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Choosing the Right Ingredients - The Future for Food in
Scotland

Response From SAOS — The Scottish Agricultural
Organisation Society, April 2008

Scottish Agricultural Organisation Society (SAOS)

1.

SAOS is a specialist development organisation owned by 80 agricultural and
rural co-ops (our members). Their collective turnover was £1.3 billion in 2007.
Through their co-ops, farmers organise for efficient production (making best
use of machinery, labour and land), co-operate to purchase farm inputs, and
collectively store, prepare for market, and in some cases, process, their
produce for market. Several key Scottish food and drink brands are owned by
agricultural co-ops. Cooperation also enables very small producers to achieve
scale and collective benefit, for example by staging farmers markets. A ‘key
points’ fact sheet on the agricultural co-op sector in Scotland is appended.

The purpose of SAOS is to strengthen the profitability, competitiveness and
sustainability of farming, the food and drink industry, and Scotland’s rural
economy, by promoting and assisting cooperation and collaboration amongst
farmers and along supply and distribution chains. SAOS has specialist skills
and experience in researching, innovating and implementing farm and supply
chain strategies that satisfy customer demands through cooperation and
collaboration. We also practice collaboration. We initiate and manage
complex, multi-partner projects, and we participate in many industry and
government stakeholder groups. In addition, SAOS provides a range of
services especially designed to support co-op directors, who are mostly
farmer non-executives. Our main work-streams are cooperation in agriculture,
collaboration in supply chains, local foods development, and carbon
management. SAOS is prohibited by its constitution from distributing profits.

We welcome this opportunity to contribute to the “discussion” on the future of
food in Scotland. In this response, we indicate our support for establishing a
national food policy, we give our perspective on priorities, and we indicate
how SAOS can contribute to achieving the vision for food in Scotland.

Our Response to the Vision for Food In Scotland

4.

We are supportive of the vision statement set out on page 3 of the discussion
paper. We welcome the formulation of a national food policy as suggested by
the Cabinet Secretary in his introduction, that is consistent with the following
statement from page 5; “We need to be sure that this new, more joined up
approach is understood and taken on board by everyone, not just in the
industry but throughout Government and all the public and voluntary agencies
whose interests overlap in any way with food and drink”.

We support the aspirations of the vision statement for the following reasons:

a. The full potential contribution and impact of food across Scotland’s
society, economy and environment is acknowledged. The objectives
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to make Scotland healthier, wealthier and fairer, safer and stronger,
greener and smarter are unarguable.

b. A coherent policy, ultimately with supporting action, will help to raise
awareness of the significance of food amongst Scotland’s populace.
This will help to ensure that food related issues receive high profile
and priority, consistent with their importance to Scotland.

c. The formulation of policy can be considered in light of best practice
elsewhere in the world, and new ideas and innovation can be
researched and developed for application in Scotland.

d. A single policy will help to ensure that consistent judgements are
made in defining priorities and resource use across the many
dimensions of food — health, the economy, rural Scotland, climate
change, etc.

e. In formulating a single policy, potential, perceived and actual conflicts
between different interests can be identified and either reconciled or
managed. Achieving balance, or simply acknowledging where
tensions will continue to persist, will be important in securing support
for the policy.

6. From our particular perspective as a farming and food industry development
organisation, we support the vision statement for the following reasons:

a. Food production (farming in particular) is one of Scotland’s most
valuable primary industries and remains the cornerstone of all that is
rural Scotland. The industry merits Government priority and support,
and appropriate context alongside other food related interests.

b. Scotland’s food and drinks industry is distinguished in the market by
its special attributes of location, farming systems and high quality.
These attributes are afforded premium values in the global market and
there is opportunity for market growth. The industry recognises it can
increase its contribution to Scotland’s economic performance, and has
adopted a strategy (in Scotland Food and Drink) to achieve this,
providing a basis for consistency with Government food policy.

c. The farming and food industry may be able to increase its contribution
to the achievement of related Government objectives, such as health,
social justice and tourism. Researching and formulating food policy
should enable such opportunities to be identified and addressed.

d. The farming industry in Scotland is currently contracting, as several
sectors suffer from persistent low financial returns (or losses).
Formulation of a food policy would require proper and current
evaluation of the contribution that farming is expected to make to a
range of policy objectives, and commitment to an agreed future vision
for farming to which government and industry can commit. This would
help to increase farmers’ confidence, and improve the prospects of the
potential contribution of farming being realised for Scotland.
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7. In addition to supporting the vision for food in Scotland, we make the following
observations:

a.

