Hello and welcome to the latest Fraser of Allander podcast. This podcast is one of a series that we're doing in partnership with Deloitte. We were talking about the key economic opportunities for Scotland in the coming years. In particular, we've been focusing on the opportunities presented by the energy transition and also the digital revolution that's going on in the economy, where these opportunities can help Scotland become more productive and grab the economic opportunities of the future Today, we're talking about transition, the just transition, and to what extent that's happening in the particularly in the northeast of Scotland. I'm delighted to say that joining me today is Paul De Leeuw from the Energy Transition Institute at Robert Gordon University. Thanks for joining us, Paul; and also Hayley Strachan, who's the global employer services leader in Scotland for Deloitte.

Thanks for joining us, Hayley. Thanks, so just a wee kick off, please, if you don't mind both of you. It's really good to hear for our listeners to hear what you do at your respective institutions and in particular, Hayley, it's quite good for our listeners to understand what people do at Deloitte, you know, the sorts of interactions you have with clients and how you help them. So, Hayley, why don't you kick off and just introduce yourself and the sort of work you do at Deloitte? Sure. So, as you said, Hayley Strachan, a global employer services leader at Deloitte. What that means that I do and my team does is we support the employers of Scotland with engaging, deploying, and then paying and retaining their global workforce.

So all elements of accessing talent in the first place, whatever that may be, and then deploying them, thinking about different ways of arranging employment through either direct employment or contracting different global structures that exist to facilitate employment. And then the actual nuts and bolts of having employees in places, which means you have to pay them. And how do you formulate incentives to retain that workforce? That's kind of the end-to-end in a nutshell of what we do. And we're recording this pod today in Aberdeen, Hayley. Does that mean you're quite often focused on the energy industry? Yeah, absolutely. Over the course of my 17-year career, I've always been based in Aberdeen myself, and that does definitely mean I have a strong alignment with the industry, and that's been my primary primary focus over my career.

So lots of experience, mostly with oil and oil field service companies, to be honest, over the years, and then a more diverse set of clients now because the sector is diversifying. I'm seeing that also in my client base; that's really interesting. We'll probably come back to that in our conversation today. Paul, why don't you tell our listeners what you get up to at the Energy Transition Institute? Yeah, Paul de Leeuw, Robert Gordon's University. I look after the Energy Transition Institute; I've spent all my life in the industry, more recently with the university. But the key task of my job is to connect the university to industry, but also providing advisory services to industry bodies, governments, companies around the future of the industry and where it's going.

But also be a real independent, impartial media voice, so we inform the public at large around the transition and the choices we have. Thanks, Paul. And alongside this this pod today, we're publishing a new bit of research about whether the energy industry is sort of, I guess, a crossroads. There's a key opportunity potentially that needs to be grabbed, not only to deliver things like clean power by 2030, but also the economic opportunities that may flow from that. And you know, when when we're talking to people in the industry just now, it does feel like we're at a key inflection point, I guess, or you know, a key crossroads for for seizing these opportunities. And I guess you know, I've said crossroads, inflection point, all of these different words to describe the current situation.

Paul, you published a report earlier this year called Striking the Balance, so you know, thinking about the extent to which this just transition, this transition for workers is happening, what were the main messages you wanted to get across in your report? Yeah, the first thing I completely agree with you. This is the biggest opportunity of our re-plumbing, rewiring, and repurposing the energy system of the country we had for generations. This is massive if we get it right. So, the Striking the Balance report, not literally what it says on the tin, is about how do we find a way we balance all this kind of complementary or conflicting issues. And the report is really focused around this. What is the big prize to go after if we get it right and we do all the activity in the UK with the UK workforce.

We can end up with 40% more people in the offshore energy industry, huge amount of activity, and get to net zero a lot quicker. But that requires a certain amount of activity and investment, a real clear policy. If we're not successful and we don't go the full route, we might end up with 20% fewer people. So there's a real choice to be made, and the report is outlining the choices, the policy decisions to be made, and what's the value to the country in terms of jobs and activities. And there's a really important point around this inflection thing. We do have a choice as a nation. We are a G7 country; we have a big voice in this place, but we have to go after it.

