agency to develop their
systems in the way that suits them. Yet we have
retained an old approach to support that is
relatively rigid, dominated by direct payments,
and based on rules and penalties. At the same
time, the bits of the framework that could best
support environmental practices are
underfunded.

Looked at dispassionately, anyone asking
whether this public policy was fully delivering in
the public interest, or in the interests of farmers
and crofters, would have to conclude that it is
not. Continuing to deploy an inadequate set of
policy tools will only result in the farming sector
not being supported as well as it could be.

A better way forward

How could things be done differently? This
section suggests a different way forward. In
outlining an alternative approach, we hope to
foster a wider conversation about how farmers,
crofters and other land managers can best be
supported whilst also delivering the best
possible outcomes for nature and climate.

In what follows we have used the existing four-
tier framework as a starting point. There is very
strong path dependency in agricultural policy.
The current support framework depends to a
significant degree on previous political decisions
and there are bureaucratic structures and
processes (including supporting IT infrastructure)
that have evolved over a long time. Changing this
framework is therefore not an easy task and
those advocating for change face a choice
between arguing for a completely fresh start with
a blank sheet of paper or working with the
established frameworks and trying to make them
better. In this report, we suggest the latter
because a completely fresh start will take years
of deliberation and potentially be much more
disruptive for farmers and crofters.

We start by setting out some of the important
foundational concepts for building on the
existing framework.

Building blocks for a better
approach

Re-thinking relationships: farmers and
crofters as partners in delivery

The current support system is top-down and
prescriptive. It is rules-based and imposed on
farmers who wait to try and work out the impact
on their business and make decisions
accordingly. While the financial support is
obviously welcome and the money will enable
farms and crofts to carry on, it is a relatively
disempowering. The State ‘looks after’ farmers
and crofters by offering ‘support’ but farmers and
crofters have to follow the rules. Arguably, it

locks farmers and crofters and land use in a
straitjacket and does not give them the flexibility
or freedom to deliver positive outcomes in ways
that they think best suit their farm.

The support framework needs to change so that
it treats farmers and crofters as partners in our
joint efforts to see a prosperous farming industry,
thriving rural communities and a restored and
healthy environment. The founding principles
should be about flexibility and partnership;
giving farmers and crofters the full range of tools
to deliver, rather than seeing one main policy
tool (direct payments) as able to do most of the
work. Farmers should be empowered to make
decisions about how best to deliver the
outcomes we collectively want to see.

Government support should seek to
maximise all positive outcomes

At present, the support provided by government
through direct payments is focused on stability,
with much less attention given to supporting
change and tackling environmental challenges.
The plan to improve the environmental
performance of direct payments by adding extra
conditionality on direct payments will not be
sufficient. The government will still be trying to
put a square peg in a round hole.

A different approach needs to improve the
delivery of positive outcomes across the board.
This means using a wider range of policy and
funding tools that are specifically designed to
deliver those wider outcomes. One of the
downsides of direct payments is the lack of
targeting; the benefit of utilising and rebalancing
funding for a wider range of policy tools is that
those tools better target the intended outcome
and therefore are likely to result in better value
for money.

The corollary is that the farming budget needs to
be spent differently. To deliver better outcomes
in future, the distribution of funding needs to
move from Tier | towards other support
mechanisms. This is still funding for farming, just
spent differently.
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increase the support available for a variety of
other schemes and measures that farmers could
apply to and help deliver the intended outcomes.

This would involve treating Tier 1 as a more
realistic income support measure which is either
offered in a uniform approach but at a much
lower level (for simplicity) or in a more targeted
way (for efficacy). The transferred funds would
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Figure 3: Graphical representation of how the distribution of farm support payments required to deliver better
outcomes in the public interest needs to change. Future figures are for illustrative purposes only.

The process of change - transition is key

In suggesting a change in approach, it can appear that what is desired is a radical and abrupt
step change. To be clear, we are not advocating for abrupt change. It is reasonable, especially
with regard to farming, that change takes place over time (e.g. stepped changes over a
number of years) to avoid negative disruption.

Nevertheless, change to the support framework needs to be faster than is currently underway.
The changes set out in the Rural Support Plan, which see around 10% of the funding moving
towards Tiers 3 & 4 in 2030/31, are too little, too late.

The current emphasis put on ‘avoiding cliff edges’ has embedded a fear of change and slowed
progress. Negative disruption for the industry can be avoided by offering a proper long-term,
transparent plan so that farmers and crofters are able to see what is coming and plan ahead.
Clarity about the direct of travel is key.

24

Multi-year policy frameworks can
be helpful

Whilst we were inside the EU, Scotland’s farming
policy and funding was part of the Common
Agricultural Policy (CAP) and operated in seven-
year cycles. Reforms to the CAP tended to follow
this seven-year budget cycle although mid-term
reforms or changes in policy were also common.
This multi-annual budgeting and policy approach
had the benefit of providing farmers with a
degree of certainty for the period in question.

