
Introduction to Charles Hendry for his talk on “Keeping the lights on in the 

UK”. 

David, thank you very much indeed and can I begin by thanking you all for 

doing me the honour of appointing me as your next President. It is a 

tremendous privilege to be taking on this role and also to be working with so 

many people in this organisation who I got to know and respect both in my 

time as Shadow Minister and then as Minister.  

I think all good books start off when their authors give their acknowledgement 

and thank everyone for their contributions, but then they accept responsibility 

for all mistakes, which clearly I ought to do, as a Minister who had fantastic 

advice from so many of you but may not have always followed it to the letter!  

Thank you also particularly to David Howell. I found as a Minister something 

incredibly reassuring and really rather wonderful about working with a fellow 

minister who had seen so much of what we were doing before and who is such 

a beacon of continuity over decades. I remember one particular conversation 

where we were fretting and fussing about a particularly challenging and 

international issue and David said he had recalled that he had dealt with the 

same issue 27 years ago, so he went that night and looked at his notes and the 

advice then was “X” and it still stood the test of time and 27 years later, it was 

as right and as relevant as it had been all those years ago!  

I think - particularly at a time where building good relations with the partners 

from whom we imported so much of our fossil fuels has become so critical - 

having someone with David’s experience has been invaluable.  Unlike me 

(when I went off to see visiting governments, we would be requesting 

audiences at high levels) but when David went, it was the Head of State who 

was commanding him to come and see them, as they treated him a bit like a 

cross between a visiting Royal and a family friend because he had known them 

over so many years and built up such a strong relationship.  It made the job of 

engaging with them as Ministers that much more straightforward and you 

were an absolutely fantastic ministerial colleague and I think your services to 

government were sadly missed, but I am delighted to have the chance to 

follow in your immensely big footsteps in this new role. 



In terms of looking at how we keep the lights on, I think that phrase has 

become slightly hackneyed. I think most of us recognise that this is not really 

about keeping the lights on - certainly in the medium term, the issue is more 

likely to be that for a few hours of a few days, there would be energy shortages 

and electricity shortages.  But that is going to be bad enough and it is 

something which government has to take profoundly seriously, because I think 

the first role of government in energy policy is to deliver energy security. 

There are a number of different aspects of security that I think we need to take 

into account in looking at that. 

First of all it, does mean enough generating capacity to ensure that there is 

supply when it is needed and that is one of the mountains we need to climb at 

the moment. We face the biggest ever need for investment at a time when 

there is the biggest ever uncertainty about how it is going to be delivered.  So 

government has to put in place a framework which will help to secure that, 

and it means a mix, I think, of different generation types.  

There needs to be base-load; we need to be a harnessing of our own 

resources; there needs also to be enough flexible generation in order that we 

ensure we have back-up for the variability that come with most forms of 

renewables. 

However, we also have to be clear that we have not seen enough built over a 

long period.  

The challenge we face at the moment is because of a failure over years to 

replace power plant that was coming towards the end of its life and so we have 

to question I think, how the role of the market works in terms of delivering the 

plant which we need. In many ways, if you look at the periods where we have 

enjoyed great stability and security, it was brought about in part by the CEGB, 

and also it was a time when we had our own abundant sources of gas - people 

were keen to invest as they knew that was going to be the ‘fuel of choice’ for 

some years to come.  

It is much more challenging when you are net importers, in terms of where you 

are going to get your fuel from, and you need a much more structured 

government approach to give indicators to where that investment needs to go.  



One of the challenges we face is whether that new plant can be delivered in 

time?  When I took on the shadow ministerial role nearly 8 years ago, people 

were saying there was no crunch coming. Then people started saying, well, 

maybe there is, but it would be in the early 2020’s.  Now, it is in the latter part 

of this decade and the debate is whether it is the DECC view that it will happen 

around 2018 or the OFGEM view of 2016. 

