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1. Executive Summary

The Scottish Government is committed to making Scotland a leader in equality and
human rights, increasing fairness, tackling inequality and removing societal and
cultural disadvantages. Fundamental to this is an assessment of how the Scottish
Government is proposing to raise and spend money. This helps us consider if
decisions are likely to benefit some people more than others and how resources can
be used in ways that reduce inequality and support the fulfilment of rights.

Since 2009, the Scottish Government has published an annual Equality Impact
Assessment, and more recently the Equality and Fairer Scotland Budget Statement
(EFSBS), and it has strengthened how impact assessments are integrated into the
budget process.

Building on these improvements, this year's EFSBS has been replaced by a
Strategic Integrated Impact Assessment (SIIA). The SIIA combines multiple statutory
duties into a single process and publication, providing a clearer view of the strategic
and cumulative impacts of decisions. It also presents new and emerging findings
from enhanced distributional analysis and pilot study activity on budget tagging and
intersectional analysis. We intend to evaluate the approach and publish the results
by the end of 2026.

This year the SIIA approach has been used to assess a fiscal programme that
includes the ‘Scottish Budget 2026 to 2027’," the ‘Scottish Spending Review 2026
(SSR) and the ‘Infrastructure Delivery Pipeline 20267 (IDP).

The analysis and evidence collected shows that:

e The Scottish Budget redistributes from high-income households to those further
down the income distribution, through both the tax and social security system,
and through the delivery of public services.

e Devolved benefit payments primarily provide targeted support to low-income
families to alleviate poverty and financial support to disabled people. Overall,
social security spend is redistributive, with the Scottish Child Payment the largest
single contributor to the improved financial resources of low-income households
relative to the rest of the UK.

e The Income Tax policy package maintains Scotland’s progressive tax system and
helps ensure that we meet our commitment that more than half of taxpayers are
expected to pay less Income Tax than they would in the rest of the UK.
Distributional analysis shows that lower-income households gain slightly from
increased Basic and Intermediate Rate Thresholds, while higher-income
households see reduced post-tax income in real terms due to the freeze of the
Higher, Advanced and Top Rate Thresholds.

" Scottish Budget 2026 to 2027 - gov.scot.
2 Scottish Spending Review 2026 - gov.scot.

3 Infrastructure Delivery Pipeline 2026 - gov.scot.



https://www.gov.scot/publications/scottish-budget-2026-2027/
https://www.gov.scot/publications/scottish-spending-review-2026/
https://www.gov.scot/publications/infrastructure-delivery-pipeline-2026/
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e The resource allocations for the Budget and the SSR prioritise Health and Social
Care and Social Security spending with above inflation increases over the period
2026-27 to 2028-29, recognising their role in supporting living standards,
addressing inequality and reducing poverty.

e Eradicating child poverty remains the Government’s top priority. It is key to
improving health, education, and economic outcomes across generations and
fulfilling the UN Convention on the Rights of the Child commitments on children’s
rights. Evidence shows this approach is working. Scottish Government analysis
estimates that relative child poverty is around seven percentage points lower than
it would have been without current policies.*

Overall, the decisions taken at the Budget, SSR and IDP are expected to have a
positive or neutral impact across the five statutory duties considered:

e Budgeting decisions in line with the Public Sector Equality Duty (and the related
Scottish specific duties) and the Fairer Scotland Duty ensure that people with
relevant protected characteristics and those experiencing socio-economic
disadvantage benefit equitably from public services and support. No
disproportionate impacts, positive or negative, have been identified for some of
the relevant protected characteristics, including religion or belief, pregnancy and
maternity, sexual orientation and gender reassignment.

e The substantial investment in the child poverty package and spending that
benefits all children is likely to be positive for child rights. This includes:
investment in social security; measures to support families with the cost of living
such as the universal free breakfast offer and the Summer of Sport; free school
meals; free bus travel for those under the age of 22; early learning and childcare;
Employability programme; additional investment in further education colleges;
and above inflation uplifts to Health and Social Security expenditure.

e The overall impact on consumers is also broadly neutral with both positive and
negative impacts and reflecting the dual role consumers play as taxpayers and
service users.

e Forisland communities, there is no significant differential impact between island
communities and the mainland or between different island communities.

Preliminary findings from the pilot study activity, which ‘scored’ the contribution of
budget lines against relevant duties, and against child poverty, alongside some
intersectional analysis, include:

e The impact database, currently based on a subset of Level 4s covering 66 per
cent of the value of the Scottish Budget, rated 18 lines as having an ‘exceptional’
impact on at least one of the relevant protected characteristics or duties. This
included large scale programmes such as further education colleges and
Concessionary Fares but also more targeted programmes such as Fair Work or
the Baby Box. Some budget lines were scored as making exceptional
contributions across several characteristics (such as Employability and Workforce
Skills).

4 Child poverty modelling: update - gov.scot.



https://www.gov.scot/publications/child-poverty-modelling-update/
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This approach allows us to look beyond individual budget lines and instead
assess the bigger picture and overall trends. For example, when taken together,
spend on all lines rated as exceptional is increasing by £184 million compared to
the 2025-26 Autumn Budget Revision (excluding lines where the Autumn Budget
Revision is not the correct comparator). This is explained further in Annex B.

The child poverty tagging pilot study found that high-impact lines span multiple
portfolios and cluster around a small number of primary child poverty drivers
including social security and household income support; income from
employment and parental employability; early learning, childcare and early
intervention; reducing school-related costs and supporting attainment pathways;
and affordable housing.

Another pilot exercise tested a potential approach to intersectional gender
budgeting using the example of minority ethnic women. Evidence shows that
minority ethnic women experience discrimination, racial prejudice and bias in
recruitment, education, training and development, pay, under-employment,
workplace culture, and their caring responsibilities. While many budget measures
will benefit this group, some — including investment in the child poverty package
and continued funding in victim and witness support — are expected to have a
disproportionately positive impact on this group.



2. Purpose, Scope and Methodology

21 Purpose

The Strategic Integrated Impact Assessment (SIIA) is a new approach to assessing
and better understanding the equality, fairness and other impacts of the Scottish
Government’s key tax and spending decisions at strategic fiscal events, such as the
Budget. Instead of separate assessments, the SlIA brings them together in a single
process and publication, providing a more complete picture of the combined impacts
of budget decisions on people in Scotland.

This integrated assessment approach also aims to ensure that impact evidence
informs the Scottish Government’s budget choices earlier and more effectively in the
decision-making process, while maintaining compliance with our statutory duties.
This responds to calls from stakeholders for more timely assessments to
meaningfully influence decisions. The approach also aims to improve transparency
by making it easier for people to see the full picture.

2.2 Scope

The SIIA brings together the Scottish Government's statutory obligations across five
legal duties into a single, integrated, strategic assessment process:

Public Sector Equality Duty (PSED) (and the related Scottish specific duties)
Fairer Scotland Duty
Child Rights and Wellbeing Impact Assessment (CRWIA)

Consumer Duty

B Dnh =

5. Island Communities Impact Assessment (ICIA)

This year we have embedded an integrated assessment approach at the core of a
fiscal programme that included the ‘Scottish Budget 2026 to 2027’, the ‘Scottish
Spending Review 2026’ (SSR) and the ‘Infrastructure Delivery Pipeline 2026’ (IDP).
The Strategic Overview of the Budget 2026-27, Spending Review and Infrastructure
Delivery Pipeline section of this SIIA sets out the overall impacts of tax, spending
and investment choices for each of these fiscal publications. The Impacts of Key
Decisions by Government Priority section provides a more detailed assessment of
the impacts of key decisions by the Government’s Four Priorities: Eradicating Child
Poverty, Growing the Economy, Tackling the Climate Emergency and High Quality
and Sustainable Public Services.

While the SIIA provides a strategic assessment of the impacts of the Scottish Budget
2026-27, the SSR and the IDP, it does not replace the requirement for individual
impact assessments for specific policies or programmes to be carried out by policy
areas. It also does not replace the legal duty to prepare and publish a CRWIA for
decisions of a strategic nature relating to the rights and wellbeing of children, which
is included at Annex A.
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2.3 Methodology

This SIIA is underpinned by an integrated approach to analysing equality, socio-
economic, children’s rights, consumer and islands impacts. In practice this involved a
three-phase process of evidence gathering from 11 government portfolios. It
included a structured programme of evidence collection, quality assurance and
analysis between August and December 2025, which brought together multiple
sources of evidence generated through the 2026-27 Budget, SSR and IDP
processes. Further detail on this process can be found in the Evidence Used section
of this SIIA.

This approach is supported by strengthened analytical tools, including enhanced
distributional analysis, budget tagging pilot studies and intersectional analysis
focused on minority ethnic women. These improvements aim to integrate evidence
earlier and more effectively into decision-making. Further details on these pilot
studies can be found in the annexes.

For the third year running, a cross-ministerial pre-budget workshop was held to
assess impacts of emerging decisions on relevant protected characteristics, socio-
economic disadvantage and children’s rights and wellbeing. The Minister for
Equalities then provided subsequent advice to support decision-making as part of
the process.

This is a new approach that we want to build on. It has been informed by
international best practice and engagement with key stakeholders, such as the
Welsh Government, the Organisation for Economic Co-operation and Development
(OECD), the National Advisory Council on Women and Girls (NACWG) and the
Equality and Human Rights Budget Advisory Group (EHRBAG). We will evaluate the
approach and publish the results before the end of 2026 and will continue to work
with key stakeholders and international experts to understand how it can be
developed further.
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3. Strategic Overview of the Budget 2026-27, Spending
Review and Infrastructure Delivery Pipeline

3.1 Overview

The Budget, SSR and IDP are more than just fiscal documents or events, they
involve choices about how resources are raised and spent and, as such, reflect
Government priorities and values. Over the current parliamentary term, the Scottish
Government has used its devolved tax and benefit powers to design a more
progressive system compared to the rest of the UK. The decisions taken at the
Budget and SSR build upon this approach.

Analysis for the 2026-27 Budget® shows that:

e The Scottish Budget redistributes from high-income households to those further
down the income distribution, through both the tax and social security system,
and through the delivery of public services.

e Health resource spending provides a greater impact for lower-income quintiles,
when considered as a share of household income.

e Devolved benefit payments primarily provide targeted support to low-income
families to alleviate poverty, and financial support to disabled people. Overall,
social security spend is redistributive, with the Scottish Child Payment (SCP) the
largest single contributor to the improved financial resources of low-income
households relative to the rest of the UK.

The resource allocations for the Budget and the SSR prioritise Health and Social
Care and Social Security spending with above inflation increases across all years,
recognising their role in supporting living standards, addressing inequality and
reducing poverty. These decisions also support access to a number of the children’s
rights under the UN Convention on the Rights of the Child (UNCRC) requirements
(as incorporated into Scots law), as set out in Annex A.

The real-terms uplift to the Local Government settlement in 2026-27 acknowledges
the important role local authorities play in providing services to support several
relevant protected characteristics, children, those on lower incomes and more
generally consumers of public services.

5 Scottish Budget 2026 to 2027: distributional analysis - gov.scot. The analysis covers tax changes,
changes in social security spending and changes in other public spending on in-kind benefits, which
comprises around 70 per cent of total resource spending, when the spending on Social Security is
excluded. The analysis of other spending includes Scottish Government resource spending on health,
schools, funded early learning and childcare (ELC), and transport. It does not cover other areas or
capital spending.



https://www.gov.scot/publications/scottish-budget-2026-2027-distributional-analysis/
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Distributional analysis shows that the SSR projects a modest real-terms increase in
aggregate resource spending by 2028-29, the end of the SSR period. Compared to a
baseline where all spending is held flat in real terms, households across the income
distribution are expected to gain from this investment in public services.® However,
when considered as a share of income, gains are proportionally larger for those on
lower incomes. Most of the positive effect comes from higher Health spending which
grows above inflation. Resource spending on Colleges, Tuition Fees and Higher
Education grows more slowly than inflation, creating small losses across all
households — slightly larger for lower quintiles, as they receive more of this spending
on average and are more impacted by a reduction in real spending. Overall, the net
effect remains positive. In addition, households in the bottom quintile benefit the
least, in cash terms, as they are less likely to include older people, who benefit from
increased Health spending.

Figure 3.01 Average impact of the SSR decisions in 2028-29 on households in
cash terms and as a share of household income, by income quintile (from
lowest to highest income)
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Social Security

The Scottish Government has deliberately built a radically different system to both
tackle the worst impacts of UK Government cuts and to tackle inequality and child
poverty, while also providing vital assistance to enable older people to heat their
homes and to help disabled people live independent lives.

Distributional analysis shows that, on average, households in the lower half of the
income distribution are around £480 better off a year than they would be under UK
Government tax and social security policies.”

6 Ibid.
7 Ibid.
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The Budget confirms an uplift for all social security benefits in line with September
2025 Consumer Price Inflation (3.8 per cent) which ensures that recipients will not
see their financial support eroded by inflation. Alongside this, unpaid carers, the
majority of whom are women, will see an increase in the Carer Support Payment
Earnings Threshold. This will improve incomes and access to work for women of
working age and those on lower incomes in particular. However, it might have less
impact on those with the most intensive caring roles who may be unable to work.

Evidence also shows that women, disabled people and people from minority ethnic
communities may be likely to benefit most from new Scottish benefits, such as the
SCP.2 This reflects the additional support required by these disadvantaged groups.

Recent evaluation evidence on the Five Family Payments shows that these have
helped families to spend more on supporting their children, including on essentials,
school-related items and treat items as well as helping children take part in social
and educational activities.®

In June, the Government announced that from winter 2025-26, Pension Age Winter
Heating Payment will be paid to all pensioners but recovered through taxation from
those pensioners with a personal income of over £35,000 per year. Pensioners with
relevant protected characteristics are more likely to need additional support with
heating expenses because they tend to have lower incomes, higher energy needs
because of a health condition or disability as well as lower quality of housing, or lack
of central heating.'® Capping the payment at £35,000 is progressive and benefits the
lowest-earning 20 per cent of households most, when considered as a share of
income. It also provides cost-of-living support for pensioner households at most risk
of fuel poverty, including women and ethnic minority households who are more likely
to live in poverty.

Taxation

Tax policy decisions in the Budget and SSR continue the progressive approach

taken over previous years, while raising substantial revenues to support the delivery
of public services. Scottish Income Tax alone is forecast to increase funding by up to
an additional £1.8 billion in 2026-27 compared to if we had matched UK Government

policy.

8 Equality Impact Assessment - Scottish Child Payment - gov.scot.

9 This includes the Scottish Child Payment, Best Start Grant (pregnancy and baby payment, early
learning payment and school age payment) and Best Start Foods.

