THE SCOTTISH COUNCIL FOR

DEVELOPMENT AND INDUSTRY

RESPONSE TO THE SCOTTISH GOVERNMENT DISCUSSION PAPER ON
‘CHOOSING THE RIGHT INGREDIENTS: 

THE FUTURE FOR FOOD IN SCOTLAND’
1. The Scottish Council for Development and Industry (SCDI) is an independent membership network that strengthens Scotland’s competitiveness by formulating policies to encourage sustainable economic prosperity. Its members are drawn from businesses, local authorities, trades unions, educational institutions and the voluntary sector from across Scotland.
Executive Summary & Main Recommendations

Introduction 

2. SCDI warmly welcomes the Scottish Government’s discussion paper on a National Food Policy and the commitment to a joined up approach to delivery - by the Scottish Cabinet and all Ministers, the entire public sector, the food and drink industry, the supply chain and other interested players. SCDI welcomed the launch last year of the industry-led Scotland Food and Drink which aims to grow the sector’s annual sales from £7.5bn to £10bn by 2017. Success would contribute significantly to achieving the target in the Government Economic Strategy to match the growth rate of the small independent EU countries by 2017, and particularly benefit rural Scotland. 
Scope of the Discussion Paper

3. SCDI believes that the discussion paper has been too narrowly drawn and does not adequately address the full range of ingredients which will determine whether Scotland will maintain and grow its profitable food industry. These are highlighted in SCDI’s response. SCDI is also strongly of the view that the national food policy should be aligned with the national body led by industry and supported by the Scottish Government, and include food and drink. Finally, SCDI believes that a full Scottish food policy needs further explanation about the UK, European and global context. Scottish food and drink sales are at present £2.8bn to the rest of the UK and £3.6bn to outside the UK. This underlines the importance of the UK market to Scottish producers. SCDI understands that the Cabinet Office is also developing a food policy. It is important that the Scottish Government and the UK Government co-ordinate their activities and actions, and ensure that there is a joined up policy approach which supports Scottish businesses and the Scottish economy.
Choosing the Right Ingredients
4. SCDI’s response recommends many policies which would have positive economic, social and environmental outcomes. However, clearly this will not always be possible. For example, by discouraging product sales on the grounds of health or sustainability, Scottish produce may be penalised - it may be more energy efficient to import some seasonal produce at certain times of the year, and restrictions on alcohol sales in supermarkets would undoubtedly limit the opportunities for sales by smaller, niche Scottish brewers. The discussion paper is keen to stress the integration of outcomes, but too slow to acknowledge that there will inevitably be regular tradeoffs between the economic, social and environmental, and set out how these choices will be made. There will be many occasions when a delicate balance has to be struck. The final National Food Policy should indicate how government would resolve potentially conflicting objectives and how these will be prioritised.
5. The Scottish Government’s overarching purpose is sustainable economic growth and this should also be the key priority for the National Food Policy. In seeking to achieve its vision, the Scottish Government should work with the market and in partnership with the food and drink industry. It should seek to influence consumer behaviours through informed choice. It should prioritise businesses with growth potential, aiming to build capacity and critical mass. The discussion about local procurement and delivery of food should not be at the expense of greater focus on how to boost Scottish food and drink exports. 

SCDI’s Vision
6.  SCDI’s response considers the overall context for food and drink, and then sets out five major challenges/ opportunities. Its key recommendations are:

· Global Context
· Food policy to be more international in its outlook

· Scotland to seek to play a role in addressing the global food challenge e.g. trade, crop research 
· Competitive
· Rising to the skills challenge e.g. by promoting careers to young people, graduates, scientists, and providing more funding to private training providers for vocational training
· Investment in transport, including rural, following Strategic Transport Projects Review, support for multi-modal freight hubs and consolidation centres

· More opportunities for SMEs to collaborate on public sector procurement, encourage buying of fresh food from local suppliers
· Scottish Ministers to argue for removal of trade barriers on Scottish products, ensure that Scottish policies do not send international signals encouraging policies which are harmful for Scottish exports 

· Draw up overview of national waste management, provide more recycling and waste treatment centres, promote SME co-operation on waste management and markets for materials recycling

· Regulatory regime to maintain competitiveness and promote investment, while recognising the value of Scotland’s environment

· More detailed consultation on regulations - and visits to individual business premises - before laws are drawn up, a mandatory Business Impact Assessment for Scottish legislation
· Innovative 
· Greater emphasis on innovation and technology utilisation in the supply chain

· Scottish Government to review public sector support for innovation to see if effectiveness and accessibility could be improved

· Strengthen links between industry and academia

· Consider more support for Scotland Food and Drink plans for academic centres for Innovation and Value Network Initiatives
· Collaborative 
· In line with the industry-led partnership Scotland Food and Drink, National Food Policy to include Drink
· Responsible and Sustainable
· Government to work with the market e.g. improving consumer information, celebrating healthy and sustainable products, while maintaining competitiveness 

· Highlighting health and sustainability as key elements of the value proposition for Scottish food

· Food and drink industry should seek to become an exemplar in respect of workplace health and wellbeing
· Government to work with industry on sustainability, recognising the scale of the challenge, offering incentives to change behaviour, taking advantage of any trend to local produce 
· More consistency by councils in materials accepted for recycling, government and industry to work together to reduce food waste
· Presentation  
· Better joined up approach to export promotion, international trade and food and drink related tourism
· Scottish Government and industry to look for more opportunities to spotlight and celebrate Scottish food at home and, through all available overseas offices, around the world
· Government and industry to consider collective promotion of Scotland’s Protected Geographical Indications, products and places
Delivery and Measurement
7. There is a need for greater clarity in the final document on how the aims and objectives of the National Food Policy are to be achieved. It would also be useful if it contained a set of meaningful measurements to assess:

· progress on key outputs e.g. exports, skills, procurement, carbon etc.
· how the National Food Policy has contributed to wider goals such as matching the economic growth rate of other small European nations.

