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ACTUALITY AT NATIONAL GRID 

 

MAN: What you’ve got here is exactly what you might imagine 

national control would be like on a film.  You’ve got the whole country as an electrical 

network laid out in front of you, so you can see …. 

 

URRY: At a secret location in Berkshire, the control centre of 

the National Grid ensures we get the electricity we need, whenever we need it.  

 

MAN 2: Can you confirm your bus coupler is closed, please?  

Yeah, agreement is 1528, you’re going to close 184a, open 186a …. 

 

URRY: But how we make electricity is being transformed.  

Government is moving towards more low carbon sources of generation, like renewables and 

nuclear, and it’s paying big subsides to try to make that happen.  That’s part of what’s causing 

bills to rise. Labour say they’ll freeze fuel bills if they get elected, but billions will still have to 

be spent modernising our power system.  Can consumers afford it?  And how do we know if 

we’re getting good value?   
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LLOYD: If there was a multibillion pound tax increase on income 

tax of this scale, there’d be huge political scrutiny. Yet here’s this very, very large amount of 

everyone’s money being spent, often behind the scenes, with no real public transparency. 

 

URRY: Tonight, File on 4 investigates what’s being spent to 

keep the lights on. Is it cost effective - and is it enough?  

  

SIGNATURE TUNE 

 

ACTUALITY IN FACTORY 

 

DUXBURY: This is our raw material, this is pure zinc.  We only buy 

pure zinc.  This is special high grade, it’s 99.995% pure zinc. 

 

URRY: At a factory near Wolverhampton, they’re dipping steel 

into molten zinc to protect it from corrosion.  The process is called galvanising.  This is one of 

fourteen plants owned by the Wedge Group; companies which can trace their roots back nearly 

150 years.  According to technical director, Bob Duxbury, hot dip galvanising, like they do 

here, has many advantages, but it’s a power-hungry business keeping the furnaces going. 

 

DUXBURY: The molten zinc, we have to keep the zinc at 450 degrees 

Centigrade, keep it molten twenty-four hours a day, 365 days a year.  Never goes off.  That’s 

the bulk of our energy to put that in. 

 

URRY: It means company energy costs are high. 

 

DUXBURY: Our energy bills are £2.5 million.  Gas is the major one.  

We use £1.8 million on gas and £700,000 on electricity.  If you look at the energy in kilowatt 

hours, we use almost ten times as much gas as we do electricity, but you can see from the 

amount we pay, gas is a lot cheaper than electricity. 

 

URRY: Because it’s a big consumer, the Group says it’s doing 

what it can to be efficient and green.  It’s signed up to one of the Government’s climate change 

levy agreements, which means it gets tax breaks in return for meeting energy reduction targets.  
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URRY cont: But even so, energy taxes are biting. You can’t see them 

listed in your bills, so Bob Duxbury commissioned a breakdown from a brokerage firm. 

This is a breakdown of charges, isn’t it, sort of a pie chart and it shows you how it’s all divided. 

 

DUXBURY: That’s correct.  When you look at that, you find that the 

taxation side of it is representing nearly 20% of our energy costs.  You’ve got the renewable 

obligations, the wind farms and the renewable energy at 10% to 11%, you’ve got the feed-in 

tariff for paying people who are generating that electricity, it’s about 3%, you’ve got climate 

change levy, which can be up to 6%. 

 

URRY: But when you get your actual bills, does it break it down 

in this way? 

 

DUXBURY: You haven’t got a clue how much you’re paying towards 

these individual taxes.  If somebody would have asked me, I’d have said perhaps about 10%, so 

the fact that it’s higher than that does surprise me to a point, but that side of it will increase 

greater than the actual energy costs.  The forecasts of these additional costs, the taxes, are due 

to at least double, at least by 2020 and then maybe doubling again by 2030. 

 

URRY: What’s that going to do to your business then? 

 

DUXBURY: Well, it will harm us, of course, and we have to try to 

make efficiencies wherever we can and save where we can.  Inevitably it will be passed on to 

the customer eventually. 