10 Pension Age Winter Heating Payment: Equality Impact Assessment - gov.scot.



https://www.gov.scot/binaries/content/documents/govscot/publications/impact-assessment/2020/09/scottish-child-payment-impact-assessments-eqia/documents/equality-impact-assessment-scottish-child-payment/equality-impact-assessment-scottish-child-payment/govscot%3Adocument/equality-impact-assessment-scottish-child-payment.pdf
https://www.gov.scot/publications/pension-age-winter-heating-payment-equality-impact-assessment/pages/4/
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The Income Tax policy package maintains Scotland’s progressive tax system and
supports taxpayers on lower incomes by raising the Basic and Intermediate Rate
thresholds by 7.4 per cent, significantly more than inflation. This will help ensure that
we meet our commitment that more than half of taxpayers are expected to pay less
Income Tax than they would in the rest of the UK. Scottish Government analysis
based on independent Scottish Fiscal Commission forecasts suggests that 55 per
cent of taxpayers can expect to pay less in 2026-27. Distributional analysis shows
that lower-income households gain slightly from increased Basic and Intermediate
Rate Thresholds, while higher-income households see reduced post-tax income in
real terms due to the freeze of the Higher, Advanced and Top Rate Thresholds.""

Income Tax applies to taxable income, regardless of relevant protected
characteristics or geographical location. Therefore, any differential impact on the
relevant protected characteristics will simply reflect their distribution in the taxpayer
population.

Non-domestic rates (NDR), also known as business rates, are a tax on non-domestic
properties, based on the rateable value of a property minus any reliefs, to help pay
for local council services. Tax decisions in this Budget will support businesses by
lowering the Basic, Intermediate and Higher Property Rates in 2026-27; providing 15
per cent relief for retail, hospitality and leisure (RHL) properties with up to £100,000
in rateable value on the mainland; providing 100 per cent RHL relief on islands as
defined by the Islands (Scotland) Act 2018, and in three prescribed remote areas
(Cape Wrath, Knoydart and Scoraig) capped at £110,000 per ratepayer; providing
transitional reliefs based on the forthcoming revaluation on 1 April 2026 and
continuing the Small Business Bonus Scheme for the next three years.

The NDR system supports business growth, investment and competitiveness, while
acknowledging the important role NDR income plays in funding public services,
raising over £3 billion in funding in 2026-27. Given the universal nature of NDR, and
the lack of information on the characteristics of non-domestic property owners or
occupiers, or ratepayers, it is not possible to distinguish any potential differential
impact on the relevant protected characteristics, children or socio-economic status.

The differential treatment of the RHL sectors in island communities, compared to the
mainland, recognises the specific challenges faced by these sectors in island
communities. For example, island businesses report more significant challenges in
relation to staffing, costs, profitability and investment than their mainland rural
counterparts.'?

There are an estimated 1,700 properties on islands that will be eligible and benefit
from 100 per cent RHL relief that would not otherwise be awarded 100 per cent
relief.’® Since the relief is mandatory and 100 per cent funded by the Scottish
Government, it does not reduce island local authorities’ budgets.

1 Scottish Budget 2026 to 2027: distributional analysis - gov.scot.

2 The Non-Domestic Rates (Hospitality Relief) (Scotland) Requlations 2025 - legislation.gov.uk.

'3 This figure does not take into account the effect of capping the relief to £110,000 per ratepayer.


https://www.gov.scot/publications/scottish-budget-2026-2027-distributional-analysis/
https://www.legislation.gov.uk/ssi/2025/40/pdfs/ssiod_20250040_en_002.pdf
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A full islands impact assessment will accompany the secondary legislation. Previous
assessments noted that hospitality relief is appropriately targeted to benefit
hospitality businesses — a key sector of island economies and a key source of
employment.'4

From April 2028, the Scottish Government intends to introduce new Council Tax
bands for the highest valued residential properties to improve fairness at the top end
of the system. It is estimated that fewer than one per cent of households will be
affected, maintaining the existing system for the rest of the tax base.

Alongside the development of this policy, the Scottish Government is undertaking a
joint programme of engagement with the Convention of Scottish Local Authorities on
the future of Council Tax, including a public consultation. That consultation explores
a range of potential reform options, including system wide revaluation and
redesigned band structures intended to make Council Tax less regressive.

Modelling from an independent analysis report produced by the Institute for Fiscal
Studies (IFS) on behalf of the Scottish Government illustrates the impact of less
regressive Council Tax systems through increasing relative charges at the top end of
the property value distribution on households.'® These models do not capture this
exact policy measure, and are based on whole system change across the property
distribution, but they do show a general trend that in more progressive systems,
average Council Tax liabilities generally increase for higher-income households and
owner occupiers, and generally fall for lower- and middle-income households and
renters.

By contrast to the IFS analysis report where reform models apply to the full property
distribution, the proposed Bands | and J apply only to properties valued above

£1 million. As such, any increase in liability would, by design, be more tightly
concentrated than under the models being consulted on. One inference is that the
direct impact of the policy is more likely to fall primarily on owner-occupiers of very
high value properties. Further, it is more probable that this measure would affect
higher income households.

It is important to recognise that income and wealth do not perfectly align and that
there will be individual circumstances to consider. Impacts would also be more
geographically concentrated in local authority areas and neighbourhoods where such
properties are most prevalent, rather than being spread broadly across areas as
would be the case under system-wide reform. The IFS analysis on mitigations is
particularly relevant to a high value property bands policy, because it distinguishes
between different types of households who may face affordability pressures from
higher Council Tax bills. In particular it identifies ‘cash poor, asset rich’ households,
such as some older owner occupiers with high housing wealth but low liquid income,
and ‘cash poor, asset poor’ households with limited income and limited wealth. Such
groups are likely to face different affordability pressures and may require different
forms of support.

4 The Non-Domestic Rates (Hospitality Relief) (Scotland) Requlations 2025 - legislation.gov.uk.

15 Revaluation and reform of council tax in Scotland: design considerations and potential impacts -
gov.scot.



https://www.legislation.gov.uk/ssi/2025/40/pdfs/ssiod_20250040_en_002.pdf
https://www.gov.scot/publications/revaluation-reform-council-tax-scotland-design-considerations-potential-impacts/
https://www.gov.scot/publications/revaluation-reform-council-tax-scotland-design-considerations-potential-impacts/

As this policy is developed, and ahead of the introduction of any legislation, the
Scottish Government will work with Local Government to further consider the impact
of the measure in line with our statutory duties. As part of this, we will consider the
evidence and views emerging from the ongoing programme of engagement,
including the current consultation The Future of Council Tax in Scotland.'® This will
include exploring appropriate safeguards and mitigations, such as deferral
arrangements and the potential expansion or adaptation of the Council Tax
Reduction scheme, to ensure that affordability is protected and the

approach remains fair, proportionate and deliverable.

3.2 Setting Priorities

Difficult choices about where to invest and spend now or in future years, and
whether to raise additional funding through taxation or reallocate across spending
priorities, are necessary against a backdrop of constrained resources and rising
demand for public services. These choices involve trade-offs which might result in
real-terms reductions or constrained growth in resource funding for some portfolio
spend which low-income and disadvantaged households rely upon. It also means
that we will need to scale back, or not proceed, with some capital projects to ensure
we continue to live within our means.

This means that for some portfolios, resource funding has not kept pace with inflation
or service demand in 2026-27. Some small reductions, in real terms, are seen in,
Climate Action and Energy; Rural Affairs, Land Reform and Islands; and Finance.
The Local Government settlement sees a real-terms uplift in 2026-27 but similar to
other portfolios sees a constrained funding envelope in 2027-28 and 2028-29. This,
alongside a planned 0.5 per cent reduction in the devolved public sector workforce,
could have potential negative implications for consumers of public services as well
as public sector workers. This is expected to be mitigated through service redesign,
automation, and smarter resource use since the approach is designed to protect
frontline services while reducing corporate costs and improving productivity.

Any reductions in allocations also have to be considered in the context of the Public
Service Reform (PSR) Strategy which commits us to deliver a more preventative,
joined-up and efficient system and optimising every pound of public spend. Portfolio
Efficiency Plans published alongside the budget set out details of around £1.5 billion
cumulative efficiencies over the SSR period, delivering on corporate functions and
workforce savings to free up funding for investment in frontline public services. A
reduction in spend, or costs, is therefore not always equal to a reduction in service
provision.

Re-prioritisation is inevitable in order to direct spend where it is most impactful. Any
reductions should therefore be seen in the wider context of a Budget that continues
to fund the social contract that is at the heart of this Government’s approach, with an
overall positive, or neutral, impact across disadvantaged groups. Additional
mitigation measures are set out in Section 4, as well as in the CRWIA at Annex A.

16 Future of council tax in Scotland: consultation - gov.scot.



https://www.gov.scot/publications/consultation-future-council-tax-scotland/
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A transfer of funding from resource to capital, for example to fund the dualling of the
A9, will leave less funding for delivering day to day public services, while providing a
boost to longer term infrastructure investment, and so represents a trade-off.

On the one hand, spending on day-to-day public services through the resource
budget can play a vital, and immediate, role in advancing equality and fairness. For
example, the social security system plays a crucial part in keeping people out of
poverty and redistributing income. Similarly, although spending on public services,
such as Health, Transport or Education, is not necessarily aimed at redistributing
income, research has shown that spending on such public services can also be
highly redistributive and has become more so over the past 35 years.'”

However, it has also been extensively documented that public investment in
infrastructure provides a wide range of community and economic benefits. The IDP
points out that infrastructure underpins the crucial public services that people rely on
every day. Similarly, Audit Scotland has emphasised the importance of infrastructure
in supporting inclusive economic growth, improving the efficiency and effectiveness
of public services, and generally promoting wellbeing and quality of life.'®
International evidence also emphasises the role of infrastructure in addressing
challenges in society."®

3.3 Overall Impact

Overall, the decisions taken at the Budget, SSR and IDP are expected to have a
positive or neutral impact across the five statutory duties considered.

Budgeting decisions advance equality of opportunity, eliminate discrimination and
foster good relations in line with the PSED (and the related Scottish specific duties)
and the Fairer Scotland Duty, ensuring that people with relevant protected
characteristics and those experiencing socio-economic disadvantage benefit
equitably from public services and support. No disproportionate impacts, positive or
negative, have been identified for some of the relevant protected characteristics,
including religion or belief, pregnancy and maternity, sexual orientation and gender
reassignment. However, there is also more limited evidence concerning these
equality groups.

The substantial investment in the child poverty package and spending that benefits
all children is likely to be positive for child rights. This includes investment in social
security; measures to support families with the cost of living such as the universal
free breakfast offer or the Summer of Sport; free school meals; free bus travel for
those under the age of 22; early learning and childcare; Employability programme;
and additional investment in further education colleges alongside above inflation
uplifts to Health and Social Security expenditure. Any negative impacts from
individual policy decisions are likely to be offset by overall positive impacts and
mitigations applied as necessary.

17 The distribution of public sector spending - IFS.

8 Investing in Scotland's infrastructure - Audit Scotland.

19 Making the most of public investment to address regional inequalities, megatrends and future
shocks (EN) - OECD.



https://ifs.org.uk/sites/default/files/2023-05/The-distribution-of-public-service-spending-Inequality-The-IFS-Deaton-Review.pdf
https://audit.scot/publications/investing-in-scotlands-infrastructure
https://www.oecd.org/content/dam/oecd/en/publications/reports/2022/06/making-the-most-of-public-investment-to-address-regional-inequalities-megatrends-and-future-shocks_c24bafe1/8a1fb523-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2022/06/making-the-most-of-public-investment-to-address-regional-inequalities-megatrends-and-future-shocks_c24bafe1/8a1fb523-en.pdf
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The overall impact on consumers is also broadly neutral with both positive and
negative impacts and reflecting the dual role consumers play as taxpayers and
service users.

For island communities, there is no significant differential impact between island
communities and the mainland or between different island communities. For
example, the highest-spending portfolios of Health and Social Care, Local
Government, Social Security, Justice, and Education, all broadly benefit people
across Scotland equally. The above-listed spending areas collectively account for
over 90 per cent of the resource budget. Where funding is allocated on a
geographical basis, for example to territorial health boards or to Local Government,
the majority of this is done using pre-existing formulae based on a range of social
and economic criteria. With regard to specific budget programmes which
disproportionately impact island communities, some are constrained, while others
are maintained or increased, for example through investment in inter-island
connectivity and the removal of peak fares on ferries to the Northern Isles for
residents. Within the context of the overall budget, the above items are relatively
small in scale. In addition, islands RHL businesses will benefit from a more generous
NDR relief than their mainland counterparts.
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4. Impacts of Key Decisions by Government Priority

4.1 Eradicating Child Poverty

The Government is clear that eradicating child poverty remains its top priority. This
prioritisation is key to improving national outcomes on poverty, health, education,
and the economy across generations, while ensuring compliance with UNCRC
commitments to uphold children’s rights.

What does the evidence tell us?

e The latest statistics published in March 2025 confirmed that Scotland has missed
all four of its interim child poverty reduction targets for the target year of 2023-
2420

e |n 2021-24, around one-in-four children (23 per cent, or 240,000 children) were
living in relative poverty after housing costs. Most of the children (75 per cent)
experiencing poverty were living in working households.?’

o |n 2023-24, rates of both relative and absolute child poverty in Scotland were
nine percentage points lower than the UK average.

e Economic factors play a significant role in families’ experiences of poverty.
Lower-income households faced slightly higher inflation than higher-income
households in 2025, and households with children experienced marginally higher
inflation than those without children.??

e Some types of households have a higher risk of poverty and make up the
majority of those in poverty. These are households with a disabled person, three
or more children, a baby aged under one, minority ethnic households, mothers
aged under 25, and lone parent families. Since the Child Poverty (Scotland) Act
2017 came into force, reductions in poverty rates amongst priority groups have
been mixed. There have been some marked decreases, for example for lone
parents (-4 percentage points). At the same time, families with three or more
children recorded an increase of nine percentage points in relative poverty over
the same period.?3

20 Section 2 - Assessing progress against the targets - Tackling Child Poverty Delivery Plan: progress
report 2024-25 - gov.scot.

21 Poverty and Income Inequality in Scotland 2021-24 - gov.scot.

22 Household Costs Indices for UK household groups: July to September 2025 - ons.gov.uk.

23 Tackling child poverty priority families overview - gov.scot; Poverty and Income Inequality in
Scotland 2021-24 - data.gov.scot; and Section 2 - Assessing progress against the targets - Tackling
Child Poverty Delivery Plan: progress report 2024-25 - gov.scot.



https://www.gov.scot/publications/tackling-child-poverty-delivery-plan-progress-report-2024-25/pages/6/
https://www.gov.scot/publications/tackling-child-poverty-delivery-plan-progress-report-2024-25/pages/6/
https://data.gov.scot/poverty/
https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/householdcostsindicesforukhouseholdgroups/julytoseptember2025?
https://www.gov.scot/publications/tackling-child-poverty-priority-families-overview/pages/lone-parent-families/
https://data.gov.scot/poverty/
https://data.gov.scot/poverty/
https://www.gov.scot/publications/tackling-child-poverty-delivery-plan-progress-report-2024-25/pages/6/
https://www.gov.scot/publications/tackling-child-poverty-delivery-plan-progress-report-2024-25/pages/6/

How are we addressing this?

