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Introduction

This is a draft Business and Regulatory Impact Assessment (BRIA) to accompany
the introduction of the Scottish Government’s draft Climate Change Plan 2026-2040.
The Scottish Government is undertaking a series of impact assessments with respect
to the draft Climate Change Plan. These assessments are:

Business and Regulatory Impact Assessment (BRIA);
Equality Impact Assessment (EqlA);

Child Rights and Wellbeing Impact Assessment (CRWIA);
Fairer Scotland Duty Assessment (FSDA);

Island Communities Impact Assessment (ICIA); and
Strategic Impact Assessment (SEA).

Under the Climate Change (Scotland) Act 2009, the net zero emissions target year is
2045. A Carbon Budget approach sets a limit on the amount of greenhouse gases
emitted in Scotland for every 5-year period up to 2045.



Section 1: Background, aims and options

Background to policy issue

The global climate emergency requires a global response. The Scottish Government
is committed to playing its part by ending Scotland’s contribution to global emissions
and reducing carbon emissions to net zero by 2045 at the latest.

The Climate Change Plan is the key strategic document which sets out the Scottish
Government’s approach to delivering the emissions reduction targets that fall within
the plan period. There is a requirement to publish an updated Climate Change Plan
every five years.

The Climate Change Plan will cover the Scottish Government’s Carbon Budgets for
the periods 2026-2030, 2031-2035 and 2036-2040.

The draft Climate Change Plan sets out the policies and proposals for meeting the
Scottish Government’s carbon budget targets during the Climate Change Plan
period. It sets out in detail how we intend to deliver action to tackle climate change.
The draft Climate Change Plan sets out the policies and proposals by sectors as
follows:

o Business and Industrial Process;

o Energy Supply;

e Residential and Public (in relation to buildings in those sectors);

e Agriculture;

e Land Use, Land Use Change and Forestry (including ‘Peatland’ and

‘Forestry’);
o Transport (including international aviation and shipping); and
o Waste Management.

Purpose/aim of action and desired effect

The draft Climate Change Plan is intended to inform Parliament, businesses and the
public about the expected actions that are expected to influence Scotland’s
emissions. The draft plan is laid in Parliament with a consultation period of 120 days
through which the Scottish Government will review the views of stakeholders on the
overall trajectory of decarbonisation, the package of policies and proposals being put
forward, and the wider impacts of both of these.

The draft Climate Change Plan is being laid in Parliament in fulfilment of our statutory
obligations. The Plan is intended to assure all stakeholders of Scottish Government’s
intention to achieve its carbon budget targets as agreed by the Scottish Parliament,
enabling it to meet its net zero target by 2045 at the latest, and bring forward a strong
package of policies and proposals that not only achieves the targets but also that will
maximise the benefit to the Scottish economy and residents through a just transition
for all.

Options



The Scottish Government is legally required to bring forward a draft Climate Change
Plan that demonstrates sufficient abatement to meet the carbon budget targets.
However, to demonstrate the expected overall impact of the package of policies and
proposals in the draft Climate Change Plan we will compare them to a ‘Do Nothing’
scenario, although this latter is not separately assessed:

e Do Nothing (Scenario) — Do not bring forward any of the polices or proposals
as set out in the draft Climate Change Plan and instead only account for non-
Scottish Government actions and other changes not driven by Scottish
Government policies

e Option 1 — Bring forward a set of Scottish Government policies and proposals
in a draft Climate Change Plan, in addition to the ‘Do Nothing’ actions, in order
to meet carbon budget targets up to 2040.

Sectors/Groups impacted

This section sets out the sectors and groups that are expected to be either positively
or negatively impacted by the policies and proposals identified in the draft Climate
Change Plan. In some climate change sectors, it has been necessary to add further
detail on the type of effects to provide wider context for the inclusion of specific
groups. In other sectors a list approach has been sufficient.

Agriculture

The following sectors and groups may be impacted either positively or negatively by
the proposals. The impacts may be direct or indirect:

Directly: The policies and proposals will affect a wide range of agricultural producers
in Scotland such as:

livestock farmers;

arable farmers;

mixed farmers; and

crofters.

The direct effects will mainly be through the reform of agricultural support resulting in
a range of new conditions farmers and crofters will need to meet in receipt of support
from Government as well as incentivised actions they will be able to take. The
policies and proposals will involve some direct costs to be incurred by farmers and
crofters and in many cases require the farmer’s and crofter’s time. Many of the
changes are also likely to result in longer term benefits to the farmer and crofter
through more effective and efficient practices.

Indirectly: The main actors indirectly affected will be suppliers to the agriculture
sector such as:

e vets;

e seed producers; and

e advisors.

For example, carrying out Whole Farm Plans and making other changes to farming
businesses may result in a greater and more regular need for vet and advisor
services. There may be some indirect effects on other supply chains like forestry,
food and drink industry, energy and on broader rural communities.



Given the range, and how these sectors also support non-agriculture activities, it is
not possible to identify exactly every type of sector which could be indirectly
impacted.

Business and Industrial Process

The following sectors and groups may be impacted either positively or negatively by
the proposals:

Industrial sector trade associations (including food and drink, glass,
chemicals, paper);

Private industrial manufacturers;

UK Government and other devolved administrations;

Scottish public sector agencies (Scottish Environment Protection Agency
(SEPA), enterprise agencies):

Network System Operator (NESO);

Leading academics and research partners including from the Industrial
Decarbonisation Research and Innovation Centre (IDRIC) the Centre for
Energy Policy and ClimateXChange from the University of Edinburgh;

Broad cross-sector organisations e.g. NECCUS (for decarbonisation of the
Scottish cluster);

Trade Unions (e.g. Unite the Union);

Related to NETS: the Direct Air Capture (DAC) coalition, the Anaerobic
Digestion and Biogas Association, operators of biomass CHP, organisations
seeking to utilise biogenic CO2 such as the Chemical Industries Association;
Related to CCUS: the North Sea Transition Authority on storage licensing and
Crown Estate Scotland, the Carbon Capture and Storage Association, and
Scottish Carbon Capture and Storage;

Hydrogen industry: a wide range of directorates, agencies and non-
departmental public bodies were consulted during the development of the
Hydrogen Action Plan, including: Directorate for Energy and Climate Change,
Directorate for Economic Development, Directorate for Fair Work,
Employability and Skills, Directorate for International Trade and Investment,
Directorate for External Affairs, EU Directorate, Directorate For Local
Government And Communities, Marine Scotland Directorate, Transport
Scotland, Scottish Enterprise, Highlands and Islands Enterprise, South of
Scotland Enterprise, Scottish Development International;

Hydrogen Scotland; and

the heat decarbonisation target proposals and policy relating to heat networks
will potentially affect all businesses occupying premises requiring heating,
business energy consumers, green heat supply chain firms, energy network
companies, heat network developers and operators.

Energy Supply

Electricity
The following sectors and groups may be impacted either positively or negatively by
the proposals:

Network Operators (distribution and transmission);

EfW, gas and island diesel power station operators;

Island communities;

Renewables companies — developers, investors, others in the supply chain;



e Local authorities;
e Communities located close to existing or planned EfW sites; and
e Wider consumers.

Oil and Gas

As set out in the Energy Supply chapter of the draft Climate Change Plan, emissions
associated with offshore oil and gas production, for example flaring on platforms, are
not within the scope of Scotland’s statutory emission reduction targets. These
emissions are not disaggregated to a Scotland level within the UK Greenhouse Gas
Inventory. As such, these emissions are also not in the scope of this BRIA.

Additionally, following the closure of the Grangemouth refinery, the draft Climate
Change Plan does not include policies focused specifically on reducing emissions
arising from the process of refining crude oil, with demand for finished fuels now
being met via import.

The Scottish Government’s finalised policy position of no support for onshore
conventional oil and gas in Scotland was subject to statutory and other assessments
before the policy-making process for the draft Climate Change Plan was completed,
including in our National Planning Framework 4 (NPF4). The finalised BRIA report for
NPF4 can be found here: National Planning Framework 4: BRIA - gov.scot. The
Scottish Government’s finalised policy position of no support for unconventional oil
and gas development in Scotland was also subject to a BRIA process, the report
from which can be found here: Unconventional oil and gas policy: BRIA - gov.scot.

Land Use, Land Use Change and Forestry

The following sectors and groups may be impacted either positively or negatively by
the proposals:

e Landowners, land managers, rural and island communities;

e Third sector, public bodies and professional organisations representing
environmental, land use, farming, crofting, forestry, peatland and nature
sectors;

Environmental and project design and delivery consultancies and contractors;
Retail and commercial horticulture;

Academic and research organisations;

Skills development and enterprise agencies;

Local authorities; and

Private investment bodies.

Residential and Public

Transforming the way we heat our homes and buildings will touch the lives
of almost everyone in Scotland. The following sectors and groups may be impacted:
e Green heat supply chain businesses may see employment growth if demand

for energy efficiency and clean heating systems increases. The list is not
exhaustive, but this includes building assessors, heating engineers, smart
heating companies and private finance. Some businesses may need to factor
in any shift towards clean heating into their work planning. Evidence reported
by Nesta' indicates that heat pump installing businesses “tend to be small”,

1 How to scale a highly skilled heat pump industry | Nesta - nesta.org.uk



https://www.gov.scot/binaries/content/documents/govscot/publications/impact-assessment/2022/11/national-planning-framework-4-final-business-regulatory-impact-assessment/documents/national-planning-framework-4-final-business-regulatory-impact-assessment/national-planning-framework-4-final-business-regulatory-impact-assessment/govscot%3Adocument/national-planning-framework-4-final-business-regulatory-impact-assessment.pdf
https://www.gov.scot/publications/business-regulatory-impact-assessment-unconventional-oil-gas-policy/
https://www.nesta.org.uk/report/how-to-scale-a-highly-skilled-heat-pump-industry/

suggesting that an increase in demand for heat pumps could lead to increased
economic activity among SMEs.

Energy network companies: if a much larger proportion of heat demand will be
electrified compared to today, supplied through either individual heat pumps or
larger scale heat pumps supplying heat networks, this could have implications
for both electricity generation capacity and distribution networks, including
costs associated with increasing capacity and reinforcing networks.

Local authorities may be affected beyond their role as building owners and
occupants, including acting as lead partner in developing projects as well as a
potential role in regulating heat networks within their boundaries, although this
is yet to be determined and will be subject to further consultation and
engagement with local authorities.

Energy consumers: the above investment in increasing capacity and
reinforcing networks will increase network charges on energy consumer’s bills.
However, the exact costs are not known and will depend on how much energy
they use. While decisions over energy pricing are reserved to the UK
Government, the Scottish Government will continue to make the case that
energy consumers must benefit from the lower costs of renewable electricity
and there must be protections in place for the most vulnerable households,
including those living in or at risk of fuel poverty. We will continue working
closely with the UK Government to ensure Scotland’s interests are fully
considered.

Heat Network proposals might affect any business involved in developing or
operating a heat network.

Local authorities may be affected if they develop or operate heat networks, in
the same way as private businesses. Local authorities may also have potential
responsibilities for enforcing minimum energy efficiency standards, although
this is subject to further policy development.

The proposals for residential and public buildings will affect green heat supply
chain firms, energy network companies, heat network developers and
operators.

Transport

The following sectors and groups may be impacted either positively or negatively by
the proposals:

Individuals and households;

Businesses and commercial organisations;

Local authorities;

Regional Transport Partnerships;

Active Travel Delivery Partners;

The road freight and haulage sector, including freight and logistics providers;
Rail freight sector;

Chargepoint operators across all road vehicle types;

Aviation sector, including airlines;

The energy sector (both production and distribution of energy);
The commercial finance sector;

Ferry operating companies; and

Vehicle manufacturers.



Different business sectors were engaged during the public consultation on the draft
Transport Just Transition Plan that ran between February and May 2025 and
contained questions about workers and businesses, with 13 responding formally.

Engagement in the Transport sector which is specific to the draft Climate Change
Plan has included a workshop on road transport and aviation in September.

The wider engagement approach is set out in more detail in the Transport subsection
of Section 2: Engagement and information gathering - including the engagement
carried out by each modal area, and the types of businesses that the Transport
sector engages with in the development of the policies and proposals included in the
draft Climate Change Plan.

Waste Management

The following sectors and groups may be impacted either positively or negatively by
the proposals:

Manufacturers, distributors and retailers;

Online marketplaces;

Other businesses or commercial organisations;

Consumers and households;

Third sector;

Waste management sector; and

Local authorities and other public bodies, including SEPA.



Section 2: Engagement and information
gathering

Engagement approach

The Scottish Government has engaged and consulted extensively in preparing this
draft Climate Change Plan and in the development of climate change mitigation
proposals more generally. This has involved national and regional engagement in
sectors across the Scottish economy and in relevant policy areas and through
multiple different fora, stakeholder groups and processes which are described in
greater detail below, in particular relating to engagement with business and the third
sector.

The draft Climate Change Plan will now proceed to its statutory consultation period.
During this period Parliamentary and wider public views are expected to help feed
into the final Climate Change Plan. The Scottish Government will deliver a
programme of public engagement to make the consultation as active and inclusive as
possible.

The draft Climate Change Plan brings together a range of policy interventions, both
new and existing, that are intended to tackle the climate change crisis through
reduction of emissions and delivery of a just transition to net zero. Many of these
interventions will either have already been subject to an impact assessment process
or will undergo an assessment as they progress. Engagement throughout the climate
change sectors on an individual policy level may have been undertaken separately to
the development to the draft Climate Change Plan, particularly for pre-existing
policies. Nonetheless, previous engagement on individual policies informs the work
undertaken as part of the draft Climate Change Plan development and has therefore
been included in this document.

Internal SG engagement/engagement with wider Public
Sector

Internal SG engagement

The draft Climate Change Plan is a whole-of-government document that has been
co-created across Scottish Government and involved the participation of and
engagement with many policy areas including through our Climate Deputy Director
Network and Global Climate Emergency Programme Board. Key areas of internal
Scottish Government engagement have involved:

e Directorate for Agriculture and Rural Economy;
Directorate for Environment and Forestry;
Directorate for Energy and Climate Change;
Directorate for Population Health;
Transport Scotland;
Directorate for Marine;
Scottish Exchequer; and
Scottish Forestry.

