ENERGY IMPACTS: TAKING MEANINGFUL ACTION IN THE MIDST OF A CRISIS

Explainer: Why are we in the midst
of an energy crisis?
The current global energy crisis is
caused by an ongoing shortage of
energy generated by natural gas,
which has resulted in prices soaring
to record-breaking levels. This is due
to several factors:
Security of supply: Uncertainty
in sourcing of supplies from Russia
causing wholesale energy prices to
rise dramatically. Russia provides
around 40% of Europe’s gas, and
around 4% of the UK’s gas. High
wholesale prices have pushed many
energy suppliers out of the market
in the UK as smaller suppliers
haven’t been able to afford the high
wholesale prices.
Weather: Cold and prolonged
winter conditions in Europe between
2020 and 2021 reduced supplies
of natural gas. In the UK we’ve
experienced low winds and therefore
less wind energy generation,
increasing reliance on natural gas.
Infrastructure failures: There
have been outages in some nuclear
power stations. A fire in Kent
impacted a power cable used to
import energy from the continent
which isn’t expected to be running
again until 2023. There have also
been complications to the Nord
Stream 2 pipeline in the Baltic
Sea, an $11bn line which provides
gas from Russia to Europe. The

project has been faced by multiple
sanctions to stop its construction
from the US and is contentious
because it would increase European
reliance on Russia for gas. It is
unlikely now that the project will be
finished at all due to the war.
Overall demand for energy:
demand for gas has increased
following recovery from the
Covid19 pandemic. At the start of
the pandemic prices hit historical
lows but have been gradually
bouncing back as business returns to
normal.1/2/3
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“Around the time that OPEC
(Organisation of the Petroleum
Exporting Countries) was quadrupling
oil prices, the British rock band The
Who released its totemic rant against
corrupted governance, Won’t Get
Fooled Again. On oil and gas, though,
we did get fooled again. Decisions
made by successive governments
perpetuated an industry that for
50 years has made a profit of $3bn
per day while taking the climate
system perilously close to dangerous
instability.”
Richard Black, senior associate at
the Energy and Climate Intelligence
Unit and honorary research fellow at
Imperial College London

Whilst retail energy bills include
costs all energy suppliers have
to pay towards environmental
schemes, such as investment in
renewable energies or energy
efficiency schemes, the bulk of
a consumer bill is made up of
wholesale costs; which is how much
the supplier has to pay to buy gas
and electricity on the competitive
market. It is worth emphasising,
therefore, that the policy costs of
environmental schemes, such as
new renewable energy projects, have
very little impact on a consumer’s
overall energy bill; this money is
also allocated to schemes such as
the Warm Homes Discount which
help protect the most vulnerable
consumers from fuel poverty.
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Explainer: What factors determine
your energy bill?
The current way in which the British
electricity market is designed means
that electricity prices are mostly set
by gas prices. This is because the
short-term electricity market works
on ‘marginal pricing’ – prices are set
by the final source of energy used to
meet demand. We use the renewable
energy we generate first primarily
because it’s cheaper, and the last
source of energy used is usually gas.
For example, in 2019, electricity costs
were set by fossil fuels 84% of the time.
Today natural gas provides around 38%
of our electricity generation, which has
a relatively high running cost. We need
to reduce and remove this reliance on
gas or redesign the energy market to
make prices more reflective of where
our energy comes from.4

How your fuel bill is broken down
Typical customer on a price capped
dual fuel tariff paying by direct debit,
summer 2022
Profit 1.7%
Others 2.8%
VAT 4.7%
Policy
costs (inc
environment
schemes)
7.7%

Wholesale costs
54%

Network costs
(inc pipes
and wires)
18.8%

Operating costs
(inc billing and
metering)
9.3%

Others includes costs of direct debit administration and
allowances approved by the regulator
Source Ofgem
https://www.bbc.com/news/business-58090533
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Green tariffs are not always as ‘green’
as they appear, so it is important to