The Budget and SSR continue to prioritise interventions designed to reduce child
poverty with focus on the three key drivers of poverty reduction: increasing incomes
from employment, or from social security and benefits in kind, and reducing the cost
of living.

This includes maintaining investment in programmes and policies identified through
the child poverty tagging pilot study as having the greatest potential impact on
tackling child poverty including: employability and support programmes such as
Fairer Futures Partnerships and No One Left Behind; early learning and childcare;
and substantial investment in social security. These decisions were informed by
discussions in the cross-ministerial workshop and the Cabinet Sub-committee on
Child Poverty.

Key decisions in the Budget include:

e Supporting families with managing the cost of living through a universal breakfast
offer in all primary schools and expanding wraparound activities provision
building on the success of the Extra Time programme.

e Transformational investment in sport and physical activity with £40 million of new
funding that will help deliver a Summer of Sport for Scotland’s children tied to the
FIFA World Cup and Commonwealth Games alongside a universal learn to swim
offer.

e £61.5 million for the Tackling Child Poverty Fund, an increase of £49 million
compared to 2025-26, with detail of investments to be set out in the next Tackling
Child Poverty Delivery Plan by the end of March 2026.

e Investing in a £50 million Whole Family support package to support parents into
sustainable employment. This includes £20 million for third sector organisations
and a projected £8 million to help adult learners get the skills and qualifications
they need.

e Increasing the SCP with inflation to £28.20 per week per child.

e Maintaining £90 million investment in employability services, including £40 million
for the Parental Employability Fund.

e Safeguarding 1,140 hours of funded childcare for all three and four year olds and
targeted support for eligible two year olds.

e Continuing to offer Free School Meals for children in Primary 1-5, and for Primary
6-7 children of families in receipt of the SCP.

e Scotland’s colleges will see a combined increase of £70 million in resource and
capital funding, equivalent to a 10 per cent uplift on last year’s budget.

e Maintaining free bus travel for under-22 year olds (as well as for older and
disabled people).

Key decisions in the SSR and the IDP include:

e A SCP premium for families with children under the age of one to go live during
2027-28, resulting in a total payment of £40 per week.
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e Significantly increasing the Tackling Child Poverty Fund with over £185 million
invested during the SSR period.

e Creating more affordable homes by investing £4.1 billion.

How do these decisions impact on different people and places?

The Scottish Ministers have a statutory duty, under the Child Poverty (Scotland) Act
2017, to meet the 2030 statutory child poverty targets by reducing relative child
poverty to below 10 per cent; and by reducing absolute poverty, combined low
income and material deprivation, and persistent poverty to below five per cent. As
part of the Act, Scottish Ministers have a duty to publish Delivery Plans every four
years and annual reports assessing progress.

Scottish Government analysis indicates that the overall policy approach has a
measurable impact. In 2025-26, relative child poverty is estimated to be around
seven percentage points lower than it would have been in the absence of current
policies, keeping an estimated 70,000 children out of relative poverty.?* In 2025-26,
households with children in the poorest decile were estimated to be £2,600 a year
better off, on average, as a result of the Scottish Government’s policies, representing
over 20 per cent of their income.?°

Further impacts are outlined below:

¢ Increasing incomes and reducing child poverty through Social Security:
The Five Family Payments, including the SCP, could be worth over £10,000 by
the time an eligible child turns six and around £25,000 by the time an eligible
child turns 16. This value will increase once the SCP premium for children under
the age of one is delivered, which is estimated to support families of 12,000
children in low-income households. Distributional analysis shows that the SCP is
already the largest single contributor to the improved financial resources of low-
income households relative to the rest of the UK. SCP is forecast to benefit the
families of around 330,000 children in 2025-26, as well as keep 40,000 children
out of relative poverty. 26 The premium being delivered in 2027-28 will have a
further positive impact on new parents and is relevant to the protected
characteristic of pregnancy and maternity. Analysis drawing on the Growing Up in
Scotland study suggests around a quarter of families fall into relative poverty in
the year after the birth of their first child.?” A positive poverty reduction is
expected for households with children under the age of one, though it cannot be
quantified at this stage due to modelling limitations.

24 Child poverty modelling: update - gov.scot.
25 |bid.
26 |bid.

27 Growing up in Scotland: the circumstances and experiences of 3 year old children living in Scotland
in 2007/08 and 2013 - gov.scot.



https://www.gov.scot/publications/child-poverty-modelling-update/
https://www.gov.scot/publications/growing-up-scotland-circumstances-experiences-3-year-old-children-living-scotland-2007-08-2013/
https://www.gov.scot/publications/growing-up-scotland-circumstances-experiences-3-year-old-children-living-scotland-2007-08-2013/
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¢ Increasing incomes through paid work: Scotland has relatively high
employment rates, especially amongst parents. However, in international
comparisons, Scotland has a greater prevalence of in-work poverty and lower
levels of work intensity. This requires a combination of labour market policies that
support working families as well as employability support to tackle economic
inactivity and support people, including parents, into fair, sustainable jobs. No
One Left Behind provided a range of employability support to 8,532 parents,
including single parents who are predominantly women, in 2024-25.28

e Reducing household costs: The IDP sets out plans to support the delivery of
36,000 affordable homes to provide a warm, safe home for up to 24,000 children.
Housing costs are an important factor related to income inequality and poverty.
Research suggests that poverty is one of the core drivers of homelessness in the
UK, and Scotland specifically. Evidence indicates that Scotland’s higher share of
renters in affordable social housing helps to keep poverty rates lower. Modelling
suggests that lower social rents benefit approximately 140,000 children in poverty
each year.?°

e Early Learning and Childcare: Evidence shows particularly positive impacts for
younger parents, families with a disabled child of school age, or for families with a
disabled adult and school age children, as well as for women. Increased access
to affordable Early Learning and Childcare reduces childcare costs and enables
parents and carers to enter employment, increase working hours, and take up
education or training, helping to increase household income and reduce cost-of-
living pressures. Investment in early learning and childcare also benefits
children’s development, including improved cognitive outcomes and a narrowing
of the poverty-related attainment gap.3°

28 No One Left Behind (Official Statistics in Development) - Scotland's Devolved Employment
Services: No One Left Behind Statistical Summary July 2025 - gov.scot.

29 Tackling Child Poverty Delivery Plan: progress report 2024-25 - gov.scot.

30 School age childcare: equality impact assessment - gov.scot; and Early learning and childcare
expansion: CRWIA - gov.scot.



https://www.gov.scot/publications/scotlands-devolved-employment-services-no-one-left-behind-statistical-summary-july-2025/pages/no-one-left-behind-official-statistics-in-development/
https://www.gov.scot/publications/scotlands-devolved-employment-services-no-one-left-behind-statistical-summary-july-2025/pages/no-one-left-behind-official-statistics-in-development/
https://www.gov.scot/publications/tackling-child-poverty-delivery-plan-progress-report-2024-25/
https://www.gov.scot/publications/school-age-childcare-equality-impact-assessment/
https://www.gov.scot/publications/childrens-rights-wellbeing-impact-assessment-expansion-early-learning-childcare/pages/2/
https://www.gov.scot/publications/childrens-rights-wellbeing-impact-assessment-expansion-early-learning-childcare/pages/2/
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e Free school meals play an important role in reducing the cost of living for
families with children by directly offsetting household food costs and supporting
children’s nutrition. Free school meals for Primary 1-5 are being retained as it
delivers broad cost-of-living support and higher uptake with lower stigma, while
the targeted entitlement for Primary 6-7 children in receipt of SCP strengthens
support for families at greatest risk of poverty.3! The budget provides additional
support to expand free school meals provision to include children from families in
receipt of Pension Credit, and those impacted by the increase in the
Administrative Earnings Threshold. These measures will enable a further 5,500
pupils to access nutritious and healthy food, backed by investment of up to
£3 million. Free school meals play an important role as they are mostly targeted
at low-income households and therefore primarily benefit families at risk of child
poverty, including lone parent families, families with disabled children and some
minority ethnic groups.32

e Building a system of school age childcare through universal breakfast clubs
and additional investment in providing wraparound activities clubs. The School
Age Childcare (SACC) programme vision is to build an accessible and affordable
system of school age childcare before and after school and during the holidays,
where those on the lowest incomes will pay nothing and children will be able to
access healthy and nutritious food as part of the offer. The SACC programme is
targeted at the six priority family types, including children from lone parent
families, minority ethnic families, families with a disabled adult or child, families
with a young mother (under 25), families with a child under the age of one and
larger families (three or more children). The programme is intended to reduce the
risk of families living in poverty by reducing barriers to employment and
increasing parental income through work, while also reducing costs for families
who currently pay for childcare. The SACC programme also emphasises
children’s wellbeing impacts from access to provision, including rest, play,
socialisation, and participation in activities alongside integrated food provision.

e Free bus travel addresses a number of inequalities, including supporting people
on lower incomes who have less access to private modes of transport, and those
who are more likely to be reliant on bus travel — people aged under 22, older
people, disabled adults, and particular minority ethnic groups. As part of our
budget tagging pilot study (see Annex B), this Level 4 line has been scored as
having an ‘exceptional’ impact on the relevant protected characteristic of age.
There is also a positive impact on consumers of public transport services.
Modelling indicates a progressive impact, with lower income quintiles receiving
greater benefit from bus pass spending, both in cash terms and as a share of
income, driven by higher levels of bus usage.33 An evaluation of the Young
Person’s Concessionary Travel scheme calculated that survey respondents
made over one million new bus journeys, that would not have otherwise been
made, since the scheme began.3*

31 Child Poverty Delivery Plan progress 2024-2025 - Poverty and Inequality Commission.

32 Free school meals: equality impact assessment - gov.scot.
33 Scottish Budget 2026 to 2027: distributional analysis - gov.scot.

34 Year 1 evaluation — Young Persons’ Free Bus Travel Scheme - transport.gov.scot.



https://povertyinequality.scot/wp-content/uploads/2025/06/Child_Poverty_Delivery_Plan_progress_2024-2025_Scrutiny_by_the_Poverty_and_Inequality_Commission.pdf?
https://www.gov.scot/publications/equality-impact-assessment-free-school-meals/pages/6/
https://www.gov.scot/binaries/content/documents/govscot/publications/research-and-analysis/2026/01/scottish-budget-2026-2027-distributional-analysis/documents/scottish-budget-2026-2027-distributional-analysis/scottish-budget-2026-2027-distributional-analysis/govscot%3Adocument/scottish-budget-2026-2027-distributional-analysis.pdf
https://www.transport.gov.scot/publication/year-1-evaluation-young-persons-free-bus-travel-scheme/
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Further education colleges: As part of our pilot study, this Level 4 line has been
scored as having an ‘exceptional’ impact on addressing socio-economic
disadvantage since colleges support a wide range of Scots to boost their access
to opportunities, including high proportions of students from deprived areas and
increasing numbers of students who are disabled or who come from care
experienced backgrounds. Distributional analysis has found that lower income
households receive more in cash terms (and as a share of income) from
spending on further education than higher income households.3® In addition,
women make up the majority of the college workforce, particularly support staff,
so sustaining college funding supports women’s employment and earnings.36

Summer of Sport: The Summer of Sport will provide a number of programmes
focused on improving lives through sport and physical activity. An activity
programme for children and young people will be open to all, but specifically
targeted at those at higher risk of poverty. This funding will also include a
universal offer providing swimming tuition for every child in Scotland, based on
the School Swimming Framework which addresses poverty-related barriers to
access. A package of funding for football organisations who work with under-
served communities will focus resources on organisations operating in deprived
areas and those delivering life-changing programmes. A targeted campaign will
also deliver “Health in the Community” programme to communities that are least
likely to be active, including those living in areas of high deprivation and those
with a long-term health condition.

The substantial investment in anti-poverty measures as well as spend benefitting
children, and their parents, is likely to strengthen access to a range of children’s

rights under the UNCRC requirements, as set out in Annex A.

A full suite of impact assessments is being undertaken for the new Tackling Child

Poverty Delivery Plan.

35 Scottish Budget 2026 to 2027: distributional analysis - gov.scot.

36 Fair Work Action Plan: indicator report 2025 - gov.scot.



https://www.gov.scot/binaries/content/documents/govscot/publications/research-and-analysis/2026/01/scottish-budget-2026-2027-distributional-analysis/documents/scottish-budget-2026-2027-distributional-analysis/scottish-budget-2026-2027-distributional-analysis/govscot%3Adocument/scottish-budget-2026-2027-distributional-analysis.pdf
https://www.gov.scot/publications/fair-work-action-plan-indicator-report-2025/pages/1/
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4.2 Growing the Economy

Building a fair, green, and growing wellbeing economy is essential to delivering the
Scottish Government’s priorities. It improves living standards, which in turn helps
increase the tax revenues that enable the delivery of high-quality public services.
Moving more people into well-paid jobs is also a primary channel to reduce poverty.

What does the evidence tell us?

e Some disadvantaged groups still face significant barriers to accessing the labour
market and fair work, including women, mothers, disabled people, unpaid carers,
people with convictions, lone parents, people from socio-economically
disadvantaged backgrounds and individuals from ethnic minorities.3’

e People facing disadvantage due to multiple relevant protected characteristics can
experience heightened barriers to employment, for example disabled women,
minority ethnic women and women aged over 50.

e Women experience a range of barriers in the labour market that lead them to be
paid less on average than men. The gender pay gap widened from 2.0 per cent in
2024 to 3.5 per cent in 2025 but remains well below the UK’s (6.9 per cent).38

e People aged 16-24 are more likely to be unemployed than older age groups and
are vulnerable to long-term labour market ‘scarring’.3°

e Workers over 50 years increasingly have caring responsibilities, with women
continuing to carry the greatest share of unpaid care.*°

e In 2021-24, 61 per cent of working-age adults in relative poverty after housing
costs were living in a household where someone was in paid work.4!

e Some disadvantaged groups, including disabled employees, religious minorities,
and LGBTI employees, still face discrimination, bullying and harassment in the
workplace.*?

e Economic inactivity remains a concern, with a large proportion of inactive people
being people reporting as long-term sick or disabled, accounting for around one-
third of all economically inactive working-age people.*®

37 Scotland's Labour Market Insights: October 2025 - gov.scot; Mothers suffer big long-term pay
penalty from part-time working - Institute for Fiscal Studies; and 11. Theme 5: Employability,
Employment and Income - Anti-racism in Scotland: progress review 2023 - gov.scot.

38 Gender Pay Gap - Annual Survey of Hours and Earnings 2025 - gov.scot.

39 Stage 2: Data and evidence gathering, involvement and consultation - Scotland's National Strategy
for Economic Transformation Programme 5: A Fairer and More Equal Society Equality Impact
Assessment (Record and Results) - gov.scot.

40 Scotland’s Census 2022 - Health, disability and unpaid care - Scotland's Census.

41 Poverty and Income Inequality in Scotland 2021-24 - gov.scot.

42 \Working Lives Scotland 2025 - CIPD: and Equality Evidence Review - Skills Development Scotland.

