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The Minister of State, Department for Energy Security and Net Zero (Lab)
My Lords, I thank the committee for its consideration. The draft Carbon Budget Order 2026 was laid before the House on 2 June and the draft Climate Change Act 2008 (Credit Limit) Order 2026 on 14 April.
Given that we are sitting here this evening on the second of the four hottest days there ever have been in June, after a similar number of hottest ever days in May, we may think that the question of whether we should debate doing anything about climate change answers itself. We have a far more scientific way to act on climate change at the moment, as this Carbon Budget Order sets a science-led budget to reduce emissions by about 87% for the period 2038 to 2042 compared to 1990 levels. This is in line with the level recommended by the independent Climate Change Committee and endorsed by the Environmental Audit Committee.
The detailed impact assessment published alongside the Carbon Budget Order provides a rigorous assessment of options, all showing significant benefits of continuing towards net zero over abandoning it. The proposed seventh carbon budget sets a pragmatic and achievable path that will enable the UK to continue seizing the benefits of clean energy and climate action, including energy security, lower bills, good jobs and growth, and health and nature benefits. This is also consistent with the action needed globally to meet the goals of the Paris Agreement, building on the UK’s 1.5 degree-aligned nationally determined contribution for 2035. We can fight for our national interest only by pushing for global action built on the power of our domestic example.
A delivery plan setting out how carbon budget seven will be met will be published as soon as reasonably practical after Parliament has approved the budget. I emphasise that what we are debating today is the level at which carbon budget seven should be set. We are not debating—or should not be debating—the policies that will be set by the Government in response, to make sure they can meet that level. Those policies, as I have emphasised, will be published shortly but are not really a question for debate in detail today.
Under the Climate Change Act, the Secretary of State is required to set a limit on the number of international credits that can be used towards a carbon budget at least 18 months before the budget period starts. That is very relevant to the second SI we are discussing tonight, concerning the credit limit order. This order sets a zero credit limit for the carbon budget five period of 2028 to 2032. It does not represent a change in policy but reflects the fact that carbon budget five can be met through domestic action. All other carbon budgets to date have been delivered solely through domestic action. The order takes into account the advice of the independent Committee on Climate Change that carbon budget five can, and should, be achieved without the use of international credits, and this also ensures that the UK economy will profit from the co-benefits of the transition.
The Secondary Legislation Scrutiny Committee has reported on the Carbon Budget Order, and I am grateful to the committee for its report and the careful consideration of this draft instrument. The committee noted the importance of incentivising the shift to clean electricity. The Government recognise that rebalancing the price ratio between electricity and gas is important to long-term fairness so that electricity prices reflect the falling cost of clean power.
We are taking steps to address this from Budget 2025, removing £150 off energy bills due to the success of the contracts for different scheme in bringing forth new renewable assets at fixed competitive prices, which are beginning to decouple electricity and gas markets. Reformed national pricing enables us to further bear down on network constraint costs and improve system efficiency.
I recognise the non-fatal amendments tabled by the noble Lord, Lord Moynihan, for discussion today and I will address the points he has raised in turn. In relation to the Carbon Budget Order, the noble Lord first suggests that this will increase reliance on intermittent renewables. The Government are, in fact, strengthening energy security by reducing dependency on volatile fossil fuel markets and delivering a diverse, secure and clean energy system. This will be backed by unabated gas only when it is essential, and any residual emissions would be offset by removals.
The noble Lord suggests that the order will cause higher energy prices. The main driver of high energy costs has been global gas prices, which have also pushed up electricity prices. Clean power is what will give us control over prices, with the offshore wind secured in a recent auction being 40% cheaper than building and operating new gas plants.
On causing deindustrialisation, this Government are committed to supporting UK industry to decarbonise, while protecting and creating thousands of jobs across the UK. We are taking ambitious steps to lay the groundwork for further industry investment. Last year, the Government set out their modern industrial strategy, which will drive forward ambition for UK business operating in the clean energy space.
With regard to economic growth, setting carbon budget seven at this level builds on the UK’s pioneering Climate Change Act 2008, providing a framework for combining economic growth and climate action. I have a fairly simple and straightforward comparison. The UK has cut its emissions by 54% since 1990, while growing the economy by over 85%. In other words, emissions reduction and growing the economy have been fully and effectively decoupled over that period. Indeed, since July 2024, the UK has seen over £100 billion of private clean energy investment announced and the Government’s clean energy plans are expected to support 400,000 extra jobs by 2030.
