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11 July 2013 
 
 
Dear Rob 
 
CAP REFORM 2014 – 2020 
 
I am writing to update you on the outcome of the recent CAP Reform negotiations in 
Luxembourg and Brussels. I attended Agriculture Council in Luxembourg, as part of the UK 
delegation alongside Secretary of State, Owen Paterson, and the other Devolved Ministers, 
Alun Davies and Michelle O’Neill. 
 
After over 2 days of talks at Agriculture Council in Luxembourg and a further day’s 
discussions in Brussels, the Council of Ministers, European Parliament and European 
Commission have finally reached a political agreement on CAP reform.   
 
There are still some outstanding issues to be resolved, tied to the Multiannual Financial 
Framework, which are being considered by the European Parliament. However, we do not 
expect the Parliament to reopen other parts of the deal which have been agreed, and so we 
now have a good idea of the main framework for the future CAP. 
 
Getting this agreement was critical, as it sets out the main aspects of the next CAP up to 
2020 and the agreement clears up a lot of uncertainty that our farmers have been facing. 
We, of course, also still need to wait to see what the Commission proposes in its 
implementing rules. These should appear in the next few months, and they will set out the 
exact details that we will need to adhere to when implementing the future CAP in Scotland. 
 
We also still need to agree Scotland’s share of the UK’s allocation of the future CAP budget 
and this will be a key factor in determining exactly what we can do in the future CAP.   
 
At present, we have a very disappointingly low and unacceptable allocation at less than half 
the average European rate for direct payments, and we must ensure that Scotland gets the 
best possible settlement. 
 
     /Overall 
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Overall, the new CAP policy is a good one for Scotland, particularly for our new entrants 
where we have managed to secure all our asks. We have secured much improved Greening 
measures, even if the final measures are not without their challenges, and we should also 
now be able to ensure payments only go to active farmers, not slipper farmers. 
 
Needless to say, we did not get everything we asked for, most notably on voluntary coupled 
support (VCS) where we had argued for a level playing field across Europe. However, we 
will be able to use up to 8% of our direct payments ceiling for VCS in future, which is almost 
double what we currently use for the Scottish Beef Scheme, so there is some flexibility there.   
 
My preliminary report on the main points of the CAP Reform deal are set out in the attached 
Annex. 
 

 
 
RICHARD LOCHHEAD 
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ANNEX 
 
Main issues Scotland wanted to address and main points of the CAP Reform 
agreement: 
 
Pillar 1: 

 Permanent grassland definition – the original proposed definition was problematic 

for some Scottish farmers as it would have excluded non-herbaceous forage such as 
heather. 
 

o Text now allows grazed heather to be eligible for direct payments. 
 

 Agricultural activity definition (the Scottish clause) – since payments were 

decoupled from production under last CAP reform, there has been much attention in 
Scotland on the “slipper farming” issue.   Under the current CAP,  provided the land is 
in good agricultural and environmental condition a farmer need do very little in order 
to receive Single Farm Payments. The new CAP will change this since: 
 

o The Scottish Clause (Art 4 (1c) will help tackle slipper farming by ensuring 
payments are better targeted at land which is actively managed; 

o Active Farmer (Art 9) – sets out a mandatory negative list of organisations 
(airports, railway services, water works, real estate services, permanent sports 
and recreational grounds) that would not automatically qualify for the new 
Basic Payment;  

o This negative list will not apply to small farmers. Scotland will be able to set the 
level of payment, which cannot exceed €5k, at which this derogation will apply. 

 

 First allocation of entitlements – the original proposal from the Commission 

included a “double gate” or “golden ticket” eligibility clause that would have meant that 
future payments could only have gone to farmers receiving SFP in 2013.  Farmers 
without SFP in 2013 such as new entrants and other active farmers without 
entitlements (e.g. deer farmers) would have been excluded from new Basic Payment 
scheme. Changes to the text now meet Scotland’s needs: 
 

o The agreed text will allow farmers currently with no entitlements, to apply for 
new entitlements provided that they are active farmers in 2015 and can supply 
other evidence of agricultural activity in 2013. 

 

 Internal convergence – the original proposal from the Commission was very 

restrictive and unhelpful to new entrants. The pace of change in the move from 
historic to area payments in Scotland depends on how well new entrants are catered 
for in the new scheme.  Given the good outcome for new entrants, in these 
negotiations, Scotland now has the opportunity to consider further how best to 
introduce area payments across Scotland.   

 
o Scotland will have the flexibility to set its own pace for the move from historic to 

area payments and may in addition, if it wishes, restrict the extent of this 
flattening process.  Payments would however need to reach at least 60% of the 
regional average per hectare rate and if wished could go further.   
 