43 Supporting documents - Scotland's Labour Market Insights: October 2025 - gov.scot.



https://www.gov.scot/publications/scotlands-labour-market-insights-october-2025/
https://ifs.org.uk/news/mothers-suffer-big-long-term-pay-penalty-part-time-working
https://ifs.org.uk/news/mothers-suffer-big-long-term-pay-penalty-part-time-working
https://www.gov.scot/publications/anti-racism-scotland-progress-review-2023/pages/11/
https://www.gov.scot/publications/anti-racism-scotland-progress-review-2023/pages/11/
https://www.gov.scot/publications/annual-survey-of-hours-and-earnings-2025/pages/gender-pay-gap/
https://www.gov.scot/publications/scotlands-national-strategy-economic-transformation-programme-5-fairer-more-equal-society-equality-impact-assessment-record-results/pages/5/
https://www.gov.scot/publications/scotlands-national-strategy-economic-transformation-programme-5-fairer-more-equal-society-equality-impact-assessment-record-results/pages/5/
https://www.gov.scot/publications/scotlands-national-strategy-economic-transformation-programme-5-fairer-more-equal-society-equality-impact-assessment-record-results/pages/5/
https://www.scotlandscensus.gov.uk/2022-reports/scotland-s-census-2022-health-disability-and-unpaid-care/
https://data.gov.scot/poverty/#Working-age_adults
https://www.cipd.org/globalassets/media/knowledge/knowledge-hub/reports/2025-pdfs/8868-working-lives-scotland-2025-report-web.pdf
https://www.skillsdevelopmentscotland.co.uk/media/kaiprygw/equality-evidence-review-2021.pdf?_gl=1*xisxv0*_up*MQ..*_ga*MTYzMDMzMjY5NS4xNjk5NTQ0MzI1*_ga_2CRJE0HKFQ*MTY5OTU0NDMyMi4xLjAuMTY5OTU0NDMyMi4wLjAuMA..
https://www.gov.scot/publications/scotlands-labour-market-insights-october-2025/documents/
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How are we addressing this?

In addition to policies discussed in the previous section, key decisions in the Budget
supporting disadvantaged groups include:

e Providing additional funding to ensure staff in commissioned services across
social care and early learning and childcare are paid the Real Living Wage.

e Providing additional funding in culture that expands access to cultural
opportunities, for example: £20 million uplift to Creative Scotland and £11.65
million in The Art Works in Granton delivering significant socio-economic benefits
as part of Granton Regeneration.

e Anew £2.5 million Young Entrepreneurs Pathways Package.

e Increasing resource and capital funding for Scotland’s Universities by £55 million,
in addition to increasing college funding (see Section 4.1 on Eradicating Child
Poverty).

e £215 million in City and Regional Growth deals, Regional Economic Partnerships
and Community Wealth Building to support regional economic development.

Key decisions and investment in the SSR and IDP include:
e Confirming funding for dualling the A9 from Perth to Inverness.
e Investing £228 million in digital connectivity, supporting rural communities.

e Investing over £7 billion on capital maintenance spending over the SSR period.

How do these decisions impact on different people and places?

e Our Fair Work policy supports payment of at least the Real Living Wage across
the public sector, its contractors and supply chains. Additional funding to ensure
early learning and childcare and social care staff are paid the Real Living Wage
recognises their critical work in supporting children’s development, health and
wellbeing and providing support for adults who need help because of age, illness
or disability. It will improve pay and working conditions for people working in
these sectors, the majority of whom are women.
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e Maintaining funding for the Employability programme will continue to support
people who face structural barriers to participate in the labour market, including
support to meet the needs of parents or carers, and specialist support for
disabled people. Local Employability Partnerships have been given the
responsibility for designing and commissioning services locally, moving decisions
which affect service users closer to them. Over 92,000 people started receiving
No One Left Behind support from April 2019 to June 2025.

o Affordable childcare is a key component of a successful economy and is
required to enable parents, and frequently mothers, to return to work.

e Funding in Innovation, Enterprise and Entrepreneurship will create
opportunities to enter entrepreneurship for women and other under-represented
or under-supported groups, such as ethnic minorities and disabled people.

e University funding and free tuition fees: Free tuition provides access to higher
education based on the ability to learn and not the ability to pay. Student Support
is provided for over 163,000 students including those with a care experienced
background and those receiving support through the Disabled Students’
Allowance (DSA).

e Investmentin Public Transport and Active Travel Networks can reduce
inequalities by improving affordability, accessibility, and connectivity to jobs,
education, healthcare and social networks. Improvements particularly benefit
people who are less likely to have a car, including disabled people, young people,
older people and lower-income households.

e Dualling of the A9: Once complete, dualling is expected to improve road safety
and journey reliability, with benefits for groups more vulnerable to road traffic
accidents, including older people, children and disabled people. In rural areas,
where car travel is often essential, improved road infrastructure can also benefit
women, who are more likely to make complex and multi-stop journeys.**

¢ Infrastructure and maintenance spend: Evidence shows that maintenance
spending benefits consumers of public services and delivers long-term savings
by reducing emergency repairs and service disruption.®> Maintenance spend also
supports equality objectives, as well-maintained local infrastructure particularly
benefits those who rely most on public services and have fewer alternatives if
services deteriorate or close.

¢ Investment in digital connectivity ensures remote and island communities
have access to high-speed broadband, reducing isolation and enabling equal
access to digital public services and economic opportunities. Consumers will also
benefit from improved service reliability and accessibility.

44 Equality impacts - transport.gov.scot.

45 Investing to save: The capital requirement for a more sustainable NHS in England - NHS
Confederation.



https://www.transport.gov.scot/publication/eqia-and-fairer-scotland-duty-assessment-dmrb-stage-3-pass-of-birnam-to-tay-crossing-a9-dualling/equality-impacts/
https://www.nhsconfed.org/system/files/2023-11/Investing-to-save-capital-sustainable-NHS_0.pdf
https://www.nhsconfed.org/system/files/2023-11/Investing-to-save-capital-sustainable-NHS_0.pdf
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e Improving access to culture: Socio-economic disadvantage can create
significant barriers to cultural access, with people from low-income backgrounds
less likely to engage in cultural activities due to costs, lack of transport, and fewer
local venues. Evidence suggests that engagement with arts and cultures
supports many positive outcomes, such as stronger critical thinking skills, better
mental health and wellbeing and increased cohesion between social groups.*6

The policy decisions summarised above contribute to removing barriers to parental
employment, higher wages, job stability, and improved living standards, positively
impacting on children’s rights under the UNCRC requirements (as incorporated), as
set out in Annex A.

While these decisions deliver positive impacts overall, some risks of negative impact
have been identified from a reduction to the regeneration budget in the Deputy First
Minister, Economy and Gaelic (DFMEG) portfolio. These programmes improve
access to services in disadvantaged communities. This spending has been scored
as having an ‘exceptional’ impact with regard to socioeconomic disadvantage in our
budget tagging pilot study. However, the reduction could be more than offset by
£120 million of child poverty spending — including on employability, transport, or
whole family support. In addition, support for free school meals has been maintained
and a universal breakfast offer is being made. There are also complementary budget
lines outwith the DFMEG portfolio — for example on housing, transport, and skills that
also advance the Growing the Economy objective and support inclusive economic
growth.

46 What works to increase equality of access to culture for lower socio-economic groups: evidence
review and scoping research - gov.uk.



https://assets.publishing.service.gov.uk/media/67bd8a6e44ceb49381213bef/What_works_accessibility_to_culture_accessible.pdf
https://assets.publishing.service.gov.uk/media/67bd8a6e44ceb49381213bef/What_works_accessibility_to_culture_accessible.pdf
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4.3 Tackling the Climate Emergency

The Scottish Government remains committed to reducing carbon emissions in line
with the Programme for Government and Scotland’s draft Climate Change Plan to
2040, published in November 2025. Action to tackle the climate emergency can also
offer economy-wide opportunities and enable sustainable economic growth.

What does the evidence tell us?

e Disabled people or people with a chronic health condition are more likely to be in
fuel poverty (41 per cent) than households without a member with a long-term
health condition (27 per cent). Single mothers have been estimated to have a
higher fuel poverty rate (67 per cent) than single working age adults without
children (45 per cent). Rural communities, especially those on the islands, are
much more likely than those in other areas to face fuel poverty.*’

¢ Men may be more likely to work in energy-intensive industries, such as oil and
gas, and may be more affected by the transition to renewable energy sources;
however, where there are overlapping skill requirements with the oil and gas
sector, they may also benefit more than women from the transition towards green
jobs. This has the potential to exacerbate the gender pay gap and raise concerns
about occupational segregation.*®

e Climate change mitigation measures may require changes in household energy
systems, transport choices, or consumption habits, and the associated costs
could have a proportionately higher impact on protected or socio-economically
disadvantaged groups.4°

e Health inequalities persist across the population, particularly within socio-
economically disadvantaged and protected groups. Many climate change
mitigation measures can help reduce these disparities, for example, improving
home energy efficiency and insulation ensures adequate heating, while cutting
car use reduces air pollution and supports better respiratory and cardiovascular
health.>®

How are we addressing this?

This Budget sets out actions across areas such as transport, heat in buildings and
agriculture as part of our efforts to achieve our statutory target of net zero emissions
of all greenhouse gases by 2045. Key decisions directly supporting disadvantaged
groups in the Budget include:

e Investing in public and low carbon transport, including concessionary fares and
the removal of the peak rail fares and peak fares for Islanders on Northern Isles
Ferry Services.

47 Scottish Budget 2024 to 2025: equality and fairer Scotland statement - gov.scot.

48 Scotland's climate change plan 2026-2040: equality impact assessment - gov.scot.
49 |bid.
50 |bid.



https://www.gov.scot/publications/equality-fairer-scotland-budget-statement-2024-2025/
https://www.gov.scot/publications/scotlands-climate-change-plan-2026-2040-eqia/pages/3/

27 | Scottish Budget 2026-27, Scottish Spending Review and Infrastructure Delivery Pipeline: Strategic Integrated Impact Assessment

e To support the attainment of our net zero targets, we will introduce 100 per cent
relief for eligible electric vehicle charging points for 10 years from 1 April 2026.

e Improving energy efficiency through £335 million investment in heat-in-buildings
programmes.

e Providing £3 million in 2026-27 to support a just transition for the communities
impacted by the closure of the Fife Ethylene Plant at Mossmorran.

Key decisions in the SSR and IDP include:

e Investing nearly £1.4 billion in low carbon and sustainable travel, including active
travel, bus infrastructure and support for zero emission vehicles.

e Investing £110 million in peatland restoration over the next four years, and £93
million in wider nature restoration.

e Investing £15.9 million capital funding per year in the Just Transition Fund,
supporting communities in the North-East and Moray in diversifying regional
economies away from carbon intense industries and towards net zero.

¢ Investing £80 million over the next four years to progress Scotland’s transition to
a circular economy by reducing waste and promoting sustainable consumption.

¢ Investing more than £1.9 billion over the SSR period in support for Scottish
farmers, crofters, land managers, and rural communities.

How do these decisions impact on different people and places?

e Section 4.1 on Eradicating Child Poverty sets out the beneficial impact of
concessionary fare travel schemes on equality groups, children and those
experiencing socio-economic disadvantage.

¢ While certain investments contribute positively to reducing emissions, their
primary benefits may be more accessible to middle- or higher-income households
and consumers. For example, evaluation evidence suggests that the pilot study
on peak fares encouraged rail use amongst low- to middle-income households
but primarily benefitted existing users who tended to be above-average income.>"
Evidence also indicates that early electric vehicle adoption remains concentrated
among higher-income households with access to off-street parking.>?

e Heat in buildings: Funding is targeted at households in or at risk of fuel poverty,
with Area Based Schemes focused on the lowest 15 per cent of the Scottish
Index of Multiple Deprivation (SIMD) areas and uplifts of 22 per cent for islands
and remote rural locations. Warmer Homes Scotland uses benefit receipt as an
eligibility criterion, helping lower-income households save an average of £400 per
year on energy bills. Rural and island communities receive additional support
through grant uplifts of up to £3,000 per application.

51 ScotRail Peak Fares Removal Pilot - Final Evaluation Report - August 2024 - transport.gov.scot.

52 Draft Electric Vehicle Public Charging Network Implementation Plan - transport.gov.scot.



https://www.transport.gov.scot/publication/scotrail-peak-fares-removal-pilot-final-evaluation-report-august-2024
https://www.transport.gov.scot/consultation/electric-vehicle-public-charging-network-implementation-plan/background/
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e The Just Transition Fund ensures economic transformation is fair, particularly in
regions like the North-East, where industrial change is most acute. The support
for communities affected by the closure of the Fife Ethylene Plant at Mossmorran
aims to mitigate the impacts on displaced workers and help transition into new
employment and support local businesses.

e The Circular Economy supports Scotland’s transition to reducing waste, with
benefits for consumers through clearer, more consistent recycling services. While
the transition may affect some groups or consumers differently, including
potential cost pass-throughs and variations in access to services, these issues
are addressed through the Circular Economy and Waste Route Map, including
support for low-income households and the co-design of inclusive recycling
services.

¢ Nature Restoration activity improves equality and wellbeing by increasing
access to high-quality green and blue spaces, benefitting disadvantaged
communities and children. It also stimulates local economies, supports the
resilience of supply chains and infrastructure, and contributes to Just Transition
by creating good green jobs, with particular benefits for rural and island
communities.

e Investment in agriculture is expected to primarily benefit this sector initially,
which is currently characterised by a workforce that is predominantly male and
older.

e Low-income households in rural and island areas face pressures from the cost-
of-living crisis, with reduced real-term incomes and rising costs, meaning
maintaining support could positively affect these communities.

While there is no right to a healthy environment under the UNCRC requirements,
feedback received from representatives of children and young people (Members of
the Children’s Parliament) has identified education on the climate crisis as an area of
concern for children and young people. There is a potentially positive impact related
to spending on climate change action and nature restoration in strengthening access
to the right to rest and leisure, to play and recreation, and to participate in culture
and the arts.

From a consumer perspective, most budget measures are either positive or neutral,
with spending on renewable energy and environmental quality delivering positive
impacts through reducing costs and improving health and wellbeing.
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4.4 High Quality and Sustainable Public Services

The Scottish Government remains committed to delivering high quality public
services while ensuring they can respond effectively to current and future
challenges, including through the PSR programme.