With regard to claims that retaining the carbon tax negatively impacts households and industry, the biggest threat to energy security is the UK’s dependency on volatile fossil fuel markets, not the carbon price applied under the emissions trading scheme. The UK has had an emissions trading scheme in place for over 20 years. It provides stability to UK businesses and industries, supporting them to take long-term investment and planning decisions, while “free allowances” protect sectors at risk of carbon leakage, ensuring we decarbonise over time without undermining UK competitiveness, and limits many sectors’ exposure to the carbon price. It has already played a key role in ending the burning of coal for electricity, setting us on our way to being a clean energy superpower.
On behaviour change, the noble Lord suggests that the Carbon Budget Order relates to a reduction in livestock numbers and meat and dairy consumption. This Government have been clear that we will meet our targets in a way that does not tell people how to live and behave. The transition will be led by consumer choice. Accepting the CCC’s recommended target does not mean we replicate its pathway.
I am sure a number of other issues will be raised in the debate, including offshoring UK emissions. Clear actions are being undertaken—CBAM and various other things—to make sure that does not happen and we are taking precautionary action to prevent carbon leakage.
In conclusion, these orders set a clear, credible pathway to net zero and ensure that these emissions reductions are delivered at home. I urge noble Lords to act together in the interest of current and future generations by agreeing these statutory instruments, which will give us energy security, lower bills, good jobs, cleaner air and protect our homes for our children and grandchildren. I beg to move.

Lord Moynihan
My Lords, while preceding my noble friend Lord Deben, I pay tribute to his lifetime work on climate change and, while our views will certainly differ this evening, I share with him a passionate belief that we should work towards tackling climate change—he will agree that there are many different routes to achieving that goal. We are meant to be the revising Chamber, capable of detailed consideration of government measures, yet we have just six minutes each and, as the Minister has shown, that is insufficient.
As Minister for Energy in the salient benchmark year of 1990, I launched the first renewables round, the non-fossil fuel obligation, while encouraging the growth in offshore gas, with strong environmental prerequisites to ban non-essential flaring, and securing gas to CCGTs, thus creating firm low-cost power to generate economic growth, jobs and prosperity. Low-cost electricity is the lifeblood of a successful economy. My business career and time in politics have taught me that a headlong rush based on DESNZ zealotry will be costly and unattainable; it will not just jeopardise but destroy economic growth.
The UK produced circa 367 million tonnes of CO 2 equivalent in 2025, meaning that by 2039 we will have to reduce our annual emissions by more than two-thirds, with all the low-hanging fruit already picked. The capital and finance costs alone are estimated to be £880 billion. Government claims for the benefits are all target-derived prices to justify the policy, and we have seen the stumbling blocks impeding the rollout of heat pumps and zero-emission vehicles, not to mention the commercial challenges facing carbon capture and storage.
The Climate Change Committee has estimated that, in order to meet the emissions target, household consumption of meat and dairy would have to fall by 25%. The number of sheep and cattle would have to fall by 50%. Farmers will be required to diversify away from livestock farming to double tree-planting rates by 2030 and double peatland restoration by 2040. Where is the plan? When will the Government tell the public that they intend to halve the number of sheep and cattle in the United Kingdom, with inevitable price increases in the supermarkets? When do the Government intend to tell the residential building sector that it will have to spend up to £15 billion a year on low-carbon heating systems?
Add to all this the costs we introduce through this measure: demand management to apply to air travel, increasing the cost of short-haul flights, such as between London and Alicante, by £150 and long-haul flights, such as between London and New York, by £300. Industry is already facing the stark reality of the highest prices for electricity in the OECD, but the Climate Change Committee now estimates that British industry would face net costs of up to £3 billion per year in every year between 2025 and 2050. Does Ed Miliband have the remotest idea of what this will do to British industry and the economy?