 

URRY: Some of these taxes are funding the shift to cleaner 

electricity production from wind, biomass, solar and nuclear, but they’re hitting British 

industry hard. 

 

STACE: Manufacturers are up for doing their bit to ensure that we 

transition to a low carbon economy, but the Government must ensure that we do that in a cost 

effective way.   
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URRY: The organisation that speaks for British manufacturing, 

EEF, has been lobbying Government about costs. EEF’s Gareth Stace says the problem is what 

the impact of rising bills does to competitiveness. 

 

STACE: If we take all policy measures into play here, actually 

we’re talking about nearer between 30% and 40% within two years’ time.  So ahead of the next 

general election, manufacturers are paying almost 40% more for their electricity bills because 

of climate change and energy taxes.  We have figures from the Government that show what our 

competitors are paying for their energy, what they’re paying in energy taxes.  Our levels are 

way above theirs, significantly higher.  They’re paying probably 50% less in terms of energy 

taxes than we are in the UK, so we seem to be very out of step with our European competitors, 

but also our European partners. 

 

URRY: But where is the evidence that British manufacturing is 

uncompetitive because of these high fuel bills? 

 

STACE: If your costs are greater than your competitor, both 

within Europe or even near to Europe, such as Turkey or the Ukraine, you’re going to lose out 

on those orders.  Coming up with the actual evidence that a company has lost out is very 

difficult to obtain, because as a company you don’t want to be saying that you’re losing out on 

orders and you’re not doing so well in the market. 

 

URRY: Energy Minister, Michael Fallon, says Government is 

doing what it can to help. 

 

FALLON: I certainly recognise that industry is suffering, not so 

much on gas, but on electricity prices.  And we’ve seen, of course, a dramatic fall in the price 

that companies in the United States are paying for their electricity, and we have to do 

something about that.  We have a compensation scheme starting to pay out for the most energy 

intensive industries and through that scheme, we hope to compensate them for the unnecessary 

expenditure that they’ve got. 

 

URRY: They’re worried that policy measures will lead to an 

increase of, with their calculations, between 30% and 40% within two years, costs they say 

they can’t bear. 
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FALLON: No, well I don’t accept that, those particular figures. 

 

URRY: Manufacturers say European firms are paying roughly 

50% less in energy taxes and that’s what’s making them uncompetitive, they say. 

 

FALLON: Well, as I said, there are international factors at work 

here that are also making Europe less competitive.  On gas prices, I think we’re doing 

reasonably well.  On electricity, I accept that electricity prices here are higher and we need to 

keep bearing down on them, and one of the ways we’re doing that, of course, is through more 

competition, through the Energy Bill that’s going through Parliament at the moment, and we 

are encouraging new generators, independent generators and independent providers to come 

into the market. 

 

URRY: There’s no getting away from the fact that these energy 

reforms are expensive.  That’s partly because old infrastructure like coal fired power stations is 

being replaced with low carbon alternatives. 

 

FALLON: We’re doing two things at once here.  We’re having to 

tackle a legacy of under-investment in our system, and at the same time meet all these 

European and international commitments that the previous Government signed us up to, and 

we have to do those two things together.  Now other countries in Europe have made more 

progress on renewables and we’re catching up fast, but we also have to make sure that, as the 

older plant comes offline, there are replacements for it, which is why we’re investing in new 

nuclear stations and, through the new electricity market, encouraging investors to come here 

and build new generating capacity. 

 

URRY: But investors aren’t willing to risk the big money needed 

to build expensive plant without generous support.  With slow progress and deadlines 

approaching, there are large subsidies available.  And that’s meant a windfall for newer, 

cleaner technologies. 

 

BLYTH: Renewable energy subsidies are quite high.  They’re 

currently worth around £2 billion per year. 
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URRY: Dr William Blyth is an associate fellow at Chatham 

House.  Earlier this year he prepared a report for Parliament on energy subsidies. 

