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1.0 Economic Development - Local Employment 


 


1.1 Overview of Impacts 
 
1.1.1 The IACC is supportive of the proposed Wylfa Newydd development because 


of the potential short, medium and long term employment and economic 
development opportunities. Despite the considerable potential (quantity and 
quality), certainty and confidence is required to ensure the capacity and 
readiness of local people and businesses is increased, and there is greater 
resilience to manage labour displacement. The 100 year commitment made by 
Hitachi Ltd to Anglesey as the ‘host community’ is integral to securing the 
economic prosperity and well-being of the Island’s residents for future 
generations.  


 
1.1.2 The IACC established the Anglesey Energy Island Programme (EIP) 1– which 


pro-actively promoted the merits of the Wylfa Newydd site and other energy 
related projects on Anglesey with prospective developers. The EIP was 
grounded in a thorough analysis2 of the local economy with scenarios covering 
no energy developments, new nuclear build, and other developments. This 
exercise expressed that GVA per head in Anglesey was just 57.2% of the UK 
average (£20,000) and that the new build provided the potential for increased 
GVA of 10%-13% over and above baseline,  which would be transformational. 


 
1.1.3 The scale, range, and quality of employment and supply chain opportunities at 


presented by Wylfa Newydd are the overwhelming grounds for local support.  
 
 
1.1.4 The positive impacts of the Wylfa Newydd Project on the labour market: 


a) Creation of a minimum 2,000 new local jobs on Anglesey and the mainland 


during the construction phase; 


b) Commitment to achieve 85% local employment during the operational phase, 


highly productive roles with salaries above national average; 


c) Potential for local people to undertake a proportion of the 1,000 outage roles;  


d) Potential to reverse the fall in working age population; 


e) Potential for GVA levels to increase significantly in the short term.  


1.1.5 The neutral impacts of the Wylfa Newydd Project on the labour market: 


a) Horizon have proposed some skills and training that are limited in scale and are 


deemed neutral as they will only be of limited assistance.   


1.1.6 The negative impacts of the Wylfa Newydd Project on the labour market:  


a) Potential for labour displacement, reducing the net additionality arising from 
Wylfa Newydd with inadequate mitigation to address this impact; 


b) Small-Medium Enterprises, micro-businesses and the self-employed being 
attracted to the Wylfa Newydd project and not being able to undertake business 


                                                           
1 Energy Island Programme website (Link)  
2 Energy Island and Enterprise Zone Reassessment of Legacy targets, Benefits and Outcomes 2012 (Annex 3A) 



http://www.anglesey.gov.uk/business/energy-island-isle-of-anglesey-north-wales
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as usual (domestic and light-industrial) activities to serve the needs of the local 
economy; 


c) Product Displacement. 
  
 


1.2 Preparation of this chapter 


1.2.1 The IACC has appointed Oxford Economics (Oxford Economics provide 


expertise in forecasting and modelling at global, national, regional and local 


levels and their expertise ranges across sectors) to quantify the local economic 


impacts that could arise from the Horizon proposals.  Oxford Economics have 


also previously undertaken baseline analysis informing the IACC pre-


application consultation responses to the project proposals3.  The work 


produced for the Council has been used to assess the DCO proposals as 


submitted and to reach the impact conclusions set out in this chapter. It has 


also informed the proposals made by the IACC as to further measures which 


could reduce negative impacts and increase positive impacts.  


1.3 Context 


1.3.1 Anglesey is a small island economy off the coast of North Wales which 


accounts for 2.2% of the Welsh population but only 1.75% of the country’s 


employment. The population of Anglesey was 69,936 in 20174, there were 


39,996 people of working age, and 11,986 aged up to 15.  


1.3.2 The structure of Anglesey’s economy varies from the UK and Wales as a whole. 


Compared to Wales, Anglesey has a higher share of employment in low value-


added sectors of the economy. Both the accommodation and food and 


construction sectors contribute significantly to Anglesey’s economy, and are 


estimated to account for over a quarter of all jobs in 20185.  


1.3.3 Without allowing for the Wylfa Newydd project, average annual employment 


growth is predicted to slow to 0.7% over the period 2016 to 2030, resulting in 


2,500 new jobs.  Growth is expected to be driven by accommodation and food 


(1,200 jobs), and construction (800 jobs)6.  


1.3.4 Anglesey’s sectoral structure means that productivity was estimated to be only 


73.5% of the UK level in 20167. Productively fell in 2016 which partly reflects 


the cessation of operations at the existing Wylfa in December 2015. Given the 


low levels of productivity, average workplace-based wages are 20% lower than 


the UK average.  


1.3.5 The slow employment growth, sectoral structure and low wages are likely to 


have influenced migration. Although net migration from 2009 to 2017, was 


positive in all but three years, this overall trend disguises the impact on the 


                                                           
3 Anglesey: Baseline economic analysis update and growth scenarios, Oxford Economics, May 2017 (Annex 3B) 
4 Taken from ONS data from Nomis (Link)  
5 Anglesey: Baseline economic analysis update and growth scenarios, Oxford Economics, May 2017 (Annex 3B) 
6 Ibid  
7 Ibid 



https://www.nomisweb.co.uk/
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working age population. From 2009 to 2017 over 1,400 more residents aged 


between 16 and 45 migrated out than migrated in8; net internal migration for 


this age group has been negative each year since 2009. In contrast net 


migration has been positive each year for those aged 46 to retirement age, 


reflecting the attraction of the area as a nice place to live or retire to (rather than 


work). The median age of Anglesey residents (47.6) is notably higher than the 


Welsh (42.5) and UK (39.9) averages.  


Figure 1: Internal out migration, Anglesey, 2009 to 2017 


 


1.3.6 The number of working age residents has been falling, and is forecast to 


continue.  It is therefore important for the economic health, and for the ability of 


the Anglesey economy to grow, that the number of young people leaving the 


Island is slowed and that working age people are attracted into the economy. 


To help close the wage and productivity gap, jobs which are created on the 


Island need to be well paid and attractive to higher skilled candidates, including 


professionals. The large demand for jobs at Wylfa Newydd could assist in 


creating an inward draw of high skilled people to Anglesey.  


 


 


 


 


 


Figure 2: Working age population as a share of total population, 2009 to 2017 


                                                           
8  Ibid  
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1.3.7 The IACC recognises that the Wylfa Newydd project will offer significant 


opportunities for the local economy, not just at peak construction, but over the 


course of the construction project and once operational. It is estimated that the 


volume of labour required to develop Wylfa Newydd each year of construction 


will have a significant impact on headline economic variables. Both workplace 


employment and GVA levels are dramatically higher from 2021 to 2024 and the 


profile of future workplace jobs and GVA in Anglesey is heavily influenced by 


the profile of labour required at the nuclear new build.  


 


Figure 3: Workforce jobs estimates, Anglesey 2000-2030 (PAC 3) 


 


1.3.8 Note: the above forecasts were produced in 2017 and hence are different from 


those discussed in the Context section. 
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1.3.9 However, if the investment is to be truly transformational and have a long-term 


impact then the proportion of jobs taken by local labour needs to be maximised, 


not just at peak, but in every year of construction and operation. 


 


1. 4 Policy position 


1.4.1 Supporting growth and regeneration as a means of transforming the local 


economy is one of the main strategic objectives of the Anglesey and Gwynedd 


Joint Local Development Plan (JLDP) (adopted July 2017). The JLDP 


recognises that the Wylfa Newydd Development provides the opportunity to 


maximise socio-economic opportunities for local business, sustainable 


employment opportunities for local people (including a sustainable network of 


associated development) and in developing a skilled and well-educated 


workforce. 


1.4.2 Based on the issues raised within this chapter, the following criteria from 


policies in the JLDP are of particular relevance: 


1.4.3 Criterion 9 of Policy PS 9 Wylfa Newydd and Related Development requires a 


pro-active approach to procurement, employment and education, training and 


recruitment in order to maximise employment, business and training 


opportunities for local communities in both the short and longer term.  


1.4.4 As a means of maximising the socio-economic opportunities which will arise 


from the Wylfa Newydd development, the JLDP allocates and safeguards a 


range (size and location) of employment sites (Strategic Policy PS13: Providing 


Opportunities for a Flourishing Economy and Policy CYF 1: Safeguarding, 


Allocating and Reserving land and Units for Employment Use) and facilitates 


opportunities to improve the workforce skills and education through a 


supportive policy for the extension of or new higher/further education facilities 


(Policy ISA 3: Further and Higher Education Development). 


1.4.5 Issues raised in this paper in relation to the impact on the labour market, 


displacement of the workforce, and impact upon the wider economy suggests 


that additional information and measures are required in order to better align 


with the expectation set out in criterion 9 of PS 9. The principles contained 


within the JLDP relating to maximising opportunities presented by the Wylfa 


Newydd development; ensuring that the development provides a positive 


driver for the transformation of the local economy and communities in Anglesey 


and delivers sustainable employment opportunities; and contributes towards 


improving the quality of life and wellbeing of existing and future generations are 


further supported and emphasised within the Wylfa Newydd Supplementary 


Planning Guidance (GP1 Supporting the Anglesey Energy Island Programme 


and Anglesey Enterprise Zone; GP2: Local Jobs and Skills Development and 


GP5: Tourism). 
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1.5 Impacts and evidence  


Construction phase 


1.5.1 The creation of a minimum 2,000 jobs across the North Wales region and 


across a range of skill levels represents a positive impact in the short term. 


The rise in local job opportunities could also go some way towards reversing 


the fall in working age population that has occurred in Anglesey since 2008. 


The additional jobs, upskilling, nuclear experience and general investment in 


the Island will also result in a positive impact on jobs and skills.  


1.5.2 The IACC’s support for Wylfa Newydd is predicated on the creation of a broad 


range of direct and indirect jobs, from support services to highly skilled technical 


and professional roles for local people currently in work, underemployed, 


leaving school, college and university, prospective returnees, the long term 


unemployed and young people ‘Not in Education, Employment or Training’ 


(NEETs).  


1.5.3 The DCO application (Community Impact Report9 and Planning Statement10) 


provides more information on the local job opportunities. Approximately 2,000 


(22%) home-based workers would be employed during the peak period of 


construction from the Daily Construction Commuting Zone (DCCZ), which 


would deliver a rise in employment. It suggested that the local labour rate for 


those living within 60 minutes to site (i.e. within the Key Socio-Economic Area 


of Anglesey and Menai Mainland), is only 17% (1,521) and the figure for 


Anglesey residents is even lower at 14% (1,256).  The IACC believes that these 


figures are unacceptably low and does not secure delivery of the claimed 


benefits of the project for the Island.  