A cross-cutting food policy runs the danger of being always out of date
relative to current change pressures and needs, such would be the
degree of research, analysis, policy revision and consultation involved.
Broad objectives, against which to check strategy actions, would be
more enduring than prescriptive detail.

There must be a means of revisiting and refreshing the food policy for
it to remain current, and therefore relevant. Issues of ascending and
descending priority should be regularly reviewed. For example, issues
of food security and global food production trends, labour availability,
water management and competition for land use, are all currently in
the ascendant. These look set to become important policy drivers in
Scotland.

Tensions and conflicts across areas of policy should be identified and
discussed with interested stakeholders to create understanding and
ensure transparency. Failing to do so will undermine the authority of
the strategy, and support for it. Within the farming and food industry, it
is questioned why the discussion paper makes no mention of the
drinks industry. The same farm output (cereals) may be destined for
either food or drink production. The drinks industry makes one of the
most significant contributions to the economy, and to Scotland’s
international identity.

Priorities and What SAOS Can Do To Help Deliver the Vision

8. We identify the following priorities (in no particular order) that the food policy
should address:

a.

Innovation in agriculture; Scotland’s farming industry must make its
contribution to addressing food and energy challenges in the context
of the global market place. As in every industry, investment in
innovation is vital for future competitiveness, but Scotland’s farming
has suffered a long period of low profitability, and investment by both
industry and governments in production research and business
innovation has slowed. This trend must be reversed for Scotland’s
farming and food industries to make their full potential contribution.
Our primary production, and the organisation of farmers in marketing
chains, must be ‘world class’ to survive, continuously improving its
performance. Government policy should prioritise and invest in action
to increase production and structural innovation.

Fairness in marketing chains; there is a continuously growing
imbalance of power in marketing chains to the main multiple retailers.
This has created a range of effects that constrain the farming and food
industries from achieving their full potential in Scotland. Lack of trust
deters transparency, which undermines confidence in long term
planning and constrains availability of investment capital. Arguably,
the degree of value that has transferred to multiple retailers has been
a significant contributor to slowing innovation in Scottish agriculture.
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Government policy should overtly support Scotland Food and Drink in
seeking to change this aspect of the market environment, and identify
measures that it can take that will complement the actions of Scotland
Food and Drink.

c. Improving health in Scotland; the need for improving over-all health
in Scotland is beyond question. A more concerted discussion amongst
farming, food industry and health, stakeholders is required. Currently,
we perceive a lack of sufficient opportunity to engage in joint policy
consideration and planning, and very limited understanding amongst
the various stakeholders of what may, or not, be reasonable
objectives and expectations to set for themselves and others.
Government’s priority should be to overcome these constraints,
leading and facilitating joined-up action.

d. Addressing climate change; the contribution that farming and food
production and distribution make to green house gas emissions and
the use of natural resources is becoming clearer. Increasing
environmental sustainability is consistent with the priorities identified
above; more efficient production and marketing chains, with reduced
waste, contribute to environmental sustainability as well as market
competitiveness. The food policy should set the challenge for Scotland
to become a leader in environmentally sustainable, economic, food
production.

9. SAOS has adopted aims and strategies that we believe reflect the priorities
above, in the development of the farming and food industries, and which
make a positive contribution towards delivering the vision for food in Scotland.
We consider that these should be specified in the actions required to
implement a national food policy. SAOS’ strategies are consistent with, and
complementary to, the ‘industry strategy’ adopted by the members of
Scotland Food and Drink, and we are actively engaged in delivering the
industry strategy. We intend to continue and expand our work, thereby
increasing our contribution. In summary:

a. We aim to increase farmers’ participation in agricultural co-ops and
joint enterprise. This will contribute to creating a smarter, wealthier,
fairer, safer and stronger Scotland. Farmer participation in cooperation
enables an efficient and effective strategy for innovation and fairness
in value chains. Cooperation amongst farmers empowers them to
overcome the disadvantages of small individual scale. (The rationale
for this is set out below.)

b. We aim to increase collaboration in food supply and marketing chains
and networks, increasing trust, transparency, innovation and fair value
for all participants. This will contribute to creating a smarter, wealthier,
fairer, safer and stronger Scotland. (The rationale for this is set out
below.)

c. We aim to assist the development and expansion of local food
production and distribution, and increase access to local food by all
sectors of the population. This will contribute to creating a smarter,
wealthier, fairer, healthier and greener Scotland. (The rationale for this
is set out below.)



d.

