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SUMMAR/

The North East of Scotland Case Study Area was redefined by EUROSTAT from
01/01/08 as the NUTS 2 & 3 area ¢ UKM5 & UKM50 ¢ enclosing the two unitary
authorities of Aberdeen City and Aberdeenshire. These two authorities, while
remaining independent Councils, joined together in 2005 to brand themselves
together as the éAberdeen City and Shire€ in order to raise the profile of the region
nationally and internationally. As a result, this case study area can be considered a
city-region with an extensive rural hinterland. It is a region significantly influenced
¢ but not dominated ¢ by the city.

The population of the City of Aberdeen in 2006, at 206,880 (GROS, revised 2007),

represented 47% of the regionQ total population of 443,140. If urban settlements

within Aberdeenshire with a population greater than 3,000 are included, a total of
onyIppn A& F2dzyR (2 A0S Ay dzNBly | NBIFax
Projections show the City population shrinking by 19.8% by 2021, while the

population of the Shire increases by 7.5%, predominantly in its urban settlements.

The 2007 Aberdeen City and Shire Economic Review highlighted recent trends
within the region as:

e Economic growth, driven by activity within the Oil & Gas sector, continues to
outperform the rest of Scotland, with annual rates of growth of around 2.4%
perannum. ¢ KS | NBI Q&4 DNR&aa =+l fdzS ! RRSR A&z
third highest in the UK, with consistently high increases in the rate of new
business formation.

¢ Oil & Gas activity remains strong, driven by high oil prices and the international
opportunities that can be serviced from Aberdeen. The region continues to be
the main service base for the North Sea oil industry but has also developed as a
major player in world energy markets.

¢ The non-energy sector remains important with engineering activity spinning off
from Oil & Gas into such areas as renewable energies, manufacturing and
fabrication. Retailing continues to develop as a major business sector, with
significant retailing investments throughout the region.

e House prices remain high despite a slowdown in 2008 in house-building
activity. Unemployment rates are consistently very low, at around 1.3% - the
lowest in Scotland.

Despite these undoubted strengths, a number of concerns remain in the region.
These include;

e The dependency of the region on the Oil & Gas sector; the region is
challenged to diversify regional activity.

Www.cap-ire.eu « Info@cap-ire.eu 5
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farming, fishing, food processing and traditional manufacturing.

e Skill shortages, an aging population and areas of continuing social
deprivation ¢ which is however limited to only a few inner city areas within
Aberdeen and the traditional fishing towns of Peterhead and Fraserburgh.

Agriculture in the North-East of Scotland has historically been very important,

locally, nationally and even internationally. It has made ¢ and continues to make ¢
adAIYATFAOLIY(d O2ydNARodziAzy G2 {O2GftFyRQa |3
world-famous Aberdeen-Angus breed of beef cattle, its leaders take important

leadership roles in national institutions, and its agri-businesses dominate a number

of important industrial sectors. Within Scotland as a whole, agriculture provides

2.2% of total employment, but within the North-East of Scotland, this rises to

5.24% of the working population s KAf S GAGKAY (GKS NB3IA2yQa Y
remote areas its importance rises to around 25% of the working population.

In recent years, in line with national and international trends, the number
employed within agriculture has declined significantly. Over the period 2000¢
2007, the number of full-time farmers in the region fell by 11% to 1,722, while full-
time staff numbers fell by 23% to 1,819. Part-time employment meanwhile rose,
with the number of part-time farmers increasing by 1% to 2,392 and the number of
part-time staff increasing by 7% to 936. Machinery Rings ¢ organised by their
members as agricultural co-operatives ¢ are used extensively to reduce
mechanisation and labour costs and allows farming business to operate with little
employed labour.

Farms are predominantly of the mixed type, with a range of both arable and
livestock enterprises on a topography which ranges from the relatively flat and
fertile coastal plain to the high (up to 1000m) areas in the Grampian Mountains.
Beef production remains important, with 1,217 farms raising and breeding 58,529
beef cows. In comparison, only 100 farms are involved in dairy production, with
9,124 dairy cows.