Wider Public Sector



Engagement across the wider public sector on elements of the draft Climate Change
Plan has included:

e Scottish Environment Protection Agency;

e NatureScot;

e Zero Waste Scotland; and

e COSLA.

UK/Devolved Administrations

There has been ongoing engagement between Scottish Government and UK
Government (e.g. DESNZ, DEFRA, Department for Transport) at both ministerial and
official levels throughout development of the draft Climate Change Plan. This has
ranged from periodic information sharing in the case of devolved policy areas to
more closely joined up engagement in areas such as the development of the UK
emissions trading scheme (UK ETS). The Scottish Government has engaged with
the UK Government and the Devolved Administrations at the ministerial level via the
Inter-Ministerial Groups on Net Zero, Energy and Climate Change, and on
Environment, Food and Rural Affairs, and at official level in Four Nation discussions.

International

The main aim of the draft Climate Change Plan is to reduce emissions of
Greenhouse Gases in Scotland. Scottish Government officials have occasionally
engaged with counterparts in other countries as the draft Climate Change Plan has
been developed, to share knowledge and to participate in broader climate initiatives
such as those undertaken through the Conference of Parties (COP) process.

Business/Third Sector engagement

The Cabinet Secretary for Climate Action and Energy meets regularly with
environmental non-governmental organisations (eNGOs) to discuss progress on
Scotland’s climate change commitments, challenges facing the sector and
opportunities for collaboration.

Research and Evidence Base

The Scottish Government would like to express its thanks to the following
organisations which have contributed views during the development of the draft
Climate Change Plan.

The Science Base

The Scottish Government regularly commissions research projects through
ClimateXChange (CXC) to explore climate-related topics, identifying opportunities,
barriers, costs and benefits. CXC also commissions research and analysis to support
the Scottish Government as it develops policies on adapting to the changing climate
and transitioning to net zero.

The development of the draft Climate Change Plan has been informed by
discussions with the First Minister’s Environmental Council (FMEC) and Scottish
Science Advisory Council (SSAC). FMEC advises the Scottish Government on



international best practice and the government has sought input from FMEC on its
strategic approach to climate change. SSAC is “Scotland’s highest level science
advisory body” providing independent advice to the Chief Scientific Adviser for
Scotland and to Scottish Ministers. We have run early career researcher workshops
with SSAC to support the development of the draft Climate Change Plan.

Climate Change Plan Advisory Group

The Scottish Government has routinely engaged with the Climate Change Plan
Advisory Group (CCPAG), which has been fundamental in developing the draft
Climate Change Plan. CCPAG members include opposition MSPs and other political
representatives, public sector officials, representatives from industry, environmental
NGOs and academics.

Regularly engaging with and through the CCPAG has ensured that the views of all
represented stakeholders actively inform the creation of the plan and has enabled
the Cabinet Secretary for Climate Action and Energy to consider a range of
perspectives and expertise in policy development for the draft Climate Change Plan.

The CCPAG has sought to understand and advise on the scale of the challenge
inherent in meeting Scotland’s carbon budget targets, particularly in relation to public
finances and the Scottish economy and express views on possible solutions. Further,
the CCPAG has met to discuss options for managing the challenges and risks and
maximising the opportunities and benefits of the Plan’s proposed policy approaches
including co-benefits across sectors and linkages to climate change adaptation and
other policies, and advise on priorities on areas required by the Plan not included in
previous plans: such as setting out an estimate of the costs and benefits associated
with its policies and Just Transition considerations when preparing the plan.

Agriculture

In the agriculture sector we have engaged with our key stakeholders including: The
Scottish Crofting Federation (SCF), The National Sheep Association (Scotland)
(NSAS), The Scottish Beef Association (SBA), National Farmers’ Union Scotland
(NFUS), Quality Meat Scotland (QMS), NatureScot (NS), Royal Society for the
Protection of Birds (RSPB), Scottish Rural College (SRUC), James Hutton Institute
(JHI) Scottish Land and Estates (SLE), Scottish Environment LINK, Soil Association
(SA), Scottish Tenant Farmers Association (STFA), World Wildlife Fund (WWF) and
Scottish Agricultural Organisation Society (SAOS). These stakeholders can represent
both islands and the mainland.

Climate Change Plan Engagement

Informal evidence sessions with key stakeholders were held in summer 2024,
followed by a roundtable session in May 2025 with agricultural and land use
stakeholders. The draft Climate Change Plan is now entering its statutory
consultation period, during which Parliamentary and public views will inform the final
plan. Engagement with stakeholders will continue throughout the Climate Change
Plan Parliamentary scrutiny period. Several policies and proposals under the
Agriculture Reform Programme (ARP) and other processes will include further
stakeholder engagement as appropriate.



Additionally, we have engaged with the UK Climate Change Committee (CCC) and
Stop Climate Chaos Scotland (SCCS) as stakeholders across the suite of Climate
Change Plan policies and proposals.

Agriculture Reform Implementation Oversight Board Engagement

The Agriculture Reform Implementation Oversight Board (ARIOB) includes a
balanced representation of farming, geographical, and environmental interests.
Members were appointed to provide the necessary breadth of expertise to support
policy reform, incorporating recommendations from farmer-led groups to: cut
emissions across agriculture, support sustainable, high-quality food production,
address climate and biodiversity crises, and design a new system and approach.

Engagement through the ARIOB generally takes place via quarterly in-person
meetings (with a hybrid option for remote attendance). Ad hoc interim meetings,
typically online, are held as needed. Members also receive relevant updates,
surveys, and materials for comment via email.

Food and Agriculture Stakeholders Taskforce Engagement

Engagement with the Food and Agriculture Stakeholders Taskforce (FAST) involves
meetings between the FAST Chair and a named ARP official, with other officials
attending occasionally. These meetings are usually online, with occasional in-person
sessions. Members also receive updates, surveys, and materials for comment via
email.

Livestock Genetic and Performance Improvement Stakeholder Group

The Livestock Genetic and Performance Improvement group was established in
February 2024 to explore the role of livestock genetic and performance
improvements in supporting reduced emissions intensity from the Scottish livestock
sector, taking into account its effect on food production and economic growth. The
group is supported and chaired by Scottish Government officials and includes
representatives from National Farming Union Scotland (NFUS), Scottish Beef
Association (SBA), Quality Meat Scotland (QMS), Scottish Agriculture Organisation
Society (SAOS), Scotland’s Rural College (SRUC), and others.

Across seven meetings to date, the group have focused their discussion on three
improvement metrics, identified as having the highest potential to reduce emissions,
including: Age at Slaughter, Age at first Calving and Calving Intervals.

Scottish Suckler Beef Support Scheme Reform Engagement

Engagement for Scottish Sucker Beef Support Scheme (SSBSS) reform has been
conducted through a stakeholder group that met during 2023-2024. An updated
version of this group continues to be used for digital correspondence. Additional ad
hoc engagement occurs via meetings, phone calls, and emails.

Bilateral Engagement and Wider Communication (Primarily via ARP)
Engagement also takes place through bilateral meetings with stakeholders, either in
person, online, or via email. Wider communications, detailed below, are principally
about informing stakeholders rather than engaging them directly:

e Customer Mailings: in July 2024: Letters sent to all farmers and crofters who
completed a Single Application Form in 2024, outlining changes for 2025 and
where to find further information and support. In June 2025: Letters sent to
approximately 19,000 farmers and crofters who completed a Single Application
Form in 2025, outlining changes for 2026.


https://www.gov.scot/groups/agriculture-reform-implementation-oversight-board/

e Events: in 2024, the ARP Road Show attended 26 events across the country to
speak directly with farmers and crofters. Attendance at shows and markets will
continue in 2025.

e Paid Media: guides to 2025 changes were published in The Scottish Farmer in
November 2024 and February 2025.

¢ Online Content: the Scottish Government funds Scotland’s Farm Advisory
Service, which promotes changes through in-person and online events,
podcasts, and videos.

User Research

Under Testing Actions for Sustainable Farming (TSF), over 50 in-person interviews
were conducted with farmers and crofters (2022-2023), and nearly 1,000 responded
to a TSF survey (July—August 2022).

Small Business Engagement
Engagement with small businesses typically occurs through representative bodies
such as NFUS, SBA, QMS, and the Scottish Crofting Federation (SCF).

Supporting Advisory Groups
e Academic Advisory Panel (AAP): provides scientific expertise and evidence.
e Agriculture Policy Development Group (APDG): assists with policy detail
development and includes representatives from NFUS, Scottish Environment
LINK, and an independent expert with government and industry experience.

Business and Industrial Process

Scottish Government invited representatives from across the energy intensive
industrial (EIl) sectors, academia, public sector agencies and central and devolved
government to a stakeholder workshop to provide views on several industrial
decarbonisation and Negative Emissions Technologies (NETs) policy proposals.
Workshop outputs have informed the development of policies within the draft Climate
Change Plan.

We engage directly with the Industrial Decarbonisation Research and Innovation
Centre (IDRIC) including by attending their annual Policy Forum which brings
together stakeholders from industry, academia, government and trade unions to
explore key enablers of industrial decarbonisation in the UK. It combines research
insights, industry reflections, and discussion around current barriers and future policy
priorities.

Through delivery of the Scottish Industrial Energy Transformation Fund (SIETF) we
engaged directly with Scotland’s enterprise agencies (Scottish Enterprise, Highlands
and Islands Enterprise, South of Scotland Enterprise) to understand the wider
demand for industrial decarbonisation investment from across manufacturing and
energy industries. This market intelligence is used to consider the design of future
programmes.

NETSs officials focus on engagement with key industry stakeholders who can support
deployment of NETs at the pace and scale required to support Climate Change Plan
targets, based on opportunities highlighted in the NETs feasibility study published in
November 2023. This includes industry groups representing high potential for early
deployment of NETs such as the DAC coalition and the Anaerobic Digestion and
Biogas Association.



The Scottish Government is engaging extensively on Carbon Capture Utilisation and
Storage (CCUS). There has been extensive engagement with the wider Scottish
Cluster via a series of workshops, forums and seminars, often hosting in tandem with
Scottish Enterprise, covering topics to enable development like planning and
permitting.

At Grangemouth, engagement is coordinated through the Grangemouth Future
Industry Board which brings together Government, industry and local stakeholders to
plan the site’s long-term transition. CCUS forms a critical element of these
discussions, ensuring that decarbonisation pathways are aligned with industrial
strategy and just transition goals.

Alongside project and place-based forums, Government works with research
partners to provide evidence for policy design. Engagement also includes with
statutory bodies on seabed leasing, ensuring regulatory processes support
decarbonisation objectives.

The Scottish Government’s policy position on hydrogen was set out in the Hydrogen
Action Plan (HAP) which was subject to a BRIA process and can be found here:
Hydrogen Action Plan BRIA. Since the publication of the HAP we have established
the Scottish Hydrogen Industry Forum chaired by Scottish Ministers and composed
of senior industry stakeholders, to provide insight, raise awareness of challenges and
inform developing policy to help the realisation of the Scottish Government’s
hydrogen ambitions.

For the heat in buildings proposals that relate to non-domestic buildings, extensive
engagement has been undertaken, including public consultations (on the Heat in
Buildings Strategy, 2021 and proposals for a Heat in Buildings Bill, 2023—24); and
roundtables with businesses, NGOs, and building owners. Further consultation and
subsequent impact assessments will be needed to accompany any future regulations
introduced and the publication of the Heat in Buildings Strategy and Delivery Plan.

Residential and Public

Extensive engagement has been undertaken with businesses and the third sector,
including public consultations (on the Heat in Buildings Strategy in 2021 and
proposals for a Heat in Buildings Bill in 2023—-24); roundtables with businesses,
NGOs, and building owners; and ongoing engagement with local authorities,
regulators, and UK Government. Further consultation and subsequent impact
assessments may need to accompany any future regulations introduced and for the
publication of the Heat in Buildings Strategy and Delivery Plan in 2026.

Officials have met with the independent Regulatory Review Group (RRG) to discuss
Heat in Buildings policy.

In May 2025 stakeholder events regarding heat networks proposals took place,
including attendees from across industry. Prior to this, industry were engaged
through the Stakeholder Engagement Groups formed to advise on implementation of
the Heat Networks (Scotland) Act 2021. The advice from these groups also helped
inform the proposals.


https://www.gov.scot/binaries/content/documents/govscot/publications/strategy-plan/2022/12/hydrogen-action-plan/documents/hydrogen-action-plan-business-regulatory-impact-assessment/hydrogen-action-plan-business-regulatory-impact-assessment/govscot%3Adocument/hydrogen-action-plan-business-regulatory-impact-assessment.pdf

The Scottish Government also undertook a series of roundtables in August, chaired
by the Cabinet Secretary for Housing, with three key groups of stakeholders:

e Businesses and Investors;

¢ Non-Governmental Organisations; and

e Non-Domestic Building owners/operators.

This supplements ongoing close work with the official level Heat in Buildings
Strategic Advisory Group.

Energy Supply

We have engaged with key business and industry stakeholders regularly since 2023.
Principally, this has included regular meetings between Scottish Government officials
and SSEN, the owner of all island generator sites, including power stations on
Shetland, Orkney, Lewis, South Uist, Barra and Islay. These meetings have shaped
the development of our policies focused on reducing emissions from these two
areas, while maintaining a strong and resilient electricity network. Officials have also
coordinated with policy leads for island communities, including around the soon to be
updated National Islands Action Plan. Officials have met and continue to engage with
SSE, the operators of the Peterhead gas-fired power plant (CCGT) — though these
meetings do not focus on the live planning application which is with Energy Consent
Unit (ECU) officials and ministers for decision.

Officials have coordinated the development of policies for this chapter with officials
from the ENFOR directorate, to ensure policies around Energy from Waste reflect
wider priorities around reducing waste, enabling a circular economy and
decarbonising residual waste. The waste management section of the draft Climate
Change Plan BRIA contains further information on this topic. Evidence informing EfW
policies came from a range of sources including the Circular Economy and Waste
Route Map; the Independent Review of Incineration and Scottish Government
response to the review; the interim authority response and analytical annex from the
consultation on UK Emission Trading Scheme expansion to cover waste.

