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Explanatory Memorandum to Agriculture (Wales) Act

This Explanatory Memorandum has been prepared by Climate Change and
Rural Affairs departments of the Welsh Government.

Member’s Declaration

In my view the provisions of the Agriculture (Wales) Act, introduced by me on
the 26 September 2022, would be within the legislative competence of
Senedd Cymru.
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Glossary of Acronyms

AA Agriculture Act 2020

AFBI Agri-Food and Biosciences Institute

AHA Agricultural Holdings Act 1986 (the 1986 Act)
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AONB Area of Outstanding Natural Beauty
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ATA Agricultural Tenancies Act 1995 (the 1995 Act)
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EU European Union
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N
NECD
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NHS
NMP
NMVOC
NPTA
NPV
NRW
N20
ONS
P

PfG
PIPSA

Farm Business Survey

Farm Business Tenancy

Farming Connect

Felling Licence Applications

Farm Liaison Service

Forestry Management Plan

Forest Management Unit

Flood Risk Activity Permits

Full Time Equivalent

Farmers Union of Wales

Good Agricultural and Environmental Conditions
Gross Domestic Product

General Data Protection Regulations
Greenhouse Gas

Grazing Livestock Units

Glastir Monitoring and Evaluation Programme
Government of Wales Act 2006 (amended by the Wales
Act 2017)

Hectare

Her Majesty’s

Habitats Regulations Assessment

Integrated Impact Assessments

Integrated Administrative Control System
Intergovernmental Panel on Climate Change
Invasive Non-Native Species

Integrated Modelling Platform

International Union for Conservation of Nature
Justice System Impact Identification

League Against Cruel Sports (Charity)

Land Allocation Module

Light Emitting Diode

Land Management Agreement

Local Record Centres

Land Use, Land-Use Change and Forestry
Ministry of Justice
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National Emissions Ceilings Directive
National Farmers’ Union (Cymru)
Non-Governmental Organisation
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National Health Service

Nutrient Management Planning
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Net Present Value

Natural Resources Wales
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Office for National Statistics
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pM2.5
PoW
RD
RDP
RDPS
RIA
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RIW
RPW
RSPB
RSPCA

RUMA

SAC
SAF
SDA
SFARMOD
SFS
SFaOL
SLM
SMNR
SMS
SoNaRR
SSSI
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TPO
TRIG
TWh
UKCCC
UKFS
UN
WFD
WFG
WG
WWF

Particulate Matter

Programme of Works

Rural Development

Rural Development Programme

Rural Development Payment Scheme
Regulatory Impact Assessment

Royal Institute of Chartered Surveyors
Rural Inspectorate Wales

Rural Payments Wales

Royal Society for Protection of Birds
Royal Society for the Prevention of Cruelty to Animals
(Charity)

Responsible Use of Medicines in Agriculture Alliance

Special Areas of Conservation

Single Application Form

Severely Disadvantaged Area

Silsoe Whole Farm Model

Sustainable Farming Scheme

Sustainable Farming and Our Land (consultation paper)
Sustainable Land Management

Sustainable Management of Natural Resources
Sustainable Management Scheme

State of Natural Resources Report

Site of Special Scientific Interest

Tuberculosis

Tree Preservation Order

Tenancy Reform Industry Group

Terrawatt hour

UK Committee on Climate Change

United Kingdom Forestry Standard

United Nations

Water Framework Directive

Well-being of Future Generations (Wales) Act 2015
Welsh Government

Worldwide Wildlife Fund (for nature)



PART 1 — EXPLANATORY MEMORANDUM

Chapter 1 - Description

1.1 The Agriculture (Wales) Act (“the Act”) makes provision for Sustainable
Land Management (“SLM”) and also makes provision relating to support
for or in connection with agriculture in Wales.

1.2 The Act will allow for Welsh Ministers to continue making agricultural
support payments to farmers during a transition period (policy proposals
on transition are set out in the Sustainable Farming Scheme (SFS)
publication).

1.3 The Act will amend the Agricultural Holdings Act 1986 (“the 1986 Act”)
and the Agricultural Tenancies Act 1995 (“the 1995 Act”) to provide
tenants with a route to dispute resolution in certain circumstances.

1.4 The Act will replace the time limited powers taken for Welsh Ministers
in the Agriculture Act (AA) 2020, Schedule 5, which expire in December
2024.

1.5 The Act will alter the Forestry Act 1967 to give Natural Resources
Wales (NRW) the power to add “environmental” conditions to felling
licences, and to amend, suspend or revoke felling licenses already granted
to prevent felling that would contradict other environmental legislation.

1.6 The Act also provides for the prohibition of Snares and Glue Traps.

1.7 The Act, which comprises six parts, will make provision for:



PART 1 — SUSTAINABLE LAND MANAGEMENT

1.8 Establishes four SLM objectives.

1.9 Places a duty on the Welsh Ministers to exercise certain functions in
the way they consider best contributes to achieving the SLM objectives, so
far as consistent with the proper exercise of the function.

1.10 Provides for monitoring and reporting of progress towards achieving
the objectives, including the setting of indicators and targets, to assess
implementation, to provide an important evidence base, and to facilitate

scrutiny and accountability.

PART 2 — SUPPORT FOR AGRICULTURE ETC

Chapter 1 — Welsh Ministers’ power to provide support

1.11 Provides Welsh Ministers with the power to provide support, such as
the creation of schemes (or other forms of support) for or in connection
with agriculture and ancillary activities. The principal proposed delivery
mechanism for SLM will be the SFS.

1.12 Allows for the checking, enforcing and monitoring of any support
provided under the power to provide support, ensuring that all agricultural
support (scheme or otherwise) which is supported and / or financed by the
Welsh Ministers is administered correctly.

1.13 Sets out the reporting requirements for all support schemes and any
support provided under the power to provide support. There will be two
levels of mandatory reporting, an Annual Report and an Impact Report.

1.14 The Annual Report must be prepared annually and will provide details
on all financial and non-financial support provided during each financial
year.

1.15 The Impact Report will need to be prepared every five years to assess
the impact and effectiveness of all support (be that via a scheme or
otherwise) provided during the reporting period under the powers to

provide support.



Chapter 2 - Powers to modify legislation relating to financial

and other support

1.16 Replaces the time limited powers in the AA 2020 for Welsh Ministers to
modify the financing, management, and monitoring of the Common
Agricultural Policy (CAP).

1.17 Provides powers to modify, while honouring existing, rural development
payment schemes (RDPS) entered into prior to European Union (EU) Exit
which extend beyond Exit day.

1.18 Replaces the time limited powers in the AA 2020 for Welsh Ministers to
modify retained direct EU legislation relating to apiculture and subordinate

legislation relating to that legislation.

Chapter 3 - Intervention in agricultural markets

1.19 Provides powers for Welsh Ministers to:

a) Make a declaration of exceptional market conditions in agricultural
markets.

b) Provide financial assistance to producers following a declaration of
exceptional market conditions.

c) Modify retained EU legislation relating to Public Intervention and
Private Storage Aid (PIPSA).

Chapter 4 - Agricultural tenancies

1.20 The 1986 and 1995 Acts have been amended to provide tenants under
both Acts with a route to dispute resolution in circumstances where their
landlord may be unreasonably withholding consent to a matter which
requires consent under the tenancy, or toa request to vary a restrictive
clause in the tenancy agreement, where the request is made to enable the
tenant to request or apply for financial support, and additionally in the

case of the 1995 Act complying with a statutory duty. This will ensure



access to arbitration is similar for tenants under both the 1986 Act (which
already includes provisions regarding complying with statutory duties
following amendments made by the Agriculture Act 2020) and the 1995
Act.

PART 3 - MATTERS RELATING TO AGRICULTURE AND
AGRICULTURAL PRODUCTS

Chapter 1 — Collection and sharing of data

1.21 Provides powers to enable data to be collected from the agricultural
sector across two distinct yet complementary categories, firstly from
persons within or closely connected to an ‘agri-food supply chain’; and
secondly from those persons who undertake ‘relevant activities’ which is

those who undertake activities related to agriculture.

Chapter 2 — Marketing standards: Agricultural products

1.22 Replaces the time limited powers in the AA 2020 for Welsh Ministers to
make provision about the standards with which a designated list of

agricultural products must conform when they are marketed within Wales.

Chapter 3 — Classification etc. of certain carcasses

1.23 Replaces the time limited powers in the AA 2020 for Welsh Ministers to
make provision for bovine, pig and sheep carcass classification in Welsh

slaughterhouses.

PART 4 - FORESTRY

1.24 To introduce amendments to the Forestry Act 1967 to provide for the
addition of conditions focussed on environmental protection and
conservation to felling licences and introduce new powers for NRW to

amend, suspend or revoke felling licences once granted.



PART 5 - WILDLIFE

1.25 Prohibits two specific methods of pest control, namely the use of
snares for capturing wild animals, and the use of glue traps for capturing

(non-human) vertebrates.

PART 6 — GENERAL

1.26 Defines what is meant by ‘agriculture’ and ‘ancillary activity’ within the
confines of the Act. The definitions reflect the breadth of farming activities
within Wales, capturing both traditional and modern agricultural practices
and methods in Wales.

1.27 Sets out the regulation powers throughout the Act and when each

provision under the Act will come into force.

SCHEDULE 1 - AGRICULTURAL PRODUCTS RELEVANT
TO MARKETING STANDARDS PROVISIONS

SCHEDULE 2 - MINOR AND CONSEQUENTIAL
AMENDMENTS ETC. RELATING TO PARTS 1 TO 3

SCHEDULE 3 - CONSEQUENTIAL AMENDMENTS ETC.
TO THE COMMON MARKET ORGANISATION (CMO)
REGULATION

10



Chapter 2 - Legislative Competence

2.1 Senedd Cymru ("the Senedd") has the legislative competence to make
the provisions in the Agriculture (Wales) Act (“the Act”) pursuant to Part 4 of
the Government of Wales Act 2006 ("GoWA 2006") as amended by the
Wales Act 2017.

11



Chapter 3 - Purpose and intended effect of the

legislation

Introduction

3.1 Welsh land matters. It gives us food, provides livelihoods, supports
communities and generates vital environmental services which we all rely
on. By working their land, farmers make an important contribution to the

economy, the natural environment, and our rural communities.

Leaving the European Union (EU) and Common
Agricultural Policy (CAP)

3.2 The way support has been provided to farmers has changed over time.
After the Second World War, the predominant purpose of agricultural
policy was to ensure an adequate and secure food supply. The EU’s CAP,
launched in 1962, was designed to be a partnership between agriculture
and society, and between Europe and its farmers.

3.3 As a member of the EU, Wales implemented the CAP which is
governed primarily by directly applicable EU regulations. Following the exit
from the EU, these regulations were incorporated into domestic law under
the European Union (Withdrawal) Act 2018 and became retained direct EU
legislation.

3.4 As the challenges facing Wales, the UK and Europe have changed,
support has increasingly been linked to the environment.

3.5 The United Kingdom’s membership of the EU has provided a relatively
stable operating environment for agriculture in Wales for decades.
Membership had provided many farmers with significant amounts of
annual income support and access to a large market for agricultural
products protected by an external tariff boundary. Farming and land
management practices in Wales have also been governed by a complex
framework of European and domestic legislation.

3.6 Leaving the EU also means the end of the EU CAP and its associated
funding for farmers and regulatory framework. Agriculture is a devolved

matter. Therefore, leaving the EU has presented Wales with the

12



opportunity to create future agricultural policy which is more in tune with
the unique challenges and opportunities specific to Wales.

3.7 The principal role of agriculture is to produce food and related
agricultural products. Recent shocks to the global agri-food supply chain
such as Covid-19, the shipping crises and the war in Ukraine have
highlighted the importance of resilient supply chains and locally produced
food.

3.8 ltis equally important that food production and the supply chains that
support it are sustainable so that future generations maintain the ability to
produce and supply agricultural products to and from Wales.

3.9 The Welsh Government also recognises the key role that agriculture
has to play in the cultural and social make up of Wales as well as the vital
role the sector has in helping to meet its wellbeing, climate change and
biodiversity goals. This Act is designed to support farmers to deliver these
outcomes alongside the sustainable production of agricultural products.
The Welsh Government believes that these goals, when considered as a

whole, are complementary.

Climate Emergency

3.10 The Welsh Government declared a climate emergency in response to
the latest evidence from the Intergovernmental Panel on Climate Change
(IPCC). This was intended to send a clear signal the Welsh Government
will not allow the process of leaving the EU to distract from the challenge
of climate change, which threatens our health, economy, infrastructure,
our natural environment and consequently our language and culture.

3.11 In 2019, Welsh Government accepted the UK Committee on Climate
Change (UKCCC) recommendation for Wales to increase its 2050
emissions reduction target from 80% to 95% and declared an ambition to
reach net zero. Following further advice from the UKCCC in December
2020, the Welsh Government asked the Senedd to update Wales’s
statutory emissions reduction pathway in March 2021. The new targets
demand greater effort from all emissions sectors, including agriculture.

3.12 To realise these benefits, the Act will provide a framework within which

the Basic Payment Scheme (BPS) and other EU agri-environment support

13



schemes will be replaced, by support provided under the power to provide
support. The proposed Sustainable Farm Scheme (SFS) is intended as
the principal scheme to be created under the power to provide support.
The SFS will be a scheme aimed at rewarding farmers for the delivery of a
range of outcomes alongside, in addition to, and as a consequence of the
production of food and other goods.

3.13 Agricultural reform and responding to the climate and nature
emergencies are long term challenges. A sustainable agriculture sector is
key to meeting our commitment for Wales to be net zero by 2050,
contributing to nature recovery and to Wales’s biodiversity commitments in
accordance with the Kunming-Montreal biodiversity framework.

3.14 The Act will be fundamental to delivering these aims, setting our policy

direction for the next fifteen to twenty years.

Well-being of Future Generations (Wales) Act 2015

3.15 The Well-being of Future Generations (Wales) Act (WFG) 2015
requires the Welsh Government to think more about the long-term. It
requires us to take a joined-up approach, to prevent problems and to
create a Wales that we all want to live in, now and in the future. The
Sustainable Development Principle and seven Well-being Goals provide a
framework for government decision-making which must be reflected in our

new approach to land management.
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The Agriculture (Wales) Act

3.16 As set out in the Programme for Government?, tackling the climate and
nature emergencies are a priority for this Government. Sustainable food
production, responding to the climate emergency and reversing the decline
of biodiversity are just three of today’s most significant challenges.

3.17 The Welsh Government believe farm support should reflect this
important change in context and reward farmers who take action to meet
these challenges. Operating outside of the EU is also likely to mean a
more challenging economic environment. Farm support must help farmers
adjust to this.

3.18 The Counsel General set out the Welsh Government’s ambitious
legislative programme on 6 July 2021. This confirmed the Welsh
Government would introduce an Agriculture Bill to the Senedd to establish
a new system of farm support, based on the framework of (SLM), which
will maximise the protective power of nature through farming.

3.19 The overarching policy objective of the Act is to provide the Welsh
Ministers with the powers to enable and support the delivery of the SLM
objectives, through powers to provide support to the agricultural sector,
through a support scheme or schemes, or via other forms of support.

3.20 This includes our proposals to:

a) Establish SLM as the overarching framework for agricultural policy in
Wales.

b) Establish a power to provide support to the Agricultural sector — the
support, which may take the form of a scheme, would address climate
change, public health and environmental issues associated with
agriculture by exercising their functions in a way that best contributes to
the SLM objectives. This integrated approach would enable the
sustainable production of food alongside the delivery of improvements to

those social and environmental issues.

11 programme for government: update | GOV.WALES (2021)

15


https://gov.wales/programme-for-government-update

c) Provide support to those parts of the wider industry and supply chain
that also support the continued delivery of SLM.

3.21 The Act will also amend other legislation in relation to agricultural

tenancies, Forestry, Snares and Glue Traps. It will:

a) ensure tenants of 1986 Act (AHA) and 1995 Act (FBT) agreements are
not unfairly restricted from accessing financial assistance provided under
the power of support provisions in the Act.

b) amend the Forestry Act 1967 to add conditions focussed on
environmental protection and conservation to felling licences and amend,
suspend or revoke felling licences once granted.

c) prohibit two specific methods of pest control, namely the use of snares
for capturing wild animals, and the use of glue traps for capturing (non-

human) vertebrates.

Sustainable Land Management (SLM):

3.22 The Act establishes four SLM objectives:

a) To produce food and other goods in a sustainable manner.

b) To mitigate and adapt to climate change.

c) To maintain and enhance the resilience of ecosystems and the benefits
they provide, and

d) To conserve and enhance the countryside and cultural resources, and
promote public access to and engagement with them, and to sustain

the Welsh language and promote and facilitate its use.

3.23 Each SLM objective also provides that the objective is realised in a way
that:
a) meets the needs of the present without compromising the ability of
future generations to meet their own needs, and
b) contributes to achieving the well-being goals in section 4 of the Well-
being of Future Generations (Wales) Act (WFG) 2015.

16



3.24 This means that contributing to achieving each objective also
contributes to meeting the needs of current and future generations in
Wales.

3.25 The SLM objectives have been developed and informed through a
comprehensive consultation process documented in Brexit and our Land
(BaOL)?, Sustainable Farming and our Land® and the Agriculture (Wales)
White Paper*. These consultations describe the development of a policy
framework, SLM, that compliments the requirements of domestic
legislation, notably the Well-being of Future Generations (Wales) Act
2015° and the Environment (Wales) Act 2016°, and responds to the
pressing needs to address the Climate and Nature emergencies declared
by the Welsh Government.

3.26 For their own and society’s benefit, Welsh farmers will need to continue
producing high quality food whilst maintaining high production standards.
However, there is increasing evidence that agricultural intensification has
adverse impacts upon society and the environment through reductions in
air and water quality, carbon emissions and reductions in farmland
biodiversity and ecosystem degradation.

3.27 The Agriculture (Wales) Act provides support and regulatory
mechanisms to enable and encourage Welsh farmers to produce food and
other goods sustainably from farms which are characterised by having a
very low carbon footprint, enhanced ecosystem resilience including
increased biodiversity, and minimised nutrient losses to air and water.
Rewarding farmers for achieving these goals will help create a sustainable

and resilient agriculture sector in Wales for future generations.

Agriculture Act (AA) 2020

3.28 Introduced into the UK Parliament on 16 January 2020 and achieving
Royal Assent on 11 November 2020, the stated policy objective of the AA

2020 is to provide the legal basis for the Secretary of State to operate and

2 Brexit and our land - securing the future of Welsh farming (GOV.WALES) (2018)
3 Sustainable Farming and our land (GOV.WALES) (2019)

4 Agriculture (Wales) White Paper (GOV.WALES) (2020)

5 Well-being of Future Generations (Wales) Act 2015 (legislation.gov.uk)

6 Environment (Wales) Act 2016 (legislation.gov.uk)
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transition to, in England, new financial assistance schemes based on the
principle of “public money for public goods”.

3.29 The AA 2020 contains provisions enabling the Welsh Ministers to
continue to provide financial support to the Welsh agricultural sector
through a domestic version of the CAP’s BPS and Rural Development
Payment Scheme (RDPS).

3.30 The Welsh Government was clear from the outset the relevant powers
for Welsh Ministers were intended to be transitional until primary
legislation in the form of an Agriculture (Wales) Act could be brought
forward.

3.31 To address the concerns of Senedd Committees, the Act includes a
‘sunset’ date in Section 47 and ensures the expiry of provisions in
Schedule 5, along with a small number of related provisions, at the end of
2024 in accordance with that provision. The Act will repeal and replace

those provisions which sunset in the AA 2020.
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PART 1 — SUSTAINABLE LAND MANAGEMENT

Introduction:

3.32 Welsh farmers hold a unique position in Welsh society, recognised for
their role in producing a supply of safe, high-quality food. The role of our
land to produce goods beyond this, and farmers’ capability to help tackle
some of the most pressing challenges our country faces, is often not so
clearly recognised. Contributing to clean air and water, reducing carbon
emissions, capturing carbon, supporting ecosystems, and providing a key
part of rural communities, livelihoods and culture are examples of the
wider benefits which agriculture and its ancillary activities can provide.
SLM brings together the wide-ranging and significant economic,
environmental, cultural and social contribution of agriculture and its
ancillary activities into a single concept.

3.33 The policy purpose of SLM is to contribute to achieving particular

objectives (the “SLM objectives”). Those objectives are:

a) to produce food and other goods in a sustainable manner.

b) to mitigate and adapt to climate change.

c) to maintain and enhance the resilience of ecosystems and the benefits
they provide.

d) to conserve and enhance the countryside and cultural resources, and
promote public access to and engagement with them, and to sustain

the Welsh language and promote and facilitate its use.

3.34 In each case, contributing to achieving an objective is (a) to meet the
needs of the present without compromising the ability of future generations
to meet their own needs, and (b) to contribute to achieving the well-being
goals in section 4 of the Well-being of Future Generations (Wales) (WFG)
Act 2015 (section 1).

3.35 The Act seeks to achieve these objectives by imposing a duty on the
Welsh Ministers to exercise certain functions, such as, for example, the

power to provide support, in the way they consider best contributes to
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achieving the objectives, so far as consistent with the proper exercise of
the function (the “SLM duty”) (section 2).

3.36 The Welsh Ministers’ functions to which the SLM duty applies are
specified at section 2(2) and (3), subject to the exceptions at section 3.

3.37 Adopting this policy approach seeks to ensure the economic,
environmental, cultural and social outcomes from land management
practice can be delivered for the long-term benefit of the people of Wales.

3.38 Accountability, scrutiny, ongoing policy development and assessment
of the effectiveness of SLM is enabled by the SLM monitoring and
reporting provisions (sections 4 to 7). Indicators and targets will be set to
measure progress, and these are described in detail in the ‘Reporting and
Monitoring’ section below.

3.39 ltis envisaged that the power to provide support, Part 2, Chapter 1 of
the Act, will be one of the main mechanisms by which the SLM objectives
are realised. The relationship between Parts 1 and 2 means that the SLM
objectives, taken together with the SLM duty, provide the policy and
legislative framework for the provision of support. When the Welsh
Ministers exercise relevant functions, such as, for example, the power to
provide support in Part 2 of the Act, they must act in a way which they
consider best contributes to the SLM objectives so far as is consistent with
the proper exercise of the function. In this way any support provided under
the power to provide support will be assessed against the SLM objectives

and provided in accordance with the SLM duty.

The SLM Objectives:

3.40 The SLM objectives were developed from the United Nations (UN)
definition of SLM: “The use of land resources, including soils, water,
animals and plants, for the production of goods to meet changing human
needs, while simultaneously ensuring the long-term potential of these
resources and the maintenance of their environmental benefits.”” They

also align with international programmes and initiatives such as “the UN

7 https://www.un.org/esa/sustdev/csd/csd16/documents/fao_factsheet/land.pdf (2016)
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Decade on Ecosystem Restoration 2021-2030”, declared on 1 March 2019
by the UN General Assembly.

3.41 The scope and design of the objectives seeks to ensure that the
agricultural sector produces food and other goods in a way which is
sustainable for the people of Wales, responds to the climate and nature
emergencies, conserves and enhances the countryside and cultural
resources and promotes public access to them, and contributes to a

thriving Welsh language.

The first objective — to produce food and other
goods in a sustainable manner

3.42 This objective recognises the primary function and vital role of
agriculture and its ancillary activities in the production of food and other
goods. It is important that farmers are able to stay on the land and produce
food and other goods in a way that is environmentally, economically, and
socially sustainable.

3.43 The first SLM objective also recognises the important contribution that
farmers and the agricultural sector provide for the preservation and
furtherance of Welsh culture. In requiring the production of "food and other
goods in a sustainable manner” the objective encapsulates the three pillars of
sustainability: economic, social and environmental. In respect of the social
and economic aspects these are often linked in that, by supporting Welsh
farmers to stay on and farm their land, the cultural heritage in the traditions
and way of working that those farmers embody is also preserved. For farming
to be truly sustainable in Wales the cohesion and resilience that the continuity
of Welsh farms provide to their communities should be supported. This is
captured in the wording of the first SLM objective.

3.44 Section 1(6) provides that the resilience of agricultural businesses,
including but not limited to their economic resilience, within the communities in
which they operate and their contribution to the local economy are relevant
factors (among other things) to determine whether food and other goods are
produced in a sustainable manner for the purposes of the first SLM objective.

This acknowledges the crucial role that agricultural businesses play locally,
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within the communities in which they operate and the local economy, and
highlights that their resilience , including but not limited to their economic
resilience, enhances the sustainable production of food and other goods.
Resilient agricultural businesses contribute to the economic, environmental,
and social aspects of sustainable food production and support the
environmental, social and other aspects outlined in the second, third, and
fourth objectives, ultimately promoting sustainable agricultural practices by
ensuring that the conditions are favourable to support thriving communities
that are the bedrock of our rural life, supporting people to live in communities
to manage the land sustainably.

3.45 Food production is a vital component of SLM, as part of the production
of goods to meet human needs. A sustainable approach makes it possible for
farms to produce positive environmental and social outcomes like cleaner air
and cleaner water alongside producing food. Achieving these outcomes
contributes to a prosperous and resilient agricultural sector and local
economies. This objective also captures other important policy objectives that
may not be covered by the other objectives, such as the production of goods
in a way that promotes high standards of animal health and welfare.

3.46 This approach supports our ambition for Welsh farmers to be world
leaders in sustainable farming, meeting our global obligations without off
shoring food production to countries with lower standards. Whilst the biggest
medium to long term risk to food security comes from climate change, soil
degradation, water quality and biodiversity loss®, the conflict in the Ukraine
has brought the issue of global food security into sharp focus. This

objective recognises the fundamental importance of supporting farmers to
produce food sustainably in response to all of these challenges. The Act also
makes provision for the monitoring and reporting of progress towards
achieving this objective, including the setting of indicators and targets, which
will provide an important evidence base and facilitate scrutiny and

accountability.

8 United Kingdom Food Security Report 2021: Theme 2: UK Food Supply Sources (2021)
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The second objective — to mitigate and adapt to
climate change

3.47 Agriculture in Wales accounts for circa 14% of the country’s total
greenhouse gas (GHG) emissions. The second objective requires and
enables the Welsh Ministers to take action to mitigate and adapt to climate
change. In turn, this helps to support farmers to minimise their emissions to
help meet Wales’s net zero by 2050 goal®.

3.48 This will be achieved through a combination of reducing agricultural
emissions and maximising the potential of our land to drawdown and store
atmospheric carbon. Adaptation to the effects of the climate emergency
through actions which lessen the impacts on the people, land and
infrastructure of Wales are also included. This objective is therefore focused
on measures to reduce climate change through the reduction of GHG’s and
carbon sequestration and storage (mitigation), as well as adapting to the
effects of climate change, for example, by taking action to reduce flood risks.

3.49  Soil health initiatives are an example of the kind of approaches the
second objective is designed to encourage. Improving soil health enables
the sustainable production of food while preserving the ability for future
generations to do the same; lowering carbon emissions by reducing the
requirement for artificial fertilisers; as well as improving the ability of soil to
drawdown and store carbon. Exploring efficiencies in the agri-food supply
chain will also help to lower carbon emissions, for example, by helping to
mitigate climate change by increasing resource efficiency and lowering
transport emissions.

3.50 As well as reducing emissions, agricultural land in Wales also has the
potential to act as a carbon sink. For example, increases in tree cover and
the restoration and care of natural features such as salt marshes and peat
bogs have the potential to deliver against Welsh Governments net zero
goals.

3.51 Itis vitally important Wales learns to adapt to the effects of climate
change at the same time as working to mitigate it. The agricultural sector has

a role to play in helping to adapt to some of those changes in a way that

9 Net Zero Wales Carbon Budget 2 (2021-2025)
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minimises disruption and costs. For example, the increase in global
temperature is predicted to mean more frequent flood events but the damage
they cause can be managed by river catchment area interventions such as
water course management or flood water storage. Rising temperatures and
sun hours can be made less harmful by increases in tree cover. These and
other adaptative actions along with support for innovative farming methods
would also contribute to the first objective, the sustainable production of food

and other goods as well as ecosystem resilience and biodiversity gains.

The third objective —to maintain and enhance
the resilience of ecosystems

3.52 The third objective focusses on the resilience of ecosystems including
condition, scale and connectivity. Resilient and varied ecosystems provide
the cornerstone of a productive and sustainable agricultural sector as well as
supporting the delivery of wider social and economic benefits. In 2021, Wales
declared a nature emergency with 1 in 6 species!® in the country at risk of
extinction.

3.53 In December 2022 the Welsh Government reiterated its commitment to
addressing the nature emergency in response to the COP15 Kunming-
Montreal Global Biodiversity Framework (KM-GBF) and identified its intent to
become a “global leader” through implementation and “learning from people
all over the world on forestry and nature restoration”. Provision to maintain
and enhance ecosystem resilience is intended to ensure action is taken to
address the “nature emergency” and contribute to Wales’ wider response to
the KM-GBF.

3.54 Taking action to contribute to ecosystem resilience in accordance with
the SLM duty, for example through support schemes that may be established
under this Act, will contribute to several of the goals and targets under the
KM-GBF. Targets 7 and 10 of the KM-GBF are of particular relevance.

3.55 Target 10 of the KM-GBF requires action to:

“‘Ensure that areas under agriculture, aquaculture, fisheries and forestry

are managed sustainably, in particular through the sustainable use of

10 Natural Resources Wales / State of Natural Resources interim report (2019)
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biodiversity, including through a substantial increase of the application of
biodiversity friendly practices, such as sustainable intensification,
agroecological and other innovative approaches contributing to the
resilience and long-term efficiency and productivity of these production
systems and to food security, conserving and restoring biodiversity and
maintaining nature’s contributions to people, including ecosystem
functions and services.”

3.56 Target 7 of the KM-GBF requires a reduction in pollution risks and the
negative impact of pollution from all sources by 2030 to levels that are not
harmful to biodiversity and ecosystem functions and services. This
includes reducing excess nutrient run off by at least half, reducing overall
risk from pesticides and other harmful chemicals by at least half and
working towards eliminating plastic pollution.

3.57 The third objective is to maintain and enhance the resilience of
ecosystems and the benefits they provide is intended to ensure that
support and other action taken in accordance with the SLM duty, includes,
for example, improving environmental protection, reversing biodiversity
loss and protecting natural habitats. Factors relevant to ecosystem
resilience include scale, condition, connectivity, diversity and adaptability
to factors such as climate change, environmental pollution and invasive
species. The benefits provided by resilience ecosystems include clean air,
clean water and enhanced carbon storage.

3.58 Different ecosystems each with a variety of flora and fauna are more
resilient to changes in climate and weather patterns. They are also more
robust against shocks such as disease or invasive species and aid the
proliferation of crops through an increase in pollinators contributing to the
first SLM objective, the sustainable production of food and other goods.

3.59 The third objective compliments the other SLM objectives by seeking to
maintain and enhance a biodiverse natural environment with healthy
functioning ecosystems that support social, economic and ecological
sustainability and the capacity to adapt to change. This recognises that
healthy functioning ecosystems are a foundation of economic and

social/cultural sustainability.
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The fourth objective —to conserve and enhance
the countryside and cultural resources and
promote public access to and engagement with
them, and to sustain the Welsh language and
promote and facilitate its use

3.60 The fourth objective addresses the myriad ways in which agriculture
and our land form a key part of the identity of Wales including, but not limited
to the communities of rural Wales. Recognising the benefits for Wales in
supporting farmers not just in their key role as producers of food and
delivering environmental outcomes but also as stewards of our land, history,
language, and culture.

3.61 Agriculture and its ancillary activities deliver benefits that play a key
part in the social and cultural life of Wales. These benefits arise out of the
wider services farming provides to local communities and to Wales as a
whole. The fourth objective recognises the vital place that the countryside,
including our agricultural land, has at the heart of our communities particularly
in the more rural areas of Wales.

3.62 Access to the countryside and the numerous physical and mental
benefits it provides forms a key part of the Welsh Government’s wellbeing
strategy. The fourth objective recognises the key role that the agricultural
sector plays in facilitating and encouraging access, and to conserving and
enhancing the countryside, including the beauty of the natural environment
and Wales’s cultural resources.

3.63 Wales is particularly rich in historical assets, and these form an
important part of our cultural heritage. The fourth objective also focusses
action on the conservation and enhancement of cultural resources, including
cultural heritage and the historic environment, and promoting access to them.
Heritage can help to foster a sense of place and belonging, having and
maintaining a shared identity and knowing it exists is important in itself, just as
knowing it will be there for future generations. It fosters cultural and
community values that are consistent with the social goals of SLM.

3.64 Our agricultural communities can also be bastions of the Welsh
language and culture and it is important that these practices are sustained
and shared. The Welsh Ministers recognise the importance our rural

communities have in ensuring a thriving Welsh language. The fourth objective
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therefore makes provision that aims to sustain the Welsh language and
promote and facilitate its use and in so doing also supports Wales’s wellbeing

goal of “a Wales of vibrant culture and thriving Welsh language”*

The SLM Duty:

3.65 The duty places the SLM objectives at the heart of future agricultural
policy in Wales. It requires the Welsh Ministers to exercise certain of their
functions in the way they consider “best contributes” to achieving the
objectives, so far as consistent with the proper exercise of the function
(section 2).

3.66 The Welsh Ministers’ functions to which the duty applies are specified
at section 2(2) and (3), subject to the exceptions at section 3 (described
below).

3.67 Section 2(2) provides that the functions within scope are functions

under the Act; functions under any other enactment that require or allow the

Welsh Ministers to provide support for (i) agriculture, or other activities carried

out on land used for agriculture, or (ii) ancillary activities; and functions under

any other enactment that require or allow the Welsh Ministers to regulate (i)

agriculture, or other activities carried out on land used for agriculture, or (ii)

ancillary activities.

3.68 Section 2(3) provides clarity that the SLM duty applies to the functions

referred to in subsections (2)(b) and (2)(c) only to the extent that those

functions are exercised to provide support for, or to regulate, (a) agriculture,
or other activities carried out on land used for agriculture, or (b) ancillary
activities (and not, therefore, to the extent that those functions are exercised
for some other purpose).

3.69 This broad reach across Welsh Ministers’ agricultural functions enables

a cohesive approach to the sector which will be more effective in meeting the

SLM objectives. For example, circular economy initiatives, which work to

lower emissions and waste while increasing productivity, could be most

effective if support is provided post farm gate as well as to the agricultural

activities themselves.

11 Wellbeing of Wales: 2021
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3.70 The duty requires that the Welsh Ministers must consider all four SLM
objectives when the Welsh Ministers are exercising a relevant function to
which the duty applies, and to exercise the function in the way they consider
best contributes to achieving those objectives (taken together), so far as
consistent with the proper exercise of the function. The objectives are
intended to be complementary, and, in some cases, this will mean that action
can be taken that contributes to all of the objectives, though not necessarily
equally. In other cases, this may not be possible, for example, where the
exercise of a particular function has no effect in respect of one or more for the
objectives.

3.71 The duty is intended to provide a clear and strong policy direction, with
the flexibility necessary to ensure effective application. In each case, the
Welsh Ministers will be required to exercise relevant functions in the way they
consider best contributes to the SLM objectives (so far as consistent with the
proper exercise of the function). This means that where there is more than
one option, the Welsh Ministers will be required to choose the option that they

consider is most beneficial in SLM terms.

Exceptions From The Duty

3.72 Functions relating to the BPS, including functions governing the
financing, management and monitoring of the CAP so far as the function is
being exercised in a way that has an effect on the BPS, have been excepted
from the SLM duty (section 3). This is because the BPS is a universal income
support scheme that does not deliver against the policy outcomes sought by
the SLM objectives The functions relating to the BPS are necessary to
support payments to farmer during a transition period should a farmer choose
not to enter the SFS.

SLM reporting and monitoring

3.73 SLM is aimed at transformational change in agricultural policy with the
intention of establishing a policy framework to ensure a sustainable future for
farming for both current and future generations. In that context, provision for
effective monitoring and reporting is essential to ensure effective

accountability for the implementation of SLM, as well as appropriate
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engagement with and scrutiny by the Senedd, interest groups, and others.
Effective monitoring and reporting is also essential to assess policy
effectiveness and to provide an important and developing evidence base for
ongoing policy development, through improving knowledge, innovation and
identifying trends.

3.74 ltis important that detailed and specific provision is made for
monitoring and reporting, including specific indicators and targets, so that
clear assessments of progress can be made with a view to supporting
delivery.

3.75 Monitoring and reporting progress against the SLM objectives will be
complimented by provision for evaluation of the implementation of key policy

areas, including the provision of financial support.

Sustainable Land Management indicators and targets:

3.76 The Welsh Ministers will be required to publish a statement of
indicators and targets to measure progress towards achieving the SLM
objectives through the exercise of the functions to which the SLM duty
applies.

3.77 Indicators will be established as measurable aspects of an SLM
objective that provide metrics by which the contribution of an action to the
SLM objectives can be assessed.

3.78 For example, the third objective “maintain and enhance the resilience
of ecosystems and the benefits they provide”, may be addressed by several
indicators one of which could be a decrease in the levels of pollutants in rivers
downstream of agricultural and ancillary activities. A specific target would then
be set against that indicator and both the indicator, and the target would be
reported against in the SLM report. Another example would be to establish
indicators and targets for increased biodiversity to maintain and enhance
ecosystem resilience. This allows the Welsh Ministers to build up a detailed
picture on the effectiveness of actions taken and, if necessary, adjust those
actions to ensure the best contribution to the objectives is achieved.

3.79 To ensure accurate and effective accounting of progress, each SLM
objective must have at least one different indicator against it. Further

indicators can be set, for one or more of the objectives. It is likely actions
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taken in relation to the SLM objectives will be complementary to one another
and so it may be appropriate that these further indicators apply to more than
one objective.

3.80 Similarly, at least one distinct indicator for each objective must have at
least one distinct target set against it, so that progress can be clearly
assessed. Further targets may be set which cover one or more of the
indicators.

3.81 Indicators and targets may cover all or part of Wales and targets may
span any timeframe which Ministers consider appropriate. This allows
sufficient opportunity for the results of actions to be measurable against the
indicators and targets. For example, changes in the carbon levels in soils can
take many years to be measurable and so, if soil carbon sequestration were
to be used as an indicator, then a range of relevant matters would need to be
considered when setting the appropriate time frame, including the technical
realities of testing.

3.82 The SLM indicators and targets statement must be published and laid
before the Senedd before 31 December 2025.

3.83 To ensure the effectiveness and responsiveness of the SLM indicators
and targets to future challenges and priorities, and to take account of the
progress in regard to the SLM objectives, the Welsh Ministers may, at any
time, revise the indicators and targets by revising the statement, publishing it
and laying it before the Senedd.

Steps to be taken in preparing or revising indicators

and targets

3.84 To ensure that the indicators and targets are effective and appropriate,
the Welsh Ministers are required to consult with the Future Generations
Commissioner, and any other persons they consider appropriate, in preparing
or revising the statement of indicators and targets.

3.85 They are also required to have regard to relevant national indicators
published under section 10 of the Well-being of Future Generations (Wales)
Act 2015, the state of natural resources report and the national natural

resources policy (in both cases so far as they relate to agriculture, other
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activities carried out on land used for agriculture, or ancillary activities), and
the Impact Report (if any) published under section 14 of the Act.

3.86 The Welsh Ministers must also consider any other matters they
consider appropriate. It is the expectation that this will include, amongst other
things, statistics published by the Welsh Ministers on agricultural production
or the income of agricultural businesses, deriving from surveys of the sector.
This could include, for example, the Farm Business Survey and the Farming
Facts and Figures report, which provide valuable sources of information and
data which may be used to develop target and indicator for levels of
sustainable agricultural production.

3.87 Examples of other matters to be considered could include any nature
restoration and biodiversity strategies published by the Welsh Government
that the Welsh Ministers consider appropriate.

3.88 This will ensure SLM monitoring and reporting takes appropriate
account of wider sustainability goals, policies and reporting, to the extent they

are relevant.

Sustainable Land Management reports

3.89 The SLM report is the mechanism by which the effectiveness of actions
taken by the Welsh Ministers in accordance with the SLM duty to achieving
the SLM objectives is assessed and reported on
3.90 The SLM reporting period will run-in five-year intervals with the
exception of the first report, which will run from the period beginning with the
day on which section 2 comes into force and ending on 31 December 2025.
This ensures a reporting schedule which is timely while allowing appropriate
opportunity for progress against indicators and targets to be measurable. The
shortened first reporting period is to bring the SLM reports in line with the
power of support Impact Report and wider environmental reporting in Wales.
3.91 The Welsh Ministers are required to prepare and publish reports no
more than twelve months after the end of a reporting period setting out their
assessment of:

a) the cumulative progress made, since the SLM duty came into

force, towards achieving the SLM objectives through the exercise of the

functions to which the SLM duty applies, and
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b) the progress made, during the reporting period, towards

achieving the objectives through the exercise of those functions.
3.92 As noted above, the report must assess progress against the SLM
indicators and targets that have been set. The report must set out the
progress made in relation to each indicator in the statement and how that has
contributed to the objectives. Furthermore, the report must set out whether
each target has been achieved during the reporting period. If a target has not
been met, the reason why and the steps Welsh Ministers have taken or intend
to take to achieve the target or to set an appropriate new target must be
detailed.
3.93 The report may also cover other matters, such as the key priorities,
risks, and opportunities in relation to achieving the SLM objectives, and the
effect that the progress made towards achieving those objectives has on
wider goals and objectives. This allows the report to integrate the effect of
working to meet the SLM objectives into wider Welsh Government objectives,
for example how work to mitigate GHG emissions from agriculture contributes
to Wales’s net zero 2050 goal.
3.94 These provisions allow for the assessment of progress made during a
reporting period and the cumulative progress since the SLM duty came into

force.

Steps to be taken in preparing reports

3.95 In preparing the SLM reports, the Welsh Ministers must consider the
state of natural resources report and the national natural resources policy (in
both cases so far as they relate to agriculture, other activities carried out on
land used for agriculture or ancillary activities), and the Impact report (if any)
published under section 14 of the Act.

3.96 The Welsh Ministers must also consider any other matters that they
consider appropriate. It is the expectation that this will include, among other
things, statistics published by the Welsh Ministers on agricultural production

or the income of agricultural businesses, deriving from surveys of the sector.
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3.97 Examples of other matters to be considered could include any nature
restoration and biodiversity strategies published by the Welsh Government
that the Welsh Ministers consider appropriate.

3.98 ltis expected that other matters to be considered in preparing SLM

reports will include, amongst other things, any historic and interim SoNaRR

reports that the Welsh Ministers consider are appropriate

3.99 This will ensure that SLM reporting is conducted in the context of wider

reporting and sustainability actions undertaken in Wales and that appropriate

data is considered in the reporting of progress towards the SLM objectives. It
will also encourage a cohesive approach to the reporting, and application, of
environmental and other actions across Wales providing a robust basis for
future policy development which takes a holistic approach to delivering the SLM

objectives and wider sustainability goals.

PART 2 — SUPPORT FOR AGRICULTURE ETC

Chapter 1 — Welsh Ministers’ power to provide support

Welsh Ministers’ power to provide support

Introduction:

3.100 The United Kingdom’s decision to leave the EU has had far-reaching
consequences particularly for the agricultural sector. Welsh farmers, like
others in the EU, benefited from decades of Common Agriculture Policy
funding and a single market protected by an external tariff boundary.

3.101 In both of the Welsh Government’s consultations, BaOL'? and
Sustainable Farming and Our Land*® Welsh Ministers set out their
ambition to bring forward an Agriculture (Wales) Bill in the Senedd.

12 Brexit and our land - securing the future of Welsh farming (GOV.WALES) (2018)
13 Sustainable Farming and our land (GOV.WALES) (2019)
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3.102 Welsh Ministers followed this with the Agriculture (Wales) White Paper
consultation'* where they outlined their intent to implement the principles
of Sustainable Land Management and through using this framework, their
approach to providing support for sustainable land management actions to
the agricultural sector across Wales.

3.103 Welsh Ministers are seeking to ensure that the future of agriculture and
farming across Wales is sustainable by supporting farmers now and by
providing the ability for future generations to continue farming agricultural
land.

3.104 The Act provides the Welsh Ministers with a power to provide support
for or in connection with agriculture in Wales and ancillary activities that
take place in Wales.

3.105 This power will enable the Welsh Ministers to provide support, which
includes the ability to establish, administer and close a scheme or
schemes which enable and support the delivery of the SLM objectives.
The proposed SFS is expected to be the main delivery mechanism in
providing agricultural support to farmers in Wales. As set out under the
SLM framework under Part 1 of the Act, the power to provide support
(under Part 2) must be exercised in the way the Welsh Ministers consider
best contributes to achieving the SLM objectives, so far as consistent with
the proper exercise of that function.

3.106 In order to ensure there is appropriate and ongoing transparency,
accountability and effectiveness of the support provided under the power
to provide support, there are two mandatory monitoring and reporting
provisions (sections 13 and 14), which provide for an Annual Report and
an Impact Report. These are described in detail in the ‘Reporting

Requirements’ section below.

Purpose and intended effect of the legislation

3.107 The power to provide support provides Welsh Ministers with the
mechanism to support farmers in producing food and other goods in a

sustainable way that supports the Welsh Government’s environmental and

14 Agriculture (Wales) White Paper (gov.wales)
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climate commitments, whilst also supporting our Welsh speaking rural
communities and access to the countryside and historic environments for
all citizens in Wales.

3.108 Support may be provided financially or otherwise. Section 9 provides
that financial support may be given via various methods such as a grant,
loan, or a guarantee or any other form. Support may also be given as non-
financial support, this may include access to advisory services.

3.109 One of the aims behind the power to provide support is to prepare and
support a thriving agricultural sector which delivers commaodities to not
only the home market but also further afield, and one which supports
farmers to attain a premium price for the sale of their goods, in addition to
supporting farmers to take action in response to the nature and climate
emergencies.

3.110 The power to provide support provision provides a non-exhaustive list
of the type of purposes for which support may in particular be provided.
Purposes within the list may be amended, removed and added to, by way
of regulations. Such amendment may be considered appropriate should
for example, future land management practices, government priorities, or
environmental needs require. Support may be given for purposes other
than those listed so long as they are for or in connection with agriculture in
Wales and ancillary activities that take place in Wales.

3.111 The list of purposes and a description of each is as follows:

a) Encouraging the production of food in an environmentally
sustainable manner — Providing for the sustainable production of
food, in such a way that it supports environmentally sustainable
agricultural practices / methods which use natural resources in a way
and at a rate that maintains and enhances the resilience of ecosystems
and the benefits they provide.

b) Helping rural communities to thrive and strengthening links
between agricultural businesses and their communities —
Contributing to thriving and diverse rural communities by strengthening
the links between the sector’s businesses and their local communities;

supporting the economic resilience of agricultural businesses through
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farm diversification and strengthening farm businesses to support and

contribute towards thriving rural (local) communities.

c) Improving the resilience of agricultural businesses — Actions in

favour of keeping farmers on the land, through supporting the
resilience and future prosperity of agricultural businesses including new
entrants and succession planning which contributes towards achieving
the sustainability of the Welsh agricultural sector and the production of

food and other goods.

d) Sustaining the Welsh language and promoting and facilitating its

use — Sustain and promote the use of the Welsh language across the
sector, through actions which facilitate its use across all levels of
competency; encourage new learners to engage with the Welsh

language across the agricultural sector.

e) Reducing emissions of GHGs - Farms reduce their GHG emissions,

including through making efficient use of fuel and energy, minimising

external inputs and having productive livestock and crops.

f) Maximising carbon sequestration and storage - Creating new and

enhancing existing carbon stocks on farms, for example through
increasing soil carbon content, restoring peatland, tree and/or hedge

planting and farm woodland management.

g) Maintaining and enhancing the resilience of ecosystems - Avoiding

negative impacts on, and delivering benefits for, biodiversity, species,

and habitats.

h) Conserving and enhancing landscapes and the historic

)

environment - Conserve and enhance natural beauty, cultural
heritage, and the historic environment.

Improving air quality - Air which has limited pollution (human made
particles and harmful gases) including fine particulate matter (PM?%),
ammonia (NH3) and non-methane volatile organic compounds
(NMVOC).

