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Why the lights are going out on
Britain’s asset-stripped nation

Electricity supply, one of the systemic flaws in the UK’s failing p -
. . . . . . >

economy, looks increasingly like it could fracture this Winter — and

without accepting why that model is broken that cannot be avoided. @& ﬁr@
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Fracking will save us! Nuclear will save us! Tax ~ The North Sea is in terminal decline

cuts will save us!... The Conservative leader- The graph below, based on the government’s
ship.saga has a very meagre connection to Digest of UK Energy.Statistics, shows oil and gas
reality. We could just as easily replace their production in the UK. Projecting that decline, we are
energy policy with Star Wars’ Emperor Pal- within the foreseeable end of the North Sea as an

economically viable oil and gas production region —

patine screaming, “Power! Unlimited Power!!”
perhaps as early as 2030.

- the results would be just as effective.

Driven by a fanatical belief in the power of eco-
nomics, where everything is a gquasi-religeous

Cameron’s government not slashed both corporate
tax and royalties on North Sea production — effec-
tively handing nearly all the proceeds from oil and
gas extraction to the operators. Even so, the North
Sea has been estimated to have the second highest

growth has become the ‘Godhead’ of national policy

for all major political parties (yes, even the Greens).
Now, I've some really bad news for you... that

dream is over! Successive governments have spent

In the 1980s, Margaret Thatcher used the re-
ceipts from the North Sea to cut tax and pay for a
large ‘reserve army’ of the poor — which is why the
economy grew. Forty years later and we have noth-

from council housing to universities — and that
whole process has started to collapse.

cliff, lead by energy. As the demand for petroleum
increased with greater car use and automation, en-
ergy imports increased exponentially. The long eco-
nomic crisis of the 1970s was driven by the price of
oil, which, at that time, was mostly imported.

der to survive — but without the income from the

North Sea to pay for that extra public spending.

In the meantime, the Norwegian government
used its revenues to create ‘The Pension Fund

the UK from bankruptcy; the finance generated dur-
ing the 1980s was the driving force which

allowed Margaret Thatcher to overhaul UK Oil & Gas Production
the economy without regard to the imme- 1,600,000
diate economic impacts. Today, with the /-\ ﬂ\_\ e
] . ) < XN T\ e Natural gas
North Sea in terminal decline, the energy 5 1,200,000 o,

o ; (G} & Osborne’s tax
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the time of her idol, Margaret Thatcher. Year
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Why the lights are going out on Britain’s asset-stripped nation

holding US$1.19 trillion in assets, including holdings
in 1.4% of all the world’s listed companies.

The Conservative government liberalised the en-
ergy industry prior to privatisation; but they were not
alone. Previous Labour governments had wel-

First in home heating; then in power generation.
Unfortunately, gas became the dominant fuel in the
UK economy just at the time the UK’s oil and gas
production reached its peak at the Millennium.
Britain, a leader in renewable energy in the
1970s, saw that lead hobbled by successive Tory

renewable resource, but the political rejection of the
technology since the 1980s means we import much
the equipment to harvest it — which of course
means having the cash to pay for it.

The back-and-forth about energy during the Con-
servative leadership debates shows just how dis-
connected from reality British politics has become.
Just as oil dependency was the flaw in the economy
of the 1960s, so dependency on natural gas is the
fatal structural flaw today. And just as the cost of
goods around the world spiked in the 1970s, ob-
structing efforts to develop alternatives to oil, the
same is happening today.

Natural gas & power
generation in Britain,

Power
genera'l'iow

Electricity is the critical flaw

People’s perceptions of the ‘energy problem’ are
largely based on domestic energy consumption —
because that's the part they experience directly.
What that perception fails to convey, though, is the
scale of, and recent change in, energy trends.

To put that in perspective let’s look at how natural
gas and electricity affect domestic energy supply —
illustrated by the diagram below.

There are around 25 million houses in Britain,

consume 478 tera-Watt-hours (TW-h — 1 tera-Watt-
hour is equivalent to a billion kilo-Watt-hours).

In 2021, Britain consumed 854TW-h of natural
gas. With the decline of the North Sea, Britain has
shifted from a gas exporter to producing just over
two-fifths of its gas needs; three-fifths is imported.

Only 6% of Britain’s gas imports (about 3% of all

from around the world. This means we are less ex-
posed to gas supply cuts than other European
countries who import directly from Russia.
However, because the UK energy industry is a
privatised entity, they can sell that gas to the Euro-
pean market if they can get a better price. That's

Generation loss, 305TW-h
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been the case over much of the Summer of 2022;
and because of Europe’s far higher level of gas
storage, this Winter Britain may have. to.buy.that

Power stations are critical, as without power noth-
ing else in society functions: Meeting electricity de-
mand has become the greatest challenge in the en-
ergy system today. This has arisen due to the mar-
ket dogma of successive governments, obstructing
progress towards creating a more efficient and re-
silient electricity grid.

Just over a third of the natural gas supply goes to
homes, and just under a third goes to power sta-
tions — but as electricity is only a small part of over-
all consumption, the gas supplied to power stations
represents almost half of fuel for power generation.

Coal now plays a minor part (around 4%) in the
UK energy system. Most of the power stations
which used coal have been demolished. The few
that are left have just been th i
keep operating because the government are so
worried about power supplies this Winter.