Conclusion 
8. SCDI welcomes the participative approach which the Scottish Government is taking to the development of a National Food Policy. The level of interest in the discussion has been remarkable. This participative approach must be maintained beyond the lifespan of this consultation because long-term buy-in will be needed from everyone involved if the National Food Policy is to achieve its many ambitions. This must be a living document, open to new ideas and able to adapt to a changing global context. SCDI looks forward to continuing to engage with the Scottish Government and our members to deliver Scotland’s National Food Policy and its potential economic benefits. 
‘CHOOSING THE RIGHT INGREDIENTS: 

THE FUTURE FOR FOOD IN SCOTLAND’
Global Context 

9. Food is a hot topic. Food prices have risen by 57 per cent in a year according to the UN’s Food and Agriculture Organisation. Prices for almost all edible commodities climbed to record levels last year and food inflation in the UK is at the highest rate for a generation. According to a retail survey, a basket of common items costs 15 per cent more than a year ago and annual food bills for the average UK family are up by £800. Global prices are still rising, although more slowly, and UK supermarkets appear to have been mitigating the inflationary pressure on consumers to an extent recently, albeit this may be at the expense of further squeezing their suppliers’ margins. It therefore seems incredible that these global trends are not mentioned in the discussion paper.
10. The pressures behind these unprecedented rises are not going away. They include: higher demand in rapidly developing countries with huge populations like China and India for grains, for food and animal feed; recent crop failures in major producing countries, which may become more common with climate change; and fast increasing biofuels consumption to meet growing energy demands, which a recently published report for the UN and the World Bank estimates has helped to push global food prices up by 83 per cent in the past three years. The authors also projected that the international demand for food was set to double in the next 25-50 years, primarily in developing nations.
11. A number of shorter and longer-term solutions have been proposed. A successful WTO round and reform of the EU Common Agricultural Policy and the reduction in agricultural tariffs would improve the opportunities of developing countries to produce and export agricultural goods and reduce the inflationary effect of CAP on UK consumers. New technologies and greater investment would make global agriculture productive and profitable. EU biofuels policies and targets could be reviewed and changed. Clearly, the Scottish Government does not have lead responsibility for the majority of these issues. However, Ministers do have clear influence on energy and agriculture policy. Moreover the Scottish Government’s new International Strategy pledges a stronger voice and influence for Scotland within the UK and Europe on issues such as trade and agriculture policy. Ministers can advance these positions in governmental meetings and overseas visits.  Through the International Strategy and the international development budget, Scotland is also committed to a playing a constructive role in the developing world. The Scottish Government can support Scottish research institutions in leading research into improving yields and climate change resilient crops to help worldwide agricultural production keep pace with increased demands for food, and into the impact of climate change on agriculture. SCDI would expect the final food policy to set out some thinking on these global challenges. 
12. While the impact in developing countries is much more worrying, higher food prices are also having an effect in the developed world on inflation and consumer spending patterns. In the US, consumers are responding by changing what they eat, where they eat and where they buy their groceries. Large, lower price retailers and foodservice companies are competing on price and they are doing better than more upmarket grocers and niche companies. In the UK, the luxury end of the food market is beginning to suffer from a downturn. 
13. This is not an argument against developing a National Food Policy which positions Scottish produce in terms of its quality, healthiness, sustainability and Scottishness. Higher costs dictate that dictate that competitive advantage for Scotland will generally be found at the high-value end of the market, and Protected Geographical Indications, diversity, quality and organic products are all sources of additional value which have been often under-utilised by Scottish producers. There are also good reasons for the final policy to cover food security issues. With staple crops getting more expensive, the production of grain crops in Scotland will become more and more attractive and, whereas in the last 20 or 30 years only a few major agri-businesses have been able to reach the economies of scale necessary to be cost-effective, more may do so in coming decades. With higher prices, scarcer availability and concern about food miles, there may be a trend to ‘locality’ and government and the industry should capitalise on opportunities. However, the global context also underlines that food and drink is a truly worldwide commodity and business, there are trade-offs with affordability, and if the Scottish industry is to succeed in the international marketplace it cannot ignore price competitiveness, convenience and consumer choice. These too are important ingredients. SCDI believes that the final National Food Policy should be more International in its outlook. 
Competitive 