Improving water quality - The water environment (including inland
water) is sustainably managed to support healthy communities,

flourishing businesses and biodiversity.
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k) Maintaining and enhancing public access to and engagement with
the countryside and the historic environment - People are more
easily able to enjoy the countryside for health and wellbeing benefits.

[) Mitigating flood and drought risks - Farms prepare for periods of low
or high rainfall, reducing the risks to the farm and communities from
flooding, drought and coastal erosion including through nature-based
flood management.

m) Achieving and promoting high standards of animal health and
welfare - Animals are healthy, productive and have a good quality of
life.

n) Maximising resource efficiency - Taking a circular approach by
keeping resources and materials in use for us as long as possible and
avoiding waste.

0) Encouraging agricultural businesses to manage energy effectively
(including by adopting energy efficiency and energy saving
practices, and generating renewable energy on their land) - Energy
efficient management can involve the process of planning,
implementing and monitoring the use of energy resources in order to
optimise productivity, reduce costs and minimise environmental
impacts. The management of efficient energy practices in this way can
help an agricultural business to increase its competitiveness,
resilience, profitability and sustainability and could involve generating

renewable energy on their land.

3.112 Where a purpose is listed with an “and” for example, “conserving and
enhancing landscapes and the historic environment”, this means that the
purpose could be to ‘either’ conserve or enhance, or to ‘both’ conserve
and enhance.

3.113 During stage 2 amendments, the Welsh Government tabled three
additional purposes for which support may be provided.

3.114 For each of the additional purposes listed above at 3.102(b), (c), and
(d) a more comprehensive outline is provided below to describe the scope
of these additional purposes. They are complementary to existing

purposes, and fundamentally, the SLM objectives.
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3.115 Purpose (b): helping rural communities to thrive and strengthening
links between agricultural businesses and their communities.

3.116 This purpose captures support which may be provided to enable
farmers to diversify outside their core business (e.g., the production of
food and other goods) into areas such as direct to consumer sales and the
processing of goods.

3.117 Support provided under this purpose could seek to diversify farming
methods, and increase community engagement, in ways which support
and encourage an increase in biodiversity or eco system resilience on
farms. For example, through collaborative projects such as community
orchards or through engaging with local expertise, who can deliver
complementary services such as coppicing. This could help to make farm
businesses more resilient as well as keeping the economic and
employment benefits within the local area. Innovative practises could also
be supported such as direct to consumer sales, for example through the
use of veg and meat boxes.

3.118 Support provided under the purpose could encourage innovative
practises designed to re-invigorate agricultural businesses, as well as
creating opportunities in rural communities. The effect this could have on
encouraging new and novel businesses could create more opportunities
and employment in rural areas for all. It may also encourage a younger
generation of business owners to ‘stay local’ which in turn supports the
local community and helps to retain the Welsh origin and culture of their
communities.

3.119 Businesses which have diversified are also likely to be more resilient to
future challenges.

3.120 Minimising the distance goods travel for processing and point of sale
would have environmental benefits through the lowering of food miles and
the associated reduction in emissions. Food which has travelled less tends
to suffer less degradation, e.g., in micro nutrients, which could result in
healthier foods for Welsh consumers. This approach could encourage
more circular economy thinking in rural economies minimising costs,

waste, and the need for imported goods.
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3.121 Approaches which encourage produce to be processed and sold more
locally also help to reinforce the link between agricultural land and its
produce, where the food journey from field to fork becomes more
transparent for consumers which could turn in foster increased awareness
and interest in agriculture.

3.122 Purpose (c): improving the resilience of agricultural businesses. This
additional purpose is aimed at supporting the future prosperity of
agricultural businesses. Resilient agricultural businesses are better placed
to act and react to changes in the environment or market within which they
operate. Resilient agricultural businesses are more likely to thrive and
survive shocks to the sector; and contribute to thriving rural communities
increasing the likelihood that Welsh agricultural land is sustained for future
generations.

3.123 Resilient agricultural businesses are also more likely to provide reliable
long-term employment and opportunities to provide subsidiary services,
where skills and experience are valued. Other opportunities may come
from diversifying farm income with additional enterprises, which can
provide increased stability.

3.124 Furthermore, support in this area could also be designed to assist new
entrants into the sector as well as assisting farmers in their succession
planning, through supporting agricultural businesses to improve their
resilience.

3.125 Actions taken under this purpose would seek to equip farmers with the
tools needed to make their businesses more resilient, informed and
adaptive.

3.126 Purpose (d): sustaining the Welsh language and promoting and
facilitating its use. This additional purpose seeks to recognise that
agricultural businesses in our communities, as well as being key producers
and environmental stewards, are important for our Welsh language and
culture. It is important these businesses are supported and sustained for
present and future generations. Promoting and facilitating the use of the
Welsh language is expected to complement other purposes, including the

purpose at section 8(2)(b).
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3.127 This purpose seeks to reinforce and support the use of the Welsh
language in agricultural settings, working towards both sustaining and
increasing its use within the workplace, to support both new speakers and
those wishing to improve their Welsh language skills.

3.128 During the Report Stage of the Act, the Welsh Government proposed
an amendment to section 9(3) which replaced section 9(3) and introduced
a new section 9(4) into the Act. The amendment was agreed. Section 9(3)
sets out, on the face of the Act, that support may be provided subject to
eligibility criteria being met (essentially pre-conditions to financial and
other support provided under section 8).

3.129 Section 9(4) provides that where support is provided in connection with
the use of land, eligibility criteria may include, among other things,
requirements relating to the characteristics of the land, for example, the
ecological features of the land. Another requirement could relate to the
person receiving support — this could include someone who is new to
farming or someone who wants to diversify from current farming practices
on the land.

3.130 Section 9(3) expressly provides that schemes can define eligibility
criteria. The criteria will be determined by each individual scheme
established under section 8. Eligibility criteria may evolve over time, for
example as farm businesses, farming or land management practices adapt
and change.

3.131 The wording of the provision reflects the flexibility Welsh Ministers
need to set eligibility criteria for schemes operating under section 8.

3.132 Under section 12 the Welsh Ministers have the power to make
provision by way of regulations to check whether eligibility criteria for

support are met.
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Power to make provision about publication of information

about support

Purpose and intended effect of the legislation:

3.133 The Welsh Ministers may make provision by way of regulations to
publish certain information about the support which has been or is being
provided under the power to provide support. The regulations may specify
information which includes information about the recipient of any support,
the amount of any support provided, and the purposes of any support
being provided.

3.134 Currently, under the existing agricultural support schemes, the Welsh
Government publish the trading title of the business (which includes
natural names, as well as business names) and the first four digits of their
postcode (this is to avoid any possible misuse of information). This
information is only published where the amount given exceeds a specific
amount (currently £1,250). The Welsh Government would seek to continue
to publish this information under the support provided under the power to
provide support, though this will only be published where the amount given
exceeds a specific amount.

3.135 Setting out the purpose of the support given is deemed appropriate in
order to provide not only transparency but also demonstrate what has
been achieved or is required from the support given.

3.136 It is not the policy intent to use regulations under this section to impose
a requirement to publish data about the total amounts paid out under the
power to provide support (whether through a scheme or otherwise) on the
basis that the Annual Report (see below) will provide this information.

Instead, the data will only relate to individual support amounts.
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Multi-annual support plans

Purpose and intended effect of the legislation:

3.137 Section (11) requires the Welsh Ministers to prepare a ‘Multi-annual
Support Plan’ (MASP) in respect of agricultural support under the Act. The
MASP seeks to provide the agricultural sector with assurance and
transparency that the Welsh Government has in place a plan or suite of
activities of future support for the sector, which will be expected to be
delivered pursuant to section 8 (power to provide support).

3.138 The purpose of the MASP is to provide a document or plan, setting
out:-

a. how the Welsh Ministers intend to provide support during the period of
the plan which best contributes to achieving the sustainable land
management objectives; and

b. details of the support schemes which are operational or planned to
become operational within the period determined within the plan.

3.139 The MASP will provide a summary of each support scheme in
operation or expected to be in operation during the plan period, such as
the SFS. It will also include details on other support intended to be offered,
for example Knowledge, Transfer and Innovation programmes.

3.140 It is intended to provide assurance, transparency and clarity to the
agricultural sector of the Welsh Government’s intentions to provide support
across the sector, enabling the sector and its businesses to plan ahead in
five yearly cycles.

3.141 A new MASP will be published every five years. For each five-year
cycle, a new plan must be laid before the Senedd no later than 12 months
before the start of the new plan period, which demonstrates to the sector
the intent for support to be provided by the Welsh Minister during the
forthcoming five years.

3.142 If or where any changes of support are made, for example where a
support scheme is no longer operational, or the conditions for the scheme

have been amended, these changes need to be reflected and the plan
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updated as soon as reasonably practicable. The updated plan will also
need to be published and laid before the Senedd.

3.143 The MASP is not intended to provide financial projections. It will act as
a vehicle to provide assurance and transparency to the sector of the
Welsh Government’s plans to provide support to and across the sector

within the plan period.
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Power to make provision about checking eligibility for

support, etc

Purpose and intended effect of the legislation:

3.144 There must a comprehensive and coherent system of checks,
enforcement and monitoring of the support provided under the power to
provide support.

3.145 This will ensure that all agricultural support financed by the Welsh
Government is administered correctly. This is vital to ensure that
appropriate governance of public money is in place, thus safeguarding any
support which is provided, and ensuring that it is used appropriately and
for the purposes it was intended. The system of checks will enable any
irregularities to be identified and addressed. It will also act as a deterrent
for non-compliance.

3.146 The power to provide support provision will be utilised to provide
support with Welsh Ministers setting the conditions (the ‘scheme rules’).
For example, the proposed SFS will have a set of conditions which will
detail the Scheme’s eligibility requirements; the implications and actions to
be taken when land is bought or sold during the contract period; change of
contract arrangements; which agricultural activities will be supported by
the Scheme; and which actions a farmer must undertake in order to
receive payment. Support may be provided subject to any conditions the
Welsh Ministers think appropriate, which allows for both flexibility and
adaptability to any land management changes.

3.147 Each support scheme established under the power to provide support
may have its own guidance.

3.148 The Welsh Ministers will have the power to make regulations regarding
the enforcement of compliance with the conditions in respect of which any
support has been provided, in addition to making provision about penalties
and appeals (amongst other matters). This may include, but is not limited
to, a financial penalty; recovery of any financial support paid; withholding
any support (either financial or non-financial, or both); prohibiting access to

specific support for a set period or until specified conditions are met.
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3.149 During the stage 2 process, the Welsh Government included an
amendment “for recovery of amounts due in respect of monetary penalties,
including provision for interest, set-off and security for payment.” This
amendment provides that the regulation making provision in respect of
checking eligibility for support, etc, is broad enough to enable the recovery
of any amounts due against monetary penalties.

Reporting Requirements:

3.150 All support schemes and any support provided under the power to
provide support will be reported against. There will be two levels of
mandatory reporting requirements, an Annual Report and an Impact
Report.

3.151 The Annual Report will provide information about support that has been
provided, on a yearly basis. It may include other information the Welsh
Ministers consider appropriate, for example, committed spend by the
Welsh Government.

3.152 The Impact Report will provide quantitative and qualitative information
on the impact of the support which has been delivered using the power to
provide support, over a five-year period. Each of these reports are

discussed in turn, below.
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Annual Report about support provided under section 8 (power

to provide support)

Purpose and intended effect of the legislation:

3.153 At the end of each financial year, there will be a requirement to prepare
an Annual Report on all financial and non-financial support provided during
the reporting period. It will be mandatory that the Annual Report includes

the following key areas:

a) The total amount of financial support provided during the reporting
period.

b) Details on all non-financial support provided during the reporting
period.

c) Details of all financial and non-financial support provided under each

support scheme set-up pursuant to the ‘power to provide support’.

3.154 In addition, the report may also provide any other information which the
Welsh Ministers consider appropriate. This is intended to capture, for
example, details on any support that has been withdrawn, or whether any
financial support which has been paid, is being recouped and the reasons
for this. It may also highlight any one-off payments in support of any
capital expenditure projects. Welsh Ministers may also provide information
on the number of beneficiaries of support, under each support scheme or
otherwise.

3.155 The Annual Report is intended to predominantly focus on high-level
financial information, for example: how much money has been spent under
the power to provide support. It may also act as a vehicle for additional
reporting, contextualising what monies have been spent on as well as
providing a demographic snapshot of farmers and farm types that are
benefitting from the power to provide support, for example, the number of
farms that have signed up to any support scheme established under the

power to provide support.
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3.156 The Annual Report is not intended to include any assessment in
respect of the power to provide support purposes, or the Sustainable Land
Management objectives.

3.157 The Annual Report must be published and laid before the Senedd no
later than twelve months after the end of each reporting period. For
example, if a reporting period ends on 31 March 2028, the Annual Report
must be published and laid before the Senedd by 31 March 2029.

3.158 If Welsh Ministers decide to produce an interim report, which covers all
the areas of the Annual Report, but over a shorter period, the Welsh
Ministers have this power available to them under sections 58A and or 60
of the Government of Wales Act (GoWA) 2006.
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Impact Report

Purpose and intended effect of the legislation:

3.159 Every five years there will be an evaluation of the support provided
under the power to provide support for the relevant reporting period. The
results of the evaluation will be set out in an Impact Report. The first
impact reporting period will be for a period exceeding five years; and is
discussed at paragraph 3.144.

3.160 Welsh Ministers are required to prepare an Impact Report no later than
12 months after the end of each reporting period. The Impact Report must
set out the purposes for which support has been provided and must also
set out an assessment of the impact and effectiveness of such support,
including (a) the way in which, and extent to which, the support, through a
scheme or otherwise, has achieved the purposes for which the support
was provided and (b) the way in which, and extent to which, the provision
of the support has contributed towards achieving the SLM objectives.

3.161 Where the assessment determines that the support has failed to
achieve a purpose, it is intended that the Impact Report will include steps
to be taken to rectify the failure. For example, at a support scheme level
such as the proposed SFS, this could include whether any of the actions
undertaken by support scheme recipients (farmers) have been completed,
are in progress, or not undertaken and how this might be remedied.

3.162 For example, in the case of tree planting, trees are planted as saplings
but will take time to grow, the use of cover crops, graze and rest practices
and crop rotation to aid soil recovery can take up to 30 years or more to
show improvement in soil carbon testing, and in the case of habitat
creation it can take time for wildlife to take up habitation. The assessment
will also demonstrate whether the actions are fit for purpose or whether
they need to be adapted, in addition to providing an evidence base for
additional actions to be considered to achieve the purpose of the support.

3.163 This approach ensures that (a) there is flexibility to monitor and
evaluate all future support provided under the power to provide support,
and (b) it captures all support whether that meets those purposes listed
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under the power to provide support, or any other purpose which meets the
conditions of support for or in connection with agriculture in Wales and
ancillary activities that take place in Wales.

3.164 Welsh Ministers may also include other information within the Impact
Report which is considered relevant to the assessment of the impact and
effectiveness of the support during the reporting period. This could include
information on whether actions taken under a support scheme are still
suitable, whether they have been achieved, are still in progress, or
whether the administration of any scheme is fit for purpose.

3.165 The Impact Report must be published and laid before the Senedd no
later than twelve months after each reporting period. The first reporting
period will end on 31 December 2029 (therefore the first Impact Report
must be laid before the Senedd no later than 31 December 2030). The first
reporting period will be for a period exceeding five years; this is to ensure
that the first five years of the proposed SFS are captured and will be
aligned with contract periods. Thereafter, the reporting period will be for
periods of five years, for example, with the second reporting period
commencing 1 January 2030 and ending on 31 December 2034.

3.166 Whilst the Impact Report is subject to a five-year reporting period, if
this is no longer considered appropriate, for example, if the proposed SFS
alters the contract period and future policy objectives are to align the
Impact Report with the contract periods, there is a provision which enables
for the reporting period to be amended by way of regulations.

3.167 The provisions seek to ensure effective implementation and
appropriate accountability and engagement with the Senedd, interest
groups, and others. The Impact Report will be important to assess policy
effectiveness and to provide an important and developing evidence base
for ongoing policy development, for example through improving
knowledge, innovation and identifying trends.

3.168 The Impact Report will also be one of the main data sources for the
SLM report which will set out an assessment of how the agricultural sector
is achieving the SLM objectives.

3.169 The flow chart (figure 1) below is an illustration of how data would be

captured under a support scheme or otherwise provided under the power
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to provide support, and how this data might flow from a support scheme
through to the SLM reports and support a wider view on the targets and
indicators associated with the SLM reporting. This, in turn, demonstrates
how the outcomes will feed into wider Welsh Government reporting
commitments.

3.170 Figure 2 provides an illustration of the flow of data using an action at a
support scheme level under the power to provide support. It tracks that
action’s purpose and its outcome as it moves upwards through the
reporting levels from the power to provide support, up through to the SLM
targets; indicators; objectives; and their corresponding reporting and
leading through to Welsh Government wider reporting and Government
commitments, such as Net Zero by 2050.
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Figure 1. Overview of data flow from a Scheme through to Welsh Government
Commitment Reporting.

Wider Welsh Government objectives and
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Figure 2. lllustration of the flow of data from scheme level actions through to
reporting on wider Welsh Government objectives
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Steps to be taken in preparing report under section 14:

3.171 When preparing each Impact Report, Welsh Ministers will need to have
regard to the following; the purposes for which support is being given, all
previous Annual Reports that have been published during the reporting
period in question, the most recent (previous) Impact Report, and any
other matters that Welsh Ministers consider appropriate, for example this
may include any issues in the administration of the power to provide
support (e.g. whether it is fit for purpose).

3.172 By ensuring that consideration is applied to the four aspects in
preparing the Impact Report, this will support a more complete and robust

evaluation of the impact of the power to provide support.

Chapter 2 - powers to modify legislation relating to financial

and other support

Power to modify legislation governing the basic

payment scheme

3.173 The Common Agriculture Policy (CAP) provides support to farmers and
land managers in Wales but is due to be phased out following the
departure of the UK from the EU. The 2014 -20 CAP provided direct
payments to Welsh farmers through the BPS greening, redistributive and
young farmer schemes plus a Rural Development Programme (RDP),
which also provided support to the wider Rural Economy. The Act provides
the Welsh Ministers with the power to modify BPS legislation so far as it
has effect in relation to Wales. Such regulations may be made by way of

the affirmative procedure.
Agriculture Act 2020 (AA 2020) — impact of the ‘sunset
clause’

3.174 The Welsh Government have taken powers for the Welsh Ministers
through Schedule 5 (and other related sections) of the AA 2020, which
sunset on 31 December 2024. It provides the Welsh Ministers with powers
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to enable the continued operation of existing farming support beyond 2020
and to ensure the effective operation of the agricultural sector and

agriculture markets following our departure from the EU.

Current position

3.175 Welsh Ministers have established equivalent versions of these EU
measures to deliver schemes in support of Programme for Government
(PfG) priorities, using the powers provided in Schedule 5 of the AA 2020.

Purpose and Intended effect of this legislation

3.176 To replace the powers in the AA 2020 and to ensure agricultural
support can continue during a managed transition period. Powers to
modify BPS during the transition period, which (subject to consultation)

may also be needed to provide a stability payment.

Power to modify legislation relating to the common

agricultural policy

Purpose and Intended effect of this legislation

3.177 These powers will replace the time limited powers to modify the
financing, management and monitoring of the CAP in the AA 2020.

3.178 They will enable the Welsh Ministers to ensure the continued operation
of existing farming support and the effective operation of the agricultural
sector and agriculture markets following our departure from the EU. The
Welsh Ministers may, by regulations, make changes to the CAP legislation

by way of the affirmative procedure.

Powers to modify legislation relating to support for apiculture

Purpose and Intended effect of this legislation

3.179 The EU’s Apiculture Programme supports beekeeping through the
national apiculture programmes, which aim to improve general conditions

for the production and marketing of honey and other apiculture products.
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3.180 It covers technical assistance to beekeepers, combatting disease and
pests, transhumance, laboratory and market support for apiculture
products, restocking, applied research programmes, market monitoring
and enhancement of product quality.

3.181 The Act contains a regulation-making power for the Welsh Ministers to
modify legislation relating to support for apiculture and subordinate
legislation relating to that legislation. This replaces the power for Welsh
Ministers within the sunset provision in the UK AA 2020, which is due to
expire at the end of 2024. The Welsh Ministers may by regulations make
changes to the apiculture legislation by way of the affirmative procedure.

Power to modify legislation relating to support for rural

development

Current position

3.182 Welsh Ministers have established equivalent versions of these EU
measures to deliver schemes in support of Programme for Government

priorities, using the powers provided in Schedule 5 of the AA 2020.

Purpose and Intended effect of this legislation

3.183 These regulation-making powers will replace the time limited powers to
modify legislation relating to support for rural development, in the AA 2020,
which may be needed to provide support alongside any new scheme(s)
set up under the Act. The Welsh Ministers may by way of regulations
modify legislation relating to support for rural development by way of the

affirmative procedure.
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Chapter 3 — Market Intervention and Private Storage Aid

Purpose and Intended effect of this legislation

3.184 There are three aspects to the legislation on intervention in agricultural

markets. There are powers for Welsh Ministers to:

a) Make a declaration of exceptional market conditions in agricultural
markets.

b) Provide financial assistance to producers following a declaration of
exceptional market conditions.

c) Modify retained EU legislation relating to Public Intervention and
Private Storage Aid (PIPSA)

3.185 The first two of these powers relate to reacting to exceptional market
conditions in agricultural markets. The possibility of such conditions, those
which present a risk of severe adverse effects to agricultural producers,
means it is desirable for Welsh Ministers to have powers to react to such
events.

3.186 Legislation to provide powers to Ministers and define action which
Ministers can take in a crisis affecting the agricultural sector was made at
the EU level prior to the UK’s departure. Similar powers were then
included in the AA (2020) which has allowed Welsh Ministers to declare a
state of exceptional market conditions.*®

3.187 Following such a declaration, the Act gives Ministers the power to
intervene in markets by providing direct financial assistance to agricultural
producers in such circumstances,® and by opening public intervention or
private storage aid schemes.” 18

3.188 The market intervention powers for Welsh Ministers in the AA are part

of a “sunset” clause, meaning they are due to expire at the end of 202419

15 https://www.legislation.gov.uk/ukpga/2020/21/schedule/5/paragraph/7/enacted

16 https://www.legislation.gov.uk/ukpga/2020/21/schedule/5/paragraph/8/enacted

17 The nature and detail of Public Intervention and Private Storage Aid schemes is written in
Retained EU Regulation 1308/2013:
https://www.leqgislation.gov.uk/eur/2013/1308/part/ll/title/l/chapter/1/2020-12-31

18 hitps://www.leqislation.gov.uk/ukpga/2020/21/schedule/5/paragraph/9/enacted

19 https://www.legislation.gov.uk/ukpga/2020/21/section/47/enacted
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This is because the Senedd requested primary powers for Welsh Ministers
to be included in Welsh legislation, hence their inclusion in this Act.

3.189 It is impossible to predict when Ministers will need to use these powers,
as by their nature they are to be used in a crisis. The Welsh Government
believe these powers are necessary, however, as Ministers may need to
respond quickly in a crisis to ensure food security and prevent large-scale
market failure. Financial support and management of food supply are the
most direct way in which Ministers can do this.

3.190 If market intervention powers for Welsh Ministers were not included in
the Act, it would leave Ministers without crucial tools needed to respond to
crises in the agricultural sector. This could lead to widespread agricultural
business failure and potentially disrupt food supplies.

3.191 The third power given to Ministers in relation to market intervention are
powers to modify retained EU legislation relating to PIPSA. Although
PIPSA schemes may be used to respond to an emergency, retained EU
law also permits their use when there are not exceptional market
conditions. As with the first two powers discussed, this power for Welsh
Ministers is included within the sunset provision in the AA 2020, meaning it
is due to expire at the end of 2024.2° The Welsh Ministers may make
changes to this section through the affirmative procedure.

3.192 The CAP currently provides powers to remove surplus products from
the market and stabilise market prices by purchasing, storing and reselling
certain goods once prices have risen (Public Intervention) or by paying
producers to store products for an agreed period to remove them from the
market (Private Storage Aid).

3.193 These domestic powers will enable the Welsh Ministers to alter the
operation of these provisions in ways not currently provided for in the
existing legislation, to ensure these schemes are tailored to the domestic
market.

3.194 This could include, for example, changing the products which are

eligible for specific aid schemes, to tailor them to domestic market

20 https://www.legislation.gov.uk/ukpga/2020/21/section/47/enacted
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conditions. There is also a specific power to phase out these schemes as
the sector becomes self-reliant.

3.195 The intention is these powers would be operational by order from two

months after Royal Assent is given for the Act.

Chapter 4 - Agricultural Tenancies

Dispute resolution relating to financial support and

compliance with statutory duty

Background

3.196 Many leases under the Agricultural Holdings Act 1986 (the 1986 Act)

and the Agricultural Tenancies Act 1995 (the 1995 Act) include standard
landlord restrictive clauses that prevent the tenant from undertaking
activities which could change the landlord’s fixed equipment or land use on
the holding without the tenant first gaining the landlord’s consent to the
activity (e.g., erecting or altering buildings, investing in new fixed
equipment, taking on other land or diversifying into non-agricultural

activities such as environmental land management).

3.197 Many landlords and tenants work together effectively to negotiate and

overcome issues relating to restrictive clauses without the need for

recourse to dispute resolution.

3.198 For example, tenants often work with their landlords to agree

diversification plans and to enable them to enter environmental
management schemes. It is understood this may not be the case for all
tenancies and some tenants may find restrictive clauses written many
years ago now present a constraint on their ability to develop a productive

and viable business.

3.199 There are no general provisions in the 1986 or 1995 Act which enable

a tenant to challenge a restrictive clause in their lease through dispute

resolution.
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Purpose and Intended effect of this legislation

3.200 The Welsh Government wants to ensure that tenants of AHA and FBT
agreements are not unfairly restricted from accessing financial assistance
delivered under the power of support provisions in the Act.

3.201 The Act amends both Acts so as to provide tenants with a route to
dispute resolution in circumstances where their landlord may be
unreasonably withholding consent to a matter which requires consent
under the tenancy, or to a request to vary a restrictive clause in the
tenancy agreement where the request is made to enable the tenant to
request or apply for financial support assistance. The amendment to the
1986 Act provides Welsh Ministers with a regulation-making power,
whereas the 1995 Act is a direct provision, as well as a regulation-making
power. This is as a consequence of the way the Acts are drafted.

3.202 So as to ensure both amendments can follow the same timetable, the
intention is that both provisions will be commenced simultaneously by
commencement order.

3.203 The new processes are intended to provide an incentive for tenants
and landlords to come to a negotiated agreement in order to avoid the
costs of dispute resolution, whilst providing a legislative backstop and a
means of resolution for those tenants who cannot reach a reasonable
agreement with their landlord.

3.204 The Act amends the 1986 Act and the 1995 Act in respect of other
forms of financial assistance, e.g. power to provide support, the BPS,
legislation relating to support for apiculture etc, and the 1995 Act in

respect of complying with a statutory duty.
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PART 3 - MATTERS RELATING TO AGRICULTURE AND
AGRICULTURAL PRODUCTS

Chapter 1 — Collection and Sharing of data

Introduction

3.205 The data collection powers enable data to be collected from the
agricultural sector across two distinct yet complementary categories, firstly
from persons within or closely connected to an ‘agri-food supply chain’;
and secondly from those persons who undertake ‘relevant activities’ which
is those who undertake activities related to agriculture. In both cases, the

activities must take place in Wales.

Purpose and intended effect of the legislation

3.206 The data collection powers enable Welsh Government to collect and
share data on productivity, animals and plants. These powers will be used
to help farmers and producers increase productivity through gathering and
sharing data, including price information, on specific products at all stages
of the food chain. This will help to manage risk and market volatility. They
will also support animal and plant health and traceability improvements
through the collection and sharing of data on animal births, deaths and
movements, disease signs and veterinary medicine use as well as data
collection and sharing on plant imports, plant pests and diseases.

3.207 Any data that is collected in relation to either the agri-food supply chain
or a relevant activity will not be collected from a person undertaking non-
commercial agricultural activities, such as growing vegetables for personal
consumption or hobbyists. The provisions state that the duty cannot
impose the condition to collect from those persons who are undertaking a
relevant activity other than for profit or reward.

3.208 Prior to any data being collected our intention to capture any data, the
reasons for capturing the data and from whom we will collect the data will
be published.
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3.209 There are two distinct yet related areas of data collection within the

agricultural sector:

Agri-Food Supply Chain

3.210 The agri-food supply chain provisions enable data to be collected from
any activity that is connected to a supply chain, or part of a supply chain,
that results in the production of food or drink for human consumption. For
example, an agri-food supply chain would encompass the farmer who
grows the crops for food, through to the milling of the crop for the making
of bread, and to the shop that sells the bread to the end-consumer. Or
from the farmer that tends to their livestock, to the livestock markets where
they are sold, through to the shop that sells the food or drink products.

Relevant Activity

3.211 The relevant activity provisions enable data to be collected from those
who carry out activities which are agricultural in nature, but which sit
outside of an agri-food supply chain. For example, crops grown for energy
up until the point in which they are converted into energy post-farm gate,
or an activity related to ornamental horticulture. This will provide the Welsh
Government with the information needed to monitor market fluctuations as
well as identifying market trends and increasing our understanding of the
sector. If, for example, there is a market crisis Welsh Ministers will have
the data to support a decision on if, and what kind of, intervention is
required.

3.212 The term ‘relevant activity’ is defined within the Act as an activity listed
under the general definition of agriculture (section 51) and / or an ancillary
activity (section 52).

3.213 It is important to note that a farmer may be a part of both an agri-food
supply chain and they may carry out a relevant activity. They are not
mutually exclusive.

3.214 The Welsh Government amended section 32(3)(e) as a technical
amendment to align with the language used across other enforcement

provisions in the Act. There is no change to the effect of the amendment
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which enables for the provision of conferring functions to a person in
connection with the enforcement of information requirements.

3.215 Section 33 places a statutory duty on the Welsh Ministers to produce a
report on the operation of the data collection regime within Sections 25 to
32 of the Act, every five years.

3.216 The report will provide an additional level of transparency and
assurance of the operation of the data collection provisions, over a
reporting period of (successive) five years, for all data being collected from
across the sector. Each reporting period will be for five years, with the first
reporting period commencing on the day in which the data collection
provisions come into force. Following each reporting period, the Welsh
Ministers must prepare and lay the report before the Senedd within 12

months of the end of the reporting period.

Chapter 2 — Marketing standards: Agricultural products

Background

3.217 Until the UK’s exit from the EU, marketing standards for agricultural
products were set at an EU level. EU Regulations for certain agricultural
products were developed based on the specificities of such products and
were retained in Wales following EU exit. In order to modify such
regulations in future, as well as to continue the enforcement of existing
legislation, powers for Welsh Ministers to make provision for marketing
standards for agricultural products were included in the AA 2020.

Purpose and Intended effect of this legislation

3.218 Under the AA 2020, Welsh Ministers have the powers to make
provision about the standards with which a designated list of agricultural
products must conform.?! They also have the power to add, remove or

alter the description of any product in the list.?? Due to a “sunset” clause in

21 hitps://www.legislation.gov.uk/ukpga/2020/21/schedule/5/paragraph/16/enacted
22 hitps://www.legislation.gov.uk/ukpga/2020/21/schedule/5/paragraph/17/enacted Point 3
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the AA 2020, these powers are due to expire at the end of 2024.23 This
sunset clause was included at the request of Senedd, who desired primary
powers for Welsh Ministers to be included in Welsh legislation.

3.219 The Welsh Government does not presently have specific plans to
amend agricultural marketing standards legislation using these powers,
but believes such powers are necessary in order to update legislation
based on changing circumstances in market organisation, consumer
preferences and technological development. Such legislation is intended
to improve market efficiency and consumer confidence by correcting an
information asymmetry between producers, retailers and consumers of
agricultural products.

3.220 The Welsh Ministers would also need these provisions to amend the
enforcement provisions of existing legislation, should such changes be
desirable.

3.221 Should powers for Welsh Ministers in respect of marketing standards
for agricultural products not be included in the Act, or should there be a
gap in their operability, there is a risk of a heavy bureaucratic burden on
Welsh farmers, food processors and retailers. This is because marketing
standards regulations could be altered in other parts of the UK, while
remaining the same in Wales.

3.222 Welsh businesses would then have to comply with two different sets of
regulation should they continue to send agricultural products covered by
the regulations for sale in Scotland, Northern Ireland and England, which
are crucial markets for Welsh businesses. This would likely be disruptive
due to agricultural and food supply chains being integrated between the
UK nations.

3.223 The marketing standards powers in the Act are intended come into

force by order on a day appointed by the Welsh Ministers.

23 https://www.legislation.gov.uk/ukpga/2020/21/section/47/enacted Point 1(a)
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Chapter 3 — Classification etc. of certain carcasses

Background

3.224 Carcass classification regulations for beef and pig meat have been a
feature of EU law since the 1960s and 1970s, respectively.?* 2> More
recently, powers have been included in EU law to make provision for the
classification of sheep meat on a voluntary basis, although regulations for
this have not yet been implemented in Wales.?® Upon the UK’s exit from
the EU, powers for Welsh Ministers to make provision for bovine, sheep
and pig carcass classification in Welsh slaughterhouses were included in
the AA 2020.27 These powers are subject to a “sunset” clause meaning
they will expire at the end of 2024.28 This sunset clause was included at
the request of Senedd, who desired primary powers for Welsh Ministers to

be included in Welsh legislation.

Purpose and Intended effect of this legislation

3.225 The Welsh Government has previously consulted on plans to make
secondary legislation on sheep carcass classification and the intention
would be to use the powers proposed here to do so. The Welsh
Government considers such regulation-making powers are also necessary
for future amendment to beef and pig carcass classification legislation.
This is based on past experience of the EU carcass classification
regulations, which needed updating periodically to reflect newer
technologies and changes to market conditions.

3.226 Government regulation of carcass classification has been implemented
to improve transparency and fairness for the producer, market efficiency
and ensure consumer confidence. It has primarily affected
slaughterhouses, where such classification takes place. Creating a
framework in legislation for carcass classification has meant transparency

in prices paid to producers for bovine and pig carcasses depending on

24 hitps://www.legislation.gov.uk/eur/1968/805/pdfs/eur 19680805 adopted en.pdf

25 hitps://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:31975R2759&from=EN

26 hitps://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32013R1308&from=EN, Article 10
27 hitps://www.legislation.gov.uk/ukpga/2020/21/schedule/5/paragraph/18/enacted

28 hitps://www.legislation.gov.uk/ukpga/2020/21/section/47/enacted
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their quality, enabled by price reporting provisions being contained in the
regulations.

3.227 The legislation has led to buyers of bovine and pig carcasses having
more confidence the product they are buying meets the standards they
require. Without a legislative framework which created a standardised
grading system, this consumer confidence on the part of the buyer would
likely not have existed.

3.228 Should powers for Welsh Ministers on carcass classification not be
included in the Act, there is a risk of a heavy bureaucratic burden on
Welsh abattoirs if carcass classification regulations are altered in other
parts of the UK. Welsh slaughterhouses would then have to comply with
two different sets of regulation should they continue to send meat products
for sale in Scotland, Northern Ireland and England, where most red meat
from Wales is consumed.?® This would likely be disruptive due to red meat
supply chains being integrated between the UK nations.

3.229 The intention is these powers would be brought into force by order on a

day appointed by the Welsh Ministers.

PART 4 — FORESTRY

Amendments to Forestry Act 1967 to add
conditions to felling licences and amend,
suspend or revoke felling licences once granted.

Background

3.230 Tree felling is a necessary part of sustainable woodland management,
harvesting carbon locked up in timber which can be used as a substitute
for high energy materials such as concrete and steel. Woodland
management is also important for improving or maintaining the condition of
woodland habitats for example in terms of structural diversity or creating
gaps in the tree canopy.

3.231 The control of tree felling in Wales is regulated through the Forestry Act

1967 (“1967 Act”) which requires an owner to obtain a felling licence

29 hitps://meatpromotion.wales/en/industry-statistics
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before felling growing trees. The 1967 Act allows a number of exemptions
from the need for a felling licence, many of which are designed to enable
the day-to-day functioning of the economy e.g., felling for disease control,
the prevention of danger, felling small amounts of timber for own use, or
work as a statutory undertaker such as for electricity or water services.
3.232 The felling licence process is administered by the “appropriate forestry

authority” which in Wales is Natural Resources Wales (“NRW?”).

Conditions within felling licences

3.233 A felling licence only gives authority to fell trees where felling would not
otherwise be lawful under the 1967 Act. It does not override the need to
comply with other legislation, such as the need for a licence under different
legislation or the obligation on the licensee to comply with the law.

3.234 Currently the Forestry Act allows certain conditions to be added to
felling licences related to restocking and the subsequent maintenance of
the restocked trees. However, it does not allow conditions to be added to
felling licences to ensure the integrity of protected sites, protected species
or other sensitive elements of the environment.

3.235 This could lead to NRW issuing a felling licence that may negatively
impact the environment and could contravene other environmental
legislation such as the Conservation of Habitats and Species Regulations
2017.

3.236 This issue was the subject of a letter from the Chief Executive of NRW
to the then Minister for the Environment Hannah Blythyn in November
2018 following increased public awareness of a licensed tree felling
operation on Anglesey and NRW'’s inability to attach legally enforceable
conditions to felling licences for conservation purposes.

3.237 A member of the public raised a petition to the UK Government and
Parliament petitions website calling for the Forestry Act 1967 to be
amended to protect wildlife, which closed at over 11,000 signatures in May
2019. A similar petition closed in February 2021 with around 12,000
signatures.

3.238 Darren Millar MS raised the same issue in Plenary on 22 January 2019

and there has been some coverage in the media. A petition which called
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for changes to the Forestry Act for the protection of red squirrel habitat
was debated in the Senedd on 8th December 2021. Additional

correspondence continues regarding protecting habitat from felling.

Amend/suspend/revoke licences

3.239 NRW has no powers to amend, suspend or revoke a licence it has
issued in the event that something about that licenced activity becomes
unacceptable. This can arise where change of ownership results in a
change of objectives, or disease affects species choice in restocking.

3.240 However, it can also be related to additional constraints identified after
the licence was granted such as the presence of protected species either
accidentally or deliberately overlooked. Example cases include presence
of red squirrels in a felling area, and the unexpected presence of a rare
woodland species of bat.

3.241 The latter becomes more likely as more reliance is placed on more
accurate and proportionate applications in a bid to streamline regulatory
processes. The power to amend a felling licence to address an issue is the
main intention, with suspension or revocation of a licence only used as a
last resort.

Current position

3.242 NRW assess each application for a felling licence against the legal and
good forestry practice requirements set out in the United Kingdom Forestry
Standard (UKFS). The UKFS is the reference and technical standard for
sustainable forest management in the UK and is endorsed by UK
governments.

3.243 1t highlights a number of legal requirements, along with good practice
requirements and guidance on the management of trees in relation to soil,
water, biodiversity, people, the historical environment, landscape and
climate change and general forestry good practice.

3.244 Applications for felling licences that clearly contravene the UKFS are
refused on the basis that in failing to comply with the UKFS, the
application would not be in the “interests of good forestry” as set out in the
Forestry Act 1967.
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3.245 Foresters and landowners are additionally required to adhere to
existing environmental and wider legislation where it is applicable to felling
and operations. The current felling licensing process has been embraced
by the forestry sector and has worked effectively as felling licences have
become the main tool for gaining felling permissions in Wales over the last
7-8 years. Prior to this, the majority of felling licences were issued as part
of a management grant agreement where conditions were incorporated,
monitored and enforced under the grant contract.

3.246 The UKFS and interpretation of the Forestry Act 1967 has evolved with
forestry policy over the years to encompass a wider range of
environmental issues than first envisaged when the 1967 Act was drafted
and passed.

3.247 However, there are occasions where further clarity in the form of
conditions and the ability to amend/suspend/revoke an existing licence
would have provided better protection for biodiversity and the environment,
particularly in instances where rules have not been followed or further

sensitivities come to light after a licence has been granted.

Conditions in felling licences

3.248 Felling licences are issued under Section 10 of the Forestry Act 1967.
Conditions are limited in Section 12 to replanting and the subsequent
maintenance of the replanted trees. Conditions to further protect a
designated site or the wider environment from the impact of felling e.g.,
through how and when a felling may be carried out, and by whom, cannot
be added to felling licences in Wales under the existing 1967 Act
provisions.

3.249 Felling licences are subject to the assessment provisions in the
Conservation of Habitats and Species Regulations 2017 (“Habitats
Regulations”). The Regulations require NRW, acting in their role of the
“appropriate nature conservation body”, to advise on the application of
conditions to any permission or consent to avoid any adverse effects on
the integrity of a European site (as defined in the Habitats Regulations).

3.250 However, as the competent authority on whether to grant a felling

licence, NRW is not able to add such conditions to felling licences owing to
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the constraints of the Forestry Act 1967. Under the Habitat Regulations, if
NRW conclude that a condition is necessary to prevent an adverse effect
from felling then it should not be granting the felling licence if the
necessary conditions are not legally enforceable.

3.251 A similar situation arises with NRW’s duties under The Water
Environment (Water Framework Directive) (England and Wales)
Regulations 2017 (“Water Framework Directive”), where conditions
required to meet the Directive cannot be conditioned within a felling
licence.

3.252 The Forestry Act 1967, under which the licence is issued, does require
cross compliance with all other relevant legislation including protected
species and environment licencing. This is reiterated under the UK
Forestry Standard (UKFS).

3.253 Where an application for a felling licence does not meet ‘Good forestry
practice’ as laid out in the UKFS, NRW will advise the applicant to re-
consider. If the application is still not acceptable on re-submission, NRW
will refuse the licence citing the relevant parts of UK Forestry Standard.

3.254 Refusal of licences or consent is currently avoided by informal
agreement between NRW and licence applicant, as set out below, but
such agreement is not legally enforceable.

3.255 In the absence of suitable conditions, NRW provide an advisory letter
which accompanies the felling licence, setting out the need to comply with
other existing law.

3.256 NRW have also developed a voluntary long-term forest management
plan approach. This enables applicants to articulate their vision,
management objectives and how they will mitigate and manage key
environmental requirements, but in return for a long-term felling permission
they are required to ‘opt-in’ to similar terms as exist in Scotland using a
land management agreement made under Section 16 of the Environment
(Wales) Act 2016.

3.257 However, as land management agreements are a voluntary
arrangement between the parties and can be costly to draw up, they are

impractical to apply to the whole felling licence regime.
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3.258 The cumulative impact of felling on habitat is important for the
resilience of wildlife populations and relates to NRW’s Section 6 duty
under the Environment (Wales) Act 2016 “to seek to maintain and
enhance biodiversity.... and promote the resilience of ecosystems...”
consistent with the proper exercise of its functions.

3.259 Considering this duty is already part of the felling licence regime, NRW
takes account of the needs of species in relation to existing and new
applications for felling licences, as well as their own Forest Resource
Plans. This is informed by wildlife site surveys undertaken by applicants
and NRW, along with monitoring data and that obtained through the Local
Records Centre.

3.260 While this relates to an internal process within the NRW, the power to
add environmental conditions to felling licences could strengthen
protection of habitat where deemed necessary.

3.261 Protection of a range of wildlife and their shelter is available through
the Wildlife and Countryside Act 1981. Section 10(3)(c) exempts an act
from being unlawful where it was “the incidental result of a lawful operation
and could not reasonably have been avoided.” The restrictions on
conditions that can be applied to felling licences can make it difficult to
protect some elements of wildlife considering the above exemption,
although European Protected species and Schedule 1 birds are not
affected.

Amend/suspend/revoke licences

3.262 Currently there are no powers for NRW to amend, suspend or revoke a
felling licence.

3.263 Where an area of woodland changes ownership, a felling licence
passes to the new owner (although it is not placed in the Land Registry).
Any change of objectives e.g., a wish to restock with a different tree
species, cannot be accommodated within a felling licence. While this can
be addressed through informal mutual agreement between NRW and the
owner, only the original conditions set out in the felling licence can be

enforced if there is a breach.
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3.264 There are no powers to suspend or revoke a felling licence owing to a
breach in other environmental legislation resulting in environmental
damage e.g., water pollution or where the presence of protected species

has been omitted from consideration within the felling licence process.

Other devolved governments

3.265 Both Scotland and Northern Ireland have replaced the Forestry Act
1967 with their own legislation which enables additional conditions to be
added to felling licences. Scottish legislation also includes the powers to

amend/suspend/revoke felling licences already granted.

Increase in penalty for felling without a licence

3.266 In the Forestry Act 1967, fines for not complying with an enforcement
notice which can relate to the non-compliance of conditions within a felling
licence, are set out at section 24 and are subject to a Level 5 “unlimited”
fine. However, section 17 which deals with illegal felling, has a level 4 fine
(E2500). This means that a person can be fined less for illegal felling than
being in breach of a felling licence condition. Schedule 16 paragraph 2 to

the Environment Act 2021, removed the limit on these fines in England.

Purpose of legislation

3.267 Both of the following powers would apply to all applications for felling
licences within Wales.

Power to add conditions

3.268 We wish to alter the Forestry Act 1967 to give NRW the power to add
“environmental” conditions to felling licences to prevent felling that would
contradict other environmental legislation. This is in addition to the existing
conditions currently set out in the Forestry Act 1967.

3.269 Environmental conditions will be used when the NRW Permitting team
consider that it is necessary to include conditions to protect a particular
species, habitat or other environmental concerns or sensitivities that have

been raised during consultation within the application process.
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3.270 These new conditions will be added where they are appropriate and
proportionate to the activity being applied for, and worded so they are
enforceable and relevant. Their application will be in line with NRW’s
Regulatory Principles, Regulator’'s Code and Public law principles.
Conditions have still to be developed in line with necessary legal wording.
However, examples of the type of conditions applicable are at Table 1.

3.271 This power would help to address disconnect between a felling licence
and its impact on other environmental legislation such as the Habitat
Regulations 2017. It would also assist NRW in meeting its legal duty under
the Environment (Wales) Act 2016 on the Sustainable Management of
Natural Resources (SMNR) and the Section 6 duty under the same Act.

3.272 The power would also bring the enforcement of those environmental
conditions within the powers of the Forestry Act 1967 and under the
functions of NRW as the appropriate forestry authority in relation to Wales.

3.273 Scotland and NI have taken similar powers. The England Trees
strategy outlines that new statutory duties and powers for the Forestry
Commission will be considered, to better reflect the social and

environmental value of woodlands.

Power to amend/suspend/revoke licences

3.274 We wish to alter the Forestry Act 1967 to take powers to enable NRW
to amend, suspend or revoke a felling licence after it has been granted.

3.275 The ability to amend a felling licence in mutual agreement with the
licence holder will help address changes in objectives or where additional
information has come to light since the licence was granted. The “mutual
agreement” approach reflects that used in Scotland in the Forestry & Land
Management (Scotland) Act 2018.

3.276 The proposed amendments to the Forestry Act 1967 will allow for
felling licences already granted to be amended, suspended or revoked
where environmental conditions have not been complied with or where a
licence already granted is likely to cause environmental harm e.g., where a
new sensitivity has unexpectedly come to light.

3.277 The proposed amendments to the Forestry Act 1967 will enable NRW

to take a number of actions through the serving of a notice, including
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varying the environmental conditions in the felling licence, amending the
felling licence itself, setting out remedial action or “steps”, or ultimately
suspending or revoking of the felling licence.

3.278 The proposed amendments will also allow notices to amend, suspend
or revoke a felling licence to take immediate effect where NRW considers
this necessary due to an imminent and serious risk of environmental harm
(“emergency circumstances”).

3.279 The amendments also include provision setting out the procedure to be
followed where a notice served under the new powers, or where a felling
licence is to be amended by agreement, relates to a felling licence in
respect of trees subject to a Tree Preservation Order (TPO).

3.280 Suspension or ultimately revocation are seen as extreme outcomes
and would only be used in exceptional circumstances where amendment
to conditions or the felling licence would not address the issue or cannot
be agreed.

In recognition of this, the proposed amendments also set out provision to

enable a period of suspension to be lifted early where it is appropriate to do

So.