What does the evidence tell us?

e All households benefit from public services, however, the extent to which they do
depends on individual circumstances. For example, low-income households and
women are more likely to use public services; the primary driver of NHS and
education spend is age; and higher income households benefit relatively more
from expenditure on road and trains.53

e The size of the devolved public sector, and the costs of paying public sector
workers, is a significant driver of spend, accounting for over half of the entire
Scottish resource budget. There are around 598,400 people employed in the
public sector in Scotland, accounting for 22.2 per cent of total employment.>*

e Health inequalities in Scotland are significant. In the most affluent areas of
Scotland, people live around 26 years longer in good health, compared to those
living in deprived areas.®®

e Health inequalities are not limited to socio-economic status. Other disadvantaged
groups also face poorer health outcomes. Women live longer than men but face
higher rates of mental ill health and are more vulnerable to gender-based
violence. Ethnic minority populations have increased risks of diabetes and
cardiovascular disease.%

e In 2024, people in the most deprived areas of Scotland were 12 times as likely to
have a drug misuse death compared to people in the least deprived areas, while
men were more than twice as likely to have a drug misuse death as women. The
age profile of drug misuse deaths has become older over time.%’

53 At your service? - Resolution Foundation and Scottish Budget 2025 to 2026: distributional analysis
of the Scottish Budget - gov.scot.

54 Public sector employment statistics for Q3 2025, 16 December. Supporting documents - Public
Sector Employment in Scotland Statistics for 3rd Quarter 2025 - gov.scot.

5 How large are health inequalities in Scotland? - Health inequalities - Equity and justice - Social and
economic impacts on health - Population health - Public Health Scotland.

56 |bid.
57 Drug-related deaths in Scotland, 2024 - National Records of Scotland (NRS).



https://www.resolutionfoundation.org/publications/at-your-service/
https://www.gov.scot/publications/scottish-budget-2025-2026-distributional-analysis-scottish-budget/
https://www.gov.scot/publications/scottish-budget-2025-2026-distributional-analysis-scottish-budget/
https://www.gov.scot/publications/public-sector-employment-in-scotland-statistics-for-3rd-quarter-2025/documents/
https://www.gov.scot/publications/public-sector-employment-in-scotland-statistics-for-3rd-quarter-2025/documents/
https://publichealthscotland.scot/population-health/social-and-economic-impacts-on-health/equity-and-justice/health-inequalities/how-large-are-health-inequalities-in-scotland/
https://publichealthscotland.scot/population-health/social-and-economic-impacts-on-health/equity-and-justice/health-inequalities/how-large-are-health-inequalities-in-scotland/
https://www.nrscotland.gov.uk/publications/drug-related-deaths-in-scotland-2024/
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e People who have experienced socio-economic disadvantage are over-
represented in the prison population.®® The likelihood of experiencing crime in
2023-24 was highest for those aged 16-24 and lowest for those aged 60 and
over; was higher in urban areas compared to rural locations; and was higher for
disabled adults than those who are not disabled.>®

e In education, the poverty-related attainment gap, the difference in educational
achievements between pupils from deprived backgrounds compared to their
wealthier peers, remains a challenge.®® Young people (16-19) identified as
disabled are less likely to be participating in education, employment or training.5"

e Rural, and especially island, communities are faced with additional costs in
delivering the same level of public services as elsewhere in the country. This is
due to the increased cost of transporting goods and the difficulties of getting
specialist workers to serve those communities.??

How are we addressing this?
Key decisions in the Budget include:

¢ Intensifying preventative spend across justice, health and families — embedding
bail and release reforms and delivering the Violence Prevention Framework.

e Providing a real-terms uplift to the Health and Social Care portfolio to fund
improved access to primary care, additional investment in core general practice
(GP), new high street GP walk-in centres, and achieve further reductions in
waiting times.

¢ Increasing funding for the implementation of improvements in
neurodevelopmental assessments and care for children and young people.

e Providing additional funding to deliver the Changing Places Toilet programme.
This is essential for people with profound learning and multiple disabilities, and
others, who require additional support due to illness when using the toilet.

e Protecting funding to support the delivery of the new Alcohol and Drugs Strategic
Plan.

e Providing a real-terms uplift in the Local Government settlement in 2026-27.

e Investing up to £200 million to support the further improved attainment and
outcomes of children and young people impacted by poverty through the Scottish
Attainment Challenge, and providing over £57 million for additional support for
learning.

58 2. Summary of evidence - Prisoners (Early Release) (Scotland) Bill: Fairer Scotland Duty impact
assessment - gov.scot.

59 Scottish Crime and Justice Survey 2023/24: Main findings - gov.scot.

60 Section 4. School leaver attainment in National Qualifications - Summary Statistics for Attainment
and Initial Leaver Destinations, No. 7: 2025 edition - gov.scot.

61 Annual Participation Measure for 16-19 year olds in Scotland 2025 - Skills Development Scotland.

62 Some of the issues are set out here: Rural Scotland Data Dashboard: Overview - gov.scot.



https://www.gov.scot/publications/fairer-scotland-duty-impact-assessment-prisoners-early-release-scotland-bill/pages/2/
https://www.gov.scot/publications/fairer-scotland-duty-impact-assessment-prisoners-early-release-scotland-bill/pages/2/
https://www.gov.scot/publications/scottish-crime-and-justice-survey-2023-24-main-findings/pages/overview-of-crime-in-scotland/
https://www.gov.scot/publications/summary-statistics-for-attainment-and-initial-leaver-destinations-no-7-2025-edition/pages/key-points/
https://www.gov.scot/publications/summary-statistics-for-attainment-and-initial-leaver-destinations-no-7-2025-edition/pages/key-points/
https://www.skillsdevelopmentscotland.co.uk/media/2y3ex4it/2025-annual-participation-measure-statistics.pdf
https://www.gov.scot/publications/rural-scotland-data-dashboard-overview/pages/4/
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e Supporting capacity in our frontline justice public services alongside an additional
£10 million investment in community justice services which evidence shows can
reduce reoffending.

Key decisions and investment in the SSR and IDP include:

e Delivering a workforce reduction target of an average 0.5 per cent per annum
over the next five years, while protecting frontline workers.

e Restating the Public Sector Pay Policy 2025-26 to 2027-28, including the multi-
year pay metrics with a commitment to review the Pay Policy as part of the 2027-
28 Budget process. As part of this, consideration will be given to the development
of an Equality and Fairer Scotland Duty assessment.

e Targeted investment across the NHS estate, which will improve resilience and
enable modernisation of both property and services.

e Supporting justice and prisoner welfare through investing over £700 million in His
Majesty’s Prison (HMP) Glasgow and the completion of HMP Highland.

How do these decisions impact on different people and places?

Distributional analysis shows that large families and lone parent households benefit
most from many public spending decisions in the 2026-27 Budget, primarily due to
higher spending on schools.

Figure 4.01: Average government spend in 2026-27 among all households by
household type, as a share of household income
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Source: Scottish Budget 2026-27 — Distributional Analysis
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It also shows that overall, across all household types, families with children under
one and single female households benefit most from the SSR decisions by 2028-29
through above-inflation spending on Health, when the benefit is shown as a share of
income. In cash terms, families with children under one and large families benefit
most.%3

Figure 4.02: Average impact of the SSR decisions in 2028-29 on households by
household type, as a share of household income
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Further impacts are set out below:

e Health: A continued focus on reducing waiting times is expected to improve
patient outcomes and help to reduce variation of services to ensure equity and
parity of care for patients. Hospital admissions are much higher for older people,
those with mental health issues, disabled people and those from lower socio-
economic backgrounds. The budget also includes support to tackle health
inequalities, increasing use of data and digital opportunities and supporting
improvements in provision of primary care as well as GP walk-in
services. Patients in Scotland had 34.28 million direct encounters with staff in
General Practice between November 2024 and October 2025 — an increase of
2.3 million on the same 12-month period in 2023-24.%* The GP investment deal,
alongside plans for walk-ins, will build on this and further add to the GP
workforce.

63 Scottish Budget 2026 to 2027: distributional analysis - gov.scot.

64 Scottish Government News Release (14/1/26) Record funding for health and social care - gov.scot.



https://www.gov.scot/binaries/content/documents/govscot/publications/research-and-analysis/2026/01/scottish-budget-2026-2027-distributional-analysis/documents/scottish-budget-2026-2027-distributional-analysis/scottish-budget-2026-2027-distributional-analysis/govscot%3Adocument/scottish-budget-2026-2027-distributional-analysis.pdf
https://www.gov.scot/news/record-funding-for-health-and-social-care/
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e Mental Health: People whose poor mental health has a substantial and long-
term adverse effect on their ability to carry out normal day-to-day activities fall
within the relevant protected characteristic of disability under the Equality Act
2010. People with mental health conditions face systemic disadvantage,
discrimination, and significant barriers to care more broadly too. Mental health
funding directly removes these barriers through improved access, workforce
capacity, and service standards, delivering a high and well-evidenced positive
impact for people who are reliant on those services.®® The Mental Health and
Wellbeing Equality Impact Assessment®® and Human Rights Impact
Assessment®” show that access disparities persist across protected groups and
island communities. Mental Health support is also a key issue concerning young
people and formed part of their calls to action (see Annex A).%8 It has also been
scored as having an ‘exceptional’ impact under both the protected characteristic
of disability and age in our pilot study.

e The Alcohol and Drugs budget supports activity to implement the forthcoming
Alcohol and Drugs Strategic Plan which will set a long-term vision for how the
Scottish Government will build on the National Mission in order to prevent harm,
promote recovery and save lives. Delivery of the plan will be underpinned by a
human rights-based approach, ensuring that the voices of people with lived and
living experience shape the design and delivery of services, and that people
receive person-led care and support. The budget maintains funding for initiatives
that have delivered success as part of the National Mission, including on
Medication Assisted Treatment standards, harm reduction initiatives, treatment
and recovery. The budget also enables us to continue supporting a network of
essential third sector organisations at the national, regional and local level that
provide vital services to individuals, loved ones and communities impacted by
drug and alcohol use.?°

65 When a mental health condition becomes a disability - GOV.UK; and Understanding inequalities in
access to adult mental health services in the UK: a systematic mapping review - PMC.

66 Mental health and wellbeing delivery plan: equality impact assessment - gov.scot.

67 Mental health and wellbeing strategy, delivery plan and workforce action plan: human rights impact
assessment (HRIA) - gov.scot.

88 For example see Young Voices Drive Change at 2025 Cabinet Takeover - Scottish Youth
Parliament.

89 See case study on Drugs and alcohol in the 2025-26 Equality and Fairer Scotland budget
Statement: Annex C: Further detail on Key Budget Decisions - Scottish Budget 2025 to 2026: Equality
and Fairer Scotland Budget Statement - gov.scot.



https://www.gov.uk/when-mental-health-condition-becomes-disability
https://pmc.ncbi.nlm.nih.gov/articles/PMC10542667/
https://pmc.ncbi.nlm.nih.gov/articles/PMC10542667/
https://www.gov.scot/publications/scotlands-mental-health-wellbeing-delivery-plan-equality-impact-assessment/
https://www.gov.scot/publications/human-rights-impact-assessment-hria-mental-health-wellbeing-strategy-delivery-plan-workforce-action-plan/
https://www.gov.scot/publications/human-rights-impact-assessment-hria-mental-health-wellbeing-strategy-delivery-plan-workforce-action-plan/
https://syp.org.uk/young-voices-drive-change-at-2025-cabinet-takeover/
https://syp.org.uk/young-voices-drive-change-at-2025-cabinet-takeover/
https://www.gov.scot/publications/scottish-budget-2025-2026-equality-fairer-scotland-budget-statement/pages/6/
https://www.gov.scot/publications/scottish-budget-2025-2026-equality-fairer-scotland-budget-statement/pages/6/
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e The Local Government settlement provides grant funding to deliver a wide
range of services that are used by most people in Scotland at different points in
their lives. Area-based measures such as the SIMD are commonly used to
demonstrate that people living in more deprived areas have higher levels of
contact with a range of local government services, particularly in relation to
health, social care, housing, transport and community safety. Available evidence
consistently shows that lower-income households make greater relative use of
core local government services, with a number of intersections with equality
characteristics. While decisions on service design and spending priorities are for
individual local authorities, understanding who uses services provides important
context for assessing potential impacts at a national level.

e Education and skills: In addition to the impacts set out in Section 4.1 on
Eradicating Child Poverty, investment in the Scottish Attainment Challenge will
benefit children and young people living in the most deprived areas of Scotland,
and tackle the intergenerational transmission of poverty. It should have positive
attainment, health and wellbeing outcomes for groups of pupils at schools in
receipt of Pupil Equity Funding (97 per cent of schools). There is also a strong
link between additional support needs and poverty — across Scotland the
proportion of pupils with an additional need in Scotland’s most deprived areas is
almost double that in the least deprived areas.”®

e Justice: By funding a range of system-wide measures to prevent and reduce
crime and reoffending and ensure an effective system of civil law the budget
supports people from disadvantaged socio-economic backgrounds and with
relevant protected characteristics who may disproportionately experience issues
such as domestic fires, crime, and discrimination and harassment. Violence
prevention programmes target our least advantaged and most vulnerable
communities, while a range of community justice services aim to create safer
communities, through reducing and preventing reoffending. Improvements in the
prison estate are also likely to have a positive impact on people from the most
deprived areas, who are over-represented in prison arrivals by a factor of three.”

e Workforce reform will affect public sector staff, with proportionally greater
impacts on women, older workers (particularly in local government), and ethnic
minority staff (notably in NHS Scotland). Those at risk will have access to
redeployment opportunities, advice, and voluntary severance schemes where
appropriate. Frontline roles, such as primary teachers, midwives, nurses, and
police officers, will be protected, safeguarding some workforces with higher
proportions of female or male staff.

e There is a risk that reduced staffing, if not accompanied by effective service
redesign, could impact the effective functioning of the public sector as a whole.
However, the commitment to protect frontline roles, and the potential for a
reduction in wider workforce to free up resources for frontline services could have
a positive impact for equality, for fairness, and for consumers of public services.

70 Qutcome 5 - Education and skills - National Improvement Framework 2025: improvement plan -
gov.scot.

71 Scottish Prison Population Statistics 2023-24 - gov.scot.



https://www.gov.scot/publications/2025-national-improvement-framework-improvement-plan/pages/6/
https://www.gov.scot/publications/2025-national-improvement-framework-improvement-plan/pages/6/
https://www.gov.scot/publications/scottish-prison-population-statistics-2023-24/pages/population-in-flows/
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e A detailed Equality Impact Assessment will be undertaken for the Workforce
workstream of the PSR as outlined in the conclusion of the PSR Strategy Impact
Assessments, published July 2025. The Equality Impact Assessment will further
examine the implications covered above.”?

e In 2024, the Equality Impact Assessment and Fairer Scotland Duty assessment
found that the Public Sector Pay Policy promotes fairness by supporting the Real
Living Wage, applying progressive pay increases, and flexibility to address
inequalities. It benefits lower earners while restraining higher salaries to help
reduce the gender pay gap, and analysis showed no evidence of discrimination.
Additionally, measures such as the 35-hour week and No Compulsory
Redundancy policy further enhance equality and job security.

Above-inflation increases in Health spending, alongside investment in education and
an effective justice system, are expected to support the realisation of a number of
children’s rights, as set out in detail in Annex A. The CRWIA in Annex A also
contains further analysis of the impact of planned reductions in the public sector
workforce.