 

BLYTH: The cost of production for electricity from renewables is 

currently extremely higher than market prices, so if you want new wind power, solar power, etc 

to be built, then you have to pay the difference.  Companies effectively are paid to produce per 

kilowatt hour, that’s per unit of electricity, above the market rate and the way that works is that 

consumers have to foot the bill for that and the Government scheme effectively guarantees that 

the money raised from consumers will feed back through to the generators, so as long as the 

generators can generate a unit of electricity, then they will be guaranteed a certain price. 

 

URRY: But this is well over the market rate at the moment, isn’t 

it? 

 

BLYTH: That’s correct, yes.  I mean, that is the subsidy that’s 

given to renewable generators and it guarantees them an income which is higher than the 

market rate. It’s around about double. 

 

URRY: A guaranteed income of double the current market rate, 

it’s little wonder some parts of the UK are experiencing a gold rush. 

 

ACTUALITY IN CAR 

 

URRY: File on 4’s come to the Scottish Borders, where it’s 

boom time for onshore wind. 

What part of country are we in now, then? 

 

ROWLEY: At the moment we’re in the Lammermuir Hills, which is 

designated as a special landscape area.  It’s about thirty miles from Edinburgh and mainly hill, 

grouse moor.  Very, very undeveloped apart from wind turbines, agricultural hill farming, 

shooting, walking, sporting. 

 

URRY: Mark Rowley is chair of the community council for this 

area.  He’s seeing big players in the energy market moving in, and he says locals have had 

enough. 
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ROWLEY: Well, over there you can see Fallago Rig, which is a 

recent wind farm with forty-eight turbines.  Over to the right you can start to see Crystal Rig, 

which is eighty-six turbines and another eleven about to come forward in application, but most 

of the hillside that you see to the right is going to be covered with two very large schemes that 

have been consented but yet to be built. 

 

URRY: Just in terms of harvesting wind, though, it’s a pretty 

good landscape, isn’t it?  High, uninterrupted. 

 

ROWLEY: Yes, we’re at about a thousand feet, a lot of the forestry 

that was here is coming down.  The wind developers find it very attractive. 

 

ACTUALITY OF CAR STOPPING, DOORS OPENING 

 

URRY: On top of the grouse moor we could see arrays of 

turbines belonging to some of the large international developers.   

 

ROWLEY: In terms of the profits, it must be very, very profitable 

because all of the big energy generators have moved into the Lammermuirs, so we’re looking 

at one that’s owned by EDF, we can look at one that’s owned by Fred Olsen, we can look at a 

site that Eon want to develop, we can look at a site that PNE from Germany want to develop. 

 

URRY: These are the big energy players in the market? 

 

ROWLEY: These are big energy players.  Huge energy players and 

they all want to come to the Scottish Borders. 

 

URRY: And there’s more on the way.  

 

ACTUALITY IN OFFICE 

 

AIKMAN: Well, this is us walking through the office.  A good 

portion of the time is dedicated to dealing with renewables. 
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URRY: Thirty miles west at the Scottish Borders Local 

Authority, planners like Ian Aikman are struggling to keep pace. They’ve approved the 

installation of more than 320 turbines so far, but there are plenty more seeking approval. 

 

AIKMAN: We’re still getting continued interest from people 

looking at new sites. 

 

URRY: How many are we talking about here? 

  

AIKMAN: We've got applications in with us at the moment for 

another hundred major scale turbines in excess of a hundred metres in height.  We’ve also got 

sites for, in terms of smaller sites, probably about another sixty or seventy or that sort of 

number.  These are individual applications.   

 

URRY: So up to 170 individual applications going right now? 

 

AIKMAN: For the smaller scale ones, there tends to be individual 

applications because they’re just coming in for ones and twos.  For the larger scale ones, 

there’s probably about six or seven applications that are with us.  We’ve also got a number 

which are sitting at appeal, which is for about another seventy or so turbines.  So there are lots 

of things that are in the system.  If you removed the subsidies, then I think we would see a 

significant drop in the number of applications we are receiving. 

 

URRY: But isn’t this what Government intends?  Support which 

tempts investors to back developers and boost cleaner energy.  One of the trade bodies which 

speaks for the sector, Renewable UK, says subsidy is vital.  Chief Executive Maria McCaffery 

argues the payoff is that, as the industry establishes itself, costs come down. 