Skills

14. In SCDI’s most recent survey of its membership, rising to the skills challenge emerged as their top priority for the Scottish economy. This is specifically true for the food and drink industry. A growing industry, moving up the value chain and addressing health and sustainability issues, will need more scientific, engineering and technical skills, and a generally better trained workforce. But nearly one in five workers presently lack any kind of formal qualification. Demographic change in the more sparsely populated rural areas where the industry is generally located makes the skills challenge that much more acute. There is a need to create a pipeline of skills with supply closely matched to demand. The National Food Policy discussion is an ideal starting point to begin raising the profile of and increasing the sense of pride in careers in the industry. Skills Development Scotland, the Scottish Funding Council and enterprise networks must sustain this momentum into the future. 
15. Rising to the skills challenge needs to involve a range of action, including:
· Promoting careers in the industry in schools and among young people much more effectively 

· Changing the image of the sector to highlight the opportunities in management, marketing, international sales, science, quality control etc to higher and further education graduates

· Upskilling of the workforce, from the shop floor to management level, with the industry constantly pulling through higher skills and ambition 
· Re-extending adult Modern Apprenticeships to the food and drink sector, and making Modern Apprenticeships more accessible to SMEs

· Engaging with sectors outwith food and drink to promote technical skills, such as engineering and construction

· Ensuring that there is enough flexibility in the immigration system, including the new points-based non-EU system, to meet employers’ needs for skilled and hard-working migrant labour 

16. A particular concern which has been expressed to SCDI by a range of sectors, including bakery and whisky, is a mismatch between vocational training needs and the funding provision available. In some sectors, most on the job or vocational training is delivered by private training providers. However, the public funds available to them are wholly insufficient. There is now a glaring difference between the funding available for Scottish private training providers and Scottish colleges, which strongly contrasts with the position in the rest of the UK. In the case of bakery, there is very limited provision at Scottish colleges and it is inaccessible to most employers. This is a growing threat to the long-term health of the sector which the Scottish Government should rectify. The problem has been compounded by the Scottish Government’s failure - apparently in error - to include the food sector in the European Social Funds (ESF) programme which would have supported workforce development in more rural and remote areas. It is deeply concerning that after six months no action appears to have been taken. SCDI would urge Ministers to act immediately to make ESF training support available again to the food sector.

17. The decision to withdraw Modern Apprenticeship funding or those over 20 years of age in all sectors other than construction, engineering and automotive sectors is unhelpful to the food and drink industry and should be reconsidered. Improve, the UK food and drink sector skills council and training providers, have identified that they could recruit 600 more apprentices immediately. Improve and the University of Abertay are also seeking to establish a Scottish Skills Academy as a single gateway for high quality training provision. 
18. SCDI’s network of Young Engineers Clubs promotes interest in science, engineering and technology among primary and secondary school pupils throughout Scotland, with support from the private sector. We would be pleased to extend our existing partnership and work with the Scottish Government, schools and the food and drink industry on this agenda. 
19. There is a need to provide a viable livelihood for farmers and fishermen, and tackle the longstanding problem of getting young people into the industries.

Transport

20. The food and drink industry needs a higher-quality, more integrated transport network to access raw ingredients for produce and efficiently ship that produce to market. Yet the Discussion Paper barely makes a reference to transport investment. This must be addressed in the final Food Policy.
21. The forthcoming Strategic Transport Projects Review, covering investment between 2012 and 2022, must properly reflect the needs of an expanding food and drink sector which needs to get goods to market. If it does not, the industry will seriously struggle to achieve its growth target for 2017 and the Scottish economy will have missed a golden opportunity. In the Highlands and Islands, and the North East, there is a particular need for investment in trunk road infrastructure e.g. the A96, A9, A82 and A90, and in the Highland Line.

22. For too long, freight was neglected in transport policy. SCDI welcomed the publication of the Freight Action Plan in 2006, which specifically mentions stronger and new export markets for the food and drink sector as one of the main trends that is driving the need for a freight policy. SCDI urges the Scottish Government to implement the Freight Action Plan by addressing the many missing links, pinch points and inadequacies throughout the internal Scottish transport network, including local, rural roads; ensuring better access to railheads, ports and airports; and promoting road and rail links to English ports and airports, and good international connectivity. In particular:
· The Freight Action Plan Stakeholder Steering Group will publish research on the creation of multi-modal freight hubs in Scotland later this year. The Scottish Government should accept its conclusions 

· The food and drink industry is piloting ‘consolidation centres’ in which several companies combine to support a single distribution centre to serve a specific area. The centres will improve the efficiency of supply chains, save money and reduce the amount of freight entering urban areas. They will also make it easier to reduce waste because goods can be unloaded and packaging removed and returned for recycling before they are sent on to retailers and food processors. Consolidation centres should be supported by government through the planning system 

23. There is a lack of Air Freight Capacity from some airports, for instance Inverness, which is a barrier to exporting. Budget airlines generally have very limited freight capacity and other carriers have withdrawn from some routes. 
24. Short-sea shipping (SSS) is a mode that has considerable potential given the number and distribution of ports around Scotland and the UK, both for distributing food produce throughout the UK, but also to Europe.  SSS can help take freight off Scotland’s roads, but again good quality links to ports and harbours are required and improvements to the Waterborne Freight Grant process would also help facilitate road to sea modal shift. The Scottish Government’s intention to carry out a comprehensive review of ferry services is welcome. This should aim to put in place a 30-year investment plan which is an enabler for sustainable economic growth and which addresses the capacity constraints already faced by some major food and drink sectors, e.g. whisky, on some islands, and which would be exacerbated as they expand. 
Procurement