 Capping – the original proposal from the Commission set out a mandatory capping 

requirement where the size of Basic Payments would be progressively reduced to the 
point that they were finally capped at €300,000.  The proposals as set out would have 
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been extremely difficult to implement in Scotland as things like salaries and Greening 
payments would have had to be taken into account.  
 

o Although capping is one aspect of the future CAP where there is still no formal 
agreement, since it is also mentioned in the European Budget deal, an 
alternative proposal was agreed in Europe which would require Scotland to 
reduce payments over €150k by at least 5%.  This means that if Scotland 
wished reductions could be much higher.  

o The agreed proposal will be much easier to implement in Scotland since 
salaries do not need to be taken into account. 

 

 National Reserve – Scotland had a number of issues with the original text from the 

Commission which was very tightly drawn and did little to help new entrants.  There 
were restrictions on how the National Reserve could be used that were unhelpful and 
there was no provision to top up the reserve to ensure that it could meet the needs of 
future new entrants.  The agreed text will allow Scotland to: 
  

o fund the NR in Year 1 and in subsequent years at the level necessary; 
o ensure fair treatment to new entrants by topping up the value of payment 

entitlements for new entrants with low or no historic entitlements; 
o award entitlements to new entrants not just young farmers. 

 

 Flexibility – This provision allows Scotland to transfer up to 15% funds from Pillar 1 

to Pillar 2 rather like the current transfer under modulation.  Due to Scotland’s very 
low Pillar 2 rural development allocation it is likely that Scotland will have to use this 
Flexibility provision to transfer funds from Pillar 1 to Pillar 2, however, unlike many of 
the newer Member States Scotland is less likely to want to use reverse flexibility 
option  to transfer European funding from P2 to P1. Changes to the text mean that: 
 

o Scotland has until December 2013 rather than this August to decide on 
whether and how it wishes to use the Flexibility and reverse Flexibility 
provisions; 

o Any decision to transfer funding between the two CAP Pillars from P1 to P2 
can be reviewed in 2018; 

o Decisions on Flexibility now need to be considered alongside other  transfers 
resulting from the deductions to large payments which also go to Pillar 2. 

 

 Greening – Whilst supporting the principle of a Greener CAP there have been issues 

for Scotland over the original 3 Greening measures proposed by the Commission 
since. The original measures lacked flexibility and would not have deliver 
environmental outcomes without having unintended adverse consequences. 
  

o Text now allows option of “equivalence” so that Scotland can consider, 
whether there are ways Greening can be used to help address climate change. 

 
o Crop diversification measures will work better in Scotland’s hills: 

 The minimum threshold has been increased and split into two to better 
reflect farming practices. This means that farms with small arable areas 
of between 10 and 30 hectares will now need to be sure that they have 
at least 2 crops whilst those with over 30 hectares of arable land will 
need to have at least 3 crops. 
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 Mainly grass farms (75% temporary or permanent grass) will be exempt 
from crop diversification provided the remaining arable area does not 
exceed 30 hectares. 

 Winter and spring cereals and the different types of Brassica crops 
(turnips, kale, oilseed rape etc) will count as different crops. 

 
o Permanent grassland can be monitored at national, regional or farm level 

where area provided the area does not decrease by more than 5% of the 2012 
area. 

 
o The proposal for the environmentally-beneficial Ecological Focus Areas 

(EFA) has been retained but changes should allow it to be implemented in a 

more proportionate manner: 
 The initial requirement for 7% EFA has been reduced to 5% in 2015 with 

the option of an increase in 2017 which should allow farmers and 
administrators time to adjust; 

 A 15ha arable minimum threshold has been introduced so farms with 
very small areas of arable crop should be exempt; 

 EFA now only applies to arable crops as permanent crops such as 
raspberries have now been excluded. 

 There are exemptions for mainly grass farms where >75% of  holding is 
grass, forested as long as the remaining arable area does not exceed 
30 ha; 

 There is an increased list of options available under EFA for MS to 
choose from; 

 Further provisions encourage farmers with adjacent areas of EFA to 
work together. 
 