We have likewise coordinated with colleagues working on the business and industrial
processes chapter regarding the Acorn Project and Scottish Cluster. Our policy on
Acorn has been shaped by their evidence and input, including around when the
Scottish Cluster is likely to come online, provided it has the necessary level of UK
Government funding and support.

The Scottish Government regularly engages with a range of key stakeholders for the
offshore energy transition, including industry bodies such as Offshore Energies UK
(OEUK) and Renewable UK (RUK), UK regulators such as the (North Sea Transition
Authority) NSTA and Offshore Petroleum Regulator for Environment &
Decommissioning (OPRED), Trade Unions and NGOs.

The draft Climate Change Plan does not outline policies directed specifically towards
decarbonisation of the downstream oil and gas sector. However, the Scottish
Government has and continues to engage regularly with key stakeholders including:
Petroineos, the owner and operator of the Grangemouth finished fuels import
terminal, Ineos Olefins & Polymers, Ineos Forties Pipeline System and Shell and
ExxonMobil, operators of the Mossmorran industrial complex. We also maintain


https://www.gov.scot/publications/scotlands-circular-economy-waste-route-map-2030-business-regulatory-impact-assessment/documents/
https://www.gov.scot/publications/scotlands-circular-economy-waste-route-map-2030-business-regulatory-impact-assessment/documents/
https://www.gov.scot/news/incineration-review-published/#:~:text=Independent%20report%20recommends%20limit%20on,by%20the%20Circular%20Economy%20Minister.
https://www.gov.scot/publications/scottish-government-response-stop-sort-burn-bury-independent-review-role-incineration-waste-hierarchy-scotland-second-report-decarbonisation-residual-waste-infrastructure-scotland/pages/4/
https://www.gov.scot/publications/scottish-government-response-stop-sort-burn-bury-independent-review-role-incineration-waste-hierarchy-scotland-second-report-decarbonisation-residual-waste-infrastructure-scotland/pages/4/
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engagement with Fuels Industry UK, Liquid Gas UK and UKIFDA as and when
required. The Scottish Government shall continue to engage constructively with
these stakeholders through the transition to net zero.

Land Use, Land Use Change and Forestry

Forestry

Community engagement is a core part of the woodland creation process and Scottish
Forestry is committed to further promoting meaningful engagement, in line with the
Land Rights and Responsibilities Statement. Individual woodland creation schemes
(i.e. the primary way to deliver the intended Land Use, Land Use Change and
Forestry (LULUCF) forestry outcomes) are subject to a detailed consultation process,
supported by Scottish Forestry’s EIA Public Register and the publication of good
practice guidance and training events on community engagement for the forestry
sector. Local engagement and dialogue have led to the development of various
initiatives to support woodland creation, such as the farmer-led Integrated Trees
Network.

The Scottish Government’s Forestry Strategy 2019-2029 identified a number of
priority areas for action to help businesses engage in the creation of woodlands and
experience the range of benefits they can deliver. Scottish Forestry has supported
the Confederation of Forest Industries (Confor) to develop and deliver a programme
of stakeholder engagement training, and to work with business to produce good
practice guidance on engagement for the sector.

Peatlands

In addition to supporting wider engagement through many of the above channels, we
have engaged broadly across peatland restoration and horticultural peat interests as
follows.

Peatland restoration

NatureScot Peatland ACTION have engaged with businesses through their Update
and Conversation on Change which outlined proposed changes to how their peatland
restoration programme will operate in response to new challenges. Engagement
began in October—November 2024 with a stakeholder update and invitation for
feedback and has included 1-1 and group stakeholder conversations in early 2025,
ongoing webinars and site visits, and expanded training and support schemes
through 2025-26. A feedback summary was published in February 2025.

NatureScot presented four key options for future change to businesses: expanding
the pipeline of designed and investable projects; targeting public investment more
effectively; leveraging private finance to complement public funds; and simplifying
processes to accelerate delivery. These options were shared during the engagement
period and formed the basis for stakeholder feedback.

The engagement approach aligns with the Business Engagement Principles and the
New Deal for Business. NatureScot has demonstrated transparency through clear
communication of changes and funding criteria, inclusivity by engaging a diverse
range of business types, responsiveness via feedback mechanisms, and support for
growth through workforce development and competitive funding models. To ensure
broad business representation, NatureScot engaged contractors, land managers,
consultants, and investors. Sector representative bodies were involved through
events and webinars.



Feedback received from businesses was generally positive. Stakeholders welcomed
the competitive funding model and integration of private finance. There were calls for
simplification of procurement and application processes, strong support for workforce
development, and requests for clearer communication and long-term visibility of
restoration opportunities.

The majority of regional and local engagement on peatland restoration is undertaken
by intermediaries and our delivery partners including NatureScot, the two National
Parks, Forestry and Land Scotland and Scottish Water. There is an expectation that
where private investment is a factor in projects that the Principles for Responsible
Investment in Natural Capital® are followed including community engagement. The
Scottish Land Commission has issued on this and supports a good practice
programme. This also evaluates the extent and quality of community engagement in
land use projects.3 on this and supports a good practice programme. This also
evaluates the extent and quality of community engagement in land use projects.

Horticultural peat

All of the Peatland ACTION Delivery Partners have engaged with small businesses
for example through New Entrants Schemes and the Machine Operator Training
Scheme, which provided rural trainees with hands-on experience. One-to-one
support is offered by project officers, and future plans include continued training and
simplified access to funding to support small business participation.

A public consultation, “Ending the Sale of Peat in Scotland”, was carried out between
17 February and 12 May 2023. In total 552 responses were received, including 469
individuals and 83 organisations. Highest representation was seen in relation to
horticultural use of peat. Although the focus of the consultation was the sale of peat
in horticulture, we also considered other uses of peat that drive its commercial
extraction to ensure proportionate action and minimise unintended consequences.

An analysis of responses to the consultation was published on 21 December 2023.
Whilst it showed support for a peat sales ban for horticulture, those reliant on peat as
fuel in rural or island areas highlighted challenges in transitioning away from peat
due to a lack of suitable alternatives or the cost of replacement heating systems. We
are mindful of the needs of crofters and islanders and how they might be affected by
ending the sale of peat.

Following the “Ending the Sale of Peat in Scotland” public consultation, a series of
stakeholder workshops were held in autumn 2024 under the categories of growers
(ornamentals); growers (fruit and vegetables); growing media producers; garden
centres; retail (including supermarkets and DIY stores); NGOs and wider public
service and the potato industry. The information gathered from each event was
summarised and collated to inform policy development.

A research project was developed to address some concerns raised in the
consultation and stakeholder workshops around trial coordination and availability of
suitable alternatives, particularly for certain crops/plants reliant on peat. The
ClimateXChange-funded researchers conducted 35-40 interviews with growers,
growing media producers and others to understand concerns around transition and

2 Principles for Responsible Investment in Natural Capital - gov.scot
3 Responsible Natural Capital and Carbon Management - landcommission.gov.scot
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how they may be overcome. The work will inform policy development, including
support needed such as exemptions and associated conditions.

Waste Management

Background

The majority of policies for inclusion in the waste sector package are also actions
from Scotland’s circular economy waste route map 2030, published in 2024, and
have been subject to a BRIA process during development. Some policies in the
package have also already been subject to their own assessment process, for
example extended producer responsibility for packaging* (pEPR), and the Deposit
Return Scheme (DRS) for single-use containers®. While previous impact
assessments for the Route Map and Circular Economy (Scotland) Act 2024 set out
potential impacts, it is intended that further detailed assessment of the impacts and
associated evidence is gathered as policies are implemented. Potential impacts on
key business stakeholders will continue to be assessed as part of this process, and
we will continue to take forward engagement and collaboration in line with the
principles of the New Deal for Business.

Engagement approach

Collaboration and partnership have been critical to our progress so far, and we can
only be successful if everyone plays their part — government, households,
communities, charities and businesses. Our engagement approach to developing
policies and proposals for the waste sector chapter has been and will continue to be
guided by both the Verity House Agreement and New Deal for Business Group's
recommendations and implementation plan. The actions in the policy package are
based on rigorous gathering and assessment of the evidence and an extensive
programme of engagement, including two Route Map consultations.®

Evidence gathering

The policy package for waste draws upon a wide range of evidence,

including published and peer reviewed literature, official waste data for Scotland
published by the Scottish Environment Protection Agency (SEPA), and previous
research by the Scottish Government, Zero Waste Scotland and other parties. Waste
sector officials have engaged on circular economy and resources policies through
the Reqgulatory Review Group, for example on Scotland’s Deposit Return Scheme,
the ban on single-use vapes, wider producer responsibility measures, action around
single-use items, the Circular Economy Act and the Route Map. The Waste and
Resources Sector Forum has also recently been reestablished and provides a
platform for strategic engagement and partnership working between stakeholders on
key circular economy, recycling and waste management issues.

Policies

4 Extended producer responsibility for packaging Full Business and Regulatory Impact Assessment
(BRIA)

% The Deposit and Return Scheme for Scotland Requlations 2020, as amended by the Deposit and
Return Scheme for Scotland Amendment Requlations 2025; and the Deposit and Return Scheme for
Scotland (Designation of Scheme Administrator) Order 2025 Full Business and Regulatory Impact
Assessment

6 Delivering Scotland's Circular Economy - route map to 2025 and beyond: consultation analysis -

gov.scot
Scotland's Circular Economy and Waste Route Map to 2030 : Analysis of consultation responses -

gov.scot
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https://www.gov.scot/publications/consultation-delivering-scotlands-circular-economy-route-map-2025-beyond-analysis-consultation-responses/
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https://www.gov.scot/publications/scotlands-circular-economy-waste-route-map-2030-analysis-consultation-responses/

Deposit Return Scheme: a range of public and business consultations have been
undertaken for the development of the Deposit Return Scheme (DRS) in Scotland.”
Regulations were amended in 2022, 2023 and 2025 in response to stakeholder
feedback, and we continue to engage regularly with the industry-led scheme
administrator and obligated businesses throughout the scheme’s implementation.
Most recently we have engaged with businesses through the UK-wide DRS Industry
Forum. This group provided industry expertise and advice on practical issues related
to the operation of the DRS and how it interacted with production, retail, and
hospitality industries. The group comprised of trade bodies in the sectors who will
have most influence on the scheme’s operation. Further details of the engagement
undertaken to support the development of DRS can be found in Section 2 of the
BRIA for the DRS amendment regulations published May 2025.

Extended Producer Responsibility for Packaging (pEPR): a wide range of
business engagement has been undertaken at both a Scottish and UK level,
including an industry sounding board established with the support of INCPEN
(Industry Council for Packaging and the Environment), the government’s Advisory
Committee on Packaging (ACP), and Defra’s Packaging and Collections Working
Group and Resources & Waste Stakeholder Advisory Group. Consultation on the
introduction of a four-nations packaging extended producer responsibility scheme
(PEPR) took place in 2021, with subsequent consultation on final Regulations in 2023
and ongoing regular engagement with industry groups and local authorities since
then.

Single-use cups action: engagement to develop initial policy proposals for action
around single-use beverage cups has included meetings of an expert advisory group
containing representatives from business, retail, equalities groups, consumer groups,
and local authorities®. It has also involved engagement with the Regulatory Review
Group on initial policy proposals and implementation advice.

Food waste: engagement can ensure any change to legislation is proportionate and
accessible guidance is provided. An example is the plan to establish an expert
advisory group to enhance policy development on the mandatory reporting of food
waste and surplus. We recognise that reporting will be an additional ask on
businesses, and that many food businesses work across the UK, so we intend to
work with key partners to ensure we are engaging at a Scottish and UK level to
maximise potential environmental impact while providing simplicity for the business
sector.

Recycling: commercial waste sector actions include a review of compliance with
commercial recycling requirement to be undertaken by SEPA. We intend to use the
review as the starting point for a co-design process with stakeholders to develop
further measures to improve commercial waste services to maximise waste
prevention, reuse, and recycling. This will involve in-depth engagement with the
business community, the Scottish resources and waste sector and other key
stakeholders, drawing directly on the expertise held across the sector, on the
experiences of different sizes of businesses and organisations, and on the evidence
drawn together through key measures like waste compositional analysis and the
review of compliance.

7 See: Deposit and Return Scheme for Scotland Requlations 2020 (as amended): business and
requlatory impact assessment
8 Single-Use Disposable Cups Charge Advisory Group - gov.scot



https://www.gov.scot/publications/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025-full-bria/pages/4/
https://www.gov.scot/publications/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025-full-bria/pages/4/
https://www.gov.scot/publications/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025-full-bria/pages/4/
https://www.gov.scot/groups/single-use-disposable-cups-charge-advisory-group/

Disposal: the draft Climate Change Plan policy collection for Waste Management
includes a package of measures targeting emissions reduction at the point of waste
disposal. Through the development of these measures the Scottish Government has
and will continue to progress significant engagement with sector representatives and
local government. For example, to guide the development of the Residual Waste
Plan, we will establish an advisory panel. We believe this collaborative approach is
vital to draw upon the expertise across these sectors and build joint ownership and
the confidence needed to invest in infrastructure across the resource recovery chain.

Transport

Car use

Our approach is informed through: the work of three key working groups focussed on
governance and delivery plans associated with our successor car use reduction
target; communication and engaging on car use reduction targets nationally; and on
regulations made under the Transport (Scotland) Act 2001, which enabled
discretionary local road user charging schemes to be made should a local authority
wish to do so. Membership of these groups varies, however generally include key
stakeholders including Regional Transport Partnerships, SCOTS and COSLA, as
well as others in Scottish Government.

Engagement was carried out with business throughout the consultation period for the
draft route map, and with stakeholders throughout the development of our updated
approach published in the renewed policy statement on car use reduction. As the
renewed policy statement restates our commitment to reducing car use, further
strategic engagement with business will be undertaken at an individual policy level,
for example as Transport Scotland takes forward regulatory checks on discretionary
local road user charging schemes working with local authority partners.

Stakeholder engagement has been pivotal to the ongoing development of car use
reduction policy. Our consultation on a draft route map for car km reduction received
679 responses, of which 64 were from organisations and 615 from individuals. These
responses formed a key part of the evidence base which formed the basis for our
renewed policy statement on car use reduction The consultation analysis and
renewed policy statement were published in June 2025.

