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Exiting the European Union
The UK chemical industry – Britain’s growth  
engine – a vision for a post-Brexit future

The products and services of our 
companies can be found in every area of 
life from vital medicines, water treatment, 
food and clothing, through housing, 
many everyday goods and transport to 
communications and leisure activities. Our 
industry is at the forefront of providing 
solutions to current challenges on issues 
such as climate change through fuel cells 
and insulation of buildings. The chemical 
industry:

 
•  Contributes £60 million a day to the UK 

economy, equivalent to £15 billion per 
year

•  Spends £4.4 billion each year on 
investment in buildings, vehicles and 
machinery

•  Invests almost £5 billion each year on 
research and development

•  Manufactures products and 
technologies that are delivering a green 
economy, including delivering twice the 
carbon saving for society compared to 
what we use

•  Employs about 500,000 people – directly 
and indirectly – with pay around 30 per 
cent higher than manufacturing generally

•  Continues to be the UK’s largest 
manufacturing exporter.

Most importantly, 60% of chemical 
exports are destined for the European 
Union (EU), whilst 75% of chemical 
imports, many of which are essential 
raw materials, arrive from the EU. Our 
country’s exit terms from the EU are, 
therefore, critically important for our 
sector.

In this publication we set out 
proposals for how we can play our part 
in sustaining and enhancing the UK as 
a location for chemical investment so 
we can continue helping combat 21st 
century environmental global challenges 
and provide much needed employment in 
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“ we are the UK’s largest 
manufacturing export earner”

areas of the country that need it.
Over 40 years of EU law has now 

been incorporated into the UK’s legal 
framework. For a heavily regulated 
industry such as chemicals, the impact of 
this is another important aspect for our 
sector. The government has announced 
it will repeal the European Communities 
Act and transfer the body of existing 
EU law into UK law, with decisions to 
be addressed in the future about which 
legislation will remain and which should 
be repealed or amended. This provides 
opportunities as well as challenges. CIA 
is already working with regulators and 
with Government on all relevant aspects 
of this, including for example REACH, 
EU Emissions Trading Scheme and the 
Industrial Emissions Directive. In the near 
future, following further consultation with 
our member companies, we will publish 
more details on our proposals.



A chemical industry that 
continues to work for the UK
Every successful economy has a strong 
manufacturing base, with a chemical 
sector at its heart. In leaving the European 
Union we would stress four key priorities 
that must be secured to ensure that 
success:

1 Tariff-free access to the single 
market

2 The availability of skilled 
people

3 The supply of competitive 
and secure energy

4 A policy framework that 
encourages scientific progress 
that will lead to sustainable 
growth

1 Tariff-free access to the single 
market

 
Background
The majority of the UK’s chemical trade 
is with the EU, representing 60% of 
exports, 75% of imports – many of which 
are essential raw materials. Reversion 
to WTO rules and Most Favoured Nation 
(MFN) tariffs will negatively impact trade 
in both directions, but particularly exports, 
as most value-added activities are subject 
to higher MFN tariffs than raw materials. 
For example while some petro-chemicals 
are zero-rated, many intermediate and 
speciality chemicals have tariffs up to 

6.5%. Our customers, for example in food 
and car production, may experience even 
higher rates, creating cascades of direct 
and indirect impacts on UK industry.

Keeping existing trade channels open, 
not just with the EU but also with non-
EU countries, is a necessity for the UK 
chemical industry. 

 
Current situation
EU trade policy and responsibility for 
multilateral, plurilateral and bilateral trade 
and investment arrangements falls under 
the competency of the Commission (with 
inputs from the European Parliament and 
the Council of Ministers). Now that we 
have voted to leave, the UK Government 
has every reason now to negotiate bilateral 
trade or investment deals with other 
counties. 

We will continue to have tariff-free 
access to the single market until we leave 
the European Union.

