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Our ambition is to provide investors and other stakeholders with a clear sense of ‘what good looks
like’ in terms of the just transition, turning high-level recognition into practical action.
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different asset classes. Here, the project comes at a time of growing policy and market interest in
place-based investing. The project will conclude with recommendations for both local and national
reforms that would ensure that the goal of a just transition is embedded in the financial system. It will
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to identify how these institutions can link the just transition with the needs and preferences of their
ultimate savers and beneficiaries.
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Executive summary
The just transition offers investors in the UK a strategic opportunity to connect climate action
with positive social impact across the country. This report sets out the initial findings of a
project designed to identify how this opportunity can be realised, with a regional focus on
Yorkshire and the Humber.
The just transition is rapidly emerging as an essential element in the successful transition to a
resilient zero-carbon economy. This rise to prominence was marked at the COP24 climate
conference in 2018 by the adoption of a just transition declaration signed by 53
governments, including the UK’s, and support for an investor statement backed by over 100
institutions with more than US$6 trillion in assets – more than 20 of which are based in the UK.

Five elements are needed for investors to play their role in the just transition as
stewards of assets, allocators of capital and shapers of the financial system:
1. Understanding the just transition
The just transition starts from a focus on ensuring that actions to tackle climate change also
take account of core social priorities, such as distributional effects and the ways in which
decisions are made. For decision-makers, this translates into the following questions:


Who is affected? The just transition starts with a focus on workers, but also includes
spillover implications for communities, consumers and citizens. It has strong
connections with the respect for human rights, a priority for investors.



What are the thematic priorities? In the UK, this translates into four thematic priorities,
making sure that first, clean growth is inclusive; second, that decarbonisation is
responsible; third, that resilience is delivered with fairness; and fourth, that there is a
focus on place-based development where these priorities come together.



Why should investors get involved? For investors, the just transition connects the
environmental and social dimensions of responsible investment. It provides a better
understanding of systemic risk, it is consistent with fiduciary duty, it points to material
value drivers, helps to uncover investment opportunities, and enables investors to
contribute to societal objectives such as the Paris Agreement on climate change
and the Sustainable Development Goals.



What are the dilemmas? It is important to be open about the dilemmas that the just
transition raises. These include: will it delay action or add complexity? However, the
reality that the just transition is often a tough issue makes it important to take initial
steps and build confidence.

2. Sizing the scale of the challenge
Looking at the broad implications for workers, we estimate that around one-fifth of current
jobs (21%) in the UK have skills for which demand could grow in the green economy or
which could require reskilling. This is equivalent to more than 6 million people. Around 10%
of workers have skills that could be in more demand, while 10% are more likely to need
reskilling. Importantly, this does not mean these jobs will be lost; rather that this is where
particular attention will be needed. Construction (30%), transport (26%) and manufacturing
(17%) are the sectors that could require greatest reskilling. The East Midlands, West
Midlands, and Yorkshire and the Humber are the three regions with the highest proportions
of jobs that could be exposed to the transition. These estimates offer a first order of
magnitude and raise questions for future inquiry in terms of the timing of change, the
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balance between large and small employers, the age, gender and ethnic dimensions, as
well as the spillover implications for communities.
3. Exploring the policy and market context
The UK has a long-standing climate policy framework and clean growth is now one of the
‘grand challenges’ set out in the Government’s Industrial Strategy. The strategy also
identifies people and place as key foundations. Alongside this, the Government has given
particular emphasis to strengthening the UK’s capabilities in green finance and social
impact investing. For the just transition, clear synergies exist between these two priorities. At
the national level, however, there is not yet an explicit focus on the just transition. In
Scotland, the government has recently established a Just Transition Commission. Interest is
growing in place-based efforts to mobilise finance for climate action. Key stakeholders are
also taking a lead in shaping the agenda, notably trade unions and environmental
organisations. Putting in place a coherent policy and market framework is important to
provide clear incentives for investors to support the just transition. A particular priority is the
need for a national infrastructure bank with an explicit sustainability mandate.
4. Identifying the areas for investor action
For investors in the UK, the new guide1 for investor action on the just transition points to five
action areas:


Investment strategy: Investors need to determine how the just transition impacts their
existing policies for responsible investment and climate change. This can be done
through three iterative steps: portfolio assessment, stakeholder dialogue and
strategic integration.



Corporate engagement: Engagement can be an effective mechanism to generate
a better understanding of corporate performance on the just transition and driving
improved practices. Initial priorities could include high-carbon sectors (such as
utilities) to encourage responsible decarbonisation as well as renewable energy to
support inclusive clean growth.



Capital allocation: The just transition can be applied to investment decisions across
all asset classes: public equities, fixed income, private equity, infrastructure, real
estate and cash. The just transition offers particular opportunities for impact investors
seeking to generate positive social and environmental outcomes alongside financial
returns.



Policy advocacy: Investors can have an influential role in policymaking and this
could now include support for efforts to promote a just transition. The Powering Past
Coal Alliance (PPCA), launched in 2017 by Canada and the UK, provides a platform
for investors to place coal phase-out in a wider just transition context.



Learning and review: The just transition is a relatively new dimension of the climate
change agenda for investors. It will therefore be important to develop
experimentation at scale – with investors, policymakers and industry sectors – and
have effective monitoring, evaluation and sharing of outcomes.

5. Setting out a checklist for further work
In the UK, the just transition is starting to move into the policy and market mainstream. Yet,
while the imperative to connect climate action with social inclusion is clear, the full
1

Produced by the Grantham Research Institute and Harvard Initiative for Responsible Investment: Robins, N., Brunsting, V.
and Wood, D. (2018) Climate change and the just transition: A guide for investor action.
www.lse.ac.uk/GranthamInstitute/publication/climate-change-and-the-just-transition-a-guide-for-investor-action/
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implications have still to be worked through. We have identified at least 10 questions for
further work:


Ambition: What could an ambitious just transition look like, for example in 2030?



Foresight: How can we anticipate the social dimensions of the transition?



Frameworks: How can the just transition best be incorporated into policy
frameworks?



Skills and capacity-building: Where has the UK made progress in building the skills
base for the transition and where are the gaps?



Place-based financing: How can financing strategies be developed that connect
the needs for place-led development with national and international pools of
capital?



Dialogue and stewardship: What is the role of investors in promoting social dialogue
through their stewardship duties as owners and managers of capital?



Entrepreneurship and business models: What are the new business models that are
needed that will facilitate the process, within established firms and new entrants?



Financial innovation and impact: What new financial institutions and mechanisms
could best channel capital towards a just transition across the country?



System change: What is the balance between incremental improvements and
system change to deliver the just transition?



International links: How can UK investors act on the international dimensions of the
transition, for example in global supply chains?

Next steps
In the next phase of the project, we will be looking in more detail at these questions and
we would welcome your feedback2 by 30 April 2019.
Our particular priorities will include deepening the analytics of the employment implications
of the transition, developing a series of illustrative case studies of how investors can support
the just transition using the lens of our focal region of Yorkshire and the Humber, and then
exploring the potential for a regional just transition fund. These will all feed into our investor
roadmap on the just transition in the UK, to be released later in 2019.

2

Please send feedback to Nick Robins or William Irwin at the Grantham Research Institute – n.v.robins@lse.ac.uk /
w.j.irwin@lse.ac.uk
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1. Introduction
Delivering a just transition will be key to the UK’s success in building a zero-carbon and
resilient economy. In essence, the just transition means making sure that action on climate
change supports an inclusive economy, with a particular focus on workers and
communities across the country.
This is the first report from a project3 that is working to identify how investors can contribute
to the just transition within the UK, exploring the extent of the challenge, current efforts to
address it, and what actions investors can take, including at the regional level.

The just transition: rising to the top of the climate change agenda
The importance of delivering a just transition worldwide has recently risen to the top of the
global climate policy agenda. In December 2018 at the 24th session of the UN’s
Conference of the Parties (COP24), 53 countries including the UK signed the Silesia
Declaration on the Just Transition (Polish Government, 2018). The Declaration fleshed out
the earlier commitment within the 2015 Paris Agreement on climate change for
governments to take into account “the imperatives of a just transition of the workforce and
the creation of decent work and quality jobs in accordance with nationally defined
development priorities” (UNFCCC, 2015). For the Polish Presidency of COP24, the logic
behind the declaration was clear: “Considering the social aspect of the transition towards
a low-carbon economy is crucial for gaining social approval for the changes taking place”
(Polish Government, 2018).
The Declaration could not have been timed better. The centrality of the need for a strong
social dimension to climate policy was being displayed on the streets of Paris with the gilets
jaunes’ protests against the Macron administration’s increase in carbon taxes in France.
Eighteen months earlier, newly elected President Trump pointed to the employment
implications of climate action as one of the reasons for pulling out of the Paris Agreement,
citing the fate of US coal workers.