We aim to promote and develop the opportunities to manage and
reduce green house gas emissions through collaboration and
cooperation amongst farmers and collaboration in food supply and
distribution chains. This will contribute to creating a greener, smatrter,
safer and stronger Scotland. (The rationale for this is set out below.)

10. In addition to the above strategic action that SAOS is taking, we believe that
we can perform an increased role at the interface amongst various ‘food
stakeholders’. We already manage and participate in many stakeholder
groups, helping participants to identify common interests and common
purpose, and to formulate objectives and action plans. We believe that
convening and facilitating diverse stakeholder groups will be essential in
generating broad ‘ownership’ of a food policy in Scotland. We offer our skills
and services to assist.

Increasing Cooperation Amongst Farmers - Rationale

11. The rationale for farmers cooperating is clear, supported by evidence from
within the UK and around the world. Some of the main benefits are:

a.

Increasing farmers’ share of the value of food and drink; academic
research carried out in the USA has concluded that the difference
between ex-farm prices and retail prices narrows as the market share
of farmers’ co-ops increases. Improved marketing chain efficiencies
result when the competitive pressures created by farmers’ co-ops
remove the opportunity for over-reliance by processors on decreasing
ex-farm prices to generate profits. In addition, cooperation enables
farmers to aggregate produce and capital, to vertically integrate and
create value-adding, food processing, businesses which invest in
Scotland for the long term.

More secure, stable, predictable markets; farmers participating in
marketing chains via cooperation and collaboration enjoy better
market information, early opportunities to satisfy emerging market
demands, better feed-back on farm product output, less market risk
and ‘distressed selling’, and more security of market. These benefits
enhance their profitability and sustainability.

More cost efficient farming; farm profit and loss accounts benefit
directly, and in the short-term, when farmers adopt cooperation as a
strategy to make more efficient use of their assets of machinery,
labour, land and capital, sharing investment and managing farms
more efficiently. Cooperation enables innovation, providing
opportunities not available to individual farm businesses.

Maintain rural community and infrastructure; farmers’ cooperatives are
pillars of rural capacity and development, employing and investing in
local people, facilities and businesses, and assisting in diversification
of the rural economy. Farmers’ co-ops make a positive contribution to
creating sustainable, inclusive, rural communities.



e. Enhancing quality of production; agricultural cooperatives facilitate
best practice and innovation in both farm assurance and traceability of
primary food production.

12. As dependence on market returns and competitiveness increases, so too
does the relevance and value of cooperation to those farm businesses who
were in the past motivated, in part, by the subsidy regime. For others, farming
without involvement in cooperation is no longer feasible, and it has become
typical for an arable farmer in Scotland to participate in a cereals’ storage and
marketing co-op, a potatoes’ storage and marketing co-op, a machinery ring,
and a farmer-owned agronomy advice and buying group. These provide
multiple business and market benefits, enhancing profits, market security and
business sustainability.

13. Cooperation enables farmers to overcome the disadvantages of being small
businesses, fragmented across rural areas. Cooperation is making an
increasing contribution to strengthening Scotland’s farming and food industry
at three levels: more competitive farming - making more efficient use of
resources and skills via shared machinery and labour, joint venture
enterprises, and joint venture farming companies; participation in the
marketing chain - addressing market and investment needs collectively by
aggregating uniform quality product, integrating in marketing chains and
adding value, and selling direct to consumers; achieving strategic strength -
by investing in food processing and supplying direct to multiple retailers, food
service companies and export markets. SAOS’ specialist cooperative
development role, increasing cooperation amongst farmers and growers, will
make a positive contribution to achieving the vision for food in Scotland.