At the moment, if you follow the money, we're not investing enough. We don't do enough activity to get the jobs, so there's a lot more to be done, and we have a choice. That's what makes it actually really quite exciting. Yeah, I think that speaking to people in the industry like you do all the time, Paul, it does feel like the investment environment at the moment is quite difficult, but it's just really interesting thinking about those two routes: 40% more jobs than we have at the moment in the offshore energy industry, or 20% fewer, depending on the decisions that we make over the next few years, and the key point is about the investment that we make. Can you see it as that window closing to deliver that transition?

When do policymakers and politicians need to make these investment decisions so that we're hopefully on that route to the 40% more, rather than the 20% fewer? I think it's really tricky at the moment, and politics is actually getting in the way of this to some extent because the real choices are investment drives activity, and activity drives people. We always see simply not enough investment going in, therefore, we are certainly not heading to the plus 40% scenario; we're very much heading towards the other case. And the other thing that is now happening is that one industry, and particularly the oil and gas industry, is declining faster than the renewables industry is growing. So we have a hugely powerful and impactful supply chain here in the UK, which has been very successful over decades.

We have a workforce which is absolutely, utterly world class. And the saying is, where are the jobs of the future going to be? Where am I going to go to? And they can't find them here; they're going to go overseas, and we're losing that supply chain. So we're absolutely in that kind of Goldilocks zone; we need to get it right, just right. As one industry declines, the other industries are growing. We take the workforce and supply chain across from one to the other; we are not doing that at the moment. This is a really big, tricky debate, and particularly with Aberdeen today in the Northeast of Scotland, where a lot of that kind of world-class capability is.

Yeah, in the previous podcast that we did in the series, we talked to your colleague, Susan MacDonald-Haley, and also Claire Mack from Scottish Renewables, and a lot of the messages were the same in that pod. But one of the things we talked about, you're sort of talking about pivoting that supply chain. But the extent to which this is a bit of a false dichotomy for companies, a lot of the companies, not all, but a lot of the companies in the supply chain are sort of energy source or technology kind of agnostic. They provide particular services, obviously, which are more aligned to different technologies. But to a certain extent, they're not oil and gas supply chain companies or renewables supply chain companies; they're quite often doing both.

What they're seeing at the moment, and this is a broad sweep, is that the money at the moment is being made in oil and gas and not in renewables. But the investment is sort of drying up in the UK at the moment, so that they're pivoting their work maybe to abroad. Do you think it's a false dichotomy, or can you see that there does need to be more done and more put in place to sort of pivot companies and jobs to renewables? There's quite a lot in there; let me unpack a few things. First of all, I mean, the world is changing, and what we need in the future is not an oil and gas workforce or a renewables workforce. We need an energy workforce.

Energy workforce, yeah, and that's really key, because if you think about where the people work, roughly 10% of the workforce works for the operators and developers, 90% of the supply chain. So it really is very much supply chain heavy. The other thing is, go back to the money, because it's really clear. If you think about around the world, oil and gas has been a massively big investment, somewhere between 600 and 800 billion a year. The renewables business is $2 trillion plus a year now. It's about two or three times the size of the oil and gas business. There's enough activity, yeah. There's enough jobs, yeah. But it might just not be all in the same place. We need a far more agile, far more responsive supply chain who can do this stuff.

Now, I believe the UK is ideally positioned; if you had to start a transition somewhere, we got all the ingredients. We got the workforce, we've got the assets, we've got the supply chain, we've got the ecosystem; everything is here. All we need to do is good policy to make it work, investment to follow, and we've got a fantastic North Sea basin, which is going to be the energy powerhouse for decades to come. I think there's a massive future there, but it needs to come to the magic key to unlock it; we still can't figure out what the key is. The key is, yeah. Well, that pivots really nicely into the work you do, Hayley. I think, you know, in terms of what you're seeing in the energy workforce, you know, sort of today, you know, you work with clients in the energy industry, I presume, who need people with the right skills in the right place at the right time.

So what are you seeing right now? Are these sorts of comments, you know, chiming with you? Yeah, they are. They are. I think the point about responsiveness and agility is really actually important because we do see, you know, projects come on stream quickly; maybe they're also cancelled quite quickly. So actually being able to respond to the demand when it exists is really important. And that can sometimes require workforce movement, you know, across borders because it's maybe not immediately available. But then that comes with the challenge of being able to achieve that quickly in an agile and responsive way because obviously there are lots of compliance elements that need to be to get people into the place that you need them to be at the right time.