Managing the process of change
International evidence shows convincingly that the shift to a resilient, net-zero-carbon
economy will boost prosperity, generating an additional 37 million additional jobs
worldwide by 2030 (New Climate Economy, 2018). Managed well, the transition will both
prevent the immense human and economic costs of climate disruption and also improve
growth, generate net new jobs and reduce inequality. In fact, the transition is essential to
maintaining decent work and thriving communities.
These benefits will not accrue automatically, however. There will be transitional challenges
for workers, communities and countries as the shift takes place. For example, it will be
important to ensure not just that the transition delivers extra jobs, but also that working
conditions are at least as good as those in high-carbon sectors. The benefits of the zerocarbon economy also need to flow beyond the workplace to the wider community. Poorly
done, the result could go beyond ‘stranded assets’ (notably of fossil fuel supply and
generation resources) to stranded workers, enterprises and communities. Past experience
of deindustrialisation in many parts of the world highlights the importance of looking

3

For more information about the UK just transitions project and the wider, global Investing in a Just Transition initiative, please
see inside front cover or our website at www.lse.ac.uk/GranthamInstitute/investing-in-a-just-transition.
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beyond the direct employment impacts to understand the wider ecosystem of prosperity in
affected regions.
Overall, the pace of climate action is still too slow and too limited to achieve the goals of
the 2015 Paris Agreement. A key insight of the just transition is that one of the ways to
accelerate climate action – and optimise its benefits – is to ensure that it is inclusive. This
means taking account of the distributional consequences so that no one is left behind.
Failing to do this could slow or even stall climate progress, while contributing to economic
stagnation and political instability.

The strategic case for investor action to support the just transition
Investors are increasingly committed to the transition in order to minimise climate risks,
maximise opportunities and contribute to sustainable development. At COP24, for
example, over 400 institutional investors with US$32 trillion in assets under management
called on governments to step up the implementation of the Paris Agreement and
“improve the resilience of our economy, society and the financial system to climate risks”
(Investor Agenda, 2018). For the first time, investors also called on governments to support a
just transition, recognising that “it will be important that the benefits of gaining access to
cleaner energy sources are shared by all, and that those workers and communities
affected by the transition are supported” (ibid.).
Until recently, investors have given little attention to the social consequences of climate
change. Most investors have managed climate change primarily as an environmental
factor. Importantly, while climate change is certainly an environmental issue, the transition
is a process of structural economic, social and technological change. In practice, the
environmental, social and governance (ESG) dimensions of climate change have often
been addressed in separate silos. Individual savers and beneficiaries are increasingly
demanding better integration of ESG factors into the management of their assets, not only
to mitigate risks but also to generate positive social and environmental impacts
(ShareAction, 2018).
The specific language of a just transition may be new for many investors, but the underlying
implications are familiar to the more than 2,000 institutions with over US$82 trillion of assets
that have signed the Principles for Responsible Investment. At the heart of the Principles
and other frameworks is the commitment to integrate ESG factors into decision-making at
all levels. As fiduciaries, investors can make an important contribution to achieving a just
transition, as stewards of assets, allocators of capital, and as influential voices in public
policy.
At COP24, the first guide for investor action on climate change and the just transition was
released by the Grantham Research Institute on Climate Change and the Environment and
the Initiative for Responsible Investment at the Harvard Kennedy School, working in
partnership with the Principles for Responsible Investment (PRI) and the International Trade
Union Confederation (ITUC) (Robins et al., 2018b). As a sign of the investor interest in how to
connect climate change with inclusive development, the guide was accompanied by a
statement signed by over 100 institutions with US$6 trillion in assets under management
(AUM), including more than 20 investors from the UK.

The role of investors in delivering a just transition in the UK
Both the Paris Agreement and the new Silesia Declaration make clear that the just transition
will need to be delivered “in accordance with nationally defined development priorities”
(Polish Government, 2018). Just as there are ‘varieties of capitalism’ there will be ‘varieties
of just transitions’.
6 |
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The just transition offers investors in the UK a strategic opportunity to connect climate action
with positive social impact across the country. UK investors are increasingly active in
managing climate change, workplace and wider sustainable development imperatives.
The Government is promoting both green finance and social impact investing and there
are a growing number of place-based initiatives to mobilise finance.
To aid the realisation of this opportunity, our UK project aims to develop a national
roadmap for investing in a just transition, with a regional focus on Yorkshire and the Humber
to connect the research and dialogue with the real economy (see inside front cover for
more details of the project).

Structure of the report







7 |

Section 2 unpacks the just transition concept and elaborates on the rationale for
investor action.
Section 3 explores the size of the just transition challenge in terms of the potential
implications for employment across the UK.
Many actors need to take part in delivering the just transition and Section 4 sets out
the current approaches taken by national, devolved and local governments, trade
unions and civil society, as well as business and investors; it profiles the efforts
underway in Yorkshire and the Humber.
Section 5 examines how investors in the UK can take action on the just transition in
terms of investment strategy, corporate engagement, capital allocation, policy
advocacy, and through learning and review.
Section 6 concludes with a set of key questions that will be addressed in more detail
in the next phase of research and dialogue during 2019.
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2. Unpacking the just transition
Moving from concept to practice
The just transition has a long history, stretching back to the 1970s (Gambhir et al., 2018;
UNRISD, 2018). Conceptually, it has close linkages with broader notions of climate justice
and energy justice (Delina and Sovacool, 2018). It incorporates core questions of
distributional justice – who faces the benefits and costs of the zero-carbon transition – as
well as of procedural justice, notably how decisions are made.
Increasing efforts are being made to translate the broad concept into practical measures
that governments, business, trade unions, civil society and, now, investors can take. The
International Labour Organization (ILO) published its just transition guidelines in September
2015 (ILO, 2015), shortly before the adoption of the Paris Agreement. The ILO’s guidelines
set out the high-level implications of the zero-carbon transition for macroeconomic,
industrial, regional and enterprise policies as well as for workplace priorities such as skills
development, health and safety, social protection, rights at work and social dialogue.
To date, only a few governments have explicitly incorporated the just transition into their
climate strategies. Over the past year, a growing number of dedicated just transition
initiatives have been established, in Canada, Germany, Scotland and Spain, in most cases
to address the specific issues facing the phase-out of coal-fired power generation. Efforts
are also underway to identify the role that different stakeholders can play. Guides have
been published setting out how trade unions and business can make the just transition an
operational reality (European Trade Union Congress, 2018; Just Transition Commission and
B-Team, 2018) (see Section 4). These have now been complemented by the Grantham
Research Institute and Initiative for Responsbile Investment’s investor guide, produced with
the PRI and the ITUC (Robins et al., 2018b).
The rest of this section seeks to demystify the concept of the just transition for investors and
other stakeholders by addressing five key questions:


Who is the core focus of the just transition?



What is the scope of the just transition?



What are its critical themes for the UK climate change agenda?



What are the key motivations for investor involvement?



What are some of the key questions and dilemmas of the just transition?

Core focus: the human dimensions of the just transition
The just transition starts from the perspective of how people are affected, positively and
negatively, by climate change and efforts to bring climate security. As the Paris Agreement
makes clear, this starts with implications for workers. But the just transition quickly spills over
into the impacts of the transition for the community as production patterns change.
Beyond this, the transition also has profound implications for consumers, for example in
terms of fuel poverty, which impacts over 11% of households in England (BEIS [Department
for Business, Energy & Industrial Strategy], 2018c).4 Ultimately, all citizens are impacted in

4

The Low Income High Costs indicator for England considers a household to be fuel poor if: “they have required fuel costs
that are above average; … were they to spend that amount, they would be left with a residual income below the official
poverty line.” (BEIS, 2018c)
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terms of the distributional and participative aspects of the transition. Figure 2.1 below sets
out these interlocking relationships.
Figure 2.1. The human dimensions of the just transition

The centrality of the human in the just transition points to the importance for investors of
using existing human rights frameworks to integrate the social dimension into their climate
strategies. These frameworks include the ILO’s core labour standards (ILO, 2010), the UN’s
Guiding Principles of Business and Human Rights (UN, 2011), and the Organisation for
Economic Co-operation and Development’s Guidelines for Multinational Enterprises (OECD,
2011). These international ‘soft law’ instruments refer mainly to how investors can
encourage investee companies to embed respect for human rights. Investors themselves
also need to incorporate these into their due diligence and how they approach
responsible business conduct, as set out in the OECD’s paper Responsible Business Conduct
for Institutional Investors (OECD, 2017).

The just transition: a comprehensive scope
The need for a just transition affects the whole economy in terms of managing both the
positive and negative implications for people, starting with workers. The just transition is also
global in scope and means thinking about social performance along international supply
chains. Often the just transition has been seen as an agenda focused solely on the
negative impacts for high-carbon sectors such as coal. But it is also relevant for delivering
strong social performance in the growing zero-carbon economy. There have been
concerns, for example, about workplace conditions in fast-growing sectors such as
renewable energy and electric vehicles (e.g. Tesla in the United States). In addition, the
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community implications of growth in these sectors also need to be managed to generate
an effective ‘licence to operate’ and thereby minimise risks for investors.
Importantly, the just transition means thinking ahead and managing fast-paced and often
disruptive change. This disruption can prompt anxiety about the consequences for today’s
lifestyles and livelihoods as well as the prospects for future generations.
Furthermore, the zero-carbon transition is not a process of simply substituting one
technology for another. Instead, it will involve often profound restructuring of established
norms and practices. In the case of energy, for example, decarbonisation is being
accompanied by powerful driving forces producing a system that is also digitised and that
could be far more decentralised and democratised (Healy and Barry, 2017; Burke and
Stephens, 2018).
To take one example, the just transition is highly relevant for the increasing focus on local
generation and the role of ‘prosumers’ (who both consume and produce) in the future
energy landscape. It is important to carefully think through the implications of certain
groups in society being able to make a super-return by being prosumers, possibly at the
expense (or exclusion) of those who cannot participate in such a market. This leads to a
question of the most cost effective and fair way of investing throughout the UK energy
system such that as many consumers and regions as possible are able to participate and
enjoy the benefits to offset the risks of the transition. For investors, it will be critical to
understand how the bottom-up development of decentralised energy systems impacts the
just transition in terms of people and communities alongside investment at a national scale
in terms of grid-connected renewables, for example.
More broadly, the just transition needs to be placed in the broader context of managing
multiple transitions. This means recognising that many of the changes underway in carbonexposed sectors (such as energy and transport) are often the result of non-climate forces,
which are combining to produce transformational impacts.
“We need to be organising for transitions in the plural”
We should see the just transition as part of the new story of inclusive, sustainable growth.
This is a highly attractive economic model, with strong innovation and growth and able
to overcome poverty in an effective and lasting way. But it requires us to manage the
process of change in much better ways within modern market economies. We need to
be organising for transitions in the plural, including technologies, economic structures,
cities and the international division of labour. And we must accelerate the pace of
decision-making if we are to respond to the urgency of climate change.

