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28 January 2021 
 
Dear Edward,  
 
Pre-budget financial scrutiny regarding the impact of the COVID-19 pandemic on 
those areas of the Scottish Budget falling within the REC remit 
 
Thank you for your letter of 11 November 2020 where you set out the committee’s pre-
budget scrutiny conclusions for the rural economy.  
 
In my evidence to the Committee on 7 October 2020 I set out my priority to build up our rural 
economy with wellbeing and green recovery at its heart as we respond to the pandemic and 
the impacts of EU Exit. 
 
The publication of the Scottish Budget for 2021-22 comes almost one year on from the first 
case of Covid-19 being notified in Scotland.  Since then, our society, economy and way of 
life have undergone significant change. This is a Budget to provide help in the immediate 
term, but also rebuild a fairer, stronger, and greener economy. 
 
It provides the resources to deliver on the strategic approach set out in Programme for 
Government 2020-21, to protect and renew Scotland, and reset progress towards our 
national outcomes, across three core priorities: a national mission to create new jobs, good 
jobs and green jobs; promoting lifelong health and wellbeing; and, promoting equality and 
helping our young people fulfil their potential 

 
In delivering against these outcomes investment in the rural economy has increased, 
recognising and prioritising those sectors, business and communities most disproportionately 
impacted by Covid and EU Exit.  The portfolio’s overall spending power has significantly 
increased by £95m to £1.12bn (10%) (includes Tourism). 
 
We will ensure stability across the rural economy, create green jobs, cut emissions, address 
climate change and enhance our environment.  We will prioritise investment to help undo the 
damage of Covid in our fragile and hardest hit communities and sectors.   
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Pending the outcome of the work of the Farming and Food Production Future Policy 
Group, in the process of preparing the Scottish budget for 2021-22 and subsequent 
years, the Committee calls on the Scottish Government to consider mechanisms for 
reinforcing conditionality of funding to help drive progress in tackling climate change, 
enhancing biodiversity, increasing technical efficiency and improving productivity, 
thereby increasing the resilience of rural businesses. 
 
The Committee also highlights the significant contribution the agricultural sector can 
potentially make towards achieving the Scottish Government’s goal of a green 
recovery and therefore requests that any additional funding allocated in the 2021-22 
budget towards achieving that goal should be focused accordingly. 

 
With this settlement RET will deliver over £613m in ongoing agricultural support to ensure 
much needed stability to our farmers, crofters and land managers.  We will also start to 
deliver and fund activities to enable the climate change targets through our work with sector 
led groups.   
 
We will provide funding to test the potential to take forward the recommendations from the 
suckler beef climate group and incorporating the outcomes of other sector led groups 
including dairy, pig, high nature value and arable sectors as the basis for future rural support.  
We will take action to tackle climate change, cut emissions and support long term changes to 
make food production in Scotland more sustainable. 
 
After a number of years spent working for a fairer allocation for Scotland, the Bew funds 
totaling £25.7m will also be provided farmers, crofters and land managers to aid transition in 
2021-22.  Furthermore, there is continued investment in the Agricultural Transformation 
Programme, providing £40m to take action to help deliver our target of net zero greenhouse 
gas emissions by 2045 and improve environmental sustainability. 
 
Recognising its crucial importance to many farmers and crofters in Scotland, the 
Committee urges the Scottish Government to continue to work with the UK 
Government to provide additional clarity on future funding of the Less Favoured Area 
Support Scheme. 
 
The Scottish Government has committed to maintaining the Less Favoured Area Support  
scheme despite the overall shortfall in replacement EU funding received from UK 
Government for both farming and fisheries.  Alongside Wales and Northern Ireland we 
continue to press the UK government to make up this shortfall that at present results in 
£170m less for Scotland’s producers and rural communities.  
 