So we do also see, I think, a bit of a mix, really, I would suppose, in terms of businesses maybe at a, I mentioned earlier, that there's a whole set of new market entrants, you know, so this mid-market of specialists that are looking into newer technologies, or not so much the big operator players, right? But there's a whole raft of diverse new businesses that exist in the industry, and I would say that we're seeing businesses explore cross-border opportunities, which then require the movement of people at an earlier stage of their business maturity, let's say. So previously, maybe businesses would have, you know, been able to exist within the boundaries of the North Sea market and wouldn't have needed to explore other opportunities.

But if those opportunities are not there immediately, you know, and consistently, then the businesses are starting to look into other markets where there are opportunities available to, you know, just keep the business in existence, right? And then that necessitates, if they're able to secure a project elsewhere, they're able to retain their people, deploy them, and, you know, bring them back into the North Sea market when there's an opportunity again here. But it means that the patchwork maybe is a little bit more complex for employers than it's been previously because to continue existing and maybe to access experience, credentials, skills, then businesses are actually looking outside the UK in some cases, you know, to or just being, you know, commercially sensible, right? They're going where the opportunities are.

So it's, yeah, there is a bit of a trend of that, yeah, and also diversifying, I suppose, to ensure that they can continue to do that. Exactly. And then on the flip side, you know, we also see still, you know, overseas workers being brought in on specific projects, you know, in recent anecdotal kind of experience, you know, wind farm work, construction work. We do see a lot of movement in those spaces to support, you know, various projects where there's been, not obviously the skills available locally, because we're seeing, yeah, in particular a recent wind farm example, you know, talent being brought in from Germany to facilitate a particular project. And it's so interesting, the work you do.

I mean, just if you're thinking over the last year or so, you know, it might be hard to sort of do this in a nutshell, but would you say we're sort of taking more workers, you know, international than bringing international workers in? I mean, what's the balance right at the moment? How does it feel like they're in the energy industry? It's a real mix. You know, I've got examples of substantial deployments into the UK on specific projects. But then, you know, also, as I mentioned, you know, businesses that are going global and doing what they need to do where it's available to keep the business going. So, it's definitely a mix; I wouldn't say that there's one offsets the other a little bit. So, you know, it's different in pockets, I would suggest.

Particularly, I think we maybe see more in the wind farm kind of space being accessed from overseas if I had to kind of think you know, can I isolate a trend within what I'm seeing more generally, but on balance, I would suggest it's maybe reasonably balanced across the whole piece, but with different movements within maybe different parts of the subsector. Okay, very interesting And, you know, in terms of the people that are maybe being brought in to work on projects in the UK, you know, I guess what sorts of skills are we, I don't know, maybe short of in the UK that are having to be sort of imported from other markets? I mean, it is difficult for me to say, to be honest, because we're dealing with deployment

at a macro level, so I don't necessarily know the particular skills or job titles or roles that the whole 50 people that we're dealing with that are being brought in, you know, so maybe it's that's end to end of all roles to facilitate a project, I don't know. Or is that 50 people with, you know, a particular skill set that's going to, that everyone's got? I don't know how much diversity or the particular roles within the... But you can see the particular subsectors are particularly prone to that. Yeah, the types of projects or the types of businesses that are moving people we can see, but not as much down to the granularity of the roles that those people are actually fulfilling.

Yeah, and given that change, you've seen the diversification, the new technologies, I suppose, coming in, you know, at that macro level, you know, are you seeing that sort of switching from people or companies looking at kind of oil and gas into renewables? You know, are you seeing that transition, I suppose, from your work? Again, slightly difficult, because if you bring, unless it's a specific project, so we know the client is coming in to be part of a supply chain to support a project, then we can say, you know, I would have be able to comment on, you know, they are supporting that particular sector. But in general, we also, businesses still have programs of mobility to support development of their people and transferability of skills and key leadership roles that all still continues, you know, as well as the specific project deployments.

And so actually, there's an argument to say perhaps that, you know, those people are supporting the diversification of the business because they are, you know, business leaders and also talent of the future in the business. So it's difficult to know what they're actually doing, which particular part of the business they're supporting when they're in, but we still see movements of that type as well. Yeah, I think it's really interesting when you speak to businesses who are operating in, you know, in the Northeast, who have not only diversified their business from, you know, fossil fuel-based technologies into renewables, but also taking their solutions and diversifying them into completely different sectors, you know, whether it's, you know, digital platforms and stuff.