25. Procurement is one of the government’s main tools to support Scottish businesses, influence the quality and sustainability of Scotland’s food and create a culture of healthier eating. Spending by the public sector, including the NHS, amounts to £85m per annum. While EU rules preclude public bodies from discriminating against suppliers from other regions or countries, there are ways that procurement rules can be used to favour local suppliers which would particularly benefit food and drink producers. A commitment to purchase ‘fresh produce’ can favour local suppliers and a requirement for a maximum response to orders ensures that supplies must come from the local area and that the successful bidder has a local presence. This would limit unnecessary food miles. Purchasers can also buy food based on its nutritional value. 
26. The ongoing Procurement Reform programme is resulting in centralisation of contracts for certain commodities in certain sectors. Anecdotal evidence suggests that this has made it harder for some small, locally-based suppliers to compete with large national and multi-national firms. One way to avoid this issue of scale if for small suppliers to work together to bid for work. SCDI would recommend that Scottish Enterprise and Highlands and Islands Enterprise research the legal and financial barriers to SMEs, including social enterprises, forming consortia to bid for public work and invest in resources to help overcome them.
Waste Management

27. Waste management is a significant concern. The number of operational landfills in Scotland has fallen sharply from 250 in 2002 to 110 in 2007. Together with increasing transportation and treatment costs, waste costs for businesses are predicted to rise by between 400 per cent and 800 per cent in the medium term. The trucking of more waste to sites further away will also increase congestion and carbon emissions. It was therefore surprising that there was not greater attention paid in the Scottish Government’s recently published Infrastructure Investment Plan to commercial waste treatment, recycling and disposal infrastructure. The Scottish Government has set a tough target in the National Performance Framework to reduce to 1.32 million tonnes the waste set to landfill by 2010. To achieve this target, SCDI supports: 
· The drawing up by the Scottish Government of a national waste management overview, highlighting the gaps and opportunities 
· Further moves towards prevention, recycling, composting and the use of other technologies to treat commercial waste 

· Provision of more accessible and affordable alternatives to commercial waste disposal in the form of recycling and waste treatment centres
· Promotion of markets for materials recycling - opportunity exists for greater co-ordination between local authorities and private companies on more integrated approaches to sustainable waste management
· More energy from waste compatible with sustainable development - though it must be ensured that the waste is pre-treated and emissions tightly controlled
Regulation

28. The regulatory regime should promote the long-term sustainability of Scotland’s food and drink industries and be based on the best scientific research. It should safeguard the reputation of Scottish products and the reputation of the wider Scottish environment in which they are produced – this can be a key selling point. But these Scottish products must also be able to compete in an economically sustainable way in the international marketplace.
29. There is concern that overregulation is discouraging investment in Scotland, for example, in industries such as aquaculture. Scotland is the third largest salmon producer in the world and salmon represents 40 per cent of all Scottish food exports, with particularly significant employment and supply chain benefits in the Highlands and Islands. But the Scottish salmon industry’s circa 10 per cent market share is declining. This is an increasingly globalised industry in markets - sixty countries imported Scottish farmed salmon in 2006 – and in ownership. The opportunities are also huge – the annual average growth rate in the EU and US markets for salmon is expected to be 7 per cent and 20 per cent between 2005 and 2010. If the downwards trend in Scotland’s market share is to be reversed and these opportunities seized, the Scottish salmon industry must be able to compete effectively for investment from a few multinational companies. However, with one of the most tightly regulated aquaculture industries in the world, Scotland is the most expensive country in which to grow farmed salmon and there are strong concerns that investors may be discouraged by these higher costs. The Scottish Government has commissioned research into the regulatory regime and its competitiveness. SCDI would support moves to improve the industry’s competitive position.
30. More generally, SCDI endorses the recommendations of the Regulatory Review Group's interim report 'Towards Better Regulation for Scotland - A New Partnership between the Scottish Government and Business' to Ministers:
· More detailed consultation - and visits to individual business premises - before laws are drawn up 
· A mandatory Business Impact Assessment for Scottish legislation
· A requirement for business to dedicate time and resources needed to allow Government to consult meaningfully with them
31. While safe hygiene standards must be maintained, the current regulatory regime has led to more centralised rather than local processing and packaging, and it would be helpful for the Scottish Government to consider the economic and environmental impact of more lorry miles and higher carbon emissions.
32. Businesses which are already exporting have highlighted the complexity of HM Customs and Excise regulations and forms as a particular burden. 

Europe and International Trade

33. The National Food Strategy needs to be clear about what can and what cannot be achieved in European negotiations. Scotland and the rest of the UK have the most vertically-integrated and efficient agricultural businesses in the EU. They would benefit from further reform of CAP, though that seems unlikely in the short term. Scottish Ministers can help to ensure that any new EU labelling requirements serve Scotland’s interest and do not complicate or restrict free movement of goods in the Single Market. This means regular engagement by the Scottish Government with the industry and the European Commission. 
34. There is a clear role for the Scottish Government in championing the interests of the Scottish food and drink industry within the UK and internationally. The decision in the last UK Budget to increase taxation on whisky was a serious blow to the industry’s competitiveness with potentially damaging international repercussions for the industry’s efforts to remove unfair import duties. The Scottish Government is right to make these points to the Treasury. There is also a role for Ministers in raising trade barrier concerns when meeting other governments while travelling overseas or hosting visiting delegations.

