
 

    

 

 
 

1. INTRODUCTION  
 

The purpose of this guidance note is to provide information about the Sustainable Farming 
Incentive, one of three new environmental land management (ELM) schemes being developed 
by the Department for Environment, Food and Rural Affairs (Defra). 

 

Defra has published periodic updates on their progress on the Agricultural Transition from the 
Common Agricultural Policy (CAP) to a range of new domestic farming schemes. The most 
recent of these was in December 2021, which built on previous announcements, and gave 
further detail about the Sustainable Farming Incentive and the Animal Health and Welfare 
Pathway. The full information is available on the Government website: 
https://www.gov.uk/government/publications/sustainable-farming-incentive-how-the-scheme-
will-work-in-2022  

 

Further information about the Agricultural Transition is available on the CLA Agricultural 
Transition Hub: https://www.cla.org.uk/agricultural-transition/  

 
This Guidance Note has the following sections: 

1. Introduction 
2. What is the Sustainable Farming Incentive? 
3. SFI 2022: Scheme detail 
4. CLA Advice and guidance 
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2. WHAT IS THE SUSTAINABLE FARMING INCENTIVE? 
 

2.1 The Environmental Land Management (ELM) schemes 

 

The Agriculture Act 2020 allows the Government to develop schemes to pay for the delivery of 
public goods. These new Environmental Land Management (ELM) schemes will pay for 
environmental benefits such as clean air and water, mitigation and adaptation to climate change 
and measures to support wildlife. 

 

There are three schemes, each with different objectives: 

• Sustainable Farming Incentive will be open to all farmers and will pay for 
sustainable farming actions. 

• Local Nature Recovery will pay for more complex environmental delivery, based on 
local priorities to make sure the right things are delivered in the right places.  

• Landscape Recovery will support the delivery of landscape and ecosystem recovery 
through long-term, land use change projects.  

 

ELM is part of the wider Future Farming and Countryside Programme, which includes a range 
of productivity schemes including the Farming Investment Fund and the Future Farming 
Resilience Fund. CLA Guidance Notes on the other schemes are available on the CLA 
Agricultural Transition Hub: https://www.cla.org.uk/agricultural-transition/   

 

2.2 Overview of the Sustainable Farming Incentive 

 

The Sustainable Farming Incentive (SFI) is designed to pay for environmental and climate 
benefits delivered from sustainable farming practices. Defra’s aim is for 70% of farmers to have 
entered the SFI by 2028 to achieve widespread uptake of sustainable farming and have a 
national level impact on the quality of the farmed environment. 

 

The SFI is built around a series of standards for different types of land and environmental 
features (for example grassland, arable and hedgerows). Land entered into the standards has 
to be managed following a set of actions.  

 

Each standard has (or will have) 3 levels of ambition: introductory, intermediate and advanced. 
You can enter multiple standards, either combining different land across a farm or holding or 
entering the same land into multiple standards, depending on what is appropriate and eligible.  

 

SFI pilot 2021-24: The scheme is being piloted before its full introduction in 2025. The 2021 
pilot saw almost 1000 applicants who could choose from a selection of 8 standards including 
Farm Woodland; Hedgerows; Improved Grassland; Arable and horticultural soils; and Grassland 
soils. Further pilot rounds will follow in the years leading up to 2024. The first Pilot agreements 
are now live as of late 2021. 

 

SFI Phased rollout: In addition to the Pilot, the SFI will be introduced to all eligible farmers in 
phases, starting in 2022. This will provide an additional income stream and aid the transition 
away from direct payments. There will be three standards available in 2022: Arable and 
Horticultural Soils; Improved Grassland Soils; and Moorland and Rough Grazing.  

 

https://www.cla.org.uk/agricultural-transition/
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3. SFI 2022: SCHEME DETAIL 
 

The phased rollout of the SFI begins in 2022 with a small number of standards available. 
Further elements will be added in later years, including additional standards and an extension of 
the eligibility for the scheme. 

 

3.1 Eligibility 

 

The following eligibility rules apply to SFI 2022: 

 

Eligible people/businesses: 

• SFI 2022 is eligible for farmers eligible for the Basic Payments Scheme (BPS)1. In future 
years it will be open to other types of farmers. 

• SFI agreement holders must have management control of the land for the duration of the 3 
year agreement.  

o Tenants are responsible for checking they have sufficient management control, but 
will not require the landlord’s permission to enter the scheme.  

o As a transitional measure, tenants with between 2 and 3 years left on a tenancy will 
be able to enter the SFI in 2022. 

 

Eligible land: 

• Land must be in England – cross-border land parcels are ineligible. 

