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Al
FOREWORD

This consultation paper proposes key themes and priorities for the Rural Development
Strategy for Scotland for the period 2007-13. A complementary consultation on the Scottish
Rural Development Programme (SRDP) that will implement this strategy will be issued in
March 2006 and I encourage you to consider and provide your views on both documents.

The Rural Development Strategy will guide our use of European Union (EU) funds, domestic
resources and compulsory and voluntary modulation from the single farm payment. You may
have seen media coverage of the EU budget negotiations at the end of 2005 and so will
appreciate that the funding position is tight. Furthermore, a final allocation to Member States
has yet to be agreed. For this reason you will not find any detailed financial information in
this strategy consultation document. However, I hope to be in a position to provide that
information in the strategy itself and in the programme document.

Much has been achieved since the launch of the first SRDP in 2000 during a time of major
change for rural businesses and communities. Reform of the Common Agricultural Policy,
enlargement of the EU and changing attitudes in society have placed ever wider demands on
land managers and others who live and work in rural areas. Our aim is that the Rural
Development Strategy will set out priorities for meeting these challenges in order to shape a
sustainable future for farming, forestry, crofting and the communities that live in Scotland’s
rural and remote places.

The new Programme provides opportunities to build on the quality and competitiveness of
our farming and forest industries and to deliver a wide range of benefits for the environment
and for the people of Scotland. To do this, we propose to take forward our work under three
main themes: underpinning performance and quality in the agriculture, food and forestry
sectors; enhancing rural landscapes and the natural heritage; and promoting a more diverse
rural economy and thriving rural communities. I believe that these themes and the practical
measures that flow from them will help us focus on how to deliver the best outcomes for rural
Scotland.

We have led the way in Britain and Europe with the introduction of Land Management
Contracts and propose to extend this approach in the new Programme. I hope this will
encourage and support land managers and others in rural areas towards a sustainable future.
The new Programme offers opportunities for innovation under the European Leader
arrangements and I hope that your views in response to this consultation will help us shape a
programme that delivers for Scotland. The Less Favoured Area Support Scheme remains an
important feature of life in rural Scotland and this consultation seeks your views on our future



strategy for less favoured areas too. What this consultation does not do is to set out our
detailed plans for these key delivery mechanisms. That information will be found in the
subsequent consultation on the Programme.

Much of the work of developing the strategic direction and programme for rural development
has been done by you and I am grateful for the contributions you have made. I look forward
to hearing your further views on the key themes and priorities for rural development in
Scotland from 2007 to 2013 as set out in this consultation

L

ROSS FINNIE MSP
Minister for Environment and Rural Development



PURPOSE

1. This consultation paper invites your views on the key themes and priorities for the Rural
Development Strategy for Scotland. The Strategy will guide the use of European Union (EU)
funds and other resources for rural development in the 2007-13 Scotland Rural Development
Programme (SRDP). The Strategy will form part of a UK National Strategy Plan which must
be submitted to the European Commission (EC) prior to submission of the 2007-13 SRDP in
summer 2006.

INTRODUCTION

2. This consultation is the first of two prior to the submission of the 2007-13 SRDP. This
first consultation addresses strategic issues. A second consultation will follow shortly on the
content of the SRDP including the mechanisms and agency arrangements to deliver funding.

3. The paper is structured as follows.

Part 1  explains the EC’s proposals for rural development for 2007-13 and its
requirements for National Strategic Plans.

Part2  provides background on key policy documents and the Scottish context for
developing the Strategy, and proposes the main themes and priority actions in
Scotland on which the Strategy will be based.

Part 3  examines implementation issues including the consistency of the Strategy with
other funding programmes, and options for establishing a Rural Network.

4. This paper has been sent to organisations with an interest in rural communities,
agriculture, forestry, the environment and rural development. It is also available online at
www.scotland.gov.uk/consultations/.

