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What we do

Working to ensure transitions to mid-century net zero targets
deliver sustainable and equitable prosperity.
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CEP approach

 The Centre for Energy Policy (CEP) is a multi-disciplinary hub that facilitates research,
knowledge exchange and policy engagement on energy and climate issues.

» |n particular, CEP has expertise in modelling for wider economy scenario analyses to
Investigate how different actions and options are likely to impact across the wider economy, how
and where value is generated and to which sectors and regions it accrues.

» Our research portfolio cuts across various aspects such as improving residential energy efficiency,
enabling the electric vehicle (EV) roll-out, decarbonisation of heat, hydrogen production from
marine renewables and deploying carbon capture, utilisation and storage (CCUS) involving
applied examples for the UK national and/or devolved and regional economies but all set in a
wider public policy context

« Collaborating with engineers and industry on technical challenges and scenarios, and with other
social scientists
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Research questions on our UKCCSRC project (ends June 2023)

The central focus is the key issue of jobs displacement across different sectors of
the economy. The project addresses two core research guestions:

1. What are the key drivers and mechanisms governing net employment,
wage, and wider cost outcomes of investing in and delivering CO,
transport and storage projects both for CCUS-relevant industries and across
all other sectors of the economy in different near, medium, and longer- term
timeframes? (Policy brief 1)

2. How can understanding of these key ‘moving parts’ inform potential policy
solutions to alleviate the impacts of persisting labour supply constraints and/or
cost and price pressures thereof under different circumstances and
timeframes? (Policy brief 2 — planned June 2023)
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Policy Brief:
Integrating CCUS services into the UK economy: the challenge
of persisting labour supply shortages and constraints

Greater understanding is urgently required as to how current and likely persisting labour market
challenges may impact the deployment and operation of CCUS projects across the UK’s regional
industry clusters.

1. Considering how UK labour market challenges emerge from an effective national labour
supply constraint, characterised by both skills and headcount shortages,

« triggering wage competition across major Net Zero and other infrastructure projects,
* rippling out to affect all sectors of the economy

2. How these challenges manifest in the context of investing and deploying new CO2 Transport
and Storage (T&S) industry activity,

« linking some initial economy-wide scenario simulation work to the Track 1 clusters
announced in late 2022 (East Coast and Hynet).
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1. Key drivers and mechanisms governing employment, wage and wider cost outcomes
BROAD MITIGATION/TRADE-OFFS
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2. How are such labour market challenges and outcomes likely to
Impact the deployment and operation of clustered CCUS projects?

To illustrate the impact that the persisting UK labour supply constraint could have
on the wider economy outcomes of investing and operating a new CO2 T&S
Industry in the Track 1 clusters announced in 2022, we have run some initial
scenario simulations using our economy-wide model of the UK.

We have estimated that:

« this will involve an upfront investment of £2.208million spread over the 3-year
period between 2023 and 2025 to build capacity that supports an
output/demand level of £662million per annum.

« The new T&S industry is operational from 2026, involving direct employment of
290 full-time equivalent (FTE) employees.
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UK GDP and total FTE employment under different broad funding

models

« All track 1 clusters developing
at the same time

« Constrained labour supply

« Competition from different
clusters for the same pool of
labour

» This creates significant wage
pressures

« And affects the wider economy
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Figure 2. Net impacts (% change) over time on UK GDP and employment of introducing new CO,
T&S industry activity to service the Track 1 clusters
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Sectoral FTE employment impacts during concentrated economic
activity years (2023-2025)

Figure 3. Impacts on sectoral (full-time equivalent, FTE) employment between 2023 and 2025 of
introducing the CO, T&S industry to service the Track 1 clusters
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Long-term sectoral FTE employment impacts (2035) —
deficit funding case

Figure 4. Impacts on sectoral (full-time equivalent, FTE) employment by 2035 of introducing the
CO, T&S industry to service the Track 1 clusters - deficit funding case
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Conclusions

« Limited ‘green growth’ could be realised through the deployment of a UK T&S
iIndustry.

* Much will depend on how the industry is funded and sources of demand going
forward.

« Generally, UK labour supply shortages will impact through wage pressures and
displacement of employment across sectors.

 However, if CCUS development activity takes place over a longer period, these
pressures will be smaller in magnitude.

« Important to note that our analysis here abstracts from the additional pressure of
other net zero and infrastructure projects.
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Thank you!

For any further questions please contact:

christian.calvillo@strath.ac.uk
antonios.katris@strath.ac.uk

https://www.strath.ac.uk/humanities/centreforenergypolicy/
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