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Overview  
Manufacturers want to electrify. The technologies exist. Businesses are ready to invest, but 

the relative cost of electricity-based energy versus gas (the spark gap) means they do not 

have an investment case. 

A Targeted Electri cation Discount now, and a long-term plan to rebalance both policy costs 

and network charges away from electricity bills, would unlock investment, strengthen supply 

chains, improve competitiveness and secure Britain's industrial base and future economic 

resilience. 

Industry wants to electrify  
Around 80% of manufacturing heat processes are technically capable of electri cation if cost 

and infrastructure barriers are addressed. Within the chemicals sector, 73% of heat demand 

below 500°C remains unelectri ed despite being suitable for electri cation.  

63% of manufacturers have already taken steps towards electri cation, but 87% say they 

would invest more if the spark gap were reduced. Industrial processes can be 5-500% more 

ef cient with electric heat alternatives, but some manufacturers face cost increases of more 

than £30 million to switch from gas-fuelled heat to their most viable electric alternative. 

Where policy is missing the mark  

A pulp and paper electri cation project worth approximately £15mn secured £4.5mn of IETF 

support, for a project increasing energy ef ciency by 280%, but still had no business case to 

proceed due to high electricity operating costs.  

In a best-case scenario, the BIC scheme only reduces the spark gap to 3.5:1 ấ providing 

minimal con dence for industry to invest in electri cation. Using current mechanisms also 

places the burden of short-term policy subsidies on critical supply chain industries, 

increasing bills for 119,000 businesses.  Medium industrial businesses will face a 115.4% 

increase in policy and network costs by 2030. 

On top of increasing policy costs, network charges are rising. Businesses are expecting an 

excess 23% increase in transmission network charges by 2027, after a 33% increase from 

2024. Overall, a medium industrial site will see a 53% increase in network costs in 2026. 

Infrastructure Barriers  

The industrial demand connection queue grew from 41GW to 125GW between November 

2024 and June 2025. Grid delays can increase project costs by up to 200%, while research 

 nds 34% of businesses experiencing grid delays to report growth stops entirely. Meanwhile, 

there is 24.7GW of electricity infrastructure sitting idle in Wales alone. The cost of grid 

upgrades for some electri cation projects, only adds to the stack of costs against the 

business case manufacturers need for approval. 
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Losing British Industry and Investment  

Electrify Industry members are reporting new investment for Food and Drink manufacturers 

(accounting for 24% of UK manufacturing) being offshored because electri ed facilities can 

face a multi-million annual operating cost disadvantage in Britain compared with Europe. 

Separately, the number of UK manufacturing businesses has fallen from approximately 

138,000 to 130,000 since 2020, with jobs, skills and Britainẫs security of supply disappearing 

with them. 

One example we have received shows a £1.8mn (pa) difference in operating costs compared 

to the EU for a British site, which has consequently been forced to offshore. 

Source: Data, courtesy of Shell (2026) for 3,200 MWh/annum, HV Band 4, 3775kVA connection in London.  

See Annex A for site size de nitions, annual consumption and connection type and further assumption details.  

Chart 1. Impact of increasing Policy and network 
costs on industrial users (illustrative)  
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recommendations  

Critical recommendations  

1. Immediately introduce a Targeted Electri cation Discount scheme ấ reduce 

the relative cost of ownership for electricity-based heat technologies for 

manufacturers fuel-switching from natural gas and oil, for at least 10 years. 

2. Reform the electricity pricing system ấ provide long-term con dence for 

investment and reduce in ation by forming a new approach, which shares all 

policy costs and network charges across general taxation. 

3. Introduce a clear, long-term Strategy for Industrial Electri cation ấ whether 

separate to, or integrated within, the Industrial Decarbonisation Strategy. 

Complementary recommendations  

¶ Accelerate grid infrastructure and connection reform for industrial demand, 

prioritising and protecting existing manufacturing. 

¶ Keep  exibility incentives separate but aligned to electri cation policy, providing 

guidance on Ẫthe future of a siteẫ for manufacturerẫs electrifying. 

¶ Develop a coordinated supply chain strategy, enabling growth opportunities and 

robust logistics. 

¶ Integrate skills policy with industrial electri cation objectives and strategy, ensuring 

a just transition. 
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Introduction  
Beyond the sky-high price of electricity in Britain, manufacturers face an unfeasible business 

case for industrial electri cation which is stalling modernisation and threatening domestic 

security of supply.  Despite manufacturers wanting to invest, the total cost of ownership for 

electri ed heat technologies compared with natural gas and oil alternatives remains stark ấ 

particularly for small and medium businesses.  