There are other ways to diversify and to think about how your business becomes more sustainable in a future where we're not going to be relying on fossil fuels. You see, if I can build Hayley's point, I think she made an excellent point there; the world is changing, and the type of work is changing. I'm not surprised, Hayley, what you're saying because actually what we're seeing really clearly is, when you look at what we currently have in here in the North Sea, it's an operating workforce, the operating platforms, terminals, pipelines. But what you're describing, which I completely agree with, the future is not about operating; the future is about building things, right? So we need almost like a different type of workforce. It's far more transient, you know, because you do an activity and move on.

It's far more place-based. You do it with a wind farm, you do it with a carbon capture store, or the storage facilities are, or the hydrogen is. It's a very more kind of flexible workforce, which means we need to have a different way of doing it. And I think that's the way you describe it. So I can see the same trends in the work we're doing as well. So I'd like to focus in on particular issues. And in the research that we've published, which we'll call into discussing some of the findings in that, you know, we sort of set the scene with it feels quite difficult right now. The investment environment feels quite difficult, and there are various, perhaps, reasons why the UK environment might be particularly difficult for companies that are operating across these borders that we've talked about.

Now, one of the areas is the fiscal regime. So, you know, for the uninitiated, we've set this out in the research we've published so that you know what the sort of tax regime is like in the North Sea, because it is quite complicated. I mean, Paul, what are you hearing about the impact of the tax regime in the North Sea on investment? And I suppose particularly maybe the reduction in offsets that companies can use to reduce their tax burden. So there's a risk when we talk tax, everybody switches off, right? But there's a few really interesting bits in here, yeah, let's give it a go. First of all, let's step back for one second, right? So this country has changed its tax regime five times in the last couple of years.

Five times in the last couple of years. There's no other country I know who's done that, which is a really interesting challenge. Second thing is now, we actually have a windfall tax or an EPL, an energy profit level, but there's no real windfall to tax anymore, which is really weird. If you look at it, by the end of the year, the UK will be the only country in this part of the world with a windfall tax left. There's no other country in this part of the world. So the question is this: we keep on changing it, and we are actually really the only country left. The reality of what we find now is that the tax regime is now so unattractive that capital is going somewhere else.

And that's not a community one because what you want is you want to have a fiscal regime that is progressive, which is right for the maturity of the base, and we're not having that. So therefore, you add it all in the mix; what is happening? Capital is going somewhere else, we're still operating on platforms, and decommissioning costs are kind of creeping up. That's not a winning outcome if you think that the future of energy is not just all about renewables; it's about all the energy we can use to make sure this country gets to net zero as fast as possible. So we have a problem. Investors are going somewhere else; renewables are actually really struggling in terms of the cost base, the timing, and getting into the grid and the consenting.

It's not a winning outcome for the supply chain and the workforce. So, actually, there is an opportunity for government to do something about it, particularly with the upcoming budget on the 26th of November. This is about policy; it's nothing else; it's about policy. This is about politics and policy. Actually changing a tax regime is completely in the hands of the governing party. I think it is totally reasonable to say you have a progressive tax regime that attracts investment. The big conversation is really around is the energy profit level, the levy, the windfall tax, when is it going to change, when is it going to change. It's both a number and a timing issue. I think the industry is pretty clear; I don't speak for industry, I talk about industry, but you need to make this base investable; therefore, you need to change the regime as soon as you can, and that cannot wait.

Because by the time you wait too long, the industry is gone, the supply chain is gone, the workforce is gone. So it is really around putting the right things into place, the right incentives, the right kind of signals to investors to get on with it and invest. In my mind, EPL is part of it; it's not the only thing that needs to be done because we need to make sure there's access to licenses, there's consistency, there are elements around supply chain support required, but there's a package of activity to do to get the basin back on track. Is it possible? Yes. Is it something we can do very quickly? Yes. Does it cost the government any money? Very little, because it's a policy question. Is it doable? Absolutely.