 

MCCAFFERY: Every country in the world that has had a desire to 

increase the contribution from renewables has recognised that because it’s new and it’s 

expensive, it has to have some sort of incentivised mechanism, and we’re no exception to that.  

We have had ours since 2002, but the value of that support mechanism reduces as the 

technologies mature.  Yes, so …. 

 

URRY: But are the technologies maturing then? 
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MCCAFFERY: Oh yes.  If you take onshore wind, which we’ve had now 

at scale for about twenty years, it’s about 20% of the cost that it originally was to deploy.  It’s 

actually the least cost form of generating electricity from a renewable source, whereas offshore 

wind is still in its infancy and that’s still really quite expensive. 

 

URRY: People think this is subsidy farming, don’t they?  They 

don’t think it’s actually wind farming. 

 

MCCAFFERY: There is a job to be done in overcoming these 

misconceptions, but they’re not created by the industry.  We do have, unfortunately, some 

powerful, unsympathetic media channels that paint a very distorted picture, so the best advice I 

could give is for any interested party to just inform themselves of the actual facts. 

 

URRY: But even if costs fall, renewable subsidy is going up. 

According to Department of Energy and Climate Change figures, it’s fixed at £2.35 billion this 

year and that’s in line with the European average.  However, next financial year it will be 

capped at £3.56 billion, and by 2020 Government is proposing to raise that cap to £7.6 billion a 

year.  Subsidising companies for developing renewable energy like wind power is one thing, 

but we’re also having to pay them not to generate electricity. 

 

ACTUALITY IN CONTROL ROOM 

 

MAN: Can you confirm your bus coupler’s closed, please?  

Yes.  Agreement’s 1528.  You’re going to close 184a, open 186a and give me a call on 

completion.  Thank you very much. 

 

URRY: It’s the job of National Grid to ensure enough electricity 

gets moved around the system to meet demand.  We were given access to its control centre at a 

secret location in Berkshire. 

 

BURT: The transmission system, you can imagine is a bit like 

being the motorway network, but for electricity.  National Grid ….. 

 



-  10 - 

URRY: At the heart of the centre there’s a big screen with a 

schematic representation mapped out, with coloured lines relating to voltage distribution.  The 

Grid’s Duncan Burt explained how the network needs to be balanced, constantly fine-tuned to 

ensure there’s neither too little nor too much electricity at any one time. 

 

BURT: The top two figures plus the bottom figure always need 

to add up perfectly, and that’s what gives us the system frequency, what we like to call the 

heartbeat of the nation, which runs at 50hz, give or take tiny variations and fluctuations that we 

see from time to time.  And one of our key jobs is making sure that generation and demand do 

balance perfectly every second of the day.  So we do that through talking to power stations.  In 

a typical day we will probably issue three hundred instructions to rebalance between generation 

and demand.  Certainly it’s a bit like air traffic control.  You’ve got a lot of things moving and 

you have to have your eye in on what are the important ones at any one time. 

 

URRY: Electricity air traffic control has always gone on, but 

with more renewable forms of energy like wind power coming on line, there’s more instability 

because wind is less controllable. It either blows or it doesn’t. Too much when demand is low 

and some wind generating stations have to be taken offline because the Grid can’t handle all 

the extra capacity.  All power companies get paid to help balance the system.  Last financial 

year, National Grid spent more than £900 million on that.  Some of it was compensation called 

constraint payments.  Instant balancing is sometimes required and wind turbines can ramp 

down their output quicker than gas, coal or nuclear plants. This is something which resonates 

with Mark Rowley on the Scottish Borders, who speaks for his local community council.  He 

showed us wind developments which he says received large constraint payments in just the 

first few months of operation. 

 

ROWLEY: The wind farm we’re looking at, £2.5 million in its first 

four months of life. 

 

URRY: £2.5 million not to produce energy? 

 

ROWLEY: Yes.  £2.5 million for the wind farm we’re looking at.  

