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The Chemical Industries Association (CIA) represents around 140 companies ranging from 
multinationals to SMEs from a sector which, in total, has 200,000 employees across every region of 
the UK. The chemical industry is one of the UK’s most important industrial sectors, accounting for 
11% of manufacturing gross value added1 As well as being major consumers of both gas and 
electricity for heating and power, our members use gas and oil as feedstocks to produce key 
intermediates for use by other manufacturing sectors as well as final products for households, 
ranging from paints to detergents, fragrances to pharmaceuticals. The chemical industry faces 
global competition and UK assets are predominantly owned by companies headquartered 
overseas. They can take the decision to manufacture outside of the UK or Europe where energy 
prices are less volatile and security of supply can be guaranteed. 
The industry supports the principles underlying the Green Paper which covers a number of 
main issues that are very important to the UK chemical industry, such as (i) liberalisation of 
EU energy markets, (ii) competitiveness, (iii) energy efficiency, and (iv) security of energy 
supplies.    
The following considers the six high-level points from the Green Paper in turn.  

1.  The EU needs to complete the internal gas and electricity markets. 

CIA agrees that the second electricity and gas directives on unbundling need to be fully 
implemented to create competition and allow industrial consumers the choice to source 
energy at competitive prices.  We agree that full structural unbundling should be 
considered.  Unbundling of distribution from supply is required so that there are no 
commercial conflicts of interest, for example, there should be gas release schemes to 
enable gas to be traded and plant divestment to ensure that there are no dominant players. 
Action is required now in continental Europe as it took many years to liberalise the UK 
market.   
The CIA supports a closer collaboration between Member States and this may be achieved 
through the formation of a European energy regulator to look at cross-border issues.  We 
agree that such a regulator could have decision-making powers for common rules and 
approaches such as a European grid code and would work together with the network 
operators.  
We support the initiative for a European Centre for Energy Networks, which could bring the 
network operators together in a formal body to assist work on developing a European Grid 
Code.  We are aware that in many Member States the lack of interconnection creates 
security of supply problems.  In addition, action needs to be taken to free up capacity 
reserved for former incumbents under electricity and gas long term contracts.  

2. The EU needs to ensure that its internal energy market guarantees security of 
supply and solidarity between Member States. 

                                                 
1  ONS, Annual Business Inquiry 
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CIA supports increased data transparency through creation of an European energy supply 
observatory, enhancing transparency on security of energy supply issues within the EU.   
The table below shows the how Member States have different levels of gas information 
transparency. 

Transmission 
System Operator  Public Gas Information When is the data 

published? 
National Grid (GB) Daily information Two days delay 

Fluxys (Belgium) Monthly information 18 months delay 

Gaz de France 
(France) Daily information 1 month delay 

Gas Transport 
Service (Netherlands) 

Daily information 
Indicative information (not actual),  

1 year delay 
1 day delay 

E.on Ruhrgas 
(Germany) Aggregate annual information 1 year delay 

Source: The Office for Gas and Electricity Markets (Ofgem) 

We require improved transparency on energy stocks at the European level, so that all 
storage system operators implement the Guidelines for Good TPA Practise for Storage 
System Operators (GGPSSO). If this happens, the benefit will be that consumers and the 
rest of the market will have knowledge on the amount of gas in store in Europe, and the 
market will be able to trade on actual data, and less on market sentiment and rumour.   
The CIA welcomes the discussion of a new legislative proposal concerning gas stocks to 
ensure that the EU can react to shorter-term emergency gas supply disruptions in a 
manner that ensures solidarity between Member States. 

3. The Community needs a real Community-wide debate on the different energy 
sources 

Primary energy supplies should be diverse in order to minimise risks to both supply and 
price, and to provide inter-fuel competition. We are very concerned by the projected 
growing dependency on gas: we believe that renewable sources alone will be unable to 
plug the gap left by closing ageing nuclear and coal fired stations, and look to both a new 
generation of nuclear plants and clean coal technology as means of providing baseload 
power. The use of gas as a raw material for manufactured products, and its flexibility in use 
as a domestic or smaller scale industrial fuel, mean it should as far as possible be reserved 
for these purposes. 
We note that the Green Paper would like to introduce a Strategic EU Energy Review to 
offer a clear European framework for national decisions on the energy mix, and we look 
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forward to discussing the contents of the EU Energy Review with the EU Commission.  We 
support the fact that fuel mix should be a decision up to each Member State but better co-
ordination is required to ensure that energy networks are reliant.  

