
 

 

 

 

Project Specification: 

Understanding Impacts of Emission Trading Systems 
and Carbon Border Adjustment Mechanisms on 

Scottish Business 

1. Introduction 

On behalf of the Scottish Government, ClimateXChange wishes to commission research to 
understand the potential competitiveness impacts on Scottish businesses/industries of changes 
in carbon pricing policy. This will consider scenarios linked to the changing design and 
implementation of various Emission Trading Schemes (ETS) and Carbon Border Adjustment 
Mechanisms (CBAM). 

2. The need for this research 

The UK established the UK ETS on 1st January 2021 to replace the country’s previous 
participation in the European Union (EU) ETS. The UK ETS is jointly administered by four 
governments – the Scottish Government, the UK Government, Welsh Government and 
Northern Ireland Executive. There are commitments, respectively, to develop both the UK ETS 
and the EU ETS further in coming years. Developments could include a net-zero-aligned ETS 
cap, review of free allocations, and the potential for UK-EU ETS price divergence. Therefore, as 
carbon pricing policy develops both within and outwith the UK, there is the potential for this to 
impact on the competitiveness of Scottish businesses and economic sectors.  

To mitigate negative impacts on competitiveness against firms in countries with a different ETS 
(or those without an ETS), a CBAM can be formed. Such a mechanism aims to account for 
differences in carbon prices, regulations or standards in different countries. The European 
Commission is expected to publish more detail on the design and scope of their CBAM 
proposal in summer 2021. This can provide a tangible basis to investigate any potential impact 
on Scottish trade.  

So far there is not an established approach to assess the potential impact on the Scottish 
economy of UK and international ETS and CBAM schemes, and changes to them. In particular, 
there is a need to understand the impact on the economy, employment and trade of relevant 
sectors and sites. That includes those within the scope and design of an ETS and/or CBAM, 
and which have particular importance to the Scottish economy.  

3. Project scope and aim 

The project should seek to apply a methodology to assess the potential impacts on parts of the 
Scottish economy that will be affected by changes in UK and international ETSs and CBAMs. 
Of most importance is to establish an overview of dependencies and vulnerabilities for different 
sectors and sites. A small number of scenarios can then be used to consider the impact of 
representative variations in ETSs and CBAMs. 

Information regarding Scottish sectors and sites that currently participate in the UK ETS 
scheme are publically available, and Scottish Government can confirm these with the research 
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team. These same sites and sectors can be considered for any CBAM scenarios, but could be 
expanded/reduced as appropriate following discussion with Scottish Government.  

Scottish Government require a staggering of the research reporting in order for early findings to 
feed in to internal discussions. The research questions and target timescales are as follows: 

Highest priority (Stage 1 early feedback by 27th August) 

1. What sectors and sites in Scotland, currently participating in the UK ETS, or potentially 
affected by CBAMs, are most economically significant to Scotland (using metrics such 
as GVA, Employment, Exports)?  

2. What are the main products, costs, markets and primary competitors of the most 
economically significant Scottish sectors and sites? 

3. What is the exposure of these economically significant sites/sectors to markets inside 
and outside the EU? 

High priority (Stage 1 reporting by w/c 4th October) 

4. Which of the Scottish sectors and sites are most vulnerable to carbon leakage, and how 
could this affect trade in a scenario where the EU draft CBAM were implemented? 

5. What would be the impact on Scottish sectors/sites of a UK ETS system which deviates 
from the EU ETS system in terms of price or free allocation? (Considering useful 
indicative scenarios) 

Lower priority (Stage 2 reporting by w/c 29th November) 

Stage 2 work will consider the following additional questions to the extent which they can be 
addressed in the full timescale of the project. 

6. Are there any sites or sectors where CBAM or ETS policies could put Scotland at a 
competitive advantage? 

7. What are current UK and international plans for CBAMs? 

8. Potential for further questions arising from the stage 1 work would be considered and 
agreed in the stage 2 kick-off meeting 

The work is commissioned on behalf of the Scottish Government, and of particular interest to 

teams covering Carbon Pricing and the Emission Trading System, International Trade and 

Investment, and Energy and Climate Change.  

The results must be presented in a format and language that can be easily understood by 

readers without an academic background. Written outputs must be well presented and written 

in Plain English.  