• Farmers can enter parts of parcels into SFI and other parts into CS (provided there is no 
double funding or incompatibility). 

• Normally, whole fields must be entered as SFI actions are designed that way and this is 
basis for payment rates. 

• Farmers can choose how many fields to enter into each standard and do not have to enter 
the whole farm. 

• All eligible land in a land parcel must enter the standard. 

• Common land will be eligible for the SFI through group agreements. The whole common 
must be entered into the agreement and each group of commoners must work through a 
“single entity” when dealing with Defra. The single entity must have sufficient management 
control to deliver the agreement, which in nearly all situations will mean having landowner 
consent. 

 

3.2 Application process and window 

 

The application window will open for 10 weeks in 2022. In future years there may be more 
application windows or the ability to apply at any time of year. 

 

Land registered on your Rural Payments service account can be selected and the relevant 
standards that you would like to enter applied. For each standard you choose which ambition 
level (Introductory, Intermediate or Advanced) you would like to enter.  

 

 
1 Information about the eligibility rules for BPS is here: https://www.gov.uk/guidance/basic-payment-
scheme-rules-for-2021/who-can-claim-bps 

https://www.ruralpayments.service.gov.uk/customer-account/login
https://www.gov.uk/guidance/basic-payment-scheme-rules-for-2021/who-can-claim-bps
https://www.gov.uk/guidance/basic-payment-scheme-rules-for-2021/who-can-claim-bps
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Once you have selected all the land that you wish to enter, an agreement will be generated 
assuming eligibility criteria have been met. 

 

3.3 Agreements 

 

SFI 2022 agreements will last for 3 years, with an expectation that farmers will renew their 3-
year agreements on a rolling basis. In future years there may be longer agreements for some 
standards, such as agroforestry. 

 

There is a level of flexibility built into the SFI which allows the nature of a 3 year agreement to 
change over its lifetime. Agreement-holders will be able to amend their agreement at 12-
monthly points from the agreement start date. At this point they will be able to enter land into 
additional standards (new standards will become available in 2023 and 2024); enter more land 
into the agreement (including land coming out of Countryside Stewardship or other schemes); 
and increase the ambition level within standards. 

 

During a 3-year agreement, farmers will only be able to reduce the land coverage or ambition 
level in exceptional circumstances. 

 

It will be possible to enter the same land into multiple standards where this is appropriate, but 
for SFI 2022 the three standards are mutually exclusive. As future standards are added, land 
could be entered in multiple standards. 

 

3.4 Payments 

 

Revenue payments will be paid in quarterly instalments of 25% of annual payment amount, 
beginning three months after each agreement starts. 

 

There will be no capital items payments in SFI 2022 but these will be introduced in later years. 
Note that an SFI agreement can be combined with a Countryside Stewardship Capital Items 
agreement, which funds capital items that deliver environmental benefits. The Farming 
Equipment and Technology Fund is also available for item of equipment that improve 
sustainable productivity and efficiency.  

 

Land that is already in a private sector scheme (e.g. for carbon credits or biodiversity net gain) 
can be entered into the SFI. Once in an SFI agreement, land can also be subsequently entered 
into a private scheme. This is subject to the rules of both SFI and the private schemes, including 
what is being paid for, the requirement for additionality (i.e. not paying again for something that 
was already taking place) and rules on verification. 

 

3.5 Agreement Monitoring 

 

Thanks to constant lobbying from CLA, others in the sector, and feedback from farmers, Defra 
is refreshing its approach monitoring and enforcement across all schemes. This will aim to avoid 
the disproportionate penalties that have been seen in the past. This new approach has already 
been introduced in Countryside Stewardship, where the focus is on the aims of the agreement, 
rather than enforcing detailed measurements and prescriptions.  

 

https://www.gov.uk/guidance/farming-equipment-and-technology-fund-round-1-manual
https://www.gov.uk/guidance/farming-equipment-and-technology-fund-round-1-manual
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Defra has made a commitment that the approach to agreement monitoring in the SFI will be 
simpler, fairer and more proportionate than old EU-based schemes. The Government says that 
farmers acting in good faith should feel confident and supported by the compliance approach, 
even if something goes wrong. 

 

Self-assessment of agreements will be part of monitoring, with farmers gathering and submitting 
their own evidence that they are delivering the agreement aims. Farmers will submit an annual 
declaration confirming the progress they have made. This will be backed up by checks on 
eligibility and delivery of standards. 

 

Unlike in previous schemes, there will not be penalties for non-delivery. This means if an action 
in the agreement is not delivered, you may lose the payment for this action, but you will not lose 
additional money from the agreement as a whole. Payments will also not be withheld on 
suspicion of a breach. Cases of intentional fraud will continue to be dealt with seriously as in 
previous schemes. 