4. Europe needs to deal with the challenges of climate change in a manner 
compatible with its Lisbon objectives 
The CIA's aim is to achieve a sustainable UK chemical industry by supporting innovation, 
competitiveness and playing a positive role in society whilst reducing our impact on the 
environment.  As intensive energy users, energy efficiency is always at the top of our 
agenda.   
While it is right that the EU should lead by example on climate change actions, our 
preference would be to see this take place within long term, international climate change 
commitments which engage the other main global market blocks.  Failing this there is a 
difficult balance to strike between leading by example and over-committing the EU in 
relation to global competitors, there is a danger of compromising our ability to meet the 
Lisbon objective of sustainable environmental and economic progress.   
We agree that Europe must act now on energy efficiency and renewable energy to address 
climate change.  However, we also believe it to be equally urgent that action should be 
taken outside of market based policy instruments to put more effort into developing the 
technological solutions needed to produce the fundamental step-change carbon reductions 
needed in the longer term, eg: for nuclear waste and carbon capture and storage as cited in 
the green paper. 
It is also important that the EU seeks action across all sectors of the economy.  Energy 
intensive industries, including the chemical industry, have been the early focus of the 
governments’ efforts to improve energy efficiency and reduce carbon emissions.  Indeed, in 
the UK, industry’s share of total final energy consumption is decreasing: the DTI’s Energy 
Indicators 20052, shows transport at 36%, households 30%, industry 21% and services and 
agriculture 13%.  We therefore applaud many of the measures outlined for the domestic, 
transport and non-energy intensive sectors, as there is significant potential to improve 
energy efficiency in these sectors.  We support in principle the promotion of an international 
agreement on energy efficiency, although clarification is needed at to what sectors this 
concerns or how this would interact with post-Kyoto discussions. 
We agree that market based instruments can be a cost effective and flexible means of 
securing reductions in emissions of greenhouse gases and recognise that EU ETS is a 
central plank of EU climate change policy.  However, it is important that such schemes are 
well designed and compliment each other.  Indeed, we believe that that the current policy 
mix provides more than sufficient incentives for energy intensive companies to be efficient.  

                                                 
2 Chart E11.2 
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A key concern is that UK companies are paying for their indirect CO2 emissions from 
electricity more than once and this is placing industry at a disadvantage to global 
competitors.  This arises because the EU ETS leads generators to pass through full costs 
to electricity prices but companies also pay energy tax through the Climate Change Levy, 
which meets the requirements of the Energy Products Directive.  In combination with the 
UK’s Renewables Obligation, these instruments add around 20% to the cost of electricity.  
We therefore require more information before considering whether we could support a 
Europe-wide “white certificates” system of  tradable certificates, for example, which sectors 
would this cover.    

5. A strategic energy technology plan 

The chemical industry will continue to work hard to add to the considerable gains already 
made, although it is becoming more difficult to maintain the past rate of savings because 
the chemical industry – throughout Europe - has always had to be very energy efficient in 
order to compete effectively in global markets.  However, the chemical industry can also 
contribute in many ways to reducing energy consumption in other sectors of the economy, 
for example through building insulation materials, lightweight components for transport and 
other engineering applications, battery and fuel cell components and low temperature 
detergents. 
We therefore agree that the EU needs an appropriately resourced strategic energy 
technology plan to help promote the development of promising energy technologies that 
should also help to create the conditions to bring such technologies efficiently and 
effectively to the EU and the world markets.  We also believe that this could also be 
supplemented by more coordination on an international basis with industry sectors capable 
of developing relevant technologies with more direct support for such work. 

6. A common external energy policy 

We are particularly supportive of pan-European coordination of infrastructure planning and 
construction, and in pursuing a dialogue at European level with major energy suppliers. We 
agree that by such means it should be possible to diversify the EU’s sources of energy.   
We agree that at Community level on the aims of an External Energy Policy and on the 
actions needed at both Community and national level to achieve it. 
There is major new investment required to ensure the security of EU energy supplies, 
notably new gas and oil pipelines and liquefied natural gas (LNG) terminals as well as the 
application of transit and third party access to existing pipelines.  
We agree that efforts should be intensified in the G8 to secure rapid ratification by Russia 
of the Energy Charter Treaty and conclusion of the negotiations on the Transit Protocol. 
The EU, as one voice needs to engage with all strategic partners that will play a role in the future of 
Europe's energy supplies.   

* * * * * * *  


