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The Chemical Industries Association offers this input to the 2017 Spring Budget at this most crucial 
of times for the economy and for the Country as we begin to exit the European Union. 

The Prime Minister’s recent speech sets some important clarity on what the country is seeking from 
the negotiations. We have recognised the Government’s stance and said as we enter the 
negotiations it is time for the business community to unite behind Government so we can help to 
inform the UK’s negotiating hand and achieve the best possible outcome for our country.  

We represent chemical and pharmaceutical businesses throughout the UK. Our membership 
includes multinationals such as GlaxoSmithKline, Ineos, Croda International, Sabic and BP plus many 
other companies of all sizes including SME’s. The sector adds over £14 billion of value to the 
economy, on sales of £40 billion and is responsible for around half a million direct and indirect jobs. 

 As one of the UK’s top manufacturing exporters’, we are trade intensive and, with 70% of 
operations headquartered from overseas we compete with global production locations for mobile 
investment capital. 

 The chemical industry improved its productivity by 10% between 2008 and 2014 and pays its 
workers on average 30% more than the average manufacturing worker. A large number of our jobs 
are in the north of England and Scotland.  

We are an energy intensive foundation industry, like steel, whose materials and technologies enable 
all other industrial activities in some way. Sectors like aerospace, automotive and construction are 
particularly reliant on the products from the chemical sector. Therefore, a strong and diverse 
domestic chemical industry is a key part of a successful manufacturing sector and critical to an 
industrial strategy. 

Industrial Strategy   

The chemical industry has a strong record of productivity gains playing a key role in improving not 
only local economic growth but also local and national productivity. We hope the Government’s 
industrial strategy will build on the success of initiatives like the Chemistry Growth Partnership 
which shows Government and Industry working together to achieve economic growth on a sector 
basis across the Country. 

 



PROPOSAL 1 – Treasury support for the development and funding of a successful Industrial Strategy 
for the United Kingdom built on a sectoral approach. Providing the right business environment to 
allow UK manufacturers to grow will deliver productivity gains and high-quality employment across 
the United Kingdom. 

 
Investment and taxation   

Official data show that UK chemical sector businesses invest around £4 billion annually, almost a 
fifth of total investment by UK manufacturing businesses. Despite that impressive performance 
many chemical businesses are foreign headquartered, making the business case for investment in UK 
productive capacity always a challenge.  
 
Any lack of investment will constrain not only short term growth but also weaken the longer term 
prospects of the UK chemical sector, where continuous investment in existing and new plant and 
machinery is essential to its competitiveness in the global marketplace. 
 
Innovation investment in developing new products and production processes is incredibly important 
to the UK chemical sector and its ability to continue to produce high value added products and 
maintain global competitiveness. Research and Development spending in UK chemical and 
pharmaceutical businesses was £5 billion in 2015, a fifth of total R&D spending in UK businesses.  

However, the UK can do more to encourage foreign-headquartered businesses (representing a large 
proportion of the chemical sector) to invest in R&D spending in the UK. The UK also need to do more 
to encourage the local production of innovative new products, often developed using UK public 
funding, to ensure that the returns from UK innovation stay within the UK. With that in mind we very 
much welcome the Government’s commitment to an additional £2 billion investment per year for 
research and development by the end of this Parliament. 

PROPOSAL 2 – On investment and taxation Treasury to lower corporation tax, increase investment 
allowances, remove plant and machinery from the calculation of business rates, increase the value of 
R&D tax credits, reform R&D tax credits and the Patent Box scheme to encourage innovation by 
businesses of all sizes and incentivise the local production of innovative new products developed in 
the UK. 

 
Energy and climate change 

The chemical industry is energy intensive, competes globally for product market share and inward 
investment, and has already done much to improve the energy efficiency of our existing production 
assets. The sustainability of our businesses is therefore critically dependent on secure and 
competitive energy supplies and cost effective carbon reduction schemes which do not leave us 
internationally exposed.  

Indeed, this is identified as a key enabler for the Chemical Industry Decarbonisation Roadmap which 
identifies actions to enable the sector to decarbonise while remaining competitive. Through the 
Chemistry Growth Partnership, the sector is working with Government to agree an action plan to 
implement the roadmap. However, it is clear that the UK’s high energy related costs are a continuing 
inhibitor to businesses making the investments that will be needed to make this successful.  



We have long highlighted that the UK-only Carbon Price Support (CPS) tax drives up the costs of 
consumers, including exposed chemical businesses. While the Energy Intensive Industry (EII) 
compensation package is designed to alleviate the competitiveness impacts of CPS, the eligibility 
criteria for the scheme has been cast far too narrowly and leaves many businesses exposed - in the 
UK chemical sector only 11 of the most electro-intensive businesses qualify.  