1.5.4 Given the background work on the demand for and supply of skills in Anglesey 


and Gwynedd which was undertaken at the end of 2017, the IACC believes that 


with adequate investment in education, skills and training across all levels, 


between 2,000 – 2,250 (22% - 25% of total) local jobs could be secured within 


the Anglesey and Menai Mainland area alone, without significantly increasing 


the risk of labour displacement.   


1.5.5 Therefore, Horizon’s current figure of 17% local labour (Mon and Menai) is too 


low, and does not ensure that local people, businesses and supply chains can 


fully capitalise on the job opportunities presented by Wylfa Newydd. 


Consequently, the measures Horizon are proposing to provide, and secure 


local labour are not ambitious enough. The positive impact of the creation of 


jobs is therefore less significant than it could be due to the concentration of local 


labour in lower skilled and therefore lower paid jobs. These jobs do not enable 


the maximisation of the potential benefits of the project by local people and 


therefore reduce the overall positive impact for the host communities. 


                                                           
9 Examination library reference  APP-435 
10 Examination library reference  APP-406 
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1.5.6 The scale of labour required to deliver the nuclear new build is significant (9,000 


at peak), however 7,000 of those jobs are expected to be taken by non-locals. 


Thus, a significant amount of the economic and labour market benefits arising 


from Wylfa Newydd will not be realised by Anglesey and North Wales residents, 


and, consequently, there will be a substantial leakage of the construction phase 


wages and experience. In addition, it is presently assumed the bulk of supply 


chain contracts will be awarded outside of North Wales. Consequently, there is 


a risk that the project will not have the desired, sustainable, transformational 


impact locally, which is one of the primary reasons why the IACC and many 


local residents support the Wylfa Newydd development.  


1.5.7 Horizon states that during construction much of the employment will be via the 
supply chain. If recruitment processes by Horizon or its supply chain do not 
ensure that local labour opportunities are delivered, opportunities for local 
residents will not be maximised. Unfortunately, without sight of the Supply 
Chain Action Plan IACC and local business cannot form an adequate view on 
the supply chain opportunities. The impact on Supply Chain is discussed in 
further detail within the Economic Development – Supply Chain Chapter.  


1.5.8 In addition to the above, information provided by Horizon suggested that the 


bulk of jobs going to non-locals will be the higher skilled and higher paid 


engineering and managerial jobs. Whilst the job creation at Wylfa Newydd 


represents a positive impact to the local economy, the IACC feels that the 


magnitude of the impact falls short of being transformational. For 


example, over a third of ‘local’ jobs at peak construction will be in “site services, 


security and clerical staff” roles. IACC would like to see more of the higher 


skilled roles made available to local workers, and by extension measures put in 


place to help achieve that.  


1.5.9 Horizon is understood to be working in collaboration with education providers 


in North Wales, however it is unclear how many new places will be made 


available in subjects related to the construction of Wylfa Newydd, as Horizon 


builds local skills. While IACC are encouraged by the operation of the 


apprenticeship programme, the £1m investment in the new Engineering Centre 


at Grwp Llandrillo Menai, up to £500,000 committed to Cwmni Prentis Menai, 


the sponsoring of courses for the long-term unemployed and engagement with 


schools, the Council would like to see evidence of how the training will build 


over time to meet labour demand. For example, how many places will be made 


available by subject and year, in higher education and further education. The 


strategy and interventions must support school leavers, those employed, those 


unemployed, those inactive and ex-pats leaving elsewhere. A summary table is 


provided in section 8 to demonstrate the mitigation measures that must be 


secured to maximise local employment opportunities during the construction 


phase.  


Operation 


1.5.10 The 850 operational new jobs will bring a major long term positive impact to 


the Anglesey economy. Aside from the employment itself, these jobs are likely 


to be highly productive. These highly productive jobs are also likely to provide 
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above average wages, which should go some way towards improving the gap 


between average wages in Anglesey and the Welsh average (both resident and 


workplace measures). Furthermore, resident wages in Anglesey have been 


consistently higher than workplace wages since 2003, indicating that Anglesey 


residents can earn higher salaries by commuting elsewhere for work. Securing 


as many of the operational jobs at Wylfa Newydd as possible could help push 


up workplace-based wages and provide higher paid local job opportunities for 


residents.  


1.5.11 The IACC supports Horizon’s commitment to achieving 85% local employment 


when Wylfa Newydd is operational; however the Council believes this should 


be a minimum target.  IACC’s support for Wylfa Newydd has been predicated 


on the creation of these highly skilled, well-paid, long-term jobs for local people. 


The success of the project locally will be determined on whether this is 


achieved.  


1.5.12 The IACC also submits that clarification is required on how a person will be 


defined as ‘local’. The IACC requests that a definition is adopted which 


acknowledges that workers who have resided on Anglesey only for a short 


period during construction in order to work on the project and who have no pre-


existing local connection are not ‘local’ for this purpose. The definition of local 


should encompass the pre-construction resident population and those with a 


local connection returning to or relocating to the Island but not simply any 


person whose address at time of application is given as with the Key Study 


Area (KSA). The IACC wish to ensure that the 85% target during operation is 


taken up by current local residents, or former residents attracted back, who are 


more likely for example to speak Welsh; thus making a positive language and 


cultural contribution. 


1.5.13 Further detail and certainty is required on how this target is to be achieved (for 


example whether there is significant investment in apprenticeship schemes and 


up-skilling of local people), by when, and what strategies will be implemented.  


It is noted that operational jobs are created over the construction period and 


therefore the capability and skills are gradually built up. The strategies, 


programmes, resources required need to be defined, agreed and secured. 


Without this detail, only limited weight can be given as the mechanisms are not 


secured.  


1.5.14 This principle also applies to the additional 1,000 workers required at outage 


periods once the plant is operational. There is currently very limited information 


on the skill-set required to undertake these posts to understand whether the 


local population has the capacity and capability to fill the roles11.  If they do not, 


the impacts of hosting a temporary workforce of up to 1,000 workers on the host 


communities requires to be undertaken separately from that for construction. It 


is not appropriate to consider that impacts will be simply less than construction 


                                                           
11 The IACC would argue that the capability and experience is likely to exist locally given previous nuclear 


activity at both Magnox North sites Wylfa A and Trawsfynydd. 
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as many of the construction period mitigations will no longer be in operation 


and separate consideration of the impact of temporary influxes of workers on 


communities is required. It is not considered that the ES submitted adequately 


considers these impacts.   


1.5.15 A breakdown of the occupations and skill sets required for these 1,000 jobs is 


required to inform a proper assessment of local labour availability. The 


associated investment in education, skills and training to maximise local uptake 


can then be appropriately planned. Clarity is further required on if these 1,000 


jobs are only required at outage periods, if they are temporary in nature, part-


time or full-time. Without this information the impact of the creation of outage 


roles is assessed as neutral as the potential benefits and impacts cannot be 


fully established.  


Displacement 


1.5.16 The positive impact through job creation is currently reduced by the potential 


for labour displacement effects which would have a negative impact on the 


Island’s overall economy and damage the construction sector and other sectors 


during the construction period.  


1.5.17 The definition adopted by Government when accounting for displacement from 


public investments / interventions accounts for both the change in market share 


and the increase in demand for certain types of labour in a local market. The 


English Partnerships “Additionality Guide” states:  


“Displacement arises where the intervention takes market share (called product 


market displacement) or labour, land or capital (referred to as factor market 


displacement) from other existing local firms or organisations.” 


1.5.18 That guidance also notes: 


“In terms of factor market displacement, an intervention may result in an 


increase in demand for construction workers. If these are in short supply, the 


result may be in delays to this or other interventions or an increase in costs”. 


1.5.19 The IACC wish to maximise local take up of Wylfa Newydd jobs but are mindful 


that there could be a trade off with potential displacement, unless appropriate 


steps are taken to boost the supply side of the economy. The risks of 


displacement are not consigned to construction related jobs.  


1.5.20 The effects of major projects displacing local workers is apparent in the 


example of Sizewell B, the most recently completed of the UK’s nuclear power 


plants. A review of the economic benefits of the Sizewell B project undertaken 


by Glasson (2015) found that, during the early years of the project, 


approximately 600 employees annually were drawn to the site from local 


employers. Taking into account that the peak workforce associated with 


Sizewell B was just over 5,000 – compared with between 8,000 and 10,000 at 


Wylfa Newydd – and the more ruralised and remote location of Anglesey (with 


a reduced latent supply of labour within commuting distance) the impact of 


displacement could be much higher in the case of the Wylfa Newydd project. 
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1.5.21 A major challenge for the existing labour market within the construction sector 
across Anglesey and North Wales, will be to demonstrate they are prepared 
and ready to promote their competencies to work on a nuclear new build such 
as Wylfa Newydd as currently the majority of the construction sector in North 
Wales serves domestic and light-industrial needs and not major construction 
projects.  


 
1.5.22 The CITB 2018 Construction skills gap analysis for Wales has identified that 


there is a potential shortage of occupations in North Wales where forecast 
demand is likely to exceed current employment. The following occupations are 
identified as: Construction trades supervisors, Plant operatives, Plant 
mechanics/fitters, Labourers, Logistics, Civil engineering operatives, Non-
construction operatives, Civil engineers. In addition to the occupational gap 
analysis CITB analysis of Welsh Government training data indicates that there 
is limited training provision in North Wales in some Construction related 
occupational areas: 
a) Roofers, Floorers, Glaziers, Building envelope specialists, Specialist 


building operatives, Scaffolders 
b) Plant Operatives 
c) Plant mechanics / fitters, Steel erectors / structural  
d) Labourers 
e) Civil engineering operatives 


f) Civil engineers, Architects, Surveyors 


1.5.23 Therefore, within the construction industry, there are serious concerns should 


existing workers in the above sectors be attracted to Wylfa Newydd as there 


are already shortages in the business as usual scenario and coupled with lack 


of training available it will be very difficult to backfill these occupations.   


1.5.24 Wylfa Newydd will absorb local tradesmen, and construction professionals as 


well individuals that could, or do work, in the hospitality and facilities 


management sector (e.g. food preparation / catering / cleaning services). 


Furthermore, with limited spare capacity in the local labour market (without 


intervention), and Anglesey’s peripheral location and relatively low-wage 


economy (and often seasonal work in the tourism sector), these effects will be 


magnified. Consequently, it is considered that Horizon’s Environmental 


Statement underestimates the risks of displacement and as such the limited 


mitigation measures proposed are insufficient. As currently proposed the 


project will lead to a negative impact on existing businesses and services 


through displacement of their current workforce and lack of people with 


appropriate skills to backfill these positions. 