72 Scotland's Public Service Reform Strategy - Impact Assessments - gov.scot.



https://www.gov.scot/binaries/content/documents/govscot/publications/impact-assessment/2025/07/scotlands-public-service-reform-strategy-impact-assessments/documents/scotlands-public-service-reform-strategy-impact-assessments/scotlands-public-service-reform-strategy-impact-assessments/govscot%3Adocument/scotlands-public-service-reform-strategy-impact-assessments.pdf
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5. Evidence Used

5.1 What Evidence was Used

To understand the impacts of the 2026-27 Budget, SSR and IDP, we drew upon a
wide range of evidence, including:

e Portfolios’ own evidence. Portfolios were asked to carry out a strategic integrated
assessment across all five statutory duties: the PSED (and the related Scottish
specific duties); the Fairer Scotland Duty; the CRWIA; the Consumer Duty; and
the ICIA.

o Distributional analysis of tax, welfare and selected areas of resource spending.”®

e Impact database pilot, where portfolios scored the impact of a subset of Level 4
lines across all duties to provide a cross-government view of impacts, see Annex
B.

e Child poverty tagging pilot study, which attempted to identify spending most likely
to influence child poverty outcomes, see Annex B.

e Intersectional analysis pilot study, identifying where impacts may fall
disproportionately on people facing multiple, overlapping inequalities.

e Review of wider evidence, including evaluation findings, previous impact
assessments conducted by the Scottish Government, strategic integrated impact
assessments produced outwith Scotland, and other relevant external research.’

e Ministerial workshop held in November 2025 and subsequent Ministerial
discussions.

e Engagement with the OECD, NACWG, and EHRBAG, which helped shape the
integrated approach.

5.2 How Evidence was Used in the Process

The evidence gathered was actively used throughout the process to inform
assessment and decision-making for all three fiscal events.

e August — September 2025 (Phase 1): Evidence returned from the portfolio
commissions was considered alongside the development of initial portfolio
allocations.

e October — November 2025 (Phase 2): Portfolios identified top unfunded or
reduced resource and capital spending priorities with the most substantive
impacts across the statutory duties. This information was used to inform the
Ministerial workshop.

73 Scottish Budget 2026 to 2027: distributional analysis - gov.scot.

74 Draft Budget 2026-2027: Strategic Integrated Impact Assessment - Interim Assessment -
gov.wales.



https://www.gov.scot/binaries/content/documents/govscot/publications/research-and-analysis/2026/01/scottish-budget-2026-2027-distributional-analysis/documents/scottish-budget-2026-2027-distributional-analysis/scottish-budget-2026-2027-distributional-analysis/govscot%3Adocument/scottish-budget-2026-2027-distributional-analysis.pdf
https://www.gov.wales/sites/default/files/publications/2025-11/2026-2027-draft-budget-impact-assessment.pdf
https://www.gov.wales/sites/default/files/publications/2025-11/2026-2027-draft-budget-impact-assessment.pdf
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e December 2025 — January 2026 (Phase 3): Evidence was consolidated into
portfolio assessments, focusing on a small set of strategic decisions aligned with
the First Minister’s priorities, supported by assurance statements for each
statutory duty.

5.3 Future Developments

This year, we invested in new analytical tools to strengthen the evidence base
underpinning our overall assessment, including the pilot study activity set out in the
annexes and further development of the distributional analysis to look at changes
over the SSR period. In line with our commitment to continuous improvement, we are
taking forward a structured evaluation in 2026, informed by internal learning,
feedback from external stakeholders and evidence gathered from portfolios via
survey and focus groups. This will help us understand what worked well and what
did not, and ultimately inform our next steps which we will discuss with stakeholders,
including EHRBAG.
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Annexes

Annex A  Child Rights and Wellbeing Impact
Assessment

Child Rights and Wellbeing Impact
Assessment (CRWIA) for the Scottish
Budget 2026-27, the Scottish
Spending Review and the
Infrastructure Delivery Pipeline

Disclaimer

This document is a point in time assessment of the likely effects of the above-named
proposal on the rights and wellbeing of children and young people. This impact
assessment should be read in conjunction with other impact assessments prepared
for this proposal.

Scottish Government acknowledge the importance of monitoring and evaluating the
impact of strategic decisions and legislation on children’s rights and wellbeing. Any
information gathered during implementation of the legislation or strategic decision to
which the impact assessment relates, will be used to inform future determinations of
impact. Any new strategic decision or new legislation (including amending
legislation) would be subject to a new CRWIA in line with the legislative
requirements.
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Child Rights and Wellbeing Impact Assessment

1. Brief Summary
Type of proposal:

e Decisions of a strategic nature relating to the rights and wellbeing of children

Name the proposal, and describe its overall aims and intended purpose.

The proposals are the Scottish Budget Statement 2026-27, the Scottish Spending
Review (SSR) and the Infrastructure Delivery Pipeline (IDP), which together
represent decisions of a strategic nature relating, in part, to the rights and wellbeing
of children.

The Scottish Budget allocates public money but does not always direct how that
money should be spent, given that a significant share of decision-making is devolved
to local authorities. Local authorities have the autonomy to allocate budgets based
on local needs and priorities.

Start date of proposal’s development:

The Budget process is continuous and year-round but is informed by medium term
forecasts and priorities identified within the Programme for Government, which was
announced in Parliament on 6 May 2025. This year the Budget is accompanied by a
multi-year SSR and IDP.

The SSR sets out the planned trajectory for the public finances to 2028-29 for
resource spending, and to 2029-30 for capital spending and was published on 13
January 2026. The IDP sets out the infrastructure projects and programmes that will
be funded from the spending decisions made in the SSR and was also published on
13 January 2026.

Start date of CRWIA process:

14 October 2025.

2. With reference given to the requirements of the UNCRC
(Incorporation) (Scotland) Act 2024, which aspects of the
proposal are relevant to/impact upon children’s rights?

The realisation of children’s rights requires the mobilisation, allocation, and targeted
expenditure of public funds to deliver on a wide range of commitments. Therefore,
many aspects of the Scottish Budget 2026-27 Statement, the SSR and the IDP are
likely to directly and indirectly impact children and young people. The proposed
spend for each Ministerial portfolio will therefore impact on the extent to which
children’s rights can be adequately resourced and realised for the purposes of the
Scottish Ministers complying with Article 4 of the UN Convention on the Rights of the
Child (UNCRC) requirements (as incorporated into Scots law) in terms of achieving
sufficient public resources for the realisation of children’s rights.
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Decisions about budget allocations and multi-year capital and resource spending
plans have the potential to impact on all of the 42 substantive UNCRC Articles as
amended for incorporation into Scots law as ‘the UNCRC requirements’ in the
Schedule of the UNCRC (Incorporation) (Scotland) Act 2024. In addition, taxation
decisions as set out in the Budget Statement also have the ability to impact children
and young people.

3. Please provide a summary of the evidence gathered which
will be used to inform your decision-making and the content
of the proposal

Portfolio evidence. Portfolios were asked to carry out a strategic integrated
assessment across five statutory duties (Public Sector Equality Duty and the related
Scottish specific duties, Fairer Scotland Duty, Consumer Duty, Child Rights and
Wellbeing Impact Assessment (CRWIA), and Island Communities Impact
Assessment). Portfolios were also asked to assess a sample of Scottish Government
Division or Unit budget lines (Level 4) against relevant protected characteristics,
which included age.

Specifically, for the CRWIA, Portfolios were asked to consider whether changes to
their proposed budget lines (increasing, decreasing or remaining the same once the
effects of inflation or changes in demand have been taken into account) at Ministerial
Portfolio level (Level 2), Scottish Government Directorate level (Level 3), and if
necessary Scottish Government Division or Unit level (Level 4), had a potentially
positive, negative or neutral impact on children’s rights. If an impact was considered
to be negative, they were asked to assess whether that could result in a potential
incompatibility with the UNCRC requirements (as incorporated). The responsibility
for individual impact assessments for policy delivery sits with each policy team and
they would have been able to draw on any CRWIA produced for individual spending
decisions and any engagement with young people that had taken place at the policy
development stage.

Distributional analysis of tax, welfare and selected areas of resource spending was
also considered. This included analysis by different family type, including children -
specifically lone parents, large families and families with a child under one.

A Child Poverty tagging pilot was also undertaken, which attempted to identify
spending most likely to materially influence child poverty outcomes.

The analysis also drew on a review of wider evidence, including evaluation findings,
previous impact assessments conducted by the Scottish Government, strategic
integrated impact assessments produced outwith Scotland, and other relevant
external research.

A Ministerial workshop was held in November 2025 that included a focus on child
poverty, which allowed the cross-cutting cumulative impact of potential budgetary
decisions on children to be considered.

Engagement with the Organisation for Economic Co-operation and Development, the
National Advisory Council on Women and Girls, and the Equality and Human Rights
Budget Advisory Group helped to shape the integrated assessment approach
conducted this year in relation to the Budget 2026-27, the SSR and IDP.
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In addition, the Scottish Government has an ongoing commitment to making sure
that the voices of children and young people are heard at the highest levels of
Government. A key mechanism for this is annual meetings between children and
young people, the Scottish Government Executive Team (the senior leaders of
Government) and Cabinet (the First Minister, Deputy First Minister and all of the
Cabinet Secretaries). This year's Cabinet meeting with children and young people
(represented by members of the Children’s Parliament and the Scottish Youth
Parliament) took place in November 2025, prior to final budget allocation decisions
being taken and before the CRWIAs for the Budget Statement and for the Budget Bill
were finalised. At that meeting, members of the Scottish Youth Parliament
highlighted the key issues concerning young people as: ending gender-based
violence; investing in and protecting youth work services and increasing mental
health training and support. Members of the Children’s Parliament highlighted as
their ‘calls to action’: the climate crisis education; vaping; bullying and mental health
in schools.

4. Further to the evidence described at ‘3’ have you identified any
'‘gaps’ in evidence which may prevent determination of impact? If
yes, please provide an explanation of how they will be addressed

There were no gaps in evidence that prevented the determination of overall impact of
the Scottish Budget Statement 2026-27, the SSR or the IDP. However, as and when
decisions are made about the delivery of the commitments that are relevant to
children’s rights, further engagement with children and young people should be
carried out and, as the details of the proposals develop, individual CRWIAs will be
required in relation to relevant strategic decisions and proposed legislation at the
appropriate time.

5. Analysis of Evidence

The evidence collected suggests that the Scottish Budget Statement 2026-27, the
SSR and the IDP are likely to have an overall positive impact on children and young
people, with any negative impacts from individual policy decisions likely to be offset
by overall positive impacts and mitigations applied as necessary.

Overview

The resource allocations for the Budget and the Resource Spending Review
prioritise Health and Social Care and Social Security spending with above inflation
increases across all years, recognising the role of this spending in supporting living
standards, addressing inequality, and reducing poverty. These decisions also
support the realisation of children’s rights under UNCRC Articles 24, 26 and 27
which are, respectively the right to: the highest attainable standard of health and
access to healthcare services and facilities; benefit from social security (where
appropriate, taking into account the child and their parents’/guardians’ resources and
circumstances); and a standard of living which is adequate for the child's physical,
mental, spiritual, moral and social development.
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Taxation

We do not expect decisions on taxation to have a significant impact on children’s
rights. Decisions to freeze Higher, Advanced and Top Rate Income Tax thresholds
only affect taxpayers with earnings above the national average while the savings
from uprating the Basic and Intermediate Rate Income Tax thresholds are small as a
share of taxpayers’ income.

The impact of the Scottish Budget Statement 2026-27, the SSR and the IDP against
each government priority are set out below:

Eradicating Child Poverty

The substantial investment in this policy package, as set out in section 4 of the
Strategic Integrated Impact Assessment (SIIA) of which this CRWIA is an Annex, is
likely to strengthen access to a range of children’s rights, including those enshrined
in Articles 2 and 6(2) (as incorporated into Scots law) which are about: non-
discrimination, and ensuring to the maximum extent possible the survival and
development of children.

Policy measures addressing the three key drivers of poverty - funding inflationary
uplifts to benefits including the Scottish Child Payment; a universal breakfast offer;
maintaining funding for employability programmes, free school meals and
concessionary fares; and investment in affordable housing - also support access to
children’s rights, mainly through Articles 18, 23, 24, 26 and 27 of the UNCRC
requirements, which relate, respectively to: giving appropriate assistance to parents
and legal guardians, who have the primary responsibility for raising their children, to
assist parents and legal guardians in performing their responsibilities; the rights of
disabled children; the right to the highest attainable standard of health and access to
healthcare services and facilities, including through public authorities pursuing the
full implementation of this right by taking appropriate measures to combat disease
and malnutrition, including through provision of adequate nutritious food; the right to
benefit from social security (where appropriate, taking into account the child and their
parents’/guardians’ resources and circumstances); and the right to a standard of
living which is adequate for the child's physical, mental, spiritual, moral and social
development.

Safeguarding funding for Early Learning and Childcare and Colleges is expected to
have a positive impact on access to children’s rights under Articles 28 and 29 of the
UNCRC requirements, which are about the right of a child to education and rights in
relation to the aims of education, including that the education of a child should be
directed towards the development of every child’s personality, talents and abilities to
their fullest potential.

Investment into a ‘Summer of Sport’ is expected to have a positive impact under
Article 31 (the right to rest and leisure, to play and recreation, and to participate in
culture and the arts).

A full suite of impact assessments is being undertaken for the new Tackling Child
Poverty Delivery Plan.
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Growing the Economy

The policy decisions in Scottish Budget Statement 2026-27, the SSR, and IDP, as
set out in section 4 of the SIIA, contribute to: removing barriers to parental
employment, higher wages, job stability, and improved living standards. Therefore,
they have the potential to positively impact on access to rights in relation to Article 27
(the right to a standard of living which is adequate for the child's physical, mental,
spiritual, moral and social development). The increased availability of cultural
opportunities for young children through additional investment in the culture sector,
including additional funding for Creative Scotland, will positively contribute to access
to rights under Article 31 (the right to rest and leisure, to play and recreation, and to
participate in culture and the arts).

Tackling the Climate Emergency

While there is no right to a healthy environment under the UNCRC requirements,
feedback received from representatives of children and young people (Members of
the Children’s Parliament) has identified education on the climate crisis as an area of
concern for children and young people (see the evidence outlined in question 3).

Children’s rights are supported across this priority and therefore there is a potentially
positive impact related to spending on climate change action and nature restoration
in strengthening access to the right under Article 31 (the right to rest and leisure, to
play and recreation, and to participate in culture and the arts).

Ensuring High Quality and Sustainable Public Services

The above inflation increase in Health spending, specifically investment in primary
and community health services and mental health services ensures that the
Government can provide high quality healthcare, strengthening children’s access to
their rights in: Article 6 (the right to life and, to the maximum extent possible, to
survival and development); Article 12 (respect for the views of child); Article 24 (the
right to enjoyment of the highest attainable standard of health and access to
healthcare services and facilities); and Article 39 (recovery from trauma and
reintegration). The importance of mental health services to young people has also
been reflected in the six calls to action of the Children’s Parliament at the end of
2025.

