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Foreword  
Great Britain, once a major exporter of both oil and gas, has recently become a 
net importer and the gap between consumption and production is increasing. The 

electricity generating system is aging, and commentators argue that a lack of 
political decisions is delaying necessary investments.  
 

The British dilemma is also Europe’s:  
– Growing dependence on energy imports, concerns for security of supply 

– Need for policies to stimulate future energy investments 
– The challenge of developing cost effective technologies for decarbonization 

 
The NOG seminar will address this dilemma and highlight the following issues: 

– The British energy balance; consumption and supply trends; perspectives 

for the oil and gas production 
– When modernizing the energy system, which options will Britain opt for: 

coal, nuclear, renewable energy or more imported gas?  
– Investment needs and political challenges 
– Consequences regarding the security of supply for Britain and Europe 

– What can Sweden learn? 

 

Speakers: 
Alex Kemp 

Professor of Petroleum Economics, 

 Director, Aberdeen Centre for Research in Energy Economics and Finance (ACREEF) 

University of Aberdeen Business School 
 

Dieter Helm 
Professor of Energy Policy at the University of Oxford and a Fellow of New College, 

Oxford 

 

Moderator: 

Staffan Riben  
Consultant, former Statoil executive, and chairman of NOG’s Program Committee 

 

 
 
This abstract is a summary of the seminar written by the secretariat of NOG. 
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Alex Kemp pointed out that the UK relies on indigenous production of oil and gas and 

increasingly on imports. Imports are not necessarily more risky per se. Diversity of supply 

gives higher security, while dependence on few supply sources or elements of infrastructure 

can entail risks. 

Gas production grew steadily from the late sixties until about 2000. In the first decades 

production and market introduction were managed under state domination. Gas was directed 

to the domestic market to replace coal and fuel oil and prices were controlled. To ensure 

security of supply, long term import contracts were entered with Norway. The price controls 

and imports held back exploration and development activities on the UKCS. 

From the mid 1980s development of production increased and the state monopoly (British 

Gas Corporation) was privatized. As the market fundamentals moved towards abundance of 

supply this liberalization entailed very low risk. 

Increased interest in security of supply for oil grew following the Suez crisis in 1967 and the 

oil crises of 1973-1974. Production from the UKCS grew rapidly from 1975. A state oil 

company (BNOC; later Britoil, privatized in the second half of the 1980s) was formed to 

increase control, but had limited influence. The government promoted domestic refining of 

UKCS crude oil to enhance supply security. Product imports and exports have grown, because 

of a mismatch between the domestic refinery configuration and the product structure of UK 

demand. 

The UK reached self sufficiency in 1980 and became a net exporter of oil. Since 1999 oil 

production has fallen steadily, and the country is now again a net importer. Falling production 

from larger fields has to be replaced by a growing number of smaller fields, with shorter 

depletion times. 

Alex Kemp summarized modelling of the prospects for the future oil and gas production on 

the UKCS made at the university. Exploration and discovery trends, technical, economic and 

industrial capacity factors were used to generate different scenarios until 2040. In a “high” 

scenario, production is substantially maintained during the next 10 years and then declines 

more sharply, while a “low”scenario shows continued, steady decline. In both scenarios, total 

hydrocarbon production will have fallen to between 1 and 0,5 million boe per day at 2040 

(from approx. 2,5 million boe per day in 2009). 

Professor Kemp pointed out that the UKCS infrastructure is complex and some key facilities 

are very old. On the other hand oil and gas are produced at some 300 fields, none of them 

accounting for a major share of the total production. 

For gas it appears that domestic production and import capacity (but not necessarily 

molecules of gas) will be able to rather comfortably meet demand until 2020 or so. The 

capacity should also be able to meet the normal winter demand, but it is much less clear 

whether the market could provide for disruptions to gas supplies. There may be a need for 

extended gas storage capacity; a discussion that is ongoing in the EU. 

Successful implementation of the UK low carbon transition plan will reduce demand for both 

gas and oil, but nevertheless substantial import needs will remain. 

Professor Kemp ended by reviewing the compulsory storage requirements for oil. Because of 

falling oil production the UK will have growing stocking obligations under EU and IEA rules 

(which are being harmonized to require stocks corresponding to 90 days of net imports).  