CPS also distorts emissions reductions in the EU power sector by interfering with the proper 
functioning of the EU Emissions Trading Scheme.  

Abolishing the Carbon Price Floor would:  

• Improve the competitiveness of UK electricity prices, aiding growth and reducing 
the risk of further deindustrialisation.  

• Enhance security of supply - with coal fired generation already being phased out, it 
would help to encourage investment in lower carbon gas fired electricity 
generators at a time when more base-load generating capacity is needed to ensure 
security of supply.  

• Ensure low carbon generation is incentivised more cost effectively - the Contracts 
for Difference mechanism is entirely capable of driving investment in specific low 
carbon investments. There is no need to add costs by unilaterally levelling up 
carbon prices across the whole power market as well.  

 
PROPOSAL 3 - Abolish the Carbon Price Floor (CPF) at the earliest opportunity  
 
It Is regrettable that it has not been possible to get EU state aid approval for conversion of the 
Renewables Obligation (RO) / small scale Feed-in-Tariff (FiT) or RO/FiT compensation measure to the 
exemption that was scheduled to start on 1 April 2017.  We therefore welcome the confirmation 
through the BEIS quote in the Daily Telegraph article on 15 January, that “We continue discussions 
with the EU on securing the remaining exemptions to begin the new system, and the current 
compensation will remain in place in the meantime”.  However, in the interests of business 
certainty, we would appreciate more formal confirmation that compensation will continue to be 
funded until such time as the exemption receives approval and is implemented, should approval still 
be possible.   
 
PROPOSAL 4 – Provide formal confirmation that there is a continuing budget for Renewables 
Obligation (RO) / small scale Feed-in-Tariff (FiT) compensation. 
 
From a competitiveness perspective greater certainty about the level of the Levy Control Framework 
(LCF) over the next 5 years will help to reassure chemical businesses about the cost effectiveness 
with which power supplies will be decarbonised.  It will also enhance security of supply by helping 
generators to plan their investments.   
 
We further understand that the future use of LCF is being reviewed.  We would support the 
continued publication of the LCF or another aggregate measure of the levies which are to be passed 
on to energy consumers.  This is because a single measure offers better transparency and ease of 
reference over more disparate sources when planning investment decisions.     
 
PROPOSAL 5 - Provide greater certainty about the future level of the Levy Control Framework (LCF) 



 
We continue to believe there is a strong case for establishing a fund to unlock EII investments in 
mature energy efficiency technologies and so realise additional carbon reduction opportunities.  
Such a fund would help to drive EII investments in mature energy technologies with a longer 
payback than would be supported by company payback criteria.  
 
Because they are energy intensive, our members seek to continually improve their energy efficiency 
so projects which meet company pay-back criteria have typically been implemented.  For example, 
under the Climate Change Agreements and a preceding voluntary energy efficiency agreement with 
government, the chemical sector has improved its energy efficiency by 35% over the period 1990-
2010.  
 
However, there is potential for projects with paybacks which go beyond company criteria. Other 
than payback, leading factors inhibiting these investments are internal competition for funding and 
resources and the lack of a level playing field (energy related policy costs).  
 
We believe that the provision of grant funding - even if only partial on a matched basis - would help 
to unlock the potential carbon savings. The establishment of a fund would also send a positive 
message to overseas head offices about the value placed by government on the UK manufacturing.  
 

PROPOSAL 6 - Establish a mature energy efficiency and decarbonisation technology fund 

 

The availability of skilled people post-Brexit 

CIA members are a part of a global industry, with complex supply chains crossing many borders. 
Within those supply chains there are many different specialisms and it is not possible to develop 
talent for all of them in one country. It is then typical to find highly skilled people of many 
nationalities working as either permanent staff or contractors in UK chemical plants. Similarly there 
are highly able British chemical engineers and scientists working across the globe because they are 
the best people for those roles. Obstruction of talent, either by post-Brexit immigration policies, or 
by retaliatory measures imposed elsewhere, has no upside. It is not possible to substitute 20 years of 
specialist knowledge in a very specific chemical discipline with a local training scheme. It is not 
possible for British talent to fully achieve potential if denied global opportunities. The continued free 
movement of skilled people is a high priority for the industry. 

Chemical and pharmaceutical companies understand the importance of providing local economic 
benefits including employment, but for a variety of business reasons, including skill shortages, need 
access to the global talent pipeline. ‘Getting the best can help secure employment for the rest’. 

PROPOSAL 7 – In our EU Negotiations we work for an outcome whereby non-UK born EU nationals 
working here are allowed to remain and a permit system that will help attract those skills we need. 
Nowhere is this more important than in the areas of specialist scientists and engineers, and the 
contractor workforce essential for time-limited major engineering and maintenance project.  
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