3.281 As part of the new powers, the proposed amendments also introduce a
new offence, enabling NRW to take enforcement action where steps
specified in a notice arising from a breach of conditions have not been
carried out. Provision is made where land has changed hands, to ensure
that a new owner may be made aware of the “steps” required and has
opportunity to undertake those steps before criminal enforcement action
can be taken for failure to take those steps under the new offence.

3.282 The level of fine is unlimited, in line with the existing fine within the
Forestry Act 1967 for non-compliance with a notice. The proposed
amendments also enable NRW to enter the land and undertake steps set
out in a notice that have not been complied with and recover those costs
from the owner. This is to ensure that action can be taken where
necessary to alleviate environmental harm caused, where the owner has
failed to take that action in the period set out in the notice.

3.283 The proposed amendments to the Forestry Act 1967 set out provision

to ensure that the correct person has grounds to bring an appeal against
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the different notices relating to amendment, suspension or revocation
arising from the new powers.

3.284 The amendments to the Forestry Act 1967 also allow compensation for
depreciation in timber value due to the serving of a notice, to be made
available where a felling licence is revoked or amended due to
environmental harm arising through no fault of the licence holder. This
reflects existing compensation provision for refusal of a felling licence
already within the Forestry Act 1967. Provision is also made to allow that
compensation may be payable to the correct person, where a notice
served to amend, suspend or revoke a licence is later cancelled as a result
of a successful appeal. Compensation may include depreciation in timber
value and/or expenses reasonably incurred, depending on the type of
notice cancelled.

3.285 To date, there have been no cases of compensation having been paid
under the existing provision within the Forestry Act 1967.

3.286 In line with Public Law principles and its Regulatory Principles, NRW
will work with felling licence holders to agree mitigation or remedial works

through amendment to avoid suspension or revocation wherever possible.

Increase in penalty for felling without a licence

3.287 The proposed amendments will alter the penalty for felling without a
licence at section 17 of the Forestry Act 1967 to an unlimited fine. This is
relevant to the powers to amend/suspend/revoke a felling licence outlined
above. Breaches in conditions relating to felling would ultimately be
enforced under the section 17 offence. This would include non-compliance
with a notice to suspend or revoke a felling licence. Non-compliance with a
requirement to take “steps” (e.g. remedial works) within notices would be
dealt with under the new offence at s.24C.

3.288 The current level of fine under section 17 is at Level 4, or £2500, which
is below the existing unlimited fine level at section 24 and the new offence
at section 24C. To leave the section 17 fine at its current level risks
undermining the effectiveness of the new powers. Increasing the section
17 fine to an unlimited fine will address the discrepancy between the

unlimited fine for not complying with a notice under section 24 and the
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currently limited fine for illegal felling in section 17. This will allow the Court
greater flexibility regarding the extent of the fine in the event of a major

incident.

Intended effect

3.289 The power to add conditions and to amend/suspend/revoke felling
licences already granted are being sought to prevent felling that would
contradict other environmental legislation. The effect of this is primarily to
safeguard wildlife and provide protection from environmental damage,
although it would also enable felling licences to be amended for other
reasons such as a change in owner objectives.

3.290 It also enables such “environmental” conditions to be enforceable
under the Forestry Act 1967; helps the Forestry Act 1967 align with other
environmental legislation such as the Habitat Regulations 2017 and
enables NRW to meet its SMNR (sustainable management of natural
resources) and section 6 duty under the Environment (Wales) Act 2016.

3.291 Increasing the associated fine at section 17 to unlimited will address
the existing discrepancy between different but related sections of the
Forestry Act 1967. It will also act as a better deterrent against illegal
felling, giving the courts the flexibility of higher fines where appropriate.

3.292 Other reasons include the desire for forestry permitting to be brought in
line with NRW’s other regulatory regimes. This applies to the power to
amend, suspend and revoke as well as the power to add conditions to

felling licences.

Frequency of Use

Environmental conditions

3.293 Most felling licences would benefit from having generic or baseline
conditions to provide protection to the wider environment, for example,
pollution prevention. The forestry sector is already required to comply with
other environmental legislation, but this will formalise compliance within

the felling licence regime.
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3.294 Adding such conditions should not add any extra burden as this is how
the forestry sector should already be working to comply with the law.

3.295 An estimated 31% of licences may need further conditions, based on
site specific factors such as impact pathways to designated sites. These
could be generic for the more common sensitivities. A further 4% may
need more bespoke conditions where there is something particularly
sensitive on site or where there are a number of sensitivities occurring
altogether.

3.296 These 3 levels or “tiers” enable conditions to be applied depending on
necessity related to the sensitivity and potential risk of environmental
harm.

3.297 NRW will apply these conditions to felling licences where they are
appropriate and proportionate to the activity being applied for and worded
so they are enforceable and relevant. Their application will be in line with
NRW’s General Purpose under the Environment (Wales) Act 2016 and its
balancing duty under the Forestry Act 1967, coupled to NRW’s Regulatory

Principles, Regulator’'s Code and Public law principles.

Powers to amend/suspend or revoke licences

3.298 The use of powers to amend felling licences where there is mutual
agreement will vary as the need arises either from NRW or the forestry
sector. Where environmental harm has arisen resulting from a breach of
environmental conditions or from an unexpected sensitivity coming to light
after a felling licence has been granted, new powers allow NRW to serve a
notice to amend a felling licence to address the harm done, or suspend or
revoke the felling licence. Suspension or ultimately revocation of a felling
licence is seen as an extreme outcome as costs to the private sector
would likely be high, depending on the nature of the site and timber supply
contract.

3.299 For this reason, these powers are for use only in the rare
circumstances where amendment to conditions or the felling licence itself
would not address the issue or cannot be agreed. In all cases, in line with

NRW’s Regulatory Principles, NRW will work with felling licence holders to
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agree mitigation or remedial works through amendment in order to avoid

suspension or revocation wherever possible.

General

3.300 It is intended that these powers are used where there is a clear need to
do so, particularly under Regulation 63 of the Conservation of Habitats and
Species Regulations 2017 and other environmental regulation.

3.301 The use of these powers is to be justified, proportionate and
appropriate in line with NRW’s regulatory principles as well as their
balancing duty in Section 1 (3) (a) of the Forestry Act 1967. The
circumstances in which NRW may refuse a request for an amendment will
also need to be considered.

3.302 Overuse of these conditions outside NRW’s balancing duty has the
potential to make felling licences too burdensome to be operated
practically or financially which could have an impact on woodland
management.

3.303 As private landowners often fund woodland management from the
income realised, increasing the financial burden of compliance may lead to
discouragement of woodland management and loss of the associated
ecosystem or timber production benefits.

3.304 Use of these powers within NRW’s General Purpose under the
Environment (Wales) Act 2016 and its balancing duty under the Forestry
Act 1967, coupled to its requirement to act in accordance with Public Law,
the Regulator’'s Code and their Regulatory Principles will serve to
counteract this and ensure that the powers are used proportionately and
where justified. The extent of the appeals and compensation provisions
will also provide a safeguard against NRW issuing notices that are

disproportionate.

No retrospective use

3.305 It is intended that these powers are used for felling licences granted
after this provision comes into force. As felling licences have a “life” of 2

years, having the powers to amend/add conditions, suspend or revoke a
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licence retrospectively to current felling licences is not considered

necessary.

Unintended effects

3.306 There could be commercial implications to both the private forestry
sector and NRW in suspending or revoking a licence once it has been
granted. However as in Scotland, this would only be applicable where the
ability to amend was not seen as adequate to minimise or prevent the
environmental harm or other breaches in conditions or legislation. Overuse
of powers by NRW to amend, suspend or revoke a felling licence will be
countered by grounds for appeal and potential for compensation where an
appeal is successful.

3.307 There is considerable concern from the forestry sector that providing
NRW with a general power to add conditions to felling licenses will result in
‘mission creep’ over time, with increasing numbers of conditions added to
licenses and use of powers to amend/suspend/revoke licences already
granted.

3.308 This would be detrimental to the operation of the sector and Welsh
Government’s objective of bringing more woodlands into management and
we wish to avoid this. The Forestry Act 1967 already contains provisions to
enable a felling licence holder to appeal conditions imposed. As above, the
application of conditions by NRW must comply with Public Law principles,
the regulators’ code and NRW own Regulatory Principles, as well as their
General Purpose under the Environment (Wales) Act 2016 and balancing
duty under the Forestry Act 1967 which will serve to counteract this.

3.309 It is proposed that clear applicant guidance accompanies these
powers so applicants and permit holders are clear on when these powers
will be used and what is required. The aim is to be able to operate
efficiently and sustainably within the law, avoiding fines, penalties,
possible criminal convictions, and adverse publicity in order to benefit from
a social licence. Welsh Government has provided non-statutory guidance
“‘Amending the Forestry Act 1967: Principles of Implementation” to NRW
on which to base their applicant guidance. This and a high level paper

“‘Amending the Forestry Act 1967: Natural Resources Wales approaches
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paper” setting out NRW’s approach to applying these powers have been
provided as a supporting documents to this Act.
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Table 1 Tier system of conditions and examples of condition types.

*NB. actual conditions have still to be developed, requiring careful

consideration in line with necessary legal wording.

Tier Condition Reason Example of type of condition*
Example from marine licences: -
To minimise the risk of | Pollution prevention - The Licence
pollution incidents, and | Holder must ensure adherence to
i/l-' _ to ensure the timely pollution prevention best practice.
ajorit . o .
of oMY 1 e.g., Pollution report of such incidents, | Any incidents must be reported to
i prevention to enable the Licensing | the Licensing Authority as soon as
SELE s Authonty to take action pOSSible USing the hotline number
as appropria’te_ 0300 065 3000.
Example from a felling licence
advisory note: -
Thinning and clearfelling can
damage or destroy otter holts and
e.g., Otters as a resting sites.
2 - designated feature
General | of a SAC: An HRA HARVESTING
conditions | (Habitats . .
. Requirement of Habitat i
for Regulations quire Clearfelling
. : Regulation Assessment
recurring | Assessment), Itis o S
themes | possible that a (HRA) e Limit clearfell in riparian zones
e.g., SAC | generic condition to retain woodland cover.
features | could be agreed e Retain brash piles and leave
for this scenario )
undisturbed.
e Avoid carrying out felling within
30 m of a holt or 100 — 200m of
a breeding site.
3-
Specific e.g., multiple Impact pathways to Bespoke e.g., avoid critical
conditions | sensitivities on site | multiple sensitivities. breeding season
- 4%
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Part 5 - WILDLIFE

Context

3.310 The Act will create new offences under the Wildlife and Countryside
Act 1981. A person who uses a share to capture a wild animal will commit
an offence. A person who uses a glue trap to capture a vertebrate will
commit an offence. A person guilty of an offence is liable on summary
conviction to imprisonment for a term not longer than 6 months or an
unlimited fine — which is in line with those of the Wildlife and Countryside
Act 1981.

3.311 The use of snares to capture foxes and rabbits and the use of glue
traps to capture rodents both generate strongly held opinions and a
significant degree of public and political interest.

Snares

3.312 A free running snare — which essentially is an anchored loop of cable
(usually wire or steel) — can be easily purchased from a wide variety of
retailers, including online. They are used to enable foxes or rabbits to be
caught around the neck and restrained until the operator can return to
dispatch the animal. Gamekeepers and farmers use these legal means of
trapping and killing animals — predominately foxes — that are deemed to be
pests because they can predate gamebirds bred for shooting, and also
lambs.

3.313 Their use in Wales is believed to be widespread but some estimates
are likely to be largely inaccurate due to a reticence in reporting. A 2012
Department for Environment, Food and Rural Affairs (Defra) report® found
that between 17,200 and 51,600 fox snares were in use in Wales. The
same report found that rabbit snares are not used as extensively.

3.314 The extrapolation from the survey’s results suggested that only 115
holdings in Wales use rabbit snares, with an average of 12 snares in use
at each holding at any one time. Snares are also sometimes used to

capture rabbits for food.

30 Defra, UK - Science Search
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3.315 Snares are known to inflict both physical and mental suffering upon the
animals they capture3%:32 particularly as the animal may be trapped for
many hours - legally, or days - illegally33 Injuries sustained from the snare
can result in a slow, agonising death for the trapped animal, and they can
be attacked or killed by other animals.

3.316 When an animal struggles to free itself, the snare can slip to the body
or lower extremities leading to the animal further injuring its teeth and body
as it attempts to gnaw through the restraint.

3.317 Even where care is taken on the size and location of the snare, they
are, by their nature, indiscriminate and as such many other non-target
species regularly fall victim to being trapped injured or even killed, this
includes other wildlife and domestic species as well as farm livestock.

3.318 The Department for Environment, Food and Rural Affairs (Defra) study
found that while 84 per cent of snare users reported that they made efforts
to avoid capturing non-target species, 60 per cent had nevertheless
caught non-targets at some time or other.

3.319 These non-target species included hares, deer, otters, and pet dogs
and domestic cats (5 out of the 17 rabbit snare users in the study had
caught a cat at least once). The Defra study found that the badger was the
most common non-target with 25 per cent of operators reporting this

species found captured in their snares.

Glue Traps

3.320 Glue traps, also called ‘glue boards’, ‘sticky boards’ or ‘sticky traps’
(etc.), are readily available for anyone to buy. They can be purchased from
a wide variety of retailers and, because they amount to little more than a
board (plastic or card) with the addition of a non-drying adhesive, they can

also easily be made at home. These traps are predominately®* used to

31 Munro, R. and Munro, H.M.C. (2008) ‘Traps and Snares’ in Animal Abuse and Unlawful Killing
Forensic Veterinary Pathology. Edinburgh, Elsevier Saunders

32 Rochlitz, I., Pearce, G.P. and Broom, D.M. (2010) The Impact of Snares on Animal Welfare. OneKind
Report on Snaring, Centre for Animal Welfare and Anthrozoology, Department of Veterinary Medicine,
Cambridge University Animal Welfare Information Service.

33 Under s11 of the Wildlife and Countryside Act 1981 it is illegal to fail to check a set snare at least
once every 24 hours

34 Glue boards/traps are also used for insects and pests, such as cockroaches, which will not be
prohibited because the proposed ban will only apply to vertebrates.
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catch a rodent by its limbs or fur as soon as it comes into contact with the
glue. These traps are in frequent use by members of the public as well as
a number of professional pest controllers.

3.321 There is no requirement for the user of a glue trap to have any skills or
knowledge in the ‘pest’ species they are seeking to capture. One of the
key concerns is in relation to what happens to the animal once it becomes
trapped. Many members of the public may not understand how that animal
must then be handled and killed once it has become trapped (it is unlikely
the animal can be safely and humanely freed from the glue trap to be
released unharmed elsewhere), and therefore the glue trap may just be
thrown away with the live animal still attached.

3.322 Most people may also not understand that to do so could constitute a
criminal offence under the Animal Welfare Act 2006. They may also be
committing an offence if they are not able to kill the animal humanely
which may frequently be the case if they do not have knowledge and skills
to do this.

3.323 Indeed, a YouGov poll®*® found that over half of the respondents either
would not know what to do with a trapped live animal or would recommend
an action such as drowning, which would be illegal, and only 20 per cent
knew the preferred, and legal, method of striking the animal with a sharp
blow to cause instant death.

3.324 Reports of non-target species including pet animals such as cats,
becoming caught in glue traps suggest serious injury and even death can,
and has, occurred. Target and non-target animals caught in these traps
have been reported to have sustained serious and painful injuries
including dislocated or broken limbs and skin tears, and in some cases an
animal may try to chew its own limb off to break free. Trapped animals
frequently suffer from exhaustion, dehydration and starvation and can
drown in the glue or fall prey to other animals. Between 2016 and 2021 the
Royal Society for the Prevention of Cruelty to Animals (RSPCA) alone

received 270 reports involving glue traps, with seven of these in Wales.

35 Humane Society International (HSI), 2015. Inhumane, Indiscriminate, Indefensible: The case for a UK
ban on rodent glue traps. Available at: https://www.hsi.org/wp-content/uploads/assets/pdfs/hsi-glue-trap-
report.pdf
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3.325 The annual figures were significantly lower during the pandemic, and it
IS important to recognise most incidents where animals suffer due to glue
boards may go undetected and unreported.

3.326 Three out of every four incidents the RSPCA responded to involved
non-target species being caught, often fatally, including owls and other
wild birds, squirrels, hedgehogs, and pet cats - and importantly the glue
traps involved have been laid by both the general public/amateurs and

professional pest controllers.
Calls to ban

Snares

3.327 Calls to take action on snares have been prevalent and growing for
many years. In 2015 this led to the development of a Code of Best
Practice on the Use of Snares in Fox Control*® produced by Welsh
Government in consultation with representatives of a number of interested
stakeholders including snare users. However, the first annual report to the
Climate Change, Environment and Rural Affairs Committee’s
consideration on the use of snares in Wales (CCERA)3’ could not provide
guarantees that the Code had been widely adopted by snare users.

3.328 As such the 2017 CCERA Committee report recommended that ‘the
Welsh Government prepares draft legislation now so that it is in a position
to act immediately should the combined efforts of government, the industry
and land managers fail to deliver the ambitions of the Code’.

3.329 Subsequent repeated requests for evidence on adherence to the Code
have not been responded to by representatives of snare users in the six
years since the Code’s introduction.

3.330 The League Against Cruel Sports (LACS) reported that a YouGov poll
they had commissioned in January 2021 found that 78 per cent of the

public in Wales wanted the use of snares to be made illegal®.

36 Code of best practice on the use of snares in fox control | GOV.WALES
37 hitps://senedd.wales/laid%20documents/cr-ld11086/cr-ld11086-e.pdf
38 Calls for Welsh Government to ban barbaric snares | League Against Cruel Sports
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3.331 Two petitions calling for a ban snares in Wales have been considered
by the Senedd Petitions Committee in recent years. Senedd petition (P-06-
1159) raised 6,514 signatures when it was closed by the Petitions
Committee in October 2021%°. An earlier Senedd petition (P-05-715) led by
the LACS generated 1,405 by November 2017 and was closed by the
Petitions Committee in light of the CCERA’s discussion and
recommendations.

3.332 In the UK Parliament in 2021 a petition calling for the sale, use and
manufacture of free-running snares to be banned reached in excess of
100k signatures?®. In January 2022 and before the petition had closed,
Defra responded ‘The Government recognises that some people consider
shares to be an inhumane and unnecessary means of trapping wild
animals and will launch a call for evidence on the use of snares’, adding
‘the Government will ensure it has the very latest understanding on this
issue, and our position will be informed by the responses received’.*

3.333 The call to ban snares is reflected elsewhere in Great Britain. A recent
poll in Scotland — where snares are regulated - found that 76 per cent of
Scots want a ban on snares*? which may have precipitated the Scottish
Government’s announcement committing to a review that will include a

ban as one of the options**

Glue traps

3.334 Glue traps are considered inhumane?*+4> and animal welfare
organisations have long called for them to be banned. This has been
supported by professionals in the British Veterinary Association and the
British Veterinary Zoological Society who have pointed to similar methods,

such as, bird lime, which is already illegal. Concerns have been raised not

39 |t was closed because it was a subject already under consideration by Welsh Government.

40 Which means it may likely be debated in the House of Commons

41 https://petition.parliament.uk/petitions/600593

42 76% of Scots want to see a ban on the use of snares - OneKind

43 Snares to trap animals could be banned due to illegal use | Scotland | The Times

44 Baker, S.E., Ayers, M., Beausoleil, N.J., Belmain, S.R., Berdoy, M., Buckle, A.P., Cagienard, C.,
Cowan, D., Fearn-Daglish, J., Goddard, P., Golledge, H.D.R., Mullineaux, E., Sharp, T., Simmons, A.
and Schmolz, E. (2022) An assessment of animal welfare impacts in wild Norway rat (Rattus
norvegicus) management. Animal Welfare 2022, (31) pp 51-68.

45 Scottish Animal Welfare Commission: report on the use of rodent glue traps in Scotland
www.gov.scot/publications/scottish-animal-welfare-commission-report-use-rodent-glue-traps-
scotland/documents
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just in relation to the non-target animals which have fallen victim to glue
traps and suffered injuries or a painful death, but also the target species.
Rodents — often referred to as ‘pests’ - are not always offered the same
protection from pain and injury in legislation.

3.335 Whilst rodent ingress in our immediate environment is always a
significant human health concern, all animals are nevertheless sentient. As
such calls to ensure a minimum level of humaneness when dealing with a
rodent problem have been growing — which glue traps are incompatible
with.

3.336 Legislation to ban the use of glue traps was passed in England in April
2023 although there will be an exemption for professional pest controllers
— the exact details of this exemption and how licensing will work have not
been announced and are not due to come into force until the spring of
2024. The Scottish Government has also recently announced its intention
to introduce a complete ban on glue traps (no exemptions) once a
legislative opportunity becomes available. This follows a petition calling for
a ban in Scotland which reached more than 5,000 signatures.

3.337 A YouGov poll found that 68 per cent of people surveyed want to see a
ban on glue traps and only 9 per cent opposed this*é- A petition on
Change.org has reached over 75,000 signatures*’. Another petition
submitted to the Senedd in 2021 was rejected on procedural grounds
because it came after the Welsh Government announcement on the

intention to introduce legislation to ban.

46 Humane Society International (HSI), 2015. Inhumane, Indiscriminate, Indefensible: The case for a UK
ban on rodent glue traps. Available at: https://www.hsi.org/wp-content/uploads/assets/pdfs/hsi-glue-trap-
report.pdf

47 *https:/iwww.change.org/p/the-department-for-environment-food-and-rural-affairs-defra-ban-cruel-
glue-traps-in-the-uk’

86



Part 6 — GENERAL

Purpose and intended effect of the legislation:

3.338 The Act provides a definition for both "agriculture" and "ancillary
activities”, these are central concepts in the context of the Act. These
terms are defined, for the purposes of the Act, at sections 51 and 52. The
definitions reflect the breadth of farming activities within Wales, capturing
both traditional and modern farming in Wales, while ensuring the sector
continues to innovate with encouragement and support by Welsh
Ministers. The definitions seek to capture the range of innovative practice
currently used in Wales as well as looking ahead to steps the industry may

need to take as it adapts to the challenges ahead.

Meaning of “agriculture” and related references:

3.339 The definition of “agriculture” comprises the range of agricultural
activities which Welsh Ministers may want to support, pursuant to the
power to provide support. It has also been shaped in the context of the
SLM duty and the corresponding functions within the Act.

3.340 Caught within the definition are more modern farming practices and
methods, demonstrating that farming is constantly evolving to reflect not
only the climate and changing landscape, but also advances in technology
in support of agriculture, such as controlled environment agriculture.
Consequently, the definition captures a wide breadth of what might be
considered traditional farming methods, as well as new farming activities.
These activities allow the sector to be sustainable, agile, and innovative in
its approach to contributing to achieving the SLM objectives.

3.341 The list below expands on the component parts of the definition:

a) The management and cultivation of gardens, including ornamental
horticulture and market gardens (as forms of horticulture)
b) Farming arable crops for the production of food or agricultural goods,

including the use of crops grown for bioenergy.
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c) The keeping and breeding of livestock for the production of food, drink,
oils, fibres or leathers or to graze land.

d) The practice of keeping dairy animals for the production of dairy
products.

e) Controlled environment agriculture which is the growing of plants in a
closed ecosystem in which environmental variables are controlled. This

ranges from the use of polytunnels to vertical farming methods.

3.342 A government amendment was tabled to include a reference to
‘agricultural businesses’ in section 51(3) of the Act. This amendment
makes clear, that references within the Act to ‘agricultural businesses’ are
to be construed in accordance with the definition of ‘agriculture’ at section
51(1). When considering whether a particular business is an agricultural
business, consideration will need to be given to the nature of the specific

business alongside the definition of agriculture.

Meaning of “ancillary activity”:

3.343 The definition of “ancillary activity” is provided at section 52 of the Act.
Ancillary activities are relevant in the context of the SLM duty, as the duty
applies (amongst other things) to the exercise of certain of the Welsh
Ministers’ functions in relation to ancillary activities. The definition of
“ancillary activity” reflects the scope of the sector alongside its core
activities of producing food and other goods on agricultural land. The
Welsh Ministers’ power to provide support in connection with ancillary
activities is detailed under the power to provide support section.

3.344 The definition of “ancillary activity” is split into environmental and

business actions and means:

a) taking action on land used for agriculture that maintains and
enhances ecosystem resilience, mitigates and adapts to climate
change and creates and manages habitats.

b) selling, marketing, preparing, packaging, processing or distributing

products deriving from agriculture.
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3.345 The environmental actions that form part of the definition of “ancillary

activity” capture steps which may be taken to assist in the achievement of
the SLM objectives on land used for agriculture. These steps may not
directly produce an agricultural product, but capture many of the wider
actions that many farmers in Wales already undertake. Examples could
include natural flood defence, energy management plans and ecosystem

creation such as beetle banks.

3.346 The business actions forming part of the definition capture the wider

agri-food supply chain and may include activities that do not take place on
agricultural land for example food packaging, marketing of products or
abattoirs. Including these actions within the definition of “ancillary activity”
allows for support and actions which benefit the whole sector and allow for

innovative and joined up approaches to agricultural supply chains.

3.347 This definition also allows support for the supply chain side of the

sector recognising that in a drive for lower emissions, increased efficiency
and a robust industry, joined up thinking which addresses what happens

beyond the farm gate will be required.

Power to amend

3.348 Section 53 contains a power for the Welsh Ministers to amend the

definitions of “agriculture” (Section 51) and “ancillary activity” (Section 52),
by regulations. This power can be used to ensure that the Act is able to
adapt so as to reflect any changes in agricultural practices as a result of
land management or technological changes in the future.

3.349 Section 53 also contains an amendment to the Act which details a

super-affirmative procedure, which provides for further requirements
where regulations are made that amend the definition of “agriculture” or
“ancillary activity”. The procedure requires the Welsh Ministers to consult
any persons appearing to them to be likely to be affected by the
regulations, on a draft of the proposed regulations. At least 12 weeks must
be allowed for the submission of comments. The comments must be

considered and a summary of the comments must be published.

3.350 When the draft regulations are laid before the Senedd, they must be

accompanied by a statement that specifies whether there are any
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differences between the draft consulted on and the draft being laid before
the Senedd. Where there are differences, the statement must set out
details of those differences. The amendment provides that the draft
regulations may not be approved by a resolution of the Senedd until after
the expiry of 40 days — this period is calculated from the day on which the
regulations are laid. The period does not include any time when the

Senedd is dissolved or in recess if this is for more than four days.
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Chapter 4 Consultation

4.2 In ‘Securing Wales’ Future*®, the Welsh Government set out the
priorities to ensure Wales’ future prosperity after the UK’s exit from the
European Union (EU). Exit from the EU has meant a departure from the
EU’s Common Agricultural Policy (CAP), which launched in 1962.

4.3 The Welsh Government has consulted extensively since 2017 on a
range of options for delivering SLM, farm support post EU exit, agricultural
tenancy, forestry amendments to Forestry Act 1967, snares and agriculture
reform.

4.4  The policy objectives and the review of the farming industry in BaOL#°
and Sustainable Farming and Our Land (SFaOL)%° looked at the challenges
faced and opportunities for reform in securing the future of Welsh farming.

4.5 The Agriculture (Wales) White Paper ! built on these proposals and
set out the direction of this Act for one of the most ambitious and
significant reforms of the sector of our time, aiming to revolutionise our
farming industry to achieve our vision of a sustainable, prosperous and
greener Wales. Further engagement with stakeholders for the regulation of
Glue Traps has also taken place.

4.6 The policy objectives and the provisions of this Act have been informed
and shaped by these consultations and stakeholder engagement in
relation to amendments to the Forestry Act 1967, Forestry Felling Licences
and Banning Snares and Glue Traps.

4.7 Due to the extensive consultation already undertaken in relation to the
proposals in the Act, and various stakeholder engagement sessions, no
additional consultation on a draft Bill was undertaken in advance of

introduction to the Senedd.

48 Securing Wales’ future | GOV.WALES

49 Support for Welsh farming after Brexit | GOV.WALES

50 Revised proposals for supporting Welsh farmers after Brexit | GOV.WALES
51 Agriculture (Wales) Act | GOV.WALES
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Consultation timetable:

Figure 1: Consultation timetable for future agriculture policy, Forestry, Snares
and Glue Traps.

2017: Taking forward Wales’ Sustainable management
of natural resources (SMNR) — Amendment to Forestry
Act 1967

4.8 The forestry provision to amend the Forestry Act 1967 was initially
proposed in the consultation “Taking forward Wales’ Sustainable
management of natural resources” between June and September 2017.5%
128 responses were received on proposals to enable felling licence
conditions to align with the SMNR and 130 responses received on the

ability to amend or revoke felling licences.

52 Taking forward Wales' sustainable management of natural resources | GOV.WALES
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4.9 Respondents were broadly supportive on both proposals. A summary
of responses can be found on the Welsh Government website>?

4.10 However, there were concerns that the scope of conditions might be
too broad resulting in excessive requirements from National Resource
Wales. Concerns were also raised in relation to NRWs ability to fulfil
additional duties under their current resourcing.

4.11 The policy intent to amend the Forestry Act 1967 to add conditions to
felling licenses, and to allow felling licenses to be amended, suspended or
revoked after licenses have been granted was consulted on again as part
of the Agriculture (Wales) White Paper which ran from 16 December 2020
to 25 March 2021. However, this time there were no clear trends
surrounding the proposal on changes to the Forestry Act 1967, due in part
to the low number of responses explicitly citing views on this.

4.12 Further stakeholder engagement was undertaken through the
Agriculture (Wales) Act Forestry Provisions Stakeholder Group under the
auspices of NRW’s Wales Land Management Forum which has helped
shape the policy intent and amendments to the Forestry Act 1967.RIA

4.13 This stakeholder group was chaired by Welsh Government with
secretariat support from NRW and was set up to enable stakeholders and
interested parties to provide comment and input into the development of
the forestry provision.

4.14 Membership comprised of the following organisations: Institute of
Chartered Foresters, Confor (Confederation of Forest Industries), Royal
Society for Protection of Birds (RSPB), Red Squirrels Trust Wales, Wales
Wildlife Trust, Bat Conservation Trust, Woodland Trust, FUW, Wales Local
Government Association, CLA (Country Land and Business Association),
NRW and Welsh Government. Other organisations were invited but were
unable to engage.

4.15 Consultation and engagement with key stakeholders on the proposals
will continue as NRW develop guidance for both internal staff and external
stakeholders to be ready for when the powers are implemented. This

guidance will be based on the Principles of Implementation and the

53 sustainable-management-summary-of-responses.pdf (GOV.WALES)
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Approach paper which form part of the supporting documentation for this
Act.

2018: Brexit and our Land (BaOL)

4.16 The Welsh Government’s first consultation was held between July
and October 2018. BaOL identified that funding provided to farmers
through the EU CAP had not equipped the sector to be resilient nor
address the environmental challenges confronting us.

4.17 12,203 responses were submitted to the consultation. Of these

responses, 11,160 campaign responses were submitted from seven

unique campaigns including Farming Unions, Worldwide Wildlife Fund for

Nature (WWF), RSPB and Wildlife Trust Wales. There were 1,043
substantive responses submitted to the consultation.

4.18 The views expressed by respondents were both strong and wide-
ranging. In general, farmers raised concerns about the proposals and
environmental groups supported the proposals.

4.19 A summary of responses can be found on the Welsh Government

website 4

2019: Sustainable Farming and our Land

4.20 Running between July and October 2019, SFaOL built upon the
responses and policy analysis on future support developed in our first

consultation, BaOL, and also the context provided by the Well-being of

Future Generations (Wales) Act 2015 (WFG) and the Environment (Wales)

Act 2016.

4.21 Reflecting on the responses received the Welsh Government reviewed

and changed the terminology to avoid similar misunderstandings that we
evident in the BaOL consultation. The proposed policy framework,

Sustainable Land Management (SLM), set out proposals on how

re

Government and farmers should work together to deliver SLM, balancing

54 summary-of-responses-brexit.pdf (GOV.WALES)
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the needs of the current generation with our obligations to the next,
including Wales’ future farmers.

4.22 SFaOL received over 3,322 responses during the course of the
consultation. Of these, 508 were unique responses from individuals and
organisations, and a further 2,816 responses were submitted across three
distinct campaigns from National Farmers’ Union Cymru (NFU), the Royal
Society for the Protection of Birds (RSPB) and Ramblers Cymru.

4.23 The analysis of consultation responses from SFaOL highlighted a
majority of responses endorsed the proposed policy framework as the way
forward.

4.24 A summary of responses can be found on the Welsh Government

website.>®

Further farmer stakeholder engagement

4.25 After Sustainable Farming and our Land, we launched a co-design
exercise over a period of six months, working directly with farmers and
stakeholders to explore some of the practical aspects of the proposed
Sustainable Farming Scheme (SFS) in a way that would not be possible
through a formal written consultation format. An independent consultant
was contracted to deliver co-design, and around 2000 farmers
participated. The project explored farmer views on several high-level
topics such as habitat management, farm development opportunities and
animal health to inform the development of the SFS. For example, data
from the survey and one-to-one discussions suggested that farmers were
broadly receptive to the idea of delivering both food and other
environmental goods on the land, as long as this was done in a
complementary way. General points of feedback were also gathered
during the project, including the importance of a payment support system
which equally supports family farms and larger holdings and the
importance of working with farmers in order to develop this scheme. We

have since launched the second phase of co-design which seeks to gather

55 Revised proposals for supporting Welsh farmers after Brexit | GOV.WALES
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views on more detail policy proposals and continue our commitment to

develop the SFS with farmers.

4.26 A summary of responses can be found on the Welsh Government
website. °¢ The second round of co-design is nearing completion and will

be published later this year.

2019: Agricultural Tenancies

4.27 Between April and July 2019 Welsh Government also conducted
consultation on the Agricultural Tenancies policy intent as part of a wider
public consultation on Agricultural Tenancy Reform.>” The consultation
was drawn to the attention of a wide range of stakeholders with an interest
in agriculture, rural communities and the natural environment. In total 33
responses were received from agricultural tenants, landlords and
stakeholders.

4.28 The majority of respondents agreed with the proposal to amend the
1986 Act. Many who agreed noted that restrictive clauses were a particular
issue for 1986 Act tenants, preventing them from meeting regulatory
standards, diversifying and entering into land management schemes.

4.29 A summary of responses can be found on the Welsh Government
website.%®

2020/2021: The Agriculture (Wales) White Paper

4.30 In response to feedback on previous consultations listed above, the
Welsh Government refined proposals and consulted further. The
Agriculture (Wales) White Paper was published on 16 December 2020. It
built upon and set out the ambition to reform the way in which agriculture
is supported by Welsh Government in the future and our intention to
introduce an Agriculture (Wales) Bill in the Senedd, consulting on our

proposals for:

56 Co-design for a Sustainable Farming Scheme for Wales (gov.wales)
57 Agricultural tenancy reform | GOV.WALES
58 Agricultural tenancy reform | GOV.WALES
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a) Sustainable Land Management: future policy and support;
b) Future support for agriculture;

c) Agricultural Tenancy;

d) Regulatory reform;

e) Future support for industry and the supply chain;

f) Forestry and woodland management;

g) Improving animal health and welfare;

h) Regulating the use of Snares;

1) Improving monitoring through the effective use of data and remote
technology; and

j) Replacing certain powers contained in the AA (UK) 2020.

4.31 The 12-week consultation ended on 26 March 2021.

4.32 An independent analysis of the responses to this consultation has been
published. A summary of responses can be found on the Welsh
Government website.>°

4.33 It received 232 substantive responses (set out in Annex 3 of the
Summary of responses) and 887 responses submitted through a
campaign organised by the League Against Cruel Sports (LACS).

4.34 The independent analysis of the Agriculture (Wales) White Paper
concluded that, overall, respondents were broadly positive towards the
proposals for introducing SLM. This was caveated by the need for more
detail, particularly around future support for agriculture.

4.35 No clear trends emerged from those who commented on the
agricultural tenancy proposal which aimed to remove perceived barriers to
improving productivity, enabling structural change and accessing future
farm support schemes.

4.36 The majority of those commenting on the proposal were in favour of
extending the provision to landlords, citing fairness as a key consideration.
This was at odds with our previous tenancy reform consultation.

4.37 Insufficient evidence emerged in support of extending the provision to

Farm Business Tenants and landlords. Therefore, no further amendments

59 Agriculture (Wales) Act | GOV.WALES
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were considered necessary at the time to the draft provision originally
consulted upon.

4.38 Proposals to amend legislation to give Ministers in Wales powers to
regulate Snares were contained within the Agriculture (Wales) White
Paper.

4.39 Overall, the majority of respondents to the public consultation felt that
the use of snhares should be banned outright. Strong opinions regarding
animal welfare were expressed. Some respondents called for an increase
in control or regulation but the largest number — many of which were
organised through the LACS campaign — called for a complete ban.

4.40 As a result of the consultation and the work done on the Code of Best
Practice® in preceding years, the Welsh Government position to
implement a ban on the use of snares for capturing wildlife was included
as a commitment within the Programme for Government published in June
2021.

4.41 A summary of responses can be found on the Welsh Government
website®?,

4.42 Since publication of the White Paper considerable work has been
undertaken to define the scope and timescale for the Act. Ministers
agreed the scope of the Act should be limited to making provision for
bringing forward the new framework of Sustainable Land Management and
the powers for Future Support, amendment to Forestry Act 1967, Forestry
Felling Licences, Banning Snares and Glue Traps and to replace the time
limited powers in Schedule 5 (and other relevant provisions) of the
Agriculture Act 2020.

2021: Glue traps

4.43 Following indications from Department for Environment, Food and
Rural Affairs (Defra) that consideration was being given to legislate to
regulate glue traps in England, and during a review of options in Wales, an
opportunity to amend the Wildlife and Countryside Act 1981 was identified
within the Agriculture (Wales) Act. Officials engaged with stakeholders

60 Code of best practice on the use of snares in fox control (GOV.WALES)
61 Agriculture (Wales) White Paper summary of responses (GOV.WALES)
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between November 2021 and January 2022. Responses were sought from
the pest control industry; animal welfare organisations; and local
authorities in order to understand the scale of use; the impact of, and for
support for, a ban; and any other evidence for or against banning glue
traps.

4.44 The two major pest control bodies in the UK, the British Pest Control
Association (BPCA) and the National Pest Technicians Association
(NPTA) provided responses®?. Both organisations fully support a ban on
the general public (including amateur pest controllers) being able to use
glue traps, however they have called for an exemption for professional
pest controllers.

4.45 This is based upon their view that glue traps can be a faster method in
situations where the threat to public health is more acute and argue that
rodents are not always easy to capture, and rodenticides can sometimes
be ineffective. Both organisations, however, acknowledge the rarity of
these circumstances and pest controllers will often prefer to use other
methods where possible®.

4.46 Responses covering six of the 22 local authorities in Wales were
received to the targeted stakeholder consultation. Of these, two responded
to state they never use glue traps and only two in extremely limited
circumstances. One local authority quantified this as being far less than 1
per cent of all pest control incidents and another had not used them in the
preceding 12 months.

4.47 One response raised significant concerns if glue traps are to be
banned, pointing to specific types of circumstances such the home of a
vulnerable person with limited mobility, or a hospital, or the food
preparation area of a restaurant - where a glue trap is deemed to be the

fastest method of capturing the rodent.

62 Summary of responses to Welsh Government's targeted stakeholder consultation and call for
evidence on glue traps

63 The BPCA quantified this from a sample of 404 members who use glue boards at daily 6 per cent,
monthly 30 per cent, quarterly 18 per cent, yearly 16 per cent, less than once a year 3 per cent and
never 3 per cent. Information on how many of the respondents operate in Wales was not included -
which is a material matter given that rodent problems are more likely in (human) densely populated
areas.
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4.48 However, two local authorities responded to state they never use glue
traps for vertebrates because they are considered inhumane, and
therefore alternative methods of pest control are always deployed, which
suggests it is entirely possible to utilise alternative methods to capture the
rodent. One city-based local authority which does occasionally use glue
traps did not have any major impacts to report in the face of a ban and in
fact supported the proposal.

4.49 It was reported within the consultation responses that Local Authority
pest controllers usually do not leave the premises where they have laid a
glue trap until the animal is caught and dispatched quickly to minimise
suffering although this was not a practice the two pest control bodies
reported (they cited a requirement to return to check a trap no more than
12 hours after it was laid®4).

4.50 There were no problems reported by pest control services that have a
self-imposed ban on the use of glue traps — they are able to capture the
pest in all circumstances. It should be noted that the economic drivers (i.e.
the speed of capture and the potential need to return repeatedly,
sometimes to try different methods) in relation to this issue were not
discussed in the responses, and no evidence of financial impacts were

presented.

Further Consultation on Future Support

451 The Welsh Government accept and understand the call from the
Agriculture White Paper consultation for more detail on the proposed
Sustainable Farming Scheme (SFS) and plans for transition to allow the
industry time to prepare for future changes.

4.52 In July 2022, in readiness for the Royal Welsh Agricultural Show, an
outline of the SFS proposals®® was published and a second phase of co-

design was launched. This process is allowing meaningful engagement

64 The 12 hours cited is not a legal requirement but comes from an industry code of practice updated in
2017 by the Pest Management Alliance (consisting of BPCA, NPTA and the Chartered Institute of
Environmental Health). The Code sets out a range of standards including that glue traps are checked
‘within 12 hours of placing, or at least as soon as is reasonably practicable’.

65 Sustainable Farming Scheme | GOV.WALES
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with farmers on the proposals and will further demonstrate to the Senedd
how the powers contained in the Act are intended to be used.

4.53 In 2023, we will consult on our final proposals to introduce the SFS. We
will also consult on our detailed plans for the transition period including our
approach to stability payments and how we intend to reduce these
payments over the course of the transition period. We will also consult on
our plans to incentivise farmers to join the Scheme. An initial cost benefit
analysis has been completed and is considered as a part of the Regulatory

Impact Assessment (RIA) which accompanies the Act.

Sustainable Farming Scheme: Tenancy Working Group

4.54 In November 2022 the Welsh Government convened a Tenancy
Working Group made up of sector representatives to consider the outline
SFS. The group reached a number of conclusions on scheme design and
raised a number of concerns about certain aspects of agricultural tenancy
legislation which could act as a barrier to scheme access for some tenant
farmers. These included the definition of agriculture in both the 1986 and
1995 Acts, the rules of good husbandry and dispute provisions for FBTSs.

4.55 Welsh Government carefully considered the working groups feedback
when developing stage 3 amendments, and subsequently tabled a
government amendment in respect of dispute resolution provisions for

FBTs on the strength of the arguments presented by the group.
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Chapter 5 Power to make subordinate legislation

5.1 The Act contains provisions to make subordinate legislation and issue
determinations. Table 5.1 (subordinate legislation) sets out in relation to

these:

a) the person upon whom, or the body upon which, the power is
conferred,;

b) the form in which the power is to be exercised,;

c) the appropriateness of the delegated power;

d) the applied procedure; that is, whether it is “affirmative”, “negative”, or

“no procedure”, together with reasons why it is considered appropriate.

5.2  The Welsh Government will consult on the content of the subordinate
legislation where it is considered appropriate to do so. The precise nature

of consultation will be decided when the proposals have been formalised.
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Table 5.1: Summary of powers to make subordinate legislation in the provisions of the Agriculture (Wales) Act

Section Power Form Appropriateness of delegated Procedure Reason for procedure
conferred power
on
Sustainable Land Welsh Regulations | Power for the Welsh Ministers to Affirmative The SLM reporting provisions
Management reports | Ministers amend section 6(9), which defines Resolution provide an important
— Section 6(10) the reporting period for SLM reports. | Procedure mechanism to assess SLM

The Welsh Ministers are required to
prepare a report, in relation to each
reporting period, setting out their
assessment of the progress made
towards achieving the SLM
objectives (section 6(1)). This
includes reporting on the progress
made in relation to indicators and
targets during the reporting period
(section 6(2) to (6)). The report must
be published and laid before the
Senedd no later than 12 months
after the end of each reporting
period (section 6(8)). The reporting
period is, (a) in the case of the first
report, the period beginning with the
day on which section 2 (Welsh
Ministers’ duty in relation to the
objectives) comes into force and
ending with 31 December 2025; (b)

policy delivery and for
accountability and scrutiny.

The regulations could amend
the Act (section 6(9)) and the
affirmative procedure will
provide appropriate
opportunity for scrutiny and
accountability should the
Welsh Ministers decide to
exercise the power to make
regulations to amend the
reporting period for the SLM
reports.
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Section

Power
conferred
on

Form

Appropriateness of delegated
power

Procedure

Reason for procedure

in the case of subsequent reports,
successive periods of five years.

The power to amend the reporting
period provides flexibility in case the
reporting period needs to be
amended to take account of
changing priorities and/or changes
in the power of support reporting
period.

Maintaining a synchronicity between
the power of support reporting
periods and the SLM reporting
period enhances the effectiveness
of both reports as information from
the power to provide support report
is likely to feature in the SLM report.

Welsh Ministers
power to provide
support -

Section 8(4)(a)

Welsh
Ministers

Regulations

Power for the Welsh Ministers to
add further purposes to the list of
power to provide support purposes.
Provides the Welsh Ministers with
the flexibility to add to the power to
provide support purposes set out in
section 8(2) by way of regulations.

Affirmative
Resolution
Procedure

These regulations could

amend primary legislation in
connection with the power to
provide support purposes.
Therefore, the affirmative
procedure is considered
appropriate. The purposes
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Section Power Form Appropriateness of delegated Procedure Reason for procedure
conferred power
on
That list is not exhaustive, but sets outline the priorities for
out purposes that support may, in payments under the power to
particular, be provided for, or in provide support and any
connection with. This may need changes (adding, removing or
amending in the future as priorities modifying entries) will have an
change and in reaction to Impact on the scheme design
assessment of the purposes as and the expectations on
currently written. scheme members. As such it
is necessary that any changes
are given due consideration
and opportunity for challenge.
Welsh Ministers Welsh Regulations | Power for the Welsh Ministers to Affirmative These regulations could
power to provide Ministers remove a purpose from the list of Resolution amend primary legislation in
support - power to provide support purposes. | Procedure connection with the power to

Section 8(4)(b)

Provides the Welsh Ministers with
the flexibility to remove a purpose
set out in section 8(2) by way of
regulations. This power may be
considered appropriate should the
purposes for providing future
support change in the future. See
above (Section 8 (4)(a) for more
details).

provide support purposes.
Therefore, the affirmative
procedure is considered
appropriate. See above
(Section 8 subsection (4)(a) for
more details).

105




Section Power Form Appropriateness of delegated Procedure Reason for procedure
conferred power
on
Welsh Ministers Welsh Regulations | Power for the Welsh Ministers to Affirmative These regulations could
power to provide Ministers alter the description of a purpose in | Resolution amend primary legislation in
support - the list of power to provide support Procedure connection with the power to
Section 8 (4)(c) purposes. Provides the Welsh provide support purposes.
Ministers with the flexibility to alter Therefore, the affirmative
the description of a purposes by way procedure is considered
of regulations. This power may be appropriate. See above
considered appropriate should the (Section 8 subsection (4)(a) for
purposes for providing future more details).
support change in the future. See
above (Section 8 (4)(a) for more
details).
Power to make Welsh Regulations | The Welsh Ministers may make Affirmative The power may involve the
provision about Ministers regulations that make provision Resolution publication of data relating to
publication of relating to the publication of Procedure businesses and individuals

information about
support - Section
10(2)

information about support that is or
has been provided. Regulations may
provide for the specification of
information including about the
recipient of any support provided,
amount of any support provided,

and the purposes of any support
provided.