35. The Scottish Government should also be careful about the international signals which it sends through its policies. For example, Scotland has a very successful bottled water sector which exports to dozens of countries around the world and promotes the purity of Scotland’s natural environment. Highland Spring is investing £30 million expansion programme which will create some 60 jobs in rural Scotland and is expected to double production capacity with three new bottling lines by 2011. The sector is very aware of the importance of its environmental credentials and wants to work with government on waste recovery, re-use and recycling. Scottish Government policies should focus on promoting informed choice, not restrictions. 
Planning

36. The planning system must be a support, not a barrier, to investment by the food and drink industry in new and existing facilities. Many of the most intense conflicts over planning have occurred in the rural planning arena. SCDI welcomed the modernisation brought forward through the Planning etc. (Scotland) Act 2006. Changes must be implemented and supported by government at all levels, and the food and drink industry should play a positive role in making work the new approaches to community engagement.
37. The potential development of more land for grain crop production would benefit UK consumers by helping to maintain supply at reasonable prices, support more Scottish agri-businesses of scale and promote sustainability. There may be good reasons, in some cases, to protect potential crop-land. However, this must be carefully balanced in the planning system with the pressing need for more housing and other forms of development in Scotland. 
Utility Costs
38. The food and drink industry is often very energy intensive, and rising fuel and energy costs have been a significant driver of increasing food and drink prices. As energy policy is developed, there may be opportunities to encourage energy efficiency in the food processing and manufacturing sector. For instance, more competitive pricing structures could be offered for agreements which allow some limited flexibility in supply at times of peak grid demand. There may also be scope for more collaboration in the purchasing of energy.
39. Water usage is the single biggest cost for industries such as fish-processing.  SCDI welcomes the efficiencies achieved by Scottish Water and the fixing of charges at, on average, less than the retail price of inflation for the next 2 years. SCDI’s submission to the Scottish Government on ‘Paying for Water Services 2010-2014’ argues for the continuation of stable charges (i.e. a regime in which charges do not rise faster than general inflation) and ensuring that business customers in the same category pay the same rate if they choose the same service wherever they are based. The opening up to competition of the water and sewerage services for businesses from April 1st this year may lead to more competitive pricing, higher quality and consistency of supply, better environmental standards, and improved customer services.
ICT
40. Businesses should do more to harness the potential of ICT. New distribution hubs, bringing in local produce and delivering it to local consumers online, have been suggested by the company Larderbytes.com. SCDI believes that a long-term aspiration for the Scottish Government should be a vastly improved electronic broadband communication network throughout Scotland. This would improve productivity, support sustainable working and improve accessibility to electronically provided services. For the food and drink industry, it would make it easier to operate globally and drive innovation. 

Innovative

41. With competition from lower-cost countries stiffening all the time, the onus on innovation and technology in the supply chain, and moving up the value chain in produce, is becoming greater all the time. The plain fact is that unless Scottish producers can continue to supply at the right time, right price and right quality, then the major retailers simply will not source from Scotland.
42. In this context, it is somewhat surprising that there is little mention within the discussion paper of innovation or technology utilisation in the supply chain. This can better link up people and operating systems to boost productivity. Major retailers particularly value producers which are able to undertake food preparation work before selling to them. New technology can also be developed to enable year-round production of different seasonal products at the same facility. Retailers value this so highly that they are prepared to pump-prime innovation by younger companies by paying higher prices. The Scottish Government should promote this kind of innovation and consider whether it too could offer incentives for business research and development. SCDI would recommend a review of publicly funded programmes, projects and initiatives to determine whether their effectiveness and accessibility could be improved. 
43. The Scottish Manufacturing Advisory Service (SMAS) manufacturing improvement project process can help to define and implement technological improvements. Its services need to be widely known among and accessible for SMEs. SCDI is running a series of events for members in partnership with SMAS and would be very happy to publicise these events widely among food and drink businesses. When SMAS makes visits to companies, its advice needs to be more specific to food and drink manufacturing rather than generic. 
44. SCDI welcomes the £10m The National Food Processing, Marketing and Co-operation Scheme to support businesses with items including new and refurbished facilities and new equipment, website development and collaboration within the food chain on distribution and accessing markets. 
45. There will also need to be greater innovation in the food offering. Some businesses will only remain internationally competitive by staying ahead of the pack on superior taste, greater variety and sheer unconventionality in produce. This will mean that the research links within the Scottish food and drink industry and between the food and drink industry and academia, must be a priority, and there is a need to train more food technologists and scientists. Higher yield and climate change resilient crops, and health focussed products, such as the booming omega oils sector, are other opportunities for R&D and commercialisation.
46. Scotland Food and Drink has set out plans for a new research facility, the Scottish Food and Health Innovation Centre, to be based alongside the new Rowett Institute of Nutrition and Health which will be created as a result of the intended merger between the Rowett Research Institute and the University of Aberdeen. The new Innovation Centre will draw on the combined research strengths of the existing Scottish academic centres for Innovation and Value Network Initiatives in food and drink, but also bring in the research capabilities of other sectors, for example biotechnology and engineering. The Scottish Government should consider how it could best support this work too. 