We have also continued to engage directly with key stakeholders, both directly and
through utilising existing mechanisms such as the Mobility and Access Committee for
Scotland, the Public Health and Sustainable Transport Partnership, and the National
Transport Strategy Delivery Board.

The Scottish Government also developed a draft Transport Just Transition Plan,
which was subject to a public consultation to gather feedback, alongside a number of
public engagement events held. A total of 123 substantive written responses were
received and analysed. This included 68 from organisations. This provided significant
further insight into how car use reduction can be achieved in a way that is fair for all
in Scotland.

Bus and active travel

For Active Travel, there remains engagement with national, third sector delivery
partners, including Walk Wheel Cycle Trust, Cycling Scotland, Cycling UK and
Walking Scotland.



Officials continue to engage with key stakeholders (Local Authorities; Regional
Transport Partnerships (RTPs); Active Travel Delivery Partners) as part of the on-
going delivery of the 2025-26 programme. All of these contributions can be seen to
contribute to the commitments within the draft Climate Change Plan.

We continue to progress development of our data, monitoring and evaluation
framework and processes that will assist in us responding to the Audit Scotland
recommendation to report against the impact of the new delivery models by end
2025.

Heavy goods vehicles

In 2023 Transport Scotland convened the Zero Emission Truck Taskforce to shape
the pathway to the decarbonisation of Scotland’s road freight and logistics sector.
The taskforce held a series of meetings, established working groups and
commissioned research and analysis. These underpinned the production of the HGV
Decarbonisation Pathway for Scotland in March 2024, co-produced by industry and
the public sector, describing the main issues and setting out actions for business and
government.

As part of the actions for government within the HGV Decarbonisation Pathway,
Transport Scotland have established a finance forum, involving extensive discussion
between operating companies, the energy sector, the finance sector and
government, culminating in a meeting in March 2025. This identified opportunities
and mechanisms for bringing private sector investment into the decarbonisation of
road haulage through collaboration within industry and partnership with government.

Transport Scotland subsequently launched a £2 million Market Readiness Fund in
2025 to provide financial support for SME hauliers and encourage the formation of
consortia of fleet owners, charge point operators and financiers to conduct analysis
and development proposals for HGV decarbonisation projects. It also included
targeted support for Scottish SME HGV operators to access analytical support,
knowledge and expertise to better understand how to decarbonise their operations.

In parallel, Transport Scotland has commissioned research from Heriot Watt
University to map the likely energy demand and location of en route charging
infrastructure on Scotland’s trunk road network. A first version of the research was
published in September 2024 with a second iteration in March 2025 and a third
version under development. The project involves close collaboration with fleet-
owning companies to access vehicle data, as well as with DNOs and NESO to
ensure the outputs can inform modelling.

The output of the HGV charging infrastructure work is one of the inputs to Strategic
Transport Electrification Group — a forum established by Transport Scotland to
identify how the energy system will need to adapt to the changing demand for
charging of zero emission HGVs and liaise with distribution network operators and
the National Energy System Operator to gather data to inform future investment
decisions.

Since 2019 Transport Scotland has funded the provision of training through the
college network to ensure that the workforce has the skills necessary to develop,
maintain and operate zero emission vehicles. The programme is run in partnership



with the Energy Skills Partnership and shaped by the standards set by the Institute of
the Motor Industry (IMI) and other relevant bodies.

Transport Scotland’s support for skills has evolved in response to ongoing feedback
from the sector, including industry participation in the development of the draft Just
Transition Plan for Transport. In 2025 Transport Scotland launched the HDV Skills
Challenge Fund to encourage the development of projects from the public and
private sector to address skills needs in relation to the decarbonisation of HDVs.
Transport Scotland also convened a Skills Forum in response to stakeholder
feedback to assist with knowledge sharing and is developing a Skills Route Map to
2045 with stakeholders.

Transport Scotland maintains ongoing engagement with the road freight and haulage
sector through regular meetings of the Scottish Freight and Logistics Action Group
(ScotFLAG) and one-to-one meetings with industry bodies including Logistics UK
and the Road Haulage Association. These meetings provide an overview of issues
affecting the sector, including sustainability of the sector.

Transport Scotland are working with the public sector to develop a public sector fleet
decarbonisation Action Plan. The Action Plan will include actions related to
decarbonisation of heavy and specialist vehicles, this work has been informed by a
series of workshops with public sector fleet managers, and the draft action plan is
expected to be published late 2025.

Electric vehicles

The UK Government, as the secretariat for the four nations Vehicle Emissions
Trading Schemes legislation, held consultations back in 2023 and again in late 2024
and a mini-consultation in the summer of 2025. This has engaged the automotive
sector, the public charging sector and has been open to the public. Roundtables with
Ministers from all four nations were held earlier in 2025 regarding the flexibilities to
be introduced to the legislation later in that year.

On public Electric Vehicle charging, a consultation ran from February to March 2025
collating over 100 responses. Workshops were held in the central belt and in the
Highlands to capture additional input from across Scotland. Via Scottish Futures
Trust (SFT), officials meet with the public charging industry on a quarterly basis as
well as with the trade body Charge UK.

On the public charging side, Transport Scotland drew upon the infrastructure
investment expertise of Scottish Futures Trust to look at how the public charging
network can be financed and grown at the scale and pace necessary to achieve
Scotland’s Net Zero targets. In their 2021 review they identified that it was
unsustainable for a public funded model to successfully achieve the required level of
coverage necessary to support future demand.

The publication of the draft Vision Implementation Plan in December 2024 sets out
the route map to approximately 24,000 additional public charge points by 2030
largely financed by the private sector. Following its publication, an online consultation
alongside two physical workshops in Glasgow and Inverness were held with
stakeholders across Scotland and the UK to refine the actions necessary to meet the
public charging ambition. The final Vision Implementation Plan is due to be published
by the end of 2025.



On the Electric Vehicle supply side, a consultation was launched in December 2024
with the automotive industry regarding flexibilities to the Vehicle Emissions Trading
Schemes legislation which includes the ZEV Mandate. Following that consultation, a
new policy position was agreed in April 2025 providing flexibilities while maintaining
the headline targets to 2030. In 2027 a statutory review of the legislation will be
performed looking beyond 2030 to 2035.

Aviation

The Scottish Government’s Aviation Statement, published in 2024, describes the
specific actions we will take to encourage decarbonisation and to increase our
international connectivity. In developing the Aviation Statement, we consulted with a
range of stakeholders, including businesses, operators, and public sector
organisations.

The Statement emphasised that the Scottish Government must encourage and
complement the sector’s efforts to reduce emissions, while maintaining clear lines of
responsibility and accountability. We noted Ministers’ intention to meet regularly with
aviation stakeholders to discuss progress on reducing emissions and whether the
various decarbonisation strategies that apply in Scotland are working effectively or
whether further action is required.

As part of our commitments within the Aviation Statement, Ministers held the first of a
series of roundtable discussions with the sector in June 2025. While there has been
a great deal of discussion and work on Sustainable Aviation Fuel (SAF), Ministers
were also keen to better understand the challenges and opportunities involved with
adopting electric and hydrogen flight in Scotland. The event was well received by the
sector, and we are now engaging further with stakeholders to define next steps.

We also continue to engage with UK Government Department for Transport (DfT)
colleagues to understand the work of the UK Jet Zero Taskforce’s Task and Finish
groups, to ensure knowledge exchange and to avoid unnecessary duplication.

Rail freight

There is ongoing engagement with freight customers and freight and logistics
providers through the Scotland Freight Joint Board to inform and understand the
impact of our freight growth targets and policies relating to modal shift. Feedback
received to date has been positive.

Alongside the rail regulator we monitor and feedback on Network Rail’s progress
towards achieving the rail freight growth target. This target (and supporting ones) is
governed through the Scotland Freight Joint Board (SFJB) (the main senior rail
freight industry group), and the members work collaboratively to produce the required
short and longer term plans for growth. The SFJB is chaired by Network Rail and
attended by Freight Operating Companies third party logistics providers, key rail
freight users, the Rail Freight Group, representatives of the Port Sector, terminals
representatives, Logistics UK, the rail regulator and Transport Scotland.

Given the commercial nature of rail freight, Network Rail cannot generate growth on
its own, so this collaborative work with the rail industry and key rail freight customers
ensures that growth plans are robust and reflect business and commercial realities.



Public consultation

Following the laying of the draft Climate Change Plan in Parliament, the Scottish
Government will run a public consultation on the Plan. This will cover the policies
and proposals included in the Plan, and its associated impact assessments,
including the BRIA. Public engagement events and activities will be delivered to
make the consultation as active and inclusive as possible.

Responses to this consultation will be analysed and considered, in order to improve
the final Climate Change Plan.

This section outlines consultation to date for particular sectors that has supported
and informed the development of the draft Climate Change Plan.

Agriculture

The main route of public consultation to date for agriculture on the draft Climate
Change Plan has been through the Agricultural Reform Programme. Public
consultation was carried out as part of the Agriculture and Rural Communities Bill.

The Agriculture and Rural Communities (Scotland) Act 2024 aims to deliver the key
ambitions set out in the Scottish Government’s Vision for Agriculture: helping our
farmers and crofters to produce more of what we eat more sustainably, to support
their essential role in delivering climate mitigation and adaptation, and in biodiversity
restoration. In seeking the powers to realise that Vision, the Act enables a payments
framework that incentivises a drive towards low carbon approaches to improve the
resilience, efficiency and profitability of the sector.

Wider ‘land use’ policies and strategies, such as the draft Bioenergy Policy
Statement, the Scottish Biodiversity strategy and Agricultural Just Transition plan
have involved public consultation, and any further such strategies such as the next
Land Use Strategy, will be subject to wider public consultation as they are
developed.

Business and Industrial Process

Due to the nature of policies within the industrial sector public engagement is
primarily through consultations for draft policies such as our Hydrogen Action Plan.

Energy Supply

Proposals covering Energy from Waste either have been consulted on publicly or
would be consulted on before being delivered. Scotland's National Planning
Framework 4 (NPF4) Policy 12 was consulted on as part of the wider NPF4
consultation, which ran from November 2021 to March 2022. In 2024, the UK,
Scottish and Welsh Governments and the Department of Agriculture, Environment
and Rural Affairs for Northern Ireland jointly consulted on expanding the UK
Emissions Trading Scheme to cover emissions from both waste incineration and
energy from waste (EfW). Any expansion of the UK Government’s existing Industrial
Carbon Capture Waste Business Model to include new projects will be consulted on



publicly by the UK Government, following the original consultations to create the
business models that support industrial carbon capture (ICC) and waste-based
carbon capture. We have committed to develop a Residual Waste Plan to ensure the
best environmental outcome for materials and set strategic direction for management
of residual waste to 2045. This will include a sector-led plan to minimise the carbon
impacts of the energy from waste sector. Officials will establish a Residual Waste
Advisory Panel to draw upon the expertise across sectors. The Plan will be
published in 2027, with an interim report due in 2025/26. We are committed to
working closely with sector representatives in the development of the Plan.

Other policies within the energy supply sector will include public consultations, where
relevant, alongside community engagement for those communities specifically
affected by the policy in question, e.g., in Peterhead or islands. For example, SSEN
Transmission’s community engagement for High Voltage Direct Current (HVDC)
projects involves early and extensive consultation through public meetings, online
feedback, and direct engagement with stakeholders like community councils and
local authorities. This approach will continue as we work to reduce reliance on island
diesel power stations through supporting establishment of new connections between
islands and mainland and explore the use of alternative, non-fossil-fuel based
solutions to diesel for back-up supply.

SSE Thermal continue to engage with the community in Peterhead and the
surrounding area regarding the development of the Peterhead 2 CCS power station.
The Stage 2, formal consultation for the Peterhead CCS Power Station project took
place from 23 August to 1 October 2021. SSE plans to continue its public
engagement efforts, which will include further community consultations and
participation in local events.

Other policies are aimed at influencing or working with the UK Government and the
National Energy Systems Operator (NESO), for example regarding the Review of
Electricity Market Arrangements (REMA) and the Strategic Spatial Energy Plan
(SSEP). Public consultations will therefore be led by NESO or the UK Government.
There have been several public consultations ran by the UK Government on REMA,
with an initial public consultation published in July 2022. This was followed by a
second public consultation in March 2024, ahead of the July 2025 summer update
from the UK Government. The SSEP draft will be published for consultation in 2026.

Land Use, Land Use Change and Forestry

Forestry

As stated, the primary mechanisms for public consultation on the draft Climate
Change Plan to date have been an extensive consultation to inform the Scottish
Government’s Forestry Strategy 2019-2029, of which woodland creation is a key
priority; and the ongoing community engagement and detailed consultation
processes for woodland creation in line with the Land Rights and Responsibilities
Statement and Scottish Forestry’s EIA public register. Local engagement and
dialogue have led to the development of various initiatives to support woodland
creation, such as the farmer-led Integrated Trees Network.

Peatlands



As noted above, a public consultation on “Ending the sale of peat in Scotland” was
carried out from February to May 2023. Of 552, respondents, 8% represented the
commercial horticulture industry. Responses show that horticultural peat was seen
as essential in propagation and in production of potatoes or mushrooms. Lack of
alternatives to peat, higher costs of alternatives, training needed, and potential for
increased wastage and crop failure were all identified as barriers to banning the sale
of peat for horticulture. Subsequent stakeholder workshops revealed that, whilst
major retailers are less concerned about transition, certain growers are yet to identify
suitable alternatives to peat and there is concern that the benefits provided by
“Environmental Horticulture” may be compromised if peat is phased out of
horticulture too rapidly.

Residential and Public

We consulted publicly on proposals for a Heat in Buildings Bill between November
2023 to March 2024, with over 1,500 responses received®. We also consulted on
proposals for regulations introducing a Minimum Energy Efficiency Standard for the
domestic Private Rented Sector between June and August 2025. On EPC Reform,
the Scottish Government has consulted three times prior to laying the new
Regulations (202110, 2023 and 2025'?). We have also conducted broader
engagement, including sector specific engagement, for example through the public
consultation on the draft Heat in Buildings Strategy, which was published in 2021.