1.5.25 The hospitality and facilities management sector at Wylfa Newydd of which a 


high proportion of staff HNP predicts will be from the local population could, for 


example, have a negative effect on Anglesey’s tourism and social-care sectors 


(and other sectors) in respect of displacement. , Tourism accounts for a 


significant proportion of the Island’s economic activity and is necessary to 


maintain long term economic health of the Island12. In these sectors which are 


                                                           
12 Please see tourism chapter of the IACC LIR 
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often low-paid and an increasing amount of zero-hour contracts there are 


already existing labour shortages and therefore a vulnerability to losing staff to 


the Wylfa Newydd project.  As, at present no mitigation is proposed to address 


this and the impact has been assessed as negative, however appropriate 


mitigation could render the impact on this area neutral or positive. labour 


displacement in the tourism sector is considered further in the Tourism LIR 


chapter.  


1.5.26 Anglesey’s social care sector is already experiencing a dearth of suitably 


qualified applicants and there is an ageing workforce and high levels of staff 


turnover. As such, mitigation must be identified to address these issues upfront 


to allow experienced staff to be retained and to attract new workers to replace 


workers that may leave to work on the Wylfa Newydd project. These are defined 


on page 27 of the IACC’s ‘Social Care: Review of Displacement in the Local 


Labour Market’13.   


 
1.5.27 The potential for large projects to pay a wage premium is apparent within the 


economic literature14. Large firms have been found to have the ability to pay 
more, with the more productive nature of activity at Wylfa Newydd compared 
to wider economic activity locally suggesting that there will be a requirement 
to deliver higher wages. Furthermore, large companies such as Horizon have 
the ability to share excess profits with workers, hire more qualified workers and 
substitute high monitoring costs with wage premia.15 Therefore, the existing 
evidence suggests that there is potential for the Wylfa Newydd project to attract 
workers based on the wage premia that it can offer – before taking into account 
the potential for more secure employment, sociable hours and reduced stress 
than workers would experience in some other sectors.  


 
1.5.28 The IACC considers that displacement has not been given appropriate 


consideration in the application documents. Survey evidence (provided by 


Jacobs) from Sizewell B that showed one in ten responding firms reported the 


nuclear new build left them with hard to fill vacancies. The likely level of 


displacement in Anglesey is likely to be higher given the size of the economy, 


geographical factors and remoteness from large pools of labour and limited 


access to alternative job markets. Additionally, unemployment in Anglesey was 


close to record low levels in 201616.  Given the limited spare capacity locally in 


the labour market, and the scale of well-paid construction jobs that will be 


created at Wylfa Newydd, the Council are concerned Anglesey businesses (and 


those across North Wales) could experience displacement of labour. This loss 


of experienced labour could be compounded by higher costs (through 


recruitment) and a deterioration in competitiveness. As such, The IACC 


                                                           
13 Social Care: Review of Displacement in the Local Labour Market (October 2018) (Annex 3D) 
14 AECOM Wage inflation and displacement evidence Final report (Annex 3E) 
15 The Establishment-Size Wage Premium: Evidence from European Countries (2005) - (Link) 
16 Anglesey: Baseline economic analysis update and growth scenarios, Oxford Economics, May 2017 
(Annex 3B) 



https://www.econstor.eu/bitstream/10419/33633/1/485624524.pdf
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considers that there could be higher levels of displacement in Anglesey than 


are experienced in other locations.  


1.5.29 In an attempt to assess the risk from displacement an analysis, in so far as 


possible, of whether the supply of local labour matches the demand across 


Anglesey and Gwynedd, when factoring in the needs of Wylfa Newydd, has 


been undertaken. There is likely to be a shortfall in the supply of labour qualified 


to NVQ 4+ in STEM subjects and NVQ level 3 construction and engineering 


subjects. The estimated demand is for 600 NVQ 4+ STEM graduates per 


annum up to peak level of employment. However only around 200 will be 


provided from Bangor University, and therefore there will be the conditions for 


displacement of STEM related labour from existing firms. There could also be 


the conditions for existing firms to struggle recruiting STEM graduates in the 


first place. There is also an estimated annual demand for 300 NVQ 3 


construction / engineering graduates. While there are currently 330 graduates 


in construction and engineering subjects, a proportion will stay in education, 


some will not enter the labour market and others will leave the area.  


1.5.30 It is important to recognise that training is required across the economy (not just 


in STEM subjects) and across skill levels, as Horizon will require a wide variety 


of different roles and services. The IACC require investment in education, skills 


and training across a variety of different subjects to increase the local labour 


pool and minimise the impact of displacement.  


1.5.31 Recent evidence17 shows that Welsh businesses are struggling to fill vacancies. 


The impact of the Fourth Industrial Revolution and Brexit is widely expected to 


worsen skills shortages in the Welsh labour market. Additionally, there is 


evidence from other major infrastructure projects which demonstrates that the 


higher salaries paid and better working conditions by such projects will attract 


labour from local employers who can subsequently experience difficulties with 


staff recruitment, retention and artificial wage inflation. The Hinkley pay offer 


represented a 36% premium on the minimum pay rates of the National 


Agreement for the Engineering Construction Industry (NACEI)18, which was 


already above average Anglesey earnings for four out of the six pay grades. As 


wages on Anglesey are already low, the issue of displacement is genuine, and 


remains of concern to the Council and local businesses. A similar pay-deal on 


Wylfa Newydd raises the potential for wage inflation on the Island and the 


displacement of workers from existing productive activity on Anglesey. This 


could have a negative effect across all sectors and levels of the Anglesey 


workforce as all will be attracted to the greater salaries and benefits on 


offer.  


1.5.32 There are also a range of construction projects planned or on-going in North 


Wales (e.g. housebuilding, schools improvements, Bluestone, National Grid, 


Menai 3rd Crossing, etc). Therefore, the potential for skills gaps during the 


construction period of Wylfa Newydd will be greater than if the nuclear new 


                                                           
17 The Open University Business Barometer (Link)  
18 AECOM Wage inflation and displacement evidence Final report (Annex 3E) 



http://www.open.ac.uk/business/apprenticeships/blog/business-barometer
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build was built in isolation.  Horizon have not provided any assessment of the 


cumulative effects of these projects on the demand for and supply of labour. 


Clearly the risk of labour displacement is greater once these additional projects 


are also considered. Such skills gaps and hard to fill vacancies could adversely 


impact the delivery and costs of other construction projects. This has been 


omitted from Horizon’s Environmental Statement / assessments.  


1.5.33 It is important to recognise that training is required across the economy (not just 


in STEM subjects) and across skill levels, as Horizon will require a wide variety 


of different roles and services. The IACC require investment through a 


substantial and flexible skills fund to increase the local labour pool and 


minimise the impact of displacement.  


1.5.34 Whilst the creation of jobs is a positive impact in isolation, labour displacement 


will result in dilution of labour, skills and experience in existing businesses 


resulting in a negative impact from displacement.  


1.5.35 Should the local economy experience displacement, then affected businesses 


will suffer from: 


a) Higher costs: businesses will have to pay the costs of recruitment and 
training; 


b) Reduction in capacity: local businesses may have to delay projects, miss 
deadlines or even forgo projects given the loss of productivity capacity; 


c) Loss of experience and productivity: it is likely the affected businesses 
will lose experienced labour. If there is displacement, it will be more difficult 
to replace ex-employees with the same level of experience. Local 
companies may have to rely on newly graduated / trained individuals that 
will still need on the job training and more day to day management. With 
lower levels of experience it might also be difficult to win work and deliver 
the same high quality service / product.  


 


1.5.36 Depending on the severity of the above risks, local businesses operating on the 


margin may be forced to close. In sectors such as construction, the local 


capacity may return as the demands for construction labour fall back in the latter 


years of the project. However if the risks of displacement impact sectors such 


as hospitality, then the effects could be longer lasting. Given tourism in 


Anglesey relies on repeat visitors, any adverse impact on the quality of service 


in the sector, may have grave consequences for the future.  


1.5.37 There is a need to recognise that displacement is going to be an issue during 


the construction phase, with effective and appropriate measures secured in the 


DCO.  


Product Displacement 


1.5.38 There could also be product displacement. The Wylfa Newydd project will 


require considerable amounts of raw materials such as sand, concrete and 


bricks. It will also require equipment and tools. The IACC has not seen any 


analysis of how demand for construction related supplies across North Wales 
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may be affected, the impact this may have on other projects, including for 


example, delivery of housing.  Wylfa Newydd also has the potential to use up 


much of the capacity in the supply chain for local products such as foodstuffs. 


Again, no analysis of this impact has been produced. In the absence of any 


assessment and with no figures provided by Horizon to undertake such 


assessment, the IACC are unable to determine if this is a negative, neutral 


or positive impact.  


1.5.39 For more information on product displacement see Annex 5B of the Tourism 


LIR chapter.  


1.6 Gaps in Information 


1.6.1 The IACC have consistently raised the importance of maximising local 


employment, mitigating against potential displacement and maximising supply 


chain opportunities from PAC1 in 2014 through to PAC3 in 2017 and continue 


to do so following the submission of the DCO. It is disappointing therefore, that 


employment at the construction phase and displacement of labour has not been 


given the prominence and protection it deserves in the DCO documentation. 


There remain outstanding details in the DCO information which have limited the 


full consideration of the labour market, skills, displacement and economic 


impacts.  


1.6.2 Whilst the construction workforce profile data helpfully splits out jobs by broad 


category, by site, and trade breakdown, it does not set out qualification levels 


required for all jobs. For example, the IACC is uncertain how the future demand 


for labour would look if split by qualification level and subject (e.g. X number of 


STEM graduates, y number of electricians at NVQ level 3, etc). Consequently, 


there is not a clear understanding of what additional training is required from 


higher education and further education to meet demand by Horizon. While 


IACC and its partners have undertaken their own analysis of the demand and 


supply of skills, the lack of data on skill levels required and likely future 


commitments to extending training at both further and higher education level 


mean the analysis has had to rely on economy averages.  


1.6.3 Linked to the above there is also insufficient information on the requirement for 


additional skills in the immediate supply chain and not having sight of the SCAP 


does not enable the IACC to draw its own informed conclusions.  


1.6.4 In the Jobs and Skills Strategy19, Horizon notes its approach to skills planning 


will be demand led, focusing on employment opportunities and drawing on up 


to date labour market forecasting. However, it goes on to say that the 


requirements of the project are still being worked through. Therefore, the 


Strategy doesn’t provide the level of detail required or expected at this stage. 