One of the things we need to be aware of is that with strong positive economic 

signals, the fall in unemployment today and signs of return to growth, then 

that may actually bring forward further the time when we face the crunch, as 

demand picks up.  So, we know it is coming and there are not many forms of 

generation which can be built in time to meet a gap which is emerging perhaps 

in the next 5 years. It is why I started to rewrite the policy towards gas, 

recognising the critical role which gas needs to play in our energy 

infrastructure going forwards. 

The second aspect of security is resource security and I think we make a strong 

case that indigenous sources of supply have a greater degree of security over 

those where you are import dependent - even from very benign and good 

trading partners such as Norway and Qatar.  We saw that just a couple of 

winters ago in a particularly cold period, where there was a freezing up of the 

Langeled pipeline which is our most important import source by pipeline.  Even 

though it was not to do with any political interference - it was something 

technological which caused the challenge - it highlights the importance of 

harnessing our domestic sources of generation, be that nuclear, renewables or 

gas.  And it brings us to the whole debate about shale.  

Most of us have views about shale, but we cannot know what shale can 

contribute, until we have done much more work to find out. We can make 

assessments now through the RGS and others of how much gas may be ‘in 

place’ but what we do not yet know is how much of that will be extractable. 

What we have seen in countries like Poland are some of the big players 

deciding that that was not a good enough resource, or sufficiently extractable, 

for them to focus on and they have now moved to other markets.  My own 

sense is that shale will be a global game changer, but it is too early to know 

whether it is a domestic game changer in its own right as well.  



It also brings up the importance of the North Sea. We should be pursuing 

policies which will encourage us to get every drop which is possible out of the 

North Sea.  One of the frustrations I have, when you see regular changes in 

Ministers, is that they probably only go to Aberdeen once.  And for something 

which is so fundamental and so important to our energy interests as a nation, 

then it should be a location they are going to on a bi-monthly basis at least, in 

order to encourage and understand that industry.  

Over recent years, since the tax changes, we have seen a real enthusiasm 

amongst Treasury Ministers and others to engage and recognise the long-term 

importance of the North Sea to this country. It is all too easy to assume that 

this is the tail-end of an industry where there is not much of a resource left. I 

think those of us who have been closer to it recognise that it is in decline but 

that is a very long decline which could be 30-40 years of massive wealth 

creation for this country. 

Sir Ian Wood, who is heading a review for the government at the moment, said 

the difference between the policies as normal and policies designed to 

maximise extraction would be between 11-25 billion barrels of oil. Well those 

14 billion barrels of oil are worth a trillion pounds to the British economy and 

so this is something of massive national importance and I am delighted to see 

the combined support for the North Sea which we see from Treasury and DECC 

and from all other government departments. 

The third aspect of security, I think, is environmental security.  That means that 

we do need to be decarbonising our economy; and we need to be bringing 

forward the generating sources which we will do so in a low carbon way. We 

have legally binding targets both for 2050 and for 2020 and there needs to be a 

fundamental shift towards lower carbon sources of generation. 

The fourth aspect of security is affordability. This has been put on the front 

pages of our newspapers recently in a way that has not been the case before. I 

used to say as Energy Minister I had a frustration that in an area which was so 

exciting, so dynamic and so positive, energy was often relegated to the back 

pages, to the business pages, and I wanted to see it on the front pages.  Now I 

have seen it on the front pages, I rather wish it would go back to the business 

pages!    



It is something where we are now going to have an ongoing debate but we 

have to change the terms of that debate, because it is profoundly damaging to 

our future prospects of attracting investment.   

People are categorised as either being ‘pro-consumer and anti- business’ or 

‘anti-consumer and pro-business’, but at the end of the day, the only way we 

can look after the interests of consumers is if we secure the new investment 

which is necessary. And that means we have to be resolutely pro-business - not 

just the big six, but we certainly cannot do it without the big six being involved 

in that process too.  

We then need to look at how we can deliver this vast amount of investment 

which is necessary. There is uncertainty. People always say there is too much 

uncertainty, but where you have choices you inevitably have uncertainty.   

If you are Norway, you know you will get your renewable generation from 

hydro. If you are Iceland, you know it will be from geothermal. If the Saudi’s 

are looking to diversify into renewables, they are looking at concentrated solar 

power, but in the UK, where there are so many different technologies which 

can make a contribution, there is inevitably going to be uncertainty unless 

government sets out in a dictatorial way exactly what the mix should be going 

forward.  