5. Written responses to this consultation are invited by 29 March 2006, although you are
encouraged to respond prior to this deadline if possible. You are invited to respond to the
specific questions identified in this document, although we welcome comments on any
further strategic issues that you feel are important. Responses are requested in the order of
the questions asked (although you do not have to answer all of them). Any additional
comments can be made at the end of your response.

Written responses should be sent to:

Zoe Woods

Scottish Executive Environment and Rural Affairs Department
Pentland House (Area 1E)

Robb’s Loan

Edinburgh EH14 ITY

Electronic responses should be sent to rdstrategy@scotland.gsi.gov.uk



Freedom of Information

6. The Scottish Executive intends to publish the responses to this document. Where
respondents have given permission for their response to be made public, we intend to publish
the name and address (or part of the address) of the author along with the response, as this
gives credibility to the consultation exercise. It is therefore important that you let us know
how you wish your response to be handled. If you do not wish to be identified as the author
of your response, or do not wish your response to be published, please state this expressly in
writing to us. We will regard your response as confidential, and we will treat it accordingly.

7. You should be aware that the Scottish Executive is subject to the provisions of the
Freedom of Information (Scotland) Act 2002 and the Environmental Information (Scotland)
Regulations 2004 and would therefore have to consider any request made to it under the Act
or the Regulations for information relating to responses made to this document.



PART 1: EUROPEAN COMMISSION PROPOSALS FOR RURAL DEVELOPMENT

8. Guiding principles for the EU Common Agricultural Policy, market and rural
development policies were set out by the European Council in Gothenburg in 2001 and were
confirmed in the Lisbon Strategy Conclusions in Thessaloniki in 2003. The Gothenburg
aims include limiting climate change and increasing the use of clean energy, addressing
threats to public health, managing natural resources more responsibly, and tackling land use
and transport issues. The Lisbon Strategy is based around two key aims of delivering
stronger, lasting growth and creating good quality jobs in an environmentally sustainable
way.

9. The submission of a National Strategic Plan by each Member State to guide the
distribution of European resources is a requirement of the new Rural Development
Regulation (1698/2005) which sets out how support for rural development will be planned
and implemented. Within the UK, Scotland, England, Wales and Northern Ireland are each
preparing individual strategic plans that will be put together to form the UK National
Strategic Plan.

10. Further to the Regulation, the EC has published strategic guidelines and a working paper
to help Member States develop their national strategies. Key points to note from these
documents are as follows:

e The main principle behind rural development policy is to combine strong economic
performance with sustainable use of natural resources — Member States should show
how the implementation of the National Strategic Plan will contribute to the Lisbon
objectives and how it fits with the Member State’s Lisbon reform programme.

e Member States should adopt integrated approaches to designing their Strategies and
RDPs, and RDPs should complement other EU funding programmes (e.g. Structural
Fund and European Fisheries Fund programmes).

e The main body of the Strategy should be structured around six chapters covering the
main themes of the SRDP, indicative levels of funding and complementarities with
other funding programmes. The six chapters are set out in Annex A. The main body
of the Strategy (for Scotland) should not exceed 20 pages in length (excluding
annexes).

A copy of the Regulation can be downloaded from:
http://europa.eu.int.comm/agriculture/rur/index en.htm

The strategic guidelines can be downloaded from:
http://europa.eu.int/comm/agriculture/capreform/rdguidelines/index en.htm



11. Following reform of the CAP in 2003, EU rural development funding in the 2007-13
programming period will be delivered through a single European Agricultural Fund for Rural
Development (EAFRD). The EAFRD will be used to support three strategic priorities
representing Axes in Regulation 1698/2005.
1. Improving the competitiveness of agriculture and forestry by supporting
restructuring, development and innovation (Axis 1).

11. Improving the environment and the countryside by supporting land
management (Axis 2).

iil. Improving the quality of life in rural areas and encouraging diversification of
economic activity (Axis 3).

The strategic approach also supports a fourth horizontal Axis to enhance the use of the
LEADER approach which is a bottom-up, locally-driven approach to innovation and
development administered by local partnerships. Axis 4 can be delivered across any one or
combination of the three main Axes.