What is worse is that my reading of the economics is that the capital expenditures required for solar and offshore wind are hugely underestimated. Perhaps the Minister can explain how the CCC expects offshore wind to cost around £1,500 per kilowatt hour, whereas actual projects such as Hornsea 3 are expected to cost over double that. If he cannot, the up-front capital costs are underestimated, making the CCC’s claim of operating cost savings compared with fossil fuels highly questionable. I look for the CCC’s total gross cost of its pathways and I cannot understand why they are absent. No wonder the UK boss of EDF Energy has said:
“We should stop building wind farms and focus instead on raising demand for electricity … As a country, we’ve always got it wrong … So now we have this large infrastructure, twice as much as we need, which means we also need to build twice”
the transmission grid. No wonder almost £800 million has been spent on so-called curtailment payments so far this year alone, putting 2026 on course to eclipse the £1.4 billion spent on switching off turbines last year.
Heavy manufacturing and chemical sectors have argued that the orders before us this evening introduce additional bureaucracy without tangible environmental benefits. Customers are understandably worried about the costs burden and the major lifestyle changes required by law—not by choice, as the Minister just said, but by law—in how people heat their homes, what they can eat and how they travel.
All this is based on an accounting policy which wholly ignores the impact on global warming from the supply chains that we rely on. We are blind to the coal-fired CO 2 -belching furnaces in China, many in Xinjiang province with Uyghur labour, which produce the polycrystalline in solar panels for us. China delivers an estimated 140 million to 200 million tonnes of CO 2 annually just by manufacturing solar panels, accounting for about 1% of China’s total annual emission, and we do not count that. The Democratic Republic of the Congo produces 70% of the world’s cobalt—a core component in the lithium-ion batteries used for electric vehicles and grid-scale energy storage—with its forced evictions, land disposals and child labour, and we do not count that. We ignore that.
We do not have clean, home-grown energy. It is time to prioritise cheap energy over clean energy, remove the heavy weight of carbon taxes from our electricity prices, and exploit all remaining North Sea oil and gas reserves, in the same way the Norwegians do on their side of the median line, with gas which is four times less polluting than the LNG that we have to import instead from the States. That would strengthen our energy security.

Lord Deben
My Lords, I declare an interest as having been chairman of the Climate Change Committee for 11 years. I also chair a company advising on sustainability, business continuity and risk, and I am a partner in a small organic arable and livestock farm—so it may be said that one knows a little bit about what we are talking about.
I say to my noble friend that I listened to him make a brilliant speech yesterday on sport, and the brilliance of it was that he explained, first, why the Government had got it wrong and, secondly, how to put it right. The problem with his speech this evening is that neither of those has been part of it. It is no good standing up and saying that they do not like this or that. The truth is that a Conservative Government, when previously in opposition, were the creators of the Climate Change Act and they turned it into a cross-party agreement. Every Conservative Government have supported these policies to end up with meeting the Paris Agreement, which a Conservative Government signed. Yet at the moment all we hear is opposition to what is being proposed by the Government, on the basis of the very best advice that they could have.
There are a number of things that I think the Government are getting wrong. Any idea of loosening the movement to EVs is a great mistake, and the Government are also spending too much money on carbon capture and storage, as a matter of fact. But those are reasonable arguments to have from the point of view that we actually have to protect ourselves from the climate change that, surely, we are beginning to understand—as all the businesses I deal with understand—is no longer on the risk register: it is on today’s issue. How do we deal with this? The public and our grandchildren will never forgive us if what we do is to pretend that we are in favour of it in general, but not actually prepared to take the measures that are necessary. These figures are the necessary measures and are done far enough in advance for us to be able to deal with this.
It is very interesting that we should talk about intermittent renewables. The intermittency at the moment is with fossil fuels; the problem is that we cannot rely on them. It is also interesting that this is evidently “causing higher energy prices”, as 67% of the higher prices in this country and around Europe are because of the higher price of gas. What my noble friend proposes is to spend more money and more time on gas, instead of recognising that there is another fault of this Government, which is that they have wrongly continued the Conservative policy, which I opposed for 20 years, to put the costs of the necessary change on customers’ bills, instead of what they did between 1945 and 1951, when the Labour Party made the last huge change in our system and rightly said that that was a taxpayer’s price. If that came off now and was put on to the taxpayer’s bill, we would be properly competitive, and we would become more and more competitive as we moved.
It is all right talking about the Chinese—the Chinese are going to reach net zero by 2060, which means 2050, because they always promise in advance much less than they actually deliver. Every other country in the world that is thinking about the future is moving in this direction, because renewables are dependable and they are also cheaper. There is this idea that renewables are somehow deindustrialising Britain, but, since the Climate Change Act was passed, the GVA of the manufacturing industry has grown in real terms, and the CBI points out that there was £105 billion in added value in 2025 alone. This is a whole operation presented improperly. There is nothing in this order that is going to change whether I can grow my excellent red poll cattle.