Other countries have already done it. Can we get on with it? Yeah. Well, we'll see, won't we? Like you say, I guess it's not just, you know, the changes that have happened to the fiscal regime have meant that, I suppose, marginal investments then look less attractive for investors, and particularly the reduction in the capital offsets that businesses can use to reduce their tax burden. And it's not just about that, but it's also about, I suppose, more certainty that if the regime changes again, you know, to become more investment friendly, that it won't change again in the future. So it's that certainty, but we need to be realistic. The world has changed, but our tax regime has not. If you look at countries around us, Norway is continuing to provide energy resilience.

They're actually taking, doing very well, providing the energy resilience to Europe, taking the money from the oil and gas industry to accelerate renewables, a shining example. The Netherlands, they are realizing, post the Russian invasion of Ukraine, the world has changed. They're looking at selective gas developments in the North Sea. Denmark, stalwart of kind of going green on renewables, redeveloped the TIRA gas field, currently independent and exporting gas. The world has changed; the UK has not. And I think there's a real element around here, around the question, around, as a nation, a G7 nation, where do we see the balance between energy security, affordability, all the things we want to do with net zero. There's a real challenge now coming in. Now there is a balance, but we need to make sure we get that balance right.

So that's about the kind of investment that we need to see to ensure that we grab these economic opportunities and that the supply chains that we have at the moment are maintained where possible and transitioned, essentially so we get that supply chain benefit as well as the direct benefit from generating a clean power in the UK. But, you know, there are other potential challenges around regulations, so, you know, things like employment regulations and rights and also immigration policy. Hayley, what are you seeing in terms of the, I guess, the attractiveness of the UK from an employment point of view and some of the challenges that's posing? I think it comes back to that agile and responsive point and the kind of on-demand nature of the requirement for talent.

If I think about the incoming Employment Rights Bill, then, you know, I've attended a few different events on this topic with various industry groups and actually across the country in Aberdeen and in Edinburgh, hearing from the attendees or who's attending those events and who's interested in this. It's a real cross-section of employers, but it seemed from the rooms that the conversation or the concerns were from the types of employers who do rely on seasonal or project-based, more agile, you know, kind of workforces. And so, if we think that that's how demand looks in the energy sector, then you could perhaps consider that that's going to be a concern or a factor, certainly in decision-making when the Employment Rights Bill is going to give certain, confer certain employment rights from day one.

But then, are you going to have the confidence to be able to commit to employing in a long-term kind of way when it's unclear, you know, the next project? Is it going to come? You know, what's your demand going to look like? In a stable kind of environment, it is much more dynamic. So, there may be links and influences there in terms of what I was hearing and seeing from the employers whom I've spoken to about this and, you know, how they're then behaving. Yeah, absolutely. And are you seeing any impacts from the changes in immigration policy recently as well? Is that causing issues? I mean, interestingly, you know, from Deloitte's 2025 State of the State, you know, Scotland, the Scotland public are the least concerned of the nations in terms of the respondents to that survey.

At the very least, you know, immigration was further down their concern list compared to, you know, other parts of the UK. So I think that that's an interesting kind of cultural observation, you know, the concern levels there. And I think from an employment point of view, or from, you know, what we see from our clients and from discussions in the market, if I come back to that wind farm example, one of the challenges that that business had, a Danish business who were accessing German talent to bring them into a project in the UK, one of the things was, you know, the cost of immigration and for this particular business, you know, the costs of bringing those individuals in and the timeline to get them with the permissions to come into the UK was a prohibitive factor; you know, that was one of their decision-making factors.

And, you know, I don't actually know what happened with that project, because after the conversations we had about the various things that would need to happen for it to go ahead, you know, the conversation with us stopped, so I don't actually know whether they overcame that. And that project actually happened in the way that we were discussing at the time, but that was certainly part of the conversation. That's really interesting, and quite often we think about, yeah, the barriers that different sorts of immigration policies can put up to people just moving, but the cost is a really important point, actually, both to the individual and also to the business who's employing someone And I just think it's really interesting that some of these, you know, the regulations and the policy decisions on immigration can mean that a sort of uncertain investment environment, you know, it sort of just adds more kind of sand into the machine, maybe, or of investment.