Cereal production in the area has supported an important pig and poultry industry
and helps supply ScotlandQ #ery significant whisky industry with malting barley.
The annual cereal harvest in the North-East of Scotland is, however, one of the
latest in Europe, and faces competition from earlier harvests elsewhere ¢
particularly in the South of England and from Denmark. Low summer
temperatures, due to a maritime climate, limit the production of quality wheat,
with most output going for animal feed. However, the regionQ relatively long
growing season and extensive summer daylight favours oilseed rape, giving
Scotland the highest oilseed rape yields in Europe. It is also an important seed
potato area due to the low incidence of disease.

6 www.cap-ire.eu » Info@cap-ire.eu
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Economic pressures are encouraging a concentration and rationalisation of
production with most farming households looking to diversify their sources of
income where (as is usual) straightforward agricultural expansion is not possible.
The CAP has arguably had a strong influence on farming activities although it is
impossible to ascertain whether similar changes would have occurred in the
absence of its policy incentives. Following EU accession by the UK in 1973, arable
areas expanded while grass-based enterprises reduced. Farm size increased, farm
buildings were extensively modernised and field boundaries were removed to
allow for greater mechanisation of operations. Agri-environmental schemes have
been well received, with a good uptake and involvement in most of the schemes
offered by the Rural Development Programme (RDP).

Farmers, farm workers and their households have made a particularly strong
contribution to the culture and character of the North East. This is most clearly
seen in the historical importance and continuing strength of the Doric language, a
unique ¢ and mainly rural ¢ dialect of the English language.

Beyond this, farms and their households traditionally formed the cornerstones of
rural society. The impact of these households is, however, now weakening quickly,
and in some semi-urban areas of the Shire have virtually disappeared. The huge
influence of the city of Aberdeen and of the Oil and Gas industry is drawing the
younger generation in rural areas away from farming activities. Moreover, a large
increase in the population of the Shire, with increasing numbers commuting to
predominantly ¢ but not solely ¢ oil, or oil-related, industry, has eroded the
influence of farm households on activity in rural areas.

Concentration and consolidation of activity in the industries up-stream and down-
stream of agriculture ¢ the input supply and product-processing industries ¢ has
reduced the local importance of agriculture. However, food and drink production
remains an important sector in some rural areas.

The Local Policy Network (LPN) felt that the difference between urban and rural
society in the region was rapidly disappearing and could not remain. The
importance of farming households to local economies would continue to shrink.
Agriculture would nevertheless remain important in the more remote rural areas
of the study region and will continue to be the principal land user across the entire
region. Its impact on the environment will, it is expected, increasingly be
recognised.

The CAP was felt to be required to deliver over the long-0 SNY Gadzadl Ayl
benefits to the environment, society and to the economy of rural areas; and to be

dfair and equitable€. Non-farming income would increasingly become important to

farming households ¢ as it is now ¢ with farming businesses looking to the CAP to

support non-farming investment opportunities.

Www.cap-ire.eu « Info@cap-ire.eu 7



CAP-IRE_area_description - NEScotland - 240608.doc "

1 IDENTIFICATION ANCESCRIPTION OF STUAREA
(NUTS AND NUTS BEVEL

Name North East of Scotland

Country UK

NUTS 2 UKM5 & UKM50 (NUTS 3)

Geographical location Aberdeen City and Aberdeenshire, Scotland, UK

General comments/qualifications This region was re-specified by EUROSTAT
from 1% January 2008. Previously, following Objective 1 boundaries, the North East
of Scotland was considered to include Aberdeen City, Aberdeenshire and NE Moray.

The new North East of Scotland includes only Aberdeen City and Aberdeen Shire ¢
described as both UKM5 & UKM50

As a consequence of this re-specification, EUROSTAT has no data for these new
UKM5 & UKM50 regions.

8 www.cap-ire.eu » Info@cap-ire.eu
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Figurel ¢ Map of Case Study Area
Cb2NIK 9Fad 2F {O2GftlyR AyO2NLER2NI Ay
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Please attach a detailed map of your area.

1.1 Sociedemographic aspecttdNUTS &3 level)

Tablel¢ Main sociecdemographic aspects

Www.cap-ire.eu « Info@cap-ire.eu 9
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NUTZ3 region: Surface Population(2006)

HA % Number %
Total 649,900 100 443,140 100
Urban - - 308,650 70

City+shired SG Gt SY §

3,000

Rural - - 134,490 30

{ KANB &asSdaidft g
Aberdeen City 18,600 3 206,880 47
Aberdeenshire 631,300 97 236,260 53
(KANB aSdifsSy] (101,770) (43)
{ KANB asuau) Sy (134,490) (57)

Sources: GROS 2007; Aberdeenshire Profile 2007, Town Profiles 2007, Aberdeenshire

Council 2008.