So I do want to see a vibrant market, but I think we also need to recognise the 

limitations of that and that government is central to establishing the 

framework. 

As I said earlier, the security which we have enjoyed came very much from the 

building of plant that happened under the CEGB, but it was competition which 

delivered the real benefits to consumers – an area where David had been so 

instrumental as a Secretary of State.  

It was competition that drove down the prices in the UK, where for many years 

we enjoyed the lowest electricity and lowest gas prices in Europe - maybe in 

retrospect, we should have had slightly higher prices and more investment 

going in on a continuing basis to deliver the longer term security that was 

necessary.   



But, the market cannot deliver on its own.  If we are looking at some of the big 

low carbon technologies, they are very lumpy investments like a nuclear plant 

at many billions of pounds a shot. Offshore wind too, costs billions of pounds 

before you got any revenue streams coming forward at all.  So, if we are going 

to be seeing investments in those areas, there has got to be a structure which 

gives investors long-term certainty about the pricing and returns they are 

going to receive on their investment. 

Secondly we are having to appeal to international companies.  These 

companies are often based outside the UK with global ambitions and who will 

look at where the market is best for their companies.  If we do not give them a 

better a reason to come to the UK, they will understandably go to other 

countries. There is no obligation on them to come here, we have to be selling 

to them as to why this is a better market for them to come to. 

Also the technologies are often immature, so government signals are needed 

in order to show the respective balance between security of supply, better 

affordability and the importance that needs to be attached to low carbon.  

Some people will say this is like government historically picking winners and 

that it goes back to the old debate between VHS and Betamax (for those of us 

in the room who are old enough to remember tha!).  But it is actually not like 

that, because a plant which is put in place now will be there in 30, 40 or even 

60 years’ time and you do not have the luxury of being able to change your 

purchase decision soon afterwards, if you believe that the circumstances have 

changed. 

Now, all of the technologies that we can look to, have their advantages, but 

they all have their disadvantages as well and that’s why again I think we should 

be looking at a sensible mix of different technologies.  

I want nuclear to be part of the future.  I think it would be good for Britain to 

be a serious nuclear nation once again and particularly as we look forward to 

the next generation of nuclear technologies.  I want Britain to be one of the 

leading countries in developing that technology and we should be taking our 

rightful place as one of the pioneers of nuclear power in future generations.   



There are, of course, the big questions that David has referred to over the 

costs coming in more expensive than people had realised and anticipated and 

also the risk of what happens if something goes wrong. It would have been 

quite possible, post-Fukushima, that every nuclear reactor in the world would 

have been switched off for a period to understand whether there were issues 

there which we could have learnt from.  So, there are inevitable associated 

risks, which have to be taken into account and that again is why diversity is so 

important. 

Gas, as the IEA has said, is going to be abundant but we should not assume it is 

going to be cheap.  Just as seismic assessment and horizontal drilling has 

opened up areas which were unthinkable a few years ago for exploitation, 

demand is going to be going up as well, as countries like Japan and Germany 

move away from nuclear, and countries like China and India resume their fast 

rates of growth.  So, if gas is going to be part of it, then I think we actually need 

a gas storage security policy in there as well and to me that means, actually 

doing more to incentivise investment in gas storage than is currently the case. 

I see coal with CCS - and potentially gas with CCS - as being an important part 

of that mix too, but you cannot build a policy on a technology which has not 

yet been proven at scale or where we do not know the costs, but it could be a 

major change going forward. 

And renewables, for all of the fact that they are clean and that they are local to 

us, do have the issues of the costs - which in some areas will come down more 

than others - and the issue of the intermittency. 

I suppose if I look back at the change that I made most as Minister it was 

stopping thinking about how we use our own resources to tackle our own 

problems, to how do we use the wider range of resources to tackle our 

problems in the UK. How do we tap into where onshore wind is most 

powerful?  How do you tap into Iceland’s geothermal?  How do you tap into 

the potential for tidal power in Alderney and the Channel Islands but perhaps 

linked into the French nuclear beyond that? How do you harness these 

resources and bring them to the market using modern methods of 

interconnection?   



