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Executive summary

Under the pressure of climate change, countries across the
globe are scrambling to reduce their dependence on fossil
fuels: a global energy transition is under way. With the
Green Deal as its flagship policy, the EU is stepping up to
this challenge, aiming to reduce its overall emissions by
55% by 2030 and to net zero by 2050. This transition will
change not only how energy is produced, but also implies
changing the technology used to consume energy, for
example by switching from combustion engine vehicles to
electric vehicles (EVs). The transition will thus inevitably
have a major impact on workers and their communities.

Under the pressure of climate change,
countries across the globe are scrambling
to reduce their dependence on fossil fuels:
a global energy transition is under way.

Ideally, transitions should take place over a long time
span to give society time to adapt. However, because
policymakers have been slow to enact strong climate
policies so far, the negative effects of the current energy
transition on workers and their communities, such as loss
of employment or higher living cost, will likely worsen.
If they do not address these social costs, governments
risk public backlash against increased climate action.
Nevertheless, the pace of action does not need to be

a major obstacle if decisions are taken in a planned

way. Drawing from historical examples, this paper
makes recommendations for the EU to minimise the
negative effects of today’s changes on workers and their
communities and to achieve a ‘just transition’.

This paper focuses on two dimensions of the concept

of just transition. The first concerns ‘distributional
justice’: does the energy transition guarantee an
outcome that is just for workers and their communities?
The second dimension concerns ‘procedural justice’:

is there participation from citizens and stakeholders

in policymaking, and is the government responsive

to their input?

RECOMMENDATIONS FOR THE EU TO ACHIEVE AND HARNESS THE JUST TRANSITION
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Both cautionary tales and positive examples from past
transitions’ effects on social justice and participation are
used in the paper to illustrate ways in which the EU can
foster a just transition and increase the acceptance of
climate policies. The analysis suggests that, to achieve

a just transition for workers and their communities,
including distributional and procedural justice, further
effort is required in three areas:

1. The EU must ensure a timely and planned
reorientation of industry to minimise job losses
for workers during the transition. To do this, the
EU should create an enabling environment for the
industrial transition. It should also remove all subsidies
for fossil fuels, and ambitiously reform the Energy
Taxation Directive (ETD) to set higher minimum taxes
on fossil fuels, while allowing for member states to
lower electricity taxation.

2. Although the EU already focuses on improving
skills and employment, it should pay further
attention to the impact of the energy transition
on jobs and skills. It should define and track how
the transition is changing jobs and skills. An EU-wide
definition of employment and skills for the green
transition would also ease the matching of changing
skills with employment and allow the regional effects
of the transition to be assessed. In addition, the EU
should improve support and incentives for workers to
retrain, as well as validate workers’ existing skills, in
coordination with the national level and stakeholders.

3. The EU should do more to get citizens on
board with the transition, and to achieve
distributional justice that goes beyond
employment considerations.

a) It should as much as possible mitigate redistributive
effects and costs of climate policies (distributional
justice) to increase the acceptance of those policies.
To do this, the EU should reform its fiscal rules to
give member states some financial breathing room
to compensate for the social costs of the energy
transition through strong social baseline systems.

In addition, the Recovery and Resilience Fund (RRF)
should also further incentivise member states to
invest in social policies. The EU should guarantee and
track the full implementation of the European Pillar
of Social Rights (EPSR). The newly proposed Social
Climate Fund is an example of where the EU should
mobilise funding to first compensate the poorest
citizens: social aspects should be placed at its core.

b) Making the transition acceptable for the citizens
is not the only challenge: the EU should also
guarantee input from citizens and stakeholders.
In other words, it should pay attention to procedural
justice. For this, the paper proposes that the EU
creates a framework for just transition commissions
at the national level, and to improve the cooperation
with stakeholders to monitor the social effects of
the transition.

Although the ongoing energy transition is affected by
market forces, it is less circumstantial than past energy
transitions. Because it is driven by predictable policies to
reduce emissions and achieve climate neutrality, better
planning and coordination is possible. The EU has already
taken many positive steps towards transition, but the
historical examples give us cautionary tales of approaches
to be avoided, as well as lessons that can be learned from
good practices. It is now up to the EU and its member states
to seize these opportunities by learning the lessons of the
past and achieve a transition that is fair and inclusive for all.



1. Introduction

With the European Green Deal as its flagship project,
the EU has placed the ongoing energy transition firmly
at the centre of its policy agenda. The Green Deal’s
targets of emission reductions of 55% by 2030 and net
zero by 2050 have unleashed legislative efforts across
the board to achieve a European energy transition. The
transition is also happening on a global scale: to tackle
climate change, countries across the world are phasing
out fossil fuels and the technologies that utilise them.
The world economy, which still strongly relies on fossil
fuels, is therefore facing a transformation. This will imply
important adjustments in the labour market. It puts
workers in affected sectors, as well as their communities,
on the frontline of today’s energy transition. If their
voices and needs are not sufficiently taken into account,
policymakers risk facing major opposition and losing
public support to achieve the energy transition.

This paper shows, with the help of past examples, that
energy transitions should be set in motion early, and be
gradually phased in to minimise their negative effects
on workers. However, decades of slow action in climate
policies mean that the current transition must now
happen faster than is ideal, and requires social action
and input. Although policymakers at times still seem
to underestimate the societal costs! and the difficulties
workers will face, Executive Vice-President of the
European Commission Timmermans nevertheless
captured these challenges well when he said that the
transition “will be bloody hard”.2

Although policymakers at times still
seem to underestimate the societal costs
and the difficulties workers will face,
Executive Vice-President of the European
Commission Timmermans nevertheless
captured these challenges well when

he said that the transition “will be
bloody hard”.

The EU will therefore urgently need to step up efforts.

It has to ensure that workers and their communities® are
not disproportionately hit, and that they are involved
and heard when decisions about their future are made.
In other words, today’s energy transition also needs

to be a ‘just transition’. The just energy transition
consists broadly of two core dimensions.* First, there is
the need to to achieve ‘distributional justice’. Workers’
employment opportunities should be improved through
economic development plans and investment, as well as
by supporting the retraining of workers® in order to make
sure that the output of policies is just for the people.®

Beyond improving workers’ prospects of employment,
distributional justice also implies minimising the
negative impact on people’s general welfare (e.g.
preventing energy poverty, making green technologies
affordable). The second dimension is ‘procedural justice’.
The just transition includes the need for consultation and
participatory governance’ — for a just transition, input
from the people is required. This paper considers both
these aspects of the energy transition.

Chapters 2 and 3 consider the impacts on workers and
employment, and make recommendations to improve
distributional and procedural justice. Although the
transition is both a challenge and an opportunity

for employment, it will require a timely and gradual
reorientation of industries to keep them competitive, as
well as extensive reskilling and upskilling to help workers
adjust to newly created jobs.

Chapter 4 explores broader aspects of achieving a just
energy transition for workers and their communities,
going beyond employment considerations. It focuses first
on possible actions for the EU to improve distributional
justice through social policies: for people to accept the
transition, it should not have a disproportionate effect on
their welfare. Extra attention should be paid to how fiscal
and social policies can support the workers and their
communities where the outcomes of the transition do not
make everyone better off. Broader actions to give workers
and their communities input in the transition are also
discussed, and suggestions made for the EU to improve
procedural justice. If workers and their communities are
not giving input to policymakers, or if their input is not
being heard, the sustained policies and measures taken
may lead to protests.®

The good news, however, is that the current transition is
arguably more planned and less circumstantial than past
transitions. Or at least it can be, if decision-makers make
use of the policy options they have to plan the transition
in a way that is socially fair.

The good news, however, is that the
current transition is arguably more
planned and less circumstantial than
past transitions.