Regulations under this power may
impose a requirement on any

that receive support under the
power to provide support. The
power is also far reaching in its
applicability. Due to
transparency in the application
of public funds the affirmative
procedure, and its high level of
scrutiny, is felt to be
appropriate. Information is also
protected under GDPR.
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Section Power Form Appropriateness of delegated Procedure Reason for procedure
conferred power
on
person, including the Welsh
Ministers.
Power to make Welsh Regulations | Regulations to make provision for Affirmative Due to the reach of these
provision about Ministers ensuring that eligibility for support Resolution powers and the need for them
checking eligibility for has been met and compliance and Procedure to be justified and appropriate
support, etc - enforcement measures are in place in relation to what they are
Section 12(1) This power may confer powers of establishing (eligibility for
entry, the withholding of support and payments and compliance to
the recovery of support already paid. support conditions) the
affirmative resolution
Regulations under this power may proc_:e_dure s felt to give
not authorise entry to a private sufficient qhecks to ensure that
dwelling without a warrant issued by the POWET IS used .
a justice of the peace. appropriately and fairly.
Impact Report — Welsh Regulations | The Welsh Ministers may by Affirmative The reporting period is
Section 14(7) Ministers regulations amend the reporting Resolution currently set for every five
period, subsection (6), for the Procedure years, should the specified

Impact Report.

In the case of the first Impact
Report, the “reporting period” means
the period beginning with the day
section 8 comes into force and ends
on 31 December 2029, and for
subsequent Impact Report, reporting

reporting period no longer be
suitable this can be amended,
but should try to align with the
SLM reporting period.

The reporting period may if the
need arises be amended to
align with contract periods
(SFS). The impact report also
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Section Power Form Appropriateness of delegated Procedure Reason for procedure
conferred power
on
periods are thereafter every five provides financial transparency
years. and accountability for the use
of public funds. The affirmative
The Impact Report reporting period proggdure will provide
aligns with the reporting period of suff|0|en_t avenues for
the SLM report. appropriate scrutiny should
this power be exercised.
Power to modify Welsh Regulations | This is a power to make Affirmative These will largely be technical
legislation governing | Ministers modifications to the legislation resolution / procedural in nature and will
the BPS — Section governing the basic payment procedure only be used where necessary
16(1) scheme. It is a wide power not to make changes to current
linked to a specific purpose. detailed scheme rules,
contained in retained EU Law.
Power to modify Welsh Regulations | This is a power to make amendment | Affirmative These will largely be technical
legislation relating to | Ministers to CAP (financing, management and | resolution / procedural in nature and will
the Common monitoring) to provide for any procedure only be used where necessary
Agriculture Policy — changes that may be required for to make changes to current
Section 17(1) support going forward. detailed scheme rules,
contained in retained EU Law.
Power to modify Welsh Regulations | This is a power to modify legislation | Affirmative This power is required to
legislation relating to | Ministers as it relates to support for apiculture. | resolution modify the apiculture scheme
support for apiculture procedure and adapt to changes in order

— Section 18(1)

to support beekeeping.
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Section Power Form Appropriateness of delegated Procedure Reason for procedure
conferred power
on

Power to modify Welsh Regulations | This will allow for modification to Affirmative These will largely be technical

legislation relating to | Ministers rural development legislation. It is resolution / procedural in nature and will

support for Rural intended that rural development will | procedure only be used where necessary

Development — continue at least in the short term to make changes to current

Section 19(1) and will be necessary during detailed scheme rules,
transition. contained in retained EU Law.

Power to modify Welsh Regulations | Power to make regulations to modify | Affirmative Any changes will largely be

retained direct EU Ministers retained EU legislation relating to Resolution technical / procedural in nature

legislation relating to public intervention and private procedure and will only be used where

public market storage aid (PIPSA), including being changes to the detail

intervention and able to make changes to the contained in retained EU Law

private storage aid — agricultural products that are eligible are necessary.

Section 23 for public market intervention or aid

subsection (1) for private storage.

Agri-food supply Welsh Regulations | To require a person in, or closely Affirmative Requiring a person to provide

chains: requirement Ministers connected with, an agri-food supply | Resolution information has the potential to

to provide information chain to provide information about Procedure be onerous on that individual

— Section 25
subsection (2)

matters connected with any of the
person’s activities connected with
the supply chain so far as the
activities take place in Wales.

and due consideration of a
range of factors is required
including the necessity of
collecting the information and
it's use. The affirmative
procedure is seen as
necessary.
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Section Power Form Appropriateness of delegated Procedure Reason for procedure
conferred power
on

Relevant activity: Welsh Regulations | To require a person who carries on | Affirmative Requiring a person to provide

requirement to Ministers a relevant activity (and who is nota | Resolution information has the potential to

provide information - person in, or closely connected with, | Procedure be onerous on that individual

Section 27 an agri-food supply chain) to provide and due consideration of a

subsection (2) information about matters connected range of factors is required

with the activity so far as the activity including the necessity of
takes place in Wales. collecting the information and

it's use. The affirmative
procedure is seen as
necessary

Enforcement of Welsh Regulations | To make provision for enforcement | Affirmative This power could result in a

information Ministers of a requirement to provide Resolution person being subject to a

requirements - information. Procedure financial penalty for failing to

Section 32 comply. The affirmative

subsection (1) procedure is seen as
appropriate to ensure scrutiny
in the use of this power.

Marketing Standards | Welsh Regulations | The power for the Welsh Ministers Affirmative Marketing standards

- Section 34 Ministers to make provision concerning Resolution provisions will enable Welsh

subsection (1) marketing standards, relating to Procedure Ministers to make changes to

agricultural products listed in
Schedule 1, to which they must
conform, and which can be enforced
if there is non-compliance.

standards for the listed
produce marketed in Wales to
keep in line with
modernisation, to best suit the
domestic sector and to align
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Section Power Form Appropriateness of delegated Procedure Reason for procedure
conferred power
on
with changes elsewhere in the
UK.
The affirmative procedure is
required as the enforcement
provisions allow for power of
entry.
Marketing Standards | Welsh Regulations | This power enables the Welsh Affirmative These regulations would
- Section 34 Ministers Ministers to make changes to Resolution amend primary legislation.
subsection (6) Schedule 1 that lists agricultural Procedure Therefore, the affirmative
products and Section 32 to account procedure is appropriate.
for future changes/development in
this area.
Carcass Welsh Regulations | This power enables the Welsh Affirmative The affirmative procedure is
Classification - Ministers Ministers to make provisions about | Resolution required as the enforcement
Section 35 carcass classification, identification | Procedure provisions allow for power of
subsection (1) and presentation by slaughterhouse entry.
in Wales. It will enable their
modification to best suit the sector. It
also allows the Welsh Ministers to
enforce these provisions.
Power to make Welsh Regulations | Regulations are appropriate to Negative Where regulations are not
consequential, Ministers ensure, that where amendments to | Resolution modifying primary legislation,
transitional etc. other legislation are found to be Procedure
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Section Power Form Appropriateness of delegated Procedure Reason for procedure
conferred power
on
provision — Section necessary, to give full effect to this negative procedure is
49(1) Act, further primary legislation is not considered appropriate
required.
Power to amend Welsh Regulations | Provides the Welsh Ministers the Super- These regulations could
sections 51 and 52 - | Ministers power to amend section 51 Affirmative amend primary legislation,
Section 53 (meaning of “agriculture” and related | Resolution and, specifically, two
references) and section 52 Procedure definitions that go to the heart
(meaning of “ancillary activity”) by of the Act.
regulations. This power ensures Therefore, the super-
that the definitions can be amended affirmative procedure is
to reflect any changes that may be considered appropriate
required in the future and to ensure
they remain fit for purpose.
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Part 2 — Regulatory Impact Assessment

Chapter 6 - Regulatory Impact Assessment (RIA) summary

Introduction

6.1 A Regulatory Impact Assessment has been completed for the Act and it
follows below.

6.2 There are no specific provisions in the Act which charge expenditure on the
Welsh Consolidated Fund.

6.3 The following table presents a summary of the costs and benefits for the Act
as a whole. The table has been designed to present the information required under
Standing Order 26.6 (viii) and (ix).

The Agriculture Act

Preferred option: Short description of the preferred option, include a ‘signpost’ to the
relevant pages of the RIA.

Future Support: Option 3 — Legislate to introduce support consistent with Sustainable
Land Management (SLM) (Preferred Option)

Intervention in Agricultural markets: Option 2 — Taking forward powers over
Intervention in Agricultural Markets in the Act

Agricultural Tenancies: Option 3 — Amend the Agricultural Holdings Act 1986 and
Agricultural Tenancies Act 1995

Marketing Standards: Option 2 — Taking forward Marketing Standards powers in the
Act

Carcass Classification: Option 2 — Taking forward Carcass Classification powers in
the Act

Forestry: Option 2 — Adding Environmental Conditions to felling licences and enabling
felling licences to be amended, suspended or revoked once granted.

Snares & Glue Traps: Option 3 — Ban the use of snares & glue traps in all
circumstances.

Appraisal period: 2022 -

Stage: Introduction

2050

Price base year: 2020

Total Cost

Total: £ 9,101,644,256
Present value:

£ 6,063,901,474

Total Benefits

Total: £ Not Quantified
Present value: £ Not
Quantified

Net Present Value (NPV):
£ -6,063,901,474
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Administrative costs

Costs:

Future Support: The administrative costs in Option 3 (legislate to establish a future
SLM Scheme) are estimated to be £31.2m higher than under Option 1 (support
ceases by end 2024) and £5.8m higher than under Option 2 (maintain status quo).
This is primarily due to there being no payments made to farmers under option 1,
which leads to negligible administration costs. Option 3 also has a transitional cost of
a new ICT system which can be split into £19.3m capital and £16.2m enabling. These
costs used in analysis are assumed and actual cost will be dependent on final
scheme design.

Intervention in Agricultural Markets: Calculating costs for this proposal is variable,
because of the nature of these proposed powers being one of crisis response. We
cannot know when a crisis will occur, and on what scale, so costs will vary depending
on circumstances. In a scheme to support the dairy sector, which was launched in
2020 and used similar powers to these, an equivalent of £1,182,000 was paid out to
farmers in 2022 prices. In these circumstances only a specific part of the dairy sector
was affected, so other crises may require a higher budget for payments if they affect
the entirety of a sector.

Agricultural Tenancies: The total cost to business are expected to be between
£172k (Best Case) and £334k (Worst Case) per annum from commencement and
implementation through secondary legislation. These costs are linked to arbitration,
for more detail see table 57.

Marketing Standards: There are no foreseeable financial costs because Welsh
Government does not currently have any plans to use the proposed powers over
marketing standards in the time period specified.

Carcass Classification: Policy development for proposals governing sheep carcass
classification remains ongoing and has not yet reached a stage where costs can be
accurately calculated.

Forestry: Private Sector costs associated with adding the environmental conditions
are
1. Providing supporting survey data and engaging professional ecological advice
£97k-£107k annually, rising to £138k-£152k by 2050
2. Providing NRW with returns from its environmental conditions are estimated
between £8k-£9k annually, rising to £15k-£16k by 2050.
Private Sector costs associated with voluntary amendment of felling licences are
estimated to be £31k annually. Additional NRW administrative and capital costs are
estimated to be £3k annually. There is also a one-off cost to develop and implement a
conditions framework of £345k, incurred by NRW in 2022-23.
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Snares: Costs to communicate the ban on the use of snares will fall to Welsh
Government. Direct mail, issuing Press Notices and the use of Welsh Government
social media accounts for the equivalent of approximately a week of an Executive
Officer’s time, would equate to £750. This cost is expected to be incurred in 2023-24.
Glue Traps: Costs to communicate the ban on the use of glue traps will fall to Welsh
Government. Direct mail, issuing Press Notices and the use of Welsh Government
social media accounts for the equivalent of approximately a week of an Executive
Officer’s time, would equate to £750. This cost is expected to be incurred in 2023-24.

Transitional: Recurrent: ) PV:
£36,763,500 £891 876,716 Total: £928,640,216 | 4, 755 395

Cost-savings:

Quantified administrative costs have been calculated compared to the baseline of
Option 1. Therefore, any cost savings are already incorporated in the figures above.

Transitional: £ N/A | Recurrent: £ N/A Total: £ N/A PV: £ N/A

Net administrative cost: £ 632,788,395
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Compliance costs

Future Support: We estimate there is likely to be an increase in public/stakeholder
awareness of the scheme and its associated requirements in general terms of
biodiversity/habitat management and the historic environment. This has the potential
to increase the number of EIA (Agriculture) Regulations referrals received by the
Welsh Government and increase the enforcement workload. We estimate that this
will lead to an annual increased cost of £43k in Option 3 compared to Options 1 and
2. Future scheme compliance costs are yet to be quantified.

Intervention in Agricultural Markets: Calculating costs for this proposal is variable
because of the nature of these proposed powers being one of crisis response. We
cannot know when a crisis will occur, and on what scale, so costs will vary. The
2020 scheme to support the dairy sector was conducted in-house, and involved one-
off payments, so there were no ongoing compliance costs.

Agricultural Tenancies: There will be time costs to each individual, however this
will vary on a case-by-case basis. The undisclosed nature of agreements,
negotiations and disputes that have arisen between agricultural tenants and
landowners to date make it impossible to identify the true cost. It is also impossible
to know the exact number of new disputes that will arise as a result of this provision
and quantification risks excessive misjudgement.

Marketing Standards: There are no foreseeable financial costs because Welsh
Government does not currently have any plans to use the proposed powers over
marketing standards in the time period specified.

Carcass Classification: Policy development for proposals governing sheep
carcass classification remains ongoing and has not yet reached a stage where costs
can be accurately calculated.

Forestry: Annual monitoring and enforcement costs associated with adding the
conditions are estimated to be £30k for NRW and between £3k-£6k for the private
sector. There are also costs due to the expected increase in appeals, £2k for NRW
and £10k for the Welsh Government. There are similar annual costs associated with
amendment, suspension or revoking of felling licences. NRW costs are £3k
(motoring and enforcement) and £8k (appeals). Welsh Government costs associated
with increased appeals are estimated to be £20k.

Snares: It is anticipated that the vast majority of snare users will switch to
alternative forms of pest control and the legislation will act as a deterrent resulting in
no additional work for the police. Anticipated impacts on the criminal justice system
have been considered by the Ministry of Justice and considered to be minimal or nil
impact on the justice system. Compliance costs are therefore anticipated to be £zero

Glue Traps: Compliance with the new legislation will be predicated, as most
legislation is, upon the majority of people adhering to the law. Anticipated impacts on
the criminal justice system have been considered by the Ministry of Justice and
considered to be minimal or nil impact on the justice system. Compliance costs are
therefore anticipated to be £ zero.

- ) Recurrent: . PV:
Transitional: £0 £ 3.347.040 Total: £ 3,347,040 £2.184.754
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Other costs

Future Support: We are not yet in a position to set out the anticipated annual
expenditure on payments to farmers under the future SLM scheme. For the
purposes of this analysis, we have assumed an annual budget of £278m is
maintained in real terms over the appraisal period. This is the same as in Option 2.
Option 1 assumes the £278m could be available for spending on other Welsh
Government priorities. It could be expected that this would accrue benefits, but this
is out of scope of this analysis. Option 3 also assumes annual increased costs of
£4.1k for Farming Connect and the Farm Liaison Service due to increased levels of
provision and staff respectively.

Intervention in Agricultural Markets: Calculating costs for this proposal is
unknown because of the nature of these proposed powers being one of crisis
response. We cannot know when a crisis will occur, and on what scale, so we
cannot plan expected costs.

Agricultural Tenancies: No other quantified costs have been identified.

Marketing Standards: There are no foreseeable financial costs because Welsh
Government does not currently have any plans to use the proposed powers over
marketing standards in the time period specified.

Carcass Classification: Policy development for proposals governing sheep
carcass classification remains ongoing and has not yet reached a stage where costs
can be accurately calculated.

Forestry: Adding environmental conditions to felling licences will result in more
consultation and liaison with NRW Environment Teams (both from the forestry sector
through pre-application advice and from NRW Forestry Permitting as part of NRW’s
internal consultation). There expected to be additional Habitat Regulations
Assessments. The annual cost to NRW of this is £22k. An additional annual cost of
£1k is expected for the same reasons on the amendment, suspension or revoking of
felling licences.

Snares: No other quantified costs have been identified.

Recurrent: Total: PV:

IERETEnEE 50 £8,169,657,000 £8,169,657,000 | £5,428,928,325
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Unquantified costs and disbenefits

Future Support: The cost of any future scheme has not been quantified; this is
dependent on the design of the future scheme. This will have consequential upfront
transitional, capital costs as well as ongoing revenue payments to farmers. The
working assumption is that costs will be within current budget levels. The economic
impact on the sector will also be assessed as part of the design of any future
scheme.

Intervention in Agricultural Markets: Calculating costs for this proposal is variable
because of the nature of these proposed powers being one of crisis response. We
cannot know when a crisis will occur, and on what scale, so any predictions of
unguantifiable costs at this stage would be too speculative to be robust.

Agricultural Tenancies: Making the amendment will increase the total number of
disputes that arise. For each new case there will be a cost to business that may be
borne either by the landlord, the tenant or both (depending on the nature of the
case). This cost has not been quantified.

Marketing Standards: There are no foreseeable financial costs because Welsh
Government does not currently have any plans to use the proposed powers over
marketing standards in the time period specified.

Carcass Classification: Policy development for proposals governing sheep carcass
classification is ongoing, and has not yet reached a stage where costs can be
accurately calculated.

Forestry: It has not been possible to quantify some of the private sector costs that
may arise as a result of the new powers. Costs are likely to arise in relation to site
specific conditions for highly sensitive or complex sites. However, owing to the highly
variable nature of felling licences, and the new conditions themselves, in terms of
frequency, scale, tree species, timber quality and site sensitivities, a monetary value
has not been possible to express as the cost is unknown. These factors also apply
to the unquantifiable costs for amendment, suspension and revocation of licences
already granted. A degree of unquantified costs are already part of the normal
pattern of forest management planning, allowing flexibility around felling operations
where necessity arises. Costs arising from compensation to the private sector
cannot be quantified due to unknown and highly variable factors such as frequency
of use of powers and likelihood of a successful appeal. Under the current Forestry
Act 1967 there have been no recorded compensation payments. Data will be
collected to inform the post-implementation review to better understand additional
costs.

Snares: It has not been possible to quantify the impact of banning snares on
businesses and individuals who use them. We expect a ban on snares will have
minimal financial impact in the long term.

Glue Traps: It has not been possible to quantify the impact of banning glue traps on
businesses and individuals who use them. We expect a glue trap ban will have
minimal financial impact in the long term.
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Benefits

Future Support: By introducing this legislative framework, Welsh Ministers will need
to consider economic, environmental and social factors when making decisions on
future support. No quantification of the levels of funding or impact on the industry has
yet been made. There are a number of clear, causal links between actions which
deliver both economic benefits to farmers (e.g. animal health and targeting the
application of nutrients) and the delivery of environmental and social outcomes.
Supporting farmers to produce food in a sustainable manner alongside supporting
farmers to take actions which respond to the climate and nature emergencies will
support both the agricultural sector and help the Welsh Government meet its statutory
commitments.

Direct economic, environmental and social benefits will be realised through actions
which enable the production of food and other goods in a sustainable manner; the
mitigation and adaptation to climate change; the maintenance and enhancement of
the resilience of ecosystems; the conservation and enhancement of the countryside
and cultural resources and promotion of public access to and engagement with them
and sustaining the Welsh language and promoting and facilitating its use.

Intervention in Agricultural Markets: Calculating benefits for this proposal is
variable because of the nature of these proposed powers being one of crisis
response. We cannot know when a crisis will occur, and on what scale, so we cannot
plan expected benefits. These are likely to be the financial support paid out to
farmers, plus any long-term benefit to the business and supply chains accrued from
those farms remaining solvent.

Agricultural Tenancies: This option is intended to facilitate access to financial
assistance schemes for those tenant farmers who may otherwise have found
themselves unfairly restricted. The benefits of participating in financial assistance
scheme are set out in the other Agriculture (Wales) Act impact assessments.

Marketing Standards: There are no foreseeable financial benefits because Welsh
Government does not currently have any plans to use the proposed powers over
marketing standards in the time period specified.

Carcass Classification: Policy development for proposals governing sheep carcass
classification remains ongoing and has not yet reached a stage where benefits can be
accurately calculated. Implementing carcass classification regulation within the sheep
sector will improve transparency and fairness within the supply chain, however the
benefits are currently unquantifiable.

Forestry: Biodiversity and environmental benefits are expected to increase as a
result of the provision to add environmental conditions, as the aim is to reduce
environmental harm and provide better protection for wildlife. These benefits are
challenging to quantify or express in monetary terms given the variable nature of
felling licences in terms of frequency, scale and individual site conditions. It is
proposed that relevant data will be collected to monitor the benefits as part of a post
implementation review of the legislation.

Snares: A small number of non-target animals that may get caught in snares are pet
animals, specifically cats and dogs. Owners of these animals often face substantial
veterinary costs and a lengthy period of rehabilitation for their pet. These costs are
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not collectable data and are therefore unknown at this stage, nevertheless the ban on
shares would represent a saving for individuals whose animals would escape injuries
in future. More generally, a ban on snares will lead to increased standards in animal
welfare the value of which has not been quantified.

Glue Traps: A ban on glue traps will lead to increased standards in animal welfare the
value of which has not been quantified.

Total: £Unquantified PV: £Unquantified
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Key evidence, assumptions and uncertainties

Future Support: Costings have been drawn from NRW and WG operational
teams. The SFS Evidence pack produced by ERAMMP laid a foundation of
evidence which assessed actions against the outcomes the Welsh Government is
seeking to deliver. This analysis drew upon the findings of over 800 peer-reviewed
evidence papers. The reports on his work can be found here: Resources |
ERAMMP. This work helped to identify a robust evidence-based logic for actions
which deliver SLM outcomes. The design of any future support is the key
uncertainty, and the level of outcome delivery will be dependent on this.

Intervention in Agricultural Markets: The powers being proposed here are
effectively the continuation of existing powers which have been developed first in
EU legislation and then the Agriculture Act 2020. As such, the Welsh Government
has not considered broader policy options at this stage, as there has been no
indication of either stakeholders or policymakers wanting other options for
legislative powers over exceptional market conditions to be considered.

Agricultural Tenancies: Administrative data relating to tenants of Agricultural
Holdings Act leases and Farm Business Tenancies was provided by Rural
Payments Wales (RPW). Estimates relating to the cost of arbitration were
provided by industry experts.

Marketing Standards: The powers being proposed here are effectively the
continuation of existing powers which have been developed first in EU legislation
and then the Agriculture Act 2020. As such, the Welsh Government has not
considered broader policy options at this stage, as there has been no indication of
either stakeholders or policymakers wanting other options for legislative powers in
respect of Marketing Standards for agricultural and food products to be
considered.

Carcass Classification: The powers being proposed here are effectively the
continuation of existing powers which have been developed first in EU legislation
and then the Agriculture Act 2020. As such, the Welsh Government has not
considered broader policy options at this stage, as there has been no indication of
either stakeholders or policymakers wanting other options for legislative powers in
respect of carcass classification to be considered.

Forestry: The analysis has been informed and scrutinised by the Stakeholder
Group, which comprises the following organisations: Institute of Chartered
Foresters, Confor, RSPB, Red Squirrels Trust Wales, Wales Wildlife Trust, Bat
Conservation Trust, Woodland Trust, FUW, Wales Local Government Association,
CLA (Country Land and Business Association), NRW and Welsh Government.
Other organisations were invited but were unable to engage. The information
needed to complete the CBA has been gathered from many sources, in particular
from the Stakeholder Group but also from NRW staff. Information has also come
from ERAMMP and from Forest Research. Information on NRW staff costs and
average salaries has come from NRW Finance.

Snares and Glue Traps: Informed by consultation with the public, businesses,
third sector and public sector. In addition, discussions with Natural Resources
Wales specialists and others who carry out fox control.
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Policy Intent of the Agriculture Act

6.4 The provisions of the Agriculture Act are set out below, for further detail

please see part 1 of the explanatory memorandum.

Part 1 — Sustainable Land Management

6.5 Establishes four SLM objectives. Those objectives are:

a) to produce food and other goods in a sustainable manner;

b) to mitigate and adapt to climate change;

c) to maintain and enhance the resilience of ecosystems and the benefits they
provide, and

d) to conserve and enhance the countryside and cultural resources, and
promote public access to and engagement with them, and to sustain the Welsh

language and promote and facilitate its use.

6.6 In each case, contributing to achieving an objective is (a) to meet the needs of
the present without compromising the ability of future generations to meet their own
needs, and (b) to contribute to achieving the well-being goals in section 4 of the
Well-being of Future Generations (Wales) Act 2015 (WFG).

6.7 Places a duty on the Welsh Ministers to exercise certain functions in the way
they consider best contributes to achieving the SLM objectives, so far as consistent
with the proper exercise of the function.

6.8 Provides for monitoring and reporting of progress towards achieving the
objectives, including the setting of indicators and targets, to assess implementation,
to provide an important evidence base, and to facilitate scrutiny and accountability.

Part 2 — Support for Agriculture Etc

Chapter 1 — Welsh Ministers’ power to provide support

6.9 Provides Welsh Ministers with the power to provide support, such as the
creation of a scheme (or schemes) (or other forms of support) to contribute to the

achievement of the SLM objectives. The principal proposed delivery mechanism is

the Sustainable Farming Scheme.
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6.10 Support may be provided for or in connection with agriculture and ancillary
activities in Wales. Section 8 sets out a number of purposes (e.g. encouraging the
production of food in an environmentally sustainable manner, reducing emissions of
greenhouse gases (GHG)) that support may, in particular, be provided for or in
connection with.

6.11 Provides Welsh Ministers with the power to make regulations in respect of the
checking, enforcing and monitoring of any support provided under the power of
support, ensuring that all agricultural support financed by the Welsh Ministers is
administered correctly.

6.12 Sets out how all support schemes and any support provided under the
conditions of the power to provide support will be reported against. There will be two
levels of mandatory reporting requirements, an Annual Report and an Impact
Report.

6.13 Each Impact Report must be prepared every five years®® to assess the impact
and effectiveness of all support (be that via a scheme or otherwise) provided during
the reporting period under the powers of support. The assessment will be against
the purposes for which support was provided, the SLM objectives and any other
matters the Welsh Ministers consider relevant. Welsh Ministers will be able to

amend the reporting period if required.

Chapter 2 - Powers to modify legislation relating to financial

and other support

6.14 Provides the Welsh Ministers with the power to modify legislation governing
the Basic Payments Scheme (BPS) in Wales. This includes, amongst other things,
the ability to meet the policy intent to provide for a managed transition period as
payments under the BPS end and the proposed Sustainable Farming Scheme
(SFS) is introduced.

6.15 Replaces the time limited powers in the Agriculture Act 2020 for Welsh
Ministers to modify legislation relating to the financing, management, and monitoring
of the common agricultural policy (CAP).

6.16 Provides powers to modify legislation relating to support for rural development
(RD). This should allow for existing RD payment schemes, entered into prior to

European Union (EU) Exit which extend beyond Exit day, to be honoured.

66 Welsh Ministers have the power to amend this reporting period.
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6.17 Replaces the time limited powers in the Agriculture Act 2020 for Welsh

Ministers to modify retained legislation relating to support for apiculture.

Chapter 3 - Intervention in agricultural markets

6.18 Provides powers for Welsh Ministers to:

a) Make a declaration of exceptional market conditions in agricultural markets.
b) Provide financial assistance to producers following a declaration of
exceptional market conditions.

c) Modify retained EU legislation relating to Public Intervention and Private
Storage Aid.

Chapter 4 - Agricultural tenancies

6.19 Amends the definition of “relevant financial assistance” in section 19A (7) of
the Agricultural Holdings Act 1986. The reference to section 8 of the Act provides
tenants with a route to dispute resolution in circumstances where their landlord may
be unreasonably withholding to a matter which requires consent under the tenancy,
or to a request to vary a restrictive clause in the tenancy agreement, where the
request is made to enable the tenant to request or apply for that restrictive clause
prevents them from applying for and accessing financial support assistance
provided under the power to provide support power in the Act. The definition is also
amended in respect of third-party schemes, the basic payment scheme, the
common agricultural policy, support for apiculture and support for RD.

6.20 Inserts a new Section 8A into the Agricultural Tenancies Act 1995 to provide

FBT tenants with similar access to arbitration as AHA tenants.

Part 3 - Matters relating to agriculture and agricultural
products

Chapter 1 — Collection and sharing of data

6.21 Provides powers to enable data to be collected from the agricultural sector
across two distinct yet complementary categories, firstly from persons within or
closely connected to an ‘agri-food supply chain’; and secondly from those persons
who undertake ‘relevant activities’ which in this context means persons undertaking

agricultural activities, or ancillary activities.
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Chapter 2 — Marketing standards: Agricultural products

6.22 Replaces the time limited powers in the Agriculture Act 2020 for Welsh
Ministers to make provision about the standards with which a specified list of
agricultural products, which may be amended by the Welsh Ministers, must conform

when marketed in Wales. The list of products is set out in Schedule 1 to the Act.

Chapter 3 — Classification etc. of certain carcasses

6.23 Replaces the time limited powers in the Agriculture Act 2020 for Welsh
Ministers to make provision for bovine, pig and sheep carcass identification,
classification and presentation in Welsh slaughterhouses.

Part 4 — Forestry

6.24 To introduce amendments to the Forestry Act (1967 to add environmental
conditions focussed on environmental protection and conservation to felling licences
and introduce new powers for Natural Resources Wales to amend, suspend or
revoke felling licences once granted.

Part 5 — Wildlife

6.25 Prohibits two specific methods of pest control, namely the use of snares for
capturing wild animals, and the use of glue traps for capturing (non-human)

vertebrates.

Part 6: General

6.26 Defines what is meant by ‘agriculture’ and ‘ancillary activities’ for the purposes
of the Act, seeking to reflect the broad range of faming activities undertaken in
Wales, capturing activities that are commonly considered to be traditional farming
activities as well as more modern farming activities (e.g. controlled environment
agriculture).

6.27 Provides detail on the various powers to make regulations and states when

each provision under the Act will come into force.
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SCHEDULE 1 - AGRICULTURAL PRODUCTS RELEVANT TO
MARKETING STANDARDS PROVISIONS

SCHEDULE 2 - MINOR AND CONSEQUENTIAL AMENDMENTS
ETC. RELATING TO PARTS 1 TO 3

SCHEDULE 3 - CONSEQUENTIAL AMENDMENTS ETC. TO
THE COMMON MARKET ORGANISATION (CMO) REGULATION
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Chapter 7 - Options and Costs and Benefits

Future Support

Introduction

Policy Intent of the Powers of Support

7.1 In Sustainable Farming and Our Land (2019) and the Agriculture (Wales)
White Paper (2020), the Welsh Government set out how the principles of
Sustainable Land Management (SLM) will provide the long-term framework for
future agricultural policy and support. This holistic approach will ensure the
economic, environmental, and social outcomes from land management practice
can be delivered for the long-term benefit of the nation. The Agriculture Act will
ensure Welsh Ministers have the powers necessary to continue supporting
farmers in Wales for adopting practices that contribute to SLM.

7.2 The Act sets out four SLM obijectives:

a) to produce food and other goods in a sustainable manner;

b) to mitigate and adapt to climate change;

c) to maintain and enhance the resilience of ecosystems and the benefits they
provide; and

d) to conserve and enhance the countryside and cultural resources and promote
public access to and engagement with them, and to sustain the Welsh language
and promote and facilitate its use.

7.3 The Actincludes powers of support which enable Welsh Ministers to provide
support (financial or otherwise) for or in connection with agriculture and ancillary
activities in Wales in a way which will contribute to the delivery of these
objectives. This supports the Welsh Government’s ambition for Welsh farmers to
be world leaders in sustainable farming, producing food in harmony with the
environment.

7.4  The provisions provide the delivery mechanism for Welsh Ministers to provide
support through a scheme or otherwise to achieve the SLM objectives. Welsh
Ministers must exercise this function in the way they consider best contributes to

achieving the SLM objectives. The purposes set out in the power of support
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provide examples of how schemes can support and contribute towards achieving
the SLM objectives.

7.5 The main delivery mechanism for SLM will be the proposed SFS which will
support farmers to produce food sustainably whilst simultaneously helping them
to take action to lower their carbon footprint and deliver for nature.

7.6 An outline of the Scheme proposals and next steps was published on 6 July

2022 and can be found here:

https://gov.wales/sustainable-farming-scheme-outline-proposals-2025

Payment Rates

7.7 Payments will incentivise and reward the farmer for the actions they
undertake to deliver positive social, environmental, and economic outcomes. This
will help reward those farmers who are actively farming the land in a sustainable
way and highlight the positive contributions they have made.

7.8 The Welsh Government continues to develop the evidence base to enable a
decision to be made on the level of payment for different actions within any future

support scheme. Areas being considered include:

a) Cost of the actions to farm businesses by land type, farm characteristic and
location;

b) Value for money;

c) Consideration of revenue and capital costs to inform payment structure;

d) Consideration of cultural and social influences for delivery of actions which
influence uptake;

e) Capping payments to ensure funding is distributed in a fair way;

f) Social value of outcomes.

7.9 The Welsh Government is undertaking extensive modelling through its
Environment and Rural Affairs Monitoring and Modelling Programme (ERAMMP)
to understand the environmental and economic impacts at farm level and to help

inform payment rates.

7.10 Further information can be found here:

ERAMMP Integrated Modelling Platform (IMP) | ERAMMP
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Economic and Environmental Analysis

7.11 The Agriculture Act does not define delivery mechanism for future support.
The proposed SFS is still being designed (currently in co-design with
stakeholders) and therefore a quotative assessment of the costs and benefits is
not possible at this stage. The Welsh Government has committed to undertaking
an economic analysis of the proposed SFS. This analysis will consider different
options for scheme delivery in terms of value for money and the upstream and
downstream economic impacts of final proposals.

7.12 Through the IMP we will also be quantifying the expected environmental
impact of the scheme and its contribution to a range of Welsh Government

targets.

Further Consultation

7.13 In 2023, the Welsh Government will consult on the final proposals to introduce
the SFS. The Consultation will also contain detailed plans for a transition period
including the approach to stability payments and how they will be reduced over
the course of a transition period.

Final Scheme

7.14 Following consultation in 2023, the scheme proposals will be reviewed and
the Economic Analysis updated. This is the point where Welsh Ministers will be
able to make a final decision on the structure, actions and payments rates within
the proposed SFS.

Options
7.15 Three options have been presented as part of this Cost Benefit Analysis
(CBA):

a) Option 1: Do not introduce legislation to provide future support — withdrawal
of support

b) Option 2: Legislate to maintain the status quo (Basic Payment Scheme and
other land-based schemes)
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c) Option 3: Legislate to introduce support consistent with Sustainable Land

Management (Preferred Option)

7.16 The options have been assessed against their contribution to the SLM
objectives.
7.17 The Act does not set budgets or parameters on how a scheme should be

designed. Assumptions are included and explained under each option.

Summary and Conclusion

7.18 A detailed assessment of the costs and benefits of each of the three options

considered as part of this analysis follows. The analysis of evidence suggests:

a) Option 1 (withdrawal of support) is likely to present a significant challenge to
the economic viability of many farm businesses in Wales with consequential
negative social impacts on farming and farming communities. Option 1 is also
highly unlikely to realise environmental outcomes, including the targets and
carbon budgets which form part of Wales’ statutory framework and Senedd
Cymru’s Net Zero target for 2050. This option is not recommended.

b) Option 2 (maintain status quo) will not address the current vulnerability of
many farms in Wales. Changes in markets conditions have the potential to
exacerbate this further leading to farms leaving the industry or under pressure to
intensify farming systems to maximise profits. To meet the targets and carbon
budgets which form part of Wales’ statutory framework, emissions in all sectors
(including agriculture and land use) must fall at a faster rate than has occurred in
the last 30 years. Maintaining the status quo is highly unlikely to realise these
statutory targets. This option is not recommended.

c) Option 3 (future SLM Scheme) would require Welsh Ministers to consider
the way future agricultural support schemes best contribute to achieving the
Sustainable Land Management objectives. By introducing this legislative
framework, Welsh Ministers will need to consider economic, environmental and
social factors when making decisions on future support. Whilst no quantification
of the levels of funding or impact on the industry has yet been made, for the
purposes of this analysis, the assumption is that an annual budget of £278m is
maintained in real terms over the appraisal period.

There are also a number of clear, causal links between actions which deliver both

economic benefits to farmers (e.g. animal health and targeting the application of
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nutrients) and the delivery of environmental outcomes. Supporting farmers to

produce food in a sustainable manner alongside supporting farmers to take

actions which respond to the climate and nature emergencies will support both

the agricultural sector and help the Welsh Government meet its statutory

commitments. This is the preferred option.

Estimated Annual Costs for each Option from 2024

Cost (£K) Option 1 Option 2 Option 3

Welsh Government 11,229 311,508 321,082
Administration - 22,278 27,7008/
Cross Compliance

& EIA 1,344 1,344 1,382
Advice (FC & FLS) 8,385 8,385 12,500
Payments to

farmers - 278,000 278,000
ERAMMP 1,500 1,500 1,500
Natural Resources

Wales 171 2,716 2,775
Administration 27 2,572 2,627
Cross Compliance

& EIA 43 143 148
Agriculture Sector - 588 882
Total 11,400 314,811 324,739
Costs Additional to

Baseline - 303,411 313,339

7.19 The estimated costs in Options 2 and 3 are forecast to be substantially higher

than under Option 1 (support ceases by end 2024). This is primarily due to there

being no payments made to farmers under this option along with a consequential

reduction in administration costs.

7.20 The estimated costs in Option 3 (legislate to establish a future SLM Scheme)

are higher than under Option 2 (maintain status quo) largely due to an estimated

increase in administration and advice costs. An increased cost to the agriculture

sector is also estimated under Option 3. This is largely due to the need for

additional information to be provided to deliver a future scheme which meets the

67 In order to achieve this annual cost estimate, a one-off IT upgrade cost of £35.4m is also

necessary. Without this upgrade the annual cost is estimated to rise to £35.2m. A breakdown of the IT
costs and when they occur is shown in table 44.
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strategic objectives of SLM. It should be noted that, while the costs presented
here are the best estimates available at the current stage, they are likely to be
highly variable as they will depend on the detailed design of any future scheme.
As previously noted, the Welsh Government has committed to undertaking an
economic analysis of the proposed SFS.
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Benefits Assessment

SLM Objective - to produce food and other goods in a sustainable manner

Option 1: Do not introduce legislation to provide future support — withdrawal of

support

7.21 This option shows a substantial decrease of 30% of aggregate Farm Business
Income (FBI) over the longer term. Specialist sheep farms are particularly
affected with an 83% reduction in aggregate FBI.

7.22 There is large variation in performance, both in business revenue and
management of business costs across farms of the same economic size. Under
this option, it is likely this variability in performance would continue although
farms making a loss, or marginal profit, could be expected to be particularly
vulnerable to changes in market conditions which could increase the number of
loss-making farms.

7.23 The withdrawal of support also reduces the ability of farm businesses to
respond to changes in market conditions by moving to more profitable enterprises
in the longer term. Farms are more likely to adapt their current systems rather
than transition to new enterprises, in this case, sheep farms may transition to
mixed grazing or specialist beef farms. This results in 12% of modelled farms
being at risk of leaving full time agriculture and 32% of the population being under
financial pressure.

7.24 Responses of individual farm types are difficult to estimate due to the range of
factors affecting on farm decision making. However, there would be considerable
pressure to adapt to the withdrawal of support which could result in
intensification, extensification or land going out of agricultural use. There is a risk
in many areas that food production would cease entirely whilst in others the
intensification would impact the sustainability of food production over the longer

term.
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Option 2: Legislate to maintain status quo (BPS and land-based schemes)

7.25 This option shows an increase of 17% in aggregate FBI over the longer term
despite a reduction of 7% in the number of full-time farms.

7.26 In this option, farms have a greater ability to respond to changes in farm-gate
prices than in Option 1. This is reflected in a larger proportion of the modelled
farm population transitioning to more profitable enterprises, in this case dairy.

7.27 Around 33% of the population of farms included in the Farm Business Survey
(FBS) are already making a loss (so the farming families associated with these
farm businesses may be reliant on other sources of income from other members
of the household). The modelling demonstrates that farm businesses are
vulnerable to small changes in farm-gate prices particularly those making already
loss.

7.28 As with Option 1, this is likely to push farmers to maximise profit through
intensification or extensification. This could impact on membership of agri-
environmental schemes.

7.29 Farms are less vulnerable to small farm-gate prices changes than in Option 1
and have increased ability to respond to changes over the longer term. However,
there could be large regional impacts where farms are not able to make the

transition e.g. due topography, soil type or ability to finance a change.

Option 3: Legislate to enable support consistent with Sustainable Land Management

7.30 In this option, future support schemes would have to consider the SLM
objective to produce food and other goods in a sustainable manner. There would
be a legislative requirement to monitor and report progress against targets which
would enable future support to be reviewed to ensure it is meeting the objective.

7.31 By introducing a legislative framework for future support, Welsh Ministers will
need to consider economic, environmental and social factors when making
decisions on future support. Whilst no quantification of the levels of funding or
impact on the industry has yet been made, for the purposes of this analysis, the
assumption is that an annual budget of £278m is maintained in real terms over
the appraisal period. This is not a prediction or guarantee of future funding levels,
it will depend on future funding settlements from His Majesty’s (HM) Treasury and

the Welsh Government budget process.
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7.32 The evidence presented in the analysis shows a number of clear links
between actions which deliver economic benefits to farmers (e.g. animal health

and targeting the application of nutrients) and the delivery of environmental
outcomes.

SLM Objective - to mitigate and adapt to climate change

Option 1: Do not introduce legislation to provide future support — withdrawal of
support

7.33 In this option, there would be no financial support for farm businesses to
contribute to the delivery of the Net Zero target by 2050.

7.34 The withdrawal of support would impact on the farm financial situation which
is likely to reduce the ability of farms to make capital investments or to introduce
changes to farming practice which would increase carbon sinks and reduce
emissions.

7.35 The withdrawal of support may push farm businesses to utilise as much of
their agricultural area as possible to maximise income. This would reduce the
likelihood of farmers sharing land for actions (such as tree planting) to mitigate
the effects of climate change. Conversely where land leaves agriculture, this may
be planted with trees. This is likely to impact on the ability of the Welsh
Government to meet its commitment to plant 180,000 hectares (Ha) of new
woodland by 2050.

7.36 Whilst the Welsh Government could provide advice and guidance to farm
businesses via Farming Connect on climate change mitigation measures, this

option is likely to reduce the ability of the industry to adapt to the effects of
climate change over the longer term.

Option 2: Legislate to maintain status quo (BPS and land-based schemes)

7.37 In this option, most of the financial support would not be directed at the
delivery of environmental outcomes. According to the UK Committee on Climate
Change (UKCCCQC), to meet Net Zero in Wales, emissions must fall in all sectors

(including agriculture and land use) at a faster rate than has occurred in the last
30 years.
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7.38 As highlighted previously, farm businesses are vulnerable to market changes
but the continuation of support may allow some farmers to adapt to the effects of
climate change.

7.39 Currently woodland creation rates are significantly lower than what is needed
to meet the targets committed to by the Welsh Government. There is a potential
for the private sector to intervene in this area but the extent to which this would
meet Net Zero is unclear and may lead to detrimental impacts on rural
communities without facilitation by Government.

7.40 Glastir currently provides support for a range of climate change and mitigation
action, but it is unlikely that this level of support will meet the increasing

challenges presented by climate change.

Option 3: Legislate to enable support consistent with Sustainable Land Management

7.41 In this option, future support schemes would have to consider the SLM
objective to mitigate and adapt to climate change. There would be a legislative
requirement to monitor and report progress against targets which would enable
future support to be reviewed to ensure it is meeting the objective.

7.42 The Act includes purposes of support which are designed to deliver against
the reduction in GHG emissions and increase carbon storage.

7.43 Direct support would be available for a range of actions including tree planting
and resource efficiency.

7.44 The legislative framework set out by the SLM objectives, the SLM duty and
purposes of support will ensure measures to adapt and mitigate climate change
are considered in the design of future schemes. This will both support the
agricultural sector and help the Welsh Government meet its commitment to Net

Zero.
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SLM Objective - to maintain and enhance the resilience of

ecosystems and the benefits they provide

Option 1: Do not introduce legislation to provide future support — withdrawal of
support. In this option, there would be no financial support for farm businesses to
contribute to the delivery of Welsh Government commitments to reverse the decline

in biodiversity.

7.45 The withdrawal of support would impact on the farm financial situation which
is likely to reduce the likelihood of farms introducing changes in farming practices
to benefit nature.

7.46 If the Welsh Government ceases support for farm businesses, then action to
reverse the decline in biodiversity would not be funded on most of the land in
Wales.

7.47 The withdrawal of support may push farm businesses to utilise as much of
their agricultural area as possible to maximise income. This would reduce the
likelihood of farmers sharing land for the benefit of nature.

7.48 If land goes out of agricultural use then this could bring benefits to
ecosystems but this would be dependent on future use.

7.49 Whilst the Welsh Government could provide advice and guidance to farm
businesses via Farming Connect on actions to maintain and enhance the
resilience of ecosystems, this option is likely to reduce the ability of the industry

to take such action.

Option 2: Legislate to maintain status quo (BPS and land-based schemes)

7.50 In this option, Glastir and SMS would continue to fund actions which
contribute to the delivery of Welsh Government commitments to reverse the
decline in biodiversity.

7.51 Many farm businesses are currently taking steps to address biodiversity
decline but future trading conditions may threaten this progress should farm
viability come under increased pressure.

7.52 The continuation of support (particularly BPS) may allow some farms to
respond to changes in market conditions by increasing ability to finance a
transition to a more profitable system. Where these changes involve
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intensification of land use this could reduce the likelihood of addressing the

decline in biodiversity.

Option 3: Legislate to enable support consistent with Sustainable Land Management

7.53 In this option, future support schemes would have to consider the SLM
objective to maintain and enhance the resilience of ecosystems. There would be
a legislative requirement to monitor and report progress against targets which
would enable future support to be reviewed to ensure it is meeting the objective.

7.54 The Act includes purposes of support which are designed to deliver against
the maintenance and enhancement the resilience of ecosystems. Direct support
would be available for a range of actions including habitat maintenance and
creation.

7.55 The legislative framework set out by the SLM objectives, the SLM duty and
purposes of support will ensure measures to maintain and enhance the resilience
of ecosystems are considered in the design of future schemes. This will both

support the agricultural sector and help the Welsh Government meet its

commitment to nature recovery.
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SLM Objective - to conserve and enhance the countryside
and cultural resources and promote public access to and
engagement with them, and to sustain the Welsh language

and promote and facilitate its use.

Option 1: Do not introduce legislation to provide future support — withdrawal of
support

7.56 The withdrawal of farm support would have substantial impact on Farm
Business Income under this option. Removal of funding which forms a significant
component of many farm business incomes in Wales is likely to have a marked
impact on rural communities.

7.57 Over the longer term, as the industry moves to adapt to the change, there is
potential for considerable alteration in the structure of the industry with varying
regional impacts on cultural resources due to land use change.

7.58 Under this policy option, existing legal protections for historic features and
public access would remain, but there would be no funding on agricultural land to
enhance or promote engagement.

7.59 Changes to the structure of the agricultural sector have the potential to alter
the contribution the sector makes to the resilience of the Welsh language. The
withdrawal of support could lead to an increase in the number of farmers making
a loss and at risk of leaving both the industry and their rural communities which

would have a subsequent effect on the Welsh language.

Option 2: Legislate to maintain status quo (BPS and land-based schemes)

7.60 Existing interventions to conserve and enhance the countryside and historic
environment, and access to it, through Glastir would continue under this policy
option.