Transport

On car use reduction, engagement was carried out with business throughout the
consultation period for the draft route map, and throughout the development of our
updated approach published in the renewed policy statement on car use reduction.

The publication of the draft Vision Implementation Plan in December 2024 sets out
the route map to approximately 24,000 additional public charge points by 2030
largely financed by the private sector. Following its publication, an online consultation
alongside two physical workshops in Glasgow and Inverness were held with
stakeholders across Scotland and the UK to refine the actions necessary to meet the
public charging ambition. The final Vision Implementation Plan is due to be published
by the end of 2025.

Waste Management

Relevant public consultations in the Waste Management sector have already been
conducted. Two Circular Economy and Waste Route Map consultations were
conducted in 2022 and 2024, both of which had consistently high levels of support
for the proposals. A public consultation on proposals for the Circular Economy Bill

9 Published responses for Proposals for a Heat in Buildings Bill: Consultation - Scottish Government
consultations - Citizen Space

10 Domestic Energy Performance Certificates (EPC) reform: consultation - gov.scot

11 Enerqy Performance Certificate reform consultation: response - gov.scot

12 Enerqy Performance of Buildings (Scotland) Regulations 2025 - EPC reform consultations: SG
response - update - gov.scot
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was conducted in 2022 (now Act)'3. A consultation is being undertaken on the
circular economy strategy and a monitoring and indicator framework, ahead of
publication in 2026. A consultation on initial proposals to tackle the significant
environmental impact of single-use drinks cups was also conducted. The analysis of
the responses has been published.'® The Scottish Government undertook a
consultation on strengthening approach to household recycling collection services,
including the current approach to the rural food waste exemption and the approach
to textile recycling.'® Further, there was a call for evidence to support consideration
of extending Scotland’s upcoming biodegradable municipal waste landfill ban to
potentially include non-municipal biodegradable (and other) waste published in
2025.8

There is a planned consultation following the co-design of the new Household
Recycling Code of Practice. Consultation is planned to be launched before the end
of 2026 following the conclusion of the co-design process.

13 Delivering Scotland's circular economy: Proposed Circular Economy Bill - Consultation analysis,
2022 - gov.scot

14 Single Use Cups Consultation, Scottish Government, 2024 - gov.scot

15 Charging for Single Use Disposable Beverage Cups - consult.gov.scot

16 Strengthening approach to household recycling collection services consultation, Scottish
Government, 2025, Strengthening approach to household recycling collection service consultation -

gov.scot
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Section 3: Costs, impacts and benefits

Costs to businesses

The actions outlined within the draft Climate Change Plan will involve both costs and
benefits for Scottish businesses. Exactly how these will manifest and be distributed
is highly uncertain and will be worked through in greater detail as individual policies
and actions are developed. The below sections provide a sector-by sector overview
of the key potential costs and benefits.

Set against these are the impacts of doing nothing, in particular the costs of global
inaction to address the climate threat. As is noted in the main Climate Change Plan
documents, damage and disruption from flooding, failing crops and the impact of
storms all pose increasing risks to the Scottish economy as the impacts of climate
change grow. A 2025 report by the Office of Budget Responsibility'” estimates that
climate damages could reach 8% of UK GDP by 2070 if the world warms by 3
degrees by the end of the century. Further, a ‘do-nothing’ approach risks forgoing the
potential benefits to businesses across Scotland, as well as benefits to the wider
Scottish economy and to public health. Further detail on the benefits of the policies
and proposals contained in the draft Climate Change Plan are set out in the ‘Benefits
to Business’ section of this document.

Agriculture

There are unknown costs and benefits to industry in terms of delivering the mitigation
measures necessary to reduce emissions from agriculture and due to the scale of
unknown costs and benefits at present there is not sufficient information to suggest
there is a reasonable estimate of the overall financial impacts. These require further
development for accurate quantification and this work will form part of the Agricultural
Reform Programme.

The cost to business of the future support scheme is complex and challenging to
estimate. At present the delivery mechanism for most of the mitigation measures is
still being developed so it is not possible to determine a cost to business of these.
However, evidence from the ‘Scenarios for emissions reduction targets in Scottish
agriculture’ report carried out by Scotland’s Rural College (SRUC) and published on
the ClimateXChange (CXC) website, shows that there are many measures that can
save businesses money in the long run as well as those that will come at a cost.

This independent research was developed by drawing on recommendations from
Farmer Led Groups and other key stakeholder and academic reports outlining the
ways in which agriculture in Scotland could reduce its emissions and the primary role
of the Agricultural Reform Programme is to develop delivery mechanisms for such
mitigation measures.

Business and Industrial Process

170Office for Budget Responsibility: Net-zero is much cheaper than thought for UK — and unchecked
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Most of the costs associated with policies in this Climate Change Plan envelope are
expected to fall on Scottish industry itself, which will be required to invest in
decarbonisation technologies over the next two decades to reduce their carbon
emissions. Switching away from fossil fuel technologies towards electricity-based
technologies, or the adoption of hydrogen or carbon capture and storage (CCS) are
the main pathways available for industry to decarbonise. CCS is expected to get
considerable government support in Scotland, with both the UK Government and
Scottish Government announcing support for the development of the Acorn Carbon
Capture and Storage (CCS) Project'®. The additional Scottish Government policies
and proposals to support industrial decarbonisation are the UK Emissions Trading
Scheme (UK ETS), the Scottish Industrial Energy Transformation Fund (SIETF), a
subsequent proposed industrial decarbonisation programme, and the Green
Hydrogen Fund.

Non-domestic buildings

The most significant potential cost to businesses is likely to arise from replacing
polluting heating systems with clean alternatives. It is important to note that around
half of non-domestic buildings already use clean heat, suggesting that many
businesses may not be directly affected.’®

Business may also experience an impact to their running costs as a result of moving
from a polluting system to a clean alternative. Average non-domestic electricity
prices are currently around 4.6 times higher than gas.?° While heat pumps are
around three times more efficient than traditional gas boilers, this efficiency
advantage is currently offset by the electricity-to-gas price ratio, making it unlikely
that non-domestic buildings will experience reduced running costs from switching to
heat pumps under current energy prices.?

There is potential for reduced running costs in the future if electricity prices decline
relative to gas. However, this potential benefit has not been quantified due to
difficulties with predicting future energy prices which are influenced by a wide range
of unpredictable factors, such as geopolitics, UK Government policy decisions and
future energy demand.

Energy Supply

There are no specific costs for electricity sector policies as these are largely around
a reserved area of policy and are anticipated to be industry led. One exception to this
is the Scottish Government’s role as part of the UK ETS Authority, which is currently
exploring expanding ETS to include energy from waste (EfW). It is anticipated that
cost exposure would introduce stronger incentives for EfW facilities to adopt CCS.
There is therefore a clear interaction between the ETS, EfW and the resulting energy
envelope. Because the inclusion of EfW in ETS remains subject to discussion within

18 Acorn | Growing Our Decarbonised Future - The Acorn Project
9 Non-Domestic Analytics

20 Gas and electricity prices in the non-domestic sector - GOV.UK
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the ETS Authority, it remains defined as a proposal and cost estimates are not
provided here.

Land Use, Land Use Change and Forestry

Forestry

Scottish Forestry has worked with colleagues in the Scottish Government to prepare
forestry’s contribution to the draft Climate Change Plan. The current policy (Policy 1)
is to scale up to 18,000 hectares of new woodland a year by 2029, with a 10%
“stretch” in CO2 removals due to the potential for improved location, species and
management of trees. In 2040, this will result in an estimated total of 258,000
hectares of new woodland being planted. Scotland’s woodlands currently sequester
7.6MTCO2e annually.

The costs are anticipated to fall onto government and business. Government will be
required to invest in woodland creation and management through the Forest Grant
Scheme (FGS), allocated to and administered by Scottish Forestry. The grant
provides a targeted incentive to address market failure, as woodlands produce
positive spillover effects, such as carbon sequestration, clean air and biodiversity
enhancements. This means that there is a greater external social benefit to
woodland creation than a private one. If left to the market alone, new woodlands
would be underproduced, with their environmental, social and economic value left
unrealised.

Current grant rate is around £4,500 per hectare. Due to the effects of inflation over
time, private sector costs now often outweigh this public support. There is a direct
link between the Scottish Forestry budget and the level of woodland creation: under
the FGS there has been over 55,000 hectares of new woodland approved since
2020.

The Climate Change Plan consultation offers an opportunity to gather data on these
impacts and detail the cost environment.

Adequate resource funding for technical forestry and support staff determines its
capacity to process grant applications, particularly as target levels increase. Current
funding levels means that 10,000 can be achieved this year. It is likely there may be
an increase in resource costs for scaling up to the 16,000 target and then 18,000 by
2029.

An analysis has not been included on grant rate sensitivities. The potential to meet
Scottish Government Climate Change Plan woodland creation targets will require
trees to be integrated into the agricultural landscape. Although the current targeted
area grant rate is a strong incentive for afforestation, the impact differs depending on
type of farmland and how willing landowners and farmers are to change land use i.e.
from agriculture to forestry. The Climate Change Plan consultation offers an
opportunity to gather data on this area directly.

Peatlands
Peatland restoration is a voluntary policy and as such there are no set costs on
businesses for its delivery with most of the costs borne by government. There are



many benefits of peatland restoration, including for businesses, which can be
considered and are outlined in the relevant section of both the Plan and this BRIA.

The cost to society of degraded peatland is greater than markets recognise, with
many of the benefits of healthy peatlands (such as flood mitigation, water quality and
culture) not quantified. The adverse effects of emissions and other damage from
degraded peat are ‘external’ to the market, which means there is usually only an
ethical, rather than an economic, incentive for businesses and consumers to restore
peatlands or switch to peat-free alternatives for horticultural uses. These
externalities, as well as information asymmetry and incomplete markets have, in
part, been drivers of the degradation of peatlands in the past. Recognising that if left
to market forces, peatlands would continue to be degraded, and therefore emitting
carbon and contributing significantly to the climate emergency and biodiversity loss,
supports the need for government intervention to protect, manage and restore
peatlands.

The costs of peatland restoration currently fall mostly onto government with modest
contributions from private investment. Government will be required to invest in
peatland restoration and management through the grant scheme administered by
Peatland ACTION. The grant provides a targeted incentive to address the market
failure discussed above and realise benefits for wider society and environment. In
2025 a pilot was launched to trial Scottish Government entering into individual
carbon contracts to test blending public and private finance.

The cost of peatland restoration depends on a wide range of factors, one of them
being that high-emitting peat can also be more expensive than other types to restore
but is important to achieving emissions targets. The analysis of costs looked at the
different costs for different peat types in line with the draft Climate Change Plan
restoration pathway. To illustrate, the cost of restoring a hectare of peat might vary
between around £2,000 and £5,000, presented in 2025 prices.

With regards to horticultural peat, the impacts on the professional growing media
supply chain are anticipated to be higher than impacts on the amateur supply chain
who have largely transitioned away from using peat.?? According to unpublished
research on horticultural peat, growing media producers switching production to
peat-free media will incur short-term costs for new machinery and processes at an
estimated total cost of £7.5 million. Horticulture experts suggest that costs would
increase from £40/m3 for peat to £75/m? for alternatives to peat. Some consultation
responses anticipated reduced plant production for horticultural businesses, which
would in turn lead to reduced sales and for some a risk of business closure. Other
costs anticipated include labour costs of increased watering, loss of profit from
greater plant losses, lower quality, and reduced shelf life of container plants, loss of
stored growing media due to reduced shelf life and costs incurred through new pests
and diseases associated with a change to new growing media.

Residential and Public

22 Tracking peat usage in growing media production — method statement - GOV.UK
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A significant potential cost to businesses is likely to arise from heat network
infrastructure, which requires significant investment. The other major cost likely to be
faced by businesses is landlords and housing associations replacing polluting
heating systems with clean alternatives.

These costs are estimated on the basis that of the 950,000 Private Rented Sector
and Social Rented Sector dwellings in Scotland currently, around 146,000 (15%)
already use clean heating systems. Costs to businesses are estimated based on
weighted average costs of clean heating technologies including heat pumps and
heat networks.

Transport

A significant financial cost to business will come by way of the capital investment
needed to purchase electric cars, vans and trucks in order to replace those powered
by petrol or diesel fuels. However, significant financial benefit is expected to arise
through operating and maintenance cost savings associated with electric cars, vans
and trucks, alongside tax benefits and access to low-emission zones. Transitioning
away from jet fuel kerosene to the sustainable aviation fuels to power aircraft, and
manufacturing of battery electric and hydrogen fuel cell aircraft to use on commercial
flights will be a significant cost to industry. Costs will also be incurred by businesses
in efforts to decarbonise ports alongside costs related to compliance with
International Maritime Organisation regulation on carbon pricing.

A range of sources have been used to provide indicative financial estimates
associated with decarbonising the transport sector, including the Climate Change
Committee advice to Scotland, analyses published by Department for Transport, and
other external reports. These are intended to provide an understanding of the scale
of costs and benefits involved in the transition.

Encouraging modal shift from car to active and public transport

As the car use reduction target is a national level ambition, there is limited evidence
as to the financial cost impact on business at this stage as it is not possible to do so
without specific information as to the specific measures which will be undertaken. As
per best practice for evidence-based policymaking, individual policies and any
delivery plans for car use reduction will ensure that the impact and costs to business
are considered as a part of their development. In terms of encouragement towards
more sustainable forms of transport, including active and public transport, around
£94 million leveraged by private sector for total project value of £136 million for bus
decarbonisation (ScotZEB).

Businesses may benefit from reduced congestion and more efficient road space
allocation, leading to improved journey times and efficiency. Local economy benefits
can be expected where improvements in walking, wheeling and cycling infrastructure
make local businesses more easily accessible.

Reducing emissions from Heavy Duty Vehicles

The total additional cost in Scotland of replacing diesel powered HGVs with electric
equivalents, and to deploy the necessary charging infrastructure, may be in the
region of £5 billion to £9.5 billion. Cost estimates are indicative, based on assuming



a 10% Scotland share (representative of an approximate Scotland population share
of the UK) of an estimated £50 billion to £100 billion to transition to zero-emission
HGVs in the UK, as per the Green Finance Institute. Total estimated costs are
uncertain and therefore could be higher or lower than the range provided. It is
expected that industry may incur a significant portion of those costs due to the
purchasing of zero-emission trucks, which are expected to remain above the level of
diesel equivalents across the period 2025-2040.