Alex Kemp, Professor of Petroleum Economics, 
 Director, Aberdeen Centre for Research in Energy Economics and Finance 

(ACREEF) 
University of Aberdeen Business School 
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Dieter Helm began by emphasizing that the energy contexts in the UK and in Sweden are 

substantially different. UK depends on coal and gas in power production, while hydropower 

and other renewables play a much more important role in Sweden. UK has relied to a large 

extent on market forces, “but, we are joining your world”; the world of nuclear and 

renewables and of government policies to bring about change. A massive technical change 

will be required. In power production – the main focus of Dieter Helm’s remarks – the most 

striking feature is how little technical change has occurred in past 100 years!   

Until 2000 UK had a comfortable excess of supply. The focus was to “sweat the assets”, 

rather than new investments. The results are seen now, an ageing infrastructure. Dieter Helm 

underlined that the UK will have to live with the consequences of previous decisions – for a 

long time! 

Policy cannot be made without objectives. Climate change is a new context, which politics 

now is trying to address by new targets and policies. So far UK has been doing well in 

reducing carbon emissions; this is however a result mainly of switching from coal to gas and 

of British deindustrialization. In fact, the carbon emissions from production have moved to 

other countries, while Britain’s consumption of goods that caused the emissions in the first 

place has grown. 

Now UK’s policies are driven by EU’s 2020-20-20 framework. 2020 as a target year is not 

sensible. Until that time a number of the main options cannot be realized: new nuclear 

capacity and CCS in particular. That leaves the UK with wind power as the main option, 

delivering limited effect at very high cost. 

In addition to the 20 % reduction in carbon emissions, the UK has also adopted a target of a 

15 % share of renewables by 2020. This implies that offshore wind power would have to 

grow from 5 % to around 30 % in 10 years. The target is not credible and will probably have 

to be abandoned. An intellectual experiment: the transition to renewables, primarily wind 

power, will cost 100 billion £, perhaps more. Roughly the same reduction in carbon emissions 

could be achieved in a couple of years, at a fraction of the cost, by replacing about 4GW of 

coal fired power plant with two or three combined cycle gas turbine plants which would cost 

around £6 billion. 

Security of supply has not been a big concern, but Britain is now moving from self 

sufficiency to growing need of imports. There are massive investment needs in infrastructure 

and storage. A big question is how this will be achieved. 

The regulatory body Office of Gas and Electricity Markets nowadays acknowledges that 

“liberalization will not keep the lights on”. Politicians talk about more state intervention, 

while industry states that the current market won’t deliver. There are no credible targets, and 

the result is maximum uncertainty. 

Energy policy has been marked by lots of ad hoc policy interventions and policies tailored for 

specific technologies. A lesson to learn is that there is a cost to trying to politically pick the 

winners. 

Dieter Helm went on to summarize the options to address the challenges.  

Dieter Helm, Professor of Energy Policy at the University of Oxford and a 
Fellow of New College, Oxford 
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He underlined that climate change must be taken seriously. A general price on carbon 

emissions is not sufficient, but it is necessary. 

To maintain a capacity margin is a public good; the market will not provide that on its own. 

Capacity auctions tied to carbon emission budgets would be a method to achieve sufficient 

capacity. 

Increased focus on R&D is essential. Smart electricity grids and smart meters would make 

electricity use more efficient and curb demand. The development of hybrid and electric cars 

will mean that electricity can be stored on a larger scale. 

The unrealistic renewables target should be abandoned and be replaced by a low carbon 

obligation. There is potential for quick carbon reduction in the next decade through coal to 

gas substitution, taking advantage of the change in demand/supply balance brought on by the 

economic depression, and the rapidly increasing supply of gas.  “Potentially, we will be 

awash with gas for a long time to come.” Large scale non-conventional gas (shale gas) in the 

US frees up large volumes of LNG. In Europe there is good potential for non-conventional 

gas in Poland and elsewhere. 

In Europe gas competition should be kept open. Gazprom should not be allowed to integrate 

downstream in Europe. In this context Dieter Helm commented on the Nord Stream project, 

which serves primarily German security of supply interests at the expense of Poland and the 

Baltic states. This is an illustration of the lack of unified European policy. 

Finally Dieter Helm referred to further information in various publications and papers (listed 

in his presentation), particularly the 2009 book, edited by him and Cameron Hepburn, The 

Economics and Politics of Climate Change (see 

http://ukcatalogue.oup.com/product/9780199573288.do?keyword=helm+and+hepburn&sortb

y=bestMatches). 
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