Lord Nicholas Stern, Chair, Grantham Research Institute on Climate Change and the Environment

Ultimately, the just transition focuses attention on the need for a ‘social contract’ to be
constructed as a core part of climate action at a time of growing concern about unequal
economic and financial systems (Foundation for European Progressive Studies and Change
Partnership, 2016; Institute for Public Policy Research [IPPR], 2018a).

The just transition: critical priorities across the climate agenda
The just transition cuts across all aspects of the climate change agenda and the three
goals of the Paris Agreement: first, reducing emissions to net-zero levels; second,
strengthening adaptation in the face of increasing physical impacts; and third, making
financial flows consistent with zero-carbon and resilient development. Operationally, these
climate goals are closely linked with other environmental priorities, notably clean air, the
10 |
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circular economy, resource efficiency, nature conservation and sustainable agriculture. For
the UK, this translates into four priority themes for investors, illustrated in Figure 2.2.
Figure 2.2. Critical themes for the just transition in the UK

This emphasis on place is important. The geographical clustering of economic activity
makes it essential to consider the implications of the transition on a spatial level. A placebased approach is particularly needed in the UK, which combines relatively centralised
political and economic decision-making with high levels of regional divergence compared
with other European countries.

The just transition: five reasons for investor action in the UK
For investors, the just transition builds on and deepens the core investment case for action
on climate change. It focuses on the management of the social aspects of climate
change in the workplace and wider community. The good news is that investors do not
need to reinvent the wheel to address the social dimension of climate change. There are a
range of well-tested investor approaches that already exist.
Overall, the case for investor action rests on five strategic motivations, illustrated in Figure
2.3, which are explored in more detail in the international investor guide (Robins et al.,
2018b). These motivations are aligned with the core duties and interests of investors and
also show that contributing to the just transition is a way for investors to deliver positive
social and environmental impact. We set out how these motivations translate into a
rationale for action in the UK context on the next page.
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Figure 2.3. Reasons for investor action on the just transition

Source: Robins et al. (2018b)

1. Understanding systemic risks: Climate change is already well understood by investors as
a systemic risk to the global economy, undermining the ability of the financial system to
deliver long-term returns. There is also growing realisation among investors that they
need to be concerned about the systemic risks posed by inequality as well. In a
European context, the UK is “the continent’s most geographically unbalanced
economy”, according to the IPPR Commission on Economic Justice; median incomes in
most regions are more than 30% lower than in the South East (IPPR, 2018a). The just
transition sits at the intersection of these environmental and social risks to the stability
and functioning of the financial system. One systemic concern is that failing to take
account of the social dimension will generate pressures to delay, dilute or abandon
climate policy.
2. Reinvigorating fiduciary duty: The investments overseen by asset owners and asset
managers represent beneficiaries, workers and communities, for whom the transition will
have powerful effects. The just transition extends the core fiduciary case for action on
climate change to include the social dimension. Fiduciaries will need to understand and
consider the interests and sustainability preferences of savers and beneficiaries as they
relate to both the environmental and social dimensions of the transition. Here, the UK
has taken important steps to clarify the significance of ESG factors in fiduciary duty and
incorporate ESG into investment regulation, not least in the Government’s response to
the Law Commission’s recommendations on social investment (HM Government,
2018b). Beneficiaries in specific corporate, sector- or geographically-based funds may
have additional reasons for seeking a just transition. For example, beneficiaries may
need assurance that they will not be in ‘stranded pensions’, where solvency is put in
question by reliance on high-carbon business models and asset allocation.
3. Recognising material value drivers: The just transition extends the materiality assessment
of climate change to include the social dimension. For investors, it will be essential that
the assets they hold operate effective systems for human capital management and
community relations at a time of transformational change in technologies, business
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models and market demand. To date, this has been absent from most corporate and
investor approaches to climate change, including the reporting recommendations from
the Task Force on Climate-related Financial Disclosures (TCFD, 2017). Investors need to
understand how companies are implementing the just transition in the workplace to
drive productivity. Poor management of the transition could damage innovative
capacity and employee engagement as well as reducing resilience in crisis situations.
The way that companies manage the transition could also have important impacts on
their social licence to operate in the wider community. Weak community relations could
prompt operational, consumer, client and regulatory repercussions. Conversely,
companies that manage this well could benefit from better reputations as well as
reduced transaction costs.
4. Uncovering investment opportunities: The just transition provides a lens through which
investors can identify new investment opportunities across all asset classes: listed equity
and fixed income, private equity, real estate and infrastructure as well as cash. The just
transition is a particularly powerful approach for investors seeking to generate positive
environmental and social impacts, in both conventional asset classes and more
innovative approaches such as community share and bond offers, along with digital
finance mechanisms for crowdfunding investments. Examples of how the just transition
can be applied to specific investments in our case study region of Yorkshire and the
Humber are presented in Section 4.
5. Contributing to societal goals: Investors clearly need to manage the just transition as it
relates to their own beneficiaries and portfolios. But they are also social actors and the
just transition provides a way for investors to contribute to the delivery of the Paris
Agreement, the Sustainable Development Goals (SDGs), and international human rights
and labour standards. At the core of the just transition is the intersection of often
separate agendas, the environmental, the social and the economic. As a result, it
provides connective tissue that brings together different aspects of the SDGs, whose
central premise is to ensure that ‘no one is left behind’. These connections are closest
between the goals on climate change (SDG 13) and decent work (SDG 8). Figure 2.4
(next page) illustrates in a simplified way how a successful just transition in fact involves
all of the SDGs. As more and more asset owners and managers commit to
implementing the Goals, this will drive demand for products that deliver just-transition
outcomes.
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Figure 2.4. The just transition and the Sustainable Development Goals

Source: Adapted from Robins et al. (2018b)

The just transition: questions and dilemmas
These motivations present a compelling case for investors to incorporate the just transition
into their strategies and actions. But the just transition also raises a number of questions and
dilemmas for all stakeholders, including investors:









Added complexity? Layering social requirements onto the climate agenda could
add complexity for investors who are just coming to terms with the need to take
action.
A force for delay? The just transition could delay climate action through either the
deliberate efforts of vested interests or the unintended consequences of well-meant
action.
Over-emphasising downside risk? Many of the changes underway in carbonexposed sectors (such as energy and transport) are the result of non-climate forces
and there could be a risk of over-emphasising the climate driver of disruption.
The political economy of dialogue and distributional effects? The just transition points
to the importance of dialogue and touches on the need to address the distributional
implications of climate action. But decision-making structures to deliver these may
not be in place.
Making trade-offs? The just transition also raises a range of potential trade-offs, for
example between urgency and equity, or how costs and benefits are shared
between stakeholders (Newell and Mulvaney, 2013).

The existence of these challenges and dilemmas does not invalidate the need to pursue
the just transition. The fact that the just transition is often a tough issue makes it even more
important for investors and others to take initial steps, gain confidence and develop new
capacities. One starting point is to get a sense of the scale of the challenge, which is the
focus of the next section.
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3. The size of the challenge in the UK
The global imperative
The first goal of the Paris Agreement is to hold global warming to well below 2°C above
pre-industrial levels but to strive for a maximum 1.5°C rise. Current policies leave a sizeable
‘ambition gap’, with existing commitments pointing to warming of about 3°C by 2100
(UNEP, 2018).
The recent special report on Global Warming of 1.5°C from the Intergovernmental Panel on
Climate Change (IPCC) makes clear that avoiding the worst impacts of climate change
means limiting warming to 1.5°C. This means aligning financial flows with a world where
carbon dioxide emissions have been cut by 45% from 2010 levels by 2030 (IPCC, 2018).
Further out, it means designing financing pathways that enable the share of renewables in
generating primary energy to increase by between 833% and 1,137% relative to 2010 levels
by mid-century and, in parallel, to cut coal as a share by 73% to 97% (ibid.). The IPCC says
that achieving this will require “transformative systemic change”, and it also makes clear
that “social justice and equity are core aspects of climate-resilient development
pathways” (ibid.). It is here that the just transition becomes critical.
In the UK, the Committee on Climate Change is currently consulting on when the UK should
reach net-zero emissions as part of meeting the Paris Agreement. This could well involve
deeper and earlier cuts to emissions than previously agreed, which could have strategic
implications for the UK’s economy, financial system and society.