Britain is increasingly seeing offshoring of key sectors and deindustrialisation, which 

undermines national resilience. Manufacturers are not able to wait until 2030/31 for the 

possibility of home-grown energy to start decoupling electricity prices from gas and begin 

reducing wholesale prices. During this wait, we will see the rapid de-industrialisation of 

Britain. Policy costs and network charges are set to increase on industry bills over this 

period, and European competitors are already offering a more stable energy-policy 

environment to invest in. These consequences are being realised at a point where neither 

government nor taxpayers can afford to accept such outcomes. 

Sectoral voices, including Electrify Industry, Make UK, the Climate Change Committee, 

Green Alliance, CBI and Energy UK, agree that current government policy is failing to realise 

the opportunity for industrial electri cation and the urgent need address the spark gap now. 

Enabling widespread industrial electri cation in the near-term, would help safeguard the 

national electricity system, secure domestic provision of critical components, materials, and 

technologies to rebalance reliance on imports, and strengthen British supply chain 

capabilities.  

The industrial sector is trying to take signi cant steps towards fuel-switching and 

modernisation, with sector emissions decreasing by 12% in 2025
1
. 

Whilst successful electri cation projects exist for a handful of larger businesses in Britain, the 

majority of manufacturing do not face a feasible business case to invest. 

Manufacturers in Britain face the largest difference in electricity and gas prices in Europe. 

Along with capital and infrastructure costs, grid delays, and the absence of a clear industrial 

electri cation strategy, manufacturers are holding back investment in the most readily 

available, modern and clean heat process energy ấ electricity. 

Businesses who want to electrify are currently experiencing:  

¶ An exorbitant spark gap versus their nearest market competitors. 

¶ Excessive grid infrastructure delays with high costs for connection upgrades, and low 

transparency. 

¶ Competition for energy transition skills. 

1 
Department for Business and Trade, 2025 UK greenhouse gas emissions: provisional  gures - statistical release (2025)  
2 
Climate Change Committee, Progress in reducing emissions 2026 report to Parliament (2026)  
3 
Energy-UK, Energy UK Explains: The ẪSpark Gapẫ (2026)

 

https://www.gov.uk/government/statistics/provisional-uk-greenhouse-gas-emissions-statistics-2025/2025-uk-greenhouse-gas-emissions-provisional-figures-statistical-release
https://www.theccc.org.uk/publication/progress-in-reducing-emissions-2026-report-to-parliament/
https://www.energy-uk.org.uk/publications/energy-uk-explains-the-spark-gap/
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Consequently, the economy faces: 

¶ Supply chain vulnerabilities as business investment (and decarbonisation) budgets are 

offshored. 

¶ Endangering industrial upgrade projects and spending. 

¶ Job losses as businesses close or relocate. 

¶ Further skills shortages for the energy transition as Europe invests more heavily in 

electri cation. 

For Britain to retain and grow its industrial backbone, at a point of geopolitical turmoil and 

change, it is crucial that disincentives are immediately removed. This must be approached 

with both a short-term and long-term view. Immediately introducing a Targeted Electri cation 

Discount scheme would secure British industry now. A long-term pricing system change, 

requiring excess policy and network charges to be shared across general taxation and not 

re exively placed on industrial bills, will increase long-term con dence and help dissuade 

offshoring. A longstanding, credible electri cation strategy should: 

¶ Address the running costs for electricity-based heat technologies, which requires 

various levels of operational and capital support from business to business
2
. 

¶ Have a long-term view to redesign the tax pathway for non-commodity costs, such that 

industrial bills are not automatically burdened with excess environmental, social and 

infrastructure costs.  

¶ Approach grid connection reform by prioritising existing industry demand and consider 

realistic incentives for future electricity  exibility for industry. 

¶ Support British supply chain resilience and job growth. 

Make UK has published a report with a clear diagnosis of some key risks and challenges that 

UK manufacturers are facing due to high electricity prices. Electrify Industry is a sister 

organisation to Make UK - our mission is to provide speci c and detailed feedback to 

government on what needs to be done to secure and grow the UK industrial base and to 

stimulate growth via electri cation. To that end we endorse elements of the Make UK paper 

and build on it with our own recommendations. 

 

The Spark Gap 

The spark gap is the difference in cost between producing heat or energy with electricity, 

versus natural gas (or oil). The cost of producing energy with any heat technology (e.g. a 

gas boiler, a heat pump, an oil- red thermal heater, an electric boiler) is made up of the 

price of its energy feed and the conversion ef ciency (the amount of heat energy produced 

by the technology per unit of electricity/gas/oil input). Despite electric heat technologies 

consistently being more ef cient than gas technologies, the spark gap is roughly 3.7 to 4.3 

times more than gas in Britain but reached 4.7 in spring 2025
3
. 
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