1.6.5 In addition, the IACC were hoping the Jobs and Skills Strategy would have 


considered how sectors outside engineering and construction would be 


affected by Wylfa Newydd. For example, there is likely to be significant demand 


                                                           
19Examination library reference APP-411 
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for catering and security staff. All sectors could be adversely affected and 


should be considered.  


1.7 Obligations and requirements 


1.71 The IACC recognises that the Wylfa Newydd project will offer substantial 


opportunities for the local economy. Employment creation will have an 


immediate positive impact, while investment in skills and training could boost 


the supply side of the economy through an enlarged labour pool with higher 


levels of productivity and provide legacy benefits. 


1.7.2 Consequently, the IACC require that the Developer put in place measures to 


maximise the benefits for the local labour force and local businesses to achieve 


the positive impacts claimed for the project. As such it is important that take-


up of employment at Wylfa Newydd by local labour is encouraged, supported 


and maximised at both the construction and operational phases. Similarly, it is 


important that supply chain opportunities are promoted promptly and widely 


amongst local firms and that support and training provision has an adequate 


number of spaces to meet demand from Anglesey residents and business in a 


timely manner. 


1.7.3 The IACC requires that interventions (such as additional construction and 


STEM related places in Grwp Llandrillo Menai and Bangor University) are put 


in place prior to these potential displacement impacts occurring as otherwise it 


will be too late to overcome the adverse impact and the economy will suffer and 


a negative impact will be experienced.  


1.7.4 This could include additional places being made available (and funded) at Grwp 


Llandrillo Menai,  Bangor University, or Glyndwr. It might also mean designing 


interventions to attract North Wales residents who are studying STEM related 


subjects in the rest of the UK back to Anglesey post-graduation. Upskilling of 


local people who may be ‘underemployed’ (e.g. skilled workers who were made 


redundant due to closure of Anglesey Aluminium or Wylfa Magnox) could 


ensure that local people take up some of these higher skilled jobs. This could 


lead to transferable skills for the operational phase of Wylfa Newydd and for 


outage periods. 


1.7.5 Consequently, a commitment is sought that additional construction and 


engineering places will be made available in Grwp Llandrillo Menai (further 


education) to address any shortfall in local skills. The IACC would also like to 


see additional STEM related places made available in Bangor University and 


Glyndwr University. 


1.7.6 The IACC has also identified the following areas of concerns and measures to 


address these: 


a) Monitoring the capacity and hard to fill vacancies in the labour market: 


Horizon should monitor where recruits have come from, for example 


education, employment or unemployment. In the case of employment, 


which company and sector they have left. 
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b) Additional places in education: there is a need to increase STEM places at 


Higher Education and Further Education institutes. However, as degrees 


take a minimum of 3 years (postgraduate conversion courses could be a 


quicker option) additional places will only be effective at NVQ 4 level if 


introduced in 2019/20 academic year. 


c) Tracking school leavers and graduates: along similar lines of Llwybro / 


Routes. This would help track individual’s careers and development, and 


could help identify and target possible candidates for hard to fill vacancies. 


d) Promoting return to work projects: support projects and programmes that 


ensure that those out of work are aware of the opportunities available in the 


labour market. Assistance may also be needed to support those seeking to 


return to the labour market, who may lack some of the skills and 


competencies required to do so.  


e) Top up courses or nuclear specific courses: so that semi and partially skilled 


individuals can upskill and become part of the workforce. 


1.8 Wellbeing Compliance 


1.8.1 A full well-being assessment has been undertaken on behalf of IACC by Wood 


and is submitted along with this report20. In the context of this chapter the IACC 


considers that the project has the potential to contribute to the achievement of, 


in particular, well-being goal 1: “A prosperous Wales” of the Act21 and to 


objective 1 “Communities which thrive and are prosperous in the long term” of 


the Gwynedd and Anglesey Public Services Boards - Well-being Plan 22. 


1.9 Construction 


1.9.1 Development of Wylfa Newydd will involve a peak construction workforce of 


9,000, that large construction workforce will have a number of beneficial and 


negative impacts on the achievement of well-being objectives, including those 


related to securing quality jobs and affordable homes, and ensuring thriving and 


prosperous communities. The project may also have limited short term effect 


on demographic change as it could contribute to the retention of young people 


on the creation of new jobs roles  


1.9.2 During construction Horizon estimate that over 2,000 workers could come from 


local communities and this may result in rises in average salaries, accelerated 


skills development and population retention. Local workers may leave their 


existing employment to take advantage of jobs associated with the project.  


Without mitigation this could lead to vacancies in certain lower paid yet critical 


industries such as in adult and childcare.  Measures to mitigate these potential 


displacement effects are required to prevent negative well-being impacts. 


1.10 Operation 


                                                           
20 Anglesey Wellbeing Report (Annex 3F) 
21 Wellbeing of Future Generations Act 2015 (Link) 
22Gwynedd and Anglesey local well-being objective taken from the draft Gwynedd and Anglesey Public Services 
Boards - Well-being Plan (Link) 



https://gov.wales/topics/people-and-communities/people/future-generations-act/?lang=en

https://www.llesiantgwyneddamon.org/Uploads/Pages/Documents/3-5-3-94-1-Gwynedd-and-Anglesey-Well-being-plan.pdf
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1.10.1 The assessment recognises that this is likely to support achievement of a 


number of well-being objectives related to sustaining thriving and prosperous 


communities, ensuring good quality jobs, addressing poverty, and supporting 


the Welsh language. The implementation of effective education in science, 


technology, engineering and maths cross the island will help enable access to 


the opportunities that may arise. Delivering education is also central to well-


being objectives related to ensuring opportunities are in place for children to 


succeed. The implementation of the proposed Jobs and Skills Strategy is 


central. The project has the potential to improve resilience within local 


communities if properly planned.  The provision of relatively well-paid, long term 


jobs should encourage population retention, strengthen the Welsh language 


and culture 


1.11  Summary Table 


1.11.1 Construction Phase 


Impact  Description Rating Mitigation 


Creation of 
Construction 
roles 


The creation of new 
jobs has an overall 
positive impact. 
However the 
potential positive 
local impact will not 
be maximised 
unless measures 
are put in place to 
ensure that the local 
labour force can 
take advantage 


Positive Investment in Education and 
Training to enable local people 
to be part of the wider labour 
pool. These should be designed 
to assist: 
1. People currently in work with 


the necessary skills 
2. Those in work but requiring 


additional skills to meet 
specific requirements of the 
EIP Projects 


3. People who have been made 
redundant following recent 
closures 


4. People out of work including 
long term unemployed 
(promoting return to work 
programmes) 


5. Young people not in 
Education, Employment or 
Training (NEETs) 


6. Local people who have 
moved away from Anglesey 
to secure work who may wish 
to return attracted by the new 
jobs on offer.  


7. Upskilling to enable local 
labour to access higher 
paying professional and 
managerial roles. 
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Displacement 
of jobs 


Displacement of 
workers into the 
Wylfa project will 
harm other sectors 
and businesses 


Negative 1. Investment to upskill local 
people to enable them to 
backfill these roles (including 
NEETS, underemployed, 
unemployed) which would 
increase the supply side of 
the economy. In particular to 
backfill roles in key sectors 
such as Tourism and Social 
Care23 


2. Upskilling people out of 
inactivity and unemployment 
including NEETs into work  


3. Upskilling those who are 
underemployed into higher 
quality jobs; 


4. Upskilling those already in 
employment into higher 
quality jobs   


5. Monitoring the capacity and 
hard to fill vacancies in the 
labour market 


6. Knowledge exchange / 
careers advice 


7. Additional places in 
education 


8. Tracking school leavers and 
graduates 


9. Attracting back ex-Pats 
10. Promoting return to work 


projects 
11. A detailed supply chain 


action plan 


 


1.11.2 Operational Phase 


Impact Description Rating Mitigation 


Creation of 
operational 
roles 


The creation of new 
jobs has an overall 
positive impact. 
However the 
potential positive 
impact will not be 
maximised unless 
measures are put in 
place to ensure that 
the local labour force 


Positive Investment in Education and 
Training to enable local people 
to be part of the wider labour 
pool. 
 
1. Investment in Education at 


primary and secondary 
levels to provide quality 
education services as a 
platform for the next 


                                                           
23 Social Care Review of Displacement in the Local Labour Market (October 2018) (Annex 3D) 
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can access the 
positions created. 


generation to obtain long 
term posts at Wylfa Newydd 


 
2. Create additional places in 


education and increase 
STEM places at Higher 
Education and Further 
Education. 


 
3. Apprenticeship schemes for 


post 16+ and graduates 
 
4. Re-Skill workers from 


construction phase to enable 
them to transfer from the 
construction phase to the 
operational phase (including 
outage periods & servicing) 


 
5. Upskilling to enable local 


labour to access these roles 
 


Creation of 
outage roles 


Not enough is known 
of these roles, their 
duration, skill level 
and likely workers 
profile to allow 
assessment of any 
potential positive 
benefit through 
creation of jobs and 
negative impacts 
through hosting an 
incoming temporary 
workforce. 


Neutral Further information is required 
on these roles and the skills 
required to perform such roles in 
order to determine suitable 
mitigation measures to enable 
local people to perform such 
roles. 
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1. INTRODUCTION

The following report provides a review of the recent changes to wages and conditions for workers
employed in the construction of the Hinkley Point C new nuclear power station and the resulting
impact on wages and labour demand for the Wylfa Newydd Nuclear New build project in
Anglesey, North Wales.

The study is being commissioned to provide specific evidence to make a sound argument that
wage inflation and subsequent displacement in the labour market and economy will be a specific
and real impact before and during the development and construction of the Wylfa Newydd
project.

The report has been produced in response to an Instruction for Work from IACC in November
2017 and a subsequent Record of Instruction (RoI) provided by AECOM.  The RoI sets out the
scope, approach and timetable for the work. In addition to this report the AECOM team has also
reviewed the potential for impacts on labour in the social care sector in response to IACCs
concerns relating to labour displacement and wage inflation. The specific concerns here relate to
displacement of adult care workers on low wage contracts who would be attracted to certain jobs
created by the Wylfa Newydd project with better conditions and wage levels. Further detail can
be found in the associated report – Social care sector: Review of displacement in the local labour
market. These improvements in conditions set a precedent for the development and construction
of new nuclear builds planned across the UK. As such it is important to understand what the
resulting impacts will be prior to construction so that appropriate plans and mitigation can be put
in place.