Population Density (2006) 68.19
(Head)/km2

Aberdeen City 1,112.25

Aberdeenshire 37.42

Average age (years) 37.58

Aberdeen City 36.53

Aberdeenshire 38.50

Source: Aberdeen City and Shire Economic Review 2007

Comments

Population projections to 2021 show projected % change 2004 -2021

- Aberdeen City & Shire
- Aberdeen City
- Aberdeenshire

-5.3%
-19.8%
+7.5%

(Source: General Register for Scotland (GROS) 2004 projections.)

Aberdeen City Council and Aberdeenshire Council population forecasts to 2021 show:

- Aberdeen City & Shire
- Aberdeen City
- Aberdeenshire

- 0.9% (431,989)
-1.9% (202,636)
+0.0% (229,353)

(Source: Aberdeen City and Shire Economic Review 2007)

10

www.cap-ire.eu » Info@cap-ire.eu




CAP-IRE_area_description - NEScotland - 240608.doc

1.1.1 Social indicators

Table2 ¢ Employment

Females Males Total
Employment rate 62.5 77.4 69.9
- Economically Active 16-74 yr old
% of total in age group 16 -74
Unemployment rate 3.2 4.2 3.8
% of economically active
- Aberdeen City 31 4.7 4.0
- Aberdeenshire 3.4 3.7 35
Employment rate of older workers 455 69.5 57
(55-64 yrs old)
% of age group ecpnomica}IIy active ,
9dzNRB &Gl G NBLRNIL <
economically active rising from 47% in
1996 to 57% in 2007
Average exit age from the labour n/a n/a n/a
force ¢ not reported for UKM50
Employment rate in primary sector
(2001 Census) 11.6
- Agriculture (3.0)
- Fishing (0.6)
- Mining & Quarrying (7.9)
Employment rate in secondary 19.9
sector
Employment rate in tertiary sector 68.6
Employment by Industry i 2001 Census
Industry City Shire NE Scotland Scotland
Total empl.16-74yrs 98667 108928 207595 2163035
Agriculture % 0.61 5.24 3.039426
Fishing 0.13 1.11 0.64422

Www.cap-ire.eu « Info@cap-ire.eu
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Mining & Quarrying 9.15 6.73 7.880192 1.29
Total Primary 9.89 13.08 11.56384 3.8
Manufacturing 10.19 13.02 11.67494 13.65
Elec & gas 0.47 0.74 0.611673 1.02
Construction 6.59 8.53 7.607945 7.76
Total Secondary 17.25 22.29 19.89456 22.43
Whole & retail 13.11 13.26 13.18871 13.3
Hotel & Restd 5.27 4.32 4.771522 4.95
Transport & Sto 6 7.35 6.4 6.851522 6.89
Financial 2.05 1.79 1.913574 4.74
Real estate 16.32 11.95 14.027 11.42
Public admin. 4.83 4.44 4.625362 7.23
Education 7.6 7.02 7.295666 7.42
Health & social 12.04 11.2 11.59924 12.63
Other 4.3 4.26 4.279011 5.18
Total Tertiary 72.87 64.64 68.5516 73.76

Source: GROS 2008

Table3 ¢ Social cohesion

Females | Males Total (2006)
Long-term unemployment rate (% of total unemployed
- more than 12 months
4.1
- North East of Scotland 4.2
- Aberdeen City 3.9
- Aberdeenshire 6.3
- Scotland
Jobless households
Dispersion of regional
employment rates
Early school leavers
- youth under 25 years
- Aberdeen City & Shire 31.1
- Aberdeen City 31.0%
- Aberdeenshire 31.3%
- Scotland 31.4%

Source: Aberdeen City & Shire Economic Review 2007 ¢ extracted from Office of
National Statistics (ONS, NOMIS)

Table4 ¢ Social inclusion

Inequality of income distribution

Lifelong learning

IndividualsQlevel of Internet skills

12 www.cap-ire.eu » Info@cap-ire.eu
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Table5 ¢ Demographic changes

Life expectancy at age 65, by gender

Net migration

Average exit age from the labour
market, by gender

Table6 ¢ Other indicators

Number of towns above 100,000 inhabitants 1

Number of agrifood processing plants

X

Comments

The Economic Review (Scottish Government , 2007) indicates the following long term unemployment
rates:

Scotland 6.3%

NE Scotland 4.1%

WY{ KA NB 0 ddiz

W/ Ale n o H?