4. Methodology 

It is preferred that analysis is quantitative as far as is possible, but Scottish Government 
colleagues understand that data (especially at the site level) may not be available. In which 
case, the bid may propose an appropriate methodology to address the research questions. 

The UK Department for Business, Energy and Industrial Strategy (BEIS) has produced a 
framework for assessing the role of carbon pricing policy and it would be useful if bids 
considered whether this framework can be applied for the needs identified in this specification. 
The Economic assessment of carbon leakage and carbon border adjustment by the EU may 
provide a suitable basis for identifying industries exposed to the risk of carbon leakage.  

We anticipate the work will involve: 

A brief review of ETS/CBAM publications drawing on relevant information for the 

Scottish context, including the following non-exhaustive list: 

http://www.climatexchange.org.uk/
https://www.gov.uk/government/publications/business-competitiveness-in-industrial-sectors-and-the-role-of-carbon-pricing-policy-in-the-uk
https://www.gov.uk/government/publications/business-competitiveness-in-industrial-sectors-and-the-role-of-carbon-pricing-policy-in-the-uk
https://op.europa.eu/en/publication-detail/-/publication/c597c803-e357-11ea-ad25-01aa75ed71a1/language-en/format-PDF/source-search
https://ec.europa.eu/clima/policies/ets/allowances/leakage_en
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1. UK Department for Business, Energy and Industrial Strategy (BEIS) framework for 
assessing the role of carbon pricing policy  

2. Grantham Research Institute on Climate Change and the Environment. “What does an 
EU Carbon Border Adjustment Mechanism mean for the UK?” 

3. Vivid economics. “The Future of Carbon Pricing in the UK” 

4. Vivid economics. “Carbon leakage prospects under Phase III of the EU ETS and 
beyond” 

5. Energy Systems Catapult. “Industrial Decarbonisation: Net Zero Carbon Policies to 
Mitigate Carbon Leakage and Competitiveness Impacts” 

6. The Oxford Institute for Energy Studies. “The Challenges and Prospects for Carbon 
Pricing in Europe”  

7. Economic assessment of carbon leakage and carbon border adjustment, EU publication, 
Aug 2020 

8. Proposal for a Carbon Border Adjustment Mechanism (CBAM), EU, Jan 2021 

A brief scoping of the current status of UK/EU/international ETS/CBAM policy.  

A review and synthesis of data on sectors and sites: This will draw on publically available 

information and data to build a picture of Scottish business exposure to domestic and 

international markets. In particular, publically available trade data includes the UK regional 

trade in goods statistics1, and Export Statistics Scotland2. 

Possible stakeholder engagement: If included in the bid, then work to approach stakeholders 

in order to gather vital information to make the assessment. 

Technical analysis: Drawing on the information and data obtained, an analysis of the impact 

on Scottish business/industries3. Analysis will consider the economy, employment and trade 

under the ETS and CBAM scenarios outlined in the research questions. The output could take 

the form of a risk assessment of impacts in different sectors. 

Two stages of research are recommended in order for findings on priority research questions to 
be fed back to Scottish Government earlier in the project:  

Stage 1 

Initial focus will be on high-level economic prioritisation of sectors and sites in the Scottish 
economy to ETS and CBAM policy. If possible in the time, the exposure of sectors/sites to 
markets will also be considered at this stage. The early output will be provided to Scottish 
Government colleagues in the form of a presentation to inform internal discussions around 
policy preparation. The stage will then go on to the remaining high priority research questions, 
and produce a report on the findings. 

Stage 2 

A second stage of research will provide depth of understanding to the stage 1 findings, 
including exploring the lower priority research questions. The Scottish Government request bids 
consider what is feasible within the timescale of the project. 

We would expect the principles behind the methodology and any sectoral focus to be 
discussed, agreed and signed off with the project steering group early in the project.  

                                              
1 UK regional trade in goods statistics 
2 Export Statistics Scotland 2018 

3 Regarding analysis approach, the EU Economic Assessment compares the merits/limitations of 
computational general equilibrium modelling to sector-specific studies. 