The potential for wage inflation and labour being displaced from existing employers to Wylfa
Newydd has been a concern for IACC during the early and later planning stages of the project.
The issue has been raised consistently by IACC in the three stages of Pre-application
consultation (PAC) that have been undertaken to date. In short the key issue here is the potential
for higher wages and better conditions for jobs at Wylfa Newydd, particularly during the
construction phase of the project, to encourage people in existing jobs on Anglesey to seek
employment. In turn this would create potential problems for existing firms through both a
shortage of labour and increasing wage levels as competition for labour increases.

Beyond labour market impacts the additional demand created by an influx of a large number of
workers over a long period of time will also have impacts on other markets and services which
are required by the incoming workforce. This includes increased demand for housing and
accommodation and higher demand for a range of services and related facilities including
healthcare and leisure. Anglesey is already a relatively low wage economy and a comparatively
small labour market. Existing conditions mean the economy and labour market is more sensitive
to changes in demand particularly of the scale predicted for Wylfa Newydd. At the peak of
construction employment is predicted to be 9000 jobs.
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2. APPROACH

The following section sets out the approach and specific tasks undertaken to meet the
requirements of the Instruction for Work from IACC.

Task 1: Scoping & Inception meeting
While having no formal definition, social care is a term that generally describes all forms of
personal care and other practical assistance for children, young people and adults. This report
will consider the impact upon adult social care, which is normally considered to be the support
provided to those with physical or learning disabilities, or physical or mental illnesses. This
covers both personal care (such as eating, washing, or getting dressed) or for domestic routines
(such as cleaning or going to the shops).

Task 2: Baseline development
The team reviewed existing evidence and data on wages and employment by sector and
occupation (where data is available) to understand current conditions and set a baseline to
identify the potential impacts of labour demand, higher wages and improved working conditions.

Task 3: Review of EDF deal
The recent announcement of an improved wage and benefits package for workers engaged in
the development and construction of the nuclear new build power station at Hinkley Point sets a
precedent for those involved in other new nuclear build projects. As such some of the
assumptions which Horizon, its main contractor Menter Newydd and supply chain are making
as to wage and wider benefits package will be affected.

Previous assumptions that wage levels would be based on industry standard payments (NAECI
rates) will be challenged and there is a strong likelihood that a higher wage and benefits
package/nuclear sector premium will need to be paid. In turn this has the potential to lead to
wage inflation and labour displacement above a sustainable level.

This section sets out the parameters for the recent deal agreed for Hinkley Point C workforce to
understand how this differs to previous assumptions and industry rates.

Task 4: Overview of demand – large scale infrastructure projects including Nuclear new
build)
The Wylfa Newydd project will increase the demand for various skills, including but not
exclusively in the construction sector. At the same time as the project is being constructed
demand for skills will be high as other large scale infrastructure projects begin construction in
the same time frame. The cumulative impacts from these projects on labour and skills demand
could further exacerbate wage inflation and make labour shortages more acute. As such it is
important to understand the broad scale of demand using existing projections and demand
profiles from relevant sector skills bodies and strategic infrastructure organisations.
This task provides a review of the key projects which could impact on labour demand
considering those projects which overlap with Wylfa Newydd.

Task 4: Labour market dynamics and case study evidence
The team researched relevant case studies drawing on the existing evidence base relating to
Wylfa Newydd and extending the search to look at other relevant projects. AECOM undertook a
high level literature review of academic sources to identify key documents that consider labour
market dynamics and effects in the context of major infrastructure projects.

Task 5: Impact assessment
Based on the previous tasks the team produced a high level assessment of the impacts of wage
inflation on the key sectors of the economy where demand for skills and labour is most
prominent.

Task 6 Conclusion
The team set out a series of conclusions setting out the key points of the argument and
clarifying the relative weight and strength of evidence.
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3. BASELINE

This section establishes the baseline employment and earnings conditions on Anglesey,
compared with North Wales, the South West (the location of Hinkley Point C) and Wales as a
whole. From this position, we will look to establish how the wage rates offered by Horizon to
workers on Wylfa Newydd will impact the local economy.

Table 1.  Economic Activity by Type and Area

Indicator Anglesey North Wales South West Wales

Number % Number % Number % Number %

Economic activity rate
- aged 16-64 30600

76.8 316800 76.9
2,679,400 81.0 1438500

75.7

Employment rate -
aged 16-64 29500

73.9 305700 74.3
2,582,400 78.0 1367000

71.9

Unemployment
1100

3.7 11000 3.5
96,900 3.6

71500 5.0

% who are
economically inactive
- aged 16-64 9300

23.2 95000 23.1
629,500 19.0

461700 24.3

% of economically
inactive who want a
job 1900 20.4 20100 21.2

157,700 25.0
109700 23.8

% of economically
inactive who do not
want a job 7400 79.6 74900 78.8

471,800 75.0
352000 76.2

Source: Annual Population Survey Oct 2016-Sep 2017

The economic activity rate on Anglesey and North Wales exceeds the national average by
approximately one percentage point. Anglesey and North Wales registered an unemployment
rate of 3.7% and 3.5% respectively over the year to September 2017, markedly lower than the
5.0% registered across Wales as a whole.  Of the economically inactive on Anglesey, 79.6% do
not want a job which is higher than seen across North Wales (78.8%) and Wales (76.2%). The
South West has a higher economic activity rate than that seen across Anglesey, North Wales and
Wales as a whole. The percentage of the economically inactive population that want a job is
much higher across the South West (25.0%) compared with Anglesey (20.4%) and North Wales
(21.2%), suggesting more potential to draw labour from this pool for the Hinkley Point C project.

Table 2.  Employment by Industry

Industry Anglesey North Wales South West Wales

Numbe
r

% Number % Number % Number %

Agriculture and fishing 1,600 5.0 9,400 3.2 59,300 2.2 33200 2.3
Energy and water 1,100 3.6 8,400 2.7 43,200 1.6 27100 1.9
Manufacturing 2,500 8.0 40,800 11.6 255,400 9.4 149900 10.5
Construction 2,000 6.5 24,200 7.5 191,100 7.0 101500 7.1
Distribution, hotels and
restaurants 6,400 20.4 65,500 20.5 541,400 19.8 279700 19.6
Transport and
communications 2,200 7.2 17,100 5.5 201,500 7.4 91600 6.4
Banking, finance and
insurance 2,300 7.3 33,700 9.9 454,900 16.7 173800 12.2
Public admin.
education and health 10,600 34.0 99,500 31.8 821,200 30.1 478500 33.6
Other services 1,600 5.1 17,900 5.7 153,300 5.6 74100 5.2
Total 30300 316500 2,730,900 1409400

Source: Annual Population Survey Oct 2016-Sep 2017
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A high proportion of employment on Anglesey comes from the distribution, hotels and restaurants
industry, accounting for 20.4% of employment compared to the Welsh average of 19.6%, and
driven by Anglesey’s strong offering in the tourism sector. Anglesey also has a high proportion of
employment engaged in transport and communications (7.2%) compared with the Welsh average
(6.4%) which is mostly due to the presence of Holyhead Port on the Island. In relation to Wylfa
Newydd, there is a high proportion of energy and water employment on the Island (3.6%)
compared with Wales (1.9%). Anglesey also has a higher proportion of employment in agriculture
and fishing (5.0%) compared with North Wales (3.2%) and Wales (2.3%).

In relation to Wylfa Newydd, there is a slightly lower proportion of construction employment on
the Island (6.5%) compared with the South West (7.0%). The South West also benefits from a
larger labour pool than North Wales owing to its geographic scale and inclusion of major urban
centres (e.g. Bristol) from which construction labour can be drawn.

Table 3.  Employment by Occupation

Industry Anglesey North Wales South West Wales

Number % Number % Number % Number %

Managers, directors and
senior officials 3,700 11.9 32,900 10.4 327,700 12.0 131,900 9.3
Professional occupations 5,300 17.0 57,100 17.7 542,200 19.9 261,600 18.4
Associate prof & tech
occupations 3,800 12.1 36,100 11.4 380,200 13.9 179,200 12.6
Administrative and
secretarial occupations 2,500 7.9 28,200 8.7 271,500 9.9 149,900 10.5
Skilled trades occupations 4,500 14.5 44,300 13.8 316,700 11.6 173,300 12.2
Caring, leisure and other
service occupations 4,000 12.7 34,800 11.2 255,600 9.4 144,200 10.1
Sales and customer
service occupations 2,000 6.4 22,600 7.0 198,300 7.3 112,800 7.9
Process, plant and
machine operatives 1,800 5.7 23,700 7.1 147,500 5.4 101,800 7.1
Elementary occupations 3,400 10.8 40,000 12.3 283,600 10.4 160,700 11.3
Column Total

31,000 100 319,700 100 2,730,900 100 1,415,400 100
Source: Annual Population Survey Oct 2016-Sep 2017

The occupational profile of the workforce on Anglesey reflects a high proportion of the population
in caring, leisure and other service occupations (12.7%) compared with the Welsh average
(10.1%) driven by the Island’s demographic conditions (a high proportion of elderly residents).
Anglesey has a lower proportion of its population at associate professional and technical
occupations and above compared with the Welsh average.

In terms of the Wylfa Newydd project, Anglesey has a higher proportion of its workforce in skilled
trades occupations (14.5%) compared with North Wales (13.8%) and Wales (12.2%), and is
significantly higher than the 11.6% registered in the South West. Many roles on the construction
of Wylfa Newydd would be expected to fall within this occupational category.



Wylfa Newydd Wage Inflation Assessment

8

Figure 1.  Gross Weekly Earnings: All Sectors

Source: ONS ASHE 2017

Gross Weekly Earnings on Anglesey have been relatively volatile over the 2010 – 2017 period.
However gross weekly earnings have remained below the Welsh average over the entirety of this
period, on average by 3.9%. Gross weekly earnings have also lagged those seen in the South
West by 6.8% over the same period.

Figure 2.  Average Weekly Earnings: Construction vs. Whole Economy

Source: ONS ASHE 2017
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While figures are unavailable at an Anglesey or Wales level, Figure 3 illustrates the wage
differential between the construction sector and the rest of the economy for the UK as a whole. In
2016, weekly wages in the construction sector were 18.2% higher than the average weekly
earnings across the whole economy. Between 2000 and 2016, the wage differential peaked at
21.9% (in 2007) and was at its lowest at 14.8% (in 2013).

Summary

The baseline employment and earnings conditions on Anglesey demonstrate that economic
activity is higher than that seen across Wales as a whole, with unemployment markedly lower on
Anglesey and North Wales.