find out which sources the energy
is generated from (i.e. fossil fuels or
renewables). If the provider holds
direct power purchase agreements
with renewable generators, then
this can help to reduce demand for
fossil fuels, and support the addition
of new renewable energy capacity
to the grid. To learn more about
purchasing renewable energy, and
how to choose a reputable supplier
(including understanding the crucial
difference between suppliers who
use REGOs vs PPAs), see our FAQ’s
on purchasing renewable energy for
more information.
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Explainer: If I buy energy from a
renewable energy supplier, is my
electricity consumption carbon
neutral?
Unfortunately, procuring from a
green supplier doesn’t mean that
your electricity consumption is Net
Zero from an emissions perspective.
If you consume energy from the
grid, your electricity emissions will
depend on the energy mix of the
national grid at that point in time,
and how much renewable energy
capacity vs fossil fuel energy is being
generated at a national level.
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David Cameron’s coalition
government made some significant
changes to levels of investment
in energy efficiency policies. This
included the ‘Green Deal’ energy
efficiency scheme, which provided
loans for householders to make
energy efficiency improvements
such as loft and cavity wall insulation
to their homes. The scheme did little
to benefit renters or social housing
landlords, and the National Audit
Office described the policy as a
‘failure’.
In 2015 subsidies for onshore wind
were withdrawn, and new planning
reforms made any new onshore
wind development very challenging.
New Onshore wind capacity per year
dropped from 1.8GW in 2017 to 0.1
GW by 2020.6
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Explainer: ‘Cutting the Green Crap’:
What are the missed opportunities
from an energy and housing policy
perspective?
So why exactly is the UK so far
behind many of its European
neighbours when it comes to energy
efficiency and sustainable energy5?
Carbon Brief analysis has revealed
that previous abandonment or poor
design of energy policies in the UK
over the last decade means that
energy bills are now nearly £2.5bn
higher than they would have been
had the government taken action.
So what were the points of failure?

The Zero Carbon Homes Standard
(under the Code for Sustainable
Homes 2016), which required that all
new build homes needed to meet
zero carbon building regulations
standards, was also scrapped in 2015.
As a result hundreds of thousands
of homes have been built to lower
energy efficiency standards. Heating
and powering buildings currently
accounts for 40% of UK emissions.7
To meet Net Zero goals, these newly
built homes will now have to be
retrofitted before 2050. There is
currently a gap in energy efficiency
policy for new buildings until the
Future Homes Standard comes
into place from 2025. This, along
with Building Regulations, will aim
to ensure that new homes built
after 2025 will produce 70-80%
less carbon emissions compared to
homes developed under previous
regulations.
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Explainer: Is mining for renewable
energy projects just as bad as
mining for fossil fuels?
Responsible sourcing of the
minerals needed for the low carbon
transition is another issue that
must be tackled, putting human
rights and ethical production at the

centre of the transition. It is widely
acknowledged that currently, mining
for lithium, cobalt and other key
minerals is an environmentally and
socially unsustainable practice which
is being scaled up for the roll out
of electric vehicles and renewable
energy technologies. Around 60%
of global cobalt reserves are found
in the Democratic Republic of the
Congo, where human rights abuses
and poor environmental conditions
are rife. In Bolivia, around 17% of
the worlds’ lithium reserves can
be found underneath the world’s
biggest salt flats, but historically
mineral rights have been signed
away to foreign companies, leaving
the mineral rich country still very
socially poor, with 40% of the
population living in poverty.9
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Explainer: Is nuclear energy really
low carbon?
Research has shown that the
lifecycle emissions of a nuclear
power plant can range from 8 to
64gCO2e/kWh (depending on which
life cycle assessment method is
used) with averages well above
the upper range of possibilities
estimated by the Committee on
Climate Change and significantly
higher than the median value
of 12gCO2e/kWh used by the
Intergovernmental Panel on Climate
Change.8 This suggests that with
this range of uncertainty in actual
emissions, nuclear power may
not be as ‘low carbon’ as is often
believed by those who advocate for
the technology, and more research
is needed to fully understand the
climate impacts of using nuclear
power. Safe storage of waste,
security risks and feasible exploitable
abundance of uranium are all other
issues that need to be considered.

Despite the issues that need to
be overcome to ensure ethical
and sustainable supply chains for
the minerals used in renewable
energy solutions, the processes
are significantly less intensive
than the mining required for
the fossil fuel based alternatives.
Recycling to reduce demand
for raw minerals and working to
guarantee responsible resourcing
are the most important solutions to
focus on for ethically transitioning
to electrification and a renewably
powered future.10
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