 
Our proposals
The most immediate issue is to retain 
tariff-free access to the single market. 
In the long term this could be achieved 
through a free trade agreement but as 
a transition arrangement the UK should 
apply to retain its Customs Union 
membership*, one of the constituent 
parts of its current full EU membership. 
Parallel arrangements for trade in services 
will have to be put in place too. At the 
same time the UK should set out a draft 
schedule of tariffs and quotas based on 
current EU MFN levels to gain access 
to MFN benefits currently enjoyed by 
EU members with third countries and 
have access to WTO dispute settlement 
procedures. We need to prioritise 
candidate countries for bilateral free trade 
and investment agreement negotiations. 
It will also be necessary to review and 

possibly sign up to international economic 
agreements and treaties signed by the EU 
on behalf of member states since 1975 
(the year the UK joined the EU) as well as 
preferential trade arrangements such as 
the Generalised Scheme of Preferences. 
This process needs to happen because the 
Vienna Convention on the law of treaties 
concluded on 23 May 1969 does not 
apply to the break-up of unions of national 
states (but it does cover the break-up of 
nation states) which effectively means that 
the UK cannot automatically take on the 
obligations that applied before Brexit.

In the longer term, the UK will have 
to introduce its own anti-dumping and 
prior informed consent procedures 
(these are currently administered by 
European bodies). There are also EU trade 
regulations governing export licencing 
and trade in precursor chemicals that are 
covered by UK legislation based on EU 
regulatory requirements. Over time the 
UK’s arrangements in such policy areas 
may need to be reviewed and could start 
to diverge from EU practice.

We believe the UK should prioritise 
the United States and China with regard 
to new trade deals. In addition we will 
need to re-establish trade agreements 
with key countries such as South Korea as 
our departure from the EU will see us fall 
outside the current arrangements we have 
with such countries.

2 The availability of skilled 
people

 
Background
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 

*this would mean that the UK would also have to abide by any technical changes made 
to the Union Customs Code (which are unlikely in the short term as current provisions 
were introduced on 1 May 2016) and the UK would probably have to accept changes to 
customs tariffs and anti-dumping duty rates brought in by EU.

“ The most immediate issue is 
to retain tariff free access to 
the single market”



those in many EU countries and with the 
US, where the exploitation of shale gas is 
a ‘game-changer’. And unilateral UK and 
EU climate policies are inflicting a rising 
cumulative impact on our direct carbon 
costs and electricity prices – the former 
Department of Energy and Climate Change 
estimated that its policies will increase our 
power prices by 50% by 2020. UK energy 
prices can also be volatile when there are 
supply uncertainties

 
Our proposals
Retain some EU policy engagement 
including contribution to climate targets:

 
•  Free and fair access to the EU’s single 

energy market
•  EU Emissions Trading Scheme – to seek 

low cost alternatives to EU ETS or at 
least a post-2020 framework which will 
minimise production and investment 
leakage from energy intensive industries 
like chemicals

•  Minimise UK energy related policy 
costs – maximise scope for relief from 
renewable policy impacts on power 
costs; abolish or reduce Carbon Price 
Floor; ensure no tax increase from 
Business Energy Tax Reforms. Remove 
EU requirements which overlap with 
other instruments

•  Develop unconventional gas – urgently 
pursue the environmentally safe 
development of UK reserves of 
unconventional gas – progress societal 
understanding of the economic benefits 
of shale gas.

 

4 A policy framework that 
encourages scientific progress 
that will lead to sustainable 
growth

Background
Over the past two years, companies in 
the UK that make or use chemicals have 
received more than e30 million in EU 
grant funding to support innovation, with 

3 The supply of competitive 
and secure energy

 
Background
Concerns that UK energy is expensive, 
getting more so, and may be insecure, 
undermine investment by energy intensive 
industries. Many chemical processes are 
energy intensive. This particularly applies 
to the manufacture of basic chemical 
materials in bulk, where energy costs can 
be as much as 60% of production. Many 
fossil fuels are used as a raw material 
(feedstock), and not just as sources of 
power and heat. Much of that feedstock is 
turned into the chemical materials required 
to improve energy efficiency in a range of 
industries, including components for low 
carbon power generation. There is then 
no sense in an energy policy designed 
to encourage decarbonisation by making 
energy more expensive. All this does is 
offshore emissions by driving investment 
to more competitive production locations.

Our contribution is therefore critically 
dependent on secure and competitive 
energy supplies and cost effective carbon 
reduction schemes which do not leave 
us internationally exposed. Competitive 
energy for use as fuel and feedstocks 
makes the UK a more attractive location 
for chemical industry investments and 
provides indigenous supplies of chemical 
materials for UK supply chains.

 
Current situation
For large energy users, UK gas and 
electricity prices are uncompetitive with 

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 you will 
find 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 their own 
potential if denied global opportunities. The 
continued free movement of skilled people 
is a high priority for the industry.