It provided farmers with a strong steer as to the
structure and amounts of support payments,
which enabled them to make business plans.

Having left the EU, the responsibility for farm
budgets and policy now rests entirely with the
Scottish Government. In recent years, the
government has sought to provide farmers and
crofters with a sense of the direction of travel
through its Agricultural Reform Route Map, but a
great deal of uncertainty remains. The Rural
Support Plan published in March 2026 indicated
a commitment to maintaining the farming
budget and keeping the structure steady for the
next few years, showing policy as changing
iteratively and in only minor ways from one year
to the next. The key problem with this is that the
then government failed to take the opportunity
to reform farming policy more substantively in
order to better deliver outcomes and better
empower farmers and crofters to do so.

Policy should never be absolutely set in stone; it
needs to be able to evolve, reflecting changing
circumstances or because lessons have been
learned. Notwithstanding that, establishing
multi-year policy frameworks, with multi-year
commitments to fund them, have some merit.

This is especially so in terms of underpinning
farmer confidence in the system and providing
the stability that enables business planning,
including planning for environmental action.

The farming budget needs to increase

Assuming a static farming budget, the
government could make changes along the lines
proposed in this report and get better value for
money and better nature and climate outcomes.
There are, however, very strong arguments for
increasing the farming budget. There are two
reasons that the budget needs to increase.

* Dealing with inflation — The farming budget
has essentially remained static since the start
of the 2014-20 CAP period resulting in a
real-terms cut in funding. If the budget had
been linked to inflation it would have been
around £900 million in 2025.

* The scale of the challenge — Farming and
crofting can make very significant
contributions towards meeting the
government's stated policy objectives, but
government support is needed and currently
falls short of what is required.

The RSPB, National Trust and The Wildlife
Trusts commissioned a study to estimate the
level of investment needed to tackle the
nature and climate emergencies. The analysis
showed an annual investment of up to £1.8
billion (compared to the current £650 million)
will be required for at least the next 10 years
to deliver nature and climate ambitions and
ultimately help secure the future of Scottish
farming?.

A different approach could help defend the farming budget

If the government looks broadly at how it spends public money and assesses the value for
money of its expenditure, agricultural funding would perform poorly. A reformed policy that
improved the delivery of public interest outcomes would make it easier to demonstrate the
return on investment and justify the expenditure. Indeed, this could potentially help boost
the argument for an increase in the budget because it could demonstrate how additional
investment would lead to delivery against government objectives.
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Nature & Climate Friendly
Farming Scheme

Non-competitive Nature and Climate
measures — Annual

Comprehensive Environmental Capital
Investment Fund

Agri-Environment Climate Scheme

Competitive Multi — Annual LFA/HNV

Crofting Landscape scale collaboration

Tiers2 &3

Small producers/

Organic market gardening

Supply chain/

Living withilleseg business development

Income support

Plans and supporting advice and guidance inform choices about how the farm or
croft can best achieve individual business and national outcomes and therefore
which sorts of public investment to seek

Supporting Change

Advice Knowledge Exchange Training

Regulation

Strategic Vision and Plan

A clear government plan setting out direction of travel and the outcomes that the
government wants to see farmers contribute towards

Figure 4: Reconceptualising farm support
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A range of different support schemes or
payment types which can be stacked,
increasing farmer income (whilst avoiding
double funding). The advice at an early stage
will be crucial in determining the most
appropriate route for each farm. These
schemes account for the majority of the
funding available because it delivers better
value for public money than focussing it on
income support.

Income support is retained, but a smaller
proportion of the budget is allocated to it.
This acts as a base payment upon which
farmers and crofters can build by adding
support from other schemes. The smaller
budget allocation acts as an incentive to
enter the other schemes, but also allows
farmers and crofters greater flexibility. If a
larger proportion of the budget is retained
as income support, the government would
have to impose rigid conditionality
requirements, disempowering farmers.

The engine room of change. Investing more
in supporting farmers and crofters with
advice, knowledge exchange and training so
that they can develop Whole Farm Plans
that are clear articulations of what they will
deliver in return for public investment in
their farm or croft.

The overall budget for farming should
increase because farmers and crofters can
deliver positive outcomes across several
government agendas and in the public
interest.

Figure 4 provides a diagrammatic re-
conceptualisation of the farm support
framework in Scotland, using the current
four-tier approach as a starting point,
incorporating ideas relating to how the farm
support budget should be redistributed. The
starting point for the following description is
at the bottom of the diagram.

The bedrock of any agricultural
policy is a proper plan

Farming is a long-term business and farmers
and crofters need clarity from government so
that they understand what the policy
framework looks like in the short to medium-
term and what direction policy and support
will be going in over the longer-term. In order
to give the farmers and crofters this clarity,
the government needs to be clear about its
vision for farming and crofting.