The fact is that the reduction in our meat eating that the Climate Change Committee suggests we make is considerably less than that the medics think we ought to make; considerably less than Dimbleby, in his food strategy, said that we ought to make; and is less than what is now happening naturally. We have seen a 10% cut in the way people are eating, and there is nothing in this order that forces people to do more than that. We have to recognise that many of the people who will oppose this tonight are the same people who told us how wonderful leaving the European Union was, and the truth of the matter is that we can look at that. We have to look forward to a society in which we have protected our children and grandchildren from the menace of climate change, and until the Opposition are prepared to stand up with an alternative system that delivers that, it must be right to support what the Government are putting forward.

Lord Redwood
My Lords, as a Member of Parliament, I was unable to vote for the original climate change legislation. It seemed to be totally unrealistic, it was likely to be extremely expensive, and I thought it would be self-defeating. It was quite obvious that a large number of important economies around the world would not adopt this. It was extremely likely that an economy such as China would use the huge opportunity of our self-inflicted wound to export more and more to us—burning lots of coal and gas and marine diesel to get it here—and that we would deindustrialise too rapidly. Of course, that is exactly what is happening.
My noble friend on these Benches has just asserted that we have not deindustrialised, but he needs to look at the facts. We are losing massive amounts of traditional industry in petrochemicals, ceramics, glass and glass fibre. Many companies have gone down, many plants are being closed, and we are losing our traditional steel industry. It is true that we have had great success in industries such as pharmaceuticals. That may have been what my noble friend had in mind with the figures he was quoting, but he cannot get away from the fact that this is now doing huge damage: closing factories, closing plants, and causing a loss of jobs.
My first objection to the Government’s proposal tonight is that we should not adopt a very tough national carbon budget without knowing what the impact is going to be on carbon dioxide produced elsewhere in the world. You need to look at the net position, not just at the UK’s position. I suspect that the future will be like the last 20 years: there will not be a big net reduction in world CO₂. There will probably be an increase in world CO₂, because of all the extra marine diesel needed for the imports; because of a shift from gas down a pipe from our own fields to LNG, which my noble friend on the Front Bench has stressed is much more CO₂ intensive; and because, for traditional industrial products, we will be more and more dependent on countries that may use methods that are more CO₂ intensive—as well as all the obvious extra environmental costs those countries will incur, from the way they get the raw materials out of the ground, to the social costs of the conditions of labour that they use for producing the products, and the extra transport involved in the imports.
My second big objection to this order is cost. We are given a provisional figure of £880 billion, or £35 billion a year. My noble friend is right that this is likely to be a gross underestimate of the true cost. I challenge the Minister on how much he thinks grid expansion will cost, because the grid expansion will have to be on a completely unprecedented scale. When all the energy sources come from renewables, rather than the more dependable gas-fired sources—which do not need nearly so much grid—the Minister will need a much bigger grid to deliver the current amount of power that we need. Further, since electricity is still a minority part of the power we use, if we are going to treble or quadruple our use of electricity to replace the gas that we burn in our home heating, and the petrol and diesel we burn in our transport, the mind boggles at just how many pylons there will need to be around the country, and at just how much grid capacity there will have to be to deliver all that extra power.
The Minister also needs to understand that, while he is right legally that he can meet his commitments now by coming up with a—probably completely fictional—plan for the amount of carbon the country will produce over the next 12 to 16 years, he does not have to show in any detail how we might get there. My advice to all Governments is not to try to predict the future beyond 10 years, because nobody can. Everything is going to change. A year ago, we could not even predict who the Prime Minister of the current Government was going to be, but we meet tonight on the eve of a new Prime Minister. So how on earth can we predict how big the UK economy is going to be in 2040? How can we predict whether any of our industry of a traditional kind will survive or not? How can we predict what the technologies will be? It may be that the so-called new technologies around the lithium-ion battery—currently the main marketing ploy of those who favour this kind of policy—will be completely old hat in 10 or 15-years’ time. There may be something genuinely better. There may be an electric product that I want to buy because it works well and is genuinely cheaper.