1.2 Territorial aspectgNUTS 2 level)

Table7 ¢ Main territorial aspects

NUT2 region: Surface Population

HA % Number %

Total

Plain

Mount

Www.cap-ire.eu « Info@cap-ire.eu 13
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|

ain

Comments

Qdz2NRadld YlFLe KFE@S RIGL

F2NJ)az2t Ré dzy Al

Table8 ¢ Agriculturd area

Year of data?
Ha (2007)
Utilised agricultural area
- Aberdeen City
- Aberdeenshire
- NE of Scotland (NUTSM50) 526,197.55
- Scotland 6,210,084

Unutilised agricultural land

Area under agri-environment support

Area under nature protection

Source: Agricultural Census 2007.

14
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1.3 Economic aspecttqNUTS 2 level)

1.3.1 General economic indicators

Table9 ¢ Main economic aspects
Year to which figures refer?

NUTZ3 region: m € (2006) %
GDP 14,042.22 10.5% of Scotland (UKM) GDP
0.83% of UK GDP (UK) GDP
- Aberdeen City 9,753.13 69% of NE Scotland (UKM50) GDP
- Aberdeenshire 4,289.09 31% of NE Scotland (UKM50) GDP

GDP of primary sector

GDP of secondary sector

GDP of tertiary sector

Per-capita urban GDP 47,143.9
- Aberdeen City

Per-capita rural GDP 18,154.1
- Aberdeenshire

Source:

Exchange Rate 2006: Eurostat Statistical Yearbook ¢ Data 1958-2006. External & Intra
European Union Trade

Regional Gross Value Added: www.statistics.gov.uk/statbase

/| AG@ 3 W{ KANB DAberdecd ity dndrShire, Edndmic Review 2007 ¢
Data source: Mackay Consultants, Monthly Economic Report

Comments

1.3.2 Farm classification i North East Scotland

(including - NE Moray)

Table10 ¢ Farmclassified by class of siz2007

Www.cap-ire.eu « Info@cap-ire.eu 15



http://www.statistics.gov.uk/statbase

CAP-IRE_area_description - NEScotland -

240608.doc

Class of sizéha UAA)

Number of farms

Ha

0-5 (34%) 2970 (1%) 7,188
5-10 898 6,382
10-20 779 11,238
20-50 1,264 42,336
> 50 (32%) 2,789 (90%) 602,636
Total 8,700 669,778

Source: Agricultural Census 2007, Scottish Government.

Comments

North East Scotland provides a wide range of farm sizes. Approximately 32% are
over 50 Ha with 90% of the land area. Approximately 34% are less than 5 Ha with

just 1% of the land area.

Tablel ¢ Farm classified by class of income

Class of income Number of farms(2007) Net Farm Income

/ Farm Type North East of Scotland Scottish average
2006/07

Cereals 1,382 £22,280

General Cropping 407 £36,499

Horticulture 129

Specialist Pigs 50

Specialist Poultry 273

Dairy 73 £33,459

Cattle & Sheep - LFA 1,065 £ 9,082

Cattle & Sheep - Lowground 566 £21,220

Mixed 940 £20,521

Other 3,805

Total 8,700

Source: Economic Report on Scottish Agriculture 2008 Edition

Comments

Table2 ¢ Farm classified by landse

Land use Number of farms Ha

Arable crops 3,371 158,652.12

Fodder crops 592 4,473.03

Permanent grasslands 4,586 157,779.93

16
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Fruit plantations 54 108.07
Wooded area 1,855 28,654.30
TOTAL 8,700

Source: 2007 June Census

Comments

Tablel3 ¢ Farmclassified by livestock

Livestock Number of LSU

Cattle 243,326

Sheep and goats 29,456

Poultry (head) 2,053,150

Pigs (head) 260,593

Source: June 2007 Census

Table3 ¢ Other aspects

Total irrigable area

Average of surface

Area under organic farming (ha)