If you find it difficult then to, you know, employ people when the investment environment is quite uncertain, you don't know where the next product is coming from and that sort of thing. It's just really interesting. So I've mentioned a couple of times the research that we've done alongside putting out this podcast, and very kindly, Paul shared some of his scenarios that you published in your report. You're striking the balance report earlier this year, and we've done some modelling on not just the employment consequences of those, but also the consequences that will be generated in terms of economic growth. So, you know, if the different scenarios of a certain type of decline of the North Sea versus a faster decline of the North Sea.

Between those two scenarios, what is the difference in terms of economic activity for the UK and for Scotland? What can we say about the North East? Do you just want to say a little bit, Paul, about the types of scenarios that were in your report that you published and how should we interpret these different paths of the future? First of all, I'm very excited about the research because I think it's really important we get these economic parameters out there. So just on the scenarios itself, so you think about the North Sea; peak production in the North Sea was in 1999-2000, four and a half million barrels a day, that was a huge basin. We're now, last year, just over a million barrels; we're 75% decline already, so it's a declining basin.

Decline is nothing new; we've been a quarter of a century of decline that continues. The choice is not about that anymore; the choice is about do we now have a managed decline or an accelerated decline and that's what our scenarios really do. A managed decline means we manage it in such a way we can take the supply chain, the workforce from this basin, and then deploy it in the renewables kind of sector. So it really is managing it in a very smart way, back to the Goldilocks zone, get the next five to seven years right to do it. Accelerated decline is a different world; what we've been saying is too tough. Don't want it; we'll just make a policy choice.

There's also a policy choice, but we decline a lot faster, and literally, we see platforms kind of being decommissioned a lot quicker. That's a choice between a managed decline and a kind of accelerated decline. Now how does it show up? We see particularly a big difference in capital expenditure, so in a managed decline you still still continue the capital expenditure coming in; in an accelerated decline, not. You also see when you go for accelerated decline, more decommissioning coming, happening faster, and then operating costs will kind of vary; it depends on activity. It has a massive impact on the workforce, and I'm delighted to see that now the economics behind are saying this, because we'll have a huge impact on GVA as well.

Yeah, absolutely, and for those who aren't familiar with the industry, it's very GVA, as we call it, you know, GDP rich. You know, it basically generates a lot for the workforce that works directly in the industry, and as Paul touched on earlier, it has huge what work in the supply chain, but also the economic activity that's generated by that. So, you know, oil and gas always has punched well above its weight in terms of, you know, the sorts of supply chain and multiplier effects that can be generated by the industry. So, this is one of the reasons that you can't just look at the economic activity in the industry itself, but you really do need to consider the supply chains and the impact that that's had.

So, you know, listeners can have a look at the research, but in a nutshell, what it shows is that the difference between these two scenarios that Paul's described, you know, will probably have a material impact at the UK level in terms of the GDP impacts, you know, maybe something like half a percent, you know, by 2035. It's not huge, but it's significant, but importantly, when you then zoom in on Scotland, you know, then it becomes much more significant because it's so concentrated here, and our modeling suggests that could be up to almost 2% of GDP in terms of difference And then again, this is difficult because of the data that we have about the Northeast particularly, but you know, the difference between the two scenarios for the Northeast could be as much as maybe 5% of the economy because it's so concentrated here.

Now, these are scenarios which are about the rate of decline of oil and gas. They don't have the offsetting, you know, hopefully investment in renewables and the upcoming economic activity that will be associated with that, but we do know that that's different in nature. It has different multiplier effects and maybe in different places, as you said, Paul; it will be different and it is different, and it's uncertain at the moment, being made more uncertain perhaps by some of these policy choices that you've talked about. So I can just think, because I think what you're saying is hugely powerful, because if you connect that economic impact to the jobs impact. So when we look at our research and the kind of old connect, which is brilliant, I've seen that collaboration between all these parties here.

One in 220 jobs in the UK kind of support the offshore energy industry; it's one in 30 in Scotland. Yeah, but actually, if you're sitting in the Northeast of Scotland, Aberdeen and Aberdeenshire, it's one in six. You take the induced jobs, it's one in four. So you take the jobs impact into account and then link it to the fantastic analysis you just kind of outlined. This is hugely material in terms of what it means for the economy, but also around, no doubt from a political perspective, around the tension that's going to be in society around the expectation of politicians to make the right decisions. I think it's a really welcome piece of research, and I think it's going to really add to the richness of the debate. No, absolutely.

