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Background 
- Inflation has been rising sharply since early 2021. Consumer prices, as measured by the 

Consumer Prices Index (CPI), were 10.7% higher in November 2022 than the year before. 
- 92% of adults in the UK reported an increase to living costs in November-December 2022, 

with 88% noting rising energy bills as the driving factor. 
- Energy price spikes are mostly driven by the volatile nature of fossil fuel prices and, in part, 

by Russia’s invasion of Ukraine due to reductions in gas supply.  
- On 8 September 2022, the then Prime Minister Liz Truss announced an energy support 

package, which capped the unit cost of gas and electricity for households from October 
2022. Following this, in the Autumn Statement 2022, Chancellor Jeremy Hunt announced 
that the EPG would continue some support for households from April 2023 until March 
2024. 

- While the immediate focus should be on reducing consumer prices, beyond this there is a 
vital opportunity to ensure the creation of a less volatile system, by swapping out expensive 
fossil fuels for cheap renewables and meeting our net zero commitments. 

 

How are fossil fuels connected to the cost of living? 

- The UK is heavily dependent on gas for energy, with 85% of homes using it for heating and 

more than a third of electricity supplies coming from gas power plants. 

- Both agricultural production and the food chain are fossil fuel intensive- due to the need 

fertiliser, storage, transport, and processing. The price of food and non-alcoholic drinks has 

spiked, being 16.4% higher in November 2022 than the previous year, the highest rate of 

increase since 1977. Fertiliser production relies heavily on fossil fuels and the price of 

fertiliser has risen significantly since the conflict in Ukraine. Russia is a major exporter of 

fertilisers and restrictions on exports have exacerbated price spikes on world markets. Food 

storage and transportation prices have increased in line with fossil fuels, as well as food 

processing which relies on natural gas for 58% of food processed in the UK. 

- The cost of petrol and diesel has also experienced volitivity. On July 4 2022, petrol was an 

average of 191.6 pence per litre and diesel 199.2 pence per litre, breaking new records. 

- A reliance on imported gas and international markets can result in significant price. 

variations, leading to soaring prices for bill payers. This rise in prices contributed to BP, 

ExxonMobil, Chevron, Shell and TotalEnergies making a joint profit of $91.5 billion in the first 

four months of 2022. 

 

What can be done to improve the UK’s energy security? 

- A rapid deployment of green technologies is needed to cut bills and create a resilient energy 

system that works in the long-term. 

https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/november2022
https://www.ons.gov.uk/peoplepopulationandcommunity/wellbeing/bulletins/publicopinionsandsocialtrendsgreatbritain/latest
https://www.gov.uk/government/speeches/pm-liz-trusss-opening-speech-on-the-energy-policy-debate
https://www.gov.uk/government/speeches/pm-liz-trusss-opening-speech-on-the-energy-policy-debate
https://www.gov.uk/government/publications/autumn-statement-2022-documents/autumn-statement-2022-html#policy-decisions
https://www.theccc.org.uk/wp-content/uploads/2017/01/Annex-2-Heat-in-UK-Buildings-Today-Committee-on-Climate-Change-October-2016.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1006701/DUKES_2021_Chapter_5_Electricity.pdf
https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/november2022#:%7E:text=the%20rate%20would%20have%20last%20been%20higher%20in%20September%201977
https://commonslibrary.parliament.uk/research-briefings/cdp-2022-0147/
https://commonslibrary.parliament.uk/research-briefings/cdp-2022-0147/
http://pure-oai.bham.ac.uk/ws/files/58789635/1_s2.0_S0924224417303394_main.pdf
https://www.gov.uk/government/statistics/weekly-road-fuel-prices
https://www.washingtonpost.com/world/2022/08/08/oil-companies-profits-inflation/


   
 

   
 

- While this shift will involve initial investment, findings show if already deployed, these 

upfront costs would have begun to pay off in the form of lower bills for households, as well 

as stimulating economic growth in industries such as building, car manufacturing and 

renewables. 

- The government can drastically improve energy security by increasing investment in 

domestic renewables and phase-out gas. Guarantees on the security of supply, adoption of 

policies to support flexibility and storage, and new ambitions to deploy greater onshore 

wind and solar will limit reliance on expensive imports and advance energy independence. 

- A new report by the Environmental Audit Committee shows cross-party support to advocate 

for a national war effort to insulate homes and recommends a faster move away from fossil 

fuels, with greater focus on tidal power and onshore wind. 