The previous Scottish Government published
a vision for agriculture, an Agricultural Policy
Reform Route Map and a Rural Support Plan.
Unfortunately, these have not provided a
coherent policy platform or real clarity about
future change.

They essentially describe the existing policy
framework and funding allocations, with only
minor changes proposed over the next five
years. The longer term picture for farming
policy in Scotland remains opaque with no
clearly stated rationale for choices that have
been made.

What is needed is a critical assessment of how
far the current industry is from achieving the
vision; an indication of what things need to
change to achieve the vision; a proper critical
analysis of the degree to which current policy
tools help achieve the vision; and a clear
articulation of what changes in policy and
support are needed and why particular policy
tools are most appropriate to deliver the
proposed outcomes.

A proper plan based on robust critical
analysis of the challenges and the best policy
response is likely to lead to a different
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approach to farm support. The lack of a properly
robust vision and policy support rationale allows
direct payments to be the answer to any
question that is asked, which ultimately means
that it will be harder to achieve the espoused
vision.

Good practice as standard

The current system of cross compliance
(including Statutory Management Requirements
(SMRs) and Good Agricultural and
Environmental Conditions (GAECs)) seeks to
ensure that all farmers abide by a set of
minimum requirements relating to the
environment, animal health and welfare, food
safety and animal traceability?. It is a set of
rules that farmers must follow if they seek
public financial support. The requirements are
a combination of existing legal requirements
and additional measures which set out the very
minimum expectation to prevent harm and
therefore represent a low bar over which
farmers and crofters must pass to be eligible for
support. Cross compliance does not, therefore,
ensure good practice across the industry
because it simply sets a bare minimum of
acceptable practice.

In recognition of the desirability of ensuring
widespread good practice, the then Scottish
Government re-published a Code of Practice on
Sustainable and Regenerative Agriculture in
2026%. Although this is framed as a ‘code of
practice’ it does not function as a normal code
of practice and is in reality just a list of
sustainable and regenerative agricultural
practices that could be undertaken on farms
and crofts. The government refers to it as a
guidance tool that can help farmers and crofters,
but it is not mandatory and connected with
support payments in any way.

Greater clarity around how the government
wants to ensure good practice is required. This
should include clarity around:

- Regulation — good practice can be driven by
the law which establishes what is allowed and
what is illegal. The government can raise the
bar by strengthening the regulatory baseline.
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» Cross compliance - SMRs and GAECs can be
used to ensure certain positive practices are
followed and negative practices avoided
through its use as a sanction mechanism
associated with support payments.

» Code of practice — A proper Code should be
established and linked to public funding.

Tier 4 - Supporting infrastructure
as the engine room of change

Under a support framework that envisages
farmers and crofters as partners in delivery,
greater investment is needed in supporting
infrastructure that empowers them to deliver in
the public interest. If there is real clarity
provided to the industry by a robust plan which
sets out the direction of travel and the
outcomes that the government wants to see, it is
then incumbent on the government to ensure
that it provides appropriate support to help
farmers and crofters work out how they can best
deliver the outcomes.

A new Agricultural Knowledge and Innovation
System (AKIS) is being developed, but concrete
details and choices about funding remain
unclear. Redistributing funding within the tiers
would allow for a substantial increase in funding
for this activity and, as a result, every farmer
should be able to access the supportive advice,
training, knowledge exchange and peer-to-peer
learning they need to help them achieve their
and our collective objectives.

A much stronger focus on support for the
industry in this way should help farmers and
crofters navigate the support framework and
access the best options and schemes for them.
The ethos should be one of partnership and
working together and enabling farmers and
crofters to deliver more in the public interest.
It should be an ongoing relationship, not a
one-off consultation.

This means reconceptualising Tier 4 from its
current status as the last thing to think about
and the part of the budget that is lowest priority,
to seeing it as one of the fundamental building
blocks that helps the industry through a process

of change. It also means challenging the
dominant narrative which views funding going to
advice and training etc., in a negative light.
Framing this use of funding as a ‘consultants
charter’ risks losing sight of the way that much
stronger supporting infrastructure can help the
industry move forward.

Rethinking the Whole Farm Plan

A useful way of focusing this enhanced
supporting infrastructure, including advice,
knowledge exchange and training, would be to
rethink the role of the Whole Farm Plan.

The government has been attempting to
establish a baseline for all farmers by requiring
them to undertake the five audits of the Whole
Farm Plan by 2028. This aspiration to have better
data to inform future action is entirely right. In
practice, however, the link to Tier 1 direct
payments with no requirement to develop a
meaningful plan or use the data generated,
means there is a risk that the process becomes a
tick box exercise.