Estimating the employment implications of the transition in the UK
For investors and other decision-makers, it is important to understand the materiality of the
just transition challenge facing the UK. To get a first sense of the scale of the challenge, we
have modelled exposure of current patterns of employment to the transition in the UK. This
is the first of the four human dimensions of the just transition identified in Section 2.
To date, much of the discussion on the workplace implications of the transition has focused
on the twin issues of the potential growth in ‘green jobs’ and the risks facing employment in
high-carbon sectors. The Office for National Statistics (ONS), for example, estimates that
jobs in the low-carbon and renewable energy economy were around 208,000 full-time
equivalent in 2016, or about 1% of the total UK workforce (ONS, 2018). The Government has
projected that low-carbon growth could support up to two million of what it describes as
‘green collar’ jobs in the low-carbon economy by 2030 (BEIS, 2018b). Turning to the
downside risks, recent analysis by the Institute for Public Policy Research shows that
approximately 28,000 jobs in the coal, oil and gas industries could be lost in the north of
England by 2030 (IPPR, 2018b).
Many of the social dimensions of the future zero-carbon economy are uncertain. Supplyside solutions in the industrial and energy sectors include the replacement of established
technologies (for example, centralised fossil fuels with decentralised renewables),
alongside possible fuel switches (such as from natural gas to hydrogen) as well as end-ofpipe solutions for industrial clusters (such as carbon capture, utiliisation and storage
[CCUS]). In addition, demand-side measures will need to play an ever-greater role, notably
in terms of housing, transport and food, implying changes in the use of key products and
materials. Each of these shifts will have differing social implications for workers,
communities, consumers and citizens.
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One way of analysing the scale of the challenge is to look at where carbon-intensive
industry is located. The point sources of emissions identify locations where economic
activity will have to change.
Figure 3.1 shows the carbon intensity per capita of industrial and commercial emissions of
the regions of the United Kingdom in 2016. The annual UK industrial and commercial
average is 2.2 tonnes of carbon dioxide per person; inhabitants of London have the lowest
carbon intensity at 1.3 tonnes, and Wales the highest at 4.5 tonnes.
Figure 3.1. Regional per capita industrial and commercial emissions across the UK, 2016

Note: Emissions are on an end-user basis, i.e. distributed according to the point of energy
consumption or point of emission if not energy-related. Source: Authors using data from BEIS (2018d)
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Undertaking a comprehensive ‘transition exposure analysis’ involves a more granular
approach, asking questions such as: where are jobs that will transfer easily in the transition
currently located? Where are those that will require reskilling? Equally, where are jobs in
activities that will not be affected by the transition at all located?
This approach involves separating current jobs into groups:


First, discerning those jobs today that will change in the transition and those that will
not. This enables us to draw together a picture of how great the shift will be overall.



Second, within the jobs that will change, distinguishing between those that will
require new skills and those that will not.

As more parts of the economy decarbonise, the number of jobs involved in the transition
will increase. For example, we know that transport will need to decarbonise. Truck drivers,
therefore, are likely to see their jobs change as new technology develops that they will
need to operate, requiring new skills. Their colleagues in logistics management will also see
their jobs change, but they will more likely be employing similar skills. By contrast,
salespeople in a logistics company are less likely to see either the nature of their job or the
skills required change as a result of climate factors.
While some sectors will see a high proportion of jobs changing and requiring new skills,
others may remain broadly unchanged. Those employed in healthcare, for example, are
unlikely to have classifiable ‘green jobs’, even in a successfully transitioned economy.
Methodology
Researchers Alex Bowen, Karlygash Kuralbayeva and Eileen Tipoe have developed a way
to estimate the proportion of employees in each sector that will be affected by the
greening of employment, based on the knowledge that is currently available on how
sectors will change (Bowen et al., 2018). Their original research examined implications for
the United States, based on data from the National Centre for O*Net Development
(NCOD, 2018).5 We have applied this approach to data on current employment in the UK
(ONS et al., 2017; ONS, 2019).
We have applied this methodology to generate a first sense of the order of magnitude in
the context of inherent difficulties around evaluating the social consequences of the
transition to a green economy. The initial results indicate that one-fifth of current jobs (21%)
across the United Kingdom, equivalent to more than 6 million people, involve skills that
could either experience demand growth or demand reduction in the transition. The upside
and downside levels of exposure are roughly equal, so that 10% of the workforce could
derive benefits and new opportunities from the transition (what we call ‘transition aligned’)
and a further 10% are more likely to need reskilling, upskilling or to use skills different to those
they currently use in their employment (what we call ‘transition reskill’). Importantly, this
does not mean that these jobs will be lost, rather that these are jobs where attention will be
needed for reskilling and redeployment. These results are clearly material for the UK
economy and point to the need for a comprehensive policy and market response.
Results: sectoral impacts
The sectoral impacts are highly varied. The tables below show the sectoral breakdown of
jobs in some of the categories under our analysis. Manufacturing, construction and
transport have a high proportion of jobs affected by the transition relative to retail,
5

O*NET’s work involved identifying the list of jobs titles referenced in literature on the green economy. The sectors commonly
used to categorise these jobs were: renewable energy generation, transportation, energy efficiency, green construction,
energy trading, carbon capture, research, design and evaluation services, environment protection, agriculture and
forestry, manufacturing, recycling and waste reduction, and governmental and regulatory administration.
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information, finance and healthcare, as would be expected. At 30%, construction includes
the highest proportion of jobs that could require reskilling, compared with 26% in transport
and storage, and 17% in manufacturing. The seven sectors in Table 3.1 account for 49% of
the 6.3 million jobs affected.
Table 3.1. Estimated sectoral breakdown of transition exposure of employment
Jobs

Manufacturing

Construction

Transport
and storage

Retail
trade

Information

Finance

Healthcare

Transition
‘reskill’

17%

30%

26%

5%

8%

9%

2%

Transition
aligned

33%

30%

20%

4%

9%

7%

1%

Transition
total

50%

60%

46%

9%

17%

15%

3%

Nonexposed

50%

40%

54%

91%

83%

85%

97%

Source: Bowen et al. 2018

This analysis also enables us to identify where certain impacts are most likely to be felt. As
Table 3.2 shows, the regional distribution of transition exposure for current employment
could range from 19% in London to 23% in the East Midlands.
Table 3.2. Estimated regional breakdown of transition exposure for employment
Region

Transition ‘reskill’

Transition aligned

% of transition jobs

Total jobs

North East

10.0%

10.5%

20.5%

1,059,975

North West

10.7%

10.8%

21.5%

3,277,080

Yorkshire and the
Humber

10.9%

11.3%

22.2%

2,367,010

East Midlands

11.2%

11.9%

23.1%

2,071,855

West Midlands

11.1%

11.4%

22.5%

2,561,240

East of England

10.9%

10.7%

21.6%

2,735,385

London

10.1%

8.9%

19.0%

5,135,750

South East

10.4%

10.0%

20.4%

4,080,100

South West

10.0%

10.1%

20.1%

2,409,955

Wales

9.6%

10.3%

19.9%

1,230,460

Scotland

10.4%

10.1%

20.5%

2,440,150

Northern Ireland

9.4%

10.3%

19.8%

669,692*

3,151,058

3,113,078

6,264,136

30,038,652

Total jobs

*Note: Northern Ireland data based on 2013 data (NISRA, 2014). England, Wales and Scotland data based on
2011 data (ONS et al., 2017).
Source: Authors’ analysis using ONS et al. (2017), NISRA (2014) and Bowen et al. (2018)
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Exploring the implications for the just transition
These initial estimates have signalled that the employment implications of the transition are
potentially significant. To provide some context, the proportion of jobs affected are likely to
be far less than for those exposed to digitisation (Arntz et al., 2016; Frey and Osborne, 2017;
Acemoglu and Restrepo, 2017).
These first results raise a number of questions for further inquiry. The pace of the transition will
affect its timing and when policy and market action will be needed. Different technology
pathways will affect skills needs and jobs across the economy. It will be important to identify
the types of businesses in which these jobs are found. Small and medium sized enterprises
with fewer than 250 employees account for 60% of total private sector employment;
owners of these businesses and their employees could face particular vulnerabilities (House
of Commons Library, 2018). Clearly, these changes will also have differentiated impacts in
terms of age, gender and ethnic dimensions. Important choices will need to be made on
how reskilling goes ahead and how these costs are split between individuals, business and
public authorities.
This analysis only looks at the direct impacts of the transition on employment and there will
also be important spillover effects for the wider health of regional economies as well as
implications for labour mobility. This brings in the community dimension of the just transition.
Furthermore, as well as understanding the quantity of jobs impacted, it will also be
important to understand the quality of these jobs and whether they deliver decent work
and conditions, and help drive productivity.
We intend to explore these and other questions as we deepen the regional analytics in the
rest of the project. These are also changes that can be profoundly shaped by policy,
markets and social action, the theme of the next section.
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4. The UK’s policy and market context
Building a collaborative framework for action
A successful just transition will need the active participation of key actors across the worlds
of policy, the economy and society as a whole. This means being clear about the different
roles and areas of responsibility. Table 4.1 summarises some of the roles that different actors
will need to play, including national and sub-national government, business and trade
unions, civil society and also investors themselves. Robust policy frameworks are important
to provide the right incentives for investors to be able to play their role as stewards of assets
and capital allocators.
Table 4.1. Delivering the just transition: roles of key actors
Business