 Greening penalty – the Commission originally proposed that all of a farmer’s Basic 

Payment could be at risk not just the Greening payment if relevant Greening 
requirements were not met.  The text is now more proportionate: 
 

o Additional administrative penalties will be phased in and will not start until 
2018. This means that in 2018 well as losing the Greening payment, there may 
be an additional loss of an administrative penalty worth 20% of the Greening 
payment in 2018 and 25% thereafter.     
 

 Young Farmer scheme – the Commission proposed a mandatory Young Farmer 

scheme. Scotland has argued for it to be voluntary and with no age restriction.  
 

o Young Farmer scheme will be mandatory using up to 2% of national ceiling and 
age limit still applies. Flexibility for MS over how payment is calculated and 
payments can be made for the first 5 years that a young farmer is in charge.   

 

 Voluntary Coupled Support – the Commission proposal would have only allowed 
Scotland to use up to 5% of its regional ceiling whilst other countries that have not yet 
decoupled could use 10% or more in some circumstances.  Scotland argued for the 
option of being able to use up to 15% and for a level playing field across EU.   
 

o A two tier approach with slightly increased limits has been agreed.  All Member 
States will be allowed to use up to 8% of its ceiling plus a further 2% for protein 
crops. This is more than double the 3.5% limit agreed after the CAP Health 
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Check in 2009 and far more than the 4.8% currently used for the Scottish Beef 
Scheme.   

o However, countries who have used over 5% in any year between 2010 and 
2014 can in future use up to 13% of their ceiling plus 2% for protein crops and 
countries who still use more than 10% can in future use more than 13% with 
Commission approval. 

 

 Small Farmer scheme – Scotland argued for a voluntary scheme with the option to 
make a higher maximum payment of up to €2,000 rather than €1,000 suggested by 
the Commission. This would make the scheme more attractive to Scottish smaller 
farmers and would have created genuine simplification for farmers and 
administrations.   
 

o The Small Farmer Scheme will be optional and the maximum payment possible 
has been increased from €1000 to €1,250; 

o Several ways of calculating how to make the payment. 
 

 Financial Discipline – Financial discipline sets out two important technical aspects of 

the future CAP.  Scotland argued that if direct payment spending is likely to exceed 
the ceiling then reductions should apply to all farmers and sought to overturn €5,000 
franchise.   
 

o Franchise has now been set at the lower level of €2,000 instead of €5,000.  
This will marginally reduce the reduction rate applied but is not ideal. 

 
Pillar 2 – Rural Development Regulation – Final position 

 

 Six Union priorities for rural development were proposed. 
o These are retained, but have been expanded to include, amongst other 

amendments, greater recognition of forestry and processing and marketing of 
agricultural products. 
 

 Original proposals included support for quality schemes were included. 
o Support under this measure may also cover costs arising from information and 

promotion activities implemented by groups of producers in the internal market, 
concerning products covered by a quality scheme receiving support in 
accordance with paragraph 1. 

 

 Original proposals suggested an environmental minimum spend of 25% for only the 
agri-environment-climate measure. 

o ANC (Areas of Natural Constraint) and forestry will now count towards the 30% 
environmental spending requirement. 

 

 Original proposals for new entrant start-up support to be limited to young farmers 
under 40 years. 

o Despite strong lobbying by Scotland to remove the age limit, the 40 year limit 
remains.  
 

 The initial proposals did not permit woodland creation payments to include 
compensation for income foregone (as is currently allowed under the SRDP 2007 – 
2013). 

o The final agreement retains the option to ensure that when woodland is 
created, farmers are compensated for agricultural income foregone. 



Taigh Naomh Anndrais,  Rathad Regent, Dùn Èideann  EH1 3DG 
St Andrew’s House, Regent Road, Edinburgh  EH1 3DG 

www.scotland.gov.uk 
  

 

 

 There was uncertainty whether double funding would be permitted for agri-
environment-climate measures and greening. 

o Agri-environment-climate payments are only to cover commitments going 
beyond mandatory standards – so there should be no double funding. 

 

 Payments to farmers in areas facing constraints through ANC was to be introduced at 
the same time as the next Rural Development Programme 

o The final agreement allows for an optional delay until 2018 to allow MS time to 
prepare for ANC and the ability to continue paying LFASS in the interim.   

o The final agreement links ANC payments to activity, as defined in the Direct 
Payments regulation. 
 

 Areas with Natural Constraints (ANC) were to be designated at LAU2 (ward) level with 
restrictive methods for fine tuning the initial designation. 

o There is now greater flexibility over designating land as ANC and the allowance 
to map against other administrative units, which will permit us to use 
agricultural parishes. 
 

 

 
 
 