Originally, the Whole Farm Plan was intended as
a genuine planning tool to translate government
farming outcomes into action at farm level,
embedding environmental objectives alongside
financial performance?. It would ensure that
environmental outcomes were embedded in
farm management planning and the process of
producing a plan would provide an opportunity
for farmers and crofters to consider how they
can improve the environmental performance of
the farm alongside the financial performance.

The ability to get help to produce an Integrated
Land Management Plan under the One-to-One
advice service is much closer to what the Whole
Farm Plan was originally envisaged as, but
delivery is highly constrained by funding.

The Whole Farm Plan should be moved from
being a ‘tick box’ requirement for direct support
to being a foundational building block that
helps farmers and crofters reflect on where they
are in terms of their performance on a range of
outcomes and how they intend to move forward
and where government support can help them
achieve their objectives.

Tier 1 - Income support

Despite other UK countries moving away from
direct payments, the strong political
commitment and the high dependency on them
in Scotland suggests that it is unrealistic to think
that there will be a move away from this policy
tool completely in the short- to medium-term.
As such, we have retained income support as an
element of this alternative approach. However, if
the purpose of this sort of financial subsidy is to
support incomes, it should be available to those
that need it most, not paid to everyone in
relation to the area of land that they manage.
This would be to create a much stronger link
between the objective of the support and the
design of the support mechanism, meaning that
the objective is more likely to be met, thus
allowing for this sort of payment to be justified.

Under this alternative way forward, income
support should account for a smaller proportion
of the budget in order to allow for a greater
proportion to be channelled to schemes that
much more directly and efficiently deliver the
public interest outcomes desired. By allocating a
smaller proportion of the budget to income
support, but still offering the same or increased
levels of support to the industry in other ways,

it is possible to create a framework that allows
farmers and crofters flexibility. They can access
some income support, but then top this income
up with support from other schemes (potentially
making the majority of their support payment).

If income support were to continue to account
for the vast majority of the budget, the
government would be forced to increase the
conditionality associated with these payments
to try and get better value for money and better
outcomes for nature and climate. That approach
retains the top-down support framework that
disempowers farmers and crofters instead of
freeing them up to deliver in different ways.

A more empowering arrangement for farmers
would involve a smaller proportion of the
budget being allocated to direct support.
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Tiers 2 & 3 — Delivering change

On top of a smaller income support payment,
the government should offer a range of different
support mechanisms that farmers, crofters and
land managers can choose to access to help
achieve their, and wider society's, objectives.

Nature & Climate Friendly
Farming Scheme

In 2023 the government published a list of
measures that it hoped could be funded
through its proposed Tier 2 Enhanced Direct
Payment®. It looked like the government was
going to offer farmers and crofters a scheme
that involved a range of measures that they
could choose to sign up to in return for the
enhanced payment. The list of measures
included positive action for biodiversity and
effectively moved some activity from the
competitive agri-environment scheme that only
a small proportion of farmers engaged with, to a
universal scheme that all farmers engaged with.
Unfortunately, the then government failed to
deliver its original aspiration because of
technical difficulties.

This approach should be resurrected and
become a cornerstone of a new regime. Instead
of seeing it as direct support with enhanced
conditionality, it should simply be a standalone
non-competitive, annual nature and climate
support scheme, with an enhanced budget. This

Curlew! i1
© PhilJames (rsppb-images.com)

30

sort of approach works for farmers because they
have the flexibility to choose what measures to
adopt on the basis of how they fit within their
farming system.

Careful scheme design is needed, however.
Experience from previous schemes, such as the
Entry Level Scheme and Sustainable Farming
Incentive in England, has shown that large
amounts of funding can be directed towards
options that demand least change on the part of
the farmer and therefore deliver lower
environmental benefit than hoped. Careful
scheme design can mitigate against this and
ensure better value for money.

It will be important to ensure that the focus is
on maximising the delivery of actions in the
public interest. Where a government is focused
on finding ways to channel support to farmers
(and giving other outcomes a lesser priority) they
can look for the simple measures that require
little change from the status quo. For example,
creating options in relation to grassland
management that effectively allow many
farmers to claim support for their normal
management practice. A clear focus on value for
money and outcomes is required.

The Whole Farm Planning process is important
here. It should help identify what action is
needed on the farm and therefore what
measures to adopt.

Nature & Climate Friendly Farming Scheme - example measures

Cutting Corncrake early cover areas,
RSPB Coll Nature Reserve
James Duncan (rspb-images.com)

Bird-friendly crop operations — Avoiding field operations at key times and changing
operations to reduce the risk of damage/disturbance to key waders, Corn Bunting,
Corncrake, and their nests. Cutting hay, silage, or arable crop in a wildlife-friendly manner.