 

3.6 SFI 2022 Standards 

 

The SFI is being rolled out from 2022 with 3 standards available: 

• Arable and Horticultural Soils Standard 

• Grassland Soils Standard 

• Moorland and Rough Grazing Standard 

 

The two soils standards are available in 2022 at the Introductory and Intermediate levels of 
ambition. The Moorland and Rough Grazing Standard is only available at the Introductory level 
for the initial year. 

 

The SFI standards consist of a set of land management actions. All of the actions must be 
completed to receive a payment.  

 

The ambition levels are cumulative – so to achieve the Intermediate level you much do 
everything set out in Introductory as well; and to achieve Advanced you must do all the 
actions from Intermediate and Introductory. 

 

Arable and horticultural soils standard:  

 

This standard is eligible on land cultivated for arable crops, field vegetables and horticulture.  

 

SFI Arable and horticulture soils standard 

Ambition 
level 

Payment 
per hectare 

Actions 

 

Introductory £22 

• Test soil organic matter 

• Undertake a soil assessment and 
produce a soil management plan 

• 70% winter cover to protect soil: 

o at least 70% of land in the standard 
must have green cover over the 
winter months (Dec-Feb) 
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o this can include any kind of green 
cover, including autumn sown crops 
and weedy stubbles 

• Addition of organic matter: 

o add organic matter to 1/3 of the land 
in the standard each year, with all 
land having additions over the 
course of the agreement 

o this can include any kind of organic 
matter, including sown green cover 
crops 

Intermediate £40 

Do everything in introductory level, plus: 

• Winter cover must include land with 
multi-species green cover – covering at 
least 20% of total land in the standard  

• Organic matter must include multi-
species green cover, and other ways to 
add organic matter 

 

Advanced 

 

To be available from 2023 onwards 

 

 

Improved grassland soils standard:  

 

All grassland that meets the definition of improved grassland is eligible for this standard. To 
qualify as improved grassland, the sward composition should include at least 2 of the following: 

• more than 30% cover of rye-grasses and white clover 

• up to 8 species per m2, including grasses 

• less than 10% cover of wildflowers and sedges, excluding white clover, creeping 
buttercup, docks, thistles and ragwort 

 

SFI Improved grassland soils standard 

Ambition 
level 

Payment 
per hectare 

Actions 

Introductory £28 

• Test soil organic matter 

• Undertake a soil assessment and 
produce a soil management plan 

• 95% green cover to protect soil (no 
more than 5% bare ground over 
winter, Dec - Feb) 

Intermediate £58 

Do everything in introductory level, plus: 

• Establish/maintain herbal leys to 
improve soil health on at least 15% of 
land in the standard 

Advanced 
 

To be available from 2023 onwards 
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Moorland and rough grazing standard:  

 

In 2022, this standard will only be available at the Introductory level. The Intermediate and 
Advanced levels will be available in future years. 

 

It will be available to moorland farmers, including those already in Countryside Stewardship 
schemes.  

 

SFI Moorland and rough grazing standard 

Level Payment 
per hectare 

Actions 

Introductory 

£148 per 
agreement per 
year fixed 
payment.  

 

Plus additional 
variable payment 
of £6.45/ha  

 

• Verify and record soil types, including 
peatland, and associated vegetation.  

• Evaluate the public goods potential 
and condition of the moorland.  

• Identify opportunities to maintain or 
enhance public goods.  

Intermediate £TBC • TBC (available 2023 or later) 

Advanced £TBC • TBC (available 2023 or later) 

 

 

3.6 Development of SFI post-2022 

 

The SFI scheme is still in development and is being introduced in phases. The Pilot only started 
at the end of 2021, and Defra has committed to learning and improving from this. At the same 
time, new standards are being drawn up and Defra is considering new elements that could form 
part of the SFI, such as earned recognition for those in existing assurance schemes and the use 
of a land management plan to bring the various standards together. 

 

A range of future standards are in development and will be introduced in coming years beyond 
2022. Farmers will have the opportunity to add land and new standards into their agreement at 
annual review points.  

 

Future standards in development 

2023 2024 2025 

• Nutrient 
management 

• Integrated pest 
management 

• Hedgerows 

• Agroforestry 

• Low and no input grassland 

• Water body buffering 

• Farmland biodiversity 

• Organic sector 

• Farm woodland 

• Orchards and specialist 
horticulture 

• Heritage 

• Drystone walls 
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4. CLA ADVICE AND ANALYSIS 

 
Is SFI suitable for your business? 