 
Current situation
There are immigration controls currently 
preventing businesses from recruiting 
who they want. Companies can recruit 
EU workers. Some proposals suggest the 
EU element will be tightened or removed 
but the global (non EU) workforce access 
might open-up/increase.

 
Our proposals
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’.

“ Owing to the specialised 
nature of our work, chemical 
and pharmaceutical 
businesses need to be able 
to recruit from a global 
population”

“ Our contribution is critically 
dependent on secure and 
competitive energy supplies 
and cost effective carbon 
reduction schemes which 
don’t leave us internationally 
exposed”



work our issues; our companies stand 
ready to help Government with any 
information or input it needs for the 
negotiations and post-Brexit life.
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Our Brexit team

STUART ARNOTT – President Global 
Operations, Croda International plc

MARTIN ASHCROFT – Managing Director, 
Tata Chemicals Europe

TONY BASTOCK OBE – Chairman, 
Contract Chemicals Limited

RICHARD CARTER – Managing Director, 
BASF UK and Ireland

TOM CROTTY – Director, INEOS Group

MELVIN DAWES Country Manager, UK 
and Ireland, Solvay
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ANDREW JONES – President UK, Ireland 
and Nordic, Dow

CALUM MACLEAN – Chief Executive, 
Synthomer plc

ROBERT MACLEOD – Chief Executive, 
Johnson Matthey plc

DAVE TUDOR – Vice President, Primary 
Pharma Operations, GlaxoSmithKline
 
Our team of Chemical Business 
Executives and Technical Specialists led 
by our President, Tom Crotty, and Chief 
Executive, Steve Elliott, will continue to 

Kings Buildings, Smith Square, London, SW1P 3JJ, Telephone: 020 7834 3399. Email: enquiries@cia.org.uk. www.cia.org.uk

© Chemical Industries Association October 2016

Tom Crotty
President,
Chemical Industries 
Association

Steve Elliott
Chief Executive,
Chemical Industries 
Association

more than half that going to SMEs. During 
the same period UK universities have 
received over e20 million from Europe to 
support collaborative research in materials, 

manufacturing and nanotechnology. It’s not 
just about funding. Collaborative projects 
enable companies, Research & Technology 
Organisations and universities to build new 
networks across Europe. Such projects 
provide routes for businesses to reach 
new markets and they encourage and 
facilitate uptake of new technologies by 
end users and customers.

Current situation
We welcome the guarantee of funding for 
successful projects that have been applied 
for prior to leaving the EU. The Treasury will 
underwrite the payment of such awards, 
even when specific projects continue 
beyond the UK’s departure from the EU.

“ The UK contribution to global 
science is a key factor in 
attracting investment to our 
country”

Legal entities from non-EU countries 
that have agreed ‘Associated Country’ 
status can participate in EU-funded 
science and research programmes and 
facilities under the same conditions as 
legal entities from the Member States. 
Countries are ‘Associated’ to Horizon 
2020. Their participation is the result 
of the conclusion of an international 
agreement. As a fully associated country, 
collaboration opportunities and access to 
funding are legally equivalent to those of 
a Member State. Beneficiaries of funding 
are subject to the same terms under 
the grant agreement and consequently 
the same rights and obligations with 
respect to intellectual property and 
commercialisation. Agreements to become 
an associated country are reached via 
different mechanisms, thus agreements 
regarding the free movement of people 
are specific to each situation. Being an 
equal partner in discussions regarding 
the content of work programmes during 
implementation of Horizon 2020 (and 
the structure of future frameworks) is an 
important consideration for the UK.

Our proposals
The UK needs a long term guarantee 
of programmes that fill any gap created 
by potential loss of European funding. 
This will allow businesses to continue to 
build partnerships across Europe and the 
globe; to have equivalent opportunities 
to lead developments in technology and 
innovation and to continue to encourage 
highly skilled scientists and technologists 
to come to the UK. We would also like to 
see the joint Government/industry sector 
councils further develop global centres 
of R&D excellence in the UK. When 
considering possible opportunities of 
leaving the EU, it is possible that the UK’s 
pragmatic and proportionate approach 
to regulation could offer advantages for 
innovation. Our departure could provide 
circumstances for more favourable 
regulation, using a risk-based approach and 
a respect for sound science that fosters 
innovation, for example in areas such as 
nanomaterials and shale gas exploitation. 