In terms of benefits flowing to businesses, cost savings are expected as operating
and maintenance costs of zero-emission trucks are expected to be cheaper relative
to diesel equivalents. Other direct benefits relate to tax (vehicle excise duty) and
enabling access to low emission zones.

Encouraging uptake of Electric Vehicles (EVs) for cars and vans

Costs and benefits of the uptake of electric cars and vans are considerably uncertain
due to uncertainty around future vehicle and energy prices. Businesses are likely to
incur additional capital costs for the purchase of Electric Vehicles and provision of
charging infrastructure, particularly in the near-term when the purchase price of new
EVs is greater than equivalent petrol or diesel vehicles. However, significant financial
benefits are expected to arise in the form of lower operating and maintenance costs
of electric vehicles compared with conventional petrol and diesel vehicles, which
businesses can realise through electrifying their fleet.

The costs of delivering the required uptake of EVs will be shared across Scottish
Government (to deliver policies), local government (to deliver local schemes and
replace vehicles in their fleets), industry (to meet the supply of EVs required and to
purchase EVs for their fleets) and consumers (to purchase the EVs).

Reducing emissions from aviation

In their balanced pathway, the CCC estimate an additional £3.5 billion in capital and
operating costs from 2025 to 2045 for the aviation sector. This accounts for
manufacturing and deployment of Sustainable Aviation Fuels (SAF), developing new
aviation technologies, and the development, testing and introduction zero-emission
aircraft. The sector is expected to bear significant costs of the transition in response
to UK and wider international policy to decarbonise aviation.

Potential benefits generated by the sector mainly arise in the form of carbon
emission reductions, job creation and contributions to economic growth.

Rail freight

A corridor-by-corridor review of the rail network was undertaken to inform the rail
freight growth target of 8.7% for the period 2024 to 2029. Network Rail has advised
that this anticipated growth can be accommodated within the core budget it receives
for the maintenance, operations and renewal of the rail network. As such, this growth
comes at no additional financial cost to Government. Additional growth may be
achieved through facilitating third party investment in rail freight facilities through
freight grant funding and also through rail infrastructure enhancements with costs
allocated to those specific budgets.

Other



We will enhance the digital travel data services that sit behind Traveline Scotland
and other journey planner providers, and will develop the Open Data provisions in
the Transport (Scotland) Act 2019: The Traveline Scotland call centre, which
supports those without access to online services, is paid for by Operators across
Scotland — this is separate from the digital platforms but relies on the data within.

Waste Management

Approach

Summarised information on costs to businesses from the impact of the waste
package are outlined below, grouped by the four strategic outcomes in the draft
Climate Change Plan chapter. It discusses the potential type and scale of costs and
benefits for different groups that will be considered as interventions are developed,
reflecting that many of the actions are at different stages of design and
implementation. Some costs remain uncertain pending further policy development
and co-design with stakeholders, and must be subject to change as policy
development moves forward. While there are some limitations and uncertainties, the
Scottish Government is committed to working in partnership with stakeholders to
assess the full impact and costs of these measures, and would welcome reflections
through this draft Climate Change Plan consultation to help shape assessments.

Summary of costs for businesses

Costs associated with the introduction of some measures in the draft Climate
Change Plan package may include additional enforcement costs for public bodies,
administrative costs for businesses and infrastructure and operational costs of
amending services or ensuring compliance across public and private sectors. These
are summarised below where feasible by the four strategic outcomes of the package.
The 'polluter pays' principle runs through waste and circular economy policies and
legislation, and is one of the guiding principles on the environment set out in the
Continuity Act.?3 It is the principle that those who cause pollution should bear the
financial responsibility for any damage or remedial action required as a result.
Implementing the polluter pays principle may mean that there are some upfront costs
as well as long-term cost savings (e.g. additional enforcement costs for public
bodies, and administrative costs for businesses). It means that some employers may
see higher or lower costs, as costs are transferred to those that are responsible for
the costs associated with pollution.

Strengthening Scotland’s Circular Economy

Quantified costs are not currently available for all measures in the package, and will
be subject to the development of the specific policies and proposals. Previous impact
assessments?* have highlighted where potential costs for measures under this
strategic outcome might develop. While the introduction of a new circular economy
strategy and targets is intended to benefit individuals, consumers and businesses,
there is a possibility of costs to align with any new requirements, as well as the risk
of unintended negative consequences.?® Indicative costs of producing the circular

28 UK Withdrawal from the European Union (Continuity) (Scotland) Act 2021

24 For example, Circular Economy and Waste Route Map, Circular Economy Act, and introduction of a
UK-wide digital waste tracking system.

25 Introduction of a UK-wide Digital Waste Tracking System partial Business and Regulatory Impact
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economy strategy were included in the Circular Economy (Scotland) Bill Financial
Memorandum.?® The strategy itself is subject to its own impact assessment process
as it develops.?’

It is too early to robustly assess impacts of the public procurement measure on
businesses at this stage, and further work may be required to assess costs and
benefits of any measures taken forward in this area. A separate BRIA was published
outlining the costs and benefits of a mandatory electronic waste tracking service.?®

Reduce and Reuse

Measures under this strategic outcome cover a wide range of policy areas, from
producer responsibility policies to tackle the environmental impact of products;
actions to tackle food waste; and embed circular practices in the construction sector.
These actions are at different stages of development, and estimate costs are
outlined below where available. Total quantified costs to businesses from the
package are currently unavailable. Further detail on costs is set out in the Route Map
BRIA, and relevant assessments undertaken for individual measures to date. Key
examples of where potential costs have been identified are outlined below.

Packaging: Implementation of our Deposit Return Scheme (DRS) for single-use
drinks containers

Businesses will face costs to set up and operate the DRS in Scotland once
operational. For a full cost breakdown please refer to the Business and Regulatory
Impact Assessment (BRIA) for Scotland’s Deposit Return Scheme.

Packaging: Introducing extended producer responsibility for packaging, working with
the other UK administrations.

Packaging EPR will generate costs to producers including waste management,
familiarisation and reporting costs. The summary of the costs and benefits
attributable to Scotland and its businesses is based on a population share of the rest
of the UK at 8.06%. See specific impact assessment for more information: Extended
producer responsibility for packaging Full Business and Regulatory Impact
Assessment (BRIA).

Measures to reduce food waste. Key example — developing with stakeholders
effective options to implement mandatory reporting for food waste and surplus by
businesses

We are committed to ensuring that the design and implementation of any new
requirements are developed with stakeholders, including the business community, in
line with the principles of the New Deal for Business. Given this collaborative

26 Financial Memorandum accessible - parliament.scot
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approach, a full assessment of costs and benefits will be undertaken to accompany
the development of any regulations, once a preferred approach has been identified.
The Route Map BRIA provided some sense of typical costs and benefits based on
previous Defra assessment of mandatory reporting options.2° 3°

Modernise Recycling

There are likely to be costs associated with the package of recycling measures
outlined in the draft CCP, as we seek to work with partners to modernise household
and commercial recycling. Previous assessments have identified some areas where
costs may occur for businesses (see Route Map BRIA). Costs for many measures
will be subject to outcomes from co-design and actions to build better understanding
of the current commercial recycling landscape. Examples include:

e Recyclable plastic film and flexible packaging to be collected — higher expected
costs to producers of the collection, recycling and management paid to local
authorities under the extended producer responsibility scheme for packaging.
These costs are set out in the UK level impact assessment.?'

e Commercial recycling measures — costs may arise as commercial organisations
become aware of their duties, or increase efforts to fully comply with existing
requirements, following the review of commercial recycling compliance. These
duties have been in law for more than a decade, and many of these costs will
already be internalised by businesses.

Decarbonise disposal

This package consists of measures to reduce emissions at the point of disposal, with
examples outlined below. Further detail on costs is set out in the Route Map BRIA,
and relevant assessments undertaken for individual measures to date.

The forthcoming ban on BMW going to landfill may increase the costs of managing
relevant wastes due to the cost of alternative processes and the need for additional
testing, for example. However, given the ban was legislated for over a decade ago, it
is anticipated that many businesses will have prepared and built in consideration of
any additional costs.

Maximising landfill gas capture opportunities in Scotland: Specific costs for
businesses and other stakeholders will be dependent on the type of activity and
specific site conditions for any projects. However, over time reducing biodegradable
waste will also reduce the landfill gas available for capturing and use, reducing a
potential revenue stream for landfill operators.

Other sources

2% Assumptions and estimates drawn from impact assessment accompanying Defra’s 2022
consultation, which provided indicative costs to businesses and to the regulator based on UK level
estimates of the number of businesses likely to be affected by proposals. Defra regional adjustment
factors contained in the consultation were used to scale these estimates to a Scottish level focusing
on large and medium sized businesses.

30 Scotland’s Circular Economy and Waste Route Map to 2030

31 Impact Assessment - Reforming the UK packaging producer responsibility
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As set out in the draft Climate Change Plan chapter, it is our intention to broadly
align with Energy Neutrality and Resource Recovery requirements in the EU's recast
Urban Waste Water Treatment Directive (Article 11 and 20). This is likely to include
energy audits, energy recovery and resource recovery. At this early stage it is not
possible to quantify costs and benefits for different stakeholders for this policy.
Further assessments will be developed alongside the proposals and relevant
consultations or regulations.

Other impacts

This section details other positive and negative impacts of the policies and proposals
contained within the draft Climate Change Plan, including positive impacts to the
Scottish economy, job creation, public health, and benefits to a Just Transition.

Agricultural policies, while primarily targeting businesses, deliver indirect benefits to
people and communities across Scotland, including improved public health through
enhanced biodiversity and reduced climate risks such as flooding. Agriculture’s
cultural significance and links to tourism and food production mean that a thriving
sector supports wider societal benefits. Low carbon farming contributes to more
sustainable food supply chains, helping individuals reduce their carbon footprint.
Although overall job numbers in agriculture are not expected to change, the nature of
work will evolve, with roles becoming more varied and emerging opportunities in
areas like agri-tech. This transition is supported by initiatives such as Scotland’s
Farm Advisory Service, Agricultural Knowledge and Innovation System (AKIS), and
the Integrating Trees Network (ITN).

Farm businesses are central to Scotland’s net zero and economic goals. Policies aim
to improve efficiency, productivity, and profitability while reducing emissions. Support
is tailored to the diversity of farm types, including SMEs, tenant farmers, and
livestock producers. Agriculture is also uniquely positioned to support climate
adaptation through integrated land management, revised support schemes, and
tailored guidance. Farmers and crofters play a vital role in protecting soil, increasing
flood resilience, and supporting ecosystem health, contributing to climate adaptation
goals aligned with the third Scottish National Adaptation Plan (SNAP3).

There is an overall positive indirect impact on agricultural businesses that will
continue to receive financial support, potentially benefiting the wider community
through economic stability, growth, and job retention or creation. Positive indirect
impacts may also be seen in the wider community through reduced socio-economic
disadvantage, increased training opportunities, and green skills development. This
could attract more entrants to the sector, widen the workforce pool, and create new
supporting business opportunities, potentially benefitting young or unemployed
individuals in rural Scotland through improved earning capacity and career
prospects, supporting both economic development and population retention.
Farmers’ skills may improve through training and support in low carbon farming,
enhancing business efficiency and personal development.

Climate Change Plan policies support the transition to a low-carbon industrial sector,
helping protect jobs and avoid economy-wide deindustrialisation. The UK Emissions
Trading Scheme (ETS) is expected to incentivise investment in decarbonisation



technologies, while funding mechanisms such as the Scottish Industrial Energy
Transformation Fund (SIETF), a proposed subsequent industrial decarbonisation
programme, support for Carbon Capture and Storage (CCS) in Scotland, and the
Green Hydrogen Fund will support this transition.

In 2023 approximately 33,500 FTE workers were directly employed in the low carbon
and renewable energy economy in Scotland,?? while the renewable energy industry
supported over 47,000 FTE employment across the Scottish economy in 2022
including spill-over effects (direct, indirect and induced).®3 Peterhead Power Station
currently directly supports 80 FTE employees and 30 term contractors. The
proposed Peterhead Carbon Capture facility could support 1,000 new jobs during the
construction phase and 240 new jobs once operational (including direct, indirect and
induced effects).3

In transport, the move to zero-emission heavy-duty vehicles (HDVs) presents
challenges for SMEs, which dominate the haulage sector. Scotland has
approximately 52,000 HDVs, many of which are operated by small businesses or
other organisations with limited available capital to invest in the transition. To support
a Just Transition, £1 million is being made available in 2025 to help SME hauliers
access expert advice. The Scottish Government is convening forums and working
with industry and the UK Government to ensure financial and legislative support for
innovation and investment in greener transport technologies.

The Scottish Government will also work closely with industry to ensure Scotland is
able to seize the opportunity to become a leader in greener technology, including
Sustainable Aviation Fuel production and production of efficient, accessible vehicles.

In the waste and circular economy sector, an estimated 12,000 people are directly
employed, with over 81,000 jobs attributable to circular economy activities.
Delivering a circular economy could generate nearly 60,000 new jobs, particularly in
labour-intensive sectors like repair, maintenance, and waste management. However,
the transition will require re-skilling and may impact roles in residual waste
management. Strategic planning, including the development of a residual waste plan
to 2045, will help address these challenges. Reductions in waste and resource
consumption will benefit businesses through savings, resilience, and more stable
supply chains. Support for embedding circular economy behaviours and practices is
identified as a priority in the draft strategy.

In relation to the Forestry sector, the woodland creation under the key policy and the
implied multi-year funding would see the creation of a stable funding environment
and shift financial behaviour. Given the high-cost and low or absent revenue from
initial woodland establishment, the removal of financial uncertainty would allow
business to de-risk investment, adopt longer planning horizons and incentivise the
investment into higher quality inputs in order to maximise the value of their timber
asset. In turn, this may lead to more productive and resilient forests.