Oil plays a minimal part in the power system, al-
though in rural areas oil is still significant for home
heating. Almost the same amount of energy as nat-
ural gas is provided by renewable and nuclear
sources. We also import a small amount of electric-
ity from Europe — which is doubtful this Winter.

All those figures for the input to power stations

contained in the raw fuel supplied from those
sources. These are transformed into electrical
power, and supplied to the grid as ‘secondary’ en-
ergy. The exception are wind and solar, which pro-
duce power directly.

Power stations are supplied with about 530TW-h
of energy, of which 110TW-h (about a fifth) is sup-
plied to homes, 141-TW-h (a quarter) goes to other
uses, and 331TW-h (three-fifths) is ‘lost’ as heat —
either directly from the power station, or from the
electricity grid (4TW-h of gas also leaks from the
gas supply grid).

Let’s put that really clearly: For every five units of
energy we put into power stations, roughly two are
used as electricity, and three are thrown away into the
environment as waste heat.

Let’s ignore the general issue of renewable en-
ergy for now. The basic fact is that when you burn
things to make electricity, the inefficiency of power

generation mean that a half to two-thirds of that en-
ergy is thrown away. That's not the case with wind
and solar, but many other forms of what are classed
as ‘renewable energy’ — such as woody biomass or
waste incineration — are also very inefficient at turn-
ing the energy in the fuel into usable electricity.

Overall then: Two-thirds of domestic energy is
supplied as natural gas; one-fifth as electricity; and
the remaining tenth as mostly coal and oil. Or to put
it another way, the energy wasted from power sta-
tions is about the same as the energy in the natural
gas supplied to houses.

Now ask yourself, when has a politician ever
gone on TV and talked about the ecological scandal
that is power generation in Britain — where we throw
away most of the energy we put into power stations.

The political failure of Britain’s energy policy isn’t
simply an issue of fossil fuel versus renewable, or
insulation versus energy imports. The failure of en-
ergy policy is that is cannot engage with the engi-
neering complexity of how that system works, be-
cause that technical complexity challenges so many
political assumptions.

Instead, politics has left such detailed decisions
“up to the market”, and for the past forty years that
market has systematically asset-stripped Britain’s

shore — in much the same way as happened to the
privatised water, transport, or steel industries.

The reason this has come about is that energy,
like water or telephones, is not a true ‘market’: It is a
of operation are politically set in order to meet ideo-
logical objectives; and where the companies in-
volved make large political donations in support of
those policies. Under that process technical barri-
ers, changing global trends on energy and the envi-
ronment, and most notably ‘the public good’, are
generally ignored in order to maintain that question-
able ideological construct of, ‘the market'.

The collapse is ‘in the post’

In the early 2000s, many researchers looking at
the energy and finance system were expecting a
widespread collapse — because it was founded on
make-believe and supposition. That collapse duly
arrived in 2007’s ‘Credit Crunch’.
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Those who predicted the crash
expected wide-scale reform. In-
stead what happened was some-
thing no one thought possible:
Governments and central banks o 3
created hundred of billions of ‘free §

and finance houses — and much of
it ultimately ended-up in the pock-
ets of the world’s wealthiest 1%.
Many of those same re-
searchers are now fg i
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created by all that ‘free money’. Many also note the
correlation to the trends of the 1970s crisis.

Britain, though, is an exception: Here the crash is
going to be worse; and deeper, because of the fail-
ure to evolve and invest in infrastructure for the last
two or three decades.

The graph above shows Qffice for. National

the value of goods and services imported into
Britain. The collapse of manufacturing industry in
the 1970s & 80s meant that North Sea oil was the
last major source of foreign earnings. Since 2000,
with the peak of North Sea production, that figure
has been falling consistently. What does this mean?

As Britain imports more, more pounds have to be
sold on the international markets to buy those
goods. Together with the worsening economic situa-
tion in Britain, that means the value of the pound is
falling to levels not seen for decades — since the
last energy crisis in the early 1980s, before North
Sea production grew to meet most of our needs.

As the value of the pound falls that makes energy

the only remedy for that, high interest rates, would
also make the economy collapse faster too.
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ter’s entourage. This is not new. Britain has been
asset-stripped under successive governments:
1970s crash; then the North Sea; then public ser-
vices, education, and the NHS; and with the country
on the edge of a new crisis, new policy ideas like
omy ‘better’, they reinforce the economic policies of
the last four decades at ever-more extreme levels.

If the Winter of 2022/23 is exceptionally cold then
the risk of the power grid failing is far higher. As |
explain in.a.recent.videg, because power is at the
root of modern society, that causes everything else
to collapse — accentuating the crisis.

casts out there, but forecasts are not destiny. And what
we shouldn’t be doing is talking ourselves into a reces-
sion. We should be keeping taxes low.”

make the crisis even more certain. What we have to
ask is, to what extent this a deliberate ideology?

In conclusion, what we are talking about here is ‘The Shock Doctrine’ — the plan
developed by neoliberal thinkers in the 1970s to utilise economic crises in order to justify
the enactment of draconian economic reforms. Freed of legal restrictions from the EU, this

government bent on a major neoliberal policy shift, the public will have little opportunity to
oppose these changes. The key point, though, is that these changes do not avert the crisis.
What they do is perpetuate the ‘managed democracy’ that has driven the ever-more extreme

economic exploitation of Britain for the last forty years.
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