Wild bird cover — Wild bird covers are mixes of specific crops that provide food and shelter
for wild birds and their chicks. They include a mix of seed-bearing crops (linseed, brassica,
sunflowers, quinoa), flowering plants (legumes, phacelia, yarrow, buckwheat) and annual
cereals (rye, oats, triticale, barley).

Forage brassica for wild birds — Forage brassicas such as turnips, kale, rape and swedes
provide a good habitat for a wide range of wildlife if left unharvested, particularly food and
cover for wintering farmland birds.

Pollinator strips and margins — Within-field strips and margins specifically planted to
support pollinators.

Species diverse grass strips and margins — Grass strips located within or at the edges and
corners of arable fields provide important cover and food for birds and small mammals, as
well as flowers for pollinating insects.

Retain traditional cattle — Traditional or native breeds are better adapted to graze land
with coarser vegetation and wetter conditions and cattle grazing helps support a more
diverse range of habitats.

Regenerative grazing — Regenerative grazing is characterised by frequent rotation and long
recovery periods for paddocks. It allows the sward to grow high, to ensure grasses and
plants flower and seed, which encourages regrowth and development of strong plant and
root systems, which also improves soil microbiology and function.
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Support for High Nature Value farming
and crofting

The existing Less Favoured Area Support
Scheme (LFASS) is not fit for purpose and should
be re-designed to reward High Nature Value
(HNV) farming and crofting. The principle
behind LFASS is that farmers and crofters in
disadvantaged areas receive additional support
because of challenging conditions or distance
from markets, which makes farming operations
in those areas more costly than those on the
better land. This framing is out of date because
it focuses entirely on the ability to produce
crops and livestock at a time when farmers are
being asked to deliver much more in relation to
climate and nature.

Farmers and crofters on the poorer quality land,
who are usually farming less intensively, are
potentially helping to deliver other public
interest outcomes but not being recognised for
it. As such, the framing associated with this sort
of support needs to be reversed. Instead of
compensating farmers because they cannot
produce crops and livestock commercially in
the same way as those on better land, they
should be rewarded for the other things that
they can deliver in the public interest.

This would require creating a new HNV
classification and identifying those farms and
crofts that could be considered HNV already.
This would mean that some farms may not
immediately be considered HNV, but it would
create an incentive for those farms and crofts
that fell outside of the classification to make
changes in order to qualify and secure the
support.

Specialist climate and nature support -
competitive

An agri-environment scheme should remain an
important part of the new approach. While
benefits for biodiversity and climate can be
delivered by widespread implementation of
annual non-competitive measures, there will
still be a role for targeted, long-term (multi-
annual) support, not least because this is one of
the main avenues for funding targeted action for
specific species and habitats and the
management of designated sites.
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This scheme should offer multi-year support to
deliver targeted action for nature and climate.
The competitive element is to try and ensure that
the funding is allocated to the projects that will
deliver the best outcomes and therefore value for
money, but the budget should be much greater
than it is currently, thus allowing more people to
be successful in securing funding via this route.

Some of the measures/options listed in the
non-competitive nature and climate support
scheme may have to be replicated in the
specialist scheme because not all those seeking
to undertake this environmental action may
receive support through the non-competitive
scheme e.g. if they are not farmers or crofters
but are other land managers.

This mechanism should focus on:

« Habitat restoration and creation — Examples
might include management of specific
habitats such as wetland and species-rich
grasslands; specialist moorland management
plans; and the creation/restoration of specific
habitats such as species-rich grassland,
wetland, peatland, floodplain, coastal
saltmarsh.

- Species action - Targeted activity for
particular species such as Corn Bunting,
Chough, Corncrake and waders depends on
focused agri-environment action. Whilst in
some cases this will require farmers and
crofters to undertake new activities or adopt
new practices, it often requires them to
maintain existing practices e.g., beneficial
grazing regimes or late cutting of grass.
Financial support to enable the continuation
of beneficial practices is key and recognises
that there is often an opportunity cost from
doing this.

» Support for management of designated sites
- Support for managing designated sites has
gradually been included in agri-environment
schemes. It is important that this sort of
supportis not lost in future as it is needed to
help achieve the ‘favourable condition’ of
such sites.

- Managing access — At present there is no
public support to help farmers and crofters
manage access despite more and more
people exercising their access rights. This sort
of support was included in AECS, but this
specific element was closed to applications
in 2023 because of funding constraints and
has not been re-opened.

Any future agri-environment scheme would also
need to address the shortcomings of existing
schemes which deter many farmers and crofters
from engaging with agri-environment action.
The existing AECS scheme is criticised for its
inflexibility and bureaucracy; it can be
frustrating and disempowering for those
involved. As such, the government should
explore the possibility of including results or
outcomes-based models that are being rolled
out in other parts of Europe.