32 | ow carbon and renewable energy economy, UK - Office for National Statistics
33 The Economic Impact of Scotland’s Renewable Energy Sector — 2025 Update | FAI
34 Peterhead Case Study - SSEThermal.com
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The key policy may act to change business behaviour in participation in carbon
markets, specifically through the Woodland Carbon Code (WCC). The WCC requires
the long-term commitment to manage a forest to sequester carbon, in return for the
issuance of carbon credits, which business can sell in carbon markets. The primary
behavioural shift is that stable grant funding required for multi-year woodland
creation, lowers the risk of the creation of the core asset and provides business with
the confidence and security to commit to the long-term conditions of the WCC in
order to obtain future revenue.

In relation to peatlands, the policy package in the Plan — and in particular the
continued expansion of peatland restoration — will support a Just Transition by
bringing benefits for people and communities, for the workforce and for employers
across rural and island Scotland. The most immediate direct benefits are linked to
the employment and business opportunities created and maintained by a
combination of our own public funding blended with increased private investment in
the sector which will help support strong local economies and rural livelihoods. In
addition, a much broader group of benefits derives from the range of ecosystem
services that healthy peatlands can provide more widely across Scotland including
flood mitigation, enhanced biodiversity, water quality improvement and reduced
severity of wildfires.

Our Peatland ACTION Five Year Partnership Plan will set out in more detail the
specific actions we will take across the partnership to attract new entrants and

support the workforce in developing the skills and expertise needed to support

growth in the sector.

Our commitment to establishing a ban on the sale of peat for horticulture, however,
may lead to some contraction or displacement of the workforce employed in the peat
extraction, horticulture and growing media industries. However, it is not possible to
accurately predict the scale of any such impacts until the scope and timing of any
ban and any associated exemptions is established which will influence how these
sectors of the industry respond.

The Heat in Buildings Strategy acknowledges the challenge of meeting climate and
fuel poverty targets simultaneously. This is because clean heat could result in
increased running costs for some — until the UK Government takes action using its
reserved powers to reduce the cost of electricity. Until that action is taken, higher
costs may be partly or fully offset by the higher efficiency of some clean heating
systems, demand reduction through improved energy efficiency and targeted support
where appropriate. Upfront costs for clean heating systems, potentially higher than
polluting heating systems, may reduce as demand grows. The Scottish
Government’s approach is to support a fair distribution of costs and benefits and
attract private investment.

Transforming our buildings presents a sizeable economic opportunity for Scottish
businesses. However, the positive net impact on jobs may be limited by
displacement, and while certain sectors are likely to benefit from the transition
(energy efficiency, and clean heat technologies), others may see a reduction in their
market (polluting fuels and technologies). The Scottish Government’s approach will
support existing firms to adapt.



We are committed to building local supply chains, maximising local job creation, and
ensuring a just transition. We will work with Scottish businesses so that they can play
a significant part in the transformation of Scotland’s homes and buildings, and work
with industry bodies to enable existing gas and oil boiler installers to adapt.

Meeting clean heating targets will require energy network upgrades, with costs likely
passed onto consumers. Ofgem’s July 2025 draft determination approved over £15
billion for gas network operators and £10.2 billion for electricity grid expansion by
transmission network operators (TNOs), plus a further £1.3 billion “use-it-or-lose-it”
fund. Together, this forms the first part of an £80 billion investment programme to
boost network capacity and shield households from gas market volatility.

The draft Climate Change Plan policies and proposals are expected to deliver wide-
ranging positive impacts across Scotland’s economy and society. They support a
Just Transition by helping sectors adapt to low-carbon practices while protecting jobs
and creating new opportunities. Agriculture, industry, transport, and waste
management all benefit from tailored support mechanisms, strategic planning, and
investment in innovation. These policies not only contribute to emissions reductions
and climate resilience but also promote economic stability and opportunity, workforce
development, while also enhancing broader community wellbeing.

Benefits to business

Businesses may benefit from the totality of the policies and proposals in the draft
Climate Change Plan through cost savings, new market opportunities, improved
resilience, and long-term growth. These benefits may be both financial and
contributory to wider societal and environmental goals, reinforcing the value of a
coordinated and ambitious transition to a low carbon economy.

Many mitigation measures in agriculture improve production efficiency, reducing
GHG emissions and input costs, such as artificial fertiliser. These actions also
positively impact soil, water, air, flora, fauna, and landscape, though the extent
depends on uptake by farmers and crofters.

In Business and Industrial Processes, policies primarily drive emissions reductions
while improving energy and resource efficiency. For example, SIETF supports
energy-intensive sites in Scotland to cut energy costs and emissions, with benefits
continuing beyond the policy’s lifespan.

Renewable and low carbon energy will underpin Scotland’s future energy system,
offering economic growth and job opportunities. With appropriate market reforms,
increased renewable energy can lower energy bills. Wind, CCUS, and Hydrogen are
key opportunities, supported by targeted actions like the Just Transition Fund, which
has invested £9.8 million in 44 supply chain companies, leveraging £6.2 million in
private funding. Retrofitting existing EfW plants with CCS from 2032, using models
like the UK Government’s Waste ICC Business Model, will reduce CapEx and future
costs under the UK Emissions Trading Scheme.



Scotland produces 60% of the UK’s timber harvest, with 72% of softwood removals
from private woodlands occurring in Scotland in 2022. Rising global demand and the
UK’s reliance on imports highlight the importance of increasing domestic timber
production, which is forecast to grow by over a third in the next decade. Current
targets and funding send a long-term signal to the market, encouraging capital
investment in domestic timber processing and supporting a stable local market for
growers. These benefits will be further evidenced through consultation.

Private finance has significantly boosted woodland creation via the Woodland
Carbon Code, expanding the carbon market five-fold since 2020. As of June 2025,
validated projects are expected to remove 11.2 MtCO,e over their lifetimes. Stable
grant funding has incentivised long-term investment, offering financial benefits to
businesses and strengthening the carbon credit market. The consultation process
will help quantify the extent of these impacts.

Woodland creation supports employment and skills development, particularly in rural
areas with limited alternatives. Creating 50 hectares of woodland can support around
5 FTEs, and current targets are expected to generate an annual average of 1,700
FTE jobs. Expansion will drive private sector growth in forest management, timber
production, transport, and recreation, contributing to rural economic diversification
and population retention, though these impacts remain unquantified.

A growing forestry sector increases demand for human capital and specialised skills.
Targets and funding help de-risk investment in workforce development, stimulating
apprenticeships, higher education, and training in land management. This
strengthens Scotland’s national skill base and supports long-term sector resilience.

Peatlands provide significant benefits to Scotland’s society and economy by
supporting local, primarily rural economies and strengthening climate resilience.
Restoration enhances biodiversity, reduces flooding and wildfires, improves water
quality, and preserves cultural heritage—while supporting key Scottish industries like
tourism, food and drink, and whisky through improved ecosystem services.3®

Landowners can also earn income via carbon credits through the Peatland Code,
with credits valued at £25 in 2024. Projects must meet additionality criteria, requiring
15% funding from carbon finance, typically covered by maintenance costs, not
upfront capital. This mechanism therefore stimulates responsible private investment
into nature restoration.

Peatland policies support Just Transition in Scotland by creating rural jobs,
developing a skilled workforce, and enabling private investment in restoration,
management, and protection. Every £1 invested can generate £4.62 in economic
and social value, mainly through carbon sequestration and tourism.3¢ Businesses
benefit directly from government funding, job creation, and rural development.
Employment supported per year could range from 383 to 1,258 FTE depending on
annual hectares restored.%’

35 CXC - Understanding the experiences of peatland restoration in Scotland

36 Nature-based Solutions Initiative | The economic costs and benefits of nature-based solutions
37 ‘Mapping current and future workforce and skills requirements in peatland restoration’ — EKOS
research commissioned by NatureScot, publication forthcoming 2025.
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The transport transition presents economic opportunities in HDV manufacturing,
Sustainable Aviation Fuel (SAF) production, sustainable transport design and
construction, and infrastructure servicing. SAF is crucial in the short to medium term,
and Scotland’s strengths in skills, renewables, and infrastructure provide a
competitive edge.

Waste management actions reduce emissions and resource consumption, benefiting
businesses and society. Preventative measures and efficient waste processes
support material reuse, market access, and environmental improvements. Circular
economy initiatives can generate nearly 60,000 new jobs, particularly in repair and
waste sectors.28 Without action, costs and environmental harm will persist.
Businesses benefit from savings, greater resilience (e.g. supply chains), and
investment opportunities, such as domestic reprocessing. For example: Packaging
EPR could yield £3.7 million in material sales and £15.5 million in landfill tax savings
(NPV 2025-34)%. Hosting Deposit Return Scheme return points can attract
customers and spending.*® Mandatory food waste reporting can support efficient
business models and cost reduction.*' Recycling more helps businesses avoid high
landfill tax costs. Policies also support infrastructure planning, innovation and
potential new markets, for example creating economic opportunities through reuse
and domestic reprocessing of key materials.*? Previous investments in landfill gas
capture have yielded £12-£39 million in economic welfare (NPV 2015-2047),43
highlighting potential further economic benefit subject to the scope and nature of
future work.

Investment in the deployment of energy efficiency and clean heat could significantly
benefit the Scottish economy through employment opportunities. The Scottish clean
heat sector generated an estimated £1.66 billion of turnover annually in the last
financial year, contributing £0.69 billion of gross value added per annum to the
Scottish economy.** A study in 2024 estimated that the sector has around 8,300
direct employees and has experienced significant growth over the past three years
with employment increasing by 68%.4% While the CCC’s pathway in the UK
Government’s Sixth Carbon Budget highlights the decline of polluting heating jobs as
part of the shift to low carbon heat across the UK, the Building skills net zero
Scotland research carried out in 2021 estimates that Scotland will need an additional
22,500 workers by 2028 to meet the CCC's balanced pathway, particularly focused in
retrofitting and heating.

38 Zero Waste Scotland - Circularity Gap Report - zerowastescotland.org.uk

39 Extended producer responsibility for packaging Full Business and Regulatory Impact Assessment
(BRIA)

40 Amending Requlations of Deposit Return Scheme (DRS) for Scotland Regulations 2025 and The
Deposit and Return Scheme for Scotland (Designation of Scheme Administrator) Order 2025 - BRIA -
April 2025

41 Previous research found that around half of businesses studied realised a 14-fold or greater return
on investment. For more detail see, The business case for reducing food loss and waste, Champions
12.3, 2017, business-case-for-reducing-food-loss-and-waste.pdf

42 Developing a Programme for Improving the Reuse of Scotland’s High Value Construction Materials
and Assets, Zero Waste Scotland, 2024.

43 Scotland’s Circular Economy and Waste Route Map to 2030 BRIA, 2025, Scottish Government.

44 Economic Value of Clean Heat in Scotland | Scottish Enterprise

45 Economic Value of Clean Heat in Scotland | Scottish Enterprise



https://www.zerowastescotland.org.uk/resources/circularity-gap-report
https://www.gov.scot/binaries/content/documents/govscot/publications/impact-assessment/2024/11/extended-producer-responsibility-packaging-full-business-regulatory-impact-assessment-bria/documents/extended-producer-responsibility-packaging-full-business-regulatory-impact-assessment-bria/extended-producer-responsibility-packaging-full-business-regulatory-impact-assessment-bria/govscot%3Adocument/extended-producer-responsibility-packaging-full-business-regulatory-impact-assessment-bria.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/impact-assessment/2024/11/extended-producer-responsibility-packaging-full-business-regulatory-impact-assessment-bria/documents/extended-producer-responsibility-packaging-full-business-regulatory-impact-assessment-bria/extended-producer-responsibility-packaging-full-business-regulatory-impact-assessment-bria/govscot%3Adocument/extended-producer-responsibility-packaging-full-business-regulatory-impact-assessment-bria.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2025/05/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025-full-bria/documents/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025/govscot%3Adocument/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2025/05/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025-full-bria/documents/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025/govscot%3Adocument/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2025/05/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025-full-bria/documents/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025/govscot%3Adocument/deposit-return-scheme-scotland-regulations-2020-amended-deposit-return-scheme-scotland-amendment-regulations-2025-deposit-return-scheme-scotland-designation-scheme-administrator-order-2025.pdf
https://champions123.org/sites/default/files/2020-08/business-case-for-reducing-food-loss-and-waste.pdf
https://cdn.zerowastescotland.org.uk/managed-downloads/mf-yuukt9ix-1696001112d
https://cdn.zerowastescotland.org.uk/managed-downloads/mf-yuukt9ix-1696001112d
https://www.gov.scot/binaries/content/documents/govscot/publications/impact-assessment/2025/01/scotlands-circular-economy-waste-route-map-2030-business-regulatory-impact-assessment/documents/scotlands-circular-economy-waste-route-map-2030/scotlands-circular-economy-waste-route-map-2030/govscot%3Adocument/scotlands-circular-economy-waste-route-map-2030.pdf
https://www.scottish-enterprise.com/insights-and-events/research-evaluation-and-insight/2024/economic-value-of-clean-heat-in-scotland
https://www.scottish-enterprise.com/insights-and-events/research-evaluation-and-insight/2024/economic-value-of-clean-heat-in-scotland

The target sends a strong signal to building owners on the need to prepare for
change and instil market confidence to develop new products, including financing
solutions, and to invest in e.g., heat networks infrastructure.

The direction of travel provided by the target will help to unlock these opportunities
and support the investment and training required. Developing heat network
infrastructure presents a significant investment opportunity for the private sector, with
estimated capital requirements of around £14.5 billion by 2045. This scale of
investment offers long-term returns through stable, regulated revenue streams, while
contributing to Scotland’s net zero transition and unlocking wider economic benefits
across the energy and construction sectors.

Other sources

As above, at this early stage it is not possible to quantify costs and benefits for
different stakeholders for waste water proposals concerning the Energy Neutrality
and Resource Recovery requirements in the EU's recast Urban Waste Water
Treatment Directive (Article 11 and 20). This is likely to include energy audits, energy
recovery and resource recovery. Further assessments will be developed alongside
the proposals and relevant consultations or regulations.