 

http://www.climatexchange.org.uk/
https://www.gov.uk/government/publications/business-competitiveness-in-industrial-sectors-and-the-role-of-carbon-pricing-policy-in-the-uk
https://www.gov.uk/government/publications/business-competitiveness-in-industrial-sectors-and-the-role-of-carbon-pricing-policy-in-the-uk
https://www.lse.ac.uk/granthaminstitute/publication/what-does-an-eu-carbon-border-adjustment-mechanism-mean-for-the-uk/
https://www.lse.ac.uk/granthaminstitute/publication/what-does-an-eu-carbon-border-adjustment-mechanism-mean-for-the-uk/
https://www.vivideconomics.com/casestudy/the-future-of-carbon-pricing-in-the-uk/
https://www.vivideconomics.com/casestudy/carbon-leakage-prospects-under-phase-iii-of-the-eu-ets-and-beyond/
https://www.vivideconomics.com/casestudy/carbon-leakage-prospects-under-phase-iii-of-the-eu-ets-and-beyond/
https://es.catapult.org.uk/reports/industrial-decarbonisation-and-carbon-leakage/
https://es.catapult.org.uk/reports/industrial-decarbonisation-and-carbon-leakage/
https://www.oxfordenergy.org/publications/the-challenges-and-prospects-for-carbon-pricing-in-europe/
https://www.oxfordenergy.org/publications/the-challenges-and-prospects-for-carbon-pricing-in-europe/
https://op.europa.eu/en/publication-detail/-/publication/c597c803-e357-11ea-ad25-01aa75ed71a1/language-en/format-PDF/source-search
https://op.europa.eu/en/publication-detail/-/publication/47db13f7-4f5b-11eb-b59f-01aa75ed71a1/language-en/format-HTML/source-search
https://www.gov.uk/government/statistics/uk-regional-trade-in-goods-statistics-fourth-quarter-2020
https://www.gov.scot/publications/export-stats-scotland-2018/
https://op.europa.eu/en/publication-detail/-/publication/c597c803-e357-11ea-ad25-01aa75ed71a1/language-en/format-PDF/source-search
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Tenderers are invited to put forward proposals on how to best meet the research aims within 

the budget available. A full explanation of your chosen approach, including any limitations, 

should be provided. 

5. Outputs 

We expect an early-project presentation to Scottish government of initial findings that can 

support on-going internal discussions around impacts of the UK ETS.  

The following outlines the published outputs: 

Stage 1 

Following the first stage analysis, findings will be presented in a short report. The report must 

be written in plain English, follow the CXC house style, and should comprise: 

a) an executive summary of no more than two pages, detailing the key findings, the aim of the 

project and the value to a policy audience; and 

b) a full report of the project, of no more than 25 pages to include: 

i) Key findings answering the research questions (possibly taking the form of a risk 
assessment) 

ii) A brief review of ETS and CBAM publications, and current status of UK, EU and other 
international ETS and CBAM development. 

iii) A concise overview of methodology and assumptions 

iv) Recommendations on potential for further research  

v) Annexes detailing additional information relating to methodology and findings 

vi) References 

vii) A glossary if needed 

c) Accompanying Excel worksheets that provide the data/information supporting the findings. 

d) A final PowerPoint presentation that summarises the work and findings. 

Stage 2 

a) a report on the second stage of project, of no more than 25 pages to include: 

i) Key findings answering the supplementary research questions  

ii) A description of possible approaches to support at-risk sectors/sites or take 
advantage of any opportunities identified 

iii) Annexes detailing the methodology and information to support the findings 

iv) References 

v) A glossary if needed 

c) Accompanying Excel worksheets providing the data/information to support the findings, if 
needed. 

d) A final PowerPoint presentation that summarises the work and findings. 

http://www.climatexchange.org.uk/
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The ownership of the research material including the final report and any data produced as a 

result of the research lies with ClimateXChange on behalf of Scottish Ministers. The research 

may be published on the ClimateXChange website, the date and format of which will be 

determined by the Scottish Government and ClimateXChange. One or more drafts are likely to 

be required before a final version is agreed. 

6. Project governance 

A small steering group will be established to support delivery of the project. It will include 

representatives from Scottish Government, ClimateXChange, and the project team. External 

members will be considered depending on the methodology/approach. 