47. The ambitions for change, moving up the value chain and internationalisation in the industry will require imaginative leadership. Attracting graduates and leaders from other sectors will be important. Ways should also be found to enable senior staff to take time out from the workplace for development and upskilling purposes. Ideas should also be encouraged from the shop floor. The food and drink industry has benefited enormously in recent years from migrant workers, regularly overqualified for their position, and this offers a unique opportunity to get a fresh perspective with promotion into more senior roles. 
Collaborative
48. SCDI welcomed the creation of Scotland Food and Drink to provide leadership and strategic thinking, and bring people together. The discussion paper acknowledges that too often in the past “when Governments made policy about food and drink, it tended to be based on what was happening in particular sectors of the industry rather than in the industry as a whole”. It is therefore utterly perplexing for the National Food Strategy to present a vision of a more joined-up sector (and celebrate the success of the Scotch Whisky industry) while excluding the drinks industry, including whisky. SCDI’s latest survey of Scottish manufactured exports published in October 2007 showed that whisky was the second highest earning industrial category for the Scottish economy, with its sales of £2.5bn having grown by 4.6 per cent from the previous year and accounting for around one sixth of the total. Scotch whisky is by far the largest sector within the Scottish food and drink industry, representing at present 67 per cent of Scottish food and drink exports. The Scotch Whisky Association has estimated new investment in distilling, bottling and warehousing in Scotland in 2008/09 at around £400m.
49. As Scotland’s most profitable and iconic food or drink product, which is critically important to Scottish agriculture and the industry’s supply chain, the opportunities for the rest of the sector to benefit from the Scotch whisky industry’s international expertise and reputation have never been higher. Many of the competitiveness, sustainability and public health challenges facing the drinks industry are inseparable from the food industry and policy changes for one will directly impact on the other. The exclusion of the drinks industry from the National Food Strategy runs contrary to EU definitions of a foodstuff, which include drink. Most damagingly, at a time when the whisky industry is working to ensure fair access for the product to emerging and more mature markets, such a negative policy signal from the Scottish Government to other governments may make this task more difficult. SCDI members across industry are opposed to the illogical and retrograde separation of food and drink policy, and there is a widespread view that the Scottish Government should think again. However, if the final strategy is indeed to exclude drinks policy, then all references to its international successes and earnings should be removed and a parallel drinks strategy created, addressing the same issues and enabling the drinks industry’s expertise on tourism and trade to be shared. 
50. Scotland Food and Drink must engage effectively with businesses in every part of Scotland. SCDI has gathered that there is concern in some areas in the north and south of Scotland about a lack of explanation of its role and that the Central Belt and larger organisations may dominate its thinking. Clearly, the partnership is in its infancy and will want to improve the information flow to SMEs in these areas and address other issues as it develops. SCDI encourages Scotland Food and Drink to work with existing business networks in doing so.
Responsible and Sustainable  

51. The food and drink industry is powered by consumer demand. Businesses compete to sell to this demand. If people change what they demand, they industry is forced to respond. This places the well-informed consumer in a position to control what they eat and how it is produced. The influence which the consumer exerts can be seen in the enormous growth in the organics sector, in healthy product ranges and labelling, and in retailers’ approach to environmental sustainability. The industry has increasingly accepted that there is a social context to their businesses. Therefore, while direct intervention may occasionally be necessary, the primary role for government should be to work with the market, helping to influence and inform consumer choice, and supporting positive changes by industry. It must be careful to weigh up the cost and competitiveness implications of any proposal. Capturing the consumer imagination with celebration of healthy and sustainable products and practices should be the main thrust of policy, not regulation or limitation.
52. The health and environmental agendas represents major opportunities for the Scottish food and drink industry. In many products, Scottish provenance signifies wholesome and natural quality, and enhancing this reputation will build Scotland’s premium exports. Health and sustainability will increasingly be key parts of the value proposition which are offered to global consumers. For instance, SCDI member the Orkney Herring Company - which has just signed a contract to supply specially prepared produce for the big US Kosher market and is looking to develop new markets in France and South Africa as well – sees tremendous marketing possibilities from their produce originating in what is viewed as a remote island community with a fresh, clean image. 
53. The same broad principles for labelling should apply across Scotland and UK.  More specific labelling requirements for Scotland could damage the competitiveness of the food and drink industry and confuse consumers.
54. Some major retailers work closely with their supply chain to help them understand the standards which they expect and this should be encouraged. While competing fairly with each other in the interests of the consumer, supermarket retailers should also ensure that their trading relations are realistic and ensure the long-term profitability and sustainability of their supply chain. 
55. The focus in the debate should not only be on the retail sector. The food service sector should be encouraged to make equivalent progress on issues such as health, traceability and sustainability, including waste minimisation.  
56. Social enterprises can play an important role in the delivery of a healthier and sustainable national food policy, and add significant further community strengthening and social inclusion benefits. They are well-placed at the heart of their communities to help to educate consumers about healthy, Scottish food. Social enterprises need continuing investment in local infrastructure to support local food co-ops and initiatives which reduce food miles, and require a reasonable chance to get involved in the food procurement process. 
Healthier