The potential of outcome-based approaches
A major frustration with agri-environment
schemes is their inflexibility, as farmers may be
required to carry out prescribed actions even
when conditions make them ineffective. To
address this, outcomes-based approaches,
trialled by NatureScot, link payments to the
results achieved rather than specific actions
undertaken, with payments offered on a sliding
scale so that better environmental outcomes
receive higher rewards (with hybrid options
available to help mitigate the risk of factors
outwith the farmers’ control affecting the
outcome)?.

The NatureScot pilot found that:

« Most participating farmers and crofters
welcomed a system that are less prescriptive
about land management actions.

- They appreciated the flexibility of the
approach and the recognition of their own
knowledge of their land and habitats.

« Farmers and crofters favoured outcome-
based decision making where outcomes
could be broken into clear, measurable
attributes (e.g. scorecard approaches).

« They also valued the ability of outcomes-
based approaches to reflect differences in
farm type, location, and bio geographical
constraints, while allowing flexibility in how
outcomes are achieved.

This approach comes with a significant advisory
and training requirement, which could be
covered if the Tier 4 budget is increased
substantially.

Agroforestry and farm woodlands

Agroforestry effectively means farming with
trees and can include anything from creating
shelter belts and hedgerows to a fully integrated
farming system where livestock and/or crops are
interdependent with trees. The Scottish
Government should provide support to help
farmers establish more hedges, trees and woods
on farms. A report for the Soil Association and
Woodland Trust Scotland in 2024 notes that an
‘..increase in agroforestry would contribute to
woodland creation, biodiversity and
regenerative farming ambitions and targets, with
associated benefits in terms of farm resilience,
farmland biodiversity and connectivity, and farm
carbon reductions’,

This support should include capital grant
funding for establishing trees, coupled with
investment in advice/knowledge exchange. The
support schemes should avoid being overly
prescriptive as the inflexibility of existing
options is acting as a barrier to uptake.

Support for landscape-scale delivery

Existing agri-environment schemes can deliver
fragmented action with limited overall impact.
Better outcomes are achieved when several land
mangers work together to deliver coordinated
environmental benefits, but the current support
framework fails to adequately support
coordinated landscape-scale action. While some
collaborative approaches exist, such as farm
clusters and Landscape Enterprise Networks,
they tend to operate despite, rather than
because of, government support. A new scheme
is needed to support long-term (for ten years or
more), large-scale projects that restore nature
across whole landscapes.
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This support needs to take different forms:

- Support should be available to facilitate
landscape-sale approaches — Landscape-
scale action invariably requires several
farmers to work together, but getting a group
working together towards similar outcomes
can involve a great deal of effort on the part
of those involved and usually requires
specialist support in the form of facilitation
and advice.

- Bespoke support for landscape-scale projects
themselves — While some landscape-scale
projects will be able to be supported through
established schemes like the agri-
environment scheme, others may require an
individual approach. A mechanism should be
available where a group of land managers can
access support for individually tailored
projects.

Support for organic farming

Organic farming is a legally defined system of
farming and food production rooted in
environmental stewardship, high animal welfare,
and natural processes. In practical terms, organic
farming avoids the use of artificial fertilisers and
synthetic pesticides, prohibits genetic
modification and the use of artificial colours or
preservatives, ensures high welfare standards,
with no routine use of antibiotics in livestock,
and is certified annually to ensure compliance
with legally defined standards.

There is currently an aspiration to see the area
under organic management in Scotland double
from 1.8% to 3.6% of the area of agricultural
land (considerably lower than the rate being
achieved in some European countries) and a
new Organic Action Plan has recently been
released™®. This action plan illustrates how
important the government is in achieving
growth in the organic sector.

Converting from a conventional to an organic
approach can come at a short-term cost in
terms of production and income and so the
government has a key role, through its support
framework, in mitigating any short-term costs
that may act as a deterrent to going organic.
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To date, the government has provided this
support through the Agri-Environment Climate
Scheme. The government also has a role in
helping farmers through the provision of training
and advice, which has been available through
the Farm Advisory Service.

Support for organic farming should continue
under any new framework so that barriers to
farmers and crofters going organic are
minimised and the benefits promoted. But
consideration could be given to whether the
support could be provided in a more coherent
way through a dedicated organic scheme and
support hub.

Capital investment for climate and nature

Some action for nature and climate requires
upfront investment in machinery or fencing etc,,
and under existing arrangements this sort of
cost is covered by the agri-environment scheme.
We know, however, that many are reluctant to
enter the existing agri-environment scheme and
so it has been difficult for them to access
funding to help with the acquisition of capital
items that could help them deliver
environmental benefits, even if they are not in
the agri-environment scheme.

This comes even more sharply into focus if the
government were to create a separate non-
competitive nature and climate measures
support scheme (as proposed here) because
some of those measures could require some
capital investment. A discrete capital investment
fund is therefore needed to help farmers and
crofters with the necessary investment to help
them deliver better outcomes.

