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Summary 

This note is a condensed summary of the first of three oral evidence sessions, informing the APPG’s 
forthcoming report on data centres in the UK.  

Witnesses were broadly aligned on the diagnosis: the principal constraint on UK investment is not 
demand, land or generation capacity but uncertainty over connection timing, regulatory requirements 
and the practical meaning of critical national infrastructure designation.  

Members pressed on whether the UK Government has a strategy commensurate with that diagnosis, 
and on water, planning capacity and public confidence. 

1. Investment and location drivers 

Witnesses said data centres are built in response to demonstrated demand rather than speculatively. 
Projects of this scale depend on investors who require certainty above all. Multi-year delays to 
promised grid reinforcements and connections were cited as more damaging than an unfavourable 
but definite, clear answer. Certainty allows a business case and plan to be built. 

Witnesses cited UK industrial electricity prices as several times higher than those in some competitor 
markets, including Scandinavia. 

Witnesses distinguished three categories of facility: AI training, cloud and AI inference, and argued 
energy cost is the overriding factor for AI training, which the UK is unlikely to win on price. The UK's 
competitive ground is cloud and inference, where location is driven by proximity to fibre, the 
"availability zone" clustering model used by hyperscale providers, and the latency requirements of the 
end customer, which explains the historic clustering in West London. 

2. Sovereignty and data residency 



 

Members asked which data categories should stay hosted in the UK and raised sovereignty concerns 
about dependence on external actors and their ability to withdraw access to essential services. 
Witnesses distinguished between developers who build and physically secure sites, and the 
technology operators who run the compute layer and hold the data. 

Witnesses accepted that a proportion of nationally sensitive workloads should be hosted domestically, 
and pointed to public-sector datasets as a significant but under-exploited national asset. One witness 
cited European precedent for state support of a domestic cloud operator, and suggested a case for 
requiring a minimum proportion of UK or European operator usage in sensitive applications. 

3. Government strategy and Critical National Infrastructure designation 

Members asked what the Critical National Infrastructure designation has achieved in practice and 
whether the UK Government has a clear view of what data centres are needed for. Witnesses said 
the designation and its assessment process are not yet clearly defined, in contrast to the more 
rigorous vetting already applied to hosting protectively marked government material, for example. 
Witnesses supported a shared, explicit set of definitions covering sovereignty and residency, and the 
UK Government needs a better grasp of the distinction between tenant and operator. 

Witnesses said uncertainty is contributing to caution among local planning authorities, and stressed 
the industry is not seeking special treatment but clear and consistent due process under existing law. 
One witness noted that the growth zone policy, while well-intentioned, has driven a surge of 
speculative connection applications, adding pressure to an already congested connections queue. 

4. Grid connections, flexibility and generation 

Witnesses said the UK's core constraint is transmission - moving power from where it is produced to 
where it is needed - rather than generation. Treating data centres as active participants in the energy 
system, for example using on-site storage to absorb excess energy in the grid, was put forward as a 
way of reducing those costs. There is currently no mechanism to reward this: flexibility does not 
improve a developer's position in the connections queue. 

Witnesses also noted that non-firm grid connections are already offered to smaller, more flexible 
users in exchange for faster connections, and that Ofgem’s connections reform programme is 
examining the extension of this approach to larger users. Witnesses argued for simple outcome-
based requirements, such as an obligation to flex demand during critical periods without prescribing 
the technology, to allow innovation while capturing system benefits. However, others cautioned that 
the design of incentives needs care, citing overseas examples of incentives distorting the market. 

On off-grid generation, witnesses described microgrid and hybrid projects developed in response to 
grid moratoria elsewhere in Europe, and plans to transition gas generation towards lower-carbon fuels 
such as biomethane. Members noted small modular reactors have been discussed for several years, 
without material progress. Witnesses agreed prolonged procurement risks leave the sector unable to 
plan, and called for site selection to make fuller use of existing spare capacity, such as 
decommissioned power station connections. 

5. Regulation, planning and heat reuse 

Members asked whether forthcoming energy legislation offers an opportunity to streamline the large 
number of regulators, public bodies and other organisations involved. Witnesses thought this possible 
in principle but noted added complexity from heat network regulation. Supply chain shortages were 
identified as a significant driver of delays, with witnesses arguing the market needs aggregated cross-
sector demand signals to justify investment in manufacturing capacity. 



 

Witnesses agreed that current regulations address individual components, rather than the system as 
a whole, and that overseas experience shows the limits of what a regulator can resolve without clear 
political direction.  

On planning, witnesses reported that arrangements with local authorities are difficult in practice, and 
raised the possibility of a centralised government team to handle applications consistently. Members 
suggested that devolution to combined and mayoral authorities may form part of the answer. 

On waste heat, witnesses said developers generally do not object in principle to supplying local heat 
networks, but in most cases, there is no network to connect to. More investment and a workable 
commercial model are needed before this can happen at scale. Members noted the nuclear industry's 
experience of rebuilding a domestic supply chain and workforce as a relevant comparison. 

6. Water use and public confidence 

Witnesses argued that water use by UK data centres is frequently misunderstood. They said facilities 
using closed-loop cooling can operate with very limited mains water consumption, with only small 
quantities required for staff purposes. Figures cited during the session suggested that a typical 
facility's annual use is equivalent to that of a relatively small number of households, while the sector's 
total use is a fraction of the volume lost through water-network leakage. Witnesses said comparisons 
with overseas facilities can be misleading because they often relate to older facilities in hotter, drier 
climates, where water-based cooling can be more economical. Members welcomed the evidence and 
stressed the importance of transparency and mandatory, rather than voluntary, reporting against 
efficiency targets. 

Members and witnesses discussed that planning assessments sometimes consider individual sites 
rather than cumulative regional impact, and average rather than peak demand.  

Members and witnesses considered the trade-off between water and energy use, since lower-water 
cooling consumes more electricity. Members and witnesses also discussed specialist training for 
planning officers, clearer government guidance on energy and water, and adequately resourced 
planning and enforcement teams. 

7. UK advantages and outlook 

Asked to set out the case for investing in the UK, witnesses pointed to the academic and research 
base, the scale of the UK economy, continuing demand from global technology companies serving 
the UK and wider European markets, and a well-educated technical workforce.  

Witnesses were not unduly concerned about the risk of an “AI bubble” creating stranded capacity, 
arguing that minimum operating requirements and continuing demand for conventional compute 
would provide a degree of protection. A substantial majority of global IT workloads have yet to migrate 
to the cloud, implying further data centre demand independent of AI, though one witness cautioned 
that current valuations may overvalue a small number of companies. Participants also cautioned 
against over-allocating capacity to data centres at the expense of storage, hydrogen and wider 
industrial electrification. 

ENDS 


