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Windmill tilting 
 
Salmond’s Green Dream is dependent on English Gold 
 
Daily Mail 3 rd November 2012 
 
Aside from Scottish independence itself, renewable energy is Alex Salmond’s greatest 
political passion. Not poverty, not education, not healthcare, but the vision of a Scotland 
powered by the natural forces of wind, wave and tide. 
 
According to his biographer, David Torrance, “on this he’s been remarkably consistent 
from his undergraduate days until his first term as First Minister. He’s zealously pursued 
renewable energy initiatives, from developing electric cars to a new generation of 
offshore wind farms.” 
 
In Glasgow on Monday Mr Salmond announced an ambitious acceleration of renewable 
energy investment in Scotland. Already the aim is that we should produce enough 
renewable electricity to match all of our consumption by 2020. Last year, 35% of our 
electricity came from renewable generators, mainly land based wind farms, well ahead of 
target. So the First Minister told the Renewables UK conference in the city that a new 
interim target would be set, ‘ambitious but achievable’, of half of the country’s electricity 
needs  being met from renewable sources by 2015. 
  
Of course, this does not mean that Scotland’s energy production as a whole will all come 
from clean fuel. As Green MSP Patrick Harvie pointed out, Scotland’s greenhouse gas 
emissions are still on the rise. Consumption of fossil fuels for transport and heating 
continues to go up. But nonetheless Mr Salmond appears to be getting closer to his 
dream. 
 
Or is he?  
 
The problem is that the First Minister’s passion for green energy is at odds with his 
obsession with Scottish independence. The reason is that Scotland’s renewable energy 
industry is dependent on subsidies from England – which would be in jeopardy if 
Scotland separated from its southern neighbour. 
 
With the exception of hydro-electric power, all renewable energy costs more to produce 
than that from conventional sources such as gas. Even land based wind farms, the 
cheapest renewable option, suffers from the fact that it is weather reliant and the power 
needs to be transmitted across long distances from dispersed sites. Since most green 
technologies are not economically viable, therefore, production needs to be subsidised.  
 
The main mechanism for this is that government forces power companies to source a 
proportion of their energy from renewable sources. The higher overall cost of energy is 
passed on to the consumer in the form of higher bills. This obligation, together with other 
green regulations and the additional infrastructure needed to connect renewable 



 2

generators to the grid, accounts for a large proportion of the recent rise in fuel bills – up 
to 40% of it according to British Gas. 
 
Green enthusiasts hope that the cost of renewable energy will fall as technologies mature. 
But even if this happens, the subsidy needed to keep them viable is likely to increase, and 
not just because we’re building more wind farms. 
 
The signs are that world energy prices will fall in the medium term. The main driver of 
this is the advent of new technology to extract natural gas from rock shale. This is already 
transforming the energy market. Shale gas has already halved the price of gas in the US, 
which is set to become a net exporter of the fuel by 2016. Last week the giant Russian 
gas company Gazprom, which supplies 25% of Europe’s gas, announced a 23% fall in 
profits as prices with its main customers were negotiated lower.  
 
Even if shale gas is not exploited in Britain (and renewable lobbyists are already 
manoeuvring against it), the global fall in prices will feed through here. 
 
As a result, while the costs of energy from all sources might come down, the subsidies to 
keep renewable producers solvent will continue to grow as a proportion of consumers’ 
bills, as the sector expands and the cost gap with conventional energy widens. 
 
And since the great bulk of British energy consumers do not live in Scotland, much of the 
subsidy is transferred here from other parts of the UK. 
 
The maths is simple. More than third of Britain’s renewable energy production is based 
north of the border. But Scots consumers contribute less than a tenth of the subsidy, 
roughly in line with their share of the UK population. That means about a quarter of 
green subsidies are transferred from households and businesses in England, Wales and 
Northern Ireland to Scotland. 
 
In 2011 the total value of green subsidies was £1.4bn, and about £330m of this was 
transferred cross-border from south to north. This figure has undoubtedly grown over the 
last year, and will mushroom further as the renewable energy industry expands. 
 
The question, then, is what happens if Scotland votes for independence? Will English 
consumers still be prepared to subsidise a renewable energy industry that will then be in a 
foreign country?  
 
If they don’t, Scots households could have to pay the whole subsidy themselves. The 
latest figures show that the average UK household is paying about £80 a year to subsidise 
wind farms and other renewables. If Scots consumers had to foot the bill in its entirety 
north of the Border, this figure would be more like £220, playing havoc with household 
finances.  The impact on business, especially in energy intensive sectors like 
manufacturing, would be even worse, damaging our hopes for a strong recovery from the 
current recession.  
 



