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Deep Dive

Despite Oil Shock, Green Tech Faces Headwinds
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Why Burnham should back Britains

new clean energy system

No more North Sea drilling
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Andy Burnham arrived in 10
Downing Street earlier amid
speculation about a possible
change in energy policy. Specif-
ically, whether he will support
expanded North Sea oil and
gas production, by greenlight-
ing new drilling, reforming the
windfall tax, and potentially
rolling back Labour’s 2024 man-
ifesto pledge not to issue new
exploration licences.

Labour’s stance on North Sea oil
and gas has become a lightning
rod for criticism of its broader
climate and energy policy, as the
cross-party consensus on tackling
climate change has broken down.
The Conservatives would scrap
the 2050 net zero emissions
target, claiming that it is mak-
ing energy more expensive and
driving deindustrialization.
Kemi Badenoch has positioned
the Tories as champions of the
UK’s oil and gas industry, calling
her party’s recent victory in the
Aberdeen South by-election a
“referendum on oil and gas”.
The Labour government has also
come under not-so-friendly fire
from trade unions and former
prime minister Tony Blair. In a
scathing article on the direction
of the Labour Party, Blair called
for the government to slow
emissions reductions and ex-
tract “what is left” of North Sea
fossil fuels.

Pressure has even come from the
White House. Amid rumours that
Burnham would approve new
drilling, US President Donald
Trump posted on Truth Social that
it was “a big day for the country”
and that the people of Aberdeen
were “dancing in the streets”.
Sources close to Burnham, how-
ever, were quick to emphasize
that no decision had been made
and that he was expected to up-
hold the manifesto pledge. The
topic was also noticeably absent
from his first speech.

Reality of North Sea oil
and gas

At a recent Chatham House event,
the executive director of the In-
ternational Energy Agency, Dr
Fatih Birol, questioned why the
UK debate is so focused on the
North Sea, noting that its remain-
ing reserves afford no protection
against high and volatile prices.
The answer is that North Sea
oil and gas has been politically
weaponized, leading to a distort-
ed impression of the role it can
be expected to play in Britain’s
economic future.

This is due not to net zero, but
to hard geological realities. After
decades of exploitation, produc-
tion on the UK Continental Shelf
peaked in 1999 and has been in
gradual decline since. According
to the government regulator, as
much as 93 per cent of the oil
and gas it is likely to produce

has already been extracted.
Most of what remains is already
earmarked for extraction from
existing fields. New drilling, the
focus of so much political and
media attention, might yield 74
million tonnes of oil and 381
TWh of gas according to the reg-
ulator — around half a year of
UK consumption.

This translates into a continued
long-term decline in tax receipts
and jobs, even if fluctuating oil
and gas prices — and new North
Sea projects — provide tempo-
rary, modest boosts.

In a keynote speech at a conference on
January 20, 2026, Greater Manchester
Mayor Andy Burnham talked of a new
green energy cluster in the south-west of
Greater Manchester including the world’s
largest liquid air energy storage plant,
under construction by Highview Power in
Carrington.
trafford.gov.uk

Annual oil and gas revenues to
the Exchequer are expected to
fall to £0.3 billion by 2030-31,
down from £4.4 billion when
Labour took office in 2024, and
£9.1 billion when the Conserva-
tives took office in 2010. New li-
cences will not significantly alter
this basic trajectory.

Employment in the sector has
been declining for years, long
before Labour took office. The
number of jobs fell by a third
between 2014 and 2023, despite
hundreds of new licences being
issued in this period.

The diminishing gains from
North Sea oil and gas also flow
to a shrinking subset of com-
panies, and ever fewer workers
concentrated in a single region
of the UK. By contrast, the con-
struction of a new energy sys-
tem based on renewables and
electrification represents an
enormous growth opportunity

The Brent oilfield, operated by Shell, lies
off the north-east coast of Scotland in the
North Sea, midway between the Shetland
Islands and Norway.
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with the potential to distribute
benefits across the country.

This new energy system is a natural
fit for Burnham'’s flagship mission
to decentralize political and eco-
nomic power in the UK. A “Man-
chesterism” for energy, if you will.

Decentralization

Energy systems based on lots
of renewables tend to be less
centralized than those based on
fossil fuels.

Weather is one driver of this. It
is sensible to situate solar farms
in the sunny southern counties
of the UK, whereas wind farms
are usually found in the blustery
north of England and Scotland

— and in the North Sea.
Efficiency is another driver.
Battery storage — which is an
essential partner to variable re-
newable generation and plays
an increasingly vital role in the
UK’s system — tends to be built
close to major sources of de-
mand, like cities. This reduces
the losses that occur as electric-
ity is transmitted and limits the
need to build new grid infra-
structure, in turn reducing costs
for consumers.

The tendency towards decen-
tralization of the UK’s renew-
ables-based system means that
much of the tax take from the
energy system, such as business
rates paid to local authorities, is
spread across the country.

The flexible and modular nature
of renewable energy technology
also lends itself to a range of own-
ership models — which means
the benefits can flow directly to
citizens and communities.

Jobs

According to the Confederation
of British Industry (cBi), the UK’s
net zero economy directly sup-
ported around 308,000 jobs in
2025, with another 520,000 jobs
in the supply chain, and a further
234,000 in the wider economy.
These jobs — including renew-
able installation and maintenance,
manufacturing, engineering, con-
struction and professional ser-
vices — are broadly distributed
across the UK.

Many more jobs are set to be
created in the next phase of the
UK’s energy transition. While
the UK has made impressive
progress on the supply side —
deploying renewables — much
less progress has been made on
the demand side, above all elec-
trifying heating and transport.
Doing so will require large num-
bers of skilled workers to install
and maintain essential technol-
ogies, such as heat pumps and
electric vehicle chargers, and
build out and manage the sup-
porting network, as ever more
energy is consumed in the form
of electricity. Retrofitting Brit-
ain’s housing stock, to ensure
it is fit for cold winters and
hot summers alike, represents
another growing source of em-
ployment.

Cost of a U-turn

Andy Burnham faces no short-
age of tough decisions. The di-
rection of Britain’s energy policy
is not one of them.

Rolling back pledges on North
Sea oil and gas would be of lim-
ited material benefit to the UK.
But such a symbolic policy shift
would undermine the stable
foundations on which the UK is
building a new energy economy
— which is delivering broad-
based growth — and damage
the UK’s reputation as a coun-
try that takes its international
climate commitments seriously.
Instead, the new prime minister
should capitalize on the opportuni-
ties of the energy transition to fulfil
his mission of distributing power
and prosperity across the country.

The article was first published by
Chatham House.
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