12. The strategic guidelines indicate that there should be consistency and cohesion within
and between the Axes. Contained within the Axes are 42 ‘measures’ (see Annex B) which
provide a broad menu of the types of activity that it is possible to fund in the 2007-13 SRDP.
The measures can contribute to more than one Axis within the Regulation. The National
Strategy and the SRDP must be constructed around these measures.

13. EC Regulation 1698/2005 stipulates that minimum proportions of EAFRD funding
(including compulsory modulation) must be allocated to each of the Axes.

- Axis 1:10%

- Axis 2 : 25%

- Axis 3 : 10%

- Axis 4 : 5% (within the minima for Axes 1-3)
These proportions must be borne in mind when considering the balance between different
types of measures to be supported in the SRDP. Funding from the EAFRD must be matched
by a contribution from national sources.



PART 2: STRATEGIC PRIORITIES FOR RURAL SCOTLAND

14. The Rural Development Strategy for Scotland will be developed and implemented in the
wider context of policy set by the Scottish Executive. The Executive recognises that meeting
the needs of rural areas requires concerted action from a wide range of agencies, stakeholders
and practitioners. Strategic documents on economic development, the natural heritage and
the delivery of public services, and many other areas, are all, therefore, relevant to the future
of Scotland’s rural communities and provide the context for developing this rural strategy.

15. The Partnership Agreement published in 2003 provides the most recent overall
framework for policy development by the Scottish Executive. It touches all areas of life in
Scotland and emphasises the importance of rural areas and communities. It commits the
Executive to maintaining strong, prosperous and growing communities in rural Scotland and
to working to ensure that the rural economy continues to provide jobs and opportunities. It
identifies the key priorities of economic development, sustainable development and the
delivery of public services, all of which are of fundamental importance to rural Scotland.

16. The current approach to rural policies in Scotland is set out in Rural Scotland — A New
Approach which identifies four high-level outcomes to guide rural policy development and
delivery across the Scottish Executive. Rural Scotland should:

1. be integral to Scotland’s success, dynamic in harnessing its traditional strengths, and
with an appetite for change;

il. provide opportunity for young people — so that they do not have to leave rural areas to
progress;

iii. offer a high quality of life to all its citizens, with access to quality services; and,

iv. sustain and make the most of its natural and cultural heritage.

It also emphasises the contribution of many policy areas to the achievement of these
outcomes and provides a framework to ensure that the needs of rural areas are properly
reflected in policy development. The general framework established in the document is
effective and Ministers wish it to continue. However, it will be refreshed this year to reflect
developments since its publication in 2000 and to ensure that it continues to provide the basis
for the future development of Scotland’s rural areas.

17. Sustainable development is fundamental to the Executive’s objectives for rural Scotland.
Choosing Our Future — Scotland’s Sustainable Development Strategy, published in 2005, sets
out a vision for Scotland based on achieving a strong economy while maintaining our rich
natural resources and sustaining thriving communities.

18. For management reasons, the Executive’s Environment and Rural Affairs Department
has been presenting its activities under a strategic set of outcomes headings. These make
clear the need to have competitive agriculture, food and forestry sectors that provide quality
products; to sustain and make the most of our natural and cultural heritage; to maintain
sustainable communities; to improve access to high-quality public services; and to support
economic development that does not undermine environmental goals.

19. Scotland’s major land uses are central to the Executive’s vision for rural development.
A Forward Strategy for Scottish Agriculture (currently being updated) sets out objectives for
a prosperous farming industry based on strong environmental performance, high animal
health and welfare standards (as set out in the Animal Health and Welfare Strategy for Great



Britain), and an integral role in rural development. In the Highlands and Islands, crofting
activities occupy a pivotal role in the agricultural, social and cultural heritage. Forests for
Scotland — The Scottish Forest Strategy (currently under review) emphasises the role of
woodlands in the economy, the natural environment, public enjoyment and local
communities. The Biodiversity Strategy for Scotland maps a 25-year framework of action to
conserve and enhance biodiversity for the health and well-being of people in Scotland,
including an Implementation Plan for rural biodiversity.

