‘OILCHANGE o2

I N ERNATI ON AL

UP FOR GRABS:

How to raise over £6 billion to support
a just transition for North Sea workers




DELIVERING A JUST TRANSITION
FOR NORTH SEA WORKERS

The Labour Party promised to make Britain

a clean energy superpower, “rebuilding the
strength of our industrial heartlands and coastal
communities, creating hundreds of thousands of
jobs”! during the election. As yet they have not
delivered, but they still can.

The United Kingdom can raise the public funds
needed to pay for a fair and orderly transition
of North Sea oil and gas workers as part of

the green energy transition. The government
could mobilise GBP 6.7 billion per year
through a series of readily available measures
that could fund an emergency package of
support for North Sea workers. That is 3.5
times the estimated £1.9 billion per year needed
for an emergency package for oil and gas
workers. Current policies from the government
to prioritise their self-imposed fiscal rules

over the needs of real people are a political
choice, rather than reflecting the reality of the
economic levers available to them. By funding
a just transition the government would not only
meet its manifesto promises, but also address
unemployment, deliver economic prosperity,
and set a gold standard example for other
countries to follow in support of a just phase-
out of oil and gas.

The £6.7 billion figure is far from exhaustive,
as shown by research by Patriotic Millionaires
and Tax Justice UK that outlines how the
government could raise over £60 billion

per year for public services?. It is possible

for the government to raise these funds as
demonstrated by the mobilisation of £310-410
billion during the covid crisis3.

The current situation for North Sea workers,
with increasingly insecure working conditions
and redundancy processes already underway
as the basin declines, is a crisis. The pace and
ambition of current policy is not enough to
support a just transition, and leaves workers at
the mercy of profit-driven private oil and gas
companies that don’t care about protecting or
supporting workers.

The government must use the upcoming
Comprehensive Spending Review to activate
the below measures and unlock public money
to support workers through an emergency
package of £1.9 billion per year until 2030. This
should go toward:

@® £1.1 billion per year to develop permanent,
local jobs in public and community-owned
wind manufacturing;

@® £440 million of further investment each year
for ports to support the buildout of offshore
wind, so the government can take equity
stakes in port upgrades as critical national
infrastructure;

@® £355 million per year to develop a dedicated
training fund for offshore oil and gas
workers?.

THE UK CAN RAISE OVER
£6 BILLION THROUGH READILY
AVAILABLE MEASURES

The government could easily raise £6.7 billion
per year through the measures below to fund
the emergency package for workers.

Make Polluters Pay: Convert the temporary

Energy Profits Levy (EPL) into a permanent,

predictable, and fair tax on Big Oil — at least
£2 billion annually.

The government’s 2024 update to the EPL is
a welcome and necessary step that must be
strengthened and made permanent to ensure
polluters pay their fair share of climate costs.
First, it should be supplemented with a Climate
Damages Tax on oil and gas production that
could raise £2 billion per year on average until
2030 and provide more predictable revenue
than the EPL can alone.® Second, the current
EPL should be extended past 2030 to ensure
that excessive oil and gas profits from future
shocks are captured.® These amendments can
be easily integrated into the current Treasury
process to design a permanent mechanism to
replace the temporary EPL.

Close Tax Loopholes: End the carried interest
capital gains loophole — £490 million per year.



In its manifesto, the government promised

to end the £565 million per year ‘carried
interest’ loophole in the UK’s Capital Gains

Tax (CGT) which allows private equity fund
managers to pay a far lower tax rate on their
investment income than regular income taxes.®
The Chancellor has since rowed back on this,
proposing a small increase that the exchequer
estimates will only raise £75 million per year.®
Keeping the full promise would raise much-
needed finance, improve income inequality, and
prevent further fossil fuel lock-in given private
equity funds are making outsized investments
in fossil fuels.’ CenTax has calculated that
reforming CGTto ensure other kinds of
investment income are also taxed at the same
rate as other income would raise an additional
£12 billion annually.”

Stop Funding Fossils: Redirect producer
subsidies for fossil fuels — £3.2 billion per year.
Subsidies for the activities of fossil fuel
producers - such as tax relief for investments
in extraction, new fields, and decommissioning
- should be removed as these are incompatible
with the UK’s climate goals. Such relief is

also unnecessary as the fossil fuel industry
remains highly profitable with oil and gas firms
making on average USD 5 billion in annual
profits from UK oil and gas production over
the last 30 years.”” OECD data indicates that
the Treasury’s average support to fossil fuel
producers over 2020-2023 was £3.2 billion per
year, creating an opportunity to redirect this
subsidy to workers and communities instead.”™
This is a modest first step that does not include
the removal of significantly larger subsidies

to fossil fuel use (£20.1 billion per year on
average from 2020-2023). While the removal
of production subsidies should remain the first
priority, subsidies for fossil fuel use could also
be redirected to more effective measures to
fight energy poverty and support households
through the cost-of-living crisis, such as
targeted support for vulnerable households for
home retrofits and heat pumps.'#

Retool the National Wealth Fund (NWF):

Give the NWF a mandate to raise its own funds
through bonds and support just transition
priorities — at least £1 billion annually in grant-
based or highly concessional finance.

The government could empower its new NWF
to raise much more finance by allowing it to

use its capital as equity to issue its own bonds.
Based on the model of Germany’s state-owned
bank, Kreditanstalt fir Wiederaufbau (KfW),
this would raise an estimated £18 billion per
year for public investments over the next
decade.”® In comparison, the UK government
estimates its current plan for NWF will generate
only £7.8 billion in investment per year.'® Issuing
green bonds on private markets for the NWF

to directly invest in projects will allow more
control to ensure public priorities are supported
compared to the currently proposed approach
of the NWF investing in individual transactions
at favourable rates to make them more
attractive to private financiers.” This ‘de-risking’
approach is less predictable as it depends on
the often short-term priorities of private sector
investors. For example, the NWF’s predecessor
UK Infrastructure Bank used this approach but
failed to ever invest its full yearly budget due
projects falling through when they could not
attract private financiers.'®

In addition, the NWF should be given a mandate
to pursue cross-subsidisation, using dividends
from relatively lucrative projects to provide

fair funding for critical just transition projects
that cannot or should not generate profits like
funded retraining for workers moving away
from fossil fuel jobs. Based on peer institutions
with similar portfolios, we estimate £1 billion
per year in grant-based or highly concessional
finance could easily be provided, with much
more available on top of this on more standard
investment terms from the bond issuance
proposal above. To ensure the raised funds are
used effectively, including to support a just
transition for workers, the government should
ensure strong representation from trade unions
and wider civil society on all governing bodies
of the NWF.

As shown in this briefing, there are a number
of revenue raising measures available to the
government to ensure there is public money
available to support a just transition for oil
and gas workers. All that is needed now is the
political will to pull the levers.
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