National government

Trade unions

-

-

-

Incorporate workplace
and community
dimensions into climate
strategies
- Consult broadly and
ensure social dialogue
with workers
- Produce concrete, timebound plans at the
enterprise and sector
level.
- Advise on policies such as
re-training/reskilling,
redeployment and new
job creation
- Monitor and disclose
implementation of these
plans, including in TCFD
reporting
[See JTC and B-Team, 2018;
ICC, 2018]
Investors

Devolved and local government

Negotiate at workplace
level for the just transition
(e.g. pay, training and job
security)
- Promote just transition
and social dialogue in
economic and industrial
policy
- Promote and help deliver
national training
strategies for the transition
- Ensure workers are
represented in the design
of transition policies
- Promote adequate social
protection systems for the
transition
- Prepare and mobilise
trade unions through
training reps
[See ETUC, 2018]
Civil society

-

-

-

Include just transition in
ESG and climate
strategies
- Assess portfolio exposure
to the just transition
- Engage with companies
to promote the just
transition
- Incorporate across all
asset classes
- Make the just transition
part of policy advocacy
- Learn lessons and disclose
results, including through
TCFD reporting
[See Robins et al., 2018b]
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-

-

-

-

Apply the ILO’s just transition
guidelines across the policy
spectrum (e.g. Industrial
Strategy, Clean Growth
Strategy, green finance)
Include the social dimension
in the design of fiscal,
incentive and regulatory
policies for climate change
(e.g. carbon taxes)
Support the just transition with
adequate fiscal support (e.g.
for skills, regional revitalisation)
Establish the necessary public
finance institutions to scale up
capital (e.g. Infrastructure
Bank)
Ensure conditions for effective
dialogue and partnerships
across the country

Apply the ILO’s just transition
guidelines across the policy
spectrum (e.g. Scotland’s Just
Transition Commission)
Incorporate into local
economic plans and industrial
strategies
Catalyse place-based
dialogue and action (e.g. city
climate commissions)
Promote new funding
mechanisms, institutions and
partnerships (e.g. regional
funds)

Highlight the importance
of the just transition for
climate action and
sustainability
- Mobilise citizens and
other stakeholders to
press for enabling policies
- Undertake independent
analysis and research
(e.g. through universities)
- Promote place- and
people-led action (e.g.
on energy)
- Hold business,
government and finance
to account
[See NEF, 2018]
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The rest of this section explores the landscape of action around the just transition in the UK
with a focus on the finance and investment dimension at the national and sub-national
levels, in the world of work, in civil society and, specifically, in our case study region of
Yorkshire and the Humber.

The zero-carbon transition: an opportunity to raise living standards across all regions
To be successful, the UK’s transition to a zero-carbon and resilient economy will need to be:


Effective – hitting the targets on time



Efficient – achieved at reasonable cost



Equitable – not leaving citizens and communities behind

The transition presents strategic “opportunities to embrace change and raise living
standards across regions and communities”, according to a recent special report on
sustainable growth in the UK for the LSE Growth Commission (Rydge et al., 2018). The
authors point out that this change should not be a burden for the regions, but that if
managed well, it will provide an opportunity for investment “that could drive productivity
and growth across all UK regions and communities by enhancing competitiveness in global
markets” (ibid.). The report recommends targeted employment transition policies in areas
at high risk of disruption from the forces of change to improve the resilience of local
communities.
The UK has a long-standing framework for tackling climate change, notably through the
2008 Climate Change Act. Since 1990, greenhouse gas emissions in the UK have fallen by
more than 40%, the best performance on a per-person basis of any G7 nation. In 2017, the
Government introduced its new Industrial Strategy, which includes clean growth as one of
the country’s ‘grand challenges’. This turns climate change from a problem to be
managed to a driver of productivity, innovation and high-paid jobs. Currently there is no
explicit focus on the just transition in the Industrial Strategy. The framework does, however,
include ‘people’ and ‘place’ as two of its five ‘foundations of productivity’. The place
dimension is being followed through with the introduction of local industrial strategies, and
a new National Retraining Scheme with the CBI and TUC is one mechanism to strengthen
the skills base.
The 30-year National Infrastructure Assessment published by the National Infrastructure
Commission (NIC) in July 2018 provides another useful starting point for just transition
policymaking (NIC, 2018).
The importance of place-based dynamics has already prompted the Government to
announce plans to establish the world’s first net-zero-carbon industrial cluster by 2040 and
at least one low-carbon cluster by 2030. Globally, there is a growing focus on hard-todecarbonise industrial sectors, including steel, cement and hydrocarbon-based basic
materials such as ethylene and ammonia (McKinsey, 2018; Energy Transition Commission,
2018). Different technological pathways will have different spatial and socioeconomic
impacts, which need to be examined in more depth. The development of local industrial
strategies also provides a mechanism for connecting climate change with bottom-up
ambitions to generate inclusive growth. These will be complemented by the roll-out of
Local Energy Hubs, funded by the Department for Business, Energy & Industrial Strategy.
The importance of social dialogue to ensure that workers and communities affected by the
transition are involved in shaping response strategies is an area warranting further attention.
As the recent report for the LSE Growth Commission observes, “a stronger voice for workers
could also help ensure the productivity benefits from new technologies and business
models are shared more equally between workers (as wages) and owners of capital (as
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profits)”, adding that “this role could be crucial as the pace of change accelerates”
(Rydge et al., 2018).

Mobilising finance for the transition in the UK
Finance lies at the heart of delivering the just transition. The UK has important financerelated initiatives underway that could support a just transition. In March 2018, the Green
Finance Taskforce presented a comprehensive set of recommendations for aligning the
UK’s financial system with climate action. This included a focus on fostering inclusive
prosperity at the local level, for example through Clean Growth Regeneration Zones
(Green Finance Taskforce, 2018). The Green Finance Initiative, led by the City of London
Corporation, will now become a more permanent Green Finance Institute. The
Government will publish the UK’s first Green Finance Strategy in Spring 2019.
Alongside this focus on green finance, the Government has commissioned a taskforce on
social impact investing to unlock the capital help to “make sure the country works for
everyone” (HM Government, 2018a). Taking a ‘just transition view’ would enable the UK to
realise the obvious synergies between green finance and social impact investing.
Public financial institutions also play a critical role in closing financing gaps, creating new
markets, reducing risk and crowding in private capital. This ‘blended finance’ is likely to be
critical for the just transition. One such institution is the government-owned British Business
Bank (BBB), founded in November 2014, the remit of which is to promote lending to small
and medium-sized enterprises through private sector delivery partners. It currently supports
£5.5bn of finance through a range of funds, including the UK Innovation Investment Fund,
British Patient Capital and the Enterprise Capital Fund. These have invested £48m across 35
cleantech companies in 43 deals, with cleantech accounting for 6% of the number of
deals in and value of the BBB’s UK portfolio. In October 2018, the Government announced
the launch of the Clean Growth Fund, allocating £20m alongside at least £20m from
private investors in a new venture capital fund (BEIS, 2018a).
The UK’s Green Investment Bank (GIB) was privatised in 2017 and has been rebranded as
the Green Investment Group (GIG), part of Macquarie. Concerns have been raised by the
Environmental Audit Committee (EAC) and others about the impact of the GIB’s sale for
investment in the UK transition, particularly in areas where private finance is not flowing at
scale (EAC, 2018; Cumbo, 2019). In October 2018, the GIG reported that it had invested
£1.6 billion in its first year in 10 projects split between the UK and international markets (GIG,
2018).
Following the referendum decision to leave the European Union, questions remain over
continued access to the patient capital provided by the European Investment Bank (EIB)
for both SMEs and infrastructure, including from the European Investment Fund. Between
2012 and 2016, the UK was one of the major destinations of funding from the EIB, with
€31.3bn of lending. Importantly, the EIB has recently stated that one of its priorities will be to
support a just transition across Europe’s regions. The National Infrastructure Commission has
argued that access should be maintained to the EIB if possible. If access is lost, the NIC has
recommended that a new, independent UK infrastructure finance institution should be
established by 2021. The special report on sustainable growth for the LSE Growth
Commission also recommended a new National Infrastructure Bank with an explicit
sustainability mandate, to help ‘crowd in’ private capital (Rydge et al., 2018).
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Beyond Whitehall: sub-national drivers
Much of the dynamism behind a just
transition in the UK currently lies beyond
Whitehall. This is clearest in Scotland where a
multi-stakeholder partnership of trade unions
and civil society groups successfully created
a positive agenda around the need for an
ambitious strategy for a just transition (Friends
of the Earth Scotland et al., 2017). This led to
the decision by the Scottish Government in
2018 to set up a Just Transition Commission,
detailed in Box 4.1.
Trade unions across the country have been
highlighting the importance of the just
transition for well over a decade (e.g. TUC,
2007; 2012; 2014). The ‘One Million Climate
Jobs’ campaign was launched in 2014, with
the support of eight UK unions. In addition,
the Greener Jobs Alliance, a partnership of
the TUC, University and College Union,
Greenpeace and other organisations, was
set up to campaign around the issue of the
jobs and skills needed for the transition. The
TUC has argued for the establishment of a
just transition strategy for those workers
affected by the industrial changes necessary
to develop a more environmentally
sustainable future (TUC, 2017), with a recent
focus on the need for the voice of energy
and industrial workers to be central to the
development of policies on energy, industrial
strategy and climate change (TUC, 2018). For
the energy sector in particular, four unions
have come together to set out their vision of
a just transition (Box 4.2).
The number of bottom-up, place-led efforts
to finance the transition is also growing. The
UK has a relatively centralised financial
system compared with other European
countries; this profoundly influences the
linkages between finance and the needs of
cities and regions. The physical location of
financing activities also affects regions’
access to finance: financial liberalisation has
improved levels of financial flows but
reduced the importance of local and
regional governance layers in influencing
them (Klagge et al., 2017; Corpataux et al.,
2017).
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Box 4.1. Scotland’s Just Transition
Commission
The Commission will provide advice to the
Scottish Government on how to apply the
ILO’s just transition guidelines in Scotland and
will report back within two years of its first
official meeting (Scottish Government, 2018).
The Commission will focus on how to plan,
invest and implement a transition to
environmentally and socially sustainable jobs,
sectors and economies; create opportunities
to develop resource-efficient and
sustainable economic approaches that help
address inequality and poverty; and design
and deliver low-carbon investment and
infrastructure, and make all possible efforts to
create decent, fair and high value work, in a
way that does not negatively affect the
current workforce and overall economy. The
new Scottish National Investment Bank is
likely to be a key vehicle for providing vital
patient capital for a just transition (Scottish
Government, 2017).
In January 2019, the Scottish Parliament
agreed that this new Commission should be
independent from government and given a
statutory footing (Holyrood, 2019).