This paper will thus aim to draw lessons for EU policies
to achieve such a just and inclusive transition on the
basis of a selection of historical transitions — both
cautionary tales and success stories. It focuses on the
energy production and car manufacturing sectors, as
both face major employment challenges. Drawing on



the literature on socio-technical transitions, it answers
the question: What can we learn from past transitions to
achieve a just and inclusive energy transition for workers
and their communities?

1.1.WHY ACHIEVING A JUST ENERGY
TRANSITION MATTERS MORE THAN EVER

The first energy transition dates from the 13th century,
when humankind transferred “from animal, water, wind
and firewood™’ to coal: this was the start of the fossil
fuel era. The second distinguishable energy transition
can be pinpointed to January 1709, when Abraham
Darby turned coal into coke, unlocking the fuel for the
Industrial Revolution.!° From the late 19th century,
society transferred from coal to oil and natural gas as a
fuel source!! and witnessed the breakthrough and growth
of electricity as a power source.

The current transition can be described as a transition
towards renewables and higher energy efficiency that,

to reach our climate objectives, should go along with

a phase-out of fossil fuels. The political motivation to
achieve the global energy transition took a major leap
forward with the conclusion of the Paris Agreement in
2015, which spurred countries around the world into
action. Major economies now find themselves in a global
competition to reduce emissions to zero by 2050 and are
implementing policies to phase out fossil fuels to achieve
this goal. The summit conclusion of COP26, for example,
mentions for the first time the phasing out of coal.

There are important reasons why this transition is not the
same as previous ones:

= First, the current energy transition is broader and
more far-reaching than past transitions. It is in fact
composed of several simultaneous transitions: reducing
energy-related emissions requires changing how we
produce and consume energy across sectors. It requires
a simultaneous switch away from fossil fuels towards
new sources of energy in the industrial sector (for
example in the production of steel and chemicals), the
transport sector (for example switching from internal
combustion engine vehicles to electric vehicles (EVs))
and in buildings (for example switching from oil and
gas heaters to solar panels and heat pumps).

The fact that these transitions happen at the same time
means that they increase the challenges for the labour
market. Several sectors transitioning at the same time
increases both the number of people affected, and

the need for reskilling and upskilling. It also entails
matching workers’ skills to the changing requirements
of new job opportunities. Workers and their
communities will therefore be under severe pressure,
especially in the energy sector, the automotive
manufacturing industry, and in industries heavily
dependent on fossil fuel (such as steel and chemicals
production).

= Second, the current transition is driven by policies
that need to be sustained over a longer period.
Consequently, they will be heavily dependent on
the support of citizens and stakeholders. Previous
transitions were driven by market forces. Despite
the new energy sources’ negative externalities (such
as pollution) and the enormous impact they had on
employment (for example in the coal transition), they
had direct benefits that made them more competitive
on the market. These benefits included increased
economic growth due to technological progress (such
as the development and deployment of coal and steam
engines in the Industrial Revolution) or lower costs
(e.g. oil becoming cheaper than coal). The current
transition, however, is driven mainly by policies
rather than market forces. In fact, the transition is
happening (despite the current energy shortages due
to supply issues) at a time of fossil fuel abundance
rather than shortage.!® In addition, the benefits of the
current transition (i.e. preventing the worst effects of
climate change) are only visible to citizens in the long
term, and can only be achieved if action takes place
at a societal level. Because of the transition’s policy-
driven nature and indirect benefits, both citizens and
civil society actors need to be on board to accept the
transition. This makes it more important than ever to
pay attention to procedural justice.

> Third, given that this transition is driven by
policies, the process can be more planned than
in past transitions.!* Past transitions rarely actively
considered the effects on workers or the need to
encourage the participation of citizens in the process."
They were mostly driven by market forces that
determined the speed and nature of the transition.
Because of the policy-driven nature of the current
transition, there is more room for measures to be
planned, timed and sequenced for an optimal social
outcome. However, the lack of earlier climate action
has decreased the time span in which those actions can
be taken, and increased the speed at which they need
to reduce emissions. Actions need to be taken now to
not further increase the future burden, but should still
be taken in a planned way to minimise or compensate
social costs.

Given these particularities, it is more important than ever
that the current transition focuses on distributional and
procedural justice. If the transition is not acceptable for
workers and their communities, it risks not happening at
all because of blocked policies. Despite the pressing need
to make the transition just, however, the current literature
focuses strongly on how to achieve the transition, rather
than how to achieve it in a just way. This paper aims to
contribute to filling this gap. To achieve a transition that
citizens accept and perceive as legitimate, the EU has

to reorient its existing industry in a timely way, manage
impacts on employment, and provide tools for managing
the greatest energy transition humankind has arguably
faced: achieving a just transition away from fossil fuels.



1.2. THE ENERGY TRANSITION TODAY:
ENERGY PRODUCTION AND THE
AUTOMOBILE INDUSTRY

This paper focuses on energy production and car
manufacturing because both these sectors are undergoing
rapid change. This chapter illustrates how the transition
is projected to affect employment fundamentally

and rapidly in these sectors, requiring significant
reorientation of the workforce.

There is an ongoing shift away from coal in the energy
sector, and other fossil fuels will also be reduced and
replaced by renewable energy sources (RES) because

of the global climate commitments. The industry
producing electric vehicles (EVs) is growing globally and
governments across the world are pursuing phase-out
strategies for internal combustion engines (ICE). These
changes are reflected in the scenarios for employment in
the energy production (Figure 2) and car manufacturing
(Figure 3) sectors in the EU, where significant shifts are
projected away from fossil fuels and towards renewables
and electric cars respectively.

In the case of energy production, the transition is
expected to create an increase in employment within the
EU’s energy sector. This is because the renewables sector
(in particular solar panels and biofuels) requires new
workforces within the EU, while the supply of oil and gas
relies disproportionately on imports and thus employs
more people outside the EU. However, the shift from
fossil fuels to renewables creates a new challenge for

the labour market as a significant part of the employed
population will have to shift sectors. The estimation is
that around 826.000 jobs (or about 1,4% of the total EU

labour market) would have to be reallocated away from
the EU’s fossil fuel industry by 2050.” A welder working in
the fossil fuel industry, for example, might be able to shift
to renewables relatively easily, but a steamfitter would
need some degree of reskilling before being employed in
the building sector. This means that significant upskilling
and reskilling is required as well as acceptance of the
transition by the affected workers and communities.

The story is similar for the automotive sector.

Figure 3 illustrates the size of the reorientation challenge
for the automotive sector. Although the effect of the
automobile industry’s transition on employment is
considered close to neutral,!® especially if the transition
is managed well,?’ a significant number of people will
need to change employment. This is illustrated in the
figure on page 8: overall, jobs are projected to be lost with
manufacturers of ICE and non-ICE cars, as well as with
ICE-suppliers (combined around 500.000 jobs), while

jobs will be created with non-ICE suppliers?! and due to
transport-related increases in energy production and
infrastructure installation (about 420.000 jobs combined).

As with the energy sector, there will be an important
need for re- and upskilling to compensate workers and
allow them to transfer to other industries. Even though
EVs need less labour effort in manufacturing (e.g. the
powertrain requires far fewer components), jobs are
created in the manufacturing of other components, for
example in the production of battery packs. Local battery
production, therefore, could create new employment
opportunities. This development is not limited to car
manufacturing itself: there could be better paying jobs,
for example, in the installation of charging points for EVs,
as illustrated in Figure 3.