The one on the other side of the hill in the last three years has only had £2.7 million, but these 

are huge, huge amounts of money. The wind farms are effectively getting kind of super profits 

from the instability that they’re causing themselves.  It’s an unpredictable resource.  The other, 
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ROWLEY cont: more conventional types of generation are less easy to 

move up and down in terms of output perhaps, so when wind creates some instability in the 

grid – and you can see here just how many wind farms there are firing into presumably a 

relatively small local grid – that’s bound to create instability. 

 

URRY: Fallago Rig is owned by EDF Energy, one of the big 

multinational power companies. We asked EDF to tell us more about these payments, but they 

wouldn’t be interviewed. Instead, in a statement, they pointed out: 

 

READER IN STUDIO: All generators, including coal, gas, renewable and 

nuclear, are required to have commercial agreements in place with the National Grid. These 

agreements cover periods when the Grid instructs generators to temporarily decrease the power 

they generate.  Such instructions from the National Grid are part of its daily management of the 

electricity system. 

 

URRY: Which didn’t address the question about the amount of 

money they got.  So we asked someone else. EDF is a member of the trade organisation, 

Renewable UK, whose Chief Executive is Maria McCaffery. 

What’s the justification for them getting £2.5 million not to produce power? 

 

MCCAFFERY: Well, there is a price to be paid for flexibility.  No form 

of power generation is 100% available and reliable for 100% of the time, so if you want to have 

a secure supply, you have to ensure that you've got enough power being generated to satisfy 

demand at any one time. In fact, you'd probably want to have more than you think you need, 

just in case something goes offline.  But on another occasion it could be that wind is asked to 

constrain, because there is good strong power from different sources.  The problem with wind 

is that we cannot save that fuel and use it at a later point.  If you took all of the balancing costs 

that the Grid would pay to generators in the course of a year, the total that has been paid to 

wind generators has been less than 2% - 1.8%. 

 

URRY: Just so as I’m clear about your position here as a trade 

organisation, are you saying that there is a justification for this particular example that I gave 

you for the £2.5 million of constraint payments in just a few months? 
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MCCAFFERY: It is absolutely justified and it needs to be considered in 

the context of what thermal plant operators have been paid to constrain their power generation. 

 

URRY: The regulator, Ofgem, has warned that the investment in 

wind generation could increase transmission constraints. It’s also raised more general concerns 

about the potential for all generators to exploit the system for what it describes as “excessive 

benefit”.  National Grid confirmed to File on 4 that although they had previously been paying 

high constraint charges to wind companies, those costs have now been brought down.  This 

year, wind constraints accounted for only 4% of the total payout of £170 million to all energy 

operators, and that’s down from 10% last year.  It’s true that in terms of overall costs the 

figures are quite small, but these payments point to a bigger problem. In a renewable-rich 

environment like Scotland, infrastructure hasn’t kept pace with the amount of development, so 

some surplus energy produced can’t be sent south where demand is higher, much to the 

frustration of Maria McCaffery at Renewable UK. 

 

MCCAFFERY: Our present grid, which is 75 years old, was configured 

for a power-generating set of assets that are centralised.  The new configuration will be 

comprised of a very different set of generating assets. Many of which, particularly renewables, 

will be of variable output and they will be in different places. And we’ve known for twenty, 

twenty-five years that we need a grid that is about 50% bigger in capacity compared to the one 

we presently have and it needs to be configured for a different set of generating assets that are 

in different locations.  

 

URRY: Given that we’ve known this situation for twenty-five 

years, what have you been saying to Government about getting them moving on the 

infrastructure, which still isn’t in place? 

 

MCCAFFERY: How long do we have?  But yes.  Grid planning - the 

support mechanism, supply chain, these have been the core issues for a long time. If you add 

into that the fact that a very significant contribution will come from offshore wind, so we need 

an offshore grid as well that will enable us to bring all this power ashore, it is quite 

challenging, it does require a lot of investment. And as with many things, not just in energy, we 

are later waking up to the reality and taking the action that we should have been, but that just 

means we really need to get on with it now. 
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URRY: Getting on with it means big spending.  The main player 

in upgrading that infrastructure is National Grid, which along with its Scottish counterparts will 

invest £22.5 billion during the next eight years on network replacement, maintenance and 

upgrades around the UK.  Once again these costs will be passed through the supply chain to 

consumers. But why hasn’t it been sorted out before?  Energy Minister Michael Fallon was 

keen to shift the blame to previous governments. 