 3

The alternative is that the renewable sector in Scotland will have the rug pulled up from 
under it as Scots politicians baulk at inflicting such a burden on voters and the economy.  
 
This is the scenario that investment bank Citigroup warned of a year ago. Its analysts 
estimated that the renewable energy sector in Scotland would need £4 billion of subsidies 
to meet its 2020 targets, the equivalent of an intolerable £1,700 a year from every 
household if the burden was borne by Scots alone. It warned that energy investors should 
exercise ‘extreme caution’ because of the political risk inherent in a Scottish market 
threatened by independence but reliant on English subsidies. 
 
The warning was subsequently echoed by SSE, once of Scotland’s two main energy 
companies, which warned of a ‘risk premium’ to investment in Scotland caused by the 
uncertainty of Scotland voting for independence. 
 
The SNP denies there is an issue, claiming that the rest of the UK will still have to meet 
its renewable energy targets somehow, and so will be forced to import green power from 
Scotland, whatever the cost. Alex Salmond has said that much of the renewable energy 
produced in Scotland would help "keep the lights on" in England. “In order to get 
anywhere near the renewable energy obligations that London is going to have, England is 
going to have to have Scottish renewables from the sea.” 
 
One recent report seems to back this theory up. A company called Element Power is 
developing plans to import wind generated power from Ireland via a new £6bn 
interconnector across the Irish Sea. This would avoid the need to build more wind farms 
on sensitive sites in England and Wales. But would English and Welsh voters really be 
prepared to pay a premium for power generated abroad? After all, the high cost of green 
energy is usually justified on the grounds that investment in wind farms and the like 
create thousands of jobs. If those jobs are all in foreign countries, then why bother? 
 
It seems more likely that the subsidy regime will be adjusted to favour renewable 
investments in the rest of the UK – offshore wind off the coast of England, for example, 
or tidal power in the Severn estuary. 
 
Revealingly, UK government ministers seem to agree with this. Liberal Democrat Energy 
Secretary Ed Davey told the Scottish Parliament energy committee “if an independent 
Scotland decided it want to continue this laudable aim of going for 100 per cent 
renewable energy, the question then is who is going to pay for that. Would it be 
consumers in England, Wales and Northern Ireland being asked to pay for the electricity 
generation from an independent Scotland?” 
  
He went on to say, “paying for renewable energy – while we have a subsidised system – 
has to be paid for and it would seem rather odd for England Wales and Northern Ireland 
to subsidise generation by a different country.” 
 
That is if the subsidy regime in England survives at all. At the same conference in 
Glasgow at which Alex Salmond lauded the Scottish renewables sector, the Tory UK 
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Energy Minister John Hayes sounded a very different note. He briefed journalists that the 
spread of wind farms should be brought to a halt, with a moratorium on new turbines 
after those already in the planning system. 
 
He was quickly slapped down by his boss Ed Davey, and the Prime Minster confirmed 
that there had been no change in energy policy. But the signs are there for all to see. 
Wind farms are deeply resented in the Tory shires, as the appointment of Hayes, a noted 
wind farms sceptic, at the recent government re-shuffle signifies.  
 
At the same time the subsidies themselves – and their cost to UK plc - are being 
increasingly questioned from the Chancellor downwards. 
 
With hostility in England growing not just to wind farms but the subsidies needed to pay 
for them, and pressure growing on the government from ever higher energy bills, it seems 
entirely possible that the subsidy regime will be re-thought altogether, particularly if 
Scottish influence over policy is removed from Parliament by independence. 
 
But at the very least subsidies will be diverted away from ‘foreign’ producers in Scotland 
to ‘domestic’ ones in England and Wales. 
 
Of course, this prognosis might be wrong. Government and consumers in the rest of the 
UK might be happy to continue sending their gold north of the border as Alex Salmond 
assumes. But it’s a mighty risk. And it’s another example where the SNP’s economic 
policy – and Scotland’s future - is reliant on the goodwill of the English.  
 
As with renewable energy, the SNP’s policy on interest rates, the currency and monetary 
policy involves keeping the pound but relinquishing influence and handing power to what 
will be a foreign central bank with no requirement, aside from goodwill, to look after 
Scottish interests. 
 
Such goodwill among our erstwhile compatriots could well feel a little stretched after 
independence negotiations. These will have to sort out not just energy subsidies but 
wrangles such as who owes what for bailing out the Scottish banks, how to allocate the 
national debt and who pays for the costs of divorce, including moving military bases and 
government departments.  
 
We must hope that such matters can be settled amicably. But either way, Alex Salmond’s 
green energy dream will be reliant on the benevolence of English consumers. So as with 
monetary policy, independence will mean the opposite of what it says. Instead of 
Scotland gaining control of the key economic levers it will lose them to a foreign power. 
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