7.61 Maintenance of status quo would offer the sector some resilience against
future market changes over the longer term. However, due to variability to farm
performance and the limited ability of some farms to transition to more profitable
enterprises, there could be geographical variation in the impact on rural

communities, and therefore the Welsh language.
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Option 3: Legislate to enable support consistent with Sustainable Land Management

7.62 Under this policy option all future support for agriculture would have to
consider this objective.

7.63 Future support for agriculture will need to demonstrate the ability to meet this
objective alongside sustainable production of food and the delivery of
environmental commitments such as Net Zero. This will help enable a just
transition to a low carbon economy, ensuring impacts and opportunities are fairly

distributed across Wales.
Next Steps

7.64 Projects which will be delivered before the decision on a final scheme is made

are listed below:

Timeline for Scheme Development

‘ Publish Outline Scheme Publish Draft Final Scheme ’ Publish Final Scheme ‘
Publish Economic analysis
Outline Scheme > Co-design 2
h 4 h 4
IMP modelling — Actions | * Revised IMP modelling —Actions | * o1 Draft Scheme »  Final Scheme Consultation

A [ L)
y Vv v Economic Analysis of
Final Draft Scheme

#  Formal Consultation Engagement

» Payment rates >

Costings development - ADAS

Decision on Final Scheme
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Options

Option 1: Do not introduce legislation to provide future

support — withdrawal of support

Introduction

7.65 In this policy option, we assume all payments to farm businesses
(including those under the Basic Payment Scheme (BPS), and the land-
based Rural Development Programme funded schemes, Glastir and the
Sustainable Management Scheme) are withdrawn and not replaced. There
IS no transition period. The current schemes continue until the time limited
powers, which Welsh Ministers took in the UK Agriculture Act (2020) to
enable continuity of existing agricultural support, cease on 31 December
2024.

7.66 We assume advice in the form of Farming Connect and the Farm
Liaison Service is maintained.

7.67 We assume the regulatory regime provided by Cross Compliance and
by the Environmental Impact Assessment (Agriculture) (Wales)
Regulations 2017 is maintained® This ensures the focus of the
assessment is on the estimated changes which might arise due to the
change in agricultural support and not because of changes in the

regulatory regime.

Impact on Costs

7.68 All costs presented below are annual figures and assumed to be
maintained in real terms throughout the appraisal period, unless otherwise
stated. Where existing costs have been used, further detail can be found

in Option 2.

68 These regulations have now been updated - The Environmental Impact Assessment
(Agriculture) (Wales) (Amendment) Regulations 2020 (legislation.gov.uk) but the costs in this
assessment relate to the 2017 regulations.

141


https://www.legislation.gov.uk/wsi/2020/1448/made
https://www.legislation.gov.uk/wsi/2020/1448/made

Welsh Government - Total Cost £11,229,104

Administrative costs - £0

7.69 Under this scenario, there are no administrative costs associated with
the BPS; or with RDP land-based programmes; and accordingly no cost of

delivering corporate functions®® associated with these programmes.
Compliance costs - £1,344,104

7.70 We forecast some compliance costs remain because the expiry of the
time limited powers to enable continuity of existing agricultural support
would not significantly alter the regulatory baseline associated with the EIA
regulations and Cross Compliance.

7.71 As EIA (Agriculture) Regulations would continue to apply, we assume
the same rate of inspection. This represents a cost of £188,461.

7.72 We assume Cross Compliance inspections would continue to apply,

representing a cost of £1,155,643.
Other costs - £9,885,000

7.73 We assume the ERAMMP programme would still proceed, as the
programme would be needed to generate evidence of the environmental
impacts of the policy option, to inform, for example, the statutory SoNaRR
report from NRW, which provides an assessment on the extent to which
Wales'’s natural resources are being sustainably managed. ERAMMP
would incur a cost of £1.5m.

7.74 Although there is no direct agricultural support provided to farmers
under this option, we assume Farming Connect is maintained at a cost of
£8.0m.

7.75 We assume the Farm Liaison Service (FLS) continues at a cost of

£385k.

69 For example, accountancy/corporate governance/appeals/compliance & accreditation
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Natural Resources Wales - Total Cost £170,882

Administrative & Advice costs - £27,443

7.76 As the Glastir and SMS programmes would cease, the cost of these
programmes would be zero.

7.77 NRW issues flood risk activity permits (FRAPS)’°to farmers who wish
to work on or near a main river, flood or sea defence structure or flood

plain. We assume this continues at a cost of £27,443.

Compliance costs - £143,439

7.78 We forecast some compliance costs remain because the expiry of the
time limited powers to enable continuity of existing agricultural support
would not significantly alter the regulatory baseline associated with the EIA
regulations and Cross Compliance.

7.79 As EIA (Agriculture) Regulations would continue to apply, and we
assume the same rate of inspection. This represents a cost of £23,755"1

7.80 We assume Cross Compliance inspections would continue to apply
representing a cost of £119,684.

Agriculture Sector — Total Cost £0

7.81 This option assumes all payments to farm businesses (including those
under the Basic Payment Scheme (BPS), and the land-based Rural
Development Programme funded schemes, Glastir and the Sustainable
Management Scheme) are withdrawn and not replaced. The cost to the

agricultural sector in Wales of applying for funding would be zero.

Total Cost - £11,399,986

70 Natural Resources Wales / Environmental permits for flood risk activities

"t These cost estimates do not include common land screening consultations, now included
under the amendment EIA Regulations (2020). These are complex cases and will require
input from across NRW. At present these costs are unknown.
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Impact on Benefits

Integrated Modelling Platform

7.82 Assessment of benefits in this section incorporates analysis using the
Environment and Rural Affairs Monitoring & Modelling Programme
(ERAMMP) Integrated Modelling Platform?? (IMP).

7.83 Option 1 (support ceases end 2024) and Option 2 (maintain status quo)
present the results of modelling using the IMP.

7.84 The IMP is a tool for rapid exploration of the effects of policy and
management interventions on farm viability, land use and environmental
outcomes in Wales. It takes an integrated approach, recognising that
interventions have multiple impacts and policy effects in one sector have
indirect effects in other sectors. It comprises a chain of specialised, state-
of-the-art models covering agriculture, forestry, land use allocation
decisions, water, air, soils, biodiversity, ecosystem services and valuation.

7.85 The IMP is applied to ‘full-time farms’ (> 1 Full Time Equivalent (FTE)
labour). Changes in land use are driven by on-farm economics and land
suitability. They do not take into account skills, or cultural and behaviour
responses. Full assumptions that underpin the modelling are included in
ERAMMP Report 607

7.86 The IMP has been used to explore changes in agricultural land use that
might result from changes in market conditions arising from a trade deal
with the EU (Scenario T2) and from the withdrawal of BPS.

7.87 The modelling estimates impacts for 7,726 full-time farms in

Wales. This model population accounts for:

a) 31% of the c. 24,500 farms in the June agricultural survey, these farms
generate 88% of the standard output and account for 83% of the labour
requirement of Welsh agriculture;

b) 86% of all cattle (and 99% of all dairy cattle) in Wales;

c) 90% of all sheep in Wales;

72 https://erammp.wales/en/42
73 ERAMMP Report-60 IMP Land Use Scenarios Final Report_en.pdf
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d) 74% of all June agricultural survey land in Wales, and within that, 84%

of rough grazing, 70% of permanent pasture, 84% of crop land, and 66%

of woods on farms’4.

Table 1: Farm Business Income classes within IMP

As baseline | Potential FBI Classification Interpretation
farm type as alternative
farm types
<£6000 p.a. <£6000 p.a. Farm under Likely to leave full-time
pressure agriculture
<£6000 p.a. | >£6000 p.a. Farm under Likely to change farm type
pressure through sale to another
enterprise
£6K-£13K Any amount Farms staying Able to continue but unlikely
the same to be able to change farm
type
>£13000 <£13K +FBI Farms staying Insufficient economic
uplift+finance the same incentive to change farm
type
>£13000 >=£13K +FBI Farms changes | Likely to be sufficient
uplift+finance type economic incentive to
change farm type
7.88 IMP outputs used here are based on the results of removing BPS

payments from each modelled full-time farm in two scenarios:

a) the shorter-term effect of removal combined with introduction of

estimated EU Trade Deal prices;

74 This figure excludes most commercial forestry
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b) the longer-term effect of removal combined with the introduction of

estimated EU Trade Deal prices.

7.89 Itis assumed the removal of support is an immediate change (i.e. there
IS no transition period) and so does not consider any potential phase-out of

payments.
Estimated EU Trade Deal prices are the same as used in CBA Policy Option 2

(T2 model scenario). Further details of T2 and underlying model assumptions

are at ERAMMP Report-60 IMP Land Use Scenarios Final Report en.pdf.

The Water Resources (Control of Agricultural Pollution) (Wales)

Regulations 2021

7.90 The introduction of the Water Resources (Control of Agricultural
Pollution) (Wales) Regulations 2021 has not been included in the

assessment of the three options. The regulations will be considered as a
part of the design of future farm support.
Alternative use of funding

7.91 Under this option £278m could be available for spending on other
Welsh Government priorities. It could be expected that this would accrue

benefits but this is out of scope of this analysis.

Impacts on Farm Business

Loss of Basic Payment Scheme

7.92 The BPS contributes public expenditure of around £238m to Welsh

agriculture on an annual basis. Data from the Farm Business Survey

(FBS) suggests that it contributes to the financial position of farm

businesses, with:
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a) around half of the farms making a profit of at least £10 per £100 costs,

under the current system of support, with this falling to around 15% with no
public support’®;

b) around a third making a loss, under the current system of support, with

this increasing to around 75% with no public support.

7.93 Through this contribution to the financial position of farms, the BPS
contributes to the financial resilience of a farm business. Under this policy

option this contribution would no longer continue.

Loss of Glastir

7.94 Glastir contributed public expenditure of £40m to Welsh agriculture in
2019-20. Payments are based on costs incurred and income foregone, so
at the aggregate level it is unlikely to contribute to (or only make a small
contribution), to aggregate Farm Business Income. However, at the
individual farm level, it may well contribute to farm business profitability,
depending on the efficiency and cost base of the farm when undertaking

Glastir actions.

Loss of Sustainable Management Scheme (SMS)

7.95 The SMS supports collaborative landscape-scale projects to improve
natural resources, delivering benefits to the farm, rural businesses and
rural communities. No direct payments are made to farmers under the
SMS.

Relative Farm Profitability

7.96 Annex A contains analysis using the Farm Business Survey (FBS) on
the relative profitability of farms of different types and sizes and the impact

of BPS and Glastir payments on this profitability.

75 BPS plus Glastir
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7.97 Table 2 shows population estimates of relative profitability for the 9,700
farms’® that have Standard Output of at least €25,000 - smaller farms’’ are
excluded. Also excluded are farm types with small numbers of farms such
as horticulture, poultry and pigs.

7.98 Relative profitability is expressed as £ profit per £100 costs — it is used
to account for the different economic size of farms.

7.99 When payments from BPS and Glastir are included, around 33% of the
population of farms included in this analysis are already making a loss (so
the farming families associated with these farm businesses may be reliant
on other sources of income from other members of the household).

Table 2: Profit and loss per £100 costs, payments from BPS and Glastir
included. Data shows number of farms in each category.

Profit Marginal Any loss Total
profit
TOTAL 4,829 1,642 3,229 9,700
Source: Welsh Government analysis of 2019-2020 FBS data

7.100 When BPS and Glastir payments are removed (Table 3), total farm
output consists only of output from selling agricultural produce, and output
from diversification. This shows 75% of farms in the FBS population are
making a loss when BPS and Glastir payments are excluded. Around 15%
of the population are still making a profit larger than a marginal profit.

7.101 These data represent a static picture. i.e. they do not allow for any
response from the farmer to the loss of funding (such as a strategy to
reduce the farm costs). The data is therefore best regarded as a baseline
indicating the maximum likely scale of the effect.

76 The total number of farms in Wales which receive the BPS is around 16,000. This analysis
therefore excludes around 6,000 farms which have a Standard Output of less than €25,000

77 These "micro” farms account for around 60% of farms in Wales, 5% of the Standard Output
and 15% of the agricultural land.
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Table 3: Profit and loss per £100 costs, payments from BPS and Glastir

excluded (Number of farms)

Output band | Profit Marginal Any loss Total
(at least £10 | profit (all negative
per £100 (at least £0 values)
costs) and less
than £10 per
£100 costs
Under £125k 477 383 5,039 5,899
£125k to 429 291 1,567 2,287
£250k
£250k to 240 153 540 934
£500k
at least 218 135 226 580
£500k
TOTAL 1,365 963 7,373 9,700

Source: Welsh Government analysis of 2019-2020 FBS data

7.102 The increase in the number of farms making a loss in the absence of

BPS or Glastir payments is therefore just over 4,10078, representing

around 42% of the population of farms in this analysis.

7.103 A comparison of Tables 2 and 3 shows that the number of farms

making a profit larger than a marginal profit falls from 4,829 (50% of the

population used in the analysis) when BPS and Glastir payments are

included, to 1,365 (14%) when such payments are excluded. Annex A

shows these profit-making farms are found across the spectrum of farm

sizes and farm types.

7.104 These data give a sense of the likely magnitude of financial pressures

and consequently farm business changes that might be necessary under

such a policy scenario. The scale of this will also reflect prevailing market

conditions (input and output prices).

787,373 -3,229
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Industry Structure

7.105 The simulated impact of the withdrawal of BPS is shown below for two

scenarios modelled using the Integrated Modelling Platform (IMP):

a) The shorter-term impact of the removal of BPS and the implementation
of the EU Trade Deal Scenario (T2) prices. In this scenario, farms are not
able to change farm type, leave full-time agriculture or go through
sale/purchase.

b) The longer-term impact of the removal of BPS and the implementation
of the EU-UK Trade Deal Scenario prices. In this scenario, farms are able
to respond through changing enterprise, leaving full-time agriculture or

going through sale/purchase.

7.106 Details of these farm transition assumptions are in Annex B. Details of
IMP population have been outlined at the beginning of this policy option’®-
Where necessary for comparative purposes, 2015 prices have been
converted to 2020 prices using Office for National Statistics (ONS) GDP
deflators.

7.107 The policy option of removing BPS would represent a major shift in
policy and is likely to generate farm type transitions over the longer term.
These transitions are likely to have significant additional impacts on the
range of environmental outcomes®® as well as likely negative social effects
on farming and farming communities, due to the impact on farming
income.

7.108 Figure 1 shows the simulated structure of the 7,726 modelled full-time
farms before (orange) and after (blue) the withdrawal of support and
introduction of EU Trade scenario prices. These figures represent the
modelled, long-term response to changes in profitability.

7.109 The scenario simulates a large reduction in specialist sheep (SDA)

farms which either leave full-time agriculture or transition to mixed grazing

79 Further details here: ERAMMP Report-60 IMP Land Use Scenarios Final Report_en.pdf

80 The uncertainty about the direction and range of possible environmental impacts under this
scenario is illustrated in for example: M.S. Reed, K. Arblaster, C. Bullock, R.J.F. Burton, A.L.
Davies , J. Holden, K. Hubacek, R. May, J. Mitchley, J. Morris, D. Nainggolan, C. Potter, C.H.
Quinn, V. Swales, and S. Thorp (2009) Using scenarios to explore UK upland futures,
Futures 41, 619-630
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or specialist beef farms. In lowland cattle and sheep farms, there is a mix
of farms leaving full-time agriculture or transitioning to dairy or different
livestock systems.

7.110 In the longer term, 190 full-time farms (2.5%) change farm type. This
small proportion of farms are able to deliberately change to more profitable
systems®l. Farms changing type are mainly lowland cattle, SDA mixed
grazing and cereal farms. This is a smaller shift than under Option 2
(maintain status quo) where BPS remains and the EU Trade Prices are
introduced, and 29% of farms change farm type, indicating increased
ability to finance the transition.

7.111 97.5% of modelled farms are simulated to remain in their current farm
type. The remaining farms under pressure, but not able to change, either
lack opportunity or do not have sufficient FBI to finance the transition to a
more profitable system.

7.112 6.5% of simulated farms fail to reach the £6,000 p.a. threshold in the
modelled baseline and are therefore vulnerable to leaving full-time
agriculture. Under this scenario, once BPS is withdrawn and the EU Trade
Scenario Prices are introduced, 12.3% of modelled farms are simulated to
leave full-time agriculture. This is an increase compared to Option 2
(maintain status quo) which shows 7.1% leaving. It is possible these farms
would continue in part-time agriculture or the land transferred to

neighbouring farms.

81 Please note, subsequent to the completion of the Land Use Scenarios and prior to the
running of the withdrawal of BPS scenario, it was agreed with the WG Expert Group to modify
the rules determining transitions to alternative farm types. The changes included additional
capital requirements for a change in farm type to dairying; and the transitions of unprofitable
farms to the profitable farm type with the greatest FBI per unit of capital requirement. Both
changes will have reduced the likelihood of transitioning to dairy under this withdrawal of BPS
model scenario in comparison to the EU Trade Deal Scenario (T2). This should be borne in
mind when considering the results.

151



Figure 1. Simulated impact of scenario on industry structure
(Withdrawal of BPS with EU Trade Scenario prices)
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7.113 Under this policy option, it is likely farms would have reduced ability to
respond to changes in market conditions, due to a reduction in FBI. There
would be an increase in the number of farms making a loss, with more

farms at risk of leaving full-time agriculture.

Aggregate Farm Business Income

7.114 The simulated change in aggregate FBI is a reflection of the withdrawal
of agricultural support and also of an estimated long-term change in farm
gate prices, as discussed under Option 2 (maintain status quo).

7.115 Once the EU Trade Scenario prices are introduced alongside the
withdrawal of BPS, aggregate FBI reduces 41% in the shorter term
compared to the BPS funded, pre—Trade Deal Scenario prices baseline
(Table 4).

7.116 Over the longer term, farm businesses are able to respond to the
changes by transitioning to more profitable farm types, where possible,
although aggregate FBI is 30% lower than the original BPS funded, pre-
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Trade Deal Scenario prices baseline. This is a slight recovery from the

shorter-term impacts and reflects a transition away from sheep towards

(relatively) higher margin beef systems (which benefit from the simulated

3% increase in finished beef and beef cull cow prices) and dairy.

7.117 The effect on FBI is most evident in sheep-based farm types

(especially Specialist Sheep SDA) where the 1% reduction in finished

lamb prices, in conjunction with the withdrawal of BPS, causes a

significant reduction in the gross margin (and profit) within farming

systems that are not inherently highly profitable and may not be able to

transition to other farm types.

Table 4: Simulated aggregate Farm Business Income (FBI) in the shorter

and longer term (withdrawal of BPS Scenarios), full-time farms

Baseline (with
BPS)

Shorter term
(Withdrawal of
BPS, EU Trade

scenario prices)

Longer term
(Withdrawal of BPS,
EU Trade scenario

prices)

Farm Type Aggregate FBI Aggregate FBI Aggregate FBI (Em)
(Em) (Em)

Cereals 2.6 1.0 0.25
General Crop 1.5 0.7 0.2
Dairy 122.7 107.6 1115
Lowland Cattle 19.9 6.1 8.9
Mixed 7.9 4.3 16.5
Other 3.0 1.7 1.7
Specialist Sheep 66.6 13.4 11.3
Specialist Beef 6.2 3.5 17.9
SDA mixed grazing 29.3 15.7 13.4
DA Various Grazing 34.1 21.2 24.3
TOTAL 293.2 175.2 205.8

Note. 2015 values converted to 2020 prices using ONS GDP deflators
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7.118 Figure 2 shows the simulated farm business status of the current full-
time farm types if they persisted in their current farm type under the
withdrawal of BPS and introduction of EU Trade Scenario prices. 32% of
the modelled population are under financial pressure. This is in
comparison to 10% of farms simulated to be under pressure under Option
2 (maintain status quo).

7.119 The combination of the small price changes and withdrawal of BPS
lead to a large increase in the number of farms under pressure, but with a

low opportunity to respond by transitioning to more profitable systems.

Figure 2. Simulated status of full-time farms under the scenario

(withdrawal of BPS with EU Trade scenario prices, n=7,177)

No. of farms
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7.120 This analysis is based on estimated market prices for agricultural
inputs and outputs. Data from the UK Agricultural Prices®? Index provides
index of the price of agricultural outputs and inputs for the UK used to

track change over time. This shows that annual inflation to March 2022

82 AP| — Index of the prices of agricultural outputs and inputs — statistics notice (data to March
2022) - GOV.UK (www.gov.uk)
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was 11.8% for agricultural outputs; and 25.4% for agricultural inputs. If

higher input inflation than output inflation is sustained, then in terms of the

ERAMMP model outputs it would suggest:

a) Farms changing type - little change in the farms simulated to change

type, due to few alternative farm type options and reduced ability to
finance the transition to more profitable enterprises;

b) Farms under pressure — a greater number of farms under pressure in

the upland and hill areas (Disadvantaged and Severely Disadvantaged

Areas);
c) Farms leaving full-time agriculture - a greater number of farms
leaving full-time agriculture, mainly in the upland and hill areas

(Disadvantaged and Severely Disadvantaged Areas).

Changes in output

7.121 Work led by the Agri-Food and Biosciences Institute (AFBI)®modelled

the estimated impacts of reducing or eliminating direct payments, as
currently delivered to farmers, on UK and Devolved Administration
agriculture.

7.122 The main findings of this research are:

a) Reducing or eliminating decoupled direct payments to farmers has

uneven impacts on production and farm-gate prices for the main UK
agricultural commodities;
b) Agricultural commodities produced by farm sectors that are most

dependent on subsidies for farm income, experience the biggest

projected changes in farm-gate prices and production volumes, most

notably beef and sheep meat;
c) The UK-EU trading framework in place when decoupled direct

payments are reduced or eliminated, has a significant effect on

8 patton, Feng, Davis, Caskie, Sherry and Binfield (2020). Impact on UK Agriculture of
Changes to Direct Payments Following Brexit, Agri-Food and Biosciences Institute

https://www.afbini.gov.uk/publications/impact-uk-agriculture-changes-direct-payments-

following-brexit
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production and other market parameters for different agricultural
commodities.

7.123 Table 5, taken from this report, shows estimated changes in the total
value of agricultural output in Wales in constructed scenarios considering
the withdrawal of BPS payments. A consideration however is the extent of
decoupling. The report notes that

7.124 Although decoupled payments are not linked to production, they can
influence farmers’ behaviour, resulting in higher levels of output than
would otherwise be the case. There is considerable uncertainty concerning
the extent to which decoupled payments influence production, and
therefore three alternative scenarios are considered for the purposes of
policy analysis. In line with the decoupling assumption made within the
rest of the FAPRI EU modelling system, it is first assumed that the
production impact of the decoupled Pillar | payments is relatively ‘weak’,
i.e. the physical production impact of a £1 increase in direct payment is
30% of that of a £1 increase in price. A 60% ‘moderate’ assumption and
100% ‘strong’ assumption are also included. The latter induces the same
production response as fully coupled support.

7.125 Overall, the analysis shows that the beef and sheep sectors are the
most likely sectors to experience declines in activity levels and production
in response to reductions and removal of the Basic Payment Scheme. The
projected impact depends on the assumptions regarding the extent to
which the decoupled payments have a production stimulating impact. This
is an area of considerable uncertainty.

7.126 The distributional impacts of such policy changes at the farm-level are
potentially significant as large proportions of farms are dependent on direct
payments to make a profit, particularly in the beef and sheep sectors.

7.127 The overall results suggest a small estimated reduction in the total
value of agricultural output in Wales of between 1.3% and 4%. When the
value of pillar 1 and pillar 2 payments is added to this, the combined value

(agricultural output plus pillar 1 and 2 payments) is estimated to decline by
14-16%.
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Table 5: Estimated changes in value of outputs in Wales

Projected changes in value of output due to
changes in Pillar | direct payments: 30%

decoupling assumption8

100% reduction in Pillar 1

Total Agric. Value of Output

- 1.3%

Value of Output + Direct Payments (Pillar 1 + Pillar
2)

- 13.7%

Projected changes in value of output due to
changes in Pillar | direct payments: 60%

decoupling assumption

100% reduction in Pillar 1

Total Agric. Value of Output

- 2.6%

Value of Output + Direct Payments (Pillar 1 + Pillar
2)

- 14.8%

Projected changes in value of output due to
changes in Pillar | direct payments: 100%

decoupling assumption

100% reduction in Pillar 1

Total Agric. Value of Output

- 4.0%

Value of Output + Direct Payments (Pillar 1 + Pillar
2)

- 16.0%

7.128 There are important methodological differences between the ERAMMP
IMP and the work cited above. The work led by the AFBI used the FAPRI-

UK partial equilibrium model®® which consists of a system of equations

covering the dairy, beef, sheep, pigs, poultry, wheat, barley, oats, rape

seed and biofuel sectors.

84 AGRI-FOOD & BIOSCIENCES INSTITUTE (afbini.gov.uk)
85 |bid.
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7.129 The UK model consists of sub models for England, Wales, Scotland
and Northern Ireland reflecting the areas of responsibility for the devolved
administrations.

7.130 In general, supply is modelled for each of the four constituent countries
of the UK, while demand is modelled at the UK level. This yields
projections of livestock numbers, slaughter, production, market prices,
market receipts, direct payments and selected inputs for each of the UK
countries.

7.131 In contrast, the ERAMMP IMP consists of an integrated system of 11

inter-connected models®, including:

a) SFARMOD (Silsoe Whole Farm Model) - a mechanistic linear program
of long-term farming which optimises land use and management based on
constrained profit maximisation or weighted multiple objectives.

b) Land Allocation Module (LAM) - this projects changes to land uses and
farming systems through a set of rules and thresholds; comparing a

current farm type with the most profitable alternative farm type.

7.132 The ERAMMP IMP has been specifically tailored to support the
development of new policies focused on natural resource management,
land use and agriculture under a range of Welsh economic and regulatory
futures.

7.133 The most obvious differences between the ERAMMP IMP and the
FAPRI-UK model are that:

a) FAPRI-UK estimates impacts on overall producer prices and the value
of outputs, working at a sector/country (rather than farm) level.

b) The ERAMMP IMP takes price predictions from the FAPRI-UK
modelling and estimates land-use and management change, under
different possible policy scenarios, at the farm-level, based on the options
a farm has in order to make the most profit. As we note above, the
modelling here is confined to full-time farms.

c) ERAMMP IMP only simulates the effect of the scenario in Wales with

an implicit assumption of no feedback to farm-gate prices

86 IMP Models | ERAMMP
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d) Whilst these are different models with different specific purposes and
set ups, they are complementary in trying to get a broad understanding of
the potential effects of agricultural policy changes

7.134 The two models, in their construction, operation and scope, are
therefore not directly comparable, but instead look at the estimated effects
of this policy scenario through different lenses and focussing on different
aspects.

7.135 Taken together however they do give a steer on the likely magnitude of
the effects of this policy scenario, that do not seem inconsistent with each
other - suggesting at the country level, more pronounced effects on
measures relating to farm income and profits indicators, and an expected
increase in the number of farms under economic pressure, at least in the
short term. The data from the analysis of farms in the FBS population
(above) also supports this, showing a large increase in the number of

farms making a loss.

Short term viability of farm businesses in Wales

7.136 Under the current system of support, Option 2 (maintain status quo)

shows, in terms of current liabilities:

a) 4% of farm have liabilities between £25-50k, and assets between £25-
50k;

b) A further 3% of farms have liabilities between £50-100k, and assets
between £50-100k;

c) A further 1% of farms have liabilities greater than £100k, and assets
between £50-100k;

7.137 If current liabilities are similar to or greater than current assets, the
farm may be experiencing short term financial difficulties. Where this
occurs, these farms may be less financially resilient to change.

7.138 In the short term it is these farms, around 8%, which are likely to be
most vulnerable to the loss of the BPS if this loss impacts on their farm

business profitability.
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Long term viability of farm businesses

7.139 Farms with high levels of total liabilities will require consistent income

flows (or sale of assets) to ensure that interest on borrowing can be

repaid.

7.140 Under the current system of support, 19% of farms have liabilities over

£200k.

7.141 1t is likely that the withdrawal of agricultural support would negatively

impact on farms’ credit position. The removal of a source of income could
influence the ability of farms to service liabilities and could lead to sale of
assets to ensure the business can continue or transition to a more
profitable farming system. For those farms with larger assets, there could
be an increase in borrowing against those assets. Any increased market
volatility could influence this further. The balance of assets to liabilities on
each farm will be important in terms of informing their response to this

policy option.

Farm Household Income and Business Expenditure

7.142 1t is likely under this scenario that:

a) Farm household income would decline in line with the fall in farm
business income, at least in the short term. There would likely be a
response from the farmer or member of the farming household to this, for
example, through bringing other income sources into the household. The
exact nature of the farm household response would reflect individual
circumstances;

b) Any net reduction in farm business expenditure is likely to impact
negatively on businesses supplying farms8’, some of which may be local
to the farm business, and some of which may be further afield, including in

England.

87 |t is possible that under this option the public expenditure savings from no longer supporting

agriculture directly are instead spent on supporting rural economies adjust to this policy
change.
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c) lItis also likely that a reduction in local on-farm employment, along with
a reduction in farm business spend with local suppliers, will impact

negatively on the social resilience (including on the Welsh language) of the
rural communities affected, although the scale of such an impact is difficult

to estimate and will vary according to local circumstances.

Employment

7.143 Direct agricultural employment is estimated to be ¢.50,000 employees®
(representing about 3.8% of total employment in Wales) made up of full
time and part-time principal farmers, directors, business partners and their
spouses, and regular and casual workers®. This is estimated to be a
Standard Labour Requirement of around 34,000 full time equivalents.

7.144 A large increase in the number of farms making a loss is very likely to
impact on this level of on-farm employment, as well as other on-farm
effects such as changing production methods to reduce variable costs or
switching enterprises. The exact change will reflect individual farm
business circumstances, and so the overall effect is difficult to estimate at
an aggregate level.

7.145 In terms of farm employment, any reduction is more likely to be
reflected through a reduction in number of regular and casual workers
(who make up 25% of the total) in the short term, and over a longer time
period through a reduction in the number of full time and part-time principal
farmers, and/or through a change from full-time to part-time on-farm
employment. Conversely, there may also be effects where the still
profitable farms expand and use more regular/casual/contract labour. The
timescale over which any such changes might occur is difficult to estimate,

but the net effect may be to accentuate the rate at which total farm

88 Welsh Agricultural Survey 2021
89 Given the different categories of employee, it is not the case that this represents ¢.50,000
Full Time Equivalents
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employment (regular and casual workers) on all farms in Wales has been
falling®-

7.146 Given the impact of a withdrawal of agricultural support on the number
of farms making a profit it is likely that the loss of BPS would increase the
rate of loss of regular and casual on-farm employment, with knock-on
impacts on the communities in which employers lived, if no other

employment opportunities are available.

Impacts on Land Management

Stocking

7.147 Over the longer term, there is a large simulated move to Beef GLUs at
the expense of sheep GLUs (Table 6). This move reflects farms changing
their relative balance of livestock, i.e., the introduction of beef into sheep
systems, rather than shifts to completely new farm systems (which require

larger capital investment).

Table 6. Simulated change in livestock numbers under withdrawal of

agricultural support and introduction of EU Trade Scenario Prices

% Change in Grazing Livestock Units
(GLUs)
Beef +65%
Dairy +4%
Sheep -47%
TOTAL +1.5%

9 Data from the Welsh Survey of Agriculture and Horticulture shows that the total
employment (regular and casual workers) on all farms in Wales has fallen from 57,828 in
2010 to 50,401 in 2021, a fall of 13% over the period.
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7.148 Dairy GLUs undergo a much smaller change. Table 7 shows the low

contribution that BPS makes to the total output of dairy farms. In

combination with the simulated low transition into dairy systems, this is

likely to account for the relatively low impact on dairy GLUs.

Table 7. BPS as a percentage of total output, 2019/2020

Number in BPS (£/farm) | Total output | BPS as % of
FBS sample (E/farm) total output
Hill cattle and 130 26,866 127,467 21.0%
sheep
Hill sheep 86 33,915 125,678 26.9%
Upland cattle 76 17,009 97,426 17.4%
& sheep
Lowland 52 18,120 112,788 16.1%
cattle &
sheep
Hill & upland 52 19,396 440,578 4.4%
dairy
Lowland 51 18,906 517,712 3.7%
dairy

Source: Farm Business Survey®!

7.149 The Glastir Monitoring and Evaluation Programme (GMEP) found that

where an increase in stock number occurred amongst Glastir agreement

holders, the factors influencing this, other than scheme participation, most

frequently included:

a) change in market prices (28%)
b) availability of land to rent (24%)

c) change in the availability of staff (3%) and

91 Aberystwyth University (2020) Wales Farm Income Booklet 2019/20 Results
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d) seeking to improve income (7%).

7.150 Under this policy option, the above drivers of increased stocking are
likely to continue. Shifts between the relative balance of different livestock
systems will be influenced by market prices. However, the modelled
scenario suggests that, in the absence of BPS, farm businesses have
reduced ability to move into more profitable systems so continue in their
current systems but under increased financial pressure or leave full-time

agriculture.

Land Use

7.151 Table 8 shows the longer-term consequence of the simulated changes
in the status of full-time farms.

7.152 Over the longer term, with farms able to transition to different farming
systems, there is a reduction in the total agricultural area on full-time
farms. This reflects farms leaving full-time agriculture. There are large
reductions in the area of crops and increased rotational (temporary)
grassland. This reflects the reduced cereal output prices estimated under
the EU Trade Scenario and an increase in beef and dairy cows leading to
an intensification of grassland systems. The area of woodland on full-time
farms also reduces, this is again reflective of farms leaving full-time

agriculture as opposed to woodland being felled.
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Table 8. Simulated longer-term changes in land use under EU Trade

Scenario Prices and withdrawal of BPS

BPS funded, pre-EU | Zero BPS, EU Trade
Trade Deal Prices Deal prices, longer
baseline (ha) term (ha) %Change
Arable area 65,859 57,289 -13.0
Temporary grass 142,724 153,191 7.3
Permanent grass 467,703 450,615 -3.7
Rough Grazing 248,431 241,004 -3.0
Broadleaf
Woodland 51,809 48,032 -7.3
Conifer Woodland 17,295 9,653 -44.2
Total 993,821 959,783 -3.4

Nutrient Use

7.153 Given the increase in beef GLUs at the expense of sheep, there is an

increase in N loading from beef excreta over the longer term (Table 9). N

loading from dairy excreta increases slightly, reflecting the smaller

increase in the dairy herd. Overall, the total N loading increases, despite

the reduction in the number of full-time farms, reflecting the intensification

of grassland systems.

Table 9. Percentage change in Nitrogen loading from fertiliser and

livestock (sum of direct excreta, manure and slurry) under EU Trade

Scenario Prices and withdrawal of BPS

Source

Change

N Fertiliser (KT N) -3.9%
Dairy excreta (KT N) +4.1%
Beef excreta (KT N) +55.8%
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Sheep excreta (KT N) -51.8%

Total change +4.8%

Impacts on Environmental Benefits

Water Quality

7.154 Under this policy option, it is likely water quality would be negatively
impacted. This is due to the simulated:

a) Contraction in rough grazing;

b) Intensification of grassland systems (increased temporary grass,
reduced permanent grass);

c) Increase in beef and dairy numbers at the expense of sheep;

d) Increased total N loading.

7.155 In addition, the loss of Glastir (not modelled in the IMP) is likely to
further impact water quality. Glastir 2012-1692 was estimated to deliver

the following decreases in national agricultural pollutant loads:

a) 1% reduction in Nitrate;
b) 0.94% reduction in phosphorous;
c) 0.11% reduction in sediment.

7.156 These benefits would be unlikely to be maintained under this policy
option.

7.157 There would likely be regional variation in impacts on water quality.
Areas where more farms are simulated to leave full-time agriculture may
see improvements, depending on what the land use transitions into.
However, in areas where farms transition to more intensive systems there
may be deterioration if the transition is not accompanied with adoption of

activities to reduce losses to water. Given this policy option would remove

92 Resources | Glastir Monitoring and Evaluation Programme (gmep.wales)
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all agricultural support, there would be no Welsh Government schemes
available to support adoption of these activities.

Air Quality

7.158 Air pollution exacerbates existing health conditions and is associated
with serious cost to society. Many poor outcomes from air pollution are
linked to PM2.5, of which ammonia can be a substantial component.
Reductions in ammonia, or interception of PM2.5 particles, can therefore
have positive impacts on air quality.

7.159 Under this policy option, there would likely be a variable impact on air
quality due to the simulated changes from sheep to beef, the
intensification of grassland, and reduction in the number of full-time farms.

7.160 Where farms leave agriculture completely, and the land does not
remain in agriculture, there is the potential for conversion to woodland. In
these areas, there may be an improvement in air quality due to reduced
emissions from agriculture and an increased interception of PM2.5 by
trees.

7.161 Where farms are simulated to transition from sheep to more intensive
systems (e.g., dairy and beef), there is the potential for worsening air
quality as nutrient inputs increase on more intensive grassland unless the
changes are accompanied by changes in practice to reduce ammonia

emissions.

Biodiversity

7.162 The effects on biodiversity in this option are likely to be variable and
location specific.

7.163 Intensification of land use, and increased inputs, would result in
worsening biodiversity outcomes. Areas where woodland could be planted
on land leaving full-time agriculture could see biodiversity benefits.
Conversely, woodland on farms leaving full-time agriculture may fall out of

management which could negatively impact biodiversity.
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7.164 The simulated increases in N loadings are likely to have negative
impacts on biodiversity, as will any decreases in water quality.

7.165 The GMEP evaluation found changes in habitat suitability as a result of
scheme participation for 75% of the 21 plant species modelled, resulting
from de-intensification of vegetation management and changes in soil
properties. GMEP also reported that 13% more farms in Glastir are more
likely to have taken action to combat biodiversity loss than farms not in
Glastir. These benefits would be unlikely to be maintained under this policy
option.

7.166 Overall, it is unlikely in this policy option there would be any increase in
the area of agricultural land being managed for biodiversity benefits, and
land currently being managed in such a way would be at risk of declining
in condition. Intensification of farming systems is likely to bring disbenefits
in areas this occurs. Land leaving agriculture has the potential to offer

biodiversity benefits but this would depend on what that land is used for.

Carbon Stocks

7.167 Carbon stocks are likely to reduce in this scenario due to:

a) Simulated loss of permanent and rough grassland as this land
transitions to grass rotation;
b) Increases in carbon stocks would occur if land simulated to leave full-

time agriculture is planted as woodland.

7.168 Farms remaining in full-time agriculture may be unlikely to create
woodland or hedgerows as would be needed to substantially increase
carbon stocks in this policy option. The removal of BPS and the change in
prices simulates a move towards intensification of more land, rather than
sharing land for tree planting, as farms try to maintain profit in challenging

circumstances.
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GHG Emissions

7.169 The simulated increase in beef and dairy cows at the expense of
sheep, and an overall increase in total GLUs of 1.5%, is likely to lead to an
increase in agricultural GHG emissions.

7.170 There is the potential for some reduced emissions where the reduction
in arable occurs on peat. This could also apply on land which left
agriculture, depending on the future use.

7.171 Evidence from the GMEP suggested that Glastir contributed to
reductions in greenhouse gas emissions and enhanced sequestration of
carbon, as well as reduction in other gases which contribute to climate
change (further information in Option 2 — maintain status quo). It is likely
under this policy scenario that these benefits would no longer be delivered.

7.172 Overall, the simulated contraction of the total agricultural area on full-
time farms combined with an increase in total GLUs is likely to have
negative effects on emissions in the round unless any intensification is
accompanied with action to reduce emissions. Given this policy option
would remove all agricultural support, there would be no Welsh
Government schemes in place to support farms to invest in taking action to

reduce emissions.

Other impacts on benefits

Loss of Sustainable Management Scheme (SMS)

7.173 The SMS supports collaborative landscape-scale projects to improve
natural resources and also supports and facilitate co-ordination with other
schemes to improve the resilience of farm and rural businesses and rural
communities to climate impacts®*

7.174 Evidence from an initial evaluation®* notes the SMS is directly aimed at

addressing the limitations of previous agri-environment schemes and

93 Case studies of SMS projects can be found here: Sustainable Management Scheme
(gov.wales)

%4 Bebb and Bryer, OB3 Research with contributions from Rob Owen and Sue Rice, BRO
Partnership (2021) Sustainable Management Scheme: Process evaluation and Theory of
Change, report for Welsh Government. The reported noted that only direct and immediate
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consider funding and action at a landscape or catchment scale. The
evaluation of the SMS recorded the following collaborative actions:

a) helping farmers understand the impacts of their activities and improving
water quality, and reducing the impact of nitrates getting into water
COUrses;

b) undertaking riverbank restoration to address soil erosion;

c) creating clear corridors in moorland for wildlife;

d) improving heather moorland habitats for ground nesting birds;

e) creating additional wetlands;

f) cleaning out ditches to increase their capacity; and

g) controlling invasive non-native species (INNS).

7.175 The recorded impacts on the economy of these collaborative projects

included the following:

a) the employment of women with chainsaw skills in a woodland project;
b) the employment of apprentices and young people in several projects;
c) employing local people and working with local contractors wherever
possible;

d) creating new economic opportunities for farmers who manage

woodlands.

7.176 The evaluation records that Almost all the projects interviewed felt that
without SMS funding it would have been unlikely that their activities would
have taken place. Their outcomes would not have been achieved without
the funding unless another source of funding would have been secured.
This suggests a high degree of additionality.

7.177 In the absence of financial incentives, this degree of collaborative
activity is unlikely to occur. The loss of the SMS in this policy option will
therefore most likely mean that there is no longer any financial incentive or

mechanism for collaborative work.

outputs can be reported upon at this stage (e.g., number of trees planted, or hectares
restored) rather than the wider, longer-term ecosystem benefits and socio-economic
outcomes that can take several years to fully materialise
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7.178 We do not yet have a full evaluation of SMS. However, it seems
reasonable to assume that under this option there would be significant
reduction in the collaboration and co-operation activity that has been
funded under the SMS, and a negative impact on environmental

outcomes.

Option 2: Legislate to maintain status quo (Basic

Payment Scheme and other land-based schemes)

Introduction

7.179 In this policy option, we assume legislation is introduced to enable the
continuation of historical EU support schemes to support the agriculture
sector in Wales.

7.180 It is assumed there is a continuation of these support schemes
(including the Basic Payment Scheme (BPS) and the land-based Rural
Development Programme funded schemes, Glastir and the Sustainable
Management Scheme), operating under the same budget and that this
budget is maintained in real terms throughout the appraisal period. We
assume no transition period as the schemes that have operated
historically continue to run.

7.181 We assume advice in the form of Farming Connect and the Farm
Liaison Service is maintained.

7.182 We assume the regulatory regime provided by Cross Compliance and
by the Environmental Impact Assessment (Agriculture) (Wales)

Regulations 2017 is maintained.
Impact on Costs

7.183 All costs presented below are annual figures and assumed to be

maintained in real terms throughout the appraisal period, unless otherwise
stated.
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Welsh Government - Total Cost £311,507,559

Administrative costs - £22,278,455

7.184 It is not possible to fully disaggregate the administrative costs of each
individual scheme or for each of the Common Agricultural Policy (CAP)
Pillars. Both pillars are based on an Integrated Administrative Control
System (IACS) and use a multi-functional workforce. Figures are based on
estimates providing indicative cost for different work areas and CAP
Pillars.

7.185 Figures include the Welsh Government costs for processing CAP
(BPS) and Rural Development Programme (RDP) schemes, the European
Maritime and Fisheries Fund®, and all other Brexit/Covid schemes. Costs
also include regulatory inspections by Rural Inspectorate Wales (RIW),
ICT development and support, and the statutory function of managing

County Parish Holding (CPH) records. The costs cover:

a) Ongoing running costs (staff costs);
b) EU funded Technical Assistance costs; and

c) RPW Programme costs.

7.186 The total annual average costs® are £22,278,455, of which 38% is
attributed to BPS administration and 62% administration of RDP land-
based projects and programmes (principally Glastir). 28% of the costs of
BPS administration are costs related to various corporate functions to

operate an accredited paying agency.

Compliance costs - £1,344,104

% The EMFF is not part of agricultural support. We are unable to disentangle the costs of
administering the EMFF from other internal costs.

% This is an average annual cost which has been calculated using the WG incurred costs
between 2018 and 2020
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7.187 Cross Compliance requires farmers to comply with standards for
public, plant, and animal health and welfare. To receive support, farmers

must comply with a set of basic rules. Compliance rules include:

a) statutory management requirements, requirements in regulations that
apply to all farmers whether or not they receive support;
b) good agricultural and environmental conditions, these apply only to

farmers receiving support.

7.188 On-farm inspections assess compliance, farmers not adhering to the
required standards have their support reduced and may face other

penalties.

Table 10: The costs of on-farm inspections to Welsh Government

Regulation Annual Cost | Notes

Land based Cross £192,761 Based on a control rate of 1% of

Compliance scheme claimants

Livestock Identification | £962,882 Based on a requirement of 3% of

Cross Compliance keepers of sheep and cattle to be
inspected.

Environmental Impact £188,461 If NRW alert WG of a suspected

Assessment breach, an ecologist must
investigate any potential damage
to habitat land.

7.189 We are forecasting these compliance costs remain the same in this

option.

Payments to Farmers - £278,000,000
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7.190 The estimated cost of CAP payments, including BPS®” and RDP land-
based programmes, over the 2021/22 to 2023/24 period, is £278m per
year.

7.191 We assume this level of budget is maintained in real terms across the
appraisal period. This is not a prediction or guarantee of future funding
levels, it will depend on future funding settlements from HM Treasury and
the Welsh Government budget process. The cost is an indicative estimate

for the purpose of undertaking this analysis.

Other costs - £9,885,000

7.192 The estimated cost of CAP payments, including BPS®® and RDP land-
based programmes, over the 2021/22 to 2023/24 period, is £278m per
year.

7.193 We assume this level of budget is maintained in real terms across the
appraisal period. This is not a prediction or guarantee of future funding
levels, it will depend on future funding settlements from HM Treasury and
the Welsh Government budget process. The cost is an indicative estimate
for the purpose of undertaking this analysis.

7.194 ERAMMP?®? delivers a programme of monitoring and modelling which
collects data across the Welsh landscape, linking any change to economic
and environmental impacts. Under this option, this programme would
continue at an annual cost of £1.5m (the same as Option 1).

7.195 Farming Connect!® supports the development of a more professional,
profitable and resilient land-based sector. It comprises an integrated
programme of knowledge transfer, innovation and advisory services

designed to deliver greater sustainability, improved competitiveness and

97 Total costs for BPS reflect BPS payment to all claimants in Wales, totalling ¢.16 0000
farms.

98 Total costs for BPS reflect BPS payment to all claimants in Wales, totalling c.16 0000
farms.

99 https://ferammp.wales/en

100 Farming Connect - helping you drive your business forward | Business Wales (gov.wales)

174


https://erammp.wales/en
https://businesswales.gov.wales/farmingconnect/

improved environmental performance. The annual cost of Farming
Connect is £8.0m (the same as Option 1).

7.196 The Farm Liaison Service (FLS) fulfils an important role in Welsh
Government’s drive to produce a sustainable and professionally managed
industry across Wales.

7.197 The aim is to provide customers with consistent, accurate and
professional guidance in respect of all farming and rural schemes and

policy areas administered by Welsh Government. These include:

a) Basic Payment scheme / Glastir;

b) Rural Development Programme;

c) Animal health & welfare;

d) Record-keeping / Inspections;

e) Livestock Registrations (CTS / EID);

f) Changes to Land areas and registrations;
g) CPH Programme;

h) Access to RPW Online system,;

i) Development of future schemes.

7.198 We assume the Farm Liaison Service (FLS) continues at a cost of
£385k (same as Option 1).

Natural Resources Wales - Total Cost £2,715,725

Administrative & Advice costs - £ 2,572,286

7.199 Glastir is administered by the Welsh Government, supported by
NRW, who provide technical delivery and guidance advice on scheme

applications, covering:

a) Felling licence applications;

b) Environmental Impact opinion;

c) European Protected Species licenses; and
d) Consents for proposals on designated sites.

e) Floor Risk Activity Permits
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7.200 The annual cost of advice on Glastir is estimated to be £2,419,716

7.201 NRW also provide advice and guidance on applications under the
Sustainable Management Scheme at an annual cost of £125,127.

7.202 NRW issues flood risk activity permitst®! to farmers who wish to work
on or near a main river, flood or sea defence structure or flood plain. We

assume the cost is £27,443 (same as Option 1).

Compliance costs - £143,439

7.203 The cost of NRW’s role in providing delivery of Cross Compliance
standards is estimated at £119,684 per year (same as Option 1).

7.204 Organisations involved in other regulatory inspection processes related
to Cross Compliance or who are consulted for technical advice in addition
to NRW include: Animal and Plant Health Agency, Local Authorities, Food
Standards Agency, CADW, Local Archaeological Trusts and NRW. There
will be an additional associated cost to their organisations as well,
however as most are linked to other regulatory requirements many would
still exist without Cross Compliance and as such, we do not quantify these
COsts.