Hayley, I just wondered if you had any reflections on those sorts of economic impacts that we see from different rates of decline? I mean, I think just from recent conversations with industry bodies and, you know, anecdotally what we're seeing in the press and in the local market and just actually in our city, that there's been already a trend of redundancies; you know, and I know that actually Offshore Energies UK are collating data on this and have been canvassing, you know, their members to understand current state and what projections are for the next kind of the short term. But that's clearly already present; yeah, yeah, absolutely. And I think that's, I mean, obviously, these sorts of projections are uncertain and, you

know, Paul and I do this sort of research to not say this is what will happen, but to say, given what we know, if X, Y, and Z happen, then this is likely to have these sorts of consequences if, you know, the recent past is a good predictor of what might happen in the near future. So, you know, they are uncertain, but it's about starting this conversation about potential impacts. If there is lower capital investment and this is a trajectory, it will have economic impacts, and the sort of research we publish today is a way of kind of trying to quantify what those economic impacts might be to show that it's not just the policy decisions have consequences and have these sorts of consequences.

I mean, and that's what I like about the scenario; it gives you a range of outcomes. Yeah. Just for our benefit as well, I mean, what is 2% of Scottish GDP or 5% local? I mean, what does that compare to? I mean, what do we need to do to fill that gap? Yeah, I mean, it's a great question. I mean, you know, and this has all been done in what we'd say is constant prices, you know, sort of 20-23 prices, and it's around £4 billion. But again, people don't know what that is. What is that? You know, but I mean, for comparison, the construction industry in Scotland, the whole construction industry in Scotland is around 6% of GDP, yeah? So, you know, it's a significant chunk of GDP.

The whisky industry, or sorry, the drinks industry in Scotland, again, it's around that sort of level, about 2% of GDP. So, you know, it's... so you need to create another drinks industry. That's the equivalent if you don't, if you let us go, which is, of course, pretty material. It is very material, and I guess one of the things that we cycle back to in the research as well is the recent past because I think it is very instructive, and I suppose I'm talking about the last 10 years rather than the last few years, you know, and obviously we've had lots of shocks in the economy at the UK level, you know, we've had COVID, we've had Brexit, we've had the energy price shock that we saw in 2022, but I sort of wanted to take people back to 2015 and the oil price shock at that time because what you can see very clearly in the data about the northeast is that impact that that had

Now, we can see that impact at the Scottish level, actually, because if you look at Scottish versus UK GDP, you can see a kind of gap opening up at that point in time, which has been clawed back a little bit, but you can see it still persists. In particular, there was quite a lot of, you know, tax-rich, high-earning kind of jobs that seemed to go, which was a bit unfortunate, given that was the same sort of period of time where income tax was devolved to Scotland, so it is a bit of a challenge. But, you know, you can see very clearly from the data that between 2015 and 2019, you know, there was a significant contraction in the northeast economy, compared to growth in the Scottish economy.

That, you know, the recovery from COVID has been very different in the northeast compared to Scotland, and poorer, and overall, the data shows that, you know, compared to that period of time, I mean, we've only got up to 2023 data, but, you know, compared to 2015. the northeast economy is significantly smaller than it was back then, and so it's not just about this is what we think might happen in the future, but you can see it has happened in the recent past. Does that chime with what you were saying about it feeling difficult right now? I don't know that it does. I mean, I am. I mean, there's there's obviously a lot for employers and businesses to consider right now, but I anecdotally think and just in conversational although there are clearly challenges, there's also a lot of positivity.

So if I think back to, you know, I was here, you know, in that 2015 kind of time, and I think the city felt quite depressed. And it doesn't feel like that as much now. You know, there's lots of these types of conversations, and yes, there's acknowledgement of actions needed and things that need to happen. I think it feels like there's quite a lot of, to be a little bit corny, but energy around that, you know, yeah. And would you agree with that? But I mean, you've talked very much about the big opportunity here, you know, that we, yeah, I mean, I think for the nation, this is, it's incredible if you get it right. And I think there's a whole host of things happening or about to happen, which can put us on the right trajectory.