Furthermore, of the economically inactive, a very high percentage are not seeking a job and
therefore the Wylfa Newydd project will struggle to bring these people back into the labour
market.

The industries driving employment on Anglesey tend to be related to its key assets such as Wylfa
A (Energy & Water), Holyhead Port (Transport & Communications) and tourism (Distribution,
Hotels & Restaurants).

On an occupational level, Anglesey sees a high proportion in Skilled Trades; Caring, leisure and
other service occupations and Managers, directors and senior officials compared with the
regional and national comparators.

While economic activity is higher on Anglesey, this is not reflected by higher wages, which are on
average around 4% lower than the average seen across Wales. The average wage for
construction workers was found to be significantly higher than the average wage level across the
whole economy.
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4. LABOUR MARKET AND CASE STUDY ASSESSMENT

This section of the Report looks to analyse the likely wage conditions for workers on the Wylfa
Newydd project, in order to understand how these compare to the earnings data gathered in the
baseline section.

4.1 Pay Conditions on Major Engineering Construction Projects

For over 30 years, pay conditions on major and basic engineering construction projects
throughout the UK has been governed by the National Agreement for the Engineering
Construction Industry (NAECI). The NAECI is an agreement between trade unions and
employers which sets out the terms and conditions of employment for hourly-paid engineering
construction workers on major and basic engineering construction projects, repair and
maintenance sites and events/outages throughout the UK. Its principal is to ensure that the
quality of staff to undertake project work is in place and that the UK remains competitive against
international competition.

The signatories to the NAECI are the members of the National Joint Council for the Engineering
Construction Industry (NJC) which is formed of the Engineering Construction Industry Association
(ECIA), Electrical Contractors’ Association of Scotland (SELECT), Thermal Insulation
Contractors’ Association (TICA) and union representation from Unite and GMB – the main trade
unions representing workers on the Hinkley Point C project.

Nuclear New Build is included within the scope of the NAECI, therefore requiring contractors to
ensure that employees receive the applicable base, shift and/or overtime rates as set out in the
National Guaranteed provisions. Figure 4 below outlines the NAECI rates as of January 2018.

Table 4.  National Guaranteed Rates of Pay (NAECI) 2018

Source: NJC National Agreement for the Engineering Construction Industry 2016-2018

The NAECI rates are set for different grades based on their respective skill levels. Grades 1, 2
and 3 are at the operative level whereas Grades 4, 5 and 6 represent skilled employees (Craft,
Advanced Craft and Skilled Working Chargehand respectively). Figure 5 below demonstrates
how Base NAECI rates compare to wages on Anglesey.
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Figure 3.  Base NAECI Rate vs. Average Hourly Wage on Anglesey (2016)

Source: NJC National Agreement for the Engineering Construction Industry / ONS ASHE 2017

Figure 5 demonstrates that the average hourly wage on Anglesey falls between Grade 2 and
Grade 3 (experienced operative level). 4 of the 6 NAECI grade levels therefore have hourly rates
exceeding the average wage on Anglesey, suggesting the opportunity for workers on Anglesey to
earn a premium should these rates be adopted on the Wylfa Newydd project. This is assuming
payment of the base rate to employees and does not account for overtime or shift patterns,
suggesting that the wage differential between construction workers on Wylfa and average wages
on Anglesey could be even starker.

4.2 Hinkley Point C

The case of the Hinkley Point C project suggests that the wage premium effect will be more acute
than that outlined in Figure 5. A new pay offer, which is applicable to 1,000 construction
employees, will see rates that are up to 36% more than the minimum pay rates of the NAECI.
This has been agreed to ensure that construction workers’ rates are in line with the rates
associated with the mechanical and engineering (M&E) contract on Hinkley Point C.
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Figure 4: Base NAECI Rate + premium associated with the Hinkley Point C Pay Deal vs.
Average Hourly Wage on Anglesey (2016)

Source: NJC National Agreement for the Engineering Construction Industry / ONS ASHE 2017

As an example, a top skilled craft worker (Grade 6; Skilled Working Changehand) consistently
working 48 hours a week would earn £45,000 a year before bonus and allowances under the new
pay agreement at Hinkley Point C1.  This is within the top 10% of average wages across Wales
as a whole (ASHE 2017) and suggests average hourly wages across all grades of £17.32 per
hour which would represent a 44% premium to average wages on Anglesey2.

The impacts of such a rise in wages could be significant on Anglesey, owing to the size of the
DCCZ which at 166,000 people in employment is significantly lower than that of Hinkley Point C
(1.25 million in employment3). As such, demand for labour in certain occupational categories at
higher than average wage levels, should it result in displacement, would make it difficult for local
firms to find replacement labour due to the overall size and composition of the labour force. As a
result, these firms could have to increase their own wages to retain or attract staff to roles, with
this inflation feeding through into the wider economy – thereby having an effect wider than solely
on the Wylfa Newydd project.

With Unite’s announcement following the deal that “this is a landmark agreement which will now
set the benchmark for pay rates on flagship construction projects throughout the UK” it would be
expected that these rates would be required on Wylfa Newydd as Unite is a member of the NJC
which sets and agrees the NAECI rates.

4.3 Summary
Existing pay conditions on major infrastructure projects, through the NAECI agreement, stood to
exceed current pay levels registered on Anglesey. However, with the announcement of the
Hinkley Point C pay deal and the associated premium set to be paid above the existing NAECI
rates, wages on Wylfa Newydd – should a similar pay deal be secured for the construction
workforce – could be significantly higher than pay conditions on the Island. This raises the
potential for wage inflation on the Island and the displacement of workers from existing
productive activity on Anglesey.

1https://www.employeebenefits.co.uk/issues/october-online-2017/edf-energy-agrees-pay-deal-1000-hinkley-point-
employees/
2 This assumes that the workforce is evenly spread across the 6 Grades in Figure 3.
3 Hinkley Point Economic strategy, DCO Application, October 2011.
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5. EVIDENCE BASE

Having established the potential for the Wylfa Newydd project to pay higher wages – as
evidenced through the pay deal secured by construction and M&E workers on the Hinkley Point
C project – this section looks at the wider academic evidence base to understand the potential for
wage inflation and how large major infrastructure projects can impact local labour markets.

5.1 Evidence of wage inflation and displacement

The potential for large projects to pay a wage premium is apparent within the economic literature.
Large firms have been found to have the ability to pay more, with the more productive nature of
activity at Wylfa Newydd compared to wider economic activity locally suggesting that there will be
a requirement to deliver higher wages. Furthermore, large companies such as Horizon have the
ability to share excess profits with workers, hire more qualified workers and substitute high
monitoring costs with wage premia4.  In the Socioeconomic Review of Megaprojects, Lehtonen et
al. (YEAR) also found that megaprojects typically result in localised inflation and that, while
contractors related to the project are often compensated for this; local businesses may suffer if
they cannot attract staff. Inflationary effects were also found to often be more prominent in
remote areas.

Therefore, the existing evidence suggests that there is potential for large companies or so-called
“megaprojects” – a category which Wylfa Newydd project falls into – have the ability to offer pay
conditions that are in excess of existing conditions in their host location. This stands to result in
the displacement of workers based on the wage premia that Wylfa has the potential to offer, and
can feed through to wider inflation in the local economy.

The impact of major projects in terms of displacing local workers is apparent in the example of
Sizewell B, the most recently completed of the UK’s nuclear power plants. A review of the
economic benefits of the Sizewell B project undertaken by Glasson (2015) found that, during the
early years of the project, approximately 600 employees annually were drawn to the site from
local employers. Taking into account that the peak workforce associated with Sizewell B was just
over 5,000 – compared with between 8,000 and 10,000 at Wylfa Newydd – and the more
ruralised and remote location of Anglesey (with a reduced supply of labour within commuting
distance) the impact of displacement could be much higher in the case of the Wylfa Newydd
project.

Inflationary impacts will not only be evident on wage levels but also on a range of other
markets/services that the influx of workers will increase demand for. This includes housing,

5.2 Evidence of labour market capacity to cope with displacement

In considering the issue of displacement, a key factor to take into account is the labour market’s
ability to absorb increased levels of displacement on top of that already in existence under
current conditions.

This issue was assessed by Horizon, which itself found that between 2012 and 2013,
employment across the 90 minute drive time area grew by around 7,800 jobs overall however this
was a result of just over 12,500 job movements (the sum of jobs lost and gained over the same
period). This general turnover of jobs represented around 9% of the average total employment for
the area. Over the same period, general turnover came in at 16% across Anglesey and 6%
across Wales as a whole.

Horizon states that the general turnover of 9% across the DCCZ would imply that the local
economy could sustain a minimum of 5,560 of the workers defined as possessing nuclear
relevant skills moving from their existing jobs into new jobs created by Wylfa Newydd without
causing an effect beyond the capacity of the local economy to absorb. However, this assumes
that displacement resulting from the Wylfa Newydd project – with 2,000 roles expected to come

4 The Establishment-Size Wage Premium: Evidence from European Countries (2005) - https://www.econstor.eu/bitstream/10419/33633/1/485624524.pdf
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from within the DCCZ – will not be on top of the level of general turnover already evident.

Oxford Economics’ baseline forecasts (i.e. without the Wylfa Newydd development) suggest that
workplace jobs in the Isle of Anglesey will rise from 25,600 in 2016 to 26,800 in 2023, equivalent
of 1,200 net new jobs over the seven-year period. Therefore the additional 2,000 jobs will
represent growth of 7.5 percent over its baseline forecast for 2023. And as such there is a risk
that Horizon overstates the local economy’s ability to absorb this displacement.

Furthermore, while the turnover capacity of 5,560 workers relates to a blanket categorisation of
“all nuclear-relevant skills” there are certain trades that are in demand and have limited spare
capacity to cope with displacement. For instance, in its Jobs & Skills Strategy, Horizon notes a
number of trades for which the Wylfa Newydd Project is expected to have significant need, and
where there are forecast skills or recruitment shortages, either in North Wales or the adjacent
North West region of England:

Table 5.  Wylfa Newydd Workforce Capacity Constraints by Trade

Discipline Trade Peak Volume Peak Year
Civil
Engineering/Construction

Labourers 1,127 2023 Q4
Carpentry 750 2021 Q4
Steel Fixing 518 2021 Q4
Scaffolding 462 2023 Q3
Plant Operatives / Rigger 376 / 269 2023 Q3

Mechanical & Electrical
Engineering

Electrician 929 2023 Q3
Pipe Fitter 680 2023 Q3

Site Services Offsite services – security
& clerical 393 2022 Q3
Site services – security &
clerical 499 -

Source: Horizon

As such, owing to their constrained supply and – in cases such as site services – the potential for
the majority of roles to be sourced from within the DCCZ, there is significant potential for
displacement to occur.