 

FALLON: There hasn’t been the investment in the transmission 

lines, the grid hasn’t been kept up to date, that’s the problem. … 

 

URRY: But it’s your job now, isn’t it? 

 

FALLON: It is and it’s starting to happen. We are investing, but we 

are playing catch up. 

 

URRY: But when will the infrastructure be in place to allow such 

things as wind farms to be fully functional, to be able to move high voltage electricity around 

the system in the way that National Grid wants? 

 

FALLON: Well these wind farms, as they’re open, they are 

connected up to the grid.  That investment is going in now… 

 

URRY: Yeah, but it’s being constrained, isn’t it?  That’s the 

problem.  It’s got bottlenecks that need upgrading and there’s …. 

 

FALLON: It has and ….. 

 

URRY: There’s all the offshore ones need linking up and this is 

going to take seven or eight years. 

 

FALLON: Yes it takes time, because when you’re putting pylons 

across the country, you need permissions for that.  We’re looking urgently at how we 

strengthen these connections, particularly between England and Scotland, and there are 

proposals too for further inter-connectors with Ireland and Norway.  Yes, I fully accept there is 
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FALLON cont: a lot of investment that should have gone in years ago 

and we are rapidly having to catch up with this particular legacy, but we’ve started. 

 

URRY: Progress has not proved easy. The second strand of the 

Government’s strategy to clean up our electricity supply involves the building of nuclear power 

stations – ‘new nuclear’ as it’s been branded.  But negotiations with developers have dragged 

on.  And here again, generous subsidies are at the heart of the proposed deal. 

 

 ACTUALITY OF NEWS REPORT 

 

NEWSREADER: Good evening.  From Points West.  A decision is 

expected within days over plans to build a new nuclear power station in Somerset.  Preparatory 

work …. 

 

URRY: The first of these new power plants at Hinckley Point has 

already been given planning permission and various other licenses. But there’s still no 

agreement about the terms of a contract to produce electricity. 

 

NEWSREADER: Work is already underway at Hinckley Point, but the 

site’s owners, EDF, are also locked in talks with the Government over getting a high enough 

guaranteed price.  If EDF can’t strike a deal, they’ve warned the whole project could be 

stopped. 

 

URRY: Discussions with developers, EDF Energy, are being 

held in secret, so consumers can’t rely on any scrutiny to ensure best value. Dieter Helm, 

Professor of Energy Policy at the University of Oxford, says the sticking point is about a 

guaranteed price over a fixed term. 

 

HELM: We’re asking a bunch of investors to put a large amount 

of money on the table in a really big project which will take quite a long time to get their 

money back.  So what they’re saying essentially is, if you want us to invest, fine, but you must 

guarantee that you’re going to pay us a price and a price which is sufficient to pay back all 

those costs of sinking all that capital and building the plot.  And, you know, these discussions 

have been going on for a very long time now and they’re basically just about how much is the 

Government prepared to sanction on behalf of customers, that customers will be compelled to 
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HELM cont: pay to investors to make this plant fly.  And what that 

number represents is about twice the current price, current wholesale price, and they want that 

price for some considerable period of time into the future.  

 

URRY: So then they’ve got the Government over a barrel at the 

moment.  The Government is committed to nuclear, it’s a key part of the new infrastructure 

that they’re trying to commission. 

 

HELM: I wouldn’t see it so much as over a barrel as in a very 

difficult position.  The Government’s problem is that it’s committed itself to carbon targets and 

really has very few levers to pull to achieve those targets.  So either they have to bite the bullet 

and go down the nuclear route or they have to ease back on those targets.  It’s not as if the 

Government is confronted with a whole host of much cheaper options. 

 

URRY: EDF wouldn’t be interviewed for this programme and 

neither would they make any formal comment to us about the Hinckley Point negotiations.   