My next challenge to the Minister is that I do not believe this line that electricity is cheap and will get cheaper with the more renewables we use. The evidence is there for all to see. We have gone further than most with renewables. We have the dearest electricity in the advanced world, and one of the reasons for that is the cost of renewable—a lot of renewable power is contracted at very high guaranteed prices. Worse still, we need the gas power stations, and we need to pay them for doing nothing, because you need the backup. Of course it is going to be a lot dearer to have electricity from renewables, because you have to pay twice to have two different lots of capital equipment. The Minister has wisely limited my time, so I will have to suffice with just those few very strong objections. I back my noble friend’s amendment.

Lord Hunt of Kings Heath
My Lords, this has been a very interesting debate so far. I thank my noble friend for his very detailed explanation of the order before us. I am not sure that we are spending much time on the detail of the order, as he requested, and we are clearly turning this into a debate about net zero and climate change. Although the noble Lord, Lord Moynihan, acknowledged climate change, I must say that, as the noble Lord, Lord Deben, said, it is very difficult to square what is being said tonight by Members of the party opposite—and, I suspect, by rather a few more of them as the debate ensues—with what the Conservative Government did. After all, it was the Conservative Government who legislated for net zero. I know that the noble Lord, Lord Redwood, did not vote for it, but it was their responsibility. They signed the Paris Agreement. The Sunak Government made a bold statement that
“energy transition and net zero are among the greatest opportunities facing this country”,
as indeed they are. We may hear a little bit about North Sea oil and gas, as the party opposite now seems obsessed with that. It is worth pointing out that, between 2010 and 2024, production in the North Sea halved under the Conservative Government’s stewardship.
I come back to the pertinent point made by the noble Lord, Lord Deben. Both the noble Lord, Lord Moynihan, and the noble Lord, Lord Redwood, have criticised carbon budgets and the whole net-zero approach by the Government, but what is the alternative? It is rare now for members of the Conservative Party to say that they do not believe in climate change, but it is almost, as St Augustine said, “Oh Lord, deliver us from sin, but not yet”—“We will tackle climate change at some point in the future, but let us carry on with our obsession with oil and gas”.
I turn to business. The noble Lord, Lord Deben, referred to the CBI report, but this is one of the most thriving sectors of our economy. In fact, looking at the last year of the Conservative Government, it was the one sector that actually gave us some growth in the economy, yet they want to snap it off, whereas our competitors have seen that the impact of the green/net-zero economy can be profoundly changing and progressive and give so many opportunities to people. The CBI report says that the net-zero economy now supports 1.1 million full-time equivalent jobs—and they are good jobs, jobs that our young people can go into.
On China and the international experience, we are lectured that, somehow, by going into a leadership role in relation to decarbonisation, we are letting other countries take great advantage. If noble Lords look at the reports of the International Energy Agency, particularly its 2025 report on renewables, they will see that there is a huge advance in the use of low-carbon energies globally. China currently accounts for 60% of global renewable capacity growth. It is going to meet its targets way ahead of schedule, in 2035. I agree with the noble Lord, Lord Deben: it tends to set conservative targets and then meet them much more quickly, so to talk about China as if it is simply carrying on with oil, gas and coal is misleading.
The North Sea, if I can just end on that, has been a tremendous asset to our country. If only we had set up a sovereign wealth fund to invest in our infrastructure, like Norway did, I think we would be in a much better condition. The people working there are brilliant people, but if noble Lords look at the North Sea Transition Authority’s estimates, it reckons that only around 10% of the basin’s historic output could be recovered in the future. Analysis by the University of Oxford’s Smith School, using pre-crisis price data, suggests that households powered fully by renewable energy could save up to £441 per year on energy bills. By comparison, maximising North Sea oil and gas extraction was estimated to reduce household costs by around £16 to £82 per year. As we know, increasing UK production—and it would be a marginal increase in UK production—would not directly reduce prices, because we do not influence global prices and we buy on the global market.
I also point out that the Conservative Government, over 14 years, issued many licences for expropriation and extraction in the North Sea. That actually led to only 20 developments, which, I understand, would produce the equivalent of just 36 days of extra gas. So the challenge for the party opposite, it seems to me, is to stop running down the approach and the consensus that we have on net zero, and if it is opposed to it, it should come up with some suggestions about how we might go forward.