20. Promoting a strong and sustainable economy is critical. Smart Successful Scotland
provides a strategic direction for the Enterprise Network in Scotland based on business
growth and improving skills. It is underpinned by the Framework for Economic
Development in Scotland which provides our overarching economic development strategy in
which economic development can complement environmental stewardship.

21. Rural Scotland is also facing new challenges in achieving a sustainable future. The
Scottish Climate Change Programme will be published in early 2006. The Scottish
Executive is committed to ensuring that agriculture and forestry play a key role in mitigating
climate change and that ‘food miles’ are reduced through a greater proportion of Scottish
products being processed and marketed locally. Other environmental challenges, including
minimising diffuse pollution, were highlighted in the Custodians of Change report in 2002.
The EU Water Framework Directive will place considerable pressure on the land-use sector
to meet water quality objectives.

Themes for the Strategy

22. EU guidelines require the National Strategic Plan to set out an approach to each Axis.
Building on the strategic priorities reviewed in paragraphs 14 to 21, we propose that the Rural
Development Strategy for Scotland be structured around three themes that reflect the EU axes
but which address priorities and challenges facing rural Scotland. We propose that these
themes be linked to a series of outcomes for rural areas, and that a series of priority actions be
identified to achieve these outcomes. This is set out below.

23. The three themes that we propose for the strategy are:

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

Theme 2  Enhancing rural landscapes and the natural heritage.
Theme 3  Promoting a more diverse rural economy and thriving rural communities.

24. We propose that the following cross-cutting principles guide our approach to the strategy
and the Programme itself:
e an integrated approach to policy delivery that combines economic, social and
environmental actions;
o flexibility to meet diversity and local distinctiveness across rural Scotland; and,
e promotion of sustainability, resilience and vigour in the rural economy, communities
and natural heritage.



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

Challenges and opportunities

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

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



Strategic outcomes

27. We propose that Actions under Theme 1 contribute to the following outcomes:

agriculture, forestry and agrifood sectors that are competitive in international markets
and that meet the needs of rural Scotland;

exploitation of market opportunities and provision of quality products from
sustainable, traceable sources;

an integrated supply chain that adds maximum value and quality to Scottish products;
a land-use sector that is environmentally sensitive and that capitalises on local
distinctiveness and “sense of place”, by developing new markets for both food and
non-food products and services;

effective product development and promotion through quality branding and
assurance; and,

a skilled and confident workforce that embraces new opportunities.

Our priorities are to:

a. Enhance the competitive performance of producers by

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

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

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

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

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

b. Develop market focus by

enabling businesses to respond effectively to changing demands;

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

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

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

¢. Add value and improve supply chain linkages by

facilitating collaboration and integration across the supply chain to enable the agri-
food sector to develop efficiently and effectively; and,
increasing the proportion of Scottish products that are processed in Scotland.

d. Improve the performance of processors by

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



e. Promote an environmentally sustainable industry by
e targeting capital investment to mitigate farm pollution and secure environmental
improvement;
e developing products that reflect the high quality of the natural and cultural heritage;
and,
e supporting the production of feedstock for renewable energy production.

Balance between priorities

28. We propose that the key priority under this theme is to increase the financial viability and
market focus of the primary land-use sectors in Scotland. We believe that this will be
achieved most effectively through support for investment and enhancement of product
quality, promotion of collaborative supply chains and knowledge transfer.

Theme 2 Enhancing rural landscapes and the natural heritage
Challenges and Opportunities

29. There are major challenges to meet over the coming years. We will continue to develop
and integrate approaches to land management that maintain and enhance the quality of our
natural heritage and that meet animal health and welfare standards. We must meet
international commitments including halting biodiversity loss as part of the EU Habitats
Directive, implementing the EU Water Framework Directive and contributing to UK
commitments under the Kyoto climate change agreement (and associated commitments under
the Scottish Climate Change Programme).