- Onshore wind is one of the lowest-cost, scalable electricity generation technologies in the 

UK. Energy produced from onshore wind is up to ten times cheaper than gas, at £42 for a 

unit of electricity (a megawatt hour), compared to up to £539.59/MWh for gas on the 

wholesale market. This year’s Contracts for Difference (CfD) auction alone secured enough 

wind and solar capacity to power 12.5 million homes, which will save billpayers an expected 

£58 a year.   

- Energy efficiency investments will also reduce vulnerability to supply shocks. Ensuring 

homes are better insulated will reduce energy demand for heating, and in turn gas. Home 

retrofits could cut heat demand by as much as 90% and retrofitting 11 million homes would 

cut peak domestic heat demand by over 40%, reducing vulnerability to price shocks and high 

bills. The 2019 Conservative manifesto pledged £9.2 billion in energy efficiency schemes, 

however annual spending has fallen short, following the scrapping of the Green Homes 

Grant.  

 

How will a green transition impact household bills? 

- Analysis from ECIU finds that if the UK had not delayed the deployment of renewables, 

insulation, rooftop solar panels, heat pumps and electric vehicles, some households could 

have saved around £1,750 on bills in 2022. Similarly, food bills this year have risen by more 

than £400 per household due to the impact of climate change and oil and gas prices on the 

farming and food system, amounting to an additional cost of £2,150 in annual bills. 

- Electric vehicles have lower running costs than petrol and diesel cars, with the average cost 

to charge being 9-11p per mile of driving, in comparison to 20p per mile for petrol. 

- Heat pumps are cheaper to run than gas boilers, with an average annual gas heating bill 

estimated to be £559 more than an average heat pump counterpart. 

 

What do voters think? 

- Polling by YouGov found 77% of the UK public say the government is not doing enough to 
help people struggling with the cost of living. 

- Polling by Ipsos Mori showed that a majority of Britons, 71%, supported greater investment 
in renewable energy in the UK, compared to just 7% who actively opposed it. In the same 
survey, a slim majority (51 per cent) supported ending investments in coal, oil, and gas 
projects abroad. 

- According to public opinion polling by Public First, 76% of people support government 
funding for energy efficient upgrades to homes, whilst just 10% oppose. 

https://ca1-eci.edcdn.com/Cost-of-not-zero-in-2022-ECIU-Dec22.pdf?v=1672398706
https://committees.parliament.uk/publications/33366/documents/180604/default/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1088875/contracts-for-difference-allocation-round-4-results.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1088875/contracts-for-difference-allocation-round-4-results.pdf
https://www.renewableuk.com/news/610619/Biggest-ever-auction-secures-record-amount-of-low-cost-renewable-energy-capacity-.htm
https://green-alliance.org.uk/wp-content/uploads/2021/11/reinventing_retrofit.pdf
https://green-alliance.org.uk/wp-content/uploads/2021/11/reinventing_retrofit.pdf
https://www.conservatives.com/our-plan/conservative-party-manifesto-2019
https://ca1-eci.edcdn.com/Cost-of-not-zero-in-2022-ECIU-Dec22.pdf?v=1672398706
https://www.nimblefins.co.uk/how-much-save-electric-car#:~:text=The%20average%20cost%20to%20charge,just%20over%2020p%20per%20mile).
https://octopus.energy/blog/heat-pump-running-cost/
https://octopus.energy/blog/heat-pump-running-cost/
https://yougov.co.uk/topics/consumer/articles-reports/2022/08/25/cost-living-crisis-one-four-have-had-cut-essential
https://www.ipsos.com/ipsos-mori/en-uk/britons-climate-change-priorities-august-2021
https://static1.squarespace.com/static/5e1ee218fbeca217fe06a421/t/603e489db724a91ac57002d1/1614694563707/Public+Opinion+-+Tax+Rises+in+the+Post-Covid+Recovery.pdf


   
 

   
 

- Research by Bright Blue also found high public support for offering financial subsidies for 
installing better home insultation (69%), switching away from natural gas heat in homes 
(62%) and subsidising solar panels for homes (69%). 

- The UK Climate Assembly supported a ban on sales of new gas boilers from 2030 or 2035 
(86%), changes to VAT on energy efficiency and zero carbon heating products (68%), and to 
raise money through taxation and government borrowing (65%). In addition, 80-90% wind 
and solar power for electricity supply, compared to 34% for nuclear and 22% for fossil fuels 
with Carbon Capture and Storage. 

http://green.brightblue.org.uk/publications/2020/10/12/going-greener
https://www.climateassembly.uk/report/read/in-the-home.html#in-the-home