Box 4.2. Demanding a just transition for
energy workers
In December 2018, GMB, Prospect, Unison
and Unite, the four main unions representing
over 200,000 members across the energy
and energy-intensive industries, identified
four key features of a just transition:
“a balanced low-carbon energy mix,
investment in skills and infrastructure,
protecting and creating high-quality jobs
and employment, [and] no community left
behind” (GMB, 2018).
Making this happen will involve a number of
steps, including training and skills
development, voluntary relocation, new jobs
with comparable terms, secure and
affordable energy, influence and voice in
policymaking, and taking a long-term and
sustainable view.
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At the regional level, research indicates that economic success is linked to having effective
institutions for guiding systemic innovation and attracting capital (Crescenzi and Iammarino
2018; Rodríguez-Pose and Di Cataldo, 2015). An alliance of local authorities, UK100, is
working on transformational ways to connect place-based action to both public funds and
private finance (UK100, 2017).
One city that has taken an innovative approach to the funding gap for sustainable
infrastructure is Bristol – see Box 4.3.
Box 4.3. Bristol’s City Leap Prospectus
In May 2018, Bristol City Council launched the City Leap Prospectus, which outlines a series of
energy and infrastructure investment opportunities that would provide social, environmental and
economic benefits to the city (Bristol City Council, 2018a). The Council, given its restricted
potential to finance projects with public money, used the prospectus to invite potential partners
to express interest. In September 2018, the Council announced that it had received 180
expressions of interest (ibid., 2018b). The pipeline of potential projects includes at least £875m in
heat networks, smart energy, energy efficiency and other areas.

REGIONAL CASE STUDY – BASELINE OVERVIEW
Yorkshire and the Humber: high-carbon legacy,
low-carbon future

Yorkshire and
the Humber
within the UK

The northern region of Yorkshire and the Humber provides a
focus to better understand how investors can support placebased action for a just transition. With a population of 5.3
million, the region accounts for 6.4% of UK GDP and 10% of
carbon emissions (BEIS, 2018d; OECD, 2019). Once at the heart
of the Industrial Revolution, in recent decades the region has
experienced immense change, with the decline of the coal,
iron and steel industries gathering pace from the 1980s. In some
areas, this has brought poverty, lack of opportunity and a sense
of communities being left behind. Naturally, there is a strong
desire to ensure that any future transitions do not leave a similar
legacy.
Quantifying the implications of the transition for jobs
in the region
Our analysis indicates that 22.2% of jobs in Yorkshire and the Humber have skills that will
experience either an increase or a reduction in demand in the transition. But there is reason
for optimism: at 11.3%, the proportion of workers who have skills that match with future jobs
in the transition is higher than the national average. This amounts to 267,000 jobs overall,
more than the 258,000 workers whose skills could face falling demand in the transition.
Importantly, 48,000 of these are in areas already suffering from multiple levels of
deprivation, notably in those parts of North East Lincolnshire, Hull and Leeds that are among
the 10% of places in the UK facing the highest levels of deprivation. Bradford is another
hotspot. These areas, illustrated in Figure 4.1, potentially face a need for reskilling. Making
the most of the upside employment opportunities associated with the transition is obviously
important, but putting in place measures to address the downside risks is crucial too.
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Figure 4.1. Areas of Yorkshire and the Humber with high levels of deprivation and a high
proportion of jobs with potential reskilling needs

Note: *These areas are in the top decile of social deprivation in England, according to the latest
Index of Multiple Deprivation (2015). Source: Authors’ calculations

Evaluating carbon exposure in the region
According to the TUC, the Yorkshire and Humber region probably has the highest
concentration of the UK’s foundation industries and coal and gas power stations in the UK,
including major power plants like Drax, as well as steel, cement and chemical works. Up to
28,000 people work in 26 major plants, and three or four times as many in their supply chains
(TUC, 2015). It is critically important to find ways to ensure that the people in those jobs –
and the sectors they work in and the communities they live in – benefit from the transition.
Based on its findings, the regional TUC set up a Low-Carbon Task Force to develop a just
transition strategy for the region. One aspect of this could be transformational
technological solutions, potentially including fuel-switching to hydrogen and the
deployment of industrial carbon capture and storage.
Seeking opportunities in the transition
Across the region, there are also a number of initiatives underway to seize the opportunities
from growth in zero-carbon development. GreenPort in Hull has become a hub for the
booming offshore wind industry, attracting Siemens to establish a wind-blade factory. The
Leeds Climate Commission has also been established to help the city realise the substantial
potential for climate action that delivers job creation and inclusive development (Can-do
Cities, 2017). Financial innovation exists in the region too, not least from Ecology Building
Society, an early pioneer in green mortgages.
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Preparing the ground for financing the transition in Leeds
A strong evidence base shows that Leeds could save £277m a year and create
4,200 years of extra employment through cost-effective investments in low-carbon
development through investments that would also deliver crucial cuts in energy use
and carbon emissions.
But we know that highlighting the opportunities does not mean they will actually
secure investment and then be exploited. To address this, Leeds Climate
Commission is working to enable investment in low-carbon and, in time, also
climate-resilient development in the city.
Currently, the Commission’s main focus is on a project development and financing
initiative, which will work with organisations from across the city to enable the
development of a pipeline of investable low-carbon projects. The programme will
enable peer-to-peer learning to support evaluations of project proposals, the
preparation of business cases, reviews of business models and financing options,
and the development of links to investors. Links to national and regional schemes will
then provide technical assistance to take projects through to financing and
delivery.
More broadly, the Leeds Climate Commission will be working to ensure that Leeds is
recognised as a city that is ready to participate in larger programmes and that has
a pipeline of projects ready for investment and an organised, engaged community
ready to act.
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5. The agenda for investor action
Growing commitment from UK investors to take action on the just transition
A growing number of UK investors recognise the need to take action on the just transition at
home and abroad. More than 20 UK-based institutions with nearly US$2 trillion in assets
under management have signed the international investor statement6 on the just transition
from across the investment landscape. These include pension funds such as Brunel,
Environment Agency and RPMI Railpen, as well as the Local Authority Pension Fund Forum.
Major fund managers and sustainability specialists have also signed, including Aberdeen
Standard, Aviva, CCLA, EdenTree, Epworth, Hermes Real Estate, HSBC, MAN Group,
Octopus, Rathbone Greenbank and Tribe Capital.
The just transition is also proving attractive for mission-driven institutions, notably faith-based
investors (for example, the Church Investors Group) and charities (including Barrow
Cadbury, Friends Provident and Polden-Puckham).
Finally, the UK’s development finance institution, CDC, has also signed the statement and is
bringing together the environmental and social dimensions of the transition in new work to
expand employment opportunities for women in India’s growing renewable energy sector.
The task ahead now is to translate this commitment into action. The international investor
guide identified five areas for action to make the just transition part of core practices
(Robins et al., 2018b), set out in Figure 5.1. Implementing these actions is not intended to be
a simplistic linear process. Some investors may want to start with a review of strategy; others
may wish to begin with corporate engagement or targeted investments. The important
point is to bring the just transition into daily practice.
Figure 5.1. Five key areas for investor action on the just transition

Source: Robins et al., 2018b

6

See https://www.tfaforms.com/4694571
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The rest of this section examines each action area in turn, giving examples from the UK and
internationally on practical steps that can be taken.