Furthermore, Horizon notes that the level of movement depends upon the nature of the job
opportunity on offer, in terms of how long the opportunity will last and the level of pay on offer
compared to the prevailing rate of pay in the area. Movement levels will also depend upon the
relevance of detailed capabilities of the local workforce in so far as certain types of apparent skills
matches may be less than first appear. As noted above, large projects such as Wylfa Newydd
have the potential to offer higher wages due to their more productive activity compared with
existing activity in the DCCZ and due to the size of Horizon as a company. The nature of
employment on the Horizon project would also offer workers the opportunity to work for a global
conglomerate, providing opportunities for advancement and professional development, and a
sense of purpose by working on a nationally-significant project – both which have been found to
be key non-pecuniary factors attracting workers to roles and companies5. The project would
therefore attract workers through both financial and non-financial package that it offers.
The extent to which displacement occurs is also dependent on the employment counterfactual
i.e. what workers would be doing before/in absence of the Wylfa Newydd project. Broadly
speaking, there are three alternatives: they could be employed in some other job; economically
inactive; or unemployed6.

5
https://www.forbes.com/sites/ashleystahl/2016/10/12/employers-take-note-heres-what-employees-really-want/#5ac6444e1c83

6 “Transport investment and economic performance: implications for project appraisal” Venables et al. (2014)
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An efficient labour market – i.e. one with full employment – suggests that jobs from new
investments will be drawn from other productive activities in the area in question and therefore
represent limited social value without appropriate mitigation. According to the Office for Budget
Responsibility the UK’s Non- Accelerating Inflation Rate of Unemployment (NAIRU) (or its natural
unemployment rate) is around 4.5%7 whereas on Anglesey the current unemployment rate is
3.7% (ONS Annual Population Survey 2017). This suggests that there is significant potential for
new jobs associated with Wylfa Newydd to displace workers already active in the Anglesey
workforce due to the lack of spare capacity currently in the labour market.

Furthermore, the estimate from the OBR is informed by an assessment of past trends in the
observed unemployment rate, as well as other recent labour market developments (such as
wage growth, changes in the level of long-term unemployment or evidence of labour market
mismatch). As shown in Table 4, Anglesey has significantly higher long-term unemployment, as
measured by the duration of claimants’ drawdown of jobseeker’s’ allowance. This further limits
the potential supply of labour from the unemployed cohort with higher proportions than the UK
average figures. This again supports the theory that employment on the Wylfa Newydd project is
likely to be displacing existing employment given a tighter supply of labour.

Table 6.  Jobseeker’s Allowance by Duration and Age

Area Age
Bracket

Durations
over 6

months

Durations
over 12
months

Durations
over 18
months

Durations
over 24
months

Isle of
Anglesey

Persons
aged 16 to
24 8.4% 5.3% 3.2% 2.1%
Persons
aged 25 and
over 51.6% 37.9% 28.9% 22.6%

Wales Persons
aged 16 to
24 7.2% 4.0% 2.4% 1.5%
Persons
aged 25 and
over 42.8% 28.6% 21.1% 16.8%

United
Kingdom

Persons
aged 16 to
24 5.5% 2.6% 1.5% 0.9%
Persons
aged 25 and
over 40.6% 26.7% 19.9% 15.9%

Source: NOMIS

5.3 Summary

The existing academic evidence base demonstrates that major infrastructure projects have the
capacity to pay higher wages, which has been found to feed through to inflation in the wider
economy. The experience on Sizewell B also evidences that this can feed through to the
displacement of workers that are undertaking productive activities already in the local economy.
The potential for displacement differs by location, however the conditions on Anglesey, with
limited spare capacity in the labour market, lower-than-average pay levels and its remote location
reducing the wider pool of available labour, suggests that there is significant potential for higher
wages to cause a large impact through displacement.

7 http://obr.uk/forecasts-in-depth/the-economy-forecast/potential-output-and-the-output-gap/
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6. WIDER DEMAND ASSESSMENT

The Wylfa Newydd project takes place at a time of significant infrastructure investment across the
UK, with projects such as HS2 and Hinkley Point C putting pressure on the construction
workforce across the UK. This section outlines the scale of investment across the construction
sector and how this will affect demand for construction skills.

6.1 The National Infrastructure Pipeline

The National Infrastructure and Construction Pipeline contains £218,024.4 million in capital
expenditure to be invested post-2020/218. This includes, for example, long-term programmes
such as High Speed 2, and Manchester Airport’s £1 billion transformation programme. After
2020/21 the pipeline also includes around £110 billion of electricity generation investment; part of
this spend is on known projects – such as Hinkley Point C and Triton Knoll offshore windfarm.
This suggests significant demand for construction labour over the period in which the Wylfa
Newydd project is to be delivered.

Figure 5.  National Infrastructure Pipeline Post 2020/21

Source: https://www.gov.uk/government/publications/national-infrastructure-and-construction-pipeline-2017

Furthermore, these figures do not account for projects that are to be confirmed, and the NIP
provides a 10 year projection of around £600 billion of public and private investment, covering the
period 2017/18 to 2026/27. This owes to government capital budgets and future price control
periods for the regulated utilities not having yet been set for the period beyond 2020/21.

This level of demand will place strain on the construction industry’s labour force. Between 2017
and 2021, there is £244.675 million investment in the National Infrastructure Pipeline. During this
period, the construction sector is expected to need to recruit an additional 35,740 staff. This
demand is expected to be driven by growth in infrastructure investment, which is expected to
average 5.4% over the five years (with 2019 expected to deliver growth at an impressive 10%).
Over this period, in terms of overall numbers, the largest annual recruitment requirements
(ARRs) are predicted for wood trades and interior fit out (3,850), electrical trades and insulation
(2,250), and other construction professionals and technical staff (2,240).

8 The pipeline contains projects and programmes distributed across the UK but the majority of the value of the pipeline (around 90%) relates to spending in
England. This is because most infrastructure spending in Scotland, Wales and Northern Ireland is the responsibility of each devolved administration, and
therefore is not included in this pipeline.
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Taken as a proportion of 2017 employment levels, the highest ARRs are for logistics personnel
(3.8%), construction trades supervisors (2.9%) and civil engineers (2.7%). In light of the 10 year
projection of £600 billion public and private investment from 2017/18 to 2026/27, it would be
expected that recruitment shortfalls will continue to be registered over the construction period of
the Wylfa Newydd project.

To meet these demand shortfalls, the industry will be required to train more personnel or attract
workers from other sectors/industries that have similar skillsets. Taking into account the ageing
workforce within the construction sector – with 22% of the workforce aged between 50 and 60
years old9 – and the impact of Brexit on the workforce - the construction sector is reliant on
migrant labour, this challenge is sizeable. Skills gaps and shortages are likely to exacerbate an
already difficult position.

This constrained supply of labour opens up the potential for wage inflation in order to retain vital
skilled workers within the workforce (such as in the disciplines outlined above) or attract workers
from outside the sector and new trainees.

Figure 6.  Construction Annual Recruitment Requirement 2017-2021

Source: Construction Skills Network Forecasts 2017–2021

Wales is forecast to register annual average construction output growth of 6.2% over the five
years to 2021, the strongest of any of the English regions and devolved nations. The Wylfa
Newydd project is a key driver of this growth.

Employment growth is projected to average 2.7% annually between 2017 and 2021, well above
the UK rate of 0.6%, with the Welsh construction workforce reaching close to 128,000 by 2021.
This employment growth is reflected in an annual recruitment requirement of 3,890 over the
same period. This is the highest as a ratio of base 2017 employment (3.4%), which is significantly
higher than the ratio of 1.4% for the UK as a whole. Wales traditionally suffers from high net
outflows of its construction workforce to other areas of the UK, in particular to the South West
and North West of England, and thus tends to have a high relative ARR.

9 http://www.mynewsdesk.com/uk/uk-construction-media-2/pressreleases/the-biggest-challenges-in-the-construction-industry-1842613
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In relation to Anglesey itself, the cumulative impact of major infrastructure projects and growth in
the wider economy is expected to have a marked effect on annual recruitment requirements.

Figure 7.  Cumulative Demand by Occupation on Anglesey

After accounting for replacement demand and expansion demand, elementary occupations
represent the largest share of jobs required under the growth scenario. Up to 2023 – the
employment peak for Wylfa Newydd – the overall demand for elementary occupations in
Anglesey is forecast to equal 4,400 jobs. This represents almost a quarter (24%) of total labour
demand on the island.

It is estimated that there will be demand for almost 3,800 people to fill skilled trades roles in the
Anglesey economy (over one fifth of labour demand to 2023). Demand for high skilled
occupations, such as managers & senior officials, professionals and associate professional &
technical occupations in Anglesey also rise. Collectively these occupations will require 5,100 jobs
to be filled up to 2023, over a quarter (28%) of the net total recruitment requirement.

Nearly three-fifths (58%) of job creation on Anglesey is expected to be realised in the
construction sector, equating to 6,200 additional jobs. As a result, by 2023, there will be 8,600
employed in the construction sector in Anglesey (two and half times larger than 2016 levels of
2,400).

6.2 Summary

Previous sections within this report have highlighted the potential for major projects such as
Wylfa Newydd to lead to increased wages within the local economy, potentially resulting in the
displacement of workers and localised inflation. This section has established that, while the
demand for labour associated with the Wylfa Newydd project is significant, and a once in a
generation opportunity for the Anglesey economy, it comes at a time of significant infrastructure
investment across the UK.

This will put increasing pressure on the construction workforce, with high annual recruitment
requirements putting strain on certain disciplines such as construction trades supervisors and
civil engineering operatives nec, both with annual average growth rates of over 4% across Wales.
With Wales known to suffer from high net outflows of its construction workforce to meet demand
in other areas of the UK, any shortfalls in supply could cause further wage increases to attract
workers (either from within the construction sector or to transfer from other sectors). Therefore,
the scale of cumulative demand is such that it could result in even greater wage inflation and
displacement on Anglesey.
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7. IMPACT ASSESSMENT
This section provides a high level assessment of the impacts of wage inflation on the Anglesey
economy. It focuses on the key occupational categories for which demand for skills and labour
associated with the Wylfa Newydd project is most prominent.

Horizon currently estimates that the Wylfa Newydd project will create 9,000 jobs at peak
construction in 2023 and that 22.4% (2,000) of these jobs will be open to the ‘local’ population.