Further investment in education, including through the attainment challenge and
additional funding for colleges, is expected to have a positive impact on access to
children’s rights in Articles 28 and 29, which are respectively about the right to
education and about the aims of education, including that the education of children
should be directed towards the development of every child’s personality, talents and
abilities to their fullest potential.
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Funding in the Justice and Home Affairs portfolio, and Local Government which will
continue to provide a range of services that support and protect vulnerable people
including children, such as police and community justice, and a range of initiatives to
better support victims and witnesses, including Bairns Hoose, the Victim Centred
Approach Fund, which will support an integrated, trauma-informed response for
those children who are victims of or withesses to abuse are likely to improve access
to rights in Articles 19 and 33: respectively, the duty of public authorities take all
appropriate legislative, administrative, social and educational measures to protect
children from all forms of violence, injury or abuse, neglect and bad treatment while
in the care of their parents or anyone else who looks after them; the duty of public
authorities to take all appropriate measures, including legislative, administrative,
social and educational measures to protect children from the illegal use of drugs.

6. What changes (if any) have been made to the proposal as a
result of this assessment?

The content of the Budget 2026-27 Statement, the SSR and the IDP have been
considered through the usual Cabinet process and updated to take account of
relevant inputs as the document and assessments have been developed. Monitoring
and evaluation of new and existing policies will be carried out during policy
implementation, with new evidence and adaptations considered as necessary.

Conclusion

7. As aresult of the evidence gathered and analysed against all
UNCRC requirements, what is the potential overall impact of this
proposal on children’s rights?

Positive. The substantial investment in the child poverty package and spending that
benefits all children — including on social security, measures to support families with
the cost of living such as the universal free breakfast offer or the Summer of Sport,
free school meals, early learning and childcare, and employability programmes -
alongside above inflation uplifts to Health and Social Security expenditure is likely to
be positive for child rights. This is likely to offset any negative impacts from
reductions and constrained growth in other portfolios, both in 2026-27 and beyond.

8. If you have identified a positive impact on children’s rights,
please describe below how the proposal will protect, respect,
and fulfil children’s rights in Scotland.

There are likely to be many positive impacts on children’s rights as a result of the
Budget Statement 2026-27, the SSR and the IDP, which would support access to the
rights in Articles 2, 6, 12, 18, 19, 23, 24, 26, 27, 28, 29, 31, 33, and 39.

9. If a negative impact has been identified please describe it below.

Is there a risk this could potentially amount to an
incompatibility?

In order to ensure that resources are redirected where they are needed most and
further advance equality of opportunity, some re-prioritisation of spend has been
required. This means that for some portfolios, funding has been reduced or has not
kept pace with inflation in 2026-27 or over the SSR period.
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As explained further below, while some negative impacts have been identified
against access to the rights in: Article 24 (right to the highest attainable standard of
health and access to healthcare services and facilities), Article 26 (the right to benefit
from social security (where appropriate, taking into account the child and their
parents’/guardians’ resources and circumstances), Article 27 (the right to a standard
of living which is adequate for the child's physical, mental, spiritual, moral and social
development), Article 28 (Right to education) and Article 31 (the right to rest and
leisure, to play and recreation, and to participate in culture and the arts), these are
not considered to be significant when considered against the mitigation in place.

No risks of potential incompatibilities with the UNCRC requirements (as
incorporated) have been identified across all portfolios as part of the impact
assessment for the Scottish Budget 2026-27 Statement, the SSR and the IDP.

Mitigation Record

What options have been considered to modify the proposal in order to mitigate a
negative impact or potential incompatibility?

Mitigating actions are set out below. As this assessment accompanies a draft
Budget, there is also an opportunity for the Scottish Parliament to consider any
proposed mitigations through the usual budget process for this year, and through the
annual budget process for subsequent years of the SSR period.

Issue or risk identified and relevant UNCRC requirement

Some risk of negative impacts in relation to access to rights under Articles 26, 27
and 31 have been identified from a reduction to the regeneration budget which is
being reduced from £62 million to £47 million. These programmes improve access to
services in disadvantaged communities. Resource funding has had a direct impact
supporting delivery of services including for example family support, children’s
activities, free meal provision, pre- and after-school care, affordable childcare, and
support for children disengaged from education.

Action Taken / To Be Taken

This reduction could be more than offset by £120 million of child poverty spending -
including on employability, transport, or whole family support. In addition, support for
free school meals has been maintained and a universal breakfast offer is being
made.
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Within the Deputy First Minister, Economy and Gaelic portfolio, the impact of this
reduction will be mitigated as far as possible from 2026-27 for resource budget
through investment in increasing the capacity of community organisations, increasing
the opportunities for diversifying income generation and reducing reliance on grant
funding. This alongside greater alignment of resource support to capital investment
supporting place-based community led regeneration will maximise the impact of the
available budget, which taken together will contribute to strengthening local
economies in disadvantaged places creating new jobs and economic opportunity. In
managing the reduced capital allocation from 2026-27, previous funding
programmes have been brought together into a single fund, reviewing longer-term
delivery to maximise the outcomes of the available investment budget. Additionally,
there are a range of other measures delivered through Scottish Government, UK
Government and by Local Authorities that deliver support for disadvantaged
communities which mitigate the budget reductions in this policy area.

Date action to be taken or was taken

Mitigating action will take effect from the next financial year (2026-27), should the
Budget Bill pass successfully through the Scottish Parliament.

Issue or risk identified and relevant UNCRC requirement

The published CRWIA on the strategic workforce position, which is to reduce the
devolved public sector workforce by 0.5 per cent per year on average, highlighted
both positive and negative impacts.”® The loss of employment could potentially
impact parents’ or carers’ ability to provide an adequate standard of living with a
potential negative impact on children’s access to rights in Article 27 (adequate
standard of living). Children are also users of public services including schools, early
learning and childcare, and paediatric healthcare which might impact their access to
rights under Articles 24 (health and health services), Article 28 (right to education)
and Article 31 (leisure, play and culture) if the workforce reductions impact service
delivery. However, the stated intention to protect frontline roles will reduce this risk.
Moreover, if delivered as intended, productivity gains and efficiencies will have
positive outcomes for children’s rights and wellbeing which will fully or partially offset
the potential negative impacts identified, through better joined up public services.

Action Taken / To Be Taken

For potential mitigations against workforce reductions in the public sector, parents
whose employment is at risk will have access to redeployment opportunities and
advice as well as access to voluntary severance schemes. The over-riding approach
will be on prioritising front line services, where possible which should provide some
protection for the services that children and young people access. Should there be
impact on service delivery, there are a number of mitigations already in place,
including the continued focus on tackling child poverty to help low-income families
with children under 16.

75 Child Rights and Wellbeing Impact Assessment (CRWIA) for the Public Sector Strategic Workforce
Position - gov.scot.
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Date action to be taken or was taken

Mitigating action will take effect from the next financial year (2026-27), should the
Budget Bill pass successfully through the Scottish Parliament.

10. As aresult of the evidence gathered and analysed against all
wellbeing indicators, will the proposal contribute to the
wellbeing of children and young people in Scotland

Safe: Yes
Healthy: Yes
Achieving: Yes
Nurtured: Yes
Active: Yes
Respected: Yes
Responsible: Yes
Included: Yes

If yes, please provide an explanation below:

Children’s rights and their wellbeing are intrinsically linked and mutually reinforcing.
The broad scope of the decisions made within the Scottish Budget Statement 2026-
27, the SSR and the IDP and resulting overall positive impact on children’s rights, in
turn contributes to a positive impact on children and young people’s wellbeing via
UNCRC Articles 2, 6, 12, 18, 19, 23, 24, 26, 27, 28, 29, 31, 33, and 39.

11. How will you communicate to children and young people the
impact that the proposal will have on their rights?

This CRWIA has been published as part of the SIIA on the Scottish Government
website (gov.scot). A separate CRWIA was produced for the Budget Bill when it was
introduced.

At the individual policy level, relevant teams will continue to ensure that children and
young people who engaged with the Scottish Government and highlighted their
priorities are made aware of both this CRWIA, and of the role and purpose of
CRWIAs in individual policy delivery.

Post Assessment Review and sign-off

12. Planning for the review of impact on children’s rights and
wellbeing

Ongoing monitoring of the impact on children’s rights of the various commitments in
the Scottish Budget Statement 2026-27, the SSR and the IDP will be undertaken by
the portfolios responsible for their delivery.
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13. Sign off

Policy Lead Signature & Date of Sign Off: Exchequer Analysis Unit, 9 January 2026
Deputy Director Signature & Date of Sign Off: Simon Fuller, 10 January 2026
Date CRWIA team first contacted: 04 August 2025
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Annex B Budget Tagging Pilot Studies

Pilot 1: Developing an Impact Database

Context

As part of our wider improvement programme, work has commenced to develop an
impact budget tagging database. Budget tagging is a tool used to assess an
individual budget measure (or budget line) and give it a ‘tag’ according to whether it
is helpful or not to specific objectives.”®

Portfolios were asked to use evidence to score the impact of a sample of 84 Level 4
budget lines on impacts for each relevant protected characteristic; socio-economic
disadvantage; consumer duty and islands on a four-point scale, for example:

e Portfolios gave a positive score to budget lines which lead to “an identifiable
disproportionate positive impact on those who share that characteristic.”

e Budget lines were rated as exceptional “if the area of spend has a significant
and very large disproportionate positive impact on those who share that
characteristic. This should be an exceptional impact, potentially at a national
scale, and supported by clear direct evidence, for example with a well evidenced
theory of change.”

The budget lines were selected by portfolios to include some of those with the most
substantive impacts but prior to final allocations being known. Their value is
equivalent to around £45 billion (or 66 per cent) of the 2026-27 Budget.

The impact database has the potential to develop a streamlined and transparent
analytical approach to assessing combined impacts across portfolios or across
relevant protected characteristics. The value and feasibility of the database are being
assessed, and a process evaluation will be published later in 2026.

Limitations and caveats

The analysis is subject to some significant caveats. Firstly, it is based on a sample of
budget lines and can therefore not be used to assess the totality of all budget
decisions. Secondly, the assessments are self-reported by portfolios, with some
central moderation. Further work will be required to ensure results are consistent and
reproducible year on year. Thirdly, the tagged lines are of significantly different
scales meaning that the relative weight of their impacts differs considerably. Finally,
as budget lines can fund a range of distinct activities, the scoring for each Level 4
budget line has been assessed in relation to those (sub) activities making the most
significant contribution. It may not be the case that all the spending in the budget line
has the impact as scored.

76 Green Budget Tagging - oecd.org.
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At this point the ‘scores’ are published to aid transparency, to show workings, and to
help explain how this analysis could be used in the future. They should be
considered experimental and subject to change. As such, the scores do not
represent the final view of the Scottish Government of the impacts of these budget
lines. Neither should the analysis be taken as a list of all the potential budget lines
that will have an impact.

Preliminary Findings

From the sample of 84 budget lines, 18 have been assessed as having an
‘exceptional’ impact in relation to at least one characteristic or other statutory duty.

Figure B.01 sets out these 18 budget lines. The value of the budget as set at the
2025-26 Autumn Budget Revision (ABR) is shown (bottom bar), alongside the
budget set in the 2026-27 Budget.””

This approach allows us to look beyond individual lines and instead assess the
bigger picture and overall trends. For example, when taken together, spending on all
lines rated as ‘exceptional’ (excluding Higher Education support due to comparability
issues) is increasing by £184 million, compared to the ABR.

The underlying database has been published alongside this document and sets out
the rationale for the ‘exceptional’ scorings.

7 1t should be noted that in some instances, comparison to the ABR can be misleading because of in-
year transfers. This applies, for example, to Higher Education Support (Tuition Fees Payments) where
ABR values have been excluded from Figure B.01. In some instances, reductions in spend can also
reflect a drop in service demand, the planned end of programmes, or rearrangement of spending
across Level 4 lines and portfolios. The fall in Migration Strategy reflects the movement of staff costs
budget to a different portfolio. Carbon Neutral Islands decrease reflects that access to capital funding
in 2026-27 will be through the National Islands Plan.
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Figure B.01: Spending on lines rated as having “exceptional” impacts on listed
characteristics (2026-27 Budget and 2025-26 ABR, £ million)”®

Race - Equality, Inclusion and Human Rights : Refugees and
Resettlement

Islands - Islands Plan:Islands Plan

Islands - Islands Plan: Carbon Neutral Islands

Sex - Victim/Witness Support : Support for Victims and Witnesses

Pregnancy/maternity - Tackling Child Poverty and SocialJustice :
Baby box

Disability - Health and Social Care: Mental Health services

Age - Concessionary Fares and Bus Services : Concessionary Fares

Higher Education Student Support : Student Support and Tuition Fee
Payments

Socio-economic - Scottish Funding Council : College Operational
Expenditure

Socio-economic - Tackling Child Poverty and Social Justice : Social
Justice

Socio-economic - Social Security Assistance : Scottish Child
Payment

Socio-economic - Safer and Stronger Communities : Safer
Communities

Socio-economic - Regeneration : Regeneration Programmes

Multiple - Equality, Inclusion and Human Rights : Migration Strategy

Multiple - Employability : Employability and Workforce Skills

Multiple - Employability : Fair Work and Labour Market Strategy

Multiple - Equality, Inclusion and Human Rights : Equalities

Multiple - National Records of Scotland : Other Running Costs

W 2026-27 Draft Budget

8 The College Operational Expenditure Line has been combined with the College Operational Income

line in the Figure to show the net effect.
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Pilot 2: Child Poverty Tagging

Context

Building upon our work with the Organisation for Economic Co-operation and
Development (OECD) on gender budgeting, published alongside last year’s Budget,
the Scottish Government initiated a pilot programme to explore how intersectional
gender budget analysis could be more systematically embedded within the Scottish
Budget process.”®

At the time of the pilot study, the absence of agreed national gender goals and an
associated outcome framework limited the feasibility of applying gender tagging
across the Budget. Child poverty was therefore selected as a test case through
which to explore the practical application of this approach.

Child poverty is also closely linked to women’s poverty and wider gender inequality.
Women are more likely to be primary caregivers, to experience interrupted labour
market participation, to undertake unpaid caring roles, and to be over-represented in
lower-paid and insecure work. As a result, policies aimed at reducing child poverty
can have significant effects on women’s economic security, while poverty
experienced by women often manifests through household and child-related
outcomes.8°

However, it is important to note that the pilot analysis does not seek to treat child
poverty analysis as a proxy for intersectional gender analysis. Further work to
strengthen the gender focus of child poverty policy, including through the
development of the delivery plan, is underway.

The selection of child poverty also allowed the pilot study to focus on a cross-cutting
outcome spanning multiple portfolios, responding directly to the OECD
recommendation to move beyond siloed, portfolio-level analysis.

Methodology

The child poverty tagging pilot study was applied to internal budget data currently
available within the Scottish Budget process. This is more granular than the
published Level 4 lines and includes 1,026 individual programme lines.