7.205 NRW is also a consultation body under Environmental Impact
Assessment (EIA) regulations. WG may consult NRW on applications
made to it under these regulations. The cost to NRW of providing advice to

WG is estimated at £23,755 annually (same as Option 1).

Agriculture Sector - Total Cost £588,000

Administrative costs - £588,000

7.206 To claim BPS and certain other payments a farmer must carry out
agricultural activities in the claim year. Evidence is submitted to Welsh
Government by the farmer through the Single Application Form'%? (SAF).

101 Natural Resources Wales / Environmental permits for flood risk activities
102 Single Application Form | Sub-topic | GOV.WALES
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Table 11 shows the estimated number of SAFs submitted, and process
used, in 2019.
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Table 11. Number of Single Application Forms submitted to WG in 20109.

Customer Applications Applications Applications

completion submitted with no with changes

process changes (estimate)
(estimate)

Self Service 9,357 4,198 5,159

WG Digital

Assistance 1,025 460 565

Support from

Farming Unions

and Agents

(estimate) 5,942 2,666 3,276

TOTAL 16,324 7,324 9,000

7.207 The number of hours required with these different customer completion
processes varies (from an estimated 1 to 3 hours per customer for
applications with no changes; to an estimated 2-4 hours for applications
with changes). The cost of this time for farmers and agents is estimated at
£15/hour for farmers and £30/hour for agents*®2,

7.208 The total annual cost to farmers of submitting BPS applications is
estimated as £588k.

Total Cost - £314,811,284

103 The source of these estimates the Annual estimates of paid hours worked and earnings for
UK employees by sex, and full-time and part-time, by Standard Occupational Classification,
from the Office for National Statistics Earnings and hours worked, occupation by four-digit
SOC: ASHE Table 14 - Office for National Statistics (ons.gov.uk)
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Impact on Benefits

7.209 In this policy option, existing land-based schemes and programmes
(BPS, SMS, Glastir) are assumed to continue delivering a range of
benefits.

7.210 IMP outputs used here are based on the results of a modelled land-use
scenario (‘EU Trade Deal Scenario’, T2) with estimated changes to farm-
gate prices following a trade deal between the European Union and the
United Kingdom.

7.211 Outputs reflect the estimated long-term land-use implications from the
estimated change in farm-gate prices, with a continuation of the current
system of support against a 2015 baseline.

7.212 The key components and assumptions of the scenario are outlined in
ERAMMP Report 601%, An overview of the IMP is provided under Option 1
(support ceases end 2024).

7.213 Estimated change in farm-gate prices in the scenario compared to
2015 prices are:

a) Milk +1.2%;
b) Beef +3%; and
c) Lamb -1%.

7.214 The estimated change in prices represents a long-term decrease in
finished lamb prices and increases in milk, dairy (cull and calf) and beef
(finished beef and beef cull cow) output prices.

7.215 The simulated results reflect the impact of estimated changes in market
prices as a result of the EU Trade Deal scenario. This scenario assumes
a continuation of the current system of support (i.e. Basic Payment
Scheme). The modelling work was undertaken in 2019, prior to Russia’s
invasion of Ukraine.

7.216 ERAMMP Report 60! modelled six scenarios, including T2, consisting
of changes in farm-gate prices. These scenarios were based on broad

assumptions around the detail of the trade agreement with the EU as well

104 ERAMMP Report-60 IMP Land Use Scenarios Final Report en.pdf
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as potential changes in prices resulting from agreements with the USA,
Australia and New Zealand. These scenarios were designed to understand
how a range of changes in farm-gate prices may affect agriculture, land
use and environmental outcomes.

7.217 The modelled outputs should be interpreted in this light. They serve to
demonstrate potential impacts over the longer-term of changes in market
conditions, under the current system of support, rather than predicting a
definite outcome. It is important to note the IMP did not take into account
that simulated increases in dairy products may constrain milk price change
as product supply and demand rebalance.

IMPACTS ON FARM BUSINESS

Basic Payment Scheme

7.218 BPS provided £238m to Welsh farmers in 2019-20.

Rural Development Programme (RDP)

7.219 The Welsh Government Rural Communities - Rural Development
Programme!® 2014-2020 was a seven-year investment programme which
supported a wide range of activities. This option considers the SLM
objectives focusing on the land-based elements of the RDP.

7.220 The Glastir budget was £40m in 2019-20. Scheme payments are
based on income foregone and costs incurred.

7.221 The Sustainable Management Scheme (SMS) supports collaborative
landscape-scale projects to improve natural resources, delivering benefits
to the farm, rural businesses and rural communities. No direct payments

are made to farmers under the SMS due to state aid rules.

105 Rural Development Programme document 2014 to 2020 | GOV.WALES
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Relative farm profitability

7.222 Table 12 shows relative farm profitability in 2019/20 by standard
output. Standard output!®® provides a proxy measure for the value of total
output from agricultural production, diversification, Pillar 1 (BPS) and Pillar
2 (Glastir).

7.223 Relative profitability is expressed as £ profit per £100 costs and is used
to account for the different economic size of farms. The categories used

are:

a) Profit - at least £10 per £100 costs;
b) Marginal profit - between £0 and £10 per £100 costs;

c) Any loss - all negative values;
7.224 The analysis shows:

a) 50% of the 9,700 farms made a profit larger than a marginal profit. Of
these 4,849 farms, 57% are in the smallest output band (under £125k);

b) 33% of the 9,700 farms made a loss. Of these 3,229 farms, just over
two thirds (69%) are in the smallest output band (under £125k);

c) There are farms making a loss in each size band: 38% (under £125K),
31% (at least £500Kk), 27% (£125k to £250k), and 22% (£250k to
£500K).

106 The standard output of an agricultural product (crop or livestock) is the average monetary
value of the agricultural output at farm-gate price, in euro per hectare or per head of livestock
Glossary:Standard output (SO) - Statistics Explained (europa.eu).
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Table 12. Relative farm profitability by standard output, number of

farms.
Standard Profit Marginal Any loss Total
output band profit Number of

farms

Under £125k 2,752 929 2,219 5,899
£125k to 1,275 389 623 2,287
£250k
£250k to 494 235 204 934
£500k
at least 308 89 183 580
£500k
TOTAL 4,829 1,642 3,229 9,700

Source: Welsh Government analysis of 2019-2020 Farm Business Survey!®’

7.225 There is large variation in performance, both in business revenue and

management of business costs across farms of the same economic size.

This pattern is also reflected when analysing by farm type. Table 13

shows:

a) In each farm type there are businesses making a profit. The proportion
is highest for SDA Grazing farms (62%) and lowest for DA grazing (33%).
b) Of farms that made a loss, 33% are SDA grazing, 33% are DA grazing,
and 14% are dairy;

c) Of farms that made a profit, 57% are SDA grazing, 14% are DA
grazing, and 13% dairy.

d) There are farms in each farm type making a loss: 25% SDA grazing,
51% DA grazing, and 32% dairy;

107 Figures are for the Farm Business Survey population (farms of at least €25,000 Standard
Output). They exclude the poultry, pigs and horticulture specialists
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Table 13. Relative farm profitability by farm type, number of farms

Farm type Profit Marginal Any loss Total
profit Number of

farms

Dairy 632 336 459 1,427

SDA grazing 2,751 618 1,075 4,444

DA grazing 674 332 1,059 2,065

Others 773 356 635 1,764

TOTAL 4,829 1,642 3,229 9,700

Source: Welsh Government analysis of 2019-2020 Farm Business Survey

data
7.226 A 2018 report!® noted for UK farms:

a) The top 25% of farms, across all farm types, perform 1.8 times better
than the bottom 25%;

b) Less than 5% of variation in farm performance is related to geographic
factors (such as soil and climate);

c) More than 70% of the difference [in performance] between top- and
bottom-quartile farms is because of different decisions made by the

farmer.

7.227 Under this policy option, it is likely this variability in performance would
continue. Farms making a loss, or marginal profit, could be expected to be
particularly vulnerable to changes in market conditions which could

increase the number of loss-making farms.

Industry structure

7.228 Figure 3 shows the simulated structure of the 7,726 modelled full-time
farms before (orange) and after (blue) the introduction of the EU Trade

108 The Andersons Centre and Assaociates (2018) The characteristics of high performing farms
in the UK, report published by AHDB
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Deal Scenario prices. These figures (in blue) represent the modelled, long-
term response to long-term changes in profitability.

7.229 Dairy, mixed and specialist beef (SDA) are simulated to increase in
numbers with reductions in the number of sheep and mixed grazing farm
types in the DA, SDA and non-DA/SDA.

7.230 Of the 7,726 farms, 19% are simulated to transition to a different farm
type. These are mainly in lowland and DA areas and change to dairy or
mixed farming, growing crops in support of livestock enterprises.

7.231 71% of modelled farms are simulated to remain in their current farm
type. Of these farms, a third have no opportunity to change farm type e.g.
SDA areas where there are few alternatives to sheep/beef farming. The
other two thirds have insufficient incentive e.g. dairy farms which are
already more profitable.

7.232 Farms under pressure are mostly in upland and hill areas (DA and
SDA) although almost 20% are lowland cattle and sheep farms. Beef and
sheep farms are adversely impacted compared to the dairy farms.

7.233 6.5% of simulated farms fail to reach the £6,000 p.a. threshold in the
modelled baseline and are therefore vulnerable to leaving full-time
agriculture. Once the EU Trade Scenario Prices are introduced, 7.1% of
modelled farms are simulated to leave full-time agriculture. These farms
are mostly in upland and hill areas (DA/SDA) and are predominately beef
and sheep farms. Given the environmental conditions (e.g., soil, land
cover, slope, climate), there are fewer alternative farm types that can
achieve sufficient simulated FBI in these areas.

7.234 It is possible that these farms continue to farm part-time, or the land
may transfer to neighbouring farms and continue to be farmed.

7.235 The modelled scenario demonstrates relatively small farm-gate price
changes have impacts on the structure of the industry. Farms already
making a loss are likely to be particularly affected by these changes and
may not have the opportunity or resources to change enterprises to

increase profit.
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Figure 3. Simulated impact of scenario (T2) on industry structure
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7.236 How farm businesses respond to changes in market conditions will be
the outcome of a long and complex decision-making process that will vary
between farm businesses. The complexity of such decisions is described
in a literature review'® commissioned by Welsh Government, although
this work is related to Very Small and Small farms, outside the full-time
farms modelled within ERAMMP.

7.237 This review noted, ‘the behavioural responses to past economic crises,
which may hold the key to those that may flow from income pressures
associated with Brexit and the withdrawal of direct payments under a
national agricultural policy, show great diversity and need to include
factors that go beyond the simple business model of the profit maximising

firm. Farmers’ and farm households’ actions may be viewed as the

109 Bradley, Hill, O’Prey, Griffiths, Williams (2021) Understanding farmer motivations: Very
Small and Small farms Final report: Appendix: Literature Review, report to Welsh Government
https://gov.wales/understanding-farmer-motivations-very-small-and-small-farms
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outcome of interplay between the individual's own "disposition-to-act" (the
product of socialisation and interaction), the farm household’s material
resources (size of farm, capital, labour skills, cultural capital, position in the
life cycle, tenure) and external structures (relative prices, policy, labour
market opportunities, social and cultural norms, etc.). As such, on the
ground a wide variety of responses may be encountered, including some
(such as expanding output) that may be counterintuitive. Non-response
may be the behaviour of some, though this seems to be smaller once the
changes in circumstance appear more permanent.’

7.238 The modelling cannot reflect this complex reality. However, alongside
the variability in farm performance, it shows there are farm businesses
which may not have resilience against future market changes. For farms
which, in reality, may not change to a different enterprise, these changes
could result in a worsening financial situation unless other steps are taken
within the business to increase profit margins (e.g. by reducing inputs

where possible or intensifying production).

Aggregate Farm Business Income

7.239 Over the shorter term (Table 14), if farms continue as currently, there is
an 8% simulated reduction in aggregate FBI'? in response to the change
in farm-gate prices. Declines are mostly seen in lowland cattle and sheep
farms and specialist sheep SDA.

7.240 Over the longer term, with farms able to transition to different
enterprises or out of agriculture, there is a 17% simulated increase from
£293m pa (2015 baseline, 2020 prices) to £344m pa (following the EU
trade deal scenario, 2020 prices).!!!

7.241 This is despite a reduced number of full-time farms, as farms transition
to a more profitable farm type, mainly to dairy farms. Reductions by sector

reflect these farms transitioning to new enterprises (Figure 4).

110 Excludes Glastir payments. These are based on income foregone and costs incurred and
considered cost neutral.

111 Converted to 2020 prices using ONS deflators. ERAMMP Report 60 reports in 2015
prices.
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Table 14. Simulated aggregate Farm Business Income (FBI) in the

shorter and longer term (EU Trade Deal Scenario), full-time farms

EU Trade Deal | EU Trade
Modelled _ _
. Scenario - Deal Scenario
Farm Type baseline FBI
(EM) shorter term —longer term
FBI (EM) FBI (EM)

Cereals 2.6 4.1 0.1
General cropping 15 2.2 0.1
Dairy 122.7 130.4 222.0
Lowland cattle /

19.9 13.2 3.6
sheep
Mixed 7.9 8.9 20.6
Other 3.0 2.7 2.4
Specialist Sheep

66.6 47.7 38.0
(SDA)
Specialist Beef (SDA) 6.2 5.4 10.7
SDA mixed grazing 29.3 25.5 21.6
DA various grazing 34.1 30.9 24.4
Total 293.2 2715 343.6

Note. 2020 prices.

7.242 Figure 4 shows the simulated farm business status of the current full-

time farm types if they persisted in their current farm type in the EU Trade

Deal scenario. 10% of the modelled population are under financial

pressure. This is in comparison to 32% of farms simulated to be under

pressure in Option 1 (support ceases end 2024).

7.243 The small changes in prices in this scenario lead to a small change in

the number of farms under pressure but stimulates a substantial change in

farm type (29% of farms transitioning), primarily through deliberate action

on the part of farmers on viable farms, rather than through sale and

purchase of unviable farms.
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Figure 4. Simulated status of full-time farms under the scenario (T2,
n=7,177)
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7.244 This analysis excludes farms with less than one FTE. Although small
economically, part-time farms cover 29% of the agricultural land and will
have an effect on the delivery of environmental outcomes, whether
positive or negative.

7.245 A report on motivations of very small and small farms in Wales!'?
reported two-thirds of small farms (66%) and half (48%) of very small
farms have payments from environmental schemes (such as Glastir) and
these environmental payments are seen as essential by a third (36%) of
small farms and by less than a quarter (23%) of very small farms.

112 Bradley, Hill, O’Prey, Griffiths, Williams (2021) Understanding farmer motivations: Very
Small and Small farms Final report to Welsh Government
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Short term viability of farm businesses in Wales —
Comparison of current assets and liabilities for farms in
Wales, 2018-19

7.246 A large proportion of the assets on a farm, such as land or property,
will typically have a monetary value but this is difficult or costly to realise in
the short term. Table 15 gives an indication of the ability of farms in Wales
to finance their immediate financial demands from current assets, such as
cash, savings or stock. If current liabilities are similar to or greater than
current assets, the farm may be experiencing short term financial
difficulties. Where this occurs, these farms may be less financially resilient
to change.

7.247 Table 15 shows:

a) 73% of farms have current assets less than £100k;

b) 91% of farms have current liabilities less than £100k;

c) Farms with lower assets tend to have lower liabilities, but there are
farms in each bracket with larger liabilities. For example, approximately
10% of farms with assets under £100k have liabilities in a larger bracket.
d) Overall, there is a wide variation in the short-term financial position of

farms.
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Table 15. Percentage (%) of farms in each grouping for current assets

and total liabilities

Current | Current assets
liabilities

<£25k £25k - £50k - £100k - | £200k+ | Total

<£50k <£100k | <£200k

£0 - <£5k 8% 10% 15% 5% 3% 42%
£5K - 6% 4% 9% 5% 1% 26%
<£25k
£25k — 4% 4% 3% 2% 1% 14%
<£50k
£50k - 1% 2% 3% 2% 1% 9%
<£100K -
£100k+ X X 1% 3% 3% 9%
TOTAL 20% 21% 32% 17% 9% 100%

Source: Figure E4 Farm incomes in Wales, 2018/20191%2 from Farm Business

Survey. X = Value not shown as it is based on fewer than 5 farms from the

sample.

Long term viability of farm businesses: Comparison of

total assets and liabilities for farms in Wales, 2018-19

7.248 Total liabilities provide a measure of the indebtedness and reflect the

total debt (short and long term) of the farm business. High levels of

liabilities will require consistent income flows (or sale of assets) to ensure

that interest on borrowing can be paid. If total liabilities of a farm are too

high (in relation to total assets), the farm could have difficulty in meeting its

investment needs from earnings. On the other hand, increasing the levels

of borrowing in order to invest in the farm can help to improve farm

performance.

7.249 Table 16 shows:

113 Farm incomes in Wales, 2018-19 (gov.wales)
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a) 51% of farms have assets over £1m,;
b) 52% of farms have liabilities between £10k and £500k;

7.250 Almost all of the farms with the highest level of liabilities also had

assets of at least £1m;

a) The farms with high asset levels are spread all across the range of

liability values.

7.251 This provides another indication of the proportion of farms which may

lack longer term financial resilience. Farms with a high level of total

liabilities may be less resilient in the face of change or may have to

dispose of some assets to manage liabilities.

Table 16. Percentage (%) of farms in each grouping for total assets and

total liabilities

Total Total assets
liabilities

<£200k | £200k - | £500k - | £1m - £2m+ Total

<£500k | <E£1m <£2m

£0 - 3% 4% 19% 12% 2% 40%
<£10k
£10k - 3% 3% 7% 8% 2% 22%
<£50k
£50k — X 2% 6% 8% 2% 18%
<£200k
£200k - X X 2% 6% 3% 12%
<£500k -
£500k+ X X X 2% 5% 7%
TOTAL 6% 9% 34% 37% 14% 100%

Source: Figure E3 Farm incomes in Wales, 2018/20191%4, Farm Business

Survey. X = Value not shown as it is based on fewer than 5 farms

114 Farm incomes in Wales, 2018-19 (gov.wales)
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7.252 Overall, the position described here may remain unchanged under the

policy option. However, increased market price volatility may mean
farmers perceive their ability to service debt may be reduced. This may
lead them to adopt strategies such as seeking to reduce overall liabilities

through, for example, realising a portion of their total assets.

Farm household income

7.253 Farm Business Income (FBI) is likely to cover only a portion of the

income entering the broader farm household. Data from England shows in
2014/15'5, FBI accounted for 68% of Farm household Income'6. 91% of
farm households had off-farm income from the principal farmer or their
spouse or common law partner. Around half of principal farmer households
obtained at least 50% of their non-farm income from unearned sources

such as investments and pensions.

7.254 A survey of Welsh farm households in 2010%' found that 41% had

non-farming as well as farming incomes, with 39% of very small farms

seeing off-farm income as the most important source of income.

7.255 A survey'® of very small and small farms?'® in Wales concluded that,

for these farms, economic size (as defined in terms of Standard Output) is
not a reliable guide to household income levels. The most frequently cited

source of income was trading surplus (sales minus production costs) from

farming activity (91%), followed by BPS (76%), off-farm wages, salaries

and self-employment earnings (64%), environmental payments (54%),

pensions (46%), on-farm diversification (35%) and return on investments

such as rental income (33%).

115 Defra (2016) Farm Household Income and Household Composition: Results from the Farm
Business Survey, England 2014/15. This is the latest year that farm household income data

has been published.

116 Farm household income comprises Farm Business Income (including that from diversified
enterprises), the off-farm income of the principal farmer and their spouse/common law partner

and income from other household members.

117 Wales Rural Observatory SURVEY OF FARMING HOUSEHOLDS IN WALES.doc
(walesruralobservatory.org.uk)

118 Bradley, Hill, O’Prey, Griffiths, Williams (2021) Understanding farmer motivations: Very
Small and Small farms Final report: Appendix.

119 Very Small farms have a turnover (standard output) of under €25k; Small farms have a
estimated turnover (standard output) of €25k - €125k.

n
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7.256 This demonstrates a complex approach to on-farm decision making,
with a range of contributing factors aside from FBI. Additional sources of
income are likely to mean that many farms are more robust and resilient to

market changes than suggested from analysis of FBI alone.

Farm Employment

7.257 The farming sector involves a range of ways of using labour, including
partners in the business, casual work, unpaid work and other informal
arrangements.

7.258 Estimates for the farming workforce differ depending on which types
are covered. There is also a difference between simple headcounts and
estimates that calculate the amount of work done to arrive at a Full Time
Equivalent figure.

7.259 In 2021, the Welsh Agricultural Survey estimated total farm
employment'?® (regular and casual workers) on all farms in Wales as
50,401 people, of which:

a) 35% were full time principal farmers, directors, business partners and
their spouses;

b) 40% were part-time principal farmers, directors, business partners and
their spouses;

c) 25% were total regular and casual workers.

7.260 The Survey shows that total employment (regular and casual workers)
on all farms in Wales has fallen from 57,828 in 2010 to 50,401 in 2021, a
fall of 13%.

7.261 The Survey also estimates full-time equivalent workers required based
on a weighted sum of land areas and livestock numbers, rather than a
direct observation. This gives a Standard Labour Requirement of around
34,000 full time equivalents. How comparable this is with estimates of full-

time equivalents in other sectors is not clear.

120 Survey of agriculture and horticulture: June 2021 | GOV.WALES
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7.262 Labour Market estimates'?? for January 2022 show the total number of
paid employees in Wales is 1.29 million. Agricultural employment of
¢.50,000 therefore represents about 3.8% of total employment in Wales.

7.263 In this policy option, it seems likely that the slow decrease in total on-
farm employment (noted for the period 2010-21) could continue. There is
the potential for a larger decrease if market changes resulted in reduced
FBI, industry re-structuring, or farms moving from full to part-time, as

simulated in the EU Trade Scenario.

Rural Economy

7.264 Wider impacts of agriculture on rural employment can be considered
through economic multipliers that give an estimate of short-term economic
changes. Multipliers are used in the short term as a longer-term change is
likely to result in adjustments within the economy, which reduce the initial
impacts.

7.265 Multipliers'?? can be either:

a) Type |, which takes account of the direct effect (the change in output in
the industry subject to the initial change in final demand) and the indirect
effect (the effect on the output of industries supplying the industry
originally subject to a change in final demand.)

b) Type II, which attempts to incorporate an induced effect (the effect
arising from changes to consumer expenditure due to effects on
household income following changes in employment as a consequence of

the direct and indirect effects).

7.266 One approach to the estimation of economic multipliers is through the

use of input-output tables!?3.

121 Welsh Government Statistical Bulletin - Labour Market Overview, February 2022

122 We do not quantify these jobs as part of the CBA, as per Green Book guidance. If
guantified, following adjustment for leakage, displacement and substitution the multiplier
would be expected to be lower

123 The input-output multiplier approach assumes constant returns to scale (fixed technical
coefficients), so that a change in output leads to a fixed proportional change in inputs, and
also assumes excess capacity available to readily accommodate increases in material and
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A 2021'* study suggested multipliers for different

sectors of Welsh agriculture are:

Table 17. Output and Employment multipliers by sector (Wales)

Sector Output Type 1 | Output Type 2 | Employment

Cereals 1.14 1.40 1.20
Potatoes 1.17 1.48 1.15
Horticulture 1.14 1.43 1.16
Cattle 1.70 2.22 1.21
Sheep 1.69 2.20 1.21
Pigs 1.05 1.35 1.17
Poultry 1.46 1.92 1.17
Dairy 1.72 2.22 1.22
Mean 1.38 1.78 1.18

7.267 Other modelling*?%, looking at the impact of Pillar 1 and Pillar 2
payments on off-farm employment in the UK, has suggested, ‘the
contribution to employment in the agricultural supply chain of Pillar 1 is
about 17 per cent and of Pillar 2 about 14 per cent (estimated elasticities
in the static model are 0.17 and 0.14, respectively). Clearly, per Euro
spent, the contribution of Pillar 2 again is higher than Pillar 1. The fact that
CAP payments show higher overall employment creation in the agricultural
supply chain compared to the rest of the economy suggests farmers’
spending on production and consumption activities, along the supply

chain, generates spillovers and is important for non-farm employment in

labour input requirements at existing prices and wages. As a single input-output table for
Wales, inter-regional effects with the rest of the UK are not fully reflected.

124 Thomson, S., Revoredo-Giha, C., Atterton, J., Meador, E. and McMillan, J. (2021)
Evaluating the significance of agri-supply chains in rural economies: Inter-industry
dependency insights from disaggregating UK Input-Output tables. Project report to Defra.
SRUC. The authors note a lack of inter-regional trade data between UK regions is likely to
have exaggerated the multiplier estimates for Wales.

125 Rizov, Davidova & Bailey (2018). Employment effects of CAP payments in the UK non-
farm economy, European Review of Agricultural Economics Vol 45 (5) (2018) pp. 723-748
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spite of subsidy decoupling. The study notes that, in terms of overall

employment, the magnitude of the overall estimated effect is 1.4% which is

relatively small but of economic significance.’

7.268 The economic importance of farms within the local economy can be

considered using the 2019-2020 Farm Business Survey, which shows

estimated levels of business expenditure for certain business expense

categories. This expenditure is likely to impact positively in the rural

economy (Table 18). Note the range around the average is wide, masking

the variability between farms.

Table 18. Estimates of off-farm expenditure by farm type, £ per farm

Hill and | Lowland | Hill Hill Upland | Lowland
upland | dairy Sheep | Cattle | Cattle | Cattle
dairy farms Farms | and and and
farms Sheep | Sheep | Sheep
Farms | Farms
Number of 55 47 80 118 75 46
farms in
sample
Feeds — 110,358 | 134,747 | 14,286 | 18,408 | 10,982 8,661
purchased
concentrates
Veterinary & 13,772 16,217 | 5,476 | 5,278 3,799 3,195
medicine
Fertilisers 20,653 22,261 | 5,439 | 7,223 6,996 6,940
Machinery — 3,261 4,108 716 970 903 1,155
contract
Machinery — 12,205 14,153 | 5,731 | 6,160 5,308 5,458
fuels
TOTAL 160,249 | 191,486 | 31,648 | 38,039 | 27,988 25,409

Source. Farm Business Survey for Wales 2019-20
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7.269 The demand for agricultural inputs and services occurs within the
“local” agricultural economy (“local” in this context is highly variable
between different areas) with some large elements of the expenditure
going outside of Wales, to England (especially for farms near the border)
and beyond??®,

7.270 The study cited above!?” suggests that, ‘although in theory decoupled
from farm output, Pillar 1 payments do in fact affect the supply and
demand linkages between farms and firms.” Further, ‘CAP payments play
a very important role for job creation in the industries up- and downstream
of agriculture. It is interesting that the effect of Pillar 1 remains larger than
Pillar 2.” However, when looking only at the impact on employment in rural
areas (again at a UK level), it is suggested that, ‘the contribution of Pillar 2
to rural employment is higher (1.2 per cent) compared to the contribution
of Pillar 1 (1.0 per cent).’

7.271 A 2021 review!?® of the Sustainable Management Scheme (SMS)
reported, ‘Several projects highlighted how they were contributing to
increased spending in the local community by using local contractors such
as mechanics, builders’ merchants, and web designers for all possible
activity under the auspices of SMS. This additional spending was claimed
by projects as adding a much-needed boost to the local economy...Other
projects felt that the improvements made to the landscape would attract

more visitors and thereby increase local spend.’

A 2014 study?® from Scotland notes that:

a) economic and social resilience are not separate components of
resilience but are complementary. Strengthening economic resilience

enables increase in social resilience. Progress in one of the areas brings

126 For example, in 2019, the value of fertilizers imported to the UK reached nearly 1.1 billion
U.S. dollars. Source; « UK imports of fertilizers 2012-2019 | Statista

127 Rizov, Davidova, & Bailey (2018) Employment effects of CAP payments in the UK non-
farm economy, European Review of Agricultural Economics Vol 45 (5) (2018) pp. 723-748
128 Bebb & Bryer, OB3 Research with contributions from Rob Owen and Sue Rice, BRO
Partnership (2021) Sustainable Management Scheme: Process evaluation and Theory of
Change, report for Welsh Government

129 Steiner & Atterton, 2014, 'The contribution of rural businesses to community resilience’,
Local Economy, vol. 29, no. 3, pp. 228-244
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progress in the other; consequently, if economic resilience declines, social
resilience is also likely to decline;

b) one of the roles of the private sector enterprises is to enhance rural
community resilience. They do that through their adaptive capacity and the
ability to adapt to stresses and changes. Rural private sector enterprises
help to transform rural communities into more sustainable and vibrant
places. This ‘adaptive capacity’ means that they are important in shaping

and re-shaping the lives of rural citizens.

7.272 The positive impact on on-farm and off-farm employment of BPS,
Glastir and other RDP-funded projects and programmes, under this policy
option, would continue to contribute to the social resilience of rural
communities. However, as noted above, reduction in economic resilience
would negatively impact social resilience. Changes in market prices, as
demonstrated in the ERAMMP Land Use Scenarios, resulting in reduced

farm viability could therefore have a negative effect on rural communities.

Changes in market conditions since the IMP modelling was undertaken

7.273 The UK Agricultural Prices'® Index provides annual data for prices of

agricultural outputs and inputs for the UK.

Table 19: Key UK Agricultural Prices Index points for the year to March
2022

Output prices Input prices

e The price index for agricultural e The price index for agricultural inputs
outputs increased by 11.8% increased by 25.4%.

e The largest upward contribution to e The largest upward contribution to
the inflation rate for agricultural the inflation rate for agricultural inputs
outputs was: milk (4.9%), wheat was: fertilisers and soil improvers
(2.2%), and oilseed rape (1.6%). (10.4%), energy and lubricants

130 AP| — Index of the prices of agricultural outputs and inputs — statistics notice (data to
March 2022) - GOV.UK (www.govV.uk)
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e The largest downward contribution
was: sheep and lambs (-0.5%),
forage plants (-0.4%), and fresh
vegetables (-0.3%).

(3.4%), and compound feeding stuffs
(3.2%).

7.274 Price indices for agricultural outputs and inputs to March 2022 (2015 =

100), and the year-over-year inflation rate are shown in Table 20.

Table 20. Price indices for agricultural outputs and inputs and the year-

over-year inflation rate

Outputs March 2022 index 12-month inflation rate (%)
(2015 =100) to March 2022
All agricultural outputs 144.1 11.8%
Crop products 165.5 14.4%
Cereals 201.3 20.9%
Wheat 198.6 14.8%
Barley 216.7 51.6%
Animals and animal 132.3 10.1%
products
Cattle and calves 130.1 11.2%
Sheep and lambs 151.3 -7.5%
Milk 150.2 23.9%
Inputs
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All agricultural inputs 149.9 25.4%
Goods and services 154,5 27.2%
currently consumed in

agriculture

Seeds 122.0 3.7%
Energy and lubricants 168.5 42.9%
Fertilisers and soil 250.7 127.6%
improvers

Plant protection 159.5 10.8%
products

Animal feeding stuffs 154.2 19.3%

7.275 The IMP assumptions are for long term changes to output prices after
the UK has left the EU: Milk +1.2%, Beef +3% and Lamb -1%, compared
to a 2015 baseline. See Annex C for full list of prices used in the IMP.

7.276 The ERAMMP prices for outputs and inputs assume zero or low
change compared to the 2015 baseline. The actual rate of inflation (year to
March 2022) for all inputs and outputs is much higher than the changes
assumed by ERAMMP, which were produced in 2019 and used the
changes to farm-gate prices modelled by FAPRI3L, This was before the
UK left the EU and before the increasing rate of inflation in 2021 and the
Russian invasion of Ukraine in 2022.

7.277 However, the ERAMMP model applies a long-term change to output
and input prices, rather than short term shocks. It is unclear how long the
current high rate of inflation for agricultural inputs and outputs, recorded by
the API, will last.

131 FAPRI-UK Brexit Report - FINAL Clean.pdf (afbini.gov.uk)
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7.278 In terms of the ERAMMP modelling results, it is difficult to estimate with
confidence the timescale and therefore the net impact of price changes.
Sustained higher output prices would result in fewer full-time farms being
under pressure and fewer farms simulated to transition. Sustained higher
input prices would put more full-time farms under pressure and simulated
to transition out of full-time farming.

7.279 Table 20 shows annual inflation at 11.8% to March 2022 for agricultural
outputs and 25.4% for agricultural inputs. If this balance (higher input
inflation than output inflation) is sustained, then in terms of the ERAMMP
model outputs it could suggest:

a) Farms staying the same — fewer stay the same, with a greater
number leaving full-time agriculture;

b) Farms changing type - little change in farms simulated to change
type as there are few alternative farm type options;

c) Farms under pressure — more farms under pressure in upland and hill
areas (DA/SDA)

d) Farms leaving full-time agriculture — more farms leaving full-time

agriculture, mainly in the upland and hill areas (DA/SDA).

IMPACTS ON LAND MANAGEMENT

Stocking

7.280 The 2021 Wales Survey of Agriculture and Horticulture shows:

a) Between 2010-21 sheep and lamb numbers increased by 15% (from
8.24m to 9.46m), the number of breeding ewes increased from 3.88m to
4.37m,;

b) In the same period, there was an overall decrease of just under 1% in
the number of cattle and calves, reflecting a decrease in the beef herd.
Dairy numbers increased by 13%.
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7.281 The longer term simulated changes in livestock numbers under the EU
Trade Deal scenario are shown in Table 21. The simulated decrease in
sheep numbers is the result of farms leaving full-time agriculture and farms
transitioning to alternative farm types. The dairy increase is a

consequence of viable farms transitioning to dairy.

Table 21. Simulated changes in Grazing Livestock Units (GLUSs) in the
EU Trade Deal scenario (T2)

% change in Grazing Livestock Units
(GLUs)

Beef GLU +0.7%

Dairy GLU +73%

Sheep GLU - 34%

7.282 Table 22, from the Glastir Monitoring and Evaluation Programme?32
shows the percentage of survey respondents reporting change in the
number of grazing livestock, attributed to a Glastir Scheme agreement.

7.283 The report noted that where an increase in stock numbers occurred,
the factors influencing this, other than scheme participation, most
frequently included:

a) change in market prices (28%)
b) availability of land to rent (24%)
c) change in the availability of staff (3%) and

d) seeking to improve income (7%).

7.284 The report concluded there is evidence of a net decrease in total
breeding ewe numbers on farms participating in the Advanced level of the

Glastir scheme. Change occurs on only a proportion of farms in scheme

132 Anthony, S; Stopps, J & Whitworth, E (2017) Wales Farm Practices Survey. Statistical
Analysis and Main Results. Annex 3. In: Emmett B.E. and the GMEP team (2017) Glastir
Monitoring & Evaluation Programme. Final Report to Welsh Government (Contract reference:
C147/2010/11). NERC/Centre for Ecology & Hydrology (CEH Projects:
NEC04780/NEC05371/NEC05782)
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and is less than background rate of change occurring on non-scheme

farms due to other market factors.

Table 22. Reported stock change in Glastir scheme participants

number of livestock

across all farms

Sheep Beef Beef Dairy
(n =184) Suckler Finisher | (n=42)
(n=113) | (n=24)
Percent of survey 20% 10% 0% 5%
respondents reporting
Stock Decrease
Percent of survey 5% 8% 4% 10%
respondents reporting
Stock Increase
Net % Change in the - 4% - 2% 2% 1%

7.285 Changes in stocking over the longer term under this policy option are

difficult to estimate. As noted in the previous section, there are many ways

in which a business may respond to market changes, not all of which

involve stock changes. However, the EU Trade Scenario suggests longer

term responses to changes in market conditions could involve changes in

stocking with a move towards sectors with higher profit margins and a

decline in sectors vulnerable to the changes in prices. Responses to the

above Glastir survey also suggest stock numbers might increase amongst

participants in response to market conditions in the future. This could

influence the benefits being delivered by Glastir in this policy option.
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Land Use

7.286 Table 23 shows the longer-term consequence of the simulated
changes!® in the status of full-time farms.

7.287 An intensification of managed grassland systems is simulated, with a
66% increase in the area of temporary grass. This is associated with the
increase in dairy numbers and decrease in sheep. The area of woodland
on full-time farms also reduces, this is again reflective of farms leaving full-
time agriculture as opposed to woodland being felled.

7.288 A total of 6,060ha new woodland is simulated to be planted on farms
leaving full-time agriculture. Most of the new woodland comes from tree
planting (4,679 ha) rather than from natural regeneration (1,381 ha). The
model indicates tree planting My occur if the land generates a positive Net
Present Value (NPV) and is suitable for tree growth (i.e. not too steep, not
peat soil or protected designated area). If the NPV is not sufficient to cover
the investment costs of tree planting, natural regeneration to unmanaged
woodland is simulated.

7.289 It is possible some or all of this land simulated to full-time agriculture
may transfer to neighbouring farms and continue to be farmed, but model
rules do not allow for this possibility. If the land continued in agriculture,

the resulting environmental outcomes would vary.

Table 23. Simulated longer-term changes in land use under EU Trade

Scenario3* (T2)

EU Trade % change
2015 scenario
baseline (T2)
Arable land (ha) 65,859 65,554 -0.5%
Temporary grass (ha) 14,2724 237,099 +66%

133 Changes in land use are driven by on-farm economics and land suitability. They do not
take into account skills or cultural and behaviour responses

134 This does not include any change in climate, or other future changes in prices/costs driven
by factors outside the modelled scenario (T2)
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Permanent grass (ha) 46,7703 368,419 2104
Rough grazing (ha) 24,8431 246,361 -0.8%
Broadleaf Woodland 49,615*

(ha) 51,809 -4.2%
Conifer Woodland (ha) 17,295 10,915* -36.9%

* Woodland areas are those on remaining full-time farms, this does not

include the estimated 6,060ha of new woodland on farms simulated to leave

Land Management practices

Glastir

full-time agriculture.

7.290 Estimated changes in farm practice from Glastir'3® are in Table 24.

Table 24. Farmer actions under Glastir (2012-2016)

Issue % of Glastir participants taking actions

Farms taking action | Dairy
for business

improvement

59% Fuel &
Energy Efficiency
62% Nutrient
Efficiency

79% Animal
Health

23%
Diversification
51% Water Use
Efficiency

Beef & sheep

28% Fuel &

Energy Efficiency

32% Nutrient
Efficiency

62% Animal
Health

23%
Diversification
26% Water Use
Efficiency

Farms taking action | Dairy

for adaptation to

Beef & sheep

135 GMEP-Final-Report-Exec-Summ-2017.pdf
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climate change
threats

9% Flooding e 9% Flooding

9% Drought e 7% Drought
22% Soil erosion e 13% Soil erosion
13% Biodiversity e 11% Biodiversity
27% Pest & o 20% Pest &
disease disease

36% Heat stress e 18% Heat stress

% increase in farms taking action compared to

non participants

Increase in number
of farms restoring or

creating woodland

11% increase for Glastir Entry participants
20% increase for Glastir Advanced

participants

Farmers taking
action to combat

biodiversity loss

13% increase in farms taking action

26% more likely to have established
vegetation and uncultivated buffer strips

15% more likely to have left stubble in fields to

provide over-winter cover

Farms taking action
on freshwater

quality

29% more likely to have fenced off streams
6.8% more farms covering manure heaps
8% increase in calibration of manure

spreaders

Farms taking action

on soil quality

10% increase in the likelihood of carrying out
soil nutrient testing
10% increase in the likelihood of calibrating

fertiliser spreaders
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7.291 GMEP*3 also recorded changes in farm management practices on
Non-Scheme Farms (i.e. farms not in an agri-environment scheme)
between 2009 and 2016%’. This reported:

a) Evidence for a background level of improvement in Welsh farm
practices between 2009 and 2016. This was patrticularly the case for
manure management on cattle and sheep farms. A significantly higher
number of non-scheme farms completed Manure Management Plans and
acted upon these by implementing a greater number of specific actions.
b) A significant positive change in non-scheme farms claiming to have
carried out individual nutrient management actions between 2009-2016.
These actions related to more efficient use of resources and control of
diffuse water pollution, such as soil nutrient testing and calibration of
fertiliser spreaders.

c) The completion of soil assessment or protection plans significantly
decreased between 2009-2016 which can be attributed to the change in
GAEC requirements under Cross Compliance. However, there was an
increase in uptake of specific soil management actions, particularly by

dairy farms on grassland fields.

7.292 Changes in practice both as a result of Glastir and the background
level of improvement could be expected to continue under this policy
option. This would depend on continued membership of current schemes
(or continuation of the above actions outside of scheme membership) and
responses to any changes in market conditions.

136 Anthony, S; Stopps, J & Whitworth, E (2017) Wales Farm Practices Survey. Legacy and
Synthesis. Annex 4. In: Emmett B.E. and the GMEP team (2017) Glastir Monitoring &
Evaluation Programme. Final Report to Welsh Government (Contract reference:
C147/2010/11). NERC/Centre for Ecology & Hydrology (CEH Projects:
NEC04780/NEC05371/NEC05782)

137 In order to establish whether there had been an improvement in Welsh farm practices
without the effects of scheme, 2009 and 2016 Welsh Farm Practice Survey respondents that

had no history of participation in any of the Welsh agri-environment schemes were compared.
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Nutrient Use

7.293 Given the increase in dairy GLUs at the expense of sheep, there is a
large simulated increase in Nitrogen loading from dairy excreta. The
transition to dairy systems, and rotational grass systems, increases N
fertiliser loading. Overall, the total N loading increases substantially (Table
25).

Table 25. Percentage change in Nitrogen loading from fertiliser and
livestock (sum of direct excreta, manure and slurry) under EU Trade

Scenario

Source Change

N Fertiliser (KT N) +24.9%
Dairy excreta (KT N) +72.9%
Beef excreta (KT N) +0.2%
Sheep excreta (KT N) -42.0%
TOTAL Change +21.2%

IMPACTS ON ENVIRONMENTAL BENEFITS

Water Quality - Change in N, P and sediment load

7.294 Table 26 shows a summary of estimated change in water quality from
2015 baseline values for Wales for N, P and sediment load under the EU
Trade Deal scenario. This accounts for industry responses to change in
the trading environment. There is an estimated increase in some modelled
pollutants, with the greatest proportional increase in N (+26%), then P
(+11%).
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Table 26. Simulated change in water quality in EU Trade Scenario (T2)

Baseline EU Trade Change % change
Scenario
Nitrate kt NOs N | 30.11 38.00 7.89 26%
Phosphorus kt P | 0.72 0.80 0.08 11%
Sediment kt 194 194 -0.37 0%

7.295 These changes reflect the relative contributions of different agricultural
land uses to these different pollutant types, and the pattern of agricultural
change. An increase in dairy with increased nutrient inputs, set against a
contraction of rough grass, sheep and beef cattle. Dairy farming causes
more N and P pollution per hectare, when compared to other land uses,
these findings are therefore to be expected.

7.296 When changes in N, P and sediment are mapped at the Water

Framework Directive catchment level:

a) There is a simulated increase over much of Wales for N, P and
sediment load.

b) Decreases in N and P can be seen in some catchments, with many
catchments predicted to have decreased sediments (increase in sediment
loading where dairy expands, a reduction for catchments with a reduction
in sheep).

c) Drinking water N status'®® is simulated to deteriorate in areas with

expansion of dairy.

7.297 Under this policy option, reductions in agricultural pollution loads
delivered by Glastir contracts (not modelled in IMP) could be expected to

continue:

138 This status relates to the drinking water directives and not the WFD.
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a) - 1.0% Nitrogen
b) - 0.94% Phosphorous
c) - 0.11% Sediments

7.298 This indicates that current benefits delivered by Glastir under this policy
option may not be sufficient to offset potential decreases in water quality
arising from industry changes which may occur in response to future
market conditions. The simulated scenario shows pressure to move
towards more intensive systems which, unless accompanied with
measures to reduce losses of nutrients to air and water, have the potential
to have detrimental effects on water quality.

7.299 There are likely to be regional differences over the longer term under
this option, with areas where farms move to more intensive systems
seeing the potential for worsening water quality in comparison to other
areas where farms may leave agriculture or move into more extensive

systems.

Air quality

7.300 Table 27 shows PMz2.s concentration for the baseline and average
changes in ammonia, and PM2s concentration in the EU trade deal
scenario. This estimates an increase in ammonia, reflecting the shift to

dairy, and an increase in average PMzs concentration.

Table 27. Simulated changes in Ammonia and PMzs under the EU Trade
Deal Scenario (T2)
Average change in NHs (kg) +11,938

Average change in PMzs +0.03

concentration (ug/m?)

Life Years Lost due to air quality

7.301 Impacts on human health depend on the number of people exposed

and the level of pollution. The impact of PM2.5 levels is measured in Life
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Years Lost. This metric is the loss of life years across the population in the
area of study. A decrease in the number of Life Years Lost is a positive
outcome.

7.302 PM2.5 concentrations are simulated to slightly increase (+0.04 pg/m3)
on average for Wales under the modelled scenario (T2) because of
increased NH3 emissions. Deterioration of air quality reflects the negative
impact of agricultural intensification which outweighs the positive impact of
new woodland creation.

7.303 This leads to a net health dis-benefit of annual increases in 59.5 Life
Years Lost.

7.304 At a national scale the scenario simulates an incidence of increased
PM2.5 concentration, particularly in the more populated areas. This is
particularly in South Wales Central (Cardiff) and North East Wales.

7.305 Glastirl39 is estimated to have delivered the following impacts on air

quality:

a) - 0.79% reduction in Nitrous Oxide of which:
b) 0.40% reduction from changes in fertiliser usage;
c) 0.31% reduction from changes in stock numbers;

d) 0.08% reduction from other Glastir actions.

7.306 These Glastir benefits are primarily driven by fertiliser and stocking.
Under this policy option, should intensification of grassland systems and
increases in stock arise from changes in market conditions (as simulated
in the EU Trade Scenario), these benefits may not be sufficient to offset
wider increases in emissions and air quality could worsen. There would be

regional differences in these impacts.

Biodiversity

7.307 Biodiversity is valued in ERAMMP in its contribution to the state and

function of ecosystems and associated services and stocks. This approach

139 Annex 5: Glastir Final Report (2017) Resources | Glastir Monitoring and Evaluation
Programme (gmep.wales)
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is in line with ONS Natural Capital Accounts!*® and The Dasgupta Review
of Economics of Biodiversity4!-

7.308 The ERAMMP model does not provide an intrinsic valuation of
biodiversity in relation to individual species. Aside from the economic
challenges associated with valuation of species and biodiversity, the data
or the individual species-specific vortex type models to enable national

scale modelling is too sparse.

Biodiversity - Overall bird population change

7.309 Increases and decreases in bird population sizes are an inevitable
consequence of changes in land use. Under the EU Trade Deal scenario,
there was a simulated increase in the cover of maize and rotational grass
because of an increase in dairy. There was also movement of some
farmland out of agriculture and an increased area of woodland, particularly
coniferous woodland in upland systems.

7.310 The vast majority of bird species are simulated to slightly decrease in

population size under this scenario. Most changes are non-significant.

Table 28. Simulated % of bird species changing under the EU Trade Deal

scenario
% bird species changing
Significant Increase 3%
Possible Increase 0
No change 71%
Possible Decrease 9%
Significant Decrease 18%

7.311 The majority of species predicted to significantly increase were those
specialising in woodland habitats. Potential reasons for this include the low
utilisation of maize fields and coniferous forests by bird species, compared

to the habitats that are predicted to replace the latter.

140 Natural Capital - Office for National Statistics
141 Final Report - The Economics of Biodiversity: The Dasgupta Review
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Biodiversity - Habitat suitability for plants

7.312 Table 29 shows the predicted changes in habitat suitability for plant
species over a 25-year period for the EU Trade Deal scenario.

7.313 The proportion of farms simulated to remain as the same farm type
under this scenario results in few significant changes in habitat suitability
for plants in the three specialist groups.

7.314 Increases in woodland are associated with farms leaving full-time
agriculture, a movement that results in an estimated increase in favourable

niche space for many woodland specialists.