Organic farms (number)

Agricultural holdings with another gainful activity (number)

Holdings in less favoured areas (including mountainous)

Table4 ¢ Employment in agriculture

Labour Numbers of workers

Full time 3,873
Part-time 5,196
Casual 452

Www.cap-ire.eu « Info@cap-ire.eu
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Total 9,521

Male Female
No. of workers (9,521) (71%) 6,755 (29%) 2,766
Family labour force (74%) (66%) 4,683 (33%) 2,319

Source: 2007 June Census

Comments

Changes in Agricultural employment 2000 ¢ 2007

% change 2007 number
Full-time staff -23% 1,819
Full-time spouses - 5% 332
Full-time occupiers -11% 1,722
Part-time staff +7% 936
Part-time spouses +2% 1,868
Part-time occupiers +1% 2,392

18
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1.4 Policy aspects (NUTS 2 level)

1.4.1 Single Farm Payment (SFP)

Single Farm Payment (SFP) introduced on 1% January 2005. In Scotland, the SFP is
based upon historical claims.
Standard SFP and Set-Aside entitlements are based upon average arable and
livestock claims submitted by a business over the period 2000 ¢ 2002,
Entitlements are calculated from:
Reference Amount: average arable and animal claims (2000-02) * 2002 Euro rate
Reference Area: average arable area (2000-02) + average (2000-02) forage area
Entitlement value/ha = Reference Amount/Reference Area

Deductions are made due to:

National Reserve C4.2%
Modulation (national & EU)
Scottish Beef Calf Scheme -10.13%

Table5 ¢ Farm classified by class of SFP

Class of SFP Numberof farms | Ha Amount (Eurg

Scottish Claims (2007) | 20,377 £439.237m

658.855m Euro @ 1.5/£
Av. Claim £21,555
32,332.5Euro @ 1.5/

TOTAL

Average of SFP + subsidies per farm ¢ Scotland ¢ 2005/06 £37,500
56,250 Euro @ 1.5/£

Net Farm Income ¢ Scotland ¢ 2005/06 ¢ all farms
Net Farm Income (NFI)  £10,100 15,150 Euro @ 1.5/£
SFP + Subsidies £37,500 56,250
Payments as % of NFI 31%
Payments as % of NFI 385%
- ranging from 136% (Dairy Farms) to 1,088% (Cereal Farms)

Source: Scottish Executive (2007), Farm Incomes in Scotland 2005/06

Comments
SFP payments clearyre a key part of farm incomes and contribute a great de
to the maintenance of farm businesses

val
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1.4.2 Other coupled and area-based payments

Table6 ¢ Description of other type of payment Scotland 2007

Type of payment Number of | Ha Total Payment|
farms (Euro
@ 1.5/£
Energy Crop Scheme (ECS) 305 claims £875/claim £267,000
13,125 Euro 400,500 Euro
Protein Crop Scheme (PCS) 518 claims £566/claim £293,000
849 Euro 439,500 Euro
Less Favoured Area (LFA) 12,923 claims £3,032/claim £39.189m
4,548 Euro
Organic aid (OAS) 326 claims £14,763 £4.813m
22,1445 Euro
TOTAL

Source: Rural Payments and Inspections Directorate ANNUAL REPORT 2007

1.4.3 Cross compliance

Cross Compliance Requirements initially applied (2000-2007) only to those receiving
IACS payments set by the CAP. These requirements (Scottish Executive 2006)
made payment of the Single Farm Payment subject to:

(1) Statutory requirements for the environment, for public, plant and animal health,
for animal welfare
(2) Keeping land in good agricultural and environmental condition

Cross Compliance now (2007) applies to all recipients of the Scottish Rural
Development Programme (SRDP)

Source: SAC Farm Management Handbook

Scottish Government (2006) Cross Compliance Notes for Guidance

1.4.4 Rural Development Plan (RDP)

Describe briefly the RDP in your study area

The Scottish RDP for the period 20@006 focused on (3) main issues:

(1) Agri-environmental schemes ¢ designed primarily to encourage environmentally
farming and to compensate farmers for income foregone and to help balance
financial losses

20 www.cap-ire.eu » Info@cap-ire.eu
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(2) LFA Support cRS&a A3y SR (2 &adzLJJ2 NI | I NA Odz
where the loss of farms would threaten the wider economies in these areas with
adverse social and environmental consequences

(3) Afforestation of agricultural land ¢ designed to support the diversification of
agricultural incomes where land quality was poor ¢ and to counter forecast
shortfalls in softwood availability by 2042.