Dr William Blyth from Chatham House, who’s advised Parliament on energy subsidies, says 

whatever the outcome, Government has already fundamentally changed its position. 

 

BLYTH: I think the nuclear subsidy is an extraordinary situation 

because you’ve got the Government who’s said that they would not, sort of categorically would 

not subsidise nuclear, and now they quite clearly are.  The other extraordinary thing about it is 

that you’ve got the Government sitting down with a single company in a negotiation over what 

the level of that subsidy is going to be, with very little transparency about how that figure is 

going to be arrived at.  So I think that’s a long way from where the Government would like to 

be against its stated policy that you let the market decide on these things and you don’t 

subsidise. 

 

URRY: So is the proposal, as far as you understand it, on the 

table there for nuclear, does that amount to a subsidy? 

 

BLYTH: I would say it does.  The price that they’re going to come 

up with is very likely to be significantly higher than current market prices.  And in a normal 

way of judging subsidies, you would judge that to be a subsidy. 
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URRY: Now two MPs and an anti-nuclear group have made 

formal complaints to the European Competition Commissioner, arguing the proposals are 

incompatible with rules governing State Aid. Britain is one of a number of countries currently 

trying to negotiate changes to those rules to allow for more support for nuclear.  In the 

meantime, Energy Minister Michael Fallon still denies any subsidy. 

 

FALLON: This is a very complex negotiation, it involves a huge 

amount of risk.  They have to weigh the risk that a future government might decide to abandon 

nuclear power, which is what’s happened in Germany, and they have to bear the risk of 

overruns on the construction.  These are vast projects and we have to bear the risk that we’re 

not going to pay too much for the nuclear electricity when the whole thing comes online, so it’s 

been a very complicated negotiation, but I hope it can be brought to a close reasonably soon. 

 

URRY: The price they’re extracting for that is the proposal to 

provide a guaranteed income for nuclear power, stretching up to, well reports suggest forty 

years. 

 

FALLON: Well, you’ll see when the exact terms are published.  We 

haven’t … 

 

URRY: But a guaranteed income? 

 

FALLON: Well, hang on a moment.  We haven’t made the terms 

available yet, so you don’t know what the length of the term is or indeed what the strike price 

is, but let me be clear - it does not cover the entire operating length of the nuclear station.  

These stations can run for forty, fifty, sixty years and it will be a lot shorter than that.  Where 

the Government … 

 

URRY: But people say this is a subsidy, don’t they? 

 

FALLON: Well, it’s not a subsidy, it’s an intervention in the 

market.  Nobody is going to …. 
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URRY: Well, an independent report to Parliament said this, 

fixing income in this way you’re proposing is a subsidy. 

 

FALLON: Well subsidy is not a word we recognise.  What we’ve 

done is said, if you’re prepared to spend billions over seven, eight years in investing in new 

nuclear stations what we will do is fix now the price at which you can initially sell your own 

electricity to the grid.  Now that’s a wholly reasonable proposition, otherwise the alternative is 

to pay for the whole thing out of taxes, which would be far more expensive. 

 

URRY: Whether this passes the technical threshold of State Aid 

has yet to be decided by Brussels. But it’s clear the current proposals won’t happen without 

financial support to private operators, and it’s much the same for renewables.  So how much is 

it all going to cost?  It’s a question the consumer group Which? has been asking because of 

concern about rising fuel bills. Richard Lloyd, Executive Director of Which? says there needs 

to be more accountability about the spending. 

 

LLOYD: If the aim is to get us a cleaner, low carbon electricity 

generation system that works for consumers and keeps the lights on, no one is disagreeing with 

that.  The huge question is how you arrive at that and how you arrive at that in a way that’s 

affordable and fair for the consumers who are paying for it. 

 

URRY: So what is this doing then to the bills at the moment? 

 

LLOYD: Right now, people are paying about on average an extra 

£50 a year on their domestic electricity bill and that’s going to start really showing as people 

are looking harder and harder at their fuel bills.  It will double and more by 2020, this impact of 

the cost of investment to clean up the energy market being passed through to consumers, we 

are all paying for it now and that will more than double. 