30. Scotland’s natural resources are key assets. They provide an infrastructure for rural
development that we must sustain. Scotland’s biodiversity and landscape are main drivers
behind our successful and growing tourism industry.

Strategic Outcomes

31. We propose that actions under Theme 2 contribute to the following outcomes:

e Scotland’s natural resources (including farmland and forestry) conserved or enhanced
for the long term, with biodiversity as an integral component of actions across rural
Scotland;
well maintained landscapes benefiting people and business;
land management practices that protect and enhance water and soil quality;
well treated and healthy farm animals; and,
climate change mitigation and protection of communities from other environmental
hazards.

32. The EU Strategic Guidelines for Rural Development state that the resources devoted to
Axis 2 should contribute to the following priority areas; biodiversity, preservation and
development of high nature value farming and forestry systems and traditional agricultural
landscapes; water; and climate change.



Our priorities are to:

a. Maintain traditional agricultural landscapes in less favoured areas by

ensuring continued use of land for agriculture and crofting;

monitoring and promoting sustainable farming systems; and,

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

b. Protect and enhance wildlife/biodiversity by

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

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

improving habitat networks among designated sites and in the wider countryside; and,
addressing threats to biodiversity from climate change and invasive non-native
species.

¢. Promote sustainable forest management by

d.

enhancing management of woodlands for biodiversity, landscape and other
environmental objectives in accordance with the UK Forestry Standard; and,
supporting the multifunctional role of forestry through its integration with other land-
uses.

Reduce water pollution, support good quality water and achieve effective

management of water resources in and around Scotland by

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

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

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

air quality by

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

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

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

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

f. Safeguard and enhance landscapes and the historic environment by

conserving and enhancing the distinct identity, the diverse character and special
qualities of Scotland’s landscapes; and,
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e safeguarding and enhancing the distinct cultural and historic identity of each area, as
represented by its significant sites, ancient woodlands, monuments and rural buildings
(“heritage assets”).

Balance between priorities

33. The essence of Theme 2 is to support land management that maintains the distinctive
natural heritage of Scotland and that achieves integration between land-uses. Specific
priorities will vary in different areas but will be weighted towards meeting international
commitments on biodiversity and water quality and on maintaining and enhancing attractive
rural landscapes that benefit the tourism industry. In many instances, the priorities set out
above will complement each other (rather than involving trade-offs) and so can be delivered
jointly.

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

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

Strategic Outcomes

35. We propose that actions under Theme 3 contribute to the following outcomes:

e aprogressive rural economy characterised by a culture of learning and skills to
encourage entrepreneurship;

e rural enterprise benefiting from diversification of agriculture and forestry, and
capitalising on local assets;

e businesses deriving added value from the distinctive natural and cultural resources of
rural Scotland, through local markets and further afield,

e access to outdoor recreation for local populations and those living in towns and cities;
tourism businesses profiting from well maintained landscapes and Scottish food and
woodland products; and,

e thriving rural communities underpinned by a rich and secure cultural heritage.

36. The EU Strategic Guidelines for Rural Development state that the resources devoted to
Axis 3 should contribute to the overarching priority of creating employment opportunities
and should in particular be used to promote; capacity building, skills acquisition, and
organisation for local strategy development.
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Our priorities are to:

a. Achieve a thriving and growing business community by
e increasing collaboration and integration between land-based and other businesses;
e supporting innovative diversification of land-based businesses;
e adding value to rural goods and services, including those in the primary (agriculture,
forestry), manufacturing and processing, and tourism sectors; and,
e supporting activities that strengthen the value and duration of the tourism season,
including support for craft activities.

b. Promote public access and understanding of the countryside by

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

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

e raising awareness, respect and understanding of our countryside, food, farming and
forestry through “first hand” experience; and,

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

c. Building capacity in rural communities by
e addressing gaps in skills provision and non-mainstream training, complementing the
work of local enterprise agencies; and,
e establishing and/or expanding community-led initiatives including building capacity
within local groups and structures, including essential skills for group management.