THE EVOLUTION OF EMPLOYMENT IN THE ENERGY INDUSTRY (2015-50)

1,534,000

708,000

Employment in conventional energy

W 2015

1,640,000

596,000

Employment in RES

Il 2050

Source: author’s composition based on European Commission (2021).2



EVOLUTION OF EMPLOYMENT IN THE AUTOMOTIVE INDUSTRY (2019-30)

1,080,000

670,000

390,000

I 860,000

Automotive manufacturers
(ICE and non-ICE)

ICE suppliers

2,520,000
2,280,000

250,000

70,000
—

Non-ICE suppliers Energy production

& infrastructure

*ICE = internal combustion engine

M 2019

W 2030

Reorienting and preparing for the changes in the

supply chain will be especially crucial, as it currently
constitutes an important part of employment in the
European automobile sector. As shown in Figure 3, a
significant amount of employment will be lost among
ICE-focused suppliers. The fewer components required
by EVs will result in changes in the supply chain and
affect employment. However, successful examples of
reorientation across supply chains do exist. One of them
is ZF Friedrichshafen, a company that used to be a major
supplier of ICE car components. In 2020 it announced a
reorientation to components for the growing EV market
and away from fossil fuel-based transport.?

Source: author’s composition based on Kuhlmann et al. (2021).28

Reorientation of the energy and the car manufacturing
sectors also presents a regional challenge. In many cases,
energy production is clustered in particular regions, as are
automotive producers and suppliers.” To guarantee long-
term resilience, regions must have the power to reinvent
themselves, and this requires cooperation between
educational institutions (e.g. the presence of universities),
companies including their supply chains, and regional and
national governments (see also chapter 3).



2. Planned reorientation of incumbent industries

2.1.LESSON FROM THE PAST: GOVERNMENT
ACTION AND PLANNING AS AKEY TO
REORIENTING INCUMBENT INDUSTRIES

Creating the right conditions for better jobs and new
employment opportunities for workers has to be at

the heart of a just energy transition. This can be a
challenge when incumbent industries decline or reorient
themselves in the transition process and redundancies
ensue. However, transitions can equally create new
opportunities in growing industries. Historical examples
show that incumbent industries tend to block this process
of employment transition from ‘old’ to ‘new’ industries.
Governments can also be tempted to support incumbent
industries instead of shifting support to emerging
industries to give them a competitive edge.

Box 1 illustrates a case in point from history. To foster
emerging industries, governments need to actively
remove support from incumbent industries so they do
not stall the transition. Support for incumbent industries
not only harms the competitiveness of new industries;
it can also delay the transfer of the workforce to new
sectors. Such support may maintain employment for a
time, but it becomes unsustainable, for example when
economic realities or government preferences change.
If support policies are suddenly reversed, a negative
employment shock can occur. So, what at first might
seem like a measure supporting workers can at the end

BOX 1. TRANSITION OF THE IRON INDUSTRY
IN FRANCE AND BELGIUM (1820-60)*

Although coke-based smelting of iron was invented
in 1709, it remained a niche product (with charcoal
being the dominant fuel) until around 1815, when
the technology quickly spread in the UK.

In France, there was a protracted coexistence of the
charcoal industry with coke-based iron production.
Charcoal-fired blast furnaces hastily upgraded to
remain competitive, and between 1822 and 1860
the French government took protectionist measures
against cheaper English (coke-based) iron.? This
blocked the transition of the incumbent industry to
coke-based smelting, delaying the spread of the new
technology and the employment in the coal-mining
sector that came with it.

This was not the case in Belgium, where
deforestation had led to an early decline and the
absence of the incumbent charcoal industry. The
efficiency of the new technology of coke-based
smelting propelled Belgium towards a leadership
position in the new industry,? with the resulting
growth in employment.?”

of the day lead to a larger unmanaged decline with wider
implications for the labour market and social cohesion.

Box 2 uses the case of the decline of the British coal
industry between 1930 and 1997 to show how a

sudden reversal of policies can have an adverse effect

on achieving a just energy transition. Although the
incumbent industry needs to be incentivised to reorient,
there is also a need to plan this transition, and in a timely
way. Through an early and planned shift, governments
maximise the time for the labour market and workers to
adjust to the changes.

Governments can plan the transition by putting forward

a clear horizon for the incumbent industry to reorient
itself, for example by setting a phase-out date for the
incumbent technology. More importantly, support should
be removed gradually for the declining industries and
shifted towards support for emerging industries.?” This
can be done by setting the right price signals, subsidies
and taxation to create the framework to incentivise
companies’ reorientation. Regulatory instruments are also
part of a framework to help nudge companies towards
reorientation: regulation should be tapered away from the
incumbent industry for a more managed transition. Box 2
provides an example of how not to use these instruments:
instead of supporting the incumbent industries, they
should be used to support the emerging technology and
industries.* A transition that is better planned and done
in a gradual and sequenced way by using the instruments
as suggested above not only allows companies to plan
their restructuring process, but also to facilitate the
mobility of workers to other employment opportunities.3!

2.2.RECOMMENDATION: HOW THE EU CAN
STIMULATE REORIENTATION OF INCUMBENT
INDUSTRIES

The EU’s fossil fuel industry, as well as the car
manufacturing industry and its supply chain, can and
must be reoriented in a timely way to decrease the social
impact of the transition. They must do this before the
sector declines further, risking relocation of production
to foreign competitors who have already established
expertise and supply chains for the transition. Both
energy companies® and car manufacturers® have
pathways to reorient their business model towards one
that is competitive and aligned with the climate and
environmental goals. However, as in past transitions,
incumbent industries have already stalled this process:
the European automotive industry’s strong focus in
recent years on making ICE cars more efficient rather
than investing in EVs is only one case in point.

As the examples above illustrate, governments should not
delay the transition and related changes in employment
if they want to achieve a just transition. Instead, they



should phase out support for incumbent industry, and
favour the emerging industry to increase innovation and
employment. The EU and its member states can do this
with the following actions.

= Create an enabling environment for the industrial
transition

The European Green Deal and the Paris Agreement
provide a clear horizon for companies in the energy
production and car manufacturing sectors. The EU
already uses tools such as the Emissions Trading
System (ETS) and green standards, and proposed a
Sustainable Finance Taxonomy to nudge companies
in this direction. It also supports companies in their
reorientation, for example through the Modernisation
Fund** and the Innovation Fund.? However, action
can still be undertaken to create a more enabling
environment for the industrial transition. Lessons
from the past show that setting targets is merely a
start. Providing a strategy dedicated to creating an
enabling environment for businesses will be the key
to a successful reorientation of the industry. In more
concrete terms, the following three elements would
improve both distributional and procedural justice.

¢ Increase investment in emerging sectors —
The EU should aim, through a review of its fiscal
rules, to allow the member states more space to
invest in emerging sectors. Enormous investment
will be required to achieve the energy transition;
annual investment to reach the 2030 climate
target will require raising investments from €683
billion per year to€1,040 billion per year, an
increase of around 2 percentage points of GDP.*
These investments, for example to upgrade the
power grid to cope with an increased share of
renewables, will be carried to a large extent by
member states. There are several ways for the
EU to give member states more fiscal room for
this.3” The European Commission could, for
example, estimate, and the Council recommend,
a percentage of member states’ respective
expenditures to be dedicated to green public
investment. Other options include taking green
public investment off of member states’ balance
sheets or through a ‘Green Golden Rule’ under the
Stability and Growth Pact.

Support industrial symbiosis — The EU should
use the Industrial Strategy’s ‘transition pathways’
to facilitate coordination between companies and
their supply chains, so that they can contribute
to the energy transition. The Industrial Strategy
review mentions ‘transition pathways’ for 14
industrial ecosystems, which include identifying
actions to be undertaken in this direction. Among
the sectors identified by the Strategy is the
highly interdependent car manufacturing sector
and its suppliers, the latter of which tend to be
smaller companies with less planning capacity.
The renewables sector is equally reliant on the

10

BOX 2. DECLINE OF THE BRITISH COAL
INDUSTRY (1930-97)%

The first challenges for the British coal industry
emerged in the 1930s with a decreasing demand

in international markets. However, reconstruction
efforts after World War Il led to new demand and
nationalisation of the sector. From 1956-67, the
sector faced renewed pressure from new fossil fuels
(oil, gas) and nuclear, leading to mine closures and
reduced employment. In response, the government
supported industry with a focus on coal-fired
electricity and by establishing long-term contracts
with the coal sector.