 

SFI has been brought in early to smooth the transition from BPS. The standards are being 
designed to be easy to access and reward actions that deliver public benefits, so it is worthwhile 
looking at what is required. Members should consider the different standards and ambition 
levels to decide what they are confident they will be able to deliver.  

 

The SFI standards represent a useful opportunity for eligible farmers to receive an income stream 
for producing public goods. They are designed to be accessible and easy to apply for, without the 
need for specialist advice. Almost all types of farm will be able to enter at least one SFI standard in 
2022. 

 

When considering how to manage the transition from direct payments to future farming 
schemes, members should take a holistic look at their business and the enterprises they are 
engaged in. the Basic Payments Scheme (BPS) payment will be removed over coming years, 
so the starting point should be to consider how the business appears without this income.  

 

During the Agricultural Transition, Defra is introducing a range of new schemes and 
programmes.  

 

• Productivity schemes are available already and offer an opportunity to improve the 
profitability of the farm business with grants for capital investment and advice. Defra has 
committed high levels of investment in productivity schemes as part of the transition. 
https://www.gov.uk/guidance/farming-investment-fund  

• The Future Farm Resilience Fund offers free business support for farmers and land 
managers during the early years of the transition: 
https://defrafarming.blog.gov.uk/2021/07/13/the-future-farming-resilience-fund-providers-
named/  

• Countryside Stewardship is still open for applications until 2023, and there have been 
very high numbers of applications in recent years, as people look to lock in an income 
stream for 5 years and prepare for ELM. 

• Future ELM Schemes will be available in coming years, including Local Nature 
Recovery and Landscape Recovery schemes. These will be beneficial for businesses 
with greater environmental ambitions, for example those who are familiar with agri-
environment schemes or are interested in moving land from productive agriculture to 
more environmentally focused management. 

 

The SFI is only a part of the full future offer, and SFI 2022 is only part of what the full SFI will 
contain, with additional standards expected in 2023 and 2024.   

 

SFI Soil standards 

 

The soil standards reward farmers for managing what many recognise is their most vital asset. 
Good soil management, as well having a range of environmental benefits, such as storing 
carbon, reducing flooding and increasing biodiversity, can also have significant benefits to farm 
profitability.  

https://www.gov.uk/guidance/farming-investment-fund
https://defrafarming.blog.gov.uk/2021/07/13/the-future-farming-resilience-fund-providers-named/
https://defrafarming.blog.gov.uk/2021/07/13/the-future-farming-resilience-fund-providers-named/
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For those who are already meeting the required standards, or can do so with minimal change, 
these standards will offer an additional financial reward. In many farming systems, SFI actions 
such as reducing bare ground over winter; increasing soil organic matter and introducing herbal 
leys into grassland are already part of good farming practice. 

 

Testing soil organic matter will provide additional data for farmers, which can help to guide soil 
management planning. This is designed to complement the nutrient testing already of farmers 
through the Farming Rules for Water. 

 

SFI Moorland and Rough Grazing Standard 

 

The Moorland standard at Introductory level focuses on data gathering and identifying 
opportunities for future management. By assessing the soil and vegetation on a moorland and 
identifying opportunities for future delivery of public goods, land managers will be well-
positioned to take advantage of future levels of the standard. These are likely to pay for the 
management identified as most likely to deliver more public goods from the moor. 

 

It is worth noting that this type of data gathering and environmental assessment could also be 
useful to identify opportunities to enter private environmental markets, such as for carbon or 
biodiversity net gain.  

 

Combining with Countryside Stewardship 

 

The SFI standards have been designed to focus on areas that have least overlap with existing 
Stewardship schemes. Land parcels in Countryside Stewardship can also be entered into SFI 
standards so long as the two are not incompatible (e.g. entering a land parcel in a CS woodland 
agreement and an SFI arable standard) and you are not being paid for the same thing twice. For 
example, if you are being paid through Countryside Stewardship to put a cover crop in a field to 
prevent soil erosion, you will not be able to enter that field into the SFI Arable and Horticultural Soils 
standards, which pays for the same thing. 

 

Conclusion 

 

We advise members to consider the impact that the removal of BPS will have on their business and 
to plan for the future on this basis. The SFI scheme is one option among many and we encourage 
those members for whom it fits with their business plans to take advantage of it. 

 

  

https://www.gov.uk/government/publications/farming-rules-for-water-in-england
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Susan Twining leads the CLA Land Use team based in London. The team 

covers policy issues and advice related to agriculture, forestry and 

woodland, and the environment. This includes issues such as future 

agriculture policy, natural capital and carbon markets. 

For further information 

please contact: 

CLA 16 Belgrave Square 

London SW1X 8PQ 

020 7235 0511 

www.cla.org.uk 
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