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

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

e resource and waste management improvements;

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

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

e. Supporting rural services and infrastructure by
e improving the physical environment of villages and conserving the rural heritage;
e local scale provision of affordable housing; and,
e developing improvements in storage and distribution to local markets.

Balance between priorities

37. We propose that actions under Theme 3 focus on diversifying the rural economy, adding
value locally to the products of land-use and others sectors, and enhancing opportunities for
public access and involvement in the countryside. Resources will also be provided for
measures to benefit the wider rural economy. Specific types of actions that will be supported
include small-scale infrastructure and small/micro-business projects, particularly ventures
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that build on the assets and primary products (e.g. agriculture, forestry, food and the natural
heritage) of rural Scotland. A further feature of this theme will be the promotion of locally
driven projects that build capacity and enhance infrastructure in local communities, using the
LEADER approach.

Balance between the themes

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

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

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

The LEADER approach in the new Programme

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

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

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

44. The LEADER+ programme in 2000-6 is operated through 13 Local Action Group
(LAGs) that covered the large majority but not all of rural Scotland. Bringing it within the
remit of the RDR points to the need to engage communities in all rural Scotland. The
coverage of LEADER should be extended in the next Programme. The implementation of
LEADER will be foremost about building capacity, quality local products and administrative
effectiveness in rural development.

13



PART 3: IMPLEMENTATION ISSUES
Rural Development Plans and their funding allocation

45. Agreement was reached on the overall EU Financial Perspective at the meeting of the
meeting of Heads of Government in December 2005 although this is still to be ratified by the
European Parliament. We await information on the level of the UK allocation (and therefore
that of Scotland) of EU rural development funds (EAFRD). Information on funding for
2007-13 will be included in the consultation on the SRDP that will commence in a few
weeks.

Internal and external consistency of the Strategy. Complementarity with other
Community funding instruments

Internal consistency of the Strategy, including links across Axes

46. A fundamental feature of our approach to the 2007-13 SRDP is to develop an integrated
programme of measures with strong links across axes. Extensive work has been carried out
with a wide range of stakeholders to develop Land Management Contracts (LMCs) that link
across axes and therefore provide the opportunity for integrated delivery. We believe that
this is evident in the priorities that have been proposed for each theme in the strategy. Our
proposal is to adopt integrated delivery mechanisms that allow land managers and rural
businesses to adopt complementary actions that address economic, social and environmental
objectives. LMCs support actions to boost product quality and competitiveness, deliver
environmental gains from land management and diversify the land-based sector into the
wider rural economy.

47. The Less Favoured Area Support Scheme (LFASS) contributes to maintenance of
traditional agriculture landscape through continued use of agricultural land. During the years
2007, 2008 and 2009, certain articles in Regulation 1257/1999 will continue to apply to LFA
support. This support, under Axis 2, remains very important for much of rural Scotland,
where 85% of agricultural land lies within Less Favoured Areas;. it is crucial to retaining
agricultural activity, from which environmental, economic and social benefits flow.

Co-ordination: relationship with other EU and domestic funding streams

48. The Commission’s proposals for Structural and Cohesion Funds (SCF), the European
Agricultural Fund for Rural Development (EAFRD) and the European Fisheries Fund (EFF)
require that funding provision must be consistent with the objectives of the other funds and
that plans must contain information on the mechanisms for ensuring coordination of
assistance between all three funds.

49. The Community Strategic Guidelines for rural development suggest ways in which
demarcation could be organised using the scale of intervention and targeting. For example,
local community infrastructure projects could be supported under Axis 3 whilst projects of
more regional significance would be funded using the Structural Funds. We propose that
projects funded by the EAFRD will focus on small-scale infrastructure and small and micro-
businesses. The guidelines also suggest that, in relation to human capital, a priority for
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EAFRD would be to support training in the land-use sector, including diversification into
other activities.