Table 29. Simulated change in habitat suitability for plant species over

25 years (EU Trade Scenario)

All Arable Woodland Common

species | species species Standards
Monitoring (CSM)
species (specialist
plants of other

semi-natural

habitats)
No change 182 11 50 127
Significant 113 0 24 91
decrease
Significant 61 2 21 45
increase
Total 356 13 95 263
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7.315 The GMEP evaluation found changes in habitat suitability as a result of

Glastir participation for 75% of the 21 plant species modelled, resulting

from de-intensification of vegetation management and changes in soil

properties. It could be assumed these benefits are maintained in this policy

option, depending on the continuation of appropriate habitat management.

7.316 Overall, this policy option does not suggest any increase in agricultural

land being managed for biodiversity. As outlined previously, individual farm

responses to future changes in market conditions are likely to be varied

and driven by a range of factors.

Land Use, Land-Use Change and Forestry (LULUCF) Greenhouse Gas

Emission Inventory; and non-LULUCF categories

7.317 This section outlines simulated changes in stocks and emissions from

the EU Trade Deal Scenario (T2).

Table 30: Simulated changes in stocks and emissions under T2

Agricultural and wetland GHG

emissions change

LULUCF carbon, hedge carbon,

woodland management carbon

For agricultural and wetland GHG
emissions change, the following are

modelled:

1. annual emissions for baseline;

2. annual emissions for scenario;

3. change in the annual emissions
from baseline to scenario
(difference between values 1 and
2);

4. cumulative change in emissions
to year 2025 and 2050 (value 3
multiplied by 5 and 30

respectively).

For LULUCF carbon, hedge carbon,
woodland management carbon, the

following are modelled:

1. total stocks in the soil and
biomass pool for baseline (where
possible);

2. total stocks in the soil and
biomass and harvested wood
pool for the scenario in the year
2025 and 2050, calculated
accounting for nonlinear rates of

change from the baseline;
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. change in the total stocks in the

soil and biomass and harvested
wood pool for from baseline to
scenario by year 2025 and 2050
(difference between values 1 and
2);

. change in the total stocks as CO2

equivalent, representing the
change in atmospheric GHG due
to net carbon transfer between
the soil/ biomass/wood and the
atmosphere (value 3 converted to

COz2 equivalents).

Annual emissions for agricultural
GHG and wetland GHG are
modelled, and then cumulative

change over time is calculated by

multiplying by the number of years.

That is because these systems,
broadly speaking, create GHG
emissions each year and have a
direct relationship between
management and average annual

emissions.

For carbon stocks (LULUCF carbon,
hedge carbon, and woodland
management carbon), change is
nonlinear over time in response to a

change in the system.

Change occurs in response to land
use or management change,
creation of woodland or hedge, but
we assume no net emissions if no

change.

The change represents a transfer of
carbon from being stored in the soil
and biomass to atmospheric carbon
or vice versa. Because of this, total
change is reported for a specific
year, rather than as an annual

average.
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LULUCEF provides a baseline stock
for the soil and biomass pool.
Calculating baseline is more difficult
for hedges and existing woodland as
data on species, condition, and
management is poor, this has not

been attempted.

Table 31. Annual agricultural GHG emissions (ktCO2elyr)

2020 2050 Change
Agricultural GHG flux total 4,816 6,243 1,427
Of which:
Agricultural GHG flux as 1,464 345
1,809
N20
Of which
Agricultural GHG flux as 3,352 1,083
4,435
methane

Table 32. Cumulative total of annual agricultural GHG emissions
(ktCO2zelyr)

End value 2050 Cumulative total
Baseline value (ktCO2elyr) additional emissions by
(ktCO2elyr) 2050
(ktCO2e)
42,823 Additional
4,816 6,243 agricultural GHG flux

7.318 The agricultural GHG emission increase reflects the large simulated
increases in dairy and arable/grass rotations, which are not offset by
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smaller decreases in beef cattle and sheep. This, combined with an
increase in area under arable grass rotations, increases N20 emissions.
By 2050, estimated increased agricultural GHG emissions, largely

attributable to the expansion of dairy, amount to 42,823 ktCO:e.

Land Use — change in carbon stocks
Table 33. Cumulative change in carbon stocks

LULUCF category Change to 2050

Cropland (4B) and Cropland, loss of: 2,797
Grassland (4C) (ktCOze) Grassland, gain of: -15

Forest Land (4A) (ktCO2e) [ Gain of: -365

Harvested Wood products
(4G) (ktCO2e)

Gain of: -162

7.319 Carbon in cropland and grassland systems is simulated to be lost as
permanent and rough grassland transitions to arable grass rotation.
Smaller gains were modelled reflecting small areas of creation of new
woodland and shrub grassland. There was a net loss of carbon over
LULUCF categories 4 B, C, A and G of 2,255 kt COze to 2050.

Table 34.

End value 2050 Physical change to
2050

Baseline value

Stocks of 173,399 kt C | 171,144 Stocks of kt C
In Cropland (4B) and In Cropland and

8,269 ktCO2e

Losses from carbon

Grassland (4C) Grassland and new _
) stocks in LULUCF (4
(baseline forestry & forestry + harvested
AB,C & G)
harvested wood wood products (4 A,B,C

products not estimated) | & G)

7.320 The total change in carbon stocks for all LULUCF categories in the
table above (i.e. cropland & grassland, forest land and harvested wood
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products) are equivalent to an estimated increase in atmospheric GHG of

8,269 ktCO2e by 2050.

Wetlands — change in GHG emissions

Table 35.

. End value 2050
Baseline value

Physical change to

(ktCO2elyr) 2050
(ktCO2elyr)
(ktCO2e)
-34
Additional emissions
873 872

from wetlands (4D)

7.321 GHG emissions from wetlands decrease slightly, reflecting the small

area of peatland simulated to come out of agriculture. By 2050, the

estimated reduction in wetland GHG emissions amount to 34 ktCO2e.

As shown in Table 36, the modelled scenario shows a net increase in GHG

emissions to 2050.

Table 36. Summary of estimated change in carbon stocks and GHG

emissions

Category Cumulative | Cumulative
Inventory category: total change | total change
(Note: Negative in in
numbers indicate atmospheric | atmospheric
sequestration or GHG 2020- GHG 2020-
avoided emissions) 2025 2050
(ktCO2e) (ktCO2e)

Agriculture Additional agricultural
GHG flux (KtCO2eq) 7,137 42,823

218



Land Use Losses from carbon
stocks in Land use
change and forestry +
harvested wood
products (4A, 4B, 4C &
4G)14? (KtCO2eq)

2,960 8,269

Wetlands Additional emissions
from wetlands (4D) flux
(KtCO2eq)

Hedgerows Not estimated

Woodland

management

Not estimated

TOTAL

10,091 51,058

Table 37. Summary of simulated changes in ecosystem

services/disservices and biodiversity for 2050

Issue

Cumulative change 2020- 2050

Greenhouse gas emissions and carbon

stock

Additional agricultural GHG flux (increases

in emissions of carbon) (1)

+42,823 ktCOze

Losses from carbon stocks in land use
change and forestry + harvested wood
products (increases in emissions of
carbon) (2)

+8,269 ktCO2e

142 Forest Land (4A), Cropland (4B), Grassland (4C), Wetlands (4D), Settlements (4E) Other

Land (4F) harvested wood products (4G)
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Additional wetland GHG flux (reduction in

carbon emissions from wetland) (3)

-34 ktCO2e

Hedgerows

Not estimated

Woodlands

Not estimated

GHG (increases in net GHG emissions from

agriculture, land use change and wetlands)

(4)

+51,058 ktCOze

Air quality

Air quality - Average change in population
weighted PMzsconcentration across

unitary authorities

+ 0.04 pg/m?3

Public health —impact on life years lost

Air quality — Health impacts (5)

+60 life years lost each year

across the population

Pollution — increase in agricultural pollution

load

Change in annual agricultural loading,
nitrate (6)

+7.89kt NOzN

Change in annual agricultural loading, +0.08kt P
phosphorus (6)
Change in annual agricultural loading, -0.37kt Z

sediment (6)

Change in water quality

Water quality — WFD status due to N and P
(7)

65 water bodies deteriorating
3 water bodies improving

Biodiversity

Biodiversity — bird species (8)

19% of species predicted to
decline

3% of species predicted to
increase

Biodiversity — plant species (8)

32% of species predicted to
decline

*NB by 2040

17% of species predicted to
increase *NB by 2040
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a) The increase in emissions reflects the varying land use changes
predicted and the relative areas undergoing agricultural intensification or
coming out of agricultural use. The net increase in agricultural GHG
emissions is largely attributable to the expansion of dairy farming.

b) Land use changes create increases and decreases in carbon stocks
due to transitions between agricultural land use types (net loss) and
creation of new woodland (gains do not offset loss from transitions
between agricultural land use types). There is a net decrease in C stocks
by 2050.

c) The reduction reflects wetland coming out of agricultural use to either
short vegetation or natural woodland regeneration.

d) There are increases and decreases in different locations due to the net
impacts of changes in GHG from agricultural activity, land use change on
peat soils, and agricultural land use change and new woodland cover. The
size of negative value depends on the degree of agricultural intensification
and extent of agricultural land use change, and how much this is
counterbalanced by sequestration in new woodland and reduced
emissions from wetlands. There is a net increase in atmospheric GHGs by
2050.

e) Impacts on human health depend on the number of people exposed to
lower (or higher) pollution levels. There are increases and decreases in air
quality in different locations due to changes in agricultural emissions (+
and -) and where new woodland removes air pollutants.

f) The changes reflect the relative contributions of different agricultural
land uses to these different pollutants, and the pattern of agricultural
change. Dairy farming causes more N and P pollution, when compared to
other land uses

g) There are increases and decreases in water quality in different
locations due to changes in agricultural activity. Hence, the net number of
water bodies deteriorating and improving is shown. Deterioration of water
guality is mainly driven by agricultural intensification due to the expansion
of dairy farming. The figures show the expected changes in WFD status

due to changes in P and N.
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h) Improvements in biodiversity are significantly driven by the assumption
that land leaving agriculture goes through natural regeneration. Increases
and decreases in birdiplant population sizes are an inevitable consequence
of changes in land use. Under the EU deal trade scenario, an increase in
the cover of maize and rotational grass was simulated. In addition, there
was movement of some farmland out of agriculture and an increased area
of woodland, particularly coniferous woodland in upland systems. More
species are predicted to decline than increase in overall population size.
The majority of species that were predicted to significantly increase were
those that specialise in woodland habitats.

Other impacts on benefits

Table 38. Glastir Outcomes (2012-2016)

Issue Effect of participation in Glastir

Livestock numbers e - 3.9% reduction in breeding ewes
e - 1.7% reduction in suckler cows
e + 1.5% increase in beef finishers

e +0.8% increase in dairy cows

Reduction in fertiliser:

- 8.8% dairy farms

Manufactured e -12.2% cattle & sheep (DA and lowland)
Nitrogen on e - 4.5% cattle & sheep (SDA)
grassland

Reduction in fertiliser:

- 13.7% dairy farms
Manufactured e -9.4% cattle & sheep (DA and lowland)
Phosphorous on - 6.5% cattle & sheep (SDA)

grassland
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Decrease in national
agricultural pollutant

loads

- 1.0% Nitrogen

- 0.94% Phosphorous
- 0.11% Sediments

- 0.64% Methane

- 0.79% Nitrous Oxide

Carbon footprint

9.5% decrease in the average carbon
footprint of lamb live weight
18% decrease in the average carbon

footprint of milk

Biodiversity

Changes in habitat suitability for 75% of the
21 plant species modelled, resulting from de-
intensification of vegetation management

and changes in soil properties

7.322 It is reasonable to assume under this policy option at least the

maintenance of existing environmental outcomes, already achieved under

Glastir will continue, dependent on the continued application of the

management interventions under the scheme. However, as noted above,

these benefits may not be large enough to offset wider land use and

stocking changes which could occur in response to changing market

conditions.

Sustainable Management Scheme (SMS)

7.323 The SMS supports collaborative landscape-scale projects to improve

natural resources in a way that delivers benefits to farm and rural

businesses, and to rural communities. It also supports and facilitates co-

ordination with other schemes to improve resilience to impacts from

climate change.
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7.324 A 2021 evaluation'*® of the Sustainable Management Scheme (SMS)
records the environmental, social and economic activities undertaken by
participating projects.

7.325 The evaluation noted Almost all the projects interviewed felt that
without SMS funding it would have been unlikely that their activities would
have taken place. Their outcomes would not have been achieved without
the funding unless another source of funding had been secured. This
suggests a high level of additionality.

7.326 It is therefore reasonable to assume this collaboration would continue
although it is too early to have a final evaluation of the programme. We are
therefore unable to estimate the long-term impact of SMS on the delivery

of outcomes.

Cross compliance

7.327 Impacts of Cross Compliance have not been explicitly modelled or
quantified.

7.328 However, GMEP#* notes that Cross Compliance has generally raised
awareness of diffuse pollution issues. The European Environment
Agency** however concluded (from an EU level) that cross-compliance
has led to some reduction in pressures on the environment, for example
nutrient emissions. Yet, there is still non-compliance by farmers, cases of
infringement and potential for improving implementation at all levels.

7.329 It is therefore reasonable to assume this raised awareness, and any
associated changes in practice, would continue under this option.

143 Bebb & Bryer, OB3 Research with contributions from Rob Owen and Sue Rice, BRO
Partnership (2021) Sustainable Management Scheme: Process evaluation and Theory of
Change, report for Welsh Government.

144 Anthony, S; Stopps, J and Whitworth, E (2017) Wales Farm Practices Survey. Legacy and
Synthesis. Annex 4. In: Emmett B.E. and the GMEP team (2017) Glastir Monitoring &
Evaluation Programme. Final Report to Welsh Government (Contract reference:
C147/2010/11). NERC/Centre for Ecology & Hydrology (CEH Projects:
NEC04780/NEC05371/NEC05782)

145 European Environment Agency (2019) The European environment — state and outlook
2020. Knowledge for transition to a sustainable Europe
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Summary of quantified benefits

Table 39. Summary table of main quantified benefits valued in the Status

Quo policy option

Benefits

Present value
to 2025

Present value
to 2050

Type of value

Air Quality

-£4m

-£33m

Reduction in
costs of health
impacts from air

pollution

Water Quality

-£5m

-£22m

Benefit to people
from knowing of/
enjoying higher
quality freshwater

environments

GHGs

Benefit of
reducing GHG

sources:

Agriculture

-£1,681m

-£8,028m

Agricultural
sources (livestock

and inputs)

Land use

-£698m

-£1,707m

Land use

changes

Wetlands

£1.34m

£6.41m

Wetland sources

(peatlands)

Total GHGs

-£2,377m

-£9,728m

Benefit of
reducing
atmospheric GHG

concentrations
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from non-traded

sources

7.330 Methods and assumptions for these values are in the sources listed

be|OW146’147.

Changes to farm economy
Table 40. Simulated impacts on the farm economy, estimated from the
EU Trade Deal Scenario, (T2)

2050

Change in annual farm business income (With farm transitions) | +17%

Farms at risk of leaving full time agriculture +7%

Valuation results: Background information.

a) Price year: 2020

b) Present values: 25- and 50-year time horizon

c) Appraisal approaches and assumptions are HMT Green Book compliant
(e.g., 3.5% declining discount rate/ health discount rate for air quality)

d) GHG emissions are based on the LULUCF'*® approach which does not
include embedded emissions (these could be an additional 20-30%).

e) Updated carbon values:

f) Department for Business, Energy & Industrial Strategy (BEIS) conducted
a review and update of the carbon values for appraisal in September
2021.

g) Values have increased due to: new international targets (Paris
Agreement 2016); new domestic targets (net zero GHG by 2050); Brexit
(UK has left EU ETS and introduced UK ETS); and technology (costs of

146 Full details are contained in Dickie, I., Tinch, R., Dutton, A. & Jassi, J. (2020). Environment
and Rural Affairs Monitoring & Modelling Programme (ERAMMP). ERAMMP Report-27:
Valuation Methodologies. Report to Welsh Government (Contract C210/2016/2017)(UK
Centre for Ecology & Hydrology Project 06297) This is available on the ERAMMP website
ERAMMP Year-2 Reports (2020) | ERAMMP

147 ERAMMP Report-60 IMP Land Use Scenarios Final Report_en.pdf

148 | and Use, Land-Use Change and Forestry Greenhouse Gas Emissions Inventory
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renewable/ batteries falling faster than predicted). Note, the benefits of
the fall in technology costs are outweighed by the previous three factors.
h) The updated carbon values for 2021 are over three times higher than

the old values.

Option 3: Legislate to introduce support
consistent with Sustainable Land Management

(Preferred Option)

Introduction

7.331 The Agriculture Act introduces Sustainable Land Management (SLM)
objectives and places a duty on Welsh Ministers to exercise functions,
including the provision of agricultural support, in the way they consider
best contributes to achieving these objectives.

7.332 The SLM objectives are linked to 14 purposes of support:

(a) encouraging the production of food in an environmentally sustainable
manner;

(b) helping rural communities to thrive and strengthening links between
agricultural businesses and their communities;

(c) improving the resilience of agricultural businesses;

(d) sustaining the Welsh language and promoting and facilitating its use;
(e) reducing emissions of greenhouse gases;

(f) maximising carbon sequestration and storage;

(g) maintaining and enhancing the resilience of ecosystems;

(h) conserving and enhancing landscapes and the historic environment;
(i) improving air quality;

(j) improving water quality;

(k) maintaining and enhancing public access to and engagement with the
countryside and the historic environment;

() mitigating flood and drought risks;

(m) achieving and promoting high standards of animal health and welfare;
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(n) maximising resource efficiency.

7.333 The Agriculture Act does not set parameters on how future SLM
schemes should be designed, delivered or the level of funding provided.

7.334 This option sets out indicative costs of a future scheme which meets
the requirements of SLM and targets committed to by the Welsh
Government. It also includes evidence which assesses the benefit of
taking action in relation to each of the purposes of support. There is no
quantification of environmental outcomes or cost of farmers in delivering
the actions.

7.335 The SFS Evidence pack produced by ERAMMP laid a foundation of
evidence which assessed actions against the outcomes the Welsh
government is seeking t. This analysis drew upon the findings of over 800
peer-reviewed evidence papers

7.336 The reports on his work can be found here: Resources | ERAMMP

7.337 This work helped to identify a robust evidence-based logic for any
future scheme, identifying actions which will deliver the outcomes the
Welsh Government is seeking.

Wales Rural Development Programme (RDP) 2014-20
7.338 The focus of the future support within this Regulatory Impact

Assessment (RIA) is on the costs and benefits of providing revenue
support directly to farmers. Under the current system, the two largest
contributors to this are the Basic Payment Scheme (BPS) and Glastir,
amounting to an estimated £278m per year. The costs and benefits of
other elements of support (such as Farming Connect and the Farm Liaison
Service) are also included.

7.339 However, the revenue support is provided as part of the broader Wales
Rural Development Plan (RDP) 2014-20. The Finance Committee, in its
report on the Agriculture (Wales) Act recommended that the Welsh
Government provided a breakdown of the costs included in Rural
Development Plan, and that this information be included in an updated

Regulatory Impact Assessment (recommendation 2). Below, we therefore

228


https://erammp.wales/en/resources

present detail concerning the scope and financial assistance of the RDP
2014-20 to provide this broader context.

7.340 The Wales RDP#° was designed to promote competitiveness and
create sustainable growth and jobs for the people who live and work in
rural Wales. Interventions focussed on activities that drive economic
growth, support the sustainability of rural communities and help tackle
poverty.

7.341 The overarching principle of the RDP was to ensure sustainable
development at the heart of the investment. Funding was targeted at
activities to result in long-term benefit, supporting increased diversity and
resilience in the farming, forestry and food industries and investing in
green growth. This helps support farming businesses, places less
emphasis on subsidies and give a greater focus on commercial
opportunities. The RDP works alongside Pillar 1 to help effect the change
that the industry requires in order to meet the difficult challenges ahead.
There are clear synergies between the European Agricultural Fund for
Rural Development (EAFRD) and the European Agricultural Guarantee
Fund (EAGF).

149 United Kingdom - Rural Development Programme (Regional) - Wales (gov.wales)
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The RDP consisted of six priorities (plus a technical assistance measure):
Priority 1: Fostering knowledge transfer and
innovation in agriculture, forestry, and rural areas
Priority 2: Enhancing competitiveness and farm
viability of all types of agriculture,

Priority 3: Promoting food chain organisation and risk
management in agriculture promoting innovative farm
technologies and the sustainable management of

forests

Priority 4: Restoring, preserving and enhancing
ecosystems dependent on agriculture and forestry

Priority 5: Promoting resource efficiency and
supporting the shift towards a low carbon and climate
resilient economy in agriculture, food and forestry

sectors

Priority 6: Promoting social inclusion poverty reduction
and economic development in rural areas

7.342 The Wales Rural Development Programme 2014-2020 is fully

committed; as part of the contingency planning, an element of over-

programming has been factored into the overall financial budgeting to

achieve a successful programme delivery.

As of the end of December 202215, figures for the cumulative allocation,
commitment and spend over the entire programming period are as follows:

Allocation (Em) Commitment (Em) Spend (Em)
Total EAFRD Total EAFRD Total EAFRD
842 562 847 567 680 470
Table 1

Annual spend figures for the RDP for the years 2019-22 are shown in the

table below:
2020 2021 2022
. Total .
EAFRD Total Public EAFRD Public EAFRD Total Public
(Em) (Em) (Em) (Em) (Em) (Em)
Priority 1151
Priority 2
4,299 7.427 4231 7.279 4.824 8.531

150 Rural Development Plan: money allocated, committed and spent | GOV.WALES

151 Priority 1 is not reported against as it is an aggregation of priorities 2-6
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Priority 3
6.287 10.188 8.187 15.432 8.905 16.802
Priority 4
37.462 46.795 34.687 43.940 32.905 42.358
Priority 5
2.991 4.841 4.324 6.569 6.036 9.890
Priority 6
16.259 26.961 13.411 21.779 17.147 29.446
Total 67.297 96.211 64.840 95.000 69.818 107.026
Technical
Assistance 2.314 4.366 1.428 2.694 4.261 8.039
Total RDP
spend 69.612 100,578 66.268 97.694 74.079 115.066
Table 2
In terms of the socio-economic schemes funded under the RDP, figures to the
end of December 2022 are shown below:
Number Total
Scheme L . L committed | Total
Scheme of Allocation Appll_catlons Appraisals | Applications to Spend
gcheme (Em) Received Complete | Approved projects (€m)
ounds
(Em)
Cooperation
& Supply
Chain 15 54,712 120 120 101 75.131 51399
Development
Scheme*
Co-operative
Forest
Planning 2 0.109 0 0 0 0.064 63.932
Scheme
Enabling
Wales's
Natural 2 31.000 0 0 0 29.573 7 890
Resources
Scheme
European
Innovanon N/A 2.475 7 7 1 2.475 1.884
Partnership
Farm &
Forestry N/A 0.050 0 0 0 - i
Infrastructure
Farm
Business
Grant 9 23.608 2,919 2,919 2,359 21.184 20.376
Scheme
Food
IB”S'”eSS 9| 50062 152 151 136 | 58361 | 40.091
nvestment
Scheme*
Knowledge
Transfe.r & N/A 91.290 15 15 15 94.373 78.476
Innovation*
LEADER N/A 46.481 75 75 75 47.424 38.043
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Rural

Business
Advisory N/A 14.322 5 5 5 14.211 12.654

Service*

Rural

Business
Investment N/A 7.742 2 2 2 6.288 5,062

Scheme*

Rural

Community
Development 7 18.331 225 225 188 20.479 18.729

Fund*

Sustainable
Management 5 20.162 52 52 50 23.657

Scheme 13.485

Sustainable
Production 7 27.710 73 73 72 27.743 20.084
Grant

Technical
Assistance N/A 37.000 8 8 8 37.258 29.897

Timber

Business
Investment 5 7.015 90 90 80 6.893 6.393

Scheme

Socio-
Economic 61 432.071 3,743 3,742 3,092 465.117
Total

344.540

Table 3

In terms of agri-environment schemes funded under the RDP, figures to the
end of December 2022 are shown below:

Number of Scheme Total )
) committed Total
Scheme Scheme Allocation :
to projects Spend (Em)
Rounds (Em)
(Em)

Forest
Monitoring
and Risk N/A 0.164 0.299 0164
Management
Scheme
Glastir

4 192.133 178.166 147.392
Advanced
Glastir N/A 37.490 33.724 28.592
Commons
Glastir Entry N/A 99.823 100.148 100.148
Glastir 3 33.192 29.260 25.995
Organics
Glastir Small 9 10.608 10.339 10.327
Grants
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Glastir
Woodland 11 22.481 15.924 11,804
Creation
Glastir
Woodland N/A 0.960 0.620
Management
Glastir
Woodland 9 5.004 5.013 3.730
Restoration
Legacy
Schemes
Agri-
Environment 36 409.956 381.711 335.76
Total
Table 4

0.621

N/A 8.102 8.217 6.992

Impact on Costs

7.343 All costs presented below are annual figures and assumed to be
maintained in real terms throughout the appraisal period, unless otherwise

stated.

Welsh Government - Total Cost £321,081,643 +
£35,500,000 one off cost

Administrative costs - £ 27,700,000 + £35,500,000 one off cost

7.344 The costs provided are estimated indicative costs. The basis for
estimating the administrative costs of a future SLM scheme (including the
transitional costs) are the administrative costs associated with the CAP i.e.
BPS and RDP 2014 — 2020.

7.345 RPW current operational delivery model requires teams to be multi-
functional, working across different schemes across the CAP Pillars 1 and
2. This means it is not possible to fully disaggregate the administrative

costs of each activity, individual scheme or the individual CAP Pillars.
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7.346 In addition, future SLM scheme(s) are still in development therefore

specific requirements / processes are not fully known.

7.347 The final costs for delivering a future SLM scheme and transition can

only be derived once a future Target Operating Model including

Organisational Design and Structures have been agreed.

7.348 The administrative costs for a future SLM scheme are primarily based

on the estimated costs of running existing Rural Development (RD)

schemes as well as some preliminary additional mapping work which will

be needed for a baseline to be established.

7.349 The annual administrative cost for a future SLM scheme excluding

inspections and in-situ visits is estimated at £24.59m

7.350 Future SLM scheme inspection costs have been estimated using

existing current RD land-based inspection costs and data. Inspections

have been divided into two categories:

Table 41. Estimated scheme inspection costs

Land Based

Inspections

Capital Works

Inspections

Total Annual

Inspection Cost

Based on an inspection
rate of 5% of farms, the

annual average cost is

estimated to be £1.3 m.

There is insufficient
information to provide
costs on capital works
inspections. For this
exercise existing costs
will be used. Capital
works inspection
annual average costs
are currently estimated
to be £134,000.

The total annual
average inspection cost
for scheme is therefore
estimated to be
£1.43m.
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In-situ Visits

7.351 It is not currently known whether in-situ visits will be required and if
required, the level at which they will need to be undertaken (i.e. number of
Visits).

7.352 It is envisaged that some form of monitoring / control visits is likely to
be needed some of which may be achievable through Earth Observation,
however work is ongoing to better understand what can be achieved.

7.353 The role of an in-situ visit may be wider than the current scope of a
Glastir in-situ visit e.g. it could be assessing the wider success and
delivery of the contract in achieving its objectives.

7.354 It is assumed this work would be carried out by a professional and that

4,000 farms a year would be visited, the additional cost is estimated to be
£1.68m per year.

Table 42. Estimated future SLM Scheme administrative costs

Cost (Em)
Annual admin cost 24.59
Scheme inspections 1.43
In-situ visits 1.68
TOTAL 27.7

7.355 Under this option, it is reasonable to assume that a new system for
online application and contract management would need to be developed,
in line with current RPW operations and industry expectations.

7.356 It is envisaged that a £19.3m million RPW ICT system development
package would be required to deliver the online application functionality,
and offline capability, that would allow automated contract generation to
reduce the administrative burden.

7.357 In addition to this, one-off RPW ICT enabling costs associated with the

ICT development package have been estimated at £16.2m.
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7.358 The ICT development cost should provide efficiencies in the delivery of

any future scheme from 2025 onwards. Without undertaking detailed

analysis, it is estimated this could result in a saving of around 20% of

ongoing annual average costs from commencement of a future scheme.

7.359 Under this scenario, the annual administrative costs (including annual

IT costs) are estimated at £27.7m by 2029. If no ICT enhancement took

place it is estimated that ongoing costs would be higher going forward.

7.360 The Finance Committee recommended that the Minister for Rural

Affairs and North Wales and Trefnydd provided further details of the costs

of the IT system, and that this information be included in an updated

Regulatory Impact Assessment (recommendation 8). The further details

are included in Table 44 below.

Table 43. Annual administrative costs with IT enhancement

With no IT With IT enhancement

enhancement
One off capital cost - IT £19.3m
One off enabling cost - £16.2m
IT
Annual administrative
cost £35.2m £27.7m

Table 44. Annual breakdown of IT enhancement
2022/23 | 2023/24 | 2024/25 | 2025/26

ICT System Development £2.5m £6.4m £8.1m £2.3m
Geospatial Functionality £0.25m £1.15m £1.0m £0.3m
Grant Systems £1.75m £3.0m £1.0m £0m
Sustainable Farm Review £0m £1.5m £1.0m £0m
SFS Processes & Contract £0.5m £0.5m £2.6m £1.4m
SFS Inspections £0m £0m £1.0m £0.4m
National Minimum Standards £0m £0.25m £1.5m £0.2m
ICT Enabling cost £4.4m | £4.4m £4m £3.4m
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Technical Delivery - Support, Control, £2.9m £2.9m £2.5m £2.0m
Compliance & Security Standards to cover

future state infrastructure

Provision and maintenance of development £0.75m £0.75m £0.75m £0.65m
and test environments

Supporting Requirements £0.25m £0.25m £0.25m £0.25m
Contingencies £0.5m £0.5m £0.5m £0.5m

Compliance costs - £1,381,643

7.361 Cross Compliance is a system which encourages farmers to comply

with standards for public, plant, and animal health and welfare. In order to

receive support, farmers must adhere to a set of basic rules. The details of

Cross Compliance are set out in Option 2 (maintain status quo).

7.362 Under this policy option, we assume that the regulatory regime is

maintained, and the costs as set out in Option 2 apply.

Table 45: Costs of regulation

Cross Compliance

requirement of 3% of
keepers of sheep and

cattle to be inspected.

Regulation Annual Cost Notes

Land based Cross £192,761 Based on a control rate

Compliance of 1% of scheme
claimants

Livestock Identification | £962,882 Based on a

7.363 However, costs diverge from Option 2 for the Environmental Impact

Assessment (EIA) regulations. We forecast there is likely to be an increase

in public/stakeholder awareness of the scheme and its associated

requirements in general terms of biodiversity/habitat management and the

historic environment. This has the potential to increase the number of EIA

(Agriculture) Regulations referrals received by WG and increase the

enforcement workload. We assume under this option the costs of this

increased workload add an additional 20% to the BAU costs for EIA
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(Agriculture) Regulations Enforcement work. Annual costs therefore
increase from £188k to £226k.

7.364 Payments to Farmers - £278,000,000We are not yet in a position to
set out the anticipated annual expenditure on payments to farmers under
the future SLM scheme. For the purposes of this analysis, we have
assumed an annual budget of £278m is maintained in real terms over the
appraisal period. This is not a prediction or guarantee of future funding
levels, it will depend on future funding settlements from HM Treasury and
the Welsh Government budget process. The cost is an indicative estimate
for the purpose of undertaking this analysis.

Other costs - £14,000,000

7.365 ERAMMP?!%2 delivers a programme of monitoring and modelling which
collects data across the Welsh landscape, linking any change to economic
and environmental impacts. Under this option this programme would
continue at annual cost to WG of ERAMMP is £1.5m (same as Options 1
and 2).

7.366 We assume Farming Connect continues to support the development of
a more professional, profitable and resilient land-based sector to meet the
Sustainable Land Management objectives. The programme comprises an
integrated programme of knowledge transfer, innovation and advisory
services designed to deliver greater sustainability, improved
competitiveness, and improved environmental performance. We assume
an enhanced level of provision, and FC costs are estimated to be 50%
higher than in Option 1 and 2. This equates to an annual cost of £12m.

7.367 The Farm Liaison Service (FLS) will continue to fulfil an important role
in Welsh Government’s drive to produce a sustainable and professionally
managed industry across Wales. Under this policy scenario, the FLS
provides customers with consistent, accurate and professional guidance in
respect of enabling farmers to farm in way that meets the Sustainable

Land Management objectives.

152 https://erammp.wales/en
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7.368 We assume an increase in the level of staffing, and the annual costs of
the FLS are estimated to be 30% higher than in Options 1 and 2. This
eguates to an annual cost of £500k.

7.369 The estimated costs of the Farm Liaison Service and Farming Connect
are provided as high-level indicative estimates of future costs for the
purpose of this Cost Benefit Analysis. The estimates below do not

represent WG commitments for future funding.

Natural Resources Wales - Total Cost £2,775,453

Administrative & Advice costs - £2,627,2631%3

7.370 It is too early to estimate NRW costs for the provision of advice,
consent (where required) and licences (where required) associated with
NRW statutory functions for a future SLM scheme. Likewise, it is too early
to be able to estimate the impact on the number of Flood Risk Activity
Permits (FRAPS) that might be requested from farmers. The cost to NRW
of issuing FRAPs under this option is unknown and has therefore not been
included.

7.371 Cost estimates below relate to the costs of NRW staff associated with
the provision of NRW advice, consent (where required) and licences

(where required) concerning three SLM interventions:

a) Woodland Creation to meet scheme requirement - NRW

verification service. Costs relate to NRW staff time concerning the
technical advice, provision of Habitat Regulations Assessment (HRA)
advice; undertaking Priority Habitat assessments; undertaking European
Protected Species assessments; the oversight of designated site
assessments and landscape assessments, Environmental Impact
Assessment (if required) and woodland creation scheme design.

b) Woodland Management - Felling Licences. Costs relate to NRW

staff time assessing and issue felling and thinning licenses, incorporating

153 This is an average cost covering the period 2025-2050. In reality it is expected costs will
average £9m per year in the first five years of the scheme (table 46) before declining to
approx. £1.1m thereafter (table 47)
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monitoring and enforcement, and, if needed, Habitat Regulations
Assessment (HRA).

c) Habitat Management - Site of Special Scientific Interest (SSSI)

Consenting & Advice. Costs relate to NRW staff time concerning

assessing, then issuing, refusing or modifying consents for operations on

SSSI.

7.372 NRW costs are based on using Business as Usual costings and

delivery model - it is too early in scheme process development to estimate

and include any potential efficiencies that may be embedded in the

delivery of NRW advice and services for a future scheme. The potential

cost-savings are therefore unknown.

7.373 The costs reflect the assumptions above about the number of farms

entering a future SLM scheme in the period 2025-29, and the assumed

withdrawal rate and non-selection rate noted above.

a) Costs concerning SSSI consenting and advice are based on NRW

estimates concerning the number of farms claiming BPS with SSSI

(excluding SSSI that are on commons).

b) Costs concerning woodland management and associated felling

licences are based on the whole BPS farm population. The need for a

felling licence will depend on objectives and outcomes being sought by the

activity, therefore the information provided did not allow for a different

approach.

c) Costs concerning woodland creation are based on Welsh

Government’s estimates on the number of BPS farms planting trees.

Table 46: NRW costs relating to a future SLM scheme

£ 2025 2026 2027 2028 2029
Woodland
Creation 5,111,757 | 5,419,307 | 5,726,857 | 6,034,407 | 6,280,447
Woodland
Management - | 1 15 258 | 1,920,750 | 2,167,444 | 2,280,780 | 2,371,449
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Felling

Licences

Habitat
Management -
SSSI
Consenting &
1,014,639

Advice 1,071,282

1,129,028 | 1,186,222 | 1,231,978

Total 7,941,654 | 8,411,339

9,023,329 | 9,501,409 | 9,883,874

7.374 In terms of costs for the period beyond 2029 we assume the following:

Table 47: NRW costs relating to a future SLM scheme after 2029

NRW role

Frequency

Woodland Creation 10% threshold

- verification service.

Once only when a farmer enters the
scheme but not repeated thereatfter,
even if farmer re-joins the scheme
after first 5 year contract has

expired.

Woodland Management - Felling

Licences

Current assumptions do not
allow calculation beyond 2029 but it
is likely there will be reoccurring

costs. These are currently unknown.

Habitat Management - SSSI
Consenting & Advice.

Repeated at 5 yearly intervals when
a farmer re-joins the SFS after first 5
year contract has expired to cover

reviewing, assessing, modifying,

issuing, or refusing consents.

Compliance costs - £148,190
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7.375 The cost of NRW’s role in providing delivery of Cross Compliance
standards is estimated at £119,684 per year, the same as in Option 1 and
2.

7.376 However, costs diverge from Option 2 for the Environmental Impact
Assessment (EIA) regulations. We forecast there is likely to be an increase
in public/stakeholder awareness of the scheme and its associated
requirements in general terms of biodiversity/habitat management and the
historic environment. This has the potential to increase the number of EIA
(Agriculture) Regulations referrals received and increase the enforcement
workload. The cost to NRW of providing advice to WG is estimated to
increase by 20% to £28,506

Agriculture Sector - Total Cost £882,000

Administrative costs - £882,000

Costs to farmers of entering a SLM scheme

7.377 There will be costs to farmers in complying with the requirements of the
new scheme but these costs are dependent on the design of the final
scheme and will be considered as a part of future economic analysis and
have not been included here.

7.378 In addition we assume the process for entering a future SLM scheme
will include an application which will be assessed. The costs of this are

estimated as follows:

Farm Information

7.379 In Option 2, the annual cost of filling in the SAF for 16,000 farmers is
estimated (for the whole sector) at £588k pa. We assume the cost of
providing an expanded version of information in the current SAF is 50%
higher than this mean giving a total cost to the sector of £882k pa. The

increase in cost is related to providing data related to the SLM outcomes
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e.g. habitat condition or carbon usage. Only farms who choose to enter

the scheme would incur application and compliance costs.

Total Cost - £324,739,096 + £35,500,000 one off cost

Benefits

Reducing emissions of greenhouse gases
Scale of issue

7.380 Agriculture accounted for 14% of Welsh emissions in 2019 (5.3
MtCO2e). Agriculture emissions are dominated by methane (66%) and
nitrous oxide (22%), with only 12% of sector emissions as carbon dioxide.
Livestock enteric fermentation emissions (largely from cattle and sheep),
accounts for 58% of the sector’'s emissions in 2019, and manure

management (16%). The application of inorganic fertilisers and lime on

agricultural soils, as well as fuel for agriculture mobile machinery, are other

significant sources of emissions, comprising 11% and 10% of emissions

respectively®4,

Targets

7.381 Welsh targets and budgets are set in law and follow the Climate

Change Committee’s (CCC) recommendations®®:

a) Carbon Budget 2 (2021-25): 37% average reduction (with 0% offset
limit);

b) Carbon Budget 3 (2026-30): 58% average reduction;

c) 2030: 63% reduction;

d) 2040: 89% reduction;

e) 2050: at least 100% reduction (net zero).

154 Net Zero Wales Carbon Budget 2 (2021-2025): Summary document (gov.wales)
155 |bid.
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7.382 For agricultural systems, the two main greenhouse gases are methane
(CH4) and nitrous oxide (N20). Approximately half of all anthropogenic
emissions of nitrogen compounds are due to losses from farms either as
N20O, nitrate runoff, or ammonia, and result from fertiliser practices or
animal wastes. Methane is produced by bacteria as cattle and sheep
break down the cellulose in their diet, producing milk and meat for human
consumption from large areas of grassland that would be unsuitable for
arable farming?®®,

7.383 Total emissions from the agriculture sector in Wales have declined by
10% between 1990 and 2019, driven largely by a general decline in
livestock numbers and nitrogen fertiliser use. In 2019, Welsh Agriculture
sector emissions increased by 2% compared to 2018. The enteric
fermentation of non-dairy cattle, sheep, and dairy cows remain the top
contributors of Welsh emissions within the agricultural sector.

7.384 ERAMMP report 7157 notes that it is important to understand the whole
farm GHG balance to fully appreciate the impact of ‘agricultural production
the interactions between carbon sequestration, emissions and carbon

stock changes are all linked to farm scale activities.’

Actions to deliver outcome

7.385 Actions which can deliver the outcome are:

a) Increased livestock performance (animal management; diet change;
anaerobic digestion);

b) Land management (use of legumes; systems not reliant on artificial
inputs);

c) Increased energy efficiency and reducing reliance on fossil fuels.

Benefits of actions

Increased livestock performance

156 | pid.
157 ERAMMP SFS Evidence Review 7 GHG v1.1.pdf
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7.386 Evidence taken from ERAMMP report 6818

Animal management and diet change

7.387 Protein not used by the animal is excreted in urine and faeces,
becoming the source of nitrous oxide in the soil. In terms of diet change,
the ERAMMP evidence notes the difficulty in predicting ‘marginal urinary N
output in response to changes in diet composition.” However, it is also
noted that:

a) itis important to obtain and use accurate feed formulations to deliver
the most appropriate balance between energy and protein nutrition.
b) There is evidence that grazing high sugar grasses are effective in

reducing nitrogen compounds in excreted urine and faeces.

Land Management

7.388 In terms of land management in respect of reducing GHG emissions,
the ERAMMP evidence concludes:

Biological fixation with legumes

7.389 Currently biological fixation with legumes provides 5.9% of total N
inputs in the UK (DEFRA- UK Soil Nutrient Balances for 2019). The
evidence from ERAMMP suggests the establishment of clover on
temporary grassland and on permanent grassland amenable to no-till
seeding ‘would deliver a significant reduction of nitrous oxide emissions,
and reduce the need for fertiliser/manure applications with their associated
emissions. However the management of grass-legume leys requires
careful management in establishment and maintenance.’ Legumes also

provide N inputs to arable crops in a crop rotation system.

Adopting systems less reliant on inputs

158 ERAMMP Rpt-68 Decarb Evidence Review en 0.pdf
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7.390 At a national level, the direct emissions associated with organic crop
and livestock production are smaller for organic farming compared with
conventional: by 20% for crops, 4% for livestock and 6% overall. Organic
farming systems for livestock would lead to a small reduction in overall
GHG emissions (4 to 6%) mainly through the use of legume crops to fix
nitrogen — reducing emissions from fertiliser manufacture and reducing the
attendant nitrous oxide emissions from fertiliser spreading on land.
Enhanced carbon sequestration rates would be expected for organic
farming because of longer crop rotations with leys using forage legumes,
as arable land is converted to grassland. However, carbon sequestration
would reach a limit after about 20 years.

7.391 ERAMMP evidence notes that studies show there could be a decrease
of milk production, with beef and sheep production remaining broadly
similar to current levels. The reduction in production would need to be
compensated either by production in other countries — with the associated

GHG emissions, or a reduction in food waste.

Livestock — dairy, beef and sheep

7.392 Improving productive efficiency, spreads GHG emissions over more
units of production, allowing the product to be produced at a lower ratio of
emissions per unit production. Within dairy systems, each animal’'s
maintenance nutrient requirement acts as a fixed emission before
production (growth, pregnancy or lactation) can occur. These requirements
are associated with both economic and environmental costs in terms of
resource inputs (feed, water, cropland, fertilizer, fossil fuels) and

greenhouse gases (GHG).1*°

Diet composition

159 P .68 ERAMMP Report 68, ‘Decarb evidence review V.0.6’

246



7.393 Evidence!® cited in ERAMMP report 68 notes that for dairy cows feed
efficiency is best achieved by:

a) feeding starchy carbohydrates to supplement forages

b) feeding high quality forages with high digestibility achieved by early
harvesting and good conservation methods, coupled with improved
grazing by reseeding and controlled grazing regimes

c) optimally processing the forages by chopping to increase dry matter
digestion

7.394 Feeding and nutrition have the potential to mitigate enteric CH4/unit
milk production in intensive dairy operations by 2.5-15%.

7.395 For beef cattle and sheep, high quality forages are the most important
factor since alternative feed supplements are mainly restricted to housed
animals.

7.396 ERAMMP report 68 concludes:

a) In summary for beef cattle system, the livestock management, genetics
and diet interventions may reduce emissions by about 30%

b) In the sheep sector, significant emission reductions could be obtained
by reducing the variability of farm performance within farm type (lowland,
upland, mountain). This can be achieved by improving the number of
lambs reared per ewe and lamb growth rate by 30%%! to the performance

levels of higher performing farms.

Increased energy efficiency

7.397 The Carbon Trust estimate that a 20% reduction in farm energy costs

can represent the same bottom-line benefit as a 5% increase in sales6?.

160 Knapp, J. R., G. L. Laur, P. A. Vadas, W. P. Weiss, and J. M. Tricarico. (2014). Invited
review: enteric methane in dairy cattle production: quantifying the opportunities and impact of
reducing emissions. J. Dairy Sci. 97:3231- 3261.

161 Jones A. K., Jones D.L. and Cross P. (2014). The carbon footprint of lamb: sources of
variation and opportunities for mitigation. Agricultural Systems 123: 97-107 cited in ERAMMP
report 68

162 GBF Guide Energy Efficiency in Agriculture Final.pdf (storage.googleapis.com)

247


https://prod-drupal-files.storage.googleapis.com/documents/resource/restricted/GBF%20Guide%20Energy%20Efficiency%20in%20Agriculture_Final.pdf

There are numerous ways in which farmers can implement energy-

efficiency interventions, some of which require very little to no cost.

7.398 On average, ventilation accounts for 14% of energy bills'®3 across the

agricultural sector, so ensuring any new farm buildings use natural

ventilation, or adapt existing buildings to increase natural ventilation, can

lead to substantial savings. Solutions in relation to lighting include use of

energy-saving lightbulbs and use of sensors to ensure lights are not on

when not needed. Keeping equipment of all kinds in good working order

helps to ensure they are running as efficiently as possible, reducing

electricity or fuel use.

Table 48: Case studies from the Carbon Trust

Farm type

Intervention

Average annual saving

Chicken farm LED lighting £12,500
Farm and grain store Grain store fans and £2,750
sensors
Vegetable farm Compressors £2,600

7.399 Reduced demand for energy on farm also helps to relieve pressure on

the National Grid, contributing to a more reliable supply for domestic users

and other businesses.

Other benefits

7.400 ERAMMP report 68 notes measures to reduce emissions of nitrous

oxide have multiple benefits in improving air and water quality and

reducing eutrophication of habitats. Reduction of methane emissions also

has a secondary benefit in reducing ozone formation in the lower

atmosphere (up to 15km). Ozone itself is a greenhouse gas and causes

human health problems as well as damage to vegetation.

Table 49: Summary of impact of selected actions

163 |pid.
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fertiliser application.
Mixed results for grazing

animals, with rapid

Option Comments Effectiveness at decreasing
emissions
CH4 N20

Diet — protein | Restricted to cattle fed None
reduction rations — not grazing,

difficult to model
Slurry store Particularly effective if - 10 to -60% None
covers CH4 can be captured and

burnt
Solid manure | Mainly reduces nitrous Small
heaps oxide from aerobic
compacted/co | conditions
vered
Solid-liquid Additional procedure for | -50% to -100% Increase
separation farmers emissions
Anaerobic Expensive option, None
digestion requires good process

management.
Acidification of | Effective for reducing -96% Increase
slurries NH3 emissions. Acid emissions

handling difficult
Manure Variable improvements — | None Variable
spreading — depending on soil
injection and conditions. Reduces NH3
incorporation | emissions and indirect

N20
Nitrification DCD'%4 and NBPT65 None -42% to -
inhibitors effective for manure and 20%

164 Dicyandiamide

165 N-(n-butyl) thiophosphoric triamide (NBPT).
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degradation of DCD in

warm conditions
N Fertiliser Substantial reductions None -50%
and manure possible
efficiency
Biological Substantial displacement | None -11%to -
fixation with of fertiliser application. 23%
legumes Low emissions.