9 Organisation for Economic Co-operation and Development - gender budgeting pilots: evaluation
report - gov.scot.

80 Tackling child poverty — progress report 2024-2025: annex b — focus report on gender and poverty -
gov.scot.
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https://www.gov.scot/publications/oecd-gender-budgeting-pilots-evaluation-report/
https://www.gov.scot/publications/tackling-child-poverty-progress-report-2024-25-annex-b-focus-report-gender-poverty/
https://www.gov.scot/publications/tackling-child-poverty-progress-report-2024-25-annex-b-focus-report-gender-poverty/
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In contrast to the impact database pilot, this pilot study adopted a more centrally co-
ordinated approach. Exchequer Analysis led the design of the tagging exercise,
including the development and application of tagging parameters and the collation
and management of data. The portfolio budget line data did include self-assessed
impact on child poverty; however, the parameters applied in the pilot tagging process
were significantly more rigorous and detailed. Once initial tagging had been
completed the tagging underwent quality assurance and final judgements were made
in collaboration with child poverty colleagues. This approach was adopted to test
whether a consistent, analytically led application of tagging parameters could be
achieved across the whole budget.

A structured tagging framework was developed in collaboration with the child poverty
analytical team to support consistent assessment across all budget lines. The
parameters were designed to go beyond headline judgements of impact and to
capture the pathways through which spending might influence child poverty
outcomes. For each budget line, the framework assessed whether impacts were
direct or indirect; which primary and secondary child poverty drivers were engaged
(income from employment, cost of living, social security and benefits, or other
defined drivers); which population groups were targeted; and the expected timeframe
over which impacts were likely to materialise, distinguishing between short-term,
medium-term and longer-term impacts. Analysts assessed the strength of the
available evidence underpinning claimed impacts, categorising this as robust,
moderate, limited or absent, and recorded evidence sources and links where
available. Evidence was drawn from evaluations, statistical analysis, modelling and
published research, though in many cases the quality and specificity of evidence was
constrained by the limited detail available within budget documentation.

Based on these parameters, each budget line was assigned to an overall impact
category: high, medium, low, no evidence of impact, or not taggable. These
categories were defined using explicit criteria relating to scale, targeting, coverage,
strength of evidence and the likelihood of achieving meaningful reductions in child
poverty. A narrative rationale was recorded for each tag to document key
assumptions, limitations and analytical judgement, particularly where budget lines
were composite in nature or where impacts were indirect or enabling.

Analytical judgements were subject to review through an expert group, providing an
additional layer of challenge and quality assurance. This process supported
consistency, helped identify areas where tagging was particularly sensitive to
interpretation, and informed refinement of the parameters as the pilot study
progressed.

The pilot study was explicitly designed as a first step to test proof of concept rather
than as a definitive assessment of the child poverty impact of the Scottish Budget. Its
primary purpose was to assess whether tagging could be applied at scale across the
full budget, and whether it could help identify a subset of spending lines with
potentially high and direct impact on reducing child poverty.
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To explore the practical usefulness of the tagging outputs, the results were combined
with emerging budget allocation information for 2026-27. This enabled an indicative
assessment of the extent to which identified high impact areas appeared to be
funded, under pressure, or potentially at risk as part of the decision-making process.
This analysis was used to support early strategic discussion rather than to provide
detailed recommendations, and to test whether budget tagging could offer Ministers
a clearer, structured view of where some of the strongest child poverty levers sit
within the overall Budget.

Emerging findings

In this report, we focus on a subset of budget lines assessed as having a high and
direct impact on reducing child poverty. Rather than being concentrated within a
single portfolio or policy area, these high-impact lines span multiple portfolios and
cluster around a small number of primary child poverty drivers.

e Social security and household income support: The largest share of high-
impact spend relates to demand-led social security assistance, including total
benefits expenditure and the Scottish Welfare Fund. These lines primarily target
low-income households with children and have a direct and immediate impact on
household income. Funding levels are largely driven by forecast demand, with
allocations initially set in line with Scottish Fiscal Commission forecasts.

e Income from employment and parental employability: A second cluster of
high-impact spend relates to employability and parental labour market
participation, including programmes such as No One Left Behind and the Child
Poverty and Parental Employability Support Fund. These lines generally target
households with children either universally or through eligibility criteria, and aim
to support sustained movement into fair and sustainable work. Impacts are
typically expected to materialise over the medium term and are sensitive to wider
labour market conditions.

e Early learning, childcare and early intervention: Several high-impact lines
relate to early learning and childcare (ELC), school-age childcare and early
intervention services, including ELC expansion, Real Living Wage (RLW)
commitments in commissioned ELC services, school-age childcare provision, and
the Children, Young People and Families Early Intervention Fund. These lines
primarily operate through reducing household costs and supporting parental
employment, with impacts ranging from short- to longer-term depending on the
intervention.
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Reducing school-related costs and supporting attainment pathways: High-
impact spend also includes interventions that both reduce the immediate costs
associated with raising children and support longer-term poverty reduction.
Measures such as free school meals (FSM) (including holiday provision) and
school clothing grants directly reduce the cost of the school day for families with
children. These interventions are generally well targeted at low-income
households and can have relatively immediate impacts on financial pressure and
material hardship. In addition, a number of high-impact budget lines relate to
educational attainment and local authority resource grants, including funding
specifically aimed at closing the poverty-related attainment gap. While the
impacts of these measures on child poverty are often more indirect, they were
assessed as high impact where there was strong evidence of sustained
investment focused on children in low-income households and a clear link to
longer-term pathways out of poverty.
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Table B.01: High-impact programmes identified through the Child Poverty
Budget Tagging pilot study

Programme

Description

Primary child poverty driver

Total benefits expenditure

Demand-led devolved social
security benefits

Social Security and Benefits

Scottish Welfare Fund

Crisis and community care
grants via local authorities

Cost of Living

Tackling Child Poverty

Core child poverty
programmes and delivery

Social Security and Benefits

Pathfinders (Fairer Future
Partnerships)

Place-based system change
to tackle child poverty

Multiple drivers

Advice Services providing
welfare advice

Welfare and debt advice
services

Multiple drivers

No One Left Behind

National employability
programme

Income from Employment

Child Poverty / Parental
Employability Support
Fund

Targeted employability
support for parents

Income from Employment

Children, Young People
and Families Early
Intervention Fund

Early intervention and
prevention

Multiple drivers

costs

ELC expansion — Funded ELC expansion Cost of Living
programme budget

RLW commitment for ELC | Real Living Wage for Cost of Living
staff commissioned ELC services

School Age Childcare — School age childcare Cost of Living
programme budget provision

School Age Childcare — Holiday childcare provision | Cost of Living
holiday provision

FSM — holiday provision Holiday food provision Cost of Living
FSM — Scottish Child Targeted FSM provision Cost of Living
Payment eligible P6-P7

School Clothing Grant Support with school clothing | Cost of Living

Raising Attainment

Poverty-related attainment
funding

Multiple drivers

Raising Attainment (local
authority resource grant)

Local authority resource
funding

Multiple drivers

Education Maintenance
Allowance

Financial support for young
people

Social Security and Benefits

Affordable Housing Supply
Programme (capital)

Enabling delivery of
affordable housing

Cost of Living
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Limitations and caveats

This pilot study was intentionally designed as a proof of concept exercise, and its
findings should be interpreted in light of a number of important methodological and
contextual considerations:

e Granularity: The analysis was constrained by the level of granularity available
within the dataset. Many budget lines encompass multiple activities, including
delivery, administration and enabling functions. In these cases, it was often not
possible to disentangle the proportion of spend directly contributing to child
poverty outcomes from spend that supports the system functioning more broadly.

¢ Quality of information: The quality and completeness of information available to
support tagging varied substantially across budget lines. In many cases, only a
brief description of the purpose of the spend was available, with limited detail on
delivery mechanisms, beneficiary groups or expected outcomes. This constrained
the ability to assess pathways to impact, particularly for indirect or enabling
spend, and required analysts to exercise judgement in the absence of
comprehensive evidence. Where evidence was weak, outdated or unavailable,
this was reflected in lower evidence strength ratings and, in some cases, in
conservative impact tags or classification as not taggable.

e Subjectivity: Although the tagging parameters were designed to promote
consistency, a degree of subjectivity is unavoidable when assessing complex and
multi-purpose public spending. This was particularly evident in relation to indirect
impacts, administrative and staffing costs, and system-level investments such as
analytical functions, commissions or infrastructure.

e Scale vs. intensity: Some budget lines were found to have potentially strong
impacts on very small or specific populations, such as refugees or families facing
acute crisis, while others had weaker individual impacts but reached large
segments of the population. The tagging framework was not designed to produce
a single composite measure that resolves this tension, and judgements about
overall impact necessarily involved weighing these dimensions in a qualitative
way.

In advance of any future iteration or wider application, the pilot study outputs will be
shared with portfolios for review. This will support sense-checking of tagging
judgements and associated rationales, enable portfolios to provide additional
evidence and contextual detail, and inform refinement of the tagging framework.
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Annex C Intersectional Analysis Pilot Study Results

As part of this year’s budget process, portfolios were asked to take part in a pilot
exercise gathering evidence on intersectional gender impacts, using the example of
minority ethnic women. This built on research published at the end of 2024 on the
experiences of minority ethnic women living in Scotland. 8"

Drawing on the approach set out in guidance on budget decisions, developed in
conjunction with the Equality and Human Rights Budget Advisory Group, portfolios
were asked to consider four issues in relation to minority ethnic women — the
outcomes expected to be achieved by the portfolio budget, what we know about
existing inequalities, potential impacts of budget changes, and plans for evaluation.8?
This exercise will be evaluated as part of a wider process evaluation in early 2026.

This annex highlights some of the evidence gathered from across the portfolios.

Outcomes for minority ethnic women the portfolios are aiming to
achieve

Many of the outcomes are not necessarily exclusively targeted at minority ethnic
women, but they are one of a number of groups who are expected to benefit. For
example:

e Within the Social Justice portfolio, the Equality and Human Rights Fund
contributes to eight long-term outcomes, all of which are relevant to improving the
outcomes for minority ethnic women, such as greater awareness and better
remedy of rights, and stronger participation. Other programmes include Equally
Safe, Fairer Futures Partnership, Tackling Child Poverty and the Equality
Evidence Strategy.

¢ In Health and Social Care; the race equality framework tackles physical and
mental health, while the Women’s Health Plan is informed by evidence, and an
intersectional approach, and aims to benefit all women. In relation to mental
health, minority ethnic women are considered to be an “at risk” group and the
Adult Communities Mental Health and Wellbeing Fund continues to support
tackling social isolation and loneliness. Investment in Community Health Workers
for the Gypsy/Traveller community aims to improve outcomes for the
Gypsy/Traveller community.

e In Justice and Home Affairs, outcomes include keeping communities safe, secure
and resilient, and for women and girls to be safe, respected and live free from all
forms of violence and exploitation.

e Education outcomes included those relating to educational participation and
segregation, and the need for childcare, while Transport outcomes included fair
access to services, including minority ethnic women.

81 Minority ethnic women's experiences in Scotland 2024: intersectional evidence review - gov.scot.

82 Tackling inequality: guidance on making budget decisions - gov.scot.



https://www.gov.scot/publications/intersectional-evidence-review-minority-ethnic-womens-experiences-scotland-2024/
https://www.gov.scot/publications/improving-peoples-wellbeing-6-key-questions-ask-making-budget-decisions/
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e In Economy, outcomes included those relating to fair work, payment of the Real
Living Wage, encouragement of employers through the anti-racism employment
strategy, and entrepreneurship through the Pathways Fund.

What is known about existing inequalities of outcome for minority
ethnic women

Research on the experiences of minority ethnic women in Scotland found that
minority ethnic women experience discrimination, racial prejudice and bias in
recruitment, education, training and development, pay, under-employment,
workplace culture, and their caring responsibilities.®* Minority ethnic women may
face barriers to feeling included in conversations that impact their pay and working
conditions or other areas that impact collective agreement or perceived employee
voice.

The above research also highlighted inequalities in relation to education, financial
hardship during the pandemic, experiences in accessing healthcare, connections to
and representation in communities, as well as violence, safety and experience of
harassment and discrimination.

Other sources, including that gathered from portfolios, note for example that:

e Both women and minority ethnic groups have higher rates of economic inactivity
compared to men and white ethnic groups.84

e In 2022, the gap between male and female employment rates for minority ethnic
groups was 8.0 percentage points, showing that minority ethnic men have a
higher employment rate than minority ethnic women. In comparison, this gap was
only 3.1 percentage points between white women and white men .8

e In 2019, the median hourly pay for employed minority ethnic women was £9.66
and for employed white women was £11.53, amounting to an ethnicity pay gap of
16.2 per cent.®8

e Children in the Scottish Government “priority groups” are more likely than
average to be in relative poverty.8” Minority ethnic families make up one of the
priority groups, and 37 per cent are in relative poverty.88

83 Minority ethnic women's experiences in Scotland 2024: intersectional evidence review - gov.scot.

84 Scottish Government: Scotland's Labour Market Insights: April 2024 - gov.scot.

8 The NPF indicator ‘Gender balance in organisations’ examines minority ethnic women’s and
minority ethnic men’s employment rates. Minority ethnic women's experiences in Scotland 2024:
intersectional evidence review - gov.scot.

86 |_abour Market Statistics for Scotland by Ethnicity, January to December 2021 - gov.scot.

87 The Priority Family Types concept is used as a lens when gathering evidence and to guide policy
development. Priority families make up the majority of households with children in poverty, and they
are most at risk of falling into poverty.

88 Child poverty: evidence in policy making - gov.scot.
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https://www.gov.scot/publications/child-poverty-evidence-in-policy-making/pages/presentation/
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Impacts of potential budget decisions upon minority ethnic women

This was a pilot exercise to explore the value and feasibility of this approach.
Information was requested from portfolios in summer and autumn 2025, prior to final
allocations being known.

While many budget measures will benefit this group, some are expected to have a
disproportionately positive impact:

e The package of measures to prioritise the eradication of child poverty (see
Section 4.1 on Eradicating Child Poverty).

e Continued funding for victim and witness support.

e Maintaining funding in the Employability programme.

Plans for evaluation of impacts

Evaluations have either been commissioned, or evaluation frameworks are being
developed for many of the programmes and activities highlighted by portfolios. In
some cases the impacts for minority ethnic women will be assessed, including, for
example, for school-age childcare. Additional, bespoke intersectional analysis on
minority ethnic women will also be undertaken in addition to the routine monitoring
Transport Scotland undertakes, subject to robust data being available.

Other portfolios highlighted that to evaluate the impact of budget decisions on this
group, future evaluations should incorporate intersectional data collection and
analysis, including demographic breakdowns of beneficiaries and barriers to access.
Engagement with minority ethnic women and representative organisations would
also strengthen qualitative understanding of lived experience and help shape
inclusive delivery.
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