Lord Roborough
My Lords, I will address carbon pricing in the UK, its unfortunate consequences for policy-making, and its devastating results for the public purse and the future of our economy. This confusion is embedded in these instruments, so I speak in support of my noble friend’s amendment. I refer the House to my registered interests as an owner and developer of wind and solar energy generation projects, and as an owner and developer of forests that target carbon sequestration under the Woodland Carbon Code, as well as growing timber that addresses the UK’s structural deficit in construction-grade timber. I am also a partially regenerative dairy and beef farmer.
Our carbon pricing in the UK is muddled. UK Woodland Carbon Code units trade at around £30 per tonne; the UK Emissions Trading Scheme is trading at around £55 to £60 per tonne; the Government’s internal valuation for carbon emissions, used in calculating the relative merits of policy and projects, ranges from a low case of £130 to a high of £390 for this year, and that rises to £568 in 2050. The average carbon emissions per head in the UK are nine tonnes per annum, and that includes scope 2 and scope 3—so offshore emissions. That can be offset for a total cost of £270 through woodland carbon units or £510 through the emissions trading scheme, yet the Government’s cost, used for policy, implies up to £3,510 per head. The first two figures sound reasonably affordable to me, the third does not sound at all affordable.
I believe we are expecting the Government to publish an update to this valuation framework alongside this Carbon Budget Order. I ask the Minister, first, when is this five-year review of valuation of greenhouse emissions likely to be published? Secondly, is he prepared to look again at the whole basis of how this valuation is done, in order to create an environment for better policy-making? The argument that this is based on marginal abatement cost is ludicrous. In effect, the Government are using the extortionate cost of some of the technologies they are throwing money at to justify that cost. In Microsoft Excel, this would cause a circular reference error.
Net zero can be achieved through pragmatic decision-making based on an orderly market where technologies are assessed based on the cost of carbon set by buyers and sellers. Unfortunately, this Government are chasing fantasies around green hydrogen, carbon capture and storage, and direct air capture, as well as some of the renewable projects coming forward, and these have been justified by this ludicrous carbon pricing. It is leading us to ruin, discredits any efforts to keep atmospheric carbon down, and needs to be reassessed. It takes no heed of affordability for the consumer, who feels cost of living pressures everywhere, and is already providing huge subsidies to renewable energy and grid improvements through electricity bills, and suffering the tax burden of funding fantastical technologies, when this money really should be spent on our defence. It pays no heed to industry, which is forced to compete with peers that can access considerably cheaper power almost anywhere in the world. As my noble friend has described, this will simply lead to our jobs and industry being taken offshore, and probably means that the best chance of meeting these targets is by deindustrialising our economy even further.
My noble friend’s amendment regrets the impact on meat and livestock production and consumption, which I fully support. Latest scientific evidence and dietary advice concludes that animal protein, fat and vitamins are critical to our health. Calculations underpinning livestock’s impact on greenhouse gases are highly biased and unfairly penalise livestock for the transitory impact of methane in the atmosphere. They fail to recognise that livestock farming, particularly in a regenerative system, is simply recirculating carbon, in the same way as supposedly sustainable aviation fuel, Drax and renewable heating installations. Why are animals being villainised while these are promoted and grant-aided? This also undermines the affordability of dealing with climate change, exposes the Government to ridicule and poses a threat to our health. I look forward to the Minister’s reply.

Lord Harlech
My Lords, it is a pleasure to follow my noble friend. I declare my interest as the owner of a Welsh upland portfolio with agricultural tenancies, livestock, woodland and heritage assets serviced by renewables. I am therefore someone who lives with both the duty of stewardship and the economics of the transition we are debating. Let me say at the outset that I am not going to deny the science nor unpick the architecture of the Climate Change Act: climate change is a real and present threat to our food, our water, our coasts and our security, and the Conservative tradition of conservation demands that we take it seriously. My concern today is not with the direction of travel, it is with the means. The means before us are too reliant on central direction, too costly and too inattentive to the people and the industries asked to carry them.
Let us consider the foundation of this budget. The Climate Change Committee tells us that electrification must deliver around 60% of the savings through heat pumps in our homes and electric vehicles on our roads. Yet we ask families and businesses to electrify while our electricity remains among the most expensive in the developed world.
The ratio of electricity to gas prices in this country is roughly 4:1, against the European average of 3:1. If we want people to make the switch, the most effective step this Government could take is to make clean electricity cheaper, through levy reform, market reform and competitive auctions, rather than through state-led projects that risk crowding out private investment and adding further cost to the bill.