Table 7.  Wylfa Newydd On-Site Jobs at Peak

Wylfa Newydd

Occupation Total Local

Site services, security  and clerical staff 500 111
Supervisory/managerial 1,975 439
Civil engineering 3,050 678
Mechanical and  electrical operatives 2,670 593
Operatives 425 94
Off-site Services, Security and Clerical staff 380 84
Total 9,000 2,000

Source: Horizon / Oxford Economics 2018

It is possible to map these roles based on occupational classifications, as set out in the below
table. The majority of roles (63%) are expected to fall within the skilled trades category, with 22%
in managers, directors and senior officials, 10% in elementary occupations and 5% in process,
plant and machine operatives.

Table 8.  Local On-Site Jobs at Wylfa Newydd (Peak) by Occupational Category

Occupation Wylfa Average Wage
(Anglesey)10

Jobs % £

Managers, directors and senior officials 440 22 31295.93
Professional occupations 32587.51
Associate prof & tech occupations 25520.32
Administrative and secretarial occupations 17421.01
Skilled trades occupations 1260 63 23661.74
Caring, leisure and other service occupations 13597.19
Sales and customer service occupations 11401.3
Process, plant and machine operatives 100 5 20545.22
Elementary occupations 200 10 12848.57
Column Total 2000 100

Source: Oxford Economics / ONS ASHE 2017

10 Note, this is the average wage for Wales, deflated by the average wage differential between Wales and Anglesey
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To understand the impact of wage inflation we consider a number of scenarios as outlined below.

7.1 Scenario 1: Wage inflation of 36%11 and 2,000 local jobs on Anglesey

Under this scenario, we assume that the level of wage inflation is 36%, in line with the pay deal
secured by the construction workforce on Hinkley Point C and 2,000 workers from on the Isle of
Anglesey. As a result, 2,000 workers across the occupational categories stand to receive a 36%
premium on wages received under normal conditions.

Under this assumption, the average wage in each occupational category across Anglesey will
rise by 4.2%. This is set out below:

Figure 8:  Average Wage Inflation under Scenario 1

Source: Oxford Economics / ONS ASHE 2017 / AECOM calculations

Under this Scenario, the average wage for skilled trades occupations will rise by 7.8% on
Anglesey; managers, directors and senior officials (3.8%), elementary occupations (2.0%) and
process, plant and machine operatives (1.9%).

7.2 Scenario 2: Wage inflation of 36% and 1,000 local jobs on Anglesey

Under this scenario, we assume that the level of wage inflation is 36%, in line with the pay deal
secured by the construction workforce on Hinkley Point C and 1,000 workers from on the Isle of
Anglesey. As a result, 1,000 workers across the occupational categories stand to receive a 36%
premium on wages received under normal conditions.

Under this assumption, the average wage in each occupational category across Anglesey will
rise by 2.3%. This is set out below:

11 as under the Hinkley Point C pay deal
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Figure 9: Average Wage Inflation under Scenario 2

Source: Oxford Economics / ONS ASHE 2017 / AECOM calculations

Under this Scenario, the average wage for skilled trades occupations will rise by 4.4% on
Anglesey; managers, directors and senior officials (2.0%), elementary occupations (1.0%) and
process, plant and machine operatives (1.0%).

However, these scenarios assume a perfect supply of labour whereas, in reality, there will be
shortfalls in certain occupational categories.

Table 9:  Demand vs. Supply by Occupational Category

Occupation Anglesey Wylfa Newydd

Employed Unemployed:
Usual role

Unemployed:
Sought role

Jobs at
peak

%
employment
on Anglesey

Managers,
directors and
senior officials 3,700 20 25 440 11.9%
Skilled trades
occupations 4,500 30 30 1260 28.0%
Process, plant
and machine
operatives 1,800 30 25 100 5.6%
Elementary
occupations 3,400 65 70 200 5.9%
Column Total 13,400 145 150 2000

Source: ONS / Oxford Economics
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As demonstrated in Table 7, there are significant shortfalls in supply vs. demand particularly in
skilled trades occupations with Horizon demand representing 28% of total supply and only 30
jobseekers on Anglesey currently seeking roles in the category. Wylfa also represents 12% of
overall demand for managers, directors and senior officials on Anglesey and, as of December
2016 there were only 25 seeking roles at this level. These occupations therefore demonstrate a
potential for displacement of activity, with the shortfall in supply suggesting the potential for
further wage inflation in the wider economy to retain workers and replace workers who have
moved to jobs on the Wylfa Newydd project.

However, the Anglesey economy is in a better position to absorb the Wylfa Newydd project’s
demand for process, plant and machine operatives and elementary occupations, suggesting less
potential for wider wage inflation.

7.3 Summary
This section of the report has identified the occupational categories in which the local jobs at
Wylfa Newydd will fit. The scenarios outlined suggest that the additional local labour demand at
Wylfa Newydd will result in inflation in the local labour market, particularly in the skilled trades
occupations and managers, directors and senior officials where demand is highest. The
constrained supply of available labour locally – particularly in skilled trades – suggests that this
inflation could be higher as local firms seek to retain and replace skilled workers attracted to the
Wylfa Newydd project.
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8. CONCLUSION

Based on the review of evidence available the AECOM team make the following conclusions:

8.1 Baseline
· The baseline employment and earnings conditions on Anglesey demonstrate that economic

activity is higher than that seen across Wales as a whole, with unemployment markedly lower
on Anglesey and North Wales.

· Furthermore, of the economically inactive, a very high percentage are not seeking a job and
therefore the Wylfa Newydd project will struggle to bring these people back into the labour
market.

· The industries driving employment on Anglesey tend to be related to its key assets such as
Wylfa A (Energy & Water), Holyhead Port (Transport & Communications) and tourism
(Distribution, Hotels & Restaurants).

· On an occupational level, Anglesey sees a high proportion in Skilled Trades; Caring, leisure
and other service occupations and Managers, directors and senior officials compared with the
regional and national comparators.

· While economic activity is higher on Anglesey, this is not reflected by higher wages, which are
on average around 4% lower than the average seen across Wales. The average wage for
construction workers was found to be significantly higher than the average wage level across
the whole economy.

8.2 Labour market evidence
· The recent precedent set at Hinkley Point C will impact other nuclear new build construction

projects in the UK by increasing wage levels and setting a benchmark for working conditions
and wider benefits.

· The existing academic evidence base demonstrates that major infrastructure projects have the
capacity to pay higher wages, which has been found to feed through to inflation in the wider
economy. The experience on Sizewell B also evidences that this can feed through to the
displacement of workers that are undertaking productive activities already in the local
economy.

· The potential for displacement differs by location, however the conditions on Anglesey, with
limited spare capacity in the labour market, lower-than-average pay levels and its remote
location reducing the wider pool of available labour, suggests that there is significant potential
for higher wages to cause a large impact through displacement.

8.3 Wider demand
· The demand for labour associated with the Wylfa Newydd project is significant, and a once in

a generation opportunity for the Anglesey economy, it comes at a time of significant
infrastructure investment across the UK.

· This will put increasing pressure on the construction workforce, with high annual recruitment
requirements and strain on certain disciplines such as construction trades supervisors and
civil engineering operatives, both with annual average growth rates of over 4% across Wales.

· With Wales known to suffer from high net outflows of its construction workforce to meet
demand in other areas of the UK, any shortfalls in supply could cause further wage increases
to attract workers (either from within the construction sector or to transfer from other sectors).
Therefore, the scale of cumulative demand is such that it could result in even greater wage
inflation and displacement on Anglesey.

8.4 Impact Assessment
· The scenarios outlined suggest that the additional local labour demand at Wylfa Newydd will

result in inflation in the local labour market, particularly in the skilled trades occupations and
managers, directors and senior officials where demand is highest. The constrained supply of
available labour locally – particularly in skilled trades – suggests that this inflation could be
higher as local firms seek to retain and replace skilled workers attracted to the Wylfa Newydd
project.
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9. APPENDIX A

The DCO documentation suggests that, while a uniform 22.4% of jobs is set out above, the
percentage of local jobs in different occupational classifications will differ depending on Horizon’s
view of the labour market – the skills and capacity to fill such roles. As such, the table below
outlines the expected labour content in Horizon’s occupational classifications.

Table 10.  Summary of the occupational skills profile of the workforce across the DCCZ for
construction

Wylfa Newydd

Occupation Classification Peak Total Peak Local % Local

Site services, security

and clerical staff 902 689 76.4%

Supervisory/managerial 1,998 237 11.9%

Civil engineering 3,069 675 22.0%

Mechanical and

electrical operatives 2,580 208 8.1%

Operatives 451 191 42.4 %

Total 9,000 2,000
Source: Horizon DCO Application Technical Appendix

9.1 Scenario i: 36% Wage premium on all roles

Under this scenario, we assume that the level of wage inflation is 36%, in line with the pay deal
secured by the construction workforce on Hinkley Point C and 2,000 workers from the DCCZ. As
a result, 2,000 workers across the occupational categories stand to receive a 36% premium on
wages received under normal conditions.

Under this assumption, the average wage in each occupational category across the DCCZ will
rise by 1.4%. This is set out below:
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Figure 1.  Average Wage Inflation under Scenario i

Source: Oxford Economics / ONS ASHE 2017 / AECOM calculations

Under this Scenario, the average wage for mechanical and electrical operatives will rise by 2.6%
across the DCCZ; civil engineering (1.4%), site services, security and clerical staff (0.8%) and
supervisory/managerial (0.8%) will also register wage inflation.

Table 11.  Available labour supply vs. requirements of Wylfa Newydd

Occupation DCCZ Wylfa Newydd

Labour
Force

Claimant
s

Jobs at
peak

%
employment
across the

DCCZ

Site services, security  and clerical
staff 31520 2,210 689 2.2%

Supervisory/managerial 10795 25 237 2.2%

Civil engineering 16744 345 675 4.0%

Mechanical and electrical operatives 2725 10 208 7.6%

Column Total 13,400 2,590 2000
Source: Horizon / Oxford Economics

The demand relative to the labour supply across the DCCZ suggests that there is potential for
displacement of existing activity, particularly in relation to supervisory/managerial staff and
mechanical and electrical operatives, with the shortfall in available supply (i.e. the number of
claimants vs. number of roles) suggesting the potential for further wage inflation in the wider
economy to retain workers and replace workers who have moved to jobs on the Wylfa Newydd
project.  Furthermore, in some cases the wage premium offered to take jobs on Wylfa Newydd
may have to be increased, should the shortfall in supply be sufficiently acute.
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