Scottish firms’ international competitiveness

The policies and proposals for Scottish agriculture will not put Scottish farmers,
crofters, land managers, etc. at a disadvantage compared to their counterparts in the
rest of the UK, and Europe. They will neither directly or indirectly limit the number or
range of suppliers, limit the ability of suppliers to compete, nor will it reduce
suppliers' incentives to compete vigorously.

Unpublished research carried out to understand the impacts of banning the sale of
peat identified some potential concerns around the ability to export plants in growing
media other than peat and around reduced quality of plants and subsequent
competitive disadvantage with others in Europe using peat-based composts. Potato
mini-tuber growers said that growing in media other than peat could compromise
their disease-free status which is paramount as a legal requirement under the Seed
Potatoes Scotland Act (2020), and this could impact on their ability to sell mini-
tubers, and progeny, abroad.

Small business impacts
Agriculture

Many agricultural businesses in Scotland are small businesses, and the Scottish
Government is considering how to mitigate any particular impacts on small
agricultural businesses. For example, the Scottish Government recently announced
that small herd producers would be removed from new calving interval conditions in
the Scottish Suckler Beef Support Scheme.

Business and Industrial Process



It is not expected that significantly different impacts will occur for small businesses.
Engagement for Scottish Government match-funding programmes has included a
diverse range of manufacturing businesses and sub-sectors, and they have been
accessed by many SME.

There may be a number of different impacts on small businesses from the heat
transition in non-domestic buildings, and these are set out below.

Energy Supply

Renewable and low carbon energy will underpin Scotland’s future energy system,
offering investment and job opportunities, including economic opportunities for small
businesses.

Small businesses may be able to benefit from community energy projects in
Scotland by partnering to provide land, logistics, or storage or benefitting from
cheaper energy or visibility in green networks.

Land Use Land Use Change and Forestry

Forestry
The majority of woodland creation projects, an estimated 80% of projects, are under
20 hectares and offer small-scale opportunities.

Peatlands

The peatland restoration sector supports the rural economy by creating rural jobs,
skilled workforce, and opportunities for private investment, as well as opportunities
for crofting communities in line with fair and just transition principles. Peatland
restoration can offer small businesses, in particular in rural areas, with opportunities
for delivering restoration works on the ground, conducting ecological or site condition
surveys, validating restoration, or working as land agents.

Residential and Public

Research by Nesta*® referenced earlier, suggested that an increase in demand for
heat pumps could lead to increased economic activity among SMEs. SMEs may
also, however, be disproportionately impacted, as they are often less able to absorb
higher one-off costs due to a greater proportionate impact on their cashflow, and
may also face less choice in the range of financing products they can access than
would be the case for larger businesses.

Transport

The move from a publicly funded EV charging model for cars and vans to a more
commercial model was identified as necessary to ensure that EV infrastructure
grows at the pace and scale necessary to support expected increases in future
demand. This shift offers drivers greater charging choice to suit their needs and
charge point business operators the flexibility to service demand with the right type

46 How to scale a highly skilled heat pump industry | Nesta
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of charger in the correct location, based upon their own business strategies and
operating models.

The majority of vehicle fleet-owning businesses in Scotland are small and medium-
sized enterprises, often operating on small margins. They are generally less able to
absorb the higher up-front capital costs of purchasing new vehicles, adapting depots
and making other changes required to adopt zero emission technologies. However,
the total operating cost of zero emission vehicles may be cheaper in the long term
than using petrol and diesel vehicles in many circumstances. As the market for zero
emission vehicles matures, the network for charging infrastructure develops and new
financial products emerge, the costs and challenges to SMEs of making the
transition will fall and the benefits increase in most cases.

Waste Management

There are no specific impacts relative to small businesses in the Waste Management
sector.

Investment

The draft Climate Change Plan sets out a long term direction of travel for Scotland
that focuses on identifying existing trends or technological opportunities. It is likely
that strong indication of Government preferences is likely to increase investor
confidence in areas where there is existing uncertainty.

Workforce and Fair Work

The draft Climate Change Plan does not have workforce or fair work impacts relative
to the counterfactual.

Climate Change/Circular Economy

The Climate Change (Scotland) Act 2009,4” amended by the Climate Change
(Emissions Reduction Targets) (Scotland) Act 2019 and the Climate Change
(Emissions Reduction Targets) (Scotland) Act 2024 places Scottish Ministers under a
legal duty to meet the emissions reduction targets and to specify the actions to meet
those targets in the Climate Change Plans. The update to the Climate Change Plan
(2020) sets out the Scottish Government's pathway to our previous emissions
reduction targets set in 2019. The Scottish Government’s latest Climate Change Plan
(CCP) 2026-2040, to be published in 2026, will reflect the new carbon budget
targets,*8 in line with the changes made to our target framework by the Climate
Change (Emissions Reduction Targets) (Scotland) Act 2024.

Tackling the climate emergency is one of the Scottish Government’s four key
priorities,*® and the draft Climate Change Plan is one of the Scottish Government’s

47 Climate Change (Scotland) Act 2009
48 The Climate Change (Scotland) Act 2009 (Scottish Carbon Budgets) Amendment Requlations 2025
49 Programme for Government 2025 to 2026 - gov.scot
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foremost strategies towards mitigating the effects of climate change, as part of its
wider intent to address the twin crises of climate change and nature loss.

The policy collection for draft Climate Change Plan waste management sector
supports progress towards meeting those targets, as does Scottish Government’s
Circular Economy and Waste Route Map to 2030. More broadly, around four-fifths of
our carbon footprint in Scotland comes from products and services we manufacture,
use and throw away. Scotland’s shift away from our linear ‘take, make, waste’
economy to a circular economy is key to improving our global environmental impact
and tackling carbon emissions. For example, consideration of a sector’s carbon
impacts was included in the selection of priority sectors within the draft Circular
Economy Strategy for Scotland. The Circular Economy (Scotland) Act 2024 also
recognises the importance of reducing the whole life-cycle carbon emissions of
goods, products and materials as a desirable element of the economy.

Competition Assessment
The preferred option has been considered against the five Competition and Markets

Authority (CMA) competition assessment questions. No impacts on competition
relative to the counterfactual were identified.

Consumer Duty
Agriculture

There are no specific impacts identified in relation to the Consumer Duty in the
Agriculture sector.

Business and Industrial Process

There are no specific impacts identified in relation to the Consumer Duty in the
Business and Industrial Process sector.

Energy Supply

There are no specific impacts identified in relation to the Consumer Duty in the
Energy Supply sector.

Land Use, Land Use Change and Forestry

There are no specific impacts identified in relation to the Consumer Duty across
LULUCEF, including in the Peatlands and Forestry sectors.

Residential and Public
Our approach, centred on a target to decarbonise buildings, recognises that the

burden does not fall on individuals or businesses, who retain the flexibility to convert
when it suits their circumstances.



A significantly increased installation rate for insulation, clean heating systems and
heat networks, however, increases the risk that customers will have poor
experiences. Work will be undertaken to develop and encourage the adoption of
standards that ensure good quality advice exists to help consumers make informed
decisions, ensure that installers meet required standards and that there are
adequate redress procedures within the limits of Scottish Government’s devolved
powers and assistance in place for when things go wrong.

Transport

There are no specific impacts identified in relation to the Consumer Duty in the
Transport sector.

Waste Management

At a strategic level, the shift to a circular economy and sustainable resource use
driven by the measures in the waste chapter will benefit consumers overall, and
reduce the harm inflicted by the current “take, make and dispose” model. Key
examples include:

e Strengthening communities by providing local employment opportunities, lower-
cost options to access the goods Scottish consumers need.

e Modernised recycling, reuse and waste services will be co-designed with
communities to ensure consumers (e.g. households and businesses) are at the
heart of how services are designed and operate, and that communication with
service users is carefully considered.

e Specific reuse actions touch upon the information available to consumers, and
the routes available for consumers to seek advice.

It will be important in the development and implementation of actions in the policy
package to consider further assessment and monitoring to ensure any negative
impacts on consumers are identified and mitigated. For example, in undertaking the
co-design of the statutory Code of Practice for household waste services, alongside
a review of waste and recycling service charging, to consider the impacts of any
outcomes of this work on consumers. For waste water proposals, further
assessments will be developed alongside the proposals to consider the potential
costs and benefits on consumers of water and wastewater services.



Section 4: Additional implementation
considerations

Enforcement/compliance

The draft Climate Change Plan requires no new enforcement processes. The draft
Climate Change Plan must comply with the Climate Change (Scotland) Act 2009 as
amended.

UK, EU and International Regulatory Alignment and
Obligations

Internal Market/Intra-UK Trade
Agriculture

There are no specific impacts identified in relation to Internal Market/Intra-UK Trade
in the Agriculture sector.

Business and Industrial Process

There are no direct impacts from the policies set out within the plan. Carbon Capture
and Storage will likely rely on importation of CO2 from Europe which will require
certain aspects of UK and EU regulation to align or complement one another in the
future.

Energy Supply

Not applicable: The key levers of energy policy and regulation that will be required to
support delivering this growth in renewable generation are largely reserved to the UK
Government. The UK ETS and EU ETS share a cap-and-trade design, but the UK
ETS is a separate, independent system that was created after Brexit.

Land Use, Land Use Change and Forestry

Forestry
There are no specific impacts identified in relation to Internal Market/Intra-UK Trade
in the Forestry sector.

Peatlands

A unilateral ban on the sale of peat for horticulture in Scotland but not elsewhere in
the UK may be rendered ineffective by the terms of the UK Internal Market Act
(UKIMA). The mutual recognition and market access principles in the UKIMA mean
that peat extracted in, or imported into, other parts of the UK and legally sold there
could legally be sold in Scotland, regardless of any ban in place here.

Pursuing a GB or UK-wide approach would ensure that the UK Internal Market Act
does not undermine an effective peat sales ban in Scotland.



This approach would also address concern expressed by industry in response to our
2023 consultation. Industry stakeholders believe that a unilateral Scottish ban on the
sale of peat for horticulture could fragment established UK supply chains and
disadvantage Scottish businesses, creating regulatory and logistical challenges.

Scottish Government engages regularly with UK government and the other devolved
governments at both Ministerial and Official levels through the Inter-Ministerial Group
for Environment, Food and Rural Affairs, a four nations horticultural peat group and
ad hoc correspondence. Through these channels, all legislative options for sales
restrictions on peat are currently being explored.

Residential and Public

While there are no direct impacts from the policies set out within the plan for the
residential and public sector, the heat network policies proposed (and subject to
separate Impact Assessments) will bring Scotland into closer alignment with
approaches taken in England and Wales, supporting consistency across the UK and
helping to streamline market and regulatory expectations.

International Trade Implications
Agriculture

There are no specific impacts identified in relation to International Trade Implications
in the Agriculture sector.

Business and Industrial Process

There are no direct impacts from the policies set out within the plan. Carbon Capture
and Storage will likely rely on importation of CO2 from Europe which will require
certain aspects of regulation to align or complement one another in the future.

Energy Supply

There are no specific impacts identified in relation to International Trade Implications
in the Energy Supply sector.

Land Use, Land Use Change and Forestry

Forestry
There are no specific impacts identified in relation to International Trade Implications
in the Forestry sector.

Peatlands

In 2022 the UK imported 0.34Mm?3 (35%) from Republic of Ireland and 0.22Mm3
(23%) from other EU countries, totalling 57% from the EU as a whole. The banning
of the sale of peat and peat products will therefore reduce this import into the UK.

In 2022 the UK exported 20,000m3 of peat for growing media. In that year 44% of
peat produced in the UK and used in UK growing media originated in Scotland.
Making the assumption that the proportion of exported peat matches the origin of



that used within the UK, we can estimate a loss of exports of 8,800m? of peat for use
as growing media from Scotland. It is unlikely that this would be replaced by
alternative materials exported from Scotland.

In 2022 the UK exported £52.82 million worth of ornamental plants. The share that
originated in Scotland is unknown, however if we make the assumption that 44% of
plants are grown in Scottish peat in the UK, matched to growing media extraction
data, this could reach £23.24 million in exports supported by Scottish peat. A ban on
sale of peat in horticulture would also likely reduce the competitiveness of Scottish
grown plants, due to increased costs and potential lower quality of plants, at least in
the short term.

Changes to UK and EU rules following Brexit mean that there is currently little to no
export of plants from the UK to the EU. Seed potato exports for the 2022/2023
growing season were 91,390 tonnes, 59% of which is exported to Egypt. This export

would cease until an alternative growing medium could be found for mini-tuber
production.

Residential and Public

There are no specific impacts identified in relation to International Trade Implications
in the Residential and Public sector.

EU Alignment Consideration

The draft Climate Change Plan has no EU alignment implications relative to the
counterfactual.

Legal Aid

The draft Climate Change Plan has no legal aid implications relative to the
counterfactual.

Digital impact
The draft Climate Change Plan has no digital impacts relative to the counterfactual.

Business forms

The draft Climate Change Plan does not result in any new forms or administrative
burdens for business relative to the counterfactual.



Section 5: Next steps and implementation

Recommendations/preferred options

It is recommended that the draft Climate Change Plan is laid in Parliament to comply
with the statutory requirements under the Climate Change (Scotland) Act 2009.

Implementation considerations/plan

Each individual policy contained within the draft Climate Change Plan has its own
implementation consideration and plan which will accompany each policy as they are
published.

Post implementation review

The draft Climate Change Plan contains a monitoring and evaluation framework for
consultation and when published will provide an update to the existing Climate
Change Plan monitoring and evaluation policies. This will form the basis for the post-
implementation review of the progress against the policies collected within the draft
Climate Change Plan and the pathway the draft Climate Change Plan sets out to
achieve.



Declaration

| have read the Business and Regulatory Impact Assessment and | am satisfied that
it represents a fair and reasonable view of the expected costs, benefits and impact of
the policy, and that these have been taken into account when making the policy
decision. | am satisfied that business impact has been assessed with the support of
businesses in Scotland.

| am also satisfied that officials have considered the impact on consumers as
required by the Consumer Scotland Act 2020 in completion of the Consumer Duty
section of this BRIA.

5. Mo

Date: 05 November 2025

Signed:

Minister's name: Gillian Martin MSP

Minister's title: Cabinet Secretary for Climate Action and Energy

Scottish Government Contact point: climatechangeplan@gov.scot
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