Between 1981 and 1990, the UK government
underwent an ideological change with the election
of Margaret Thatcher. The government’s support
policy for the incumbent sector was suddenly
reversed: the coal market was liberalised, financial
support for the sector was severely limited and
conditions of restructuring were put forward. The
lack of timely reorientation of the industry after
years of government support resulted in sudden,
unplanned dissolution of the industry and severe job
losses that led to social unrest.

supply chain for its components. Support for the
reorientation of the supply chain should be a
priority for the planning of transition pathways, to
help incumbent industries reorient and to support
the growth of emerging industries. The discussions
should take place in coordination with industry
and trade unions, civil society, as well as regions
(in the case of national level dialogue) and local
authorities, actors that are best placed to assess
and plan for the transition.

Broaden the work of stakeholder platforms
to plan for the transition — The Just Transition
Platform (JTP), which is the main stakeholder
platform dealing with the just transition, should
be broadened in scope. The JTP was created as
part of the Just Transition Mechanism (JTM) and
serves as a forum for connecting stakeholders
(such as member states and regions, social
partners and NGOs), providing technical
assistance for the transition and for sharing best
practices. The JTP was inspired by the Initiative
for Coal Regions in Transition but aims to cover
a broader range of areas. But discussions have
so far mainly focused on coal areas and the
extension of the areas of work promised by the
JTP requires implementation. The JTP should
also cover the transition of the car manufacturing
industry, and by extension, other relevant
industrial ecosystems in the Industrial Strategy,
such as the “energy intensive industries” and
“energy-renewables” ecosystems. In addition,
the JTM requires member states to put together



“Territorial Just Transition Plans”. Broadening
the scope of work to the industrial ecosystems
mentioned above would allow for a more holistic
planning of the just transition.*

= Shift support away from fossil fuels and towards
electricity use at EU and member state levels, to
incentivise industry reorientation

There is a lot more that policies could do to nudge
industries towards reorientation. In several member
states, for example, significant subsidies are still

given to fossil fuels and related end-use technologies
(such as gas transport infrastructure or ICE vehicles).*
Although in the short run these subsidies sustain
employment in the industry, they artificially support

a sector that already faces pressure to transition.

More guided planning that ends subsidies to the
incumbent sector is necessary to reorient it towards
new technologies. Removing subsidies for fossil fuels
and related technologies for consumers also prevents
citizens from investing in technologies that are not
compatible with the EU’s climate ambitions, and that
might need replacing before the end of their useful life.
There are three key action points:

» Remove subsidies for fossil fuels — Fully ruling
out subsidies to fossil fuels in the EU budget is
a priority. Spending on fossil fuels is explicitly
excluded in specific EU financial instruments,
such as the Just Transition Fund, or — under the
new Commission proposal — the Modernisation
Fund and the EU has taken significant action to
reduce fossil fuel support through its budgets.
However, the Multiannual Financial Framework
2021-2027 (MFF) does not fully exclude EU funds
supporting fossil fuels. The Connecting Europe
Facility, for example, still allows support for fossil
fuels.*! Given the efforts that have already been
undertaken to reduce support for fossil fuels under
the EU budget, the EU should now fully rule out
any support for fossil fuel subsidies under the MFF.
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« Incentivise electrification — Even though the
electricity sector is not yet fully decarbonised,
electrification*? will be a central pathway to achieve
our target of net zero emissions by 2050.%* The
steep increase of electricity prices in 2021 — due to
rising fossil fuel prices — illustrates the need to do
this in a way that keeps prices low and affordable,
especially for the most vulnerable segments of the
population. The EU should improve incentives for
affordable, low-emission electrification both on
the supply and the demand side. On the supply
side, the upcoming review of the Climate, Energy
and Environmental Aid Guidelines (CEEAG) can
allow member states more room to support low-
emission electricity. The CEEAG review can also
give them the option to support the accessibility
of, for example, EVs, by giving state aid to support
their charging infrastructure. On the demand side,
the EU could allow member states to maintain a
number of guidelines of the EU toolbox to tackle
rising energy prices* beyond the current energy
price crisis. An example is the use of ETS revenue
to provide income support for electricity to energy-
poor consumers.

Review the energy taxation directive (ETD)

— An ambitious review of the ETD would help
achieve the two recommendations above. The
Commission proposal® suggests applying the
highest minimum tax rate to fossil fuels and lower
taxes on electricity. Member states might receive
these proposals coldly because they feel that such
measures could impinge on their right to decide
on their energy mix (Article 194 TFEU). However,
given the interconnectedness of EU economies,

it is important to address the differentiated fossil
fuel taxation at EU level. In most member states
electricity is currently taxed at a higher rate than
fossil fuels. Setting common minima for fossil
fuel taxation, combined with requirements for
the amount of renewables in the energy mix,
would create a clear driver for electrification of
our energy and mobility systems. This would push
both energy production and car manufacturing to
reorient accordingly.



3. Changing employment and skills for a just

energy transition

3.1.LESSON FROM THE PAST: THE NEED
TO SUPPORT THE REORIENTATION OF
EMPLOYMENT AND SKILLS

As industry reorients, workers will need to be equipped
with the necessary skills to be active in emerging jobs.
As part of a just energy transition, governments can
play a role in facilitating education, reskilling and
upskilling of workers. In the past, governments faced
with transition often did not undertake social action,
however. The transition away from hard coal in Germany
(see Box 3) provides a more positive example of
government intervention. It shows that reskilling and
upskilling, as well as matching skills with employment,
can help ensure a relatively smooth transition for workers.

The evidence from Box 3 shows that the transfer of
workers happens more easily if the change in required
skillsets is minimal. In Saarland, for example, the decline
of the coal industry coincided with the growth of the
automotive sector, which sought similar skillsets.? In the
current transition, the skillsets for manufacturing ICE
vehicles and those for component manufacturing of EVs,
or the installation of charging points, are also relatively
similar.>> However, reskilling and upskilling can go beyond
a transfer from one manufacturing sector to another; an
important factor in the success of the German regions
was that they developed “the endogenous capacity |...]

to renew themselves” by building up new skill bases.>*
Government support for reskilling and upskilling can
therefore be considered a crucial factor in the relative
success of the historical transition in the Ruhr area.

To optimally allocate skills to employment in transition,
regional specificities need to be taken into account.
Bluestone coined the term ‘absorptive capacity’:* the
capacity of the regional labour market, and its industrial
ecosystem, to ‘absorb’ workers that change jobs owing

to the transition, through demand for workers in other
sectors. A higher local absorptive capacity strongly affects
the re-employment of workers in transition in a positive
way, as workers can at least partially reuse existing
skills.>® Given the strong geographical concentration of
the energy production®” and car manufacturing sectors>®
in specific regions, the need for absorptive capacity in the
regions in question is higher.

This highlights a challenge of the current energy
transition: although jobs that are compatible with the
green transition often arise in the same region where
incumbent industries disappear,* this is not always the
case.® This can lower the absorptive capacity of the
respective regions: more jobs may disappear than appear
in a certain region. In addition, the current transition
affects multiple sectors simultaneously, meaning that
the fast transition in Saarland, where coal miners could
transfer to the car manufacturing industry or steel
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BOX 3. TRANSITION AWAY FROM HARD
COAL IN GERMANY: SAARLAND AND
RUHR (1958-2018)

From 1958, the German coal industry started to
decline as oil became a competitive alternative.

The German legislative framework allowed for
relatively strong action to facilitate the transition

for workers. Their reskilling was supported from the
very beginning (through placement programmes)
and further increased through the 1960s,* including
with the support of the European Coal and Steel
Community (ECSC),*” the forerunner of the EU as we
know it today.