50. The SRDP will complement funding provided through other domestic sources such as
that for infrastructure, business development and training through the Scottish Executive, the
Government network of enterprise agencies and local authorities across Scotland. In
addition, we are examining other grant schemes that are currently funded by the Scottish
Executive Environment and Rural Affairs Department (for example, the Agriculture
Processing and Marketing Grants Scheme and the Farm Business Development Scheme), and
how these may be used to complement the resources of the next SRDP. This is important for
Theme 1 and especially Theme 3 where not all of the priorities will necessarily be addressed
by the SRDP — other programmes and funding streams may be more relevant. However, they
are integral elements of our approach to rural development and we seek to ensure
complementarity of approach.

51. To ensure we meet the Commission’s proposals, we are developing new strategies for
maximising the value of EU funds, in tandem with national funding, to contribute to our rural
outcomes. The Rural Development Strategy under consultation in this document proposes
priorities for spending through the EAFRD, including implementation of the LEADER
approach. We are also developing strategies for the use of Fisheries and Structural Funds,
which, together with the Rural Development Strategy, will explain how European funding
will support the economic development and sustainable development of our rural areas.

Rural Network

52. Dissemination of good practice and learning from the experience of others will help to
ensure that positive outcomes from the SRDP become embedded in the actions of those living
and working in rural Scotland. Article 68 of the new Rural Development Regulation
(1698/2005) requires each Member State to establish a National Rural Network. The UK
Network should share and disseminate knowledge and experience on rural development
among stakeholder organisations and administrations, including those representing different
beneficiaries of the Programme.

53. The UK is required to ring-fence funding and allocate it to the Network which is to be
used for the structures needed to run the network and preparing an Action Plan. This Action
Plan will contain as a minimum:

e Identification and analysis of good transferable practices and the provision of
information about them, including best practice on each Axis, the measures and the
themes and on implementation issues such as evaluation;

e Details on Network management;

e Organisation of exchanges of experience and know-how, including on administrative
topics and procedures;

e Preparation of training programmes for local action groups in the process of
formation; and

e Technical assistance for inter-territorial and transnational cooperation.

54. Different options exist for the network. For example, a web-based or ‘virtual’ approach

could be established including ‘chat rooms’ to facilitate day-to-day communications.
Alternatively, a network could be set up based on a programme of seminars and meetings.
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Value-for-money and minimal bureaucracy should be a key consideration in designing the
network. It may also be possible to operate a Scotland Network to focus specifically on the
SRDP if this is considered cost-effective.
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QUESTIONS FOR CONSULTATION

Strategic priorities for rural Scotland

Q1. Do you feel that Paragraphs 14 to 21 provide a fair synopsis of the Strategic Priorities
for rural Scotland

Q2. Do you agree that the themes that have been identified match the requirements for
implementing Axes 1-3 in the Rural Development Regulation?

If appropriate, please provide suggestions in your answers
For each of Themes 1, 2 and 3

Q3. Do you agree with the opportunities that are presented?
Q4. Do you agree with the strategic outcomes?
Q5. Do you agree with priorities listed and the balance that is proposed between them?

Q6. Do you agree with the proposed balance between the themes?

Please provide evidence if you think that anything should be removed or added.
For Themes 1, 2 and 3 together

Q7. Do you have any proposals on how the priorities outlined in the three Themes can be
implemented to reflect priorities in local areas?

LEADER

Q7. What are the opportunities and risks presented by incorporation of LEADER into the
SRDP?

Q8. How should LEADER be applied in order to maximise its added value in terms of
capacity-building and locally-driven development?
Internal and External Consistency of the Strategy

Q9. Do you think that the proposed approach achieves appropriate integration and links
between themes?

Q10. How can consistency and complementarity with other EU and domestic funding
streams be achieved most effectively?
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Rural Network
Q11. What should be the key outcomes from setting up a rural network?

Q12. What approach do you consider to be the most effective and practical for establishing a
rural network?