 

URRY: But £1 a week at the moment doesn’t sound too much, 

does it? 

 

LLOYD: It doesn’t sound too much if you look at it at that level, 

but at a time when people are struggling with their domestic bills in the round, when wholesale 

prices are rocketing up, household budgets are under huge pressure, I don’t think there’s 
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LLOYD cont: anywhere near enough scrutiny and certainly not enough 

scrutiny of the costs to reassure consumers that they’re getting a fair deal, they’re footing the 

bill.  If there was a multibillion pound tax increase on income tax of this scale, there’d be huge 

political scrutiny.  Yet here’s this very, very large amount of everyone’s money being spent, 

often behind the scenes, with no real public transparency. 

 

URRY: The lack of transparency means it’s very difficult to 

know the final figures. And what figures are out there, are based on a series of assumptions 

which factor in such matters as future oil and gas prices, increased market competition and the 

amount we are all willing to spend making our homes, factories and offices more energy 

efficient. One analyst who advises the investment market told us he thought the total 

investment needed would be around £360 billion by the year 2030, that’s another big milestone 

target for emissions.  Energy Minister Michael Fallon disputes those estimates. What he 

doesn’t deny is that we’re going to have to pay a lot of money.  

 

FALLON: In the end, the consumer has to pay and has to pay 

through electricity or through the electricity bill or through taxes.  This stuff doesn’t come, 

doesn’t come for free, but let me assure you in our reforms, we are building in competition so 

there are more generators and there are more providers of electricity.  There are simpler tariffs 

and we are encouraging greater energy efficiency of all kinds.   

 

URRY: What is the total cost then of all these measures that 

you’re bringing in, all these big changes that have to happen? 

 

FALLON: The investment we need is around £110 billion.  Now 

the vast bulk of that is going to come from the private sector, that’s the whole point of these 

reforms.  There are some additional costs that fall on consumers, but there are savings as well 

as we become more energy efficient and we make sure there is more competition than we have 

at the moment. 

 

URRY: So, is spending billions to get big investment moving 

making enough of a difference?  While consumers worry about bigger bills, there’s an even 

more fundamental problem, according to Professor Dieter Helm of Oxford University. He says 

Government’s not done enough to convince investors, and it’s become so critical that Britain 

now faces the real possibility of power cuts and soaring prices in two years’ time. 
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HELM: If you look at the outlook through to the winter of 

2015/2016, on the pretty official forecasts the margin, the gap between how much power 

stations we’ve got and demand, how much power we want, goes down to about 2% in one 

scenario.  Now I personally think there are very good reasons for believing that that scenario is 

actually optimistic.  What will therefore happen in 2015 is as people appreciate the scale of the 

problem that’s confronting us, prices will rise and indeed they could rise very strongly in 2015 

in anticipation of that potential crunch in the winter of 2015 and 2016, and this is the 

consequence of governments pussyfooting around, having review after review, half-baked 

energy market reforms and the consequence is nobody’s been investing to the level required, 

and in the end, if you don’t invest and you retire old power stations, electricity doesn’t happen 

by magic.  It’s really serious. 

 

URRY: Labour is saying it will freeze bills if it wins the next 

election.  What effect will that have? 

 

HELM: Well, you really couldn’t make it up, could you?  Here 

we have an industry which requires a large amount of investment. Anyone looking at this 

market realises that there are costs and anyone with practicality will realise that prices have to 

be related to cost.  Labour says we’re going to fix the price irrespective of the cost.  What kind 

of incentive is that for people looking at investment in this market?  No modern society can do 

without electricity.  If the private sector can’t invest because the governments keep interfering, 

then there’s only one agent that can invest.  It’s called the Government. 

 

URRY: And this is the big dilemma. Money has to be spent 

through subsidy and support to stimulate investment, to meet emission targets and to upgrade 

infrastructure. That puts our bills up. And the cost of living has become a political issue.  If 

customers won’t stand for it, will Government be able to see it through?  No wonder investors 

are jittery at a time when they are most needed. That’s a circle only our politicians can square. 

Who’d be an Energy Minister right now? 
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