Broadly speaking, the German transition was

based on two principles: reskilling and upskilling
combined with financial support for workers to
enter new employment (placement programmes);
and strong social security support (early retirement,
redundancy payments) where this was not possible.
The approach was relatively successful, with 110,000
workers* being retrained by 1960 under the ECSC’s
programme,* and 400,000 people taking part in
retraining programmes in Germany® in the first half
of the 1990s.

In Saarland, workers’ transition happened quickly,
yet mainly within the manufacturing sector (i.e.
from coal to car manufacturing). The relocation of
workers within the manufacturing sector led to a
fast reduction in unemployment. Conversely, in the
Ruhr area, transition happened between sectors
(e.g. from coal to the services sector). From 1976
to 2014, employment in manufacturing decreased
from 58% to 26%, while it increased in the services
sector from 42% to 74%.°! This led to a more positive
long-run effect on employment because it reduced
dependency on a single sector.

The success and speed of the transitions also
depended on regional specificities and how well
industrial and education structures matched
emerging industries. Regionally integrated
programmes that took local economic structures into
account contributed to the success in both cases.

production, cannot be achieved in the same way. There is
a high need for reskilling to achieve workers’ transition.
Attention to regional specificities and the existing
industrial ecosystem can make it easier to create the right
circumstances to match reskilling and upskilling needs
with the existing or new employment.®! This means that
regions, cities and industries need to be closely involved
and coordinate in the management of the just transition.
It is important to mention that the case presented above
is one of an EU member state that was able to support



its regions to increase their absorptive capacity. Not all
member states have the same resources to support their
regions in the transition; the EU therefore will have to
involve and support member states accordingly.

In addition, it is important that ‘old’ jobs are replaced
as much as possible with new jobs that are comparable
in terms of wages and working conditions, if not better.
This is an important factor in getting workers and
communities on board for the transition. But it can be

a severe challenge. The manufacturing of batteries for
EVs, for example, may create employment — but not
necessarily at the same working conditions and pay

as the manufacturing of components for combustion
engine cars. However, jobs linked to the transition in
energy resources and car manufacturing will often

also have better working conditions. Jobs in renewable
energy production, for example, are likely to have better
conditions than their ‘old’ counterparts,® and both the
transitions in energy production and road transport will
create many employment opportunities in renewables.
However, if the progress towards a fair transition is to
be tracked, the quality of new jobs has to be monitored
and taken into account during the reorientation of
incumbent industries. More research is necessary to
monitor the effects of the transition on income dynamics
and quality of jobs.%

Finally, despite the best efforts to improve the matching
of skills and work, it has to be acknowledged that it will
not always be possible to find employment for each
worker that matches their potential skills. Reskilling
and upskilling are not silver bullets, and social policies
are necessary to support people beyond employment
(see chapter 4).

3.2.RECOMMENDATION: EMPLOYMENT AND
SKILL NEEDS FOR THE TRANSITION

The changing nature of employment (see also section

2.2) makes it clear that the challenges for reskilling and
upskilling due to the transition will be enormous. The

EU has several instruments to tackle this. The updated
Skills Agenda, for example, specifically takes the effects
of the energy transition into account, and the RRF and
the Just Transition Fund devote particular attention to
the financing of upskilling and reskilling. The European
Social Fund+ (ESF+), an instrument of around €110 billion
that supports, among other things, employment and skills
training, also deserves to be highlighted in this context.**
ESF+ devotes particular attention to the needs of youth
and the most vulnerable groups in society (e.g. the long-
term unemployed, lowest income households and socially
excluded groups). Under the predecessors of ESF+, namely
the European Social Fund and the Youth Employment
Initiative, more than 5 million people were supported to
gain qualifications, and 4.5 million people were helped

to find employment.®

However, member states are not always following suit;
the push for reskilling and the skills agenda are being
implemented in different ways. As many as 20 EU
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countries did not achieve the 15% adult education target
set by the European Agenda for adult learning for
2020,% even though education and skills training
programmes are crucial for guaranteeing secure and
well-paid employment during the energy transition.®’
The main reason for this is that workers are still unable
to access further education and training after their
formal education. The validation of skills at member
state level is also underdeveloped.®® Nevertheless,

polls show that citizens, and the most vulnerable in
particular, think that their national governments should
be more active in assisting reskilling.®® At the EU level,
more action should be undertaken to further coordinate
member state action in this area.

> Define and map at the European level, in
coordination with member states and regions, how
the energy transition is changing jobs and skills

« Define jobs and skills for the green energy
transition — The European Commission should,
in coordination with member states, regions and
social partners (companies and trade unions),
define how jobs and skill requirements are
changing because of the transition. Defining how
jobs and skills are changing due to the transition
is not straightforward.” However, it is crucial
to understand and map the way in which the
transition is affecting workers. Knowing what
‘jobs and skills for the green energy transition’ are
needed is not only a condition for measuring the
transition’s effect on employment, it is also an
important tool gathering support among citizens,
who need to understand how their jobs may be
changing and which new skills are required.”

Action 6 of the Skills Agenda highlights the

need to define a taxonomy of ‘skills for the

green transition’, but this approach needs to be
holistic. It should not only focus on skills, but
also match those with a taxonomy of ‘jobs for
the green energy transition’. The Commission
itself recognises the challenges created by the
absence of definitions for both employment and
skills needed for the transition.” The European
Taxonomy of Skills, Competences, Qualifications
and Occupations (ESCO) identifies, categorises
and shows the relationship between skills,
competences, qualifications and occupations.
An update of ESCO related to the energy transition
would therefore be an excellent tool to define
and link ‘jobs and skills for the green transition’.
It should deal with questions such as how
employment is changing because of the transition
(‘new’, ‘changed’ and ‘unchanged’ jobs), what
‘green’ jobs are, and which skills are necessary to
match these changing jobs.

Map changing employment and skill needs

- Based on the definition of ‘jobs and skills

for the green energy transition’, the European
Commission should map, together with member
states, regions and social partners, the changes



in job and skill needs in the different regions of
the EU. The challenges in the car manufacturing
supply chain today, as well as the experience from
the German coal transition regarding ‘absorptive
quality’ and diversification, show that an overview
of these changes is needed. EU-wide industrial
ecosystems need to be part of this mapping
process. The latter should also pay attention to the
working conditions of newly created jobs.

Despite reskilling and upskilling efforts, regional
disparities may remain as certain regions may
be harder hit if they do not manage to find a role
in the energy transition. Put simply, an EU-wide
increase in employment due to the transition
does not mean that workers in certain sectors

or certain regions will not be left behind. It is
important to prepare for and manage regional
disparities by understanding how employment
and skill needs change.

stakeholders (such as social partners) throughout
the different stages of the implementation of
projects, and to provide technical assistance and
share best practices.”

IMPLEMENT A ‘RIGHT TO RETRAIN’ - To
support reorientation of workers, the EU should
create a ‘right to retrain’, giving employees

the time and opportunity to retrain for new
employment on the job. The right to retrain
would first make it mandatory for employers to
allow workers the time for retraining, and limit
the potential for employers to oppose worker
retraining. For example, if a manufacturer

of combustion engine cars reorients to the
production of EVs, workers would have the right
to acquire the necessary skills to be employed in
the new processes, and during their working hours.
The right to retrain would not only be linked to
changing employment under the transition, but
would also apply broadly for workers who require

> Improve the incentives and framework for
reskilling and upskilling, and the validation
of skills

retraining. Sectoral agreements could support this
retraining, for example by using the revenue from
allowances sold under the existing ETS.