The lead contact for ClimateXChange will be the CXC Climate and Energy Project Manager, 

who will liaise with the contractor. Regular update calls will be scheduled fortnightly between 

the principal investigator and the CXC Climate and Energy Project Manager to discuss 

progress and address any issues, escalating to steering group for consideration where 

necessary. 

7. Project timetable 

Milestone Completed by  

Project stage 1 kick-off meeting, to agree 

 Scope 

 Sector/site focus 

 Boundaries 

 Timeframe 

Monday 19th July 
2021 

Report on progress (Principal investigator and CXC Project 
Manager) 

Fortnightly 

Early-project presentation covering highest priority questions to 
the steering group and comments on research progress 

By Friday 27th 
August 2021 

Submission of draft stage 1 report  w/c 4th Oct 2021 

Submission of final stage 1 report w/c 1st Nov 2021 

Steering group meeting, to agree stage 2 research: 

 Scope 

 Boundaries 

 Timeframe 

w/c 8th Nov 2021 

Submission of draft stage 2 report w/c 13th Dec 2021 

Steering group meeting (incl. presentation to client), comments 
on stage 2 draft 

w/c 10th Jan 2022 

Submission of final stage 2 report w/c 7th Feb 2022 

http://www.climatexchange.org.uk/
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8. Award criteria 

Price  20% 

Quality  80% 

Quality Criteria Descriptor Weight 

Understanding 
the research 
specification 
and the policy 
environment 

The proposal should include an introduction which demonstrates a clear 
understanding of the research requirements. This should include an 
understanding of the policy environment and the supporting role of 
research; the cross-sectoral nature of the project; the need for this 
research; the research aim; and how the proposal will address this 
need.  

10% 

Research 
methodology 

The proposal should demonstrate a high quality and workable research 
methodology (including how the evidence will be identified, reviewed 
and assessed) which will address the research objectives and produce 
the outputs in the timescales required.  

It should explain the suitability, robustness and limitations of the 
proposed methodology.  

25% 

Project 
management 
and staff 
resource 

The proposal should  

 Include a clear project plan, that captures the key steps required 
to deliver the desired output within scope and to time; this should 
include reference – where relevant – to mechanisms for 
compliance with regulations (e.g. GDPR) 

 provide details of individual staff members who will work on this 
project and demonstrate how they will meet the project 
requirements, specifically: 

- general research experience and expertise; 

- specific experience & expertise in the research topic; 

- experience and expertise in inter-disciplinary team-working  

 provide a commitment that named staff members will be available 
to work on the contract if the bid is successful. 

 set out the management arrangements for the project.  

20% 

Communication 
and report 
writing 

The proposal should describe the approach to writing the report, which 
will be published on the ClimateXChange website.   

It should detail who will take lead responsibility for report-writing and 
overall report quality. It should provide examples of previously published 
literature or research in which they have been involved.  

15% 

Quality control 
and assurance 

The proposal should provide details of quality assurance procedures to 
demonstrate how the contract will be continuously delivered to a high 
standard. It should specifically address issues of quality control at 
different stages of the project, including evidence gathering, analysis 
and report writing. It should include a timetable for delivery of tasks, 
project milestones and allocation of staff and staff time against each 
task, covering the duration of the contract. 

5% 

Risk The proposal should provide a risk assessment matrix detailing any 
risks identified in relation to the delivery of this contract, and proposed 
mitigation measures to minimise their probability and impact. 

5% 

http://www.climatexchange.org.uk/
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9. Submitting a proposal 

Please send a brief work plan (no more than six pages excluding CVs) responding to the award 

criteria above and with deadlines, CVs for the proposed delivery team, applicable day rates, 

relevant research experience, examples of previous work and the number of person days’ work 

proposed. 

You should highlight any potential conflicts of interest in your proposal. 

Proposals need to be submitted to lee.callaghan@ed.ac.uk and cc’d to 

declan.finney@ed.ac.uk, for evaluation by noon on Friday 2nd July. We expect to contact the 

successful bidder by Friday 9th July. 

The costs of proposals for this project are expected to be in the range £40-45,000 (including 

VAT). However, ClimateXChange would welcome proposals for less than this amount. We 

welcome consortium bids. 

Depending on the quality of proposals received, CXC may chose not to appoint any contractor. 

 

CXC Secretariat 
June 2021 
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