Increasing Collaboration in Supply and Marketing Chains - Rationale

14. In 2005, research carried out by SAOS found that effective, consumer-
orientated, commercial, supply chain collaboration, was a key contributory
factor to competitiveness. The research found that:

a. Collaborative chains respond more quickly to market opportunities;

b. Collaborative chains are more likely to be competitive and sustainable
for all chain participants, and

c. Transformation from ‘traditional’ to ‘collaborative’ chains can deliver a
step-change in competitiveness and performance.

15. Based on our research, we concluded that the adoption of collaborative chain
practices in UK food and drink has been only partially successful so far, and
can be described as being at a relatively early stage of development. To
date, collaboration has been more concerned with cost saving than with value
creation and joint commitment, and has not engendered trust and
transparency in many chains. Addressing these shortcomings through greater
collaboration will make a positive contribution to achieving the vision for food
in Scotland.

16. SAOS is a member of Scotland Food and Drink. We participate on the Board
of Directors and in the Executive Group. In addition, we currently act as Chair
of the Collaboration Working Group.



Developing & Expanding Local Food Production & Distribution - Rationale

17. As awareness of local foods in the market is increasing, so too is the scale of
the potential market. Many opportunities to further extend the benefits of
local foods in local ‘economies’ have been identified and are consistent with a
drive towards achieving sustainable procurement and improved access.
However, the development of local food manufacturers and supply chains in
Scotland, which are currently often micro-scale, and the development of the
market, are taking place in a fragmented pattern.

18. In addition, because the development of Scotland’s local foods economy is of
interest to several Scottish Government departments and agencies,
fragmentation in the business environment is repeated in the policy and
support environment. In 2006, we completed an overview project for
SEERAD, identifying several strategy and development related issues that we
believed to be constraining growth.

19. SAOS aims to assist the development and growth of Scotland’s local foods
economy, applying our resources to developing the role of co-operation and
collaboration, which will enable small-scale producers to effectively and
efficiently supply customers, by overcoming the disadvantages of their
individual small scale, and by collaborating in effective supply chains. We
intend to build our contribution to the development of the sector by working
with businesses and other stakeholders in addressing development
constraints.

20. In so doing, we will seek to improve access to local foods in target
populations by working with local networks and agencies, addressing
identified needs. Our action will contribute to achieving the vision for food in
Scotland.

Developing Cooperation to Manage Green House Gas Emissions - Rationale

21. The Stern Review on the Economics of Climate Change reported that
agriculture was responsible for 14% of global greenhouse gas emissions, and
predicted that emissions from agriculture are set to increase as more land is
brought into cultivation to feed the world, and as increasing prosperity drives
meat consumption. Political and market motivation for environment
sustainability is beginning to demand that agriculture manage its contribution
to carbon emissions.

22. Cooperation will be essential in enabling agriculture to effectively manage
carbon emissions, and has many proven and potential applications. All the
following solutions contribute to reduced emissions, as well enhancing value
and profits:

a. Using machinery rings, or joint venture farming, to increase efficiency
of machinery, fuel, fertiliser and agrochemicals use;

b. Membership of a professional marketing group that interfaces with a
group of farmers and the rest of the supply chain to meet customers’
demands and help manage the total chain carbon footprint;



c. Group investment in bio-digestors to reduce the impact of animal
wastes;

d. Group production and marketing of renewable fuel crops, and
development of supply chains;

e. Group investment in electricity, heat, or biofuel production to add
value;

f. Creation of local food production and distribution networks to improve
the carbon footprint of local foods.

23. SAOS aims to promote and assist cooperation and collaboration in carbon
management, and the establishment of renewable energy enterprises, in
response to supply chain demands and Scottish Government’s policy
objectives. Our action will contribute to achieving the vision for food in
Scotland.

Conclusion

24. We support the vision for food in Scotland, and the formulation of a food
policy for Scotland. We consider it important that food policy formulation is
inclusive and addresses potential conflicting priorities. We consider it
essential that a means of refreshing food policy is identified. We believe that
SAOS already makes an important contribution to delivering the vision for
food in Scotland, and that the priorities we have identified should be
incorporated in a food policy. We aim to increase our contribution in the years
ahead toward achieving the vision for food in Scotland. We offer our services
and full participation.