« Increase funds for reskilling and upskilling -
The EU should validate the importance of human
capital for the transition by using the income from
the EU’s ETS for industry to also fund reskilling
and upskilling. The EU’s ETS is currently under
review, and the Commission’s proposal mentions
the potential to fund reskilling and upskilling, as
well as other social corrections, with the income
from the sale of emission allowances.” However,
this budget is currently almost entirely used
to support industry. Under the ETS review, the
European Parliament and Council of the European
Union should consider using these funds to
support reskilling and upskilling efforts as well, by
allocating them to member states and regions that
have workers who are particularly challenged.

LEARN FROM PAST SUCCESSES OF
RETRAINING PROGRAMMES - The JTM, which
includes support for reskilling and upskilling,
should learn from the experiences of retraining
programmes such as ESF+. The ESF+ and its
predecessors have long been an important tool
for retraining and have in general managed

to implement their targets.” These targets
included providing retraining for people to find
employment, but also, amongst others, a broader
target of supporting disadvantaged groups (such
as the low-educated, unemployed, people with

a disability and migrants). Another lesson for
the JTM from the ESF+ is the need to involve
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VALIDATE NON-FORMAL AND INFORMAL
LEARNING - Vocational Education and Training
(VET) plays an important role in helping workers
adjust to the transition, but more attention could
be given to broadening the approach to skills
development. Currently, the recognition of skills,
especially in non-formal and informal learning,
is not validated equally in member states across
the EU." Strengthening the recognition of these
skills would allow workers, especially those with
lower levels of formal training, to better validate
the skills they have at member state level. This
broader approach should be recognised in the
Skills Agenda, and the EU’s guidelines should
incentivise member states’ funding (for example
through ESF+) of organisations such as training
and validation centres to further develop
programmes to assess prior skills before further
training, in support the recognition of non-formal
and informal learning.



4. Getting workers and their communities on board:
giving the transition a human face

4.1.LESSON FROM THE PAST: THE NEED FOR
DISTRIBUTIONAL JUSTICE FOR WORKERS AND
THEIR COMMUNITIES

Achieving a just energy transition requires attention to
both distributional and procedural justice. The previous
chapters focused on distributional justice for workers

in terms of skills and employment. This chapter looks
at distributional justice going beyond employment (i.e.
paying attention to social policies to ‘cushion’ the social
effects of the energy transition) and procedural justice.

Citizens, workers and their communities need to support
the transition process. The Belgian coal transition and
the start of European integration demonstrate how
governments can enhance acceptance of phase-out
policies by supporting national welfare systems through
EU policies.

The example in Box 4 illustrates how the social contract —
an unspoken contract between people to live together in a
society - was supported through European solidarity, with
a positive effect on distributional justice. In this case, the
EU coordinated the phase-out in the member states and
supported worker placement and training. In exchange
for output reductions in the most inefficient mines,
Belgium received (German) subsidies for the industrial
restructuring and support for national welfare objectives.
The latter was achieved through the ECSC’s Readaptation
Fund, which supported the relocation and retraining of
workers whose jobs were lost, increasing the acceptance
of the transition by those workers and their communities.
In exchange, the (relatively) more competitive German
coal producers could also export their coal to the Belgian
steel and electricity industry. The collapse of the coal
market almost broke the ECSC, but it survived because it
provided valuable support for national welfare systems by
reducing unemployment.”

The example illustrates the pressure transitions can

put on the public acceptance of phase-out policies. It
also demonstrates how ‘cushioning’ policies, which
reduce the negative effects of the phase-out, can be a
tool for furthering the acceptance of transition policies.
Recognising that the ongoing energy transition will not
only affect workers in transitioning sectors, but also their
communities beyond the workplace, is essential to ensure
wide societal acceptance.

4.2. RECOMMENDATION: REINVIGORATE THE
SOCIAL CONTRACT IN THE EU

Since the transition does not only affect workers, but
also involves changing the way people utilise energy,
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BOX 4. DECLINE OF COAL MINING IN
BELGIUM AND EUROPEAN INTEGRATION™

In the early 1950s, the Belgian coal industry faced the
international downturn in coal demand (see Box 3).
In addition, Belgian coal production had become far
less efficient than German or Dutch, meaning it was
produced at higher prices. The Belgian government
tried to sustain the industry with high subsidies, but
the downturn in demand for Belgian coal turned out
to be structural: restructuring of the coal industry
and ensuing unemployment was inevitable. Belgium’s
initial reluctance to accept the newly created
European Coal and Steel Community (ECSC), which
restricted coal subsidies and proposed a restructuring
of the Belgian coal industry, disappeared in the face
of this threat. Belgium accepted its integration into
the ECSC to help it deal with the unemployment
consequences of the transition. The ECSC “increased
stability, welfare and the need for a managed
interventionist response to economic change.””®

It offered a framework for a structured decline of

the coal sector, and financial support for worker
placement and training. In other words, the early
phases of European integration helped Belgium to
cushion the increasing levels of unemployment of
the energy transition.

it will arguably lead to much wider economy and society-
wide impacts than we have seen in the past. Climate
policies and measures implemented across the EU will
come with transitional costs, which can hit especially
vulnerable groups, including low-income households and
the unemployed. For example, although carbon pricing

is not necessarily a regressive policy, it can increase
prices of electricity and products.®’ A just outcome for the
current energy transition therefore requires achieving
distributional justice beyond the workplace. Should the
workers not be able to adapt to the energy transition

and should their communities see consecutive rises in
unemployment, poverty and energy costs, they risk falling
behind in the wider green transition.

The social contract needs to be reinvigorated through
social policies that compensate for the costs of the energy
transition in the EU and its member states. If not, the
political parties in power risk having to roll back their
policies, face protest, or a capturing of these issues by
extremist parties. The example in Box 4 shows that EU
policies can play an important role in avoiding these
consequences. A new social contract in the EU will require
a broad range of actions, and the suggestions below aim
to make a start.



= Reinvigorate the social contract in the EU to tackle
the emerging disequilibrium between the EU and
member state levels

Having signed up to the EU’s climate ambitions through
the Climate Law, EU countries will now face pressure
domestically for the redistributive consequences that
follow. Member states find themselves in a challenging
position of disequilibrium since the Maastricht

Treaty, where they face increasing pressure from their
populations.®! When it comes to climate policies, member
states on the one hand accept the legitimacy of the EU

to deal with climate matters, but on the other hand

face increased dissent from their citizens when those
measures come with costs. This paper argues that a
reinvigorated social contract in the EU and social policies
to compensate these costs are an important way to tackle
this disequilibrium.

The Green Deal has become a new raison d’étre for the EU
as well as being its ‘new growth strategy’. Nevertheless, its
success rests on whether the EU presents the Green Deal
in a way that appeals to citizens, and therefore to member
states. The benefits and opportunities of European
policies should be reinforced to improve distributional
justice in order to compensate for the costs and losses
(such as loss of employment, changes in energy taxation
or the cost of carbon pricing)?? the transition will bring
for workers and their communities. The financial and
economic crisis in the past decade divided the EU, but the
recent response to the COVID-19 pandemic has shown
that fruitful cooperation at the EU level can emerge in the
face of a common crisis.®® As with the COVID-19 crisis,
the energy transition is a challenge where member states
have a common interest to act at the supranational level.
European cooperation can thus be the solution to the
disequilibrium member states find themselves in today.
The recommendations below can help vulnerable people
in the transition and, at the same time, increase societal
buy-in and acceptance of energy transition policies.

» Support member states’ social policies - First and
foremost, the EU should create the fiscal space for
member states to guarantee their own just transition.
A reform of the Stability and Growth Pact (SGP),
before it is reinstated, should give member states
enough fiscal space to strengthen their social baseline
systems and, in particular, make additional social
investments to achieve the energy transition. For
example, the reform could allow the Commission to
estimate the needs of investments in social policies
to achieve a just energy transition in the member
states, and this estimate could be endorsed by the
Council through the same mechanism suggested in
chapter 2.2. This would give member states more
incentives to invest in social justice measures that
can compensate for the transitional costs, which will
be a precondition to achieve the energy transition.
In addition, the EU could extend the possibility for
member states to use revenue from the ETS to give
income support to low-income households, which is
foreseen in the guidelines of the recent EU toolbox
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to tackle rising energy prices.®* It could, for example,
also use the CEEAG review to make charging points
for EVs more available to citizens.

