EMAIL 1 - Conservatives Income Tax policy

From: [redacted S.38(1)(b)]

Sent: 11 June 2025 12:24

To: David Hutchison <David.Hutchison@gov.scot>

Cc: Nicola Richards <Nicola.Richards@gov.scot>; [redacted S.38(1)(b)]; [redacted S.38(1)(b)];
[redacted S.38(1)(b)]; Lorraine King <Lorraine.King@gov.scot>; [redacted S.38(1)(b)]

Subject: Conservatives Income Tax policy

Davie,

I’'m attaching a short note on latest proposal from the conservatives on cutting income tax and
funding it via public sector job cuts.

Thank you,

[redacted S.38(1)(b)]
[redacted S.38(1)(b)]

BRIEFING 1 — Conservatives Income Tax policy

Background: Russell Findlay wrote to the First Minister on 18 November with the Conservatives
‘common sense tax plan” which they had costed at almost £1 billion for Budget 2025-26. The cuts
included:
o Scrapping the 20p and 21p tax rates, so all income below £43,662 is taxed at 19p on the
pound.
e A 100 per cent rate relief for pubs and restaurants for 2025-26, alongside 40 per cent rates
relief for Scottish retail, hospitality and leisure businesses.
e Land and Buildings Transaction Tax (LBTT) reduced to zero on all residential properties up
to £250,000.

Their more specific proposals for cuts amounted to only around £50 million, while they pointed to
the National Care Service, and Social Security benefits as areas where they would seek further
savings.

The First Minister described the policy as presenting the upcoming Scottish Budget with “a £950m
gaping hole”.

The Scottish Government’s position has been that it is incumbent on any party calling for lower
taxes to set out exactly how that would be paid for.

Latest Conservative proposal

The Conservatives have now proposed to fund the cuts by reducing the size of the public sector,
including reducing the headcount of the core civil service by almost 45%.

The Scottish Government has previously estimated that the Income Tax proposal could cost in the
region of £595 million in 2025-26.
e This is based on the Scottish Government’s Ready Reckoner’s published alongside the
Budget 2025-26.
o These suggest that a 1p cut in the Basic Rate would cost £251 million;
o and a 2p cut in the Intermediate Rate would cost £344 million.



e Higher Rate taxpayers would benefit most, paying around £444 (£444.36) less.
e The cost of the change is estimated to rise to almost £740 million a year by 2030-31.

The proposal doesn’t appear to take into account the cost of making large numbers of staff
redundant. Using SG Core costs (based on end Feb 2025 staffing), reducing the workforce by half
would cost in the region of £246 million. This figure includes costs such as National Insurance and
looking to follow redundancy payment rules as closely as possible.

Table 1: Impact on take home pay of Income Tax proposals (2025-26)

Example of Scottish taxpayers in 2025-26lmpact on take home pay (2025-26)
£15,000 £0
£20,000 £46
£20,400 (25th percentile) £50
£24,242 (Real Living Wage) £88
£29,800 (Median Income) £167
£35,000 £271
£40,000 £371
£44,500 (75th percentile) £444
£45,000 £444
£50,000 £444
£60,000 £444
£70,000 £444
£80,000 £444
£90,000 £444
£100,000 £444
£130,000 £444
£800,000 £444

BRIEFING 2 — Programme for Government Assurance Template

IMPACTFUL:

This PfG will set out how we will deliver against the First Minister’s Four Priorities in. It does not
aim to set out all the Scottish Government’s activity in the remaining 12 months of this
Parliamentary term, but focuses explicitly on those activities which are expected to make the most
difference to the achievement of these priorities.

Your assessment of impact should be evidence based and/or underpinned by a solid theory of
change or logic model.

You might wish to consider:

e What outcome is the policy aiming to achieve, both in the short and in the long term?

e How effective will the policy be in achieving any of the four priorities and are there any trade-
off, or detrimental impacts, on other priorities? For example, has the policy undergone formal
appraisal, as per Green Book guidance, or are there plans to do so?

Please confirm that your commitments meet the impactful test. If the test is not met, please
highlight specific PFG commitments where this is the case. Please also confirm that the
relevant analytical lead has considered this section.

Yes Comments:




Directors have confirmed all commitments are impactful.

For follow-on commitments

Our areas of focus remain grounded in the objectives and outcomes of our
National Strategy for Economic Transformation (and including the complementary
strategies such as A Trading Nation and the Innovation Strategy) which was
underpinned by published analysis of the structure and performance of Scotland’s
economy, and which identified areas where we should take action to deliver
transformational improvements to Scotland’s economic performance.

Some of our most important PfG commitments directly follow from these longer-
term programmes of work — and commitments in last year's PfG. These include
employability, the export programme, green freeports, city deals and Techscaler.

All of these commitments are underpinned by detailed delivery plans which
include material to provide assurance around impact. This includes theories of
change which outline impacts, outcomes, outputs and associated metrics.
Additionally, the Delivery Plans are part of a governance process within DG
Economy which monitors delivery progress to assure that we are on track to
deliver. For our Programme for Government commitments, we have chosen to
focus our routine monitoring at output level rather than impact or outcome level.
This is because we have a delivery window until May 2026 and so outputs are the
most relevant level of impact that we will be able to demonstrate in this timeframe.

Additionally, there is regular monitoring of our progress against delivery of NSET
and tracking of success measures which are published annually and reported to
the NSET Delivery Board. In addition to this, we also undertake a range of
bespoke evaluation activity to assess the impact of our programmes of activity. In
2024 we published evaluations on export and inward investment support, along
with evaluations of our employability programmes Fair Start Scotland and No One
Left Behind (with further evaluation to measure the sustainable impacts of these
programmes to follow). Forthcoming evaluations will look at Tech Scalers, R100,
Fair Work First, export promotion interventions and employability support.

As such, we have only focussed our assessment on new commitments as
theories of change are in place for previous commitments.

For new commitments

All new commitments will have delivery plans drafted which are in line with our
existing processes described above and will include theories of change and
proposed impact, outcome and output metrics.

New areas of focus have been informed by expert feedback on gaps in our
original National Strategy for Economic Transformation or new areas of
opportunity e.g. actions from First Minister’s Investor Panel or actions to seize
opportunity of Al.

Analytical
Lead
Comments
and
approval

Agree with the assessment for on-going commitments which do have a strong
evidence-base underpinning the need for action, with either evaluation evidence
existing or in progress to showcase impact.

For new commitments, a number of these are small scale (e.g. hosting a summit),
are more about enabling potential future impacts (e.g. Life Sciences Strategy) or




are likely to have an impact beyond the next 12 months (e.g. Business Support
Partnership’s Master Customer Record).

Richard Murray