Expensive for arable

where legumes displace

other crops
Adopting Emissions saving linked None 4-6%
systems less | to biological fixation.
reliant on Lower outputs.
inputs

Source: Table 5.1 Summary Analysis of Mitigation Options, ERAMMP report 68

Maximising carbon sequestration and storage

Scale of Issue

7.401 The Climate Change Committee (CCC) stated in its 2020 report!® that

the UK’s net-zero target will not be met without changes in how we use our

land. Those changes must start now. Current policy measures will not

deliver the required ambition.
7.402 Between the base year (1990) and 2019, the LULUCF*%7 net sink has

changed from being a source of emissions at 78 MtCO2e to a sink of

emissions at -246 MtCO2e. Since 2001, the LULUCF sector in Wales has

166 Committee on Climate Change (2020) Land use: Policies for a Net Zero UK Land-use-
Policies-for-a-Net-Zero-UK (2).pdf

167 | and Use, Land-Use Change and Forestry The six land classes in LULUCF are A: Forest
Land, B: Cropland, C: Grassland, D: Wetlands, E: Settlements and F: Other land. There is a
seventh category for the pool of harvested wood products, category G. Land Use, Land-Use
Change and Forestry (LULUCF) | UNFCCC.
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been almost always a net sink of greenhouse gases, only being a net
source in 1990, and then briefly between 1999 and 2000168,

7.403 For Wales, the GHG Inventory 2018 reports a net sink of 444 kt CO2e,
dominated by the carbon sequestration provided by existing forestry — a
sink of 1210 kt CO2e%°. The amount of carbon sequestered needs to

increase.

Targets

7.404 Welsh targets and budgets are set in law and followed the CCC
recommendations!°:

7.405 LULUCEF is the only sector with the capability to remove emissions from
the atmosphere. Wales must protect ancient woodlands, manage our soils
better and affect a step change increase in woodland creation. The Welsh
Government have committed to plant 43,000 hectares of new woodland by
2030 and 180,000 hectares by 2050.

7.406 Over the next five years Welsh Government aims to restore 600-800
hectares of degraded peatland each year through our National Peatland

Action Programme

Actions to deliver outcome

7.407 In its 2020 report, the CCC identified 5 key actions such that around
one-fifth of [UK] agricultural land is released by 2050 for actions that

reduce emissions and sequester carbon

a) Low-carbon farming practices (below we cover the management of

agricultural soils)

168 Welsh Government Net Zero Wales Carbon Budget 2 (2021 — 2025)

169 Prosser, H. (2022). Environment and Rural Affairs Monitoring & Modelling Programme
(ERAMMP) ERAMMP Report-68: Review of GHG Emission Reduction and Carbon
Sequestration in Agriculture to Inform Agricultural and Land Use Policy. Report to Welsh
Government (Contract C210/2016/2017)(UK Centre for Ecology & Hydrology Projects 06297
& 06810)

170 Welsh Government Net Zero Wales Carbon Budget 2 (2021 — 2025)

251



b) Afforestation and agro-forestry (below we cover the expansion of
forestry and woodlands

c) Peatlands (below we cover peatland restoration)

d) Bioenergy crops (covered below)

e) Reducing consumption of the most carbon-intensive foods (not
covered).

Benefits of action

7.408 Evidence is taken from ERAMMP report 68171

Expansion of Forestry and Woodland

7.409 In terms of the sequestration potential from forestry, the evidence from
ERAMMP concludes that the expansion of woodlands is the most effective
way to increase carbon sequestration. However, there are concerns about
the potential impact of production of agricultural output.

7.410 To meet the targets, the CCC report recommends tree planting rates
must increase from just 80 hectares in 2019 to at least 4,500 hectares per
year by 2025 in Wales and continue to rise to 7,500 hectares per year by
2035.

7.411 After initial emissions due to soil disturbance and loss of existing
vegetation, there is a time lag between planting and maximum
sequestration. In the short term to 2050, conifers would provide the largest
carbon sink, whereas broadleaf trees sequester carbon in the period 2050-
2100 and beyond.

7.412 The evidence suggests woodland management can make only minor

contributions to sequestrationt’2.

171 Prosser, H. (2022). Environment and Rural Affairs Monitoring & Modelling Programme
(ERAMMP) ERAMMP Report-68: Review of GHG Emission Reduction and Carbon
Sequestration in Agriculture to Inform Agricultural and Land Use Policy. Report to Welsh
Government (Contract C210/2016/2017)(UK Centre for Ecology & Hydrology Projects 06297
& 06810) ERAMMP Rpt-68 Decarb Evidence Review_en_0.pdf

172 The CCC 2020 report however notes that bringing neglected broadleaf woodland back into
sustainable management that is compliant with the UK Forestry Standard delivers a wide
range of benefits including increased carbon sequestration, and improved resilience to
potential threats that may increase with a warmer climate (e.g. pests and diseases, wind and
fire).
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7.413 Harvested wood products retain (i.e. effectively sequester) carbon in
the woody biomass from which they are made. Wood products have
relatively low inputs of energy and other non-renewable resources in their
manufacture. Hence, the GHG emissions involved in manufacturing wood
products can be relatively low, compared with equivalent products made
from concrete and steel.

7.414 Harvested wood biomass can also be used as a fuel to replace fossil
fuels. However, there is a large variation of results from Life Cycle
Analyses on the overall benefits for GHG emissions

Agricultural soils

Grassland grazing

7.415 The ERAMMP evidence concludes there is conflicting evidence about
the effect of grazing on carbon sequestration, although light-moderate
grazing may be advantageous. It is noted that various studies conclude
that ‘sequestration rates are in the range minus 0.25 to plus 0.35 t C/ha/yr
(mean 0.05 t C/halyr) with large errors. Much depends on the previous
management of the grassland.” Studies of rotational grazing practices

have shown no consistent trends in soil carbon levels or sequestration.

Effects of fertilisers on sequestration of carbon by soil

7.416 The ERAMMP evidence concludes applying fertilisers can increase
carbon incorporation, but also has the potential to increase decomposition
of soil carbon. Fertiliser application also has the disbenefit of increasing

N20O emissions, so that overall emissions can be increased.

Grasslands Summary

7.417 Other research!’3 has concluded it is untenable that grasslands act as
a perpetual carbon sink, and the most likely explanation for observed

grassland carbon sinks over short periods is legacy effects of land use and

173 Smith P. (2014) Do grasslands act as a perpetual sink for carbon? Global Change Biology
20, 2708- 2711
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land management prior to the beginning of flux measurement periods.
Simply having grassland does not result in a carbon sink, but judicious
management of previously poorly managed grasslands can increase the
sink capacity.

7.418 It is therefore important to maintain these stocks. Management of
previously poorly managed grasslands can increase the sink capacity

(though this will decrease over time).

Arable

7.419 In terms of the effect of arable land on sequestration of carbon by soil,
ERAMMP concludes that sequestering gains are limited apart from when
arable is converted to grassland or woodland. Cover crops appear to be

the main way to increase soil organic carbon.
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Agro-forestry

7.420 ERAMMP concludes the evidence for carbon sequestration benefits
from agroforestry appear significant for silvo-arable systems, but less so
for silvopastoral systems which already have large carbon stocks in the
soil. It is also important to take account of soil loss during the

establishment of trees.

Hedgerows

7.421 ERAMMP concludes there are opportunities to sequester carbon by up
to 75,000t CO2elyr by increasing the length of hedges in Wales — possibly
up to levels in 1984 and before.

7.422 Increasing the width and height of hedges would increase the carbon in
biomass but could have disadvantages in achieving effective trimming
unless hedges are allowed to grow and are then laid — an expensive and
labour intensive task. Soil carbon is also increased around the perimeters

of arable fields.

Peatlands

7.423 The ERAMMP evidence emphasises that although the emissions per
unit area of modified peatland are relatively low, their great extent makes
them significant contributors to overall peatland GHG emissions. As a
result, peatlands in the UK have transitioned from modest historical net
GHG sinks into large emission sources.

7.424 Focusing on the restoration of the peat categories with the highest
emissions factors would be most beneficial in reducing emissions. Taking
account of area, restoration of extensive and intensive grassland and
forestry on peatlands would provide the most benefit.

7.425 The main mitigation method is to re-wet existing peats by raising the
water table, for example by blocking drainage ditches (often referred to as
‘grips’), to restore the function of the peat as a net sink of CO2 and a semi-

permanent carbon store.
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7.426 The ERAMMP evidence notes that widespread and ongoing peat
restoration has contributed to a reduction in total emissions, but to date the
majority of restoration has taken place within modified upland bogs, which
produce modest emissions sources per unit area, rather than categories
with higher emission factors per unit area such as grassland and
plantation forestry in lowland areas.

7.427 Addressing continued emissions from these areas could provide a high
degree of emission abatement but would face significant logistical and
socioeconomic barriers particularly for lowland peat restoration. In the
meantime, the continued restoration of modified upland bogs, notably
higher-emitting categories such as actively eroding areas may represent

more tractable options for emissions reduction

Bioenergy crops

7.428 The ERAMMP evidence concludes bioenergy crops have overall
benefits but must take account of soil C loss during the establishment of
plants. Overall, bioenergy crops are important for sequestering carbon.
The burning of bioenergy crops is also recorded as a zero emission

compared with combustion of fossil fuels for energy.

Scenarios

7.429 Mitigation projection for land use in Wales have been estimated!’4
using two key scenarios. (1) Central — essentially business as usual taking

account of current policies and (2) Stretch.

174 Thomson, A., Buys, G., Cliverd, H. Malcolm, H., Henshall, H. and Matthews R. (2020)
Projections of Emissions and Removals from the LULUCF Sector to 2050/2100 : National
Atmospheric Emissions Inventory Report ERG 1103 reported in ERAMMP report 68
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Table 50: Annual emissions — Kt CO2 e — Annual Emissions Projections

— Stretch scenario compared with Central scenario

2020 2030 2040 2050
Central | Stretch | Central | Stretch | Central | Stretch

Forestry -1146 |-1328 |-1236 |-1609 |-1618 |-1628 |-2008
Cropland | 946 1461 1462 1763 1759 1940 1935
Grassland | -643 -834 -908 -1083 | -1157 |[-1236 |-1312
Wetland 0 0 0 0 0 0 0
*)
Settlement | 653 497 437 377 304 289 218
Harvested |-318 -147 -178 -33 -55 -30 -51
wood
product
Total -483 -322 -391 -552 -731 -634 -1187

(*) Wetland emissions are estimated for peat extraction only. This is zero in

Wales.

Source: Table 4.5 ERAMMP report 68 — Wales

7.430 Initially, the GHG balance is dominated by net CO2 emissions from

loss of soil carbon stocks (2.0 tCO2 e/halyr), which occur as a result of site

preparation and the transition between the loss of vegetation and the full

establishment of the trees. Consequently, the carbon sequestration is less

in the early stages for the higher planting rates, and the main benefits

occur from 2040 onwards, as new trees grow rapidly.

7.431 Combined with reduction of emissions from the peat management

scenarios (685 kt CO2e), the stretch scenario could reduce emissions by

1872 kt CO2elyr by 2050 compared with the Central scenario.
7.432 Expansion of woodland by 180,000 ha by 2050 would reduce

emissions by a further 304 kt CO2e/yr in 2050 - a reduction of 2176 kt

CO2elyr. In the period up to 2050 carbon sequestration would be

maximised from conifer woodlands, whereas broadleaf woodland

increases its carbon sequestration in the period 2050-2100 and beyond.
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Maintaining and enhancing the resilience of

ecosystems

Scale of issue

7.433 The 2016 SoNARR report'’> by Natural Resources Wales concluded
that all ecosystems have problems with one or more attributes of
resilience. This means that their capacity to provide ecosystem services
and benefits may be at risk. No ecosystem, on the basis of the
assessment, can be said to have all the features needed for resilience.

7.434 The 2019 State of Nature Wales report (SoNaRR)'"® noted:

a) Of the 6,500 species found in Wales that have been assessed using
the IUCNY’” Regional Red List criteria, and for which sufficient data were
available, 523 (8%) are currently threatened with extinction from Great
Britain.
b) In addition, assessments of extinction risk within Wales have been
made for 3,902 species for which sufficient data were available. Of these,
666 (17%) are threatened with extinction from Wales, and another 73 (2%)
have gone extinct already.
c) In terms of the distribution!”® of species in Wales:
i) 30% of species have decreased in their distribution since 1970,
compared with 23% of species which have increased in their
distribution in the same period;
i) and 39% have decreased in their distribution in the last 10
years; compared with 30% of species which have increased in

distribution in the last 10 years.

175 Natural Resources Wales (2016) State of Natural Resources Report (SoNaRR):
Assessment of the Sustainable Management of Natural Resources. Technical Report. Natural
Resources Wales / The State of Natural Resources report 2016

176 State-of-Nature-2019-Wales-summary.pdf (nbn.org.uk)
177 International Union for the Conservation of Nature
178 The geographical range covered by that species
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7.435 The Welsh Government’s Nature Recovery Action Plan for Wales
2020-2117° set out the ambition ‘to reverse the decline in biodiversity, for
its intrinsic value, and to ensure lasting benefits to society’. The Welsh

Government’s target is for 30% of land to be protected for nature by 2030.

Actions to deliver outcome

Uplands

7.436 Livestock are a key factor in determining condition for these suites of
semi-natural habitats. Semi-natural habitats are dependent upon an on-
going regime of appropriate annual grazing (or/and mowing in the case of
hay meadows) supplemented by appropriate control of shrubby
vegetation.

7.437 Evidence!® cited by ERAMMP suggests that, in the uplands,

a) “moderate” and “variable” (both spatially and temporally) levels of
grazing are the most appropriate for delivery of many ecosystem services
(including those related to soil carbon and biodiversity);

b) the habitat condition of low productivity blanket bog and montane
habitats has improved where stocking rates have been reduced to annual
averages of around 0.05 LU ha-1 yr-1 or less, often with off-wintering;

c) On blanket bog, there is a need for correct burning practices and to
reinstate natural hydrology by blocking grips (lines cut through moorland

for drainage purposes).

Lowlands

7.438 In general, key lowland interventions noted are:

179 The Nature Recovery Action Plan for Wales 2020 to 2021 (gov.wales)

180 Martin, D., Fraser, M.D., Pakeman, R.J. and Moffat, A.M. (2013) Natural England Review
of Upland Evidence 2012 - Impact of moorland grazing and stocking rates. Natural England
Evidence Review, Number 006. This review states “It is likely that prolonged grazing
exclusion could be detrimental in all but the very lowest productivity or most climatically
suppressed habitats, as competitive species increase and gaps for colonisation by less
competitive species are lost.”
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a) Grazing within broad annual stocking density thresholds (lower and
upper thresholds encompassing the range of situations appropriate for
semi-natural habitats)

b) More detailed grazing interventions applicable to specific semi-natural
habitats or mosaics of habitats, including variations in: seasonal stocking
thresholds; temporal and spatial grazing patterns grazing livestock species
and breeds.

c) Other management interventions such as clearance of scrub, bracken,
rushes and improvement of fencing, gates, water points to facilitate
appropriate grazing management;

d) Management interventions specific to certain habitat types: mowing

and harvesting (hay meadows) and fertilisation/liming (hay meadows).

7.439 The ERAMMP report cites evidence®! that annual payments for
grazing management need to be complemented by capital payments for
interventions such as scrub removal, fencing and walling.

7.440 In terms of lowland semi-natural grassland habitats, the ERAMMP
report cites evidence'®? from the Elan Valley Meadow Project:

a) progressive soil acidification at all meadow sites is unlikely to sustain
the present vegetation communities, and there is a need to reinstate the
traditional practice of periodic liming;

b) light intermittent applications of farmyard manure are important to
sustain the desired plant communities together with providing a more
acceptable hay crop;

c) a programme of bracken and scrub was shown to have a significant

benefit on the extent and quality of species-rich grassland

7.441 The results demonstrate that some sites are already showing levels of

species richness starting to approach that of adjacent SSSI meadows

181 Beaufoy G. and Jones G. (2011) HNV farming in England and Wales — findings from three
local projects. EFNCP

182 Hayes M.J., Lowther R.A. (2014) Conservation management of species-rich grasslands in
the Elan Valley, Radnorshire. Natural Resources Wales Evidence Report No: 8, 75 pp,
Natural Resources Wales, Bangor.
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(albeit without the presence of some rarer meadow species) within just 10

years of appropriate management.

Woodlands

7.442 The ERAMMP report cites evidence'® of four habitat management
alternatives, which might be applicable to the remaining areas of ancient

woodland in Wales:

a) minimal intervention;

b) traditional management to biodiversity;

c) non-traditional management to favour one or a few tree species which
may or may not have been abundant in the past;

d) species management, for threatened species.

7.443 The report also notes that there is a strong body of scientific evidence
showing the importance of deadwood for many species.

7.444 Factors contributing to the decline of other woodland birds included
fragmentation and reduced connectivity of woodlands, predation, habitat
changes induced by increased deer populations and continuing drying out

of wet woodlands.

Improved land
7.445 ERAMMP report 25 Annex 4B considers improved farmland.

Improved grassland management

7.446 The ERAMMP report notes:

183 Gotmark, F. (2013) Habitat management alternatives for conservation forests in the
temperate zone: Review, synthesis, and implications. Forest Ecology and Management 306,
292-307.

184 Keenleyside, C.B., Maskell, L.C., Smart, S.M., Siriwardena, G.M. & Alison, J. (2020).
Environment and Rural Affairs Monitoring & Modelling Programme (ERAMMP): Report-25:
SFS Evidence Review Annex-4B - Building Ecosystem Resilience in Improved Farmland.
Report to Welsh Government (Contract C210/2016/2017)(UK Centre for Ecology & Hydrology
Project 06297) Environment and Rural Affairs Monitoring & Modelling Programme (ERAMMP)
Sustainable Farming Scheme Evidence Review
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a) There is good evidence that adapting mowing or first grazing dates on
improved or semi-improved grasslands can benefit wild plants and
invertebrates, and also mammals when mowing is very infrequent. Certain
bird species benefit from specific mowing patterns but studies have not
shown clear effects for birds generally.

b) There is good evidence that converting improved/semi-improved
grassland to species-rich grassland benefits wild plants and invertebrates;
c) There is good evidence that the creation of permanent grass buffer
strips or field margins in arable land, and their subsequent management
for biodiversity, leads to increased diversity of plants, pollinators and other
invertebrates. These strips can provide valuable habitats for small
mammals, brown hares, hedgehogs, common toads, grass snakes,

common lizards and birds.

Arable management (infield and field margins)

7.447 The ERAMMP report notes:

a) There is good evidence of benefits to invertebrates, including
earthworms and other soil biota (as well as visiting pollinators in some
cases) from the following interventions in arable crop management:
reduced herbicide and pesticide use; reduced tillage techniques; crop
rotations (especially those with legumes); and cover crops.

b) There is good evidence of biodiversity benefits of two interventions in
cereal stubble management. Leaving overwinter stubbles (not sprayed)
until late winter has clear positive effects on birds and on brown hare
populations. Combining unsprayed winter stubble with a spring fallow (so
that the land is effectively in fallow for a year) provides additional benefits
for plant diversity and vegetation structure and invertebrate diversity, while
continuing to provide habitat for birds and brown hares.

c) There is good evidence that fallow or unsown plots within an arable

crop have positive effects on skylark and lapwing, and also on plants.
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d) There is evidence of positive benefits for invertebrates of: conservation
headlands (cropped but not sprayed); unharvested cereal crop headlands;

and planting nectar/wildflower strips.

7.448 In-field wildlife corridors, pollinator strips and beetle banks have the
potential to provide habitat for a range of wildlife. Over-wintering sites for
invertebrates, refuges for small mammals, nectar and pollen resources for
pollinators, and nesting and feeding sites for birds can all be encouraged
by establishing field margins. As well as being habitats in their own right,
they protect other features, such as hedgerows or watercourses, from farm
operations. They can also act as corridors, helping wildlife move through
the landscape.

7.449 In-field wildlife corridors will benefit a range of farm wildlife species.
Different in-field wildlife corridors options are possible, such as sowing with
a tussocky grass mixture, including wildflowers to benefit nectar feeders,

or cultivating margins for rare arable plants.

Management of non-agricultural land and features

7.450 The ERAMMP report notes:

a) Farmland ponds are important habitat for wetland wildlife in the
agricultural landscape. Healthy networks of these ponds, at different
stages of their ‘lives’, help wetland species to move around farmland
habitats. The creation, restoration and management of farm ponds will
benefit most amphibians and birds, and there is some evidence to indicate
consequential benefits for terrestrial species richness locally.

b) Hedgerows and other wooded linear habitats on improved land provide
habitats and positively affect the richness and abundance of flora,

invertebrates and birds, and increase landscape connectivity.
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Benefits of actions

a) The Defra 2011 report Economic Valuation of the Benefit of SSSIs18
estimated the economic value of SSSI in England and Wales in respect of

the following range of ecosystem goods and services:

Regulating services Cultural services
Provisioning services
Commercial food Climate regulation Sense of place
Wild food Water regulation Charismatic species
Non food Water purification Non-charismatic
Pollination species

7.451 The report concluded that:

a) Based on the areas of different habitats in Wales, it is estimated that
the public is willing to pay £128m each year for the benefits currently
provided by SSSis in Wales. The additional benefits from increasing
funding to enable all sites to reach favourable condition are estimated at
an additional £103 million per year in Wales.

b) Achieving favourable condition for all SSSIs would enhance the
conservation benefits of SSSIs and the ecosystem services they deliver.
The delivery of regulating services would be expected to increase as sites
achieve favourable condition, though this would be a long-term process.
Cultural services would increase, both as a result of the benefits people
derive from the existence of biodiversity and the enhanced experience that
sites offer to people. The total value of the benefits is estimated at £231

million annually.

185 GHK Consulting Ltd, in conjunction with Dr Mike Christie of Aberystwyth University, ADAS,
IEEP, Rick Minter and the Research Box (2011) Benefits of Sites of Special Scientific Interest,
report to Defra. The report contains a full description of the methodology used to estimate
economic values.

http://randd.defra.gov.uk/Default.aspx?Menu=Menu&Module=More&L ocation=None&Complet
ed=1&ProjectiD=17005
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Conserving and enhancing landscapes and the historic

environment

Scale of issue

7.452 Around a quarter of Wales is designated as an Area of Outstanding
Natural Beauty (AONB)!8 or a National Park'®’. AONBs and National
Parks contain some of the most beautiful, spectacular and dramatic areas
of countryside in Wales. These are landscapes of national importance with
designation conferring the highest status for the conservation of
landscape.

7.453 The 2017 review!® of designated landscapes noted that though
designated in the first instance for landscape quality, and for recreation
opportunity in the case of National Parks, [the areas] were also important
for a wide range of other characteristics, such as nature, water supply,
food and carbon. The review commented that further action in designated
landscapes to address biodiversity decline was necessary to maintain and
enhance ecosystem resilience.

7.454 The historic environment!® is also an integral part of our landscape
and part of what makes Wales the country it is. Cultural heritage, and its
place in rural Wales, gives us a historical perspective expressed through
the landscape.

7.455 Undesignated historic features are widespread throughout all of our
landscapes. The vast majority of these features are found on private land
so the long-term care of these cultural assets is entrusted to individual
landowners. Cross compliance requirement GAEC 7 goes beyond
legislation by setting out additional rules on protecting scheduled

monuments and also some landscape features such as hedges, stone

186 There are 5 AONBs in Wales: Anglesey; Clwydian Range & Dee Valley; Gower; LIyn; and
Wye Valley

187 There are three National Parks in Wales: Brecon Beacons; Pembrokeshire Coast; and
Snowdonia.

188 Future Landscapes: Delivering for Wales. The Review of Areas of Outstanding Natural
Beauty and National Parks in Wales Future Landscapes: Delivering for Wales (gov.wales)

189 Wales has four UNESCO World Heritage Sites, 4,300 Scheduled Monuments (Monuments
of national importance may be ‘scheduled’ and these sites are protected by law from
damaging works), and 58 registered historic landscapes.

265


https://gov.wales/cross-compliance-landscape-features-gaec-7-2021
https://gov.wales/sites/default/files/publications/2019-04/areas-outstanding-natural-beauty-national-parks-2017-report.pdf

walls, slate fences and ditches. Despite this, most undesignated
archaeological sites remain unprotected and at risk of harm from some
farming practices or degradation through a lack of maintenance.

7.456 The Glastir Monitoring and Evaluation Programme?!®° reported in 2017

on the condition of Historic Environment Features on farmland as follows:

a) 8% were damaged,;

b) 24% showed major signs of deterioration;

c) 11% showed signs of potential deterioration;
d) 13% were sound with longstanding defects;
e) 35% were sound with minor defects; and

f) 9% were in excellent condition.
7.457 The greatest threats identified on site were:

a) vegetation encroachment (50%);
b) stock damage (25%) such as poaching, burrowing, path wear; and
c) agricultural operations (13%), such as rutting, ploughing, drainage, stone

clearance, and pasture improvement.

Actions to deliver outcome

Landscapes

7.458 The 2015 review! of designated landscapes in Wales recommended
that, their ‘special qualities are maintained, enhanced and widely
appreciated.’ It should be noted that actions undertaken under other SLM
“purposes of support” listed in the Agriculture Act will also collectively

contribute to the special qualities of landscapes in Wales.

190 GMEP-Final-Report-2017.pdf (erammp.wales)

191 pProfessor Terry Marsden John Lloyd-Jones Dr Ruth Williams (2015) National Landscapes:
Realising their Potential The Review of Designated Landscapes in Wales The Review of
Designated Landscapes in Wales - Final Report (gov.wales)
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Historic environment

7.459 CADW?? recommend the following options to consider, against

specific issues:

Table 51: Historic landscape issues and options to address them

Issue Effect Options to consider
Livestock All livestock can e Locate water troughs and
poaching or damage feeders in less sensitive areas
erosion archaeological sites | ¢ Regularly move feeders to
through poaching or minimize impact
by creating erosion | ¢« Exclude livestock during wet
scars. This can conditions when the monument
disfigure a is more vulnerable
monument and o Adjust stocking levels,
damage the particularly for larger livestock,
information it such as cattle and horses, which
contains. can cause greater disturbance to
Sometimes this earthworks, or change to a
happens just lighter stock type to minimize the
through over- potential for damage
stocking, butmore | ¢ Maintain stock-proof boundaries
commonly it is in good condition
associated with e Install new fencing and/or
livestock movement relocate gateways to assist stock
or gathering points, management
such as gateways e Repair erosion scars with
and feeders appropriate guidance
Use of farm Vehicles can cause |e Use an alternative route away
vehicles disturbance when from the archaeological site

192 CADW (2006) Caring for Historic Monuments on the Farm CF Mons on Farm COVER
07.06.06 (gov.wales)
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wheel ruts cut into
the ground,
especially on a
slope. Vehicles may
also accidentally
strike upstanding
features, displacing

or destabilizing

At critical times of the year, use
lighter vehicles or vehicles fitted
with low ground pressure tyres
Create a single permanent route.
This may require major ground
disturbance, so seek
archaeological advice before

carrying out work

stones and Keep vehicles away from
upstanding upstanding remains
masonry.
Grassland The application of Control weeds by topping or
improvement | lime, fertilizers and targeted use of selective
herbicides is unlikely herbicides
to damage ancient If reseeding is required, use
remains. If minimal cultivation techniques
reseeding is Seek advice (through an
necessary then Environmental Impact
methods such as Assessment screening
direct drilling and application) before cultivation or
seed slotting, which removal of field stones and
cause minimal boulders from any permanent
disturbance, should pasture
be used if possible.
Pasture Many historic Ensure cultivation is no deeper
renewal features in Wales lie than in past years

in pasture that has
been periodically
cultivated to improve
its composition in
advance of
reseeding. Although
this may take place

Use surface treatment to improve
soil fertility
Consider shallow rotavation

rather than ploughing
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quite infrequently,
each ploughing
potentially removes
a fraction more of
any underlying

archaeology

Scrub or Insufficient grazing Control scrub by cutting at
bracken may allow scrub, ground level and treating with a
encroachment | bracken and weeds herbicide to prevent re-growth
to colonize a Avoid grubbing out vegetation
monument. Roots, and uprooting scrub as this can
particularly the disturb any underlying
rhizomes of archaeology
bracken, can Increase grazing where practical
penetrate to help control scrub or bracken
archaeological recovery
deposits causing
disturbance.
New fencing, | Putting up fencing, Place fences away from
ponds, and digging ponds, and archaeological sites wherever

tree-planting

planting trees are all
likely to disturb any
underlying

archaeology

possible

Site ponds away from
archaeological sites

Do not plant trees on
archaeological sites without

expert advice

Caring for
monuments
on arable

land

Arable cultivation
damages
archaeological
remains by levelling
earthworks, by
churning up below-

ground remains, and

Take archaeological sites out of
cultivation

Direct drill instead of ploughing
Use minimum cultivation
techniques — rotavation instead

of ploughing
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by eroding
protective layers of

soil

On level land, reduce the current
plough depth to avoid new
damage (this is unlikely to work
on slopes)

Avoid introducing larger
equipment that increases the
plough depth

Avoid sub-soiling, pan-busting,
stone-clearing or new drainage
operations

Ensure cultivation and harvesting
operations do not encourage

compaction or soil erosion

Benefits of actions

7.460 Our protected landscapes are important for our visitor economy and

form part of our core offer: Accessible, protected natural landscapes —

offering meaningful, high quality and contemporary wellbeing experiences.

The landscape character, formed partly by agricultural practices, is one of

the special qualities for which many of our protected landscapes have

been designated. Millions of visitors enjoy these special qualities every

year. The 2015 review!®? described designated landscapes as ‘the new,

dynamic and productive “factories of well-being”.’

7.461 The 2017 review!® noted that the special qualities of the designated

landscapes go wider than their visual and amenity value and embrace

their vital role as a provider of wider public and private benefit both within

193 Professor Terry Marsden John Lloyd-Jones Dr Ruth Williams (2015) National Landscapes:
Realising their Potential The Review of Designated Landscapes in Wales The Review of
Designated Landscapes in Wales - Final Report (gov.wales)

194 Future Landscapes: Delivering for Wales. The Review of Areas of Outstanding Natural
Beauty and National Parks in Wales Future Landscapes: Delivering for Wales (gov.wales)
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and beyond their areas and that the intrinsic link between people and
place forms an important cornerstone of well-being in Wales.

7.462 CADW state!% that Historic features do not belong to archaeologists
and historians alone. They represent a resource for everyone and make a
huge contribution to our economy today. They are a critical part of a
landscape that attracts millions of visitors and underpins a thriving tourist
industry. They add interest to a range of countryside leisure activities and
indirectly support a wide range of diversified farm businesses, from bed-

and-breakfast accommodation to farmers’ markets
Improving air quality
Scale of issue

7.463 Exposure to air pollutants increases poor health and early mortality.
PHW estimate the equivalent of around 1,604 deaths are annually
attributed to PM2s exposure and 1,108 deaths to NO2 exposure. Air
pollution can disproportionately affect vulnerable population groups e.g.
children, older people, those with underlying disease. The societal cost in
Wales of air pollution from health service costs and lost work-days is
estimated to be £1 billion each year'®®.

7.464 Ammonia (NHs) in low concentrations does not impact human health,
but it combines with other gases to make Particulate Matter (including
PMz2.s). Agriculture contributes approximately 85% of Welsh ammonia
emissions!?’.

7.465 Poor air quality also has negative impacts on biodiversity. Ammonia,
and the resulting nitrogen depositions, can acidify soils and water, poison

lichens and lead to some plants outcompeting others!®,

195 CADW (2006) Caring for Historic Monuments on the Farm CF Mons on Farm COVER
07.06.06 (gov.wales)

196 https://phw.nhs.wales/services-and-teams/knowledge-directorate/research-and-
evaluation/publications/making-a-difference-reducing-health-risks-associated-with-road-traffic-
pollution-in-wales/#:~:text=In Wales%2C the societal cost,£1 billion each year.&text=from
engine emissions%2C tyres and,chemical reactions in the air.

197 40794 The Clean Air Plan for Wales (gov.wales)

198 Ammonia-report.pdf (royalsociety.orq)
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https://phw.nhs.wales/services-and-teams/knowledge-directorate/research-and-evaluation/publications/making-a-difference-reducing-health-risks-associated-with-road-traffic-pollution-in-wales/#:~:text=In Wales%2C the societal cost,£1 billion each year.&text=from engine emissions%2C tyres and,chemical reactions in the air.
https://phw.nhs.wales/services-and-teams/knowledge-directorate/research-and-evaluation/publications/making-a-difference-reducing-health-risks-associated-with-road-traffic-pollution-in-wales/#:~:text=In Wales%2C the societal cost,£1 billion each year.&text=from engine emissions%2C tyres and,chemical reactions in the air.
https://gov.wales/sites/default/files/publications/2020-08/clean-air-plan-for-wales-healthy-air-healthy-wales.pdf
https://royalsociety.org/~/media/policy/projects/evidence-synthesis/Ammonia/Ammonia-report.pdf

7.466 The below evidence quantified the cost of ammonia to biodiversity in

the UK. Whilst there is not a clear consensus on the best approach to

estimating the costs of biodiversity lost, the studies cited suggested costs

in the range of £0.2-£4.0 per kg of ammonial®.

Table 52. Estimated values of biodiversity loss due to ammonia

emissions
Estimate
(E per kg
Method Used of NHs, Caveats Sources
2018
prices?9)
Includes breakdown by habitat type
- 201 and notes differential dose response | Jones et
Willingness to pay | £0.42 depending on existing nitrogen al. (2018)
deposition. UK-specific.
Assumes society willing to bear the
Ecosystem £0.24 for COSts Of. , Ott et
restoration UK202 restoration and provide a lower al.(2006)
bound estimate of '
those costs.
Ecosystem damage
throug_h_ terrestrlfal £3.40- For all of Eurgpe, not UKTspecmc. Brink et al.
deposition — review ,04 | Based on estimates for nitrogen
. £16.80 : o (2011)
and analysis of rather than ammonia specifically.
prior estimates?3
No distinction made between effect
of
Environmental nitrogen and phosphorous, and costs glret(t%/()%t?’)
costs of freshwater 205 are quite N ’
o £0.60 analysed
eutrophication, heterogeneous. Values extrapolated by Brink et
mixed approach by Brink et al. aly (2011)
(2011) for N only. Freshwater costs '
only.

199 Ammonia-report.pdf (royalsociety.orq)

200 Converted to 2018 prices using Consumer Price Index (CPI), Office of National Statistics

(2018).

201 £414 per tonne (2017 prices).

202 €0.12 per kg in the UK (2004 prices).
203 | ower bound based on Ott et al. (2006) representing the cost for restoring biodiversity

loss; upper bound arbitrarily set at five times lower bound as a possible value when using an
ecosystem service approach

204 €210 per kg N, in 2004 prices.
205 €0.30 per kg N, 2002 prices
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Based on comparing current
legislation to the costs associated
with alternative legislative
approaches and the reductions in
emissions they would produce.

Eclaire
(2015)

Stated regulatory £3.70 for
preference UK?206

Source: RAND Europe Analysis in Royal Society Evidence Synthesis report on Ammonia2®7

7.467 Actions funded under this purpose have the potential to offer cost
savings through reduction in poor health and early mortality and deliver
biodiversity benefits. These biodiversity benefits can in turn contribute to
positive health outcomes by ensuring ecosystems can continue to

intercept harmful particulates.

Targets

7.468 For the UK to meet the National Emissions Ceilings Directive (NECD)
target for 2030, ammonia emissions need to be 16% lower compared to
2005 levels. Compared with the other NECD pollutants, ammonia
emissions have fluctuated, falling between 1990 and 2007 but rising since
then. Since 2005, ammonia emissions from agriculture have not seen
significant reductions at a UK level; indeed, ammonia emissions from

fertiliser and digestate were higher in 2019 than in 20052,

Actions to deliver outcome

Low spreading techniques

7.469 Farmers are already required to use spreading equipment with a low
trajectory under the Water Resources (Control of Agricultural Pollution)
(Wales) Regulations 2021, however, precision methods can lead to even
fewer emissions and greater benefits. Incorporation of manure below the

surface of the soil can reduce ammonia emissions by up to 98%72%,

206 Assumed 2014 prices (not stated).

207 Ammonia-report.pdf (royalsociety.orq)

208 National Atmospheric Emissions Inventory, ‘Ammonia emissions from agriculture’.
209 ERAMMP Rpt-68 Decarb Evidence Review_en_0.pdf
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However, timing of application is important, undertaken when the crop is
best able to take up nutrients. Slurry applications in autumn and winter
result in excess soil nitrogen, when there is more moisture in the soil,
whereas emissions are far lower is slurry is applied in spring?l°. Deep
injection, which can lead to a 90% reduction in ammonia emissions,

should only be performed when the soil is dry to prevent water pollution?!1,

Slurry store covers

7.470 Placing a cover over a slurry store, which can take the form of a fixed
cover, a floating sheet, or slurry bags, prevents rainwater dilution, resulting
in a saving in store size. Each cover type has associated advantages and
disadvantages. For new steel and concrete tanks, evidence from
ERAMMP modelling?'? showed that both lightweight rigid covers and
flexible, tent-type covers reduce ammonia emissions at storage by about
80%. Floating sheets are a good option for earth-banked lagoons, emitting
50% less ammonia than an uncovered store. Slurry bags can lower
ammonia emissions from storage by around 95% but have a limited
capacity and may not be suitable for all locations.

Livestock housing

7.471 Ammonia emissions can be minimised by transferring slurry to store as
quickly as possible and reducing exposure to air. Solutions to reduce
emissions include frequent scraping, keeping poultry muck dry, air
treatment, and low emission flooring. ERAMMP?'3 model outputs showed

the following:

a)Frequent scraping (dairy cows) — Resulted in 15% less ammonia lost

at housing.

210 CLIMATE CHANGE AND AGRICULTURE — MITIGATION AND ADAPTATION OPTIONS
(gov.wales)

211 | ow emission slurry spreading systems help to reduce ammonia emissions (qub.ac.uk)
212 ERAMMP SFS Evidence Review 8 Air Quality v1.1.pdf

213 |pid.
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b)Low-emission flooring (dairy cows) - Grooved floor systems with
tooth scraper can lower ammonia emissions in housing by 35%.
c)Poultry muck drying — Increasing dry matter from 30% to 60% lowers
ammonia by 30%.

d)Air treatment — Systems which are fitted to the outlets of mechanically
ventilated housing and are effective where the animals are kept indoors
for the majority of the time, with some reducing ammonia emissions in

the exhaust air by up to 90%

Additional Benefits to Farmers

Targeted slurry application

7.472 Lower levels of fertiliser need to be applied to meet crop needs as
losses to air and water are reduced. The value of nitrogen gained by
applying slurry with a low emission spreader than compared to a splash

plate, depending on time of year, can be as high as?!*:

a) £12/ha more with trailing shoe;

b) £19/ha more with shallow injection.

7.473 This targeted application can also lead to increased yields. Trailing
shoe use is estimated to increase yields of second cuts of silage by 21% in

comparison to splash plate use?'°.
Slurry store cover
7.474 Savings arise from a reduction in the volume of slurry needing to be

stored and the slurry having higher fertiliser value through being less

diluted by rainfall. In a Catchment Sensitive Farming case study, the farm

214 2020 - Spreading the benefits — Low Emission Slurry Spreading (LESS) - Teagasc |
Agriculture and Food Development Authority
215 AFBI Low emission slurry spreading systems help to reduce ammonia emissions

(qub.ac.uk)
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saved £1,658 a year by diverting water away from the slurry store?6 in
addition to reducing ammonia emissions and improving compliance with

regulatory requirements.

Low-emission livestock housing

7.475 Frequent scraping and low-emission flooring both contribute to
potential savings through improved living conditions and animal foot

health, as they provide a cleaner, drier environment for livestock.

Improving water quality

Scale of issue

7.476 It is estimated that nutrient losses to water from agriculture in Wales
total around 37,000 tonnes of nitrate-N and 700 tonnes of phosphorus to
water each year?!’. As well as being detrimental to water quality, nutrient
loss also impacts on farm business performance.

7.477 National Resources Wales (NRW) have identified phosphorus pollution
as a “significant problem” in rivers in Special Areas of Conservation
(SACs) in Wales and have introduced substantially tighter revised targets
for the reduction of phosphorus pollution?®. NRW note the risks of algal
blooms, loss of nutrient-sensitive species and deoxygenation of river
substrates. NRW also state that water draining from farms and farmland is
one of the top five causes of bathing water pollution, with manure and
slurry washing into rivers and resulting in faecal material entering the sea.

7.478 The loss of soil resource through erosion also impacts on water quality,
and can contribute to the eutrophication of waters, poor water quality

leading to poor ecosystem function, and sedimentation of water

216 Reducing ammonia emissions from slurry storage on a dairy farm - CSF171
(naturalengland.org.uk)

217 Environment and Rural Affairs Monitoring & Modelling Programme (ERAMMP) Sustainable

Farming Scheme Evidence Review Technical Annex
218 compliance-assessment-of-welsh-sacs-against-phosphorus-targets-final-v10.pdf
(cyfoethnaturiol.cymru)
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courses?®, In addition, the Food and Agriculture Organization of the
United Nations (FAO) report ‘Status of the World’s Soil Resources’?2°
notes that soil degradation and erosion could lead to problems producing
enough food to satisfy demand. Therefore, actions to reduce soil erosion
are necessary for food security as well as water quality.

7.479 Costs arise from poor water quality in a number of ways, the most
notable of these is the cost to clean and treat polluted water. The National
Audit Office has estimated the cost of water pollution to be between £700
million and £1.3 million per year in England and Wales??t. The
Environment Agency estimates that around two thirds of the diffuse
pollution in the watercourses of England and Wales comes from
agriculture, including 60% of nitrates, 25% of phosphates and 75% of
sediments??2, In addition, the poorer the water quality, the more it costs to
treat prior to human consumption, and consumers will bear these costs
through their water bills.

7.480 In Wales, coastal and inland water bodies provide and environment for
sport and recreation, both for residents and tourists. Partaking in sport or
outdoor activities (including those relating to water) was mentioned as a
reason for visiting Wales by 44% of staying visitors, 30% of day visitors
and 45% of overseas visitors in 2019223, with “Sport, amusement and
recreation activities” generating £467m Gross Value Added in Wales in the
same year??*, Data from the 2014/15 Welsh Outdoor Recreation Survey
showed that £5.6bn was spent during visits to the outdoors for recreation
by people living in Wales, with 63% spending money while visiting the
beach, 74% while visiting the sea, and 64% while visiting other coastline.

7.481 Research on water quality in Wales found that “...improving water
guality of a beach from good to excellent has an estimated value of £2.58
per existing visit and leads to an average 52% increase in the number of

visits, resulting in an overall value of £199,164/month per person” and that

219 Environment and Rural Affairs Monitoring & Modelling Programme (erammp.wales)

220 Status of the World's Soil Resources: Main Report (fao.org)

221 National Audit Office Report (HC 188 2010-2011): Environment Agency: Tackling diffuse
water pollution in England (nao.org.uk)

222 | gyout 1 (ofwat.gov.uk)

223 \Wales Visitor Survey: 2019 | GOV.WALES

224 \Wales Visitor Economy Profile: 2021 | GOV.WALES
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“Improving water quality of a river stretch to above bad/poor has a value of
£0.99 per existing visit and leads to a 64% increase in the number of visits,
resulting in an overall value of £15,671/month per person”??®, This
demonstrates the scale of the potential cost of missed economic gain due
to poor water quality, as well as the potential loss that could be incurred if

water quality were to deteriorate.
Targets

7.482 Following the UK’s exit from the European Union, the Water
Framework Directive has been retained in UK law and NRW have plans in
place to meet the Directive. NRW also have Habitats Directive targets, for
example in relation to phosphorus as noted above.

7.483 The Bathing Water Regulations 2013 requires the Welsh Government
to annually identify all popular bathing areas in Wales and monitor the
quality of these bathing areas. In 2021, there were 105 bathing water
areas in Wales, with 85 classed as “excellent”, 14 as “good”, and six as

“sufficient”.

Actions to deliver outcome

7.484 Actions that can be undertaken within agriculture to improve water
quality include those which intercept pollutants before they enter
watercourses, and those which reduce the emissions of pollutants in the
first place.

7.485 Riparian areas - natural or re-established grassland areas or
streamside corridors made up of tree, shrub, and grass plantings, which
act as a buffer against nutrient loss to water. They also provide shade
which can suppress algal growth and lower water temperatures. Riparian
zones must, however, be properly managed due to the risk of woody
material blocking or damaging downstream culverts and bridges which

would increase rather than reduce flood risk.

225 Revealed preference valuation of beach and river water quality in Wales: Journal of
Environmental Economics and Policy: Vol 11, No 1 (tandfonline.com)
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a) Nutrient Management Planning (NMP) — both the amount of any
nutrient applied to soil and the timing of the application are important to
meet nutrient demand and prevent unnecessary pollution through losses.
Understanding soil composition, though testing, and nutrient demands of
crops help to determine crop selection and allow for nutrient application
which meets of the crop, resulting in application only go that which is
necessary. The Water Resources (Control of Agricultural Pollution)
(Wales) Regulations 2021 require farmers to undertake NMP in relation to
nitrogen, but farmers can further reduce their emissions by undertaking
testing as part of their plan, and undertaking planning in relation to other
nutrients such as phosphorus.

b) Multispecies cover crops — Planted when the land would otherwise
be bare, to prevent excess water in the soil and to reduce run-off,
especially as a result of heavy rain fall. Using multiple species helps to
balance nutrients, improving fertility. Research suggests that the cost of

implementation can be offset by increased future yields.

Benefits of actions

Riparian areas

7.486 ERAMMP?26 evidence suggests that natural flood management
techniques such as riparian zones are unlikely to provide much relief in
large and extreme flooding events, however, their value as an interceptor
for pollutants can be realised relatively quickly. The resulting
improvements to water quality will lead to reduced water treatment costs
and economic benefit through sport, recreation, and tourism both inland
and downstream at the coast.

7.487 The Woodland Trust also note that increased water temperatures can

upset river ecosystems, impacting on water quality. The shade provided by

226 ERAMMP SFS Evidence Review 9 Flood v1.1.pdf
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trees, shrubs, and other vegetation makes a substantial difference to water
temperature, delivering ecological benefits??’.

Nutrient Management Planning (NMP)

7.488 NMP can have benefits to the public and to farm businesses. Reducing
the likelihood of nutrients entering water courses will have benefits in
relation to water treatment costs (ultimately borne by consumers through
their water bills). An understanding of nutrient requirements, and
appropriate application of nutrients will improve farm profitability by
reduced fertiliser use??®. Newell Price et al., (2011) found that the use of
fertiliser recommendation systems could potentially reduce phosphorus

losses by around 5%, depending on current nutrient use?2°,

Multispecies cover crops

7.489 Evidence has shown that, while there is an apparent financial incentive
for farmers to grow the most profitable crop at all times, there are long-
term yield increases which offset the short-term costs of introducing crop
rotations. This stems from replenishing nutrients and breaking disease and
pest cycles?®. A 2016 study by AHDB over five years found a mean yield
response of 0.36 t/ha from autumn cover crop use ahead of spring barley,
leading to a benefit of £43/ha in spring barley with typical nitrogen-N
application?3!, Increases were greater where no N was applied, although
yield and price benefit were lower overall. Other studies have also found
increased yield with different crops?®2. Further savings arise from

decreased fertiliser use?33,

227 keeping-rivers-cool.pdf (woodlandtrust.org.uk)

228 Environment and Rural Affairs Monitoring & Modelling Programme (ERAMMP) Sustainable
Farming Scheme Evidence Review Technical Annex

229 Method No (alterra.nl)

230 Microsoft Word - 120712 Crop rotation briefing_final (foeeurope.orq)

231 1r90.pdf (windows.net)

232 NFS-313-AAB-NFS-2014.pdf (tmaf.co.uk),
SustainablesoilmanagementandcovercroppracticesESA2016.pdf,

233 Microsoft Word - 120712 Crop rotation briefing final (foeeurope.orq)
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Table 53: Mean responses (five years) for yield and margin over N for

autumn cover crop use ahead of spring barley

No cover crop | Following Difference
cover crop

Yield (t/ha)

No N application 3.64 4.6 0.96 (+26%)

N applied at 150kg/ha | 5.56 5.92 0.36 (+8%)
Price margin (£/ha) over N

No N application 437 552 115

N applied at 150kg/ha