1. Incorporating the just transition into investment strategy
Investors need to determine how the just transition impacts their existing policies for
responsible investment and climate change. This can be done through three iterative steps:
portfolio assessment, stakeholder dialogue and strategic integration.
Portfolio assessment
Investors are using a range of tools to evaluate the alignment of their portfolios with the
goals of the Paris Agreement. The Transition Pathway Initiative has developed one such
tool, and had at the time of publication benchmarked 238 global companies in 12 sectors
in terms of their management quality and alignment with the 2°C target.7 For the just
transition, investors could carry out an initial screen of their portfolios to identify the broad
social performance of both high- and low-carbon companies. Investors can use existing
frameworks to do this, such as reporting under the Workforce Disclosure Initiative and the
Corporate Human Rights Benchmark. ESG analytics firm Vigeo-EIRIS has also conducted an
assessment of fossil-fuel intensive firms in terms of their competence in ‘responsible
restructuring’ (see Robins et al., 2018b, p17 for an overview of its results). These initial
assessments can help investors understand the materiality of the just transition and inform
further actions.
Dialogue with stakeholders
Dialogue is a core part of the just transition and understanding the views of key investing
stakeholders will be an important part of strategy formulation. In the case of pension funds,
for example, stakeholders would include beneficiaries, trustees and investment staff, as well
as consultants and fund managers. Investors may also wish to reach out either individually
or as a group to a wider pool of stakeholders including policymakers, business, trade
unions, civil society groups and universities. The Italian insurance firm Generali has made
stakeholder dialogue a part of its overall climate strategy (see Robins et al., 2018b, p18).
Strategic integration
Investor action on the just transition is consistent with both overall responsible investment
policies – with their commitment to integrate ESG factors – and specific climate strategies,
which are usually linked to the Paris Agreement (which, of course, includes the just
transition). Integrating the just transition into investment strategy serves two purposes: first, it
signals the importance of an issue in the broad list of priorities; and second, it provides the
basis particularly for asset owners (such as pension funds and charities) to then require their
asset managers to take action and report on implementation.
This process has been enabled for pension funds by the Government’s decision to clarify
that trustees have a fiduciary duty to consider long-term risk and opportunities, including
environmental risks. The Government is proposing that trustees will be required to set out
how they take account of financially material risks and opportunities including those arising
from environmental, social, governance and climate change considerations
(Environmental Audit Committee, 2018). Some investors have already included reference
to the just transition in their climate policies, notably the Environment Agency Pension Fund,
which updated its climate policy in 2017 to include the following commitment: “We
recognise the need to integrate our climate goals with our wider programme of responsible
investment, in particular the social impacts of transition, and we will look for investment
7

The TPI is co-chaired by the Church of England and the Environment Agency Pension Fund, and the analysis is conducted
by the Grantham Research Institute. See www.lse.ac.uk/GranthamInstitute/tpi/
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opportunities to support the Sustainable Development Goals and the Paris commitment for
an orderly and just transition” (EAPF, 2017).
2. Making the just transition a part of corporate engagement
Engagement by investors is a powerful mechanism both for generating a better
understanding of corporate performance on the just transition and for driving improved
practices. Engagement is particularly relevant for shareholders of stock market listed firms,
but can also be extended to owners of bonds, debt and unlisted assets. To get the process
of dialogue underway, investors could include the just transition in regular discussions with
companies using the framework developed by the Task Force on Climate-related Financial
Disclosures (TCFD): a set of engagement questions on the strategy, governance and risk
management dimensions of the just transition is included in the Investor Guide (Robins et
al., 2018b). This can complement existing engagement strategies focused on the
decarbonisation and resilience agendas.
In the UK, engagement priorities could
include globally significant companies
that are part of the Climate Action 100+
initiative as well as domestically important
firms. Climate Action100+ brings together
over 300 investors with US$32 trillion in
assets under management to focus their
combined efforts on 161 companies that
account for well over two-thirds of
corporate greenhouse gas emissions. This
initiative employs a common approach
focusing on companies establishing a
strong governance framework, taking
action to reduce greenhouse gases
across the value chain and to provide
enhanced corporate disclosure: the just
transition is relevant to the delivery of
each of these.
Major energy utilities operating in the UK,
such as such as Centrica, EDF, E.ON,
Iberdrola, RWE and SSE, are all included in
Climate Action 100+. The focus of the
initiative on the most carbon-exposed
global corporations means that it does
not necessarily include all the companies
relevant for a just transition in the UK.
Utility Drax is a case in point (see Box 5.1).
Complementing this could be
engagement focused on the social
performance of the growing renewable
sector to ensure high standards in the
workplace and positive spillovers in the
community.
Furthermore, UK banks will play a critical
role in financing the transition supporting
skills development and place-based
29 |

Box 5.1. Responsible decarbonisation and
the just transition at Drax power station
Drax, located in Selby, North Yorkshire, is part of
a complex of coal power plants and the UK’s
largest single largest point source carbon dioxide
emitter (BEIS, 2018e). A listed company that is
part of the FTSE250 Index, it has taken a number
of steps to decarbonise its portfolio, including
converting four of its six boilers to biomass. Two of
the area’s coal plants, Eggborough and
Ferrybridge (owned by EPH and SSE respectively)
have recently closed down (Carbon Brief, 2018).
It plans to convert its remaining units to natural
gas, introduce 200MW of battery storage, has
publicly supported a strong carbon price, and
has joined the international Powering Past Coal
Alliance (Drax, 2018a, 2018b).
Drax has also expanded outside its original site,
purchasing a £700m portfolio of Scottish Power’s
mostly gas assets in October 2018 (McCormick,
2018).
For investors, key questions from a just transition
perspective could include:
-

How can the process of decarbonisation at
Drax best incorporate the long-term interests
of workers and the local community?

-

Could other investments mitigate the impact
on community and place, for example
through investment in real assets or
employment-generating companies in the
region?

- Could investors partner with regional

development initiatives that could aid the
regeneration of Selby in a manner consistent
with the just transition?
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entrepreneurship and linking this to a just transition across the regions of the UK. We will be
commencing a new project on the UK banking sector and the just transition in 2019.

3. Capital allocation
Strategically, climate action involves the reallocation of capital from high- to zero-carbon
assets and towards those that are resilient to growing physical impacts. The just transition
dimension adds in the implications of this for workers and communities, as well as
consumers and society as a whole. This needs to happen across all asset classes: public
equities, fixed income, private equity, infrastructure, real estate and cash. Importantly, the
just transition offers particular opportunities for impact investors seeking to generate positive
social and environmental outcomes alongside financial returns. This may involve investors
considering new mechanisms for allocating capital, including participation in community
share schemes.
Below we present a selection of examples across listed equities, bonds, real estate and
infrastructure to stimulate new thinking from investors.8 From a place-based perspective in
the UK, the just transition is perhaps most immediately relevant for small-cap equities,
bonds, real estate, infrastructure and private equity, as well as dedicated impact
strategies.
Listed equities
Active equity funds that focus on climate
and environmental solutions are growing
in popularity with individual and
institutional investors. These funds could
take on a just transition dimension by
incorporating a review of workplace and
community impacts in their analysis and
selection process to promote the
‘inclusive clean growth’ theme.
Alongside this active investment
approach, just transition elements could
also be included in the design of lowcarbon and climate indices. In
December 2018, the first equity index that
links low-carbon opportunities with wider
ESG factors was launched by the
Quebec-based investment institution, the
Fonds de solidarité FTQ; the Fonds is a
member of the global Investing in a Just
Transition initiative (see Box 5.2).

Box 5.2: Incorporating the just transition into
listed equity indices
As part of its plan for a just energy transition, the
Fonds de solidarité FTQ is the first investor to
announce that it will integrate the MSCI World
Low Carbon ESG Target Screened Index in the
management of a C$1.3 billion (£0.75 billion)
portfolio by the end of May 2019. Established in
1983, the Fonds was created on the initiative of
the FTQ, Quebec’s largest trade union body and
had net assets of C$14.3 billion as at 31 May
2018. Its mission is to contribute to the province’s
economy by creating, maintaining or protecting
jobs through investments in small and mediumsized businesses. The new index will be an
important part of the Fonds’ efforts to reduce
the carbon footprint of its investments in public
companies, while ensuring that the energy
transition is just and equitable for all workers and
communities.
Source: Fonds de Solidarité FTQ (2018)

Bonds
The quantity of green, social and sustainable bonds has grown substantially in recent years
as a tool for investors to connect fixed income portfolios with both climate and wider
sustainable development themes. In the UK, green bonds are still a relatively small share of
issuance compared with other countries such as Sweden.
There are a number of ways not just to expand the volume of green bonds in the UK but
also to tilt them towards the just transition perspective. The Green Finance Taskforce has
8