57. SCDI fully recognises that obesity is a public health crisis and a growing threat to the economy in terms of absenteeism, economic inactivity, shorter, less productive working lives and soaring cost to public finances. Eighteen million working days were lost to obesity-related illnesses in 1998 alone and obesity accounts for 1.5 per cent of NHS expenditure. A House of Commons Health Committee report in 2004 predicted a cost to the economy of between £6.6bn and £7.4bn per year economy by 2010. Proportionately, the costs will be even higher in Scotland. A recent OECD report puts Scotland second bottom in a list of the developed world's most obese nations, with only America faring worse, and it is estimated almost 30 per cent of Scottish adults will be obese by 2010. Against this backdrop, many larger businesses have been introducing their own healthcare programmes and these have been shown to make a substantial difference to absenteeism. The NHS is increasingly making healthy living advice services available to private sector employers and employees, while the Scottish Centre for Healthy Working Lives is available to help businesses set up their own workplace wellbeing schemes. This work needs to be extended to more SMEs. This should be promoted as a potential source of competitive advantage to business and businesses should give a higher priority to utilising them. The food and drink industry should seek to become an exemplar in respect of workplace health and wellbeing.
58. In seeking to improve consumer behaviours towards healthy eating, there is a third way between liberty and licence, which is the promotion of respect for food. Government, the food and drink industry, retailers and consumers all have a part of play in influencing and educating the market. The effectiveness of government healthy living messages has been questioned and should be enhanced. The education system can involve young people in food preparation and improve their understanding of food. Retailers have introduced better labelling and they should be encouraged in making them even clearer, consistent and informative – the Scottish Government should play a role in helping SMEs with technical guidance and assistance. Consumers can improve both their understanding of food and their children’s. Food should not generally be promoted or viewed as being about excess, but for meeting peoples’ needs in a quality way. It should be fairly priced with a view to retaining that quality. It should not generally be characterised as being about slimming, but as part of good eating and a healthy lifestyle. The importance of a adopting a balanced diet along with exercise and activity should be made much clearer in the National Food Policy. Smoking has shown that culture change is possible. 
59. Moderate alcohol consumption is compatible with a healthy lifestyle, while alcohol misuse may result in health problems. SCDI welcomes the drinks industry’s involvement in the joint Scottish Government and Alcohol Industry Partnership and has offered to facilitate the communication of its messages to Scottish employers. Unhealthy attitudes to food and drink are, of course, often related which again supports the development of a joined-up policy approach.
60. Consumers also place a high degree of importance on the safety of the food which they eat and SCDI supports the work of the Food Standards Agency. 

Greener

61. In its response to the consultation on proposals for a Scottish Climate Change Bill, SCDI supported the target of reducing emissions by 80 per cent by 2050 and highlighted the benefits to the Scottish economy of the country being portrayed as “clean and green”. It believes that while guidance, advice and encouragement to address climate change are important, this should be underpinned by incentives to change behaviour. Rewards for early adoption of resource efficient processes or energy measures should be widely introduced.
62. The challenge for food and drink industry cannot be underestimated. According to the Food Climate Research Network, food accounts for at least one fifth of all the UK’s consumption related greenhouse gas emissions. 
63. The public debate around whole food miles is only going to intensify. While it is sometimes the case that fewer carbon emissions are generated if a product requiring a warmer climate is grown abroad and transported to Scotland, the government and sector should work together to identify food which it is more environmentally friendly to produce locally and capitalise on such opportunities. 
64. Sustainable policies also often make sound business sense. SCDI has already set out some ideas on multi-modal freight hubs and consolidation centres, waste management, local packaging and energy efficiency which would not only boost competitiveness, but would also benefit Scotland’s environment. Resource minimisation and substitution are truly win-win propositions. That is why last year the UK Food and Drink Federation made a commitment to five key environmental ambitions which cover carbon emission, waste, packaging and water use reductions, and fewer and friendlier food transport miles. 

65. It should be remembered that many of the sectors of the Food and Drink Industry in Scotland already have world-leading standards in quality, manufacturing and processing. But changing consumer expectations are helping to drive them up still further. Marks and Spencer and Tesco have introduced ‘airfreight’ labels for produce, and Tesco is also developing a carbon label for products. Even cheaper producers are now interested in greater sustainability. However, it must be understood that there is limit to what can be achieved in some sectors. For example, meat production - such as Aberdeen Angus - is the most intensive part of the food production process. 
66. Food retailers have made significant strides in waste reduction. However, one challenge which they face is in the variation of materials accepted by local authorities for recycling. If there was more consistency, this would send signals to retailers about what type of packages to use for their products. 
67. Food waste currently accounts for 20 per cent of household waste, over half of which could be eaten, which makes up a significant proportion of waste going to landfill where it can contribute to greenhouse gas emissions. Clearly, government and retailers will want to find ways to encourage consumers to reduce or reuse it, and increasing food prices may have a marginal effect. The introduction in April by East Renfrewshire Council of Scotland’s first dedicated collections of food waste is a positive step which others should follow. SCDI also welcomes the launch of the £6m Waste and Resources Action Programme to support businesses investing in the innovative treatment of organic waste and the relaunch of the ‘Love Food Hate Waste’ campaign.
Presentation 