The Scottish Government in 2025 recognised this
need and created the Future Farming Investment
Scheme (FFIS), which is a capital grant scheme
designed to help farmers and crofters in Scotland
improve the environmental performance of their
agricultural business. The scheme offers upfront
funding to ensure all agricultural businesses have
access to capital support to allow them to carry
out capital investment.

Capital investment for climate and nature — examples

- Temporary fencing for wader management - Simple electric fencing can exclude livestock
from some areas of fields at specific times of year to help breeding success of ground
nesting birds. This reduces the disturbance and risk of trampling.

- No-fence collars for cattle management - Cattle grazing can be an important element of
habitat management but in some areas cattle are no longer grazed because of the
difficulty of access, regular checks and the costs of fencing. No-fence collars offer a new
management tool that allows farmers and crofters to control grazing areas and monitor
individual animals and deliver positive biodiversity management.

The FFIS usefully illustrates some of the issues
that any future government will need to address
in future. The first issue is one of funding. The
government allocated £21 million to this
scheme, which, given the challenges facing
farming and wider society, and the way the
whole industry is being asked to change, is
woefully inadequate.

The second issue relates to administration.
The government appeared to prioritise
spending funds quickly over maximising the
positive outcomes. There was a lack of clarity
on how the government scored applications to
ensure that the most deserving received
funding and there was a lack of clarity on how
the government ensured that the intended
positive environmental benefits would actually
be delivered.

Learning these lessons, a future capital
investment scheme must be sufficiently funded
(which, unless new funding can be found, will
require reallocating funds from other parts of
the framework) and must be robustly
administered to ensure value for money.

Strengthening farmers’ and crofters’ place
in the supply chain

Farmers find themselves operating with very little
influence in a globalised food industry that is
dominated by a small number of very big players.
Farmers and crofters need support to help them
find ways of gaining more power in this

marketplace. This could be by shortening supply
chains and selling produce more directly to
customers, or it could be by helping farmers
come together to act collectively and it can
involve capital and non-capital projects.
Governments have offered support to the
industry for this purpose in the past and it should
continue in the future to help the industry secure
better returns and underpin profitability.

Living with nature support scheme

Some species present challenges to farmers and
crofters because of the impact that those
species can have on farm operations. NatureScot
currently provides support to help farmers
manage the issues that arise through the Beaver
Mitigation Scheme, Goose Management
Schemes and the Sea Eagle Management
Scheme. This support should be retained but it
should also be continually assessed to make
sure that support is only paid to farmers and
crofters where the evidence demonstrates that
itis needed.

At present, this support is provided by
NatureScot, separately to the existing agri-
environment schemes. This arrangement should
continue. AECS or a subsequent agri-
environment scheme should operate separately.
If the funding were to come from the agriculture
budget, additional budget should be allocated
and ring-fenced. Previous experience around the
incorporation of funding for designated sites
into agriculture budgets suggests that the result
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is funding effectively disappears in the long-
term. It should also still be run as a separate
scheme, similar to the way that the Crofting
Agriculture Grant Scheme is separate to
other schemes.

Crofting Support

Crofting is a land tenure system of small-scale
food producers unique to the Scottish Highlands
and Islands. It is an important part of Scotland’s
heritage, landscape and identity and it is
important in maintaining communities in
remote areas. The land management associated
with crofting also helps maintain Scotland’s
biodiversity. It is no coincidence that many of
the last strongholds of species that are under
pressure elsewhere can be found in the crofting
counties. The lower intensity crofting practices
allow space for nature.

The government offers support to crofters to
help maintain crofting activity, helping retain
people in rural communities. This sort of
support should be retained. The degree to
which it is required may be related to the nature
of any reformed income support, LFASS/HNV
support and any other schemes, but until there
is clarity on what the support landscape looks
like it is important to ensure that crofting is
identified as in need of dedicated support.

Support should be available for improvements in
agricultural management that help the crofting
business such as livestock management, grassland
management and storage. There should also be
support for the collaborative management of
common grazings. There are over 1000 common
grazings covering over 500,000 ha. This is a large
area of land that should be beneficial for
biodiversity if managed sympathetically, but
common grazings committees face many
challenges and support to help these committees
engage with positive environmental action is
needed. This could be a combination of support
for facilitation and collaboration on common
grazings with appropriate crofting and land
management practices supported through
agri-environment measures.
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Small producer support (including
market gardening)

Small food producers can be excluded from
support under the existing arrangements. Any
business with less than 3 ha is excluded from
direct support, yet there are many innovative
new businesses being created that are producing
large amounts of food for local markets from
small areas. Market gardens deliver public value
through healthy food, local jobs, and resilient
food systems. The government should therefore
create a dedicated Small Producer/Market
Garden Support Scheme to provide fair funding
for small-scale fruit and vegetable growers
currently excluded from payments.