The_key delivery mechanism in the Scottish RDP forhte period 20072013 is the Rural
Development Contract (RDC). These contracts will be delivered by:

() Packagingindividual measures together to show that a combination of
measures is required to achieve policy objectives ¢ (37) individual packages
are offered ¢ each with a range of measures.

(i) Strateqicallyconsidering business and land management planning

(i) A Regionalapproach is used to deliver measures. The North East of Scotland
(Grampian Region) has prioritized a range of activities ¢ each supported by
several policy packages.

(iv)  A_Joinedup approachbetween the SRDP and key Scottish Executive policies
and other relevant programmes

The SRDP has two key principles:

0 dzNB

e Sustainability with complementary outcomes ¢ social, environmental &
economic

e Correction for market failure and the delivery of benefit to rural communities
and the wider population

The SRDP will address (5) key outcomes within the Strategic Plan for Scotland (ref.??)

() improved business viability

(i) enhanced biodiversity and landscape
(i)  improved water quality

(iv)  tacking climate change

(V) thriving rural communities

RDP measures are offered in (9) themed areas:

Priorities:
(1)  Business Viability & Competitiveness (1-7)
(2)  Bio-diversity (8-12)
(3) Landscape (13-14)

Www.cap-ire.eu « Info@cap-ire.eu 21
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(4)  Built & Cultural Heritage (15)
(5) Water & Soil (16-20)
(6)  Adaptions to Mitigate Climate Change (21-24)
(7)  Public Access (25)
(8)  Diversification of Rural Enterprises (26-30)
(9)  Thriving Rural Communities (31-32)

For North East Scotland prioritiéssee web site:

www.scotland.gov.uk/topics/rural/SRDP/ruralpriorities/grampianand moray

Table7 ¢ RDP budgetharacteristic

RDP (200@ 2006) M Euro
Total budget 898.57
Participation (2000-2006):

Number of farms: Scotland (2006)

LFASS 13,004
Rural Stewardship (Environmental ) 11,412
Woodland Premium (Forestry) 2,764

Surface (ha)
Budget per axis (2000-2006)
¢ Indicative Financial Planning Table: Rural Development Plan

for Scotland.
Rural Development Regulation (EC) 1257/99: Rural Development Plan For
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Scotland ¢ Scottish Executive, January 2000.
Less Favored Areas Scheme (68.0%) 623.22
Scotland (LFASS)

Agri-environmental Schemes (13.5%) 124.06
Forestry Schemes (18.4%) 168.44
RDP (200¢ 2013) M Euro
Budget per axis (2007-2013) | Total Public Expenditure (Euro)

Axis 1 (14.3%) 305,951,943
Axis 2 (68.8%) 1,468,678,865
Axis 3 (11.6%) 247,767,585
Leader (5.0%) 107,544354
Technical Assistance (0_15%) 3,338,592
Average amount per ha
(euro/ha of UAA)

Source: Scottish Rural Development Programme, Scottish Government, 03/03/08
(p.104 Chapter 7: Indicative Financial Breakdown By rural Development Measure)

Comments- Evaluation of the 200@ 2006 RDP Scheme

The SRDP Mid-term Evaluation (2003) found that:

e LFASS played an important role in supporting farm business viability

e Agri-environmental Schemes resulted in 33% of the total agricultural area in
Scotland being maintained under the Code of Good Agricultural Practice and
General Environmental Conditions, with 105 of the area under active
management. Case studies showed tangible local environmental benefits.

e Forestry schemes have led to an increase in wooded areas and wood
production, and have retained (mainly contractor) employment in rural
areas. These schemes have delivered environmental and social benefits

Land Management Contracts, introduced in 2005, are intended to deliver together
economic, social and environmental benefits. These LMCs initially focused on the
improvement of access but are considered to have broadened the scope of rural
development.

Rural Development Regulation payments were made in 2004 in (3) key areas:

LFA 52% of total expenditure
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Agri-environmental
Forestry

25% of total expenditure
15% of total expenditure
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