The RRF could provide firepower to combat the
negative effects of the transition on people’s welfare
beyond employment alone. However, its focus is
clearly on a just transition in employment, and
broader welfare aspects (combating increasing energy
prices and taxes, preventing energy poverty) play
second fiddle.?> Although the National Recovery and
Resilience Plans do include several social actions
not related to employment,? they also reflect the
subordinate role of welfare policies in general. These
issues should be given broader consideration during
the RRF’s upcoming implementation phase.

The Commission should use the social scoreboard

to assess the potential redistributive impact of the
energy transition (for example to assess the social
impacts of the RRF investments) in the different
member states. During such an assessment, it should
guarantee the full implementation of the EPSR: the
just transition actions focus strongly on employment
aspects, but more attention should also be paid

to achieving the ‘social protection and inclusion’
principle (which includes social protection, minimum
income, unemployment benefits).

Put social policies central in the social climate
fund - The Social Climate Fund (SCF), an instrument
proposed by the Commission to compensate for

the potentially negative effects of a proposed ETS
extension to buildings and transport, should be used
as a tool to first compensate the poorest, in addition
to its target to increase low-emission investments.
The energy transition’s potential for negative
redistributive effects is symbolised by the debates
around the SCF. Although the ETS extension may
increase living costs for lowest income households
relatively more than for higher income households,?’
the SCF proposal does not include the necessary tools
to fully compensate for this at the European level. To
start, the revenue is not redistributed to compensate
low-income households. If the SCF is genuinely to
mitigate negative redistributive consequences, then
it should compensate the poorest first, along with its
criterion of stimulating low-emission investments
by citizens. Rather than funding projects proposed
by the member states, as with the current proposal,
the Commission could therefore consider targeting
the funds to a pre-defined expenditure in favour of
the poorest households. This could, for example, be
done through a carbon dividend®? at the EU level that
is allocated progressively (i.e. the poorest households
receive most compensation). The funds can also be
earmarked to support social policies at the member
state level, for example to decrease income taxes on
the lowest wages or support for the unemployed, in
case their own social security falls short. Decreasing
compensation as people’s income goes up means that
the strongest shoulders carry the heaviest burden.



4.3.LESSON FROM THE PAST: HOW TO GIVE
WORKERS AND THEIR COMMUNITIES AVOICE

However, achieving redistributive justice by reinforcing
the social contract is not sufficient. A just energy
transition should also entail input from people into

the decision-making on the energy transition. In other
words, there should be ‘procedural justice’ that allows
citizens and stakeholders to participate in policymaking,
and makes government responsive to their input. More
recent examples of transition highlight new ways

of doing this. Several countries, including Canada,®
Germany® and Scotland,®! have experimented with
transition commissions to increase the understanding
and acceptance of phase-out policies through
participation (see Box 5). Recent historical experience
shows that a well-balanced transition commission (with
representatives from industry, trade unions, governments
at different levels, civil society and affected citizens) and
a mandate for just transition can be an extremely positive
vector for gathering public support.

As illustrated in Box 5, JTCs usually include citizen
representatives and a relatively wide number of
stakeholders, increasing the procedural justice of energy
transition decisions. Such broad involvement does not
need to be traded off against a balanced composition: the
composition of the German Transition Commission, with
31 representatives, was broadly perceived as balanced.”

The involvement of citizens should be central to such

a commission, though not all transition commissions
include direct citizen involvement. The German Coal
Phase-out Commission, for example, included mainly
indirect participation,” while the Canadian® and
Scottish® examples directly consulted with citizens and
communities, and paid particular attention to outreach.
The effect of direct participation on procedural justice and
acceptance of policies has not been specifically studied,
but indications are that direct citizen involvement

does increase the legitimacy of policy decisions.’” The
examples given above also seem to indicate that direct
citizen involvement leads to a positive outcome, and that
citizens need to have a direct say and be able to follow the
discussions of such commissions publicly.

However, indirect representation can also improve
procedural justice. The Scottish, Canadian and German
transition commissions have all included a range of
actors for indirect representation. The three cases
involved regions and local authorities in energy transition
decisions — the importance of their involvement has been
demonstrated. The same applies for involving the industry
and trade unions. Trade unions are crucial partners to

get on board for advancing climate action,”® and may
increasingly play a role as actors for change in the energy
transition.” They represent the interests of workers

in ensuring a fair transition and play an important

role in policymaking at the national level. They are
therefore best placed to signal the needs, concerns and
fears of workers for the transition. Broader community
organisations (civil society, churches etc.) and non-
workers should also be involved in such deliberations,
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BOX 5. THE SCOTTISH JUST TRANSITION
COMMISSION

In the absence of a UK-level just transition strategy,
the Scottish government decided to create a just
transition commission (JTC) to help design climate
legislation that is in line with the principle of a

just transition. The JTC’s secretariat falls under the
Decarbonisation Division of the Scottish Government
and since 2019 it has been tasked with advising
relevant state secretaries on the just transition and
creating a strategy for the phase-out of fossil fuels
across different sectors of the economy. It comprises
a Chair and 12 individuals and experts from industry,
unions, technology, civil society, the public sector
and environmental groups.®? It discusses ways to
achieve a just energy transition across sectors and
looks at aspects such as regional cohesion, economic
development, quality of work and social inclusion.
This set-up is similar to the German Coal Phase-out
Commission, which was composed of 31 members
representing industry, trade unions, environmental
NGOs, science and politics (municipalities, regions
and federal states). The JTC also engages with the
public through public meetings, workshops and social
research, and is also tasked to take the views of
young people into account.

making sure that the under-represented!® groups can
also give their input. Giving a stronger voice to the under-
represented remains an under-exploited opportunity. For
example, the provision of employment to groups such as
migrants has been shown to improve integration.!®! By
taking their needs into account during deliberation, the
EU can make them part of the just transition, improving
both procedural justice (by taking all groups on board)
and distributional justice (by improving the integration
of these groups, for example via the job market).

The recent history of transition commissions shows
that they can increase procedural justice. Although the
German transition commission has not been a success
across the board, for example because of its late phase-
out date for coal,' it did manage to break the deadlock
on the coal phase-out, setting out a plan towards a
phase-out date with the agreement of a broad range of
stakeholders. The Scottish and Canadian examples were
broadly considered a success for involving stakeholders
and citizens in an open deliberation process.

The Conference on the Future of Europe is another recent
example of citizen and stakeholder involvement, and also
covers aspects related to the just transition. One of the
four European Citizens Panels deals with climate change,
and several topics related to the just transition (including
social justice and democracy) were among the most
discussed.!”® The Conference Plenary involves citizens
from a diversity of backgrounds (usually including under-
represented groups), stakeholders and decision-makers
from the EU, national, regional and local levels. The
Conference is an experiment to directly connect citizens



with policymakers, but equally highlights the traps to

be avoided. Among other things, its policy agenda is
relatively broad and coordination with the member states
could be improved.!®* Although this does not mean that
the outcomes of the Conference will not be innovative

or not represent the diversity of inputs, lessons can be
learned for stakeholder involvement.

4.4.RECOMMENDATION: IMPROVE CITIZEN
AND STAKEHOLDER INVOLVEMENT IN THE
TRANSITION

To achieve a just energy transition, workers and their
communities should be engaged in the process of
decision-making; in other words, the EU should improve
procedural justice. Chapters 2 and 3 have mentioned
aspects of procedural justice for employment, but the
scope goes beyond that: people need to be involved in
decisions on all aspects of the transition. This paper
therefore proposes that the Commission creates a clear
framework for JTCs at the national level to encourage a
broader public debate.