68. With the right ingredients and a shared vision, presentation can be considered. There is a great foundation to build on. Around £700m is spent by tourists on food and drink in Scotland every year. VisitScotland say a third of visitors have an interest in local cuisine. Around 1 million people visit a distillery every year. Distilleries represent a quarter of Scotland’s five star visitor attractions. SCDI applauds initiatives such as VisitScotland’s EatScotland quality assessment scheme, the private-public sector ‘ScotlandWhisky’ tourism initiative, NorthLink’s plans to source more of its food from Shetland and Orkney, and Tesco’s annual showcase of Scottish food and drink. Social enterprises offer unique, community food-based attractions in rural areas.
69. However, even more be achieved through a better joined up approach to export promotion, international trade and food and drink related tourism. SCDI therefore warmly welcomes Scotland Food and Drink’s ‘Land of Food and Drink’ initiative. Consideration should be given to a wide range of opportunities: from encouraging restaurants to use more local produce; to the opportunities to promote and showcase Scottish food and drink during Homecoming 2009 and, along with physical activity, in advance of and at the Glasgow Commonwealth Games; through the GlobalScot network; and in Scottish government resources and Scottish businesses at home and abroad etc. Perhaps there could be a Scottish food day during which all government offices and participating businesses invite in their local contacts to sample the finest Scottish produce, including all our protected products. Multinational businesses often have themed food days which may also be opportunities. It is important that promotional events and receptions overseas are customer-focussed - there is a concern among exporters that some are becoming a platform to talk about Scottish policy, rather than showcase Scottish products. 
70. SCDI has consistently argued for greater profile and transparency in ensuring Scottish resources located in overseas markets are available to the widest range of Scottish companies and organisations which can benefit from their expertise. This would include Scottish Affairs representatives in Beijing/Washington/Brussels, VisitScotland and Scottish Development International offices. It welcomes the Scottish Government’s moves in this direction which were set out in its newly released International Strategy and its reference to the importance of the food and drink sector. However, there are still too many businesses and other organisations at “the sharp end” completely unaware that such strategies exist and disconnected from the process, and the Scottish Government will need to bring them into the fold.
71. SCDI believes that greater reach, greater pooling of market intelligence and greater optimisation of resources would be achieved by co-locating public sector agencies where appropriate. For example, the co-location of VisitScotland and SDI offices would offer yet more potential in maximising opportunities across trade, investment and business tourism. SCDI believes there is also merit in encouraging a coherent Scottish presence in key markets through the co-location of public sector agencies and private sector interests, to give added profile to Scotland’s presence. The Scotland House model in Brussels has been an effective champion of Scottish interests. Evaluation of the impact of other, private sector-led examples would be worthy of consideration in assessing the scope for extending this model further.
72. SCDI understands that DEFRA has announced that it is cutting the grant for Food from Britain by £700,000 to £4m this year and will phase out all funding by 2011. The Scottish Government will want to consider how to support Scottish food and drink exporters in light of this decision. SCDI’s programme of international trade missions to priority markets regularly involves ambitious SMEs from the food and drink sector and we would be pleased to discuss with the Scottish Government, VisitScotland, SDI and Scotland Food and Drink developing the programme to best support the promotion of Scottish produce. 
73. The National Food Policy should contain measurable outputs for Scottish food and drink’s international performance to which everyone in the industry can easily refer. SCDI has previously expressed concerns about the detail and accessibility of the annual Global Connections Survey. It believes that the results should be accompanied by meaningful insights and explicit commentary about Scottish progress against objectives in key markets, and this information should be widely available for public consumption. This would be particularly useful in the case of the food and drink sector. SCDI used to produce a survey of Scottish primary exports, including a significant amount of analysis of agricultural produce. This seems to have disappeared from the Global Connections Survey and not be replicated elsewhere. 
74. Scottish products which have been granted a Protected Geographical Indication (PGIs) by the European Commission are farmed salmon, Arbroath smokies, Scotch beef and lamb, and Orkney beef and lamb. The UK Government has just completed a consultation, supported by the Scottish Government, on codifying Scotch whisky definitions and labelling rules, and the Scotch Whisky industry will be arguing for the introduction of a mandatory origin declaration on all whiskies sold in the EU. There is now a portfolio of quality Scottish products with a protected status and it seems likely that more will apply in order to prevent passing off and promote their reputation. France, Italy and Spain also have their own systems, and while Scotland may not wish to go down this road, it may be there are other lessons to learn from them about marketing. For example, it might be worth creating a dedicated website which provides information on all the products, how to buy them and on the geographical areas in which they are produced. Gastronomy trails are an integral part of holidays in France and Italy, and also in Argentina where visits are organised to beef and seafood producers in Patagonia. Whisky trails are already highly popular in Scotland, but there may be potential to combine them with tours to beef, salmon, smokie and other food producers. Scottish PGIs could also be celebrated at home to create greater pride and knowledge among Scots about indigenous produce and fine food in general.
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