Let me give your Lordships an example. At the house in north Wales that I mentioned in my interests, the domestic hot water and heating is generated by two water-source heat pumps. However, electricity becoming so expensive has blown out of the water all the projections of cost saving and non-domestic RHI—they went completely out of the window. We have had to consider whether it would be more worthwhile to turn them off and go back to LPG. I am sure we are not alone in facing that cost crisis. Affordable power is not a threat to this budget: it is the condition for delivering it.
Then there is the land. The committee’s pathway implies halving the national flock and herd and reducing consumption of meat and dairy by a quarter. I know the people who farm that land. They are the ones who plant the trees, restore the peat and work to hold carbon in our soils, because good farmers have long been among our first conservationists. However, we do not decarbonise this country by reducing British livestock production and importing food from countries that farm to lower standards. That approach moves emissions abroad, rather than removing them. The better course is to reward farmers for the public goods they already provide and support domestic food production alongside the recovery of nature.
I put this question directly to the Minister: if the Government intend to press ahead with these reductions in livestock numbers, will they pay farmers full market value in compensation for the herds and flocks they are asked to give up, or is this simply another thinly veiled attack on farmers and the rural economy?
This brings me to the second order, and to the concern that my noble friend Lord Moynihan sets out in his regret amendment, which I support. A limit of zero on overseas credits, set against a carbon price among the highest of any market in the world, risks a self-defeating outcome. Energy-intensive industry may relocate abroad, taking its jobs, tax revenue and emissions with it, so that those emissions reappear on another country’s account while global emissions are no lower at all. Carbon leakage of that kind is not decarbonisation, and it weakens our industrial base in the process.
Let me conclude where I began. I support the framework and the goal. The United Kingdom should lead, but leadership means delivery that is affordable rather than not, that supports our farmers rather than reduces them and that keeps industry here rather than driving it overseas.

Lord Frost
My Lords, I declare an interest as an unpaid director of the company Net Zero Watch.
It was 10 years ago today that we had the referendum that decided whether we would be governed from Britain or the EU: “Who Governs Britain?”. However, when I look at the carbon budget and the piece of legislation before us today, I wonder whether the actual Government of Britain is the Climate Change Committee. I do not make that point rhetorically; I make it seriously. Once the carbon budget is in place, it affects every aspect of what the Government and much of the private sector do. It constrains activity and shapes what can and cannot be done. It is an essential feature of the way this country is governed, and we are just waving it through tonight on the basis of a piece of secondary legislation.
The noble Lord, Lord Hunt, said that we were not paying enough attention to the detail. Well, perhaps the Government would like to provide some time to debate the detail. The carbon budget is 400 pages long and there is a supplement of 60 pages. We are spending an hour and a half discussing something that will affect the entire UK economy, if we are to believe it, for a period of five years—so let us get serious about this.
There are a number of problems with the carbon budget and this legislation which have been mentioned to some extent by others. First, even on their own terms, the Government are not choosing the cheapest path. Probably all the figures before us are completely worthless, but the impact assessment’s own table shows that option one is better in cost-benefit terms as it has a higher net present value. Ministers are choosing the more expensive path because they are focused on achieving the target rather than worrying about what happens to the British economy.
Secondly, a lot of the savings are meaningless paper numbers. Of the so-called £1.6 trillion headline benefits identified in the impact assessment, almost all of them—over 90%—are simple carbon savings. These values are not set by any objective reality; they are defined by what is necessary to reach the target. It is an entirely circular process; these are not real benefits in the sense that any normal person would recognise them in any way.
Thirdly, the generation of technology cost figures are implausible, as the noble Lord, Lord Moynihan, has already stated. They consistently underestimate the cost of renewables: offshore wind and onshore wind. There is also a belief that the costs of products such as heat pumps, and many other things, will fall in the future: a belief for which there is no evidence, as far as I can see.
Fourthly, on carbon capture and storage, I am very glad I can find something to agree with the noble Lord, Lord Deben, on, because, as far as I can see, the assertions are based on nothing. The target requires us to capture 80 million tonnes of CO 2 -equivalent every year by 2050, using what we are told is “state of the art” technology. Unfortunately, the state of the art is that these technologies do not work and cannot be made to work, and are probably never going to work. We are being asked to legislate for a fantasy.
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