= Create an EU framework for just transition
commissions (JTCs) at the national level to
encourage platforms for stakeholder and
citizen participation

« Create a framework for national just transition
commissions — The European Commission, in
cooperation with existing EU platforms such as
the European Climate Pact,'* could put together
a framework and support member states in
setting up such JTCs. Such commissions have
demonstrated that they are a useful tool for
citizens to provide input into decision-making
processes, but relatively few commissions have
been organised at the member states’ level.

The availability of a template, based on good
practices of how to organise a well-functioning
and procedurally just JTC, would streamline the
creation of JTCs in the member states.

Learning from the past, a new framework should
ensure that a broader range of stakeholders

is included, and should be linked directly

to policymakers, specifically the European
Commission and national governments. These
platforms would simultaneously facilitate the
reorientation of industry (through a refreshed
dialogue) and give citizens a more effective
input in decision-making. Trade unions and
employers should be central interlocutors in such
a framework. This would provide a forum for
direct social dialogue on EU and national climate
policies’ effects on employment. Other working
groups should also incorporate consultation
with government representatives at all levels
(e.g. national parliaments, regions and cities).
The need to include regions, cities and industry
—which help to take regional specificities and
industrial ecosystems into account — is shown
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above. Broader community organisations (civil
society, churches, organisations representing
youth and pensioners etc.), as well as scientists
and environmental NGOs, should also be included.
The outcomes of these working groups could

then be presented to citizen representatives
affected by these decisions in public meetings.
The lessons from the Conference on the Future

of Europe shows that these frameworks should be
clearly defined, aligning their respective “agenda,
format and reporting form”!% to maximise their
impact. Proposals of member states to access EU
funds related to the just transition - such as the
Territorial Just Transition Plans to access the
funds from the JTF or the Social Climate Plans
under the SCF — will be assessed on the basis of
the range of stakeholders involved in the decision-
making process. The EU should strongly enforce
the requirement of broad stakeholder involvement
by the member states while making these plans,
and a national JTC could be a standardised and
low-cost way to do so.

Monitor the social effect of the transition
with stakeholders — These platforms can also
help monitor and assess the effect of EU climate
policies (such as Fit For 55) and national climate
policies on member states’ social policies, and
their compatibility with the EPSR. They could also
help invest in research into the just transition.!%”
Specifically, research could focus on past cases
of mitigating negative social effects of energy
transition and the interplay of social policies and
acceptance of the transition, as well as the effect
of the energy transition on legitimacy itself.!%
In addition, sectors other than coal merit
increasing attention in research on just
transitions: more research should be done on
the impact of transitions in end-use sectors

(e.g. buildings,'” the car manufacturing end

of the transport sector, and certain niches of
industrial production such as the steel sector).
Finally, the EU should further strengthen its
guidelines for stakeholder involvement at the
national level, for example in the assessment

of national plans for the just transition (such

as the Territorial Just Transition Plans and the
Social Climate Plans mentioned above). Certain
stakeholders — for example trade unions!® and
civil society organisations — are at risk of being
underrepresented in the consultation process
for these plans in a number of member states.
An important part of the assessment of member
states’ plans should be how national governments
take into account these stakeholders’ voices,

for example whether they are in the position

to participate structurally and at the relevant
political level.



Conclusion

Learning from the past is not a straightforward
endeavour. Past energy transitions were centred on
changing the source of energy we needed to support our
lives and livelihoods, mobility and industry. The current
transition is our first attempt at phasing out fossil fuels.
It is broader and deeper and is policy- rather than market-
driven. This is why it needs to be fair and inclusive for
workers, their communities and society as a whole, more
than ever before. Attention to the links between fossil
fuel phase-outs and the impact they have on workers and
their communities is still lacking at the EU level, despite
the Green Deal’s just transition objective of “leaving no
person or region behind”. This needs an urgent fix at the
highest political level: a just energy transition will not
happen by accident.

Past energy transitions provide several lessons— both
cautionary tales and positive examples — for achieving
a fair and inclusive transition in the EU. This paper
suggested policy recommendations to lower the

costs and increase the benefits of the transition.

Conscious decisions have to be made that minimise
the impact on workers and their communities through
the reorientation of declining sectors and encourage
workers and citizens’ acceptance of the green energy
transition. Figure 4 summarises the recommendations
drawn from lessons learnt from past transitions for all
three of these challenges.

Chapters 2 and 3 considered the impacts on employment.
The current transition will inevitably lead to job losses
in some sectors and specific regions — losses that will
not necessarily be fully compensated by the creation

of employment in new industries. However, the
transition does simultaneously create new employment
opportunities: the transition from imported oil and

gas to home-produced renewable electricity, electric
vehicle manufacturing or building renovation, is one
example. While overall, the employment effects of the
energy transition are considered to be positive,'!! there
are major challenges for changing employment and
skill requirements that have to be tackled.

RECOMMENDATIONS FOR THE EU TO ACHIEVE AND HARNESS THE JUST TRANSITION

Define and map
how employment

and skill needs
change in function
of the transition

Skills and

Shift subsidies

away from fossil Timely and
fuels towards planned
support for : i
reorientation

electricity of industry

Support
industrial
symbiosis

Improve incentives
and framework
for reskilling and
upskilling

employment




One part of the complex puzzle of achieving a just energy
transition is the reform of the incumbent industry. In

his seminal work on the ECSC and Belgium’s acceptance
of supranational authority quoted in chapter 4.1., Alan
Milward noted that “the adjustment of Belgian coal
mining to the realities of an interdependent world was
not brought about through the supranational machinery,
but more brutally through the old familiar mechanism of
bankruptcy”. In that same way, incumbent industries such
as fossil fuel production and ICE vehicles will crack under
the pressure of a world grappling with climate change
and ensuing changes in the economy. EU climate policies
are just the harbinger, not the cause of this evolution.

To be readyj, it is important for the EU to position its
industries by giving them incentives to reorient. This can
be achieved by providing a clear horizon and adjusting,
for example, subsidies and energy taxation.

Another part of the puzzle is reskilling and upskilling:
the German transition away from coal since the 1950s
illustrated the challenges and opportunities for skills
and supporting workers in the transition. The EU should
improve its monitoring of jobs and skills for the green
energy transition. These should be further defined: to
what extent is employment changing because of the
energy transition, and how can (formal, non-formal

and informal) skills be matched to this changing
employment? These definitions need to be mapped
across sectors and regions to better assess the impact
on individuals and regions, rather than only focusing on
macro-level job creation.

20

Broader issues of citizen support for energy transition
policies were then considered, including distributive
justice (mitigating the impact on citizens’ social welfare),
and procedural justice (allowing citizens to directly

and indirectly participate in decision-making). The EU
social contract should be reinvigorated and restated

to broaden distributive justice: the energy transition

and social policies are two sides of the same coin. The
impact of climate legislation on social systems (EU-wide
and in member states) needs to be assessed, and social
policies put in place to directly compensate for any
negative redistributive effects they may have. To improve
procedural justice, the EU can learn from recent examples
of JTCs to create a framework for the member states to set
up their own commissions.

As this paper has shown, the current energy transition

is less circumstantial than past transitions, which is why
it can be better planned and coordinated. It is now up to
the EU and its member states to seize this opportunity

by learning from the century of lessons presented above,
and achieve a transition that is fair and inclusive for all.
The EU has already taken many positive steps to do so,
but the examples of historical transitions discussed in
this paper show that there is still much work to be done.
Without a just transition that respects both distributional
and procedural justice, it will not be possible to sustain
climate policies. The EU and its member states risk losing
public support; they may face protests and see populist
parties capture discontent. After having lost precious time
with slow climate action, the EU cannot afford to delay the
just transition as well. It must step up to the challenge.
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