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Why back ourselves into an expensive
energy corner?

Craig Mackinlay

Monday January 24 2022, 12.0lam GMT, The Times

hile the debate over energy policy has always

burned very hot, there is at least a measure of

agreement over the cause of the current crisis.

So, while some holdouts are still trying to make a
case that renewables didn’t cause the doubling of electricity
prices between 2002 and 2021, there is general accord over the
reason for the sudden lurch to even higher levels this winter: it’s
all down to gas prices.

That’s because gas sets the market price for electricity.
Suppliers are committed to buying lots of wind power, but gas
tends to have to make up any remaining gap between supply
and demand and is responsible, broadly, for 40 per cent of UK
electricity generation. So it’s the price of gas that matters in
pricing.

But why has gas become so expensive? It’s not as if there’s a
shortage, even in Europe. The north of England and central
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Scotland are floating on a sea of the stuff; huge deposits have
been found in the Eastern Mediterranean, and there are more
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The problem is - as usual - politics. With much of their publics
gripped by a quasi-religious belief in imminent climate
catastrophe, politicians have simply acceded to the demands of
the green lobby, and instituted bans and moratoriums across
the continent. Is it any wonder that prices have gone up?

To make it worse, coal fired power stations have been shut in
many countries, in some there has been an aggressive phasing
out of nuclear and industrial production levels have returned as
international Covid lockdowns ease, further increasing demand
for gas. Contrast that situation with the USA, where shale
deposits have been exploited, and gas prices have been as little
as one tenth of those in the UK.

ADVERTISEMENT

But here the mood of accord ends. The green lobby is still
arguing fervently that the solution is further expansion of the
renewables fleet and, as if to answer their call, the Crown Estate
announced this week that it has leased rights to the seabed to a
further 25 GW of offshore windfarms, more than half of it
floating. This will double the size of the UK’s wind fleet, so it’s a
big deal.
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Unfortunately, as is now widely recognised, having windfarms
doesn’t stop you needing gas. In fact, the Committee on Climate
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providing power when the wind isn’t blowing, or when it is
blowing in the wrong place, or when turbines have to be
switched off because the wind is blowing too hard.

What is worse, deploying renewables simply locks us into a
high-cost future. Of the major forms of renewable energy, the
lowest cost is onshore wind.

However, as a paper published today shows, it is roughly double
the long-term cost of gas-fired power, having been rising
steadily for the last decade (presumably because the best sites
have been taken already and more vociferous and structured
local opposition to such sites has grown).
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Offshore wind is even more expensive - three to four times the
cost of gas - and at best is only becoming marginally cheaper
over time. And floating offshore is more like five to six times as
expensive as gas. The current high cost of renewables will rise
substantially if eye-wateringly expensive battery storage, of
which we currently have very little, prevails as the primary
energy storage method.

Think about what this means for you at home. Crudely, the
15p/kWh you were paying for electricity before the recent price
surge was 5p for the power itself, and 10p for everything else -
the cost of getting it to you, VAT and so on. With gas prices
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where they are, think more in terms of 15p for the power, so a
total of 25p. Ouch.
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offshore windfarms, or perhaps 22p if it’s a floating one. Adding
in the cost of getting the power to you means a figure of
32p/kWh. At that price, it costs £280 to run a 100 watt lightbulb
for a year. Again this is before the real impact of battery storage
costs.

Renewables advocates like to point to the very low ‘strike prices’
at which some windfarms have agreed to sell power to the grid,
but in reality these are meaningless. Not only are they not
binding, but they only last for part of the windfarm’s life.

ADVERTISEMENT

It is widely recognised that the so-called ‘merchant tail’, after
the end of the subsidy period, will play a big part in these
generators’ business plans. They may sell to you cheaply at first,
but they aim to get their money back in the end. Financial
accounts do not, as a rule, lie, and windfarm financial accounts
show that their costs remain spectacularly high.

And at the end of the day, the money to pay for it can only come
from one place: your pocket, either directly or through general
taxation substitution.
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Fossil fuel prices can go lower - much lower - as they have been
for most of the last century. A renewables powered future, on
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today but into perpetuity. It’s hard to fathom why anyone would
think that was a good idea.

Craig Mackinlay is MP for South Thanet

Climate change UK politics
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