In the next phase of the project, we will be focusing on the development of case studies that explore how investors can
support the just transition, focusing in particular on examples in Yorkshire and the Humber.
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recommended that the UK government issue a sovereign green bond. Importantly, a
sovereign bond could ring-fence proceeds for activities that could support a just transition
such as regional revitalisation initiatives. In many countries, the muni-bond segment has
been an important part of the green bond market with strong potential for delivering the
combined environmental and social benefits of a just transition (e.g. through energyefficient low-income housing). This has yet to take off with UK local authorities, however.
Other innovative ways are being explored to mobilise capital for local authority projects,
such as the partnership between Abundance and Swindon Borough Council to raise £5m
through a ‘solar bond’ for a local renewable energy project (Abundance, 2017). The
parallel social impact bond (SIB) market could also be tailored to the workplace and
community needs of the just transition. In West Yorkshire, for example, Fusion Housing issued
a £2.5m SIB in 2018 to help young people out of homelessness. We are working with
Abundance and Bridges to explore the potential of these and other innovative
mechanisms for the just transition (Bridges, 2018).
Infrastructure
The UK has significant needs for new infrastructure to support action on climate change
across key infrastructure sectors such as energy, digital communications, transport and
housing, as well as waste, water and flood risk management. Investors are centrally
involved in financing infrastructure across a range of asset classes. These include fixed
income portfolios for sovereign, corporate and project bonds, where increasing allocations
are being made to green bonds.
In addition, investors can allocate debt and equity to infrastructure assets. Aviva, for
example, has committed to invest £2.5bn over the 2015–2020 period in lower carbon
infrastructure. By the end of 2017, Aviva had committed £1.3bn to a number of solar, wind,
biomass and energy efficiency projects and is measuring the carbon savings these
generate. We are working with Aviva to examine this commitment through a just transition
lens, focusing on Yorkshire and the Humber to better understand the implications for
workers and communities in both the construction and operational phases, as well as the
environmental benefits.
Real estate
Powerful links exist between the just transition and the need to regenerate many of Britain’s
towns and cities. Property investors can play a significant role in supporting the shift to a
resilient zero-carbon economy by complementing the integration of long-term
environmental goals with a focus on strong workplace performance and clear community
benefit.
For major developments, place is now becoming a critical factor for investors in real estate,
to secure financial performance but also to generate positive impacts in the locality.
Hermes Investment, for example, is focusing on three aspects of real-estate investment
linked with the SDGs: first, meaningful place-making that fosters civic pride; second,
working with occupiers and communities to drive desirable social and environmental
outcomes for all stakeholders; and third, achieving a just transition to a low-carbon
economy in order to help prevent climate change (Hermes, 2018). We are working with
Hermes Investment and MEPC to analyse the 20-acre Wellington Place development in
Leeds through a just transition lens, exploring how it can generate positive benefits over its
lifespan in terms of decarbonisation, resilience, workplace practices and the community.9

9

Alongside these and other case studies, we will be examining the potential for the introduction of dedicated just transition
funds across the regions of the UK as a way of mobilising capital for place-based action.
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4. Policy advocacy and partnerships
Investors have an influential role in policymaking, including in supporting the framework
conditions for the just transition. At the global level, investors included promotion of the just
transition in the 2018 statement to policymakers, backed by US$32 trillion in AUM (Investor
Agenda, 2018). In the UK, investors could work with policymakers at the local, regional and
national levels to make the just transition a part of core climate and other policies. For
example, the Powering Past Coal Alliance, launched in 2017 by Canada and the UK,
provides a platform for investors to place coal phase-out in a wider just transition context. In
our work in the Yorkshire and Humber region, we are exploring what partnerships could be
developed at the regional level between investors and key local stakeholders.

5. Learning and review
As the just transition is a relatively new dimension of the climate change agenda for
investors, it will be important to develop experimentation at scale – with investors,
policymakers and industry sectors – and have effective monitoring, evaluation and sharing
of outcomes. The Investing in a Just Transition initiative provides an open platform for
investors to learn from emerging experience and share lessons of practice.
Key finance initiatives and investor associations such as the PRI and the GFI, as well as UK
Sustainable Investment and Finance Forum (UKSIF), and specific groups such as the Local
Authority Pension Fund Forum, the Church Investors Group and the Charities Responsible
Investment Network, all have important roles to play in working with members so that the
just transition gets woven into routine practices. As part of this process of learning and
review, and their reporting to implement the TCFD’s recommendations, investors need to
consider how to disclose the results of their work on the just transition.
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6. Conclusions and next steps
The just transition: moving into the mainstream
In the UK, the just transition is starting to move into the policy and market mainstream. The
recognition of the need to take action on a just transition is still relatively new for many key
players, including investors. While the imperative to connect climate action with social
inclusion is clear, the full implications have still to be worked through. Experience of what
works (and what does not) needs to be built up. The just transition can also be a tough
agenda. But this does not make it any less pivotal for governments, businesses, trade
unions, civil society and investors in the UK.
This report has provided a first snapshot of the just transition landscape in the UK,
particularly as it relates to the role of investors. A number of key findings emerge:


Strategy: There is growing acknowledgement that delivering a just transition will be
key both to realising the full benefits of climate action and to gaining public
approval for the deep structural changes that are required.



Policy: The just transition is a national as well as a global policy priority, and is being
translated into frameworks relevant for the UK, for example through Scotland’s Just
Transition Commission.



Scale: The implications of the transition for employment could be significant, with
one in five current jobs potentially facing increased or reduced demand for their
skills in the transition to a green economy.



Stakeholders: A growing range of stakeholders are active in shaping the agenda,
not least trade unions and environmental organisations. The role of business, large
and small, needs to be drawn out more.



Investors: Leading UK investors are getting engaged with the just transition agenda,
driven both by fiduciary duty and efforts to connect their decisions with the delivery
of positive social and environmental impact.

Much work is still to be done, particularly at a time of unprecedented uncertainty in the
context of Brexit. In one sense, this creates the risk that there could be a mismatch
between words and deeds, with acknowledgement of the just transition not translating into
changes in actual behaviour. Yet, there is equally a real opportunity for delivering
ambitious outcomes that will help the UK remove some of the roadblocks to a truly inclusive
transition. Institutional investors, with their links back to individual savers and beneficiaries
and forward to assets and companies across the country, could play a pivotal role in
making this happen.

Critical questions
Our initial review and consultations have revealed critical questions in at least 10 areas
related to the role of investors in the just transition.
1. Ambition: To move on from being a policy concept, the just transition will need to
become something that people can visualise.
- What could an ambitious just transition look like?
- What are some of the breakthroughs that could be made by 2030?
- How could the transition impact different regions across the country?
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2. Foresight: Experience shows that the anticipation of the social impacts of economic
transitions is key to realising the positive and minimising the negative.
- How can this be done best within the UK’s architecture for climate and economic
policy?
- Who should have the lead responsibility for monitoring and forecasting?
3. Policy frameworks: The UK’s approach to climate change shows the value of a
structured, long-term approach.
- How can the just transition dimension best be incorporated into UK-wide structures
such as the Climate Change Act, the Industrial Strategy, green finance plans and
other objectives such as the 25-year Environment Plan?
4. Skills and capacity-building: The transition will require a range of new skills that will meet
the requirements of new technology but must also provide the capacity to manage the
process of change in an inclusive way.
- Where has the UK made progress in building the skills base for the transition and
where are the gaps?
- Is there international experience to draw upon?
5. Place-based financing: The transition and its social ramifications will be geographically
differentiated. Following budget cuts, local and regional authorities have limited
capacity to lead place-based action for the just transition.
- What are the best ways of building up the capacity of anchor institutions, including
Local Enterprise Partnerships, for example around industrial clusters?
- How can financing strategies be developed that connect the needs for place-led
development with national and international pools of capital?
6. Dialogue and stewardship: Dialogue with those affected by change is crucial for
building ownership of the just transition process.
- How can social dialogue with workers and communities best be promoted within
the governance of business?
- What is the role of investors in promoting social dialogue through their stewardship
duties as owners and managers of capital?
7. Entrepreneurship and business models: Business and entrepreneurs will be key to
developing effective approaches that deliver a just transition.
- What are the new business models that are needed that will facilitate the process,
within both established firms and new entrants?
8. Financial innovation and impact: The just transition provides a perfect opportunity to
connect the green finance and social impact investing agendas in the UK.
- What innovations are needed in terms of new financial institutions (such as regional
funds) and new financial mechanisms (crowdfunding and municipal bonds, for
example) to best channel capital towards a just transition across the country?
9. System change: Many improvements towards a just transition can be delivered within
the current rules of the game. However, to use the words of the Intergovernmental
Panel on Climate Change, “transformative systemic change” will also be needed.
- What is the balance between incremental improvements and system change to
deliver the just transition?
- What are the key areas of system change that are required and how could they
be stimulated?
10. International links: The UK is an open and interconnected economy, with many foreign
investors holding assets here and many UK investors involved internationally.
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-

-

How can UK investors act on the international dimensions of the transition, for
example, in terms of working conditions and community practices in international
supply chains?
How can the UK best involve foreign investors in the just transition process in the UK?
How can the UK motivate its own investors to promote the just transition
internationally – for example, through its development finance institution, CDC?

Next steps
In the next phase of the project, we will be looking in more detail at these questions and
we would welcome your responses to these and other questions. Our particular priorities will
include deepening the analytics of the employment implications of the transition,
developing a series of illustrative case studies of how investors can support the just transition
using the lens of our case study region of Yorkshire and the Humber, and then exploring the
potential for a regional just transition fund. These will all feed into our investor roadmap on
the just transition in the UK, to be released later in 2019.
Please send feedback by 30 April 2019 to Nick Robins or William Irwin at the Grantham
Research Institute – n.v.robins@lse.ac.uk / w.j.irwin@lse.ac.uk.
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The just transition means making sure that action on climate change
supports an inclusive economy. There is a strategic opportunity for
UK investors to contribute to the just transition. This is the first report
from a project that is working to identify those opportunities within
the UK, exploring the extent of the just transition challenge, current
efforts to address it, and how investors can take action within the the
UK, including at the regional level.
The UK Investing in a Just Transition project is being delivered by the
Grantham Research Institute at LSE and the Sustainability Research
Institute at the University of Leeds, in partnership with the Principles
for Responsible Investment and the TUC. It is funded by the Friends
Provident Foundation.
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