Diversification support

As the income data for agriculture shows,
Scottish farmers and crofters struggle to achieve
profitability and many are dependent on
ongoing public investment. This situation is far
from ideal. Many farmers and crofters do,
however, have potential opportunities to
develop parallel businesses that could boost
their income in other ways. Diversification is
common across Scotland and can be seenin a
wide range of enterprises from agri-tourism to
farm shops and cafés and contracting.

Diversifying a farming enterprise can, however,
require significant amounts of initial investment,
which can be difficult for an industry that has
been struggling for profitability over the long
term. As such, the government has a useful role
in supporting diversification as a means of
improving profitability and supporting rural
communities. While this sort of support was
provided in rural development programmes
under the umbrella of the EU’s CAP, it has
gradually been lost. It should be resurrected
because one of the objectives of Scottish
agricultural policy is ‘enabling rural communities
to thrive'.

Conclusion

Scottish farming policy must
work better for farmers, nature
and climate

Farming and crofting are vitally important to
Scotland’s food supply, rural communities,
economy, landscapes and biodiversity. Farmers
and crofters are being asked to navigate
unprecedented pressures: volatile markets, rising
input costs, accelerating climate impacts and the
urgent need to halt and reverse nature loss. They
are being asked to produce food while also
delivering climate mitigation and adaptation,
nature restoration and wider public goods. This is
a demanding agenda, and it is one that cannot be
met without effective, well-designed public
policy and investment.

This report has argued that the current
agricultural support framework is not up to that
task. Despite the scale of the climate and nature
emergency, the policy architecture remains
dominated by direct payments designed for a
very different era. While these payments have
helped deliver stability, they come with
significant drawbacks. They are poorly targeted,
inequitable, weakly connected to outcomes, and
they entrench dependency on prescriptive
payments that disempower farmers and crofters
rather than enabling them. At the same time, the
very tools that are best suited to delivering
positive change, agri-environment schemes,
capital support, advice, training and collaborative
approaches, are chronically underfunded.

The result is a support system that asks a great
deal of farmers and crofters but does not give
them the right tools to succeed. Incremental
tweaks to conditionality and minor
environmental add-ons to direct payments
cannot deliver the scale or speed of change
required. Nor can they justify the continued
investment of large sums of public money when
outcomes for nature and climate remain
inadequate. Continuing with an approach that is
known to underperform risks failing farmers,

failing biodiversity targets and undermining
public confidence in agricultural support.

There is, however, a better way forward. This
report has set out a rebalanced and more
coherent approach that builds on the existing
framework but uses it differently. Central to this
alternative is a shift in mindset: from seeing
farmers and crofters as recipients of support
subject to control, to recognising them as
partners in delivering outcomes that are clearly
in the public interest. That shift requires a
different balance of spending, less reliance on
untargeted income support, and far greater
investment in mechanisms that directly support
nature-friendly, climate-resilient and
economically sustainable farming systems.

A reformed framework would retain income
support, but better targeted and occupying a
smaller share of the budget. It would significantly
expand accessible, non-competitive schemes
that reward positive action for nature and
climate across the whole farming sector,
alongside well-funded, specialist schemes for
targeted habitat and species recovery. It would
place far greater emphasis on advice, training,
knowledge exchange and peer-to-peer learning,
recognising this supporting infrastructure as the
engine room of change rather than a peripheral
add-on. Crucially, it would provide farmers and
crofters with clarity, flexibility and trust,
supported by a clear long-term policy direction.

Even with a static farm budget, spending funds
differently would deliver far better value for
money. But there is also a strong case for
increased investment. Restoring biodiversity,
reducing emissions and building resilient farming
systems capable of withstanding future shocks
will require resources that go beyond the current
level of funding. A reformed policy that delivers
demonstrable public benefits would make a
much stronger case for protecting, and
potentially growing, the farming budget in the
years ahead.
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FARMING MATTERS

The decisions taken now about agricultural
support will shape Scotland’s landscapes, food
systems and rural communities for decades. This
is a moment of choice. Scotland can continue
with a largely inherited policy framework that
struggles to meet today’s challenges, or it can
choose to modernise agricultural support so
that it genuinely works for farmers, for nature,
for climate and for society as a whole. Farmers
and crofters deserve a support system that
helps them succeed, not one that holds them
back. Public money deserves to be spent in ways
that deliver the greatest possible public benefit.
With the right choices, Scotland can do both.

Let’s rethink together

A more informed and constructive public
discussion about agricultural policy is urgently
needed. The current polarised debate, in which
environmental and farming interests are too
often portrayed as being in opposition, is deeply
unhelpful. In reality, we are all facing the same
challenges. Climate change and biodiversity loss
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