The Committee calls on the Scottish Government, as part of its consideration of the 
2021-22 Scottish budget, to explore opportunities to provide financial support to rural 
businesses that have taken the initiative during the COVID-19 pandemic to sell their 
produce or fish directly to local consumers or that may be interested in doing so in 
the future.  
The Committee would also wish to see the benefits of a place-based approach to 
policy and associated funding, as demonstrated for example by the LEADER 
programme, carried forward into the Scottish budget for 2021-22 and subsequent 
years. 
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The impact of Covid and economic uncertainty caused by EU Exit have taken a huge toll on 
rural businesses, with unemployment rates rising faster in many rural areas than for Scotland 
as a whole. The Scottish Government is committed to addressing and mitigating these 
impacts, helping our rural businesses and communities to recover and supporting them to 
grow.   
 
We are investing a combined £103m in our rural enterprise agencies in 2021-22, an uplift in 
funding of over 20%. This additional funding will underpin their work to improve business and 
community resilience and deliver the national mission to create new, good and green jobs.  
 
As was recognised in the Scottish Government’s response to the Advisory Group on 
Economic Recovery, both Highlands and Islands Enterprise and South of Scotland 
Enterprise take a place-based approach and are particularly embedded in their communities, 
including in fragile rural and island areas. They are best placed to provide support that is 
tailored to the needs of local businesses and communities and designed to help them 
identify areas of future growth, adapt to market changes and respond to new ways of 
working. We acknowledge the role that LEADER plays here too, which is why we have 
continued its funding in 2021-22.   
 
We are also increasing the food and drink budget by 58% compared to last year.  This will 
include investment to deliver year two of the Food & Drink Sector recovery plan supporting 
an agile recovery from Coronavirus and mitigation of EU exit consequences focussing on 
jobs and the viability of businesses, supply chains and communities across Scotland. The 
actions in the recovery plan aim to, amongst other things, capitalise on the increased interest 
in local food.  Our fishermen and food producers have stepped up to the plate through the 
pandemic and we will work to support them and help cement a strong local food culture. 
 
The Committee calls on the Scottish Government to keep it appraised of further 
developments in relation to the Blue Economy Action Plan, the precise level of 
funding secured from the UK Government to support the Action Plan and the 
development of any specific pilot projects under the Action Plan. 

 
Fisheries sought £62m a year for replacement of EU Maritime and Fisheries Fund in the UK 
spending review, however only £14m was made available by UK Government.  As with the 
farming shortfall, we continue to press for a fair and appropriate allocation.  We would 
welcome the Committee’s support in this regard. 

 

The funding that we would expect to receive from this allocation will support and enhance 
the seafood sectors - sea fisheries, aquaculture seafood processing sectors.  Funding will 
deliver against developing priorities for the Blue Economy Action Plan as well as supporting 
actions aimed at enhancing and improving the marine environment and delivering economic 
activity in coastal communities.  Work is on-going to identify priorities and the best approach 
to take.   
 
Finally, the Committee highlights concerns that the Internal Market Bill, currently 
under consideration at Westminster, could curtail the design of a future agricultural 
subsidy regime for Scotland to replace the Common Agricultural Policy and asks the 
Scottish Government to be mindful of this potential risk and to communicate these 
concerns to the Farming and Food Production Future Policy Group. 
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We share the Committee’s concerns.  The Internal Market Act received Royal Assent on 17 
December 2020.  The provisions of the Act mean that UK Ministers could, if they so decide, 
put in place new subsidy controls that would make unlawful payments that we would 
otherwise have been able to make to help support our rural economy. This would certainly 
have a negative impact on Scottish farmers, crofters and wider agricultural businesses.  A 
“one size fits all” framework for agricultural support across the UK would drive a coach and 
horses through devolved competence and could prevent us from tailoring payments to 
Scotland’s specific needs and interests.  It could effectively mean we have to stop direct 
payments, as well as prevent us from staying aligned, where appropriate, with developments 
in the EU CAP.  Neither of which are desirable for our interests and needs 
 
The UK Internal Market Act has the potential to cut across our ability to design an agricultural 
subsidy regime that works for Scotland, which is completely unacceptable, and we will 
continue to press the UK Government on this point.   
 
 
I hope this letter provides you with an outline of my priorities for this budget.  At the heart of 
this government’s ambition is making sure that no part of Scotland is left behind, and that our 
actions support the delivery of a truly inclusive green recovery.  I look forward to speaking to 
you and the Committee members on 17 February 2021. 
 
Yours sincerely  

 
FERGUS EWING 
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