I do think that is going to be one of the changes, because what we want to 

ensure is that we are not building a new gas plant simply to be on standby for 

when the sun does not shine or the wind does not blow. There is no economic 

case for doing that and so we need to find a way of providing low carbon 

backup and including using storage as a way of addressing the challenges 

which are there. 

Government can give messages in different ways.  It can do it by regulation, by 

saying that you must decarbonise in these ways over a given period of time or 

it can do it through financial signals. Through the market reform process, what 

we are looking at now is a range of measures to stimulate investment and to 

encourage that money to come into the UK. At its most basic it is a long-term 

price guarantee.  The ‘contracts for difference’ for nuclear will not essentially 

be a subsidy, but something which gives long-term clarity. 

But in other areas it needs to be a subsidy - and all emerging technologies have 

needed subsidy in their early years.  Oil and gas has had it historically.  Nuclear 

has had it - we are still spending half of DECC’s budget on nuclear 

decommission, so there is continuing subsidy today for historic nuclear. The 

Treasury has offered financial support for the development of shale gas and so 

subsidy is an entirely legitimate and proper part of that process, but it needs to 

be done in a way that tries to wean these technologies off subsidy at the 

earliest opportunity, rather than remaining dependent on subsidy. Subsidy 

should be a way of driving prices down and ultimately moving to an auction 

approach so that the capacity investment goes where it can deliver low carbon 

generation at the lowest cost to consumers. 

That’s where electricity market reform is taking us through a combination of 

the contracts for difference, combined with a capacity mechanism to try and 

bring forward more investment in gas and also with the carbon floor price to 

give some greater long term clarity to investors.  And alongside this, there is a 

new and much more intense approach towards energy efficiency, because the 

one thing which we know can help us in meeting the crunch in the second part 

of this decade, is a much greater focus on energy efficiency - and the demand 

projections which we are seeing from DECC is one of the most encouraging 

signals of all. 



However, what we cannot deal with in this equation, given the challenges we 

face, is greater political risk and I think what we are seeing at the moment is 

more political risk associated with the UK.  This is no to make a political point, 

but it is simply when there is uncertainty about future direction, that pushes 

up the cost of capital - it does not make it unfinanceable, it just makes it more 

expensive to finance it.  If we are going to deliver the amount of investment 

which is needed in a way that actually reflects the needs of affordability and 

the consumer’s interests, then we have to eliminate political risk as much as 

we can. I say that, recognising that at the moment that we have got higher 

elements of that than we have had for some significant time, but I think it is 

beholden on all of us involved in this space to try and create a long-term 

picture and long-term stability to reassure investors.  

So I think we can deliver the security of supply which we need. I think we can 

do it in a way which is low carbon and I think we can do it in a way that reflects 

the interests of consumers, but it is a challenge.  Above all, what we have to do 

if we are going to achieve that, is to do it in a way that unleashes the energy, 

the drive, the ambition, the innovation which we find in our universities and 

businesses, because they are way ahead of government in terms of what they 

can achieve.  

Government is often regulating or challenging a problem which is gone. One of 

the things I learnt as a shadow Minister and a Minister, is never believe the 

absolute truths - because the absolute truths change over time. When I took 

on the brief in 2005, I was told for absolute certainty that peak oil was almost 

upon us, peak gas was shortly behind, shale gas would never deliver anything 

of any substance and the future for vehicles was all going to be electric or bio 

fuels. We all know now that we will very probably see peak demand for oil 

ahead of peak supply. We know that peak gas is simply a fanciful notion, that 

shale gas is changing the way we think about so many different things and 

nobody took account of the innovation of the motor companies, so that cars 

which used to do 40 miles per gallon can now do 100 mpg.  

So what government must do is to unleash that potential from any of the 

companies and institutions represented in this room, because you, ultimately 

much more than government, hold the keys to our future success and our 

future security. 