The industrial strategy, which was published by the government in June, you know, I mean, that kind of is a big unlocker. But a number of big consultations on the industry, on the tax regime, on the building the future of the North Sea, all that's coming out before the budget. COP 30 in Brazil around the corner. So again, you know, there's a whole host of developments happening on the back of what the country is going to do. We got the budget; there's a lot of things playing out in the next few months, where we can do a bit of a course correction. I mean, we have the, we have the kind of the set map; we know where we need to go.

It's about finding the right course for the next couple of years to get that positivity back in the industry and really do this in the UK with the UK workforce to build the capacity. We cannot be a G7 nation and import all our net zero capability from other countries; that would be a real shame. We have an opportunity to build a brand new, world class industry here. This is the opportunity; this is the time to really go after it. Yeah, that's a really, that's more positive than I was being. Thank you, Paul. Maybe you've just got too optimistic here; absolutely. I mean, what do you think, you know, you've talked about the opportunities over the next few months for this course correction.

What do you think, you know, people you talk to the industry are hoping for, or one hoping for, or two expecting in the upcoming budget that you've mentioned? I mean, the industry is full of realists, right? So obviously hope is not a strategy, so we take hope out of this one. But what people are saying is actually, you know, please get it right. There's a massive prize out there, there is money to be invested, there's activity to be done. We are not on that trajectory now It's really clear if you look at most of the offshore sectors, including the wind sector, carbon capture, storage, hydrogen, oil and gas; it's all going slower than expected. There's less money being invested, and so we need to do something to change that.

The industry is willing to go, but it is government who sets the right policy, the fiscal framework, and sets a trajectory on this one. I think it is that collaboration between industry and government is going to be critical, but it is in step where we're going to go. Now, the government's signals are pretty good; people saying is, yeah, we understand it, we get it. But how do you translate signals into real activity and delivery? And again, if we get it right on the budget and what happened after that, fantastic. But there is a fear from industry that something will happen, but that something isn't big enough and clear enough. So, yeah, you get a little step in the right direction, but the step is not giving the signal to industry to invest; it gives the elements within there.

And that is the big worry that, you know, we're not just getting there. Yeah, I think that's really important, actually; it's not just about the fiscal decisions the government makes, a budget or whatever Government has such a key role in signalling that, you know, they are serious about programme investment. The signalling role of government is so important, and I think it's reasonable to say that that's got a little bit more muddled in recent months. From your point of view, Hayley, the people you're talking to, what do you think the industry is kind of hoping for in the next few months in terms of policy? I was just thinking about what you were saying there, Paul, as well. I've already mentioned a few times the point about like the agile and responsiveness, right?

So when the talent is needed, when the jobs are there, the talent is needed like immediately, right? But there's a time lag from investment decisions being taken for when that point actually comes. So, you know, through investment rounds and then actually, you know, operationalising through to, you know, when you actually need the people. So I think it's important. It's a reflection that actually anything that happens now isn't going to necessarily, you know, have that job impact next month; it's going to be some period down the line. So there's that immediate piece as well that, you know, even with increased certainty, you know, to recognise that that will be maybe a time lag between when we actually, when me and the clients I serve actually see that activity happening.

Absolutely, and it's going to be interesting to see how the discussion around the employment rights bill kind of evolves You know, we've seen even folks like the Resolution Foundation in recent days talking about the economic impact that it might have, and given their sort of focus on workers, it's just really interesting to see the acknowledgement that, whilst, you know, some of the researchers have seen, you know, many businesses think many parts of it are sensible, but there are certain parts of it, particularly on day one rights, that, you know, are likely to have a sort of a bit of a chilling effect on people's willingness to employ people, sort of adds on top of things like employer and national insurance changes last year.

So thank you both for joining me today for this discussion about whether this just transition is happening. You know, my gloomy take has been much more positive by my optimistic guests, so that's great, and it is always important to focus on the opportunity we have here, a huge opportunity. And Paul, you said that really well at the beginning of the podcast, the opportunity we have So the research we've discussed is available alongside this podcast, um, along with all of the other podcasts in the series that we've done with Deloitte, which are again optimistically talking about the economic opportunities we have here in Scotland. So check those out if you're interested. We've had a really interesting set of conversations with different contributors, um, about, uh, the energy transition and also, um, digital revolution that we're seeing in the economy in Scotland. So thanks very much for joining us and we'll see you again soon for the next Fraser of Allander podcast. Go ahead, thank you. Thanks, Mairi, very good.