Q13. What, if any, are the benefits of a Scotland network?
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ANNEX 1
STRUCTURE FOR THE STRATEGIC PLAN
Chapter 1 — Baseline analysis of the economic, social and environmental situation and setting

of baseline indicators

Chapter 2 — Overall strategy, translation of Community priorities and setting of national
priorities

Chapter 3 — Strategy per axis, including quantified targets and objectives and indicators to be
used

Chapter 4 — RDPs and their indicative allocation, including Convergence amounts

Chapter 5 — Internal and external consistency of the NSP, complementarity with other
Community funding instruments

Chapter 6 — Amount and set up for the national rural network
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ANNEX B

Rural Development Measures under the Rural Development Regulation (1698/2005)

Axis 1 Improving the competitiveness of the agricultural and forestry sector

(a) Measures aimed at promoting knowledge and improving human potential through:

1
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vocational training and information actions, including diffusion of scientific
knowledge and innovative practises, for persons engaged in the agricultural, food and
forestry sectors;

setting up of young farmers;

early retirement of farmers and farm workers;

use of advisory services by farmers and forest holders; and,

setting up of farm management, farm relief and farm advisory services, as well as of
forestry advisory services.

(b) Measures aimed at restructuring and developing physical potential and promoting
innovation through:
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modernisation of agricultural holdings;

improving the economic value of forests;

adding value to agricultural and forestry products;

cooperation for development of new products, processes and technologies in the
agriculture and food sector and in the forestry sector;

improving and developing infrastructure related to the development and adaptation of
agriculture and forestry; and,

restoring agricultural production potential damaged by natural disasters and
introducing appropriate prevention actions.

(c) Measures aimed at improving the quality of agricultural production and products by:

12
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helping farmers to adapt to demanding standards based on Community legislation;
supporting farmers who participate in food quality schemes; and,

supporting produced groups for information and promotion activities for products
under food quality schemes.

(d) Transitional measures for the Czech Republic, Estonia, Cyprus, Latvia, Lithuania,
Hungary, Malta, Poland, Slovenia and Slovakia concerning:

15
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supporting semi-subsistence agricultural holdings undergoing restructuring; and,
supporting setting up of producer groups.

Axis 2 Improving the environment and the countryside

(a) Measures targeting the sustainable use of agricultural land through:

17
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natural handicap payments to farmers in mountain areas;
payments to farmers in areas with handicaps, other than mountain areas;
Natura 2000 payments and payments linked to directive 2000/60/EC;
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20 agri-environment payments;
21 animal welfare payments; and,
22 support for non-productive investments.

(b) Measures targeting the sustainable use of forestry land through:

23 first afforestation of agricultural land,

24 first establishment of agro forestry systems on agricultural land,

25 first afforestation of non-agricultural land;

26 Natura 2000 payments;

27 forest-environment payments;

28 restoring forestry potential and introducing prevention actions; and,
29 support for non-productive investments.

Axis 3 The quality of life in rural areas and diversification of the rural economy

(a) Measures to diversify the rural economy, comprising:

30 diversification into non-agricultural activities;

31 support for the creation and development of micro-enterprises with a view to
promoting entrepreneurship and developing the economic fabric; and,

32 encouragement of tourism activities.

(b) Measures to improve the quality of life in rural areas, comprising:

33 basic services for the economy and rural population;
34 village renewal and development; and,
35 conservation and upgrading of the rural heritage.

(c) Training, skills acquisition and animation

36 training and information for economic actors operating in the fields covered by axis
3; and,
37 skills acquisition and animation with a view to preparing and implementing a local

development strategy.

Axis 4 Leader

38 implementing local development strategies with a view to achieving the objectives of
one or more of the three other axes;

39 implementing cooperation projects involving the objectives selected under point 38;
and,

40 running the local action group, acquiring skills and animating the territory as

referred to in Article 59.
Technical Assistance

41 provision for the European Network for Rural Development; and,
42 provision for a National rural network.
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