
    

 

 

Business energy and climate change 

priorities for the next Parliament 
 

As the recovery takes hold all minds should be focused on 

how we build a more prosperous and competitive UK 

economy. Delivering secure, affordable and low-carbon 

energy will be crucial to achieving this, supporting growth 

now, and underpinning our future economic health.   

Business has a vision for the UK’s energy future. This vision 
is of an economy which is both growing and greening; where 
we have enough energy from a diverse range of sources to 
power and heat our homes and industry; where we are using 
our resources efficiently and consumers are informed, 
engaged and in control of their bills. We want to see a market-
driven approach which builds on existing strengths to develop 
exciting technologies and break into new markets at home and 
abroad; which ensures the UK is well placed to develop a 
leading edge; and which allows all parts of the economy to 
share in the benefit.  The approach has to enable the UK to 
attract and retain global capital investment and have economic 
competitiveness at its heart. 
 
While this transition is well underway, we still have far to go, 
and our aim will only be reachable if all sides play their part. 
Business is, and will continue to be, at the vanguard of this 
transformation, innovating and investing to deliver our energy 
and climate change goals. But where investment cycles 
stretch far beyond political cycles, industry requires stable, 
consensual and long-term frameworks from government – this 
means sticking with the policies that work to enable firms to 
meet the task at hand.  
 
Both government and business also have a shared 
responsibility to educate the public and take it with us on this 
journey. At the moment, people don’t necessarily understand 
how our energy objectives relate to each other or the bills they 
pay, leading to a lot of misunderstanding and mistrust. 
Industry must of course work hard to rebuild public confidence, 
while politicians need to show greater leadership in joining the 
dots between our energy priorities and communicating this 
message within an honest debate about our energy future – 
one which is clear about both the costs and the benefits. 
 
In tackling our energy and climate change challenges, we 
have a once in a lifetime opportunity to deliver growth, jobs 
and prosperity right across the country and create a 
sustainable future for the next generations. Decisions taken 
over the next Parliament will have a major impact on whether 
or not we can meet this ambition, therefore it is essential that 
we follow a clear, credible and coherent path to get us there. 
 

The CBI has five key energy and climate 

change priorities, which are equally 

important and interrelated.  These priorities 

are:  

 Implement a long-term market 

framework to drive investment, 

maintaining security of supply and 

making progress on 

decarbonisation 

 Build on existing industry efforts to 

deliver a competitive and 

transparent energy market which 

works in the best interest of 

consumers 

 Stimulate the consumer and 

business market for energy 

efficiency and ensure it is an 

infrastructure priority 

 Maintain the UK’s economic 

competitiveness and ensure new 

and existing industries can thrive in 

the low-carbon economy  

 Play a strong role in Europe and 

internationally in order to achieve a 

supportive framework for UK 

investments 
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Implement a long-term market 
framework to drive investment, 
maintaining security of supply and 
making progress on decarbonisation  

The UK must attract a huge amount of investment in a 

range of fuels and technologies – including nuclear, 

renewables, gas and Carbon Capture and Storage 

(CCS) – in order to secure and decarbonise our energy 

supplies for the future, while underpinning job creation 

and growth.   

This Parliament has seen a huge effort from 

government and Parliamentarians, across the political 

spectrum, in developing Electricity Market Reform 

(EMR), which represents the largest transformation of 

the power market since privatisation and will underpin 

the UK’s transition to a low-carbon and more 

sustainable economy. The EMR framework needs to 

send a positive signal to investors, and it is crucial that 

all parties commit to implementing the mechanisms 

within it so that it provides an investable basis for 

building business confidence. Investment decisions 

will stand and fall on the details of the Contracts for 

Difference (CfDs) budgets and the implementation of 

the capacity market, and these should be the priority 

for a future government.  Beyond this, greater certainty 

can be achieved by providing visibility of the Levy 

Control Framework (LCF) beyond 2020. This is crucial 

given the opportunity that exists for the UK to carve out 

a slice of global low-carbon economy.  Already the 

UK’s low-carbon sales in 2011/12 were £128 billion of 

a global total of £3.4 trillion.   

The Green Investment Bank (GIB) can play an 

important role in financing investments, and has 

already demonstrated success in helping to deliver 31 

green infrastructure projects in the UK, committing 

over £1.3bn of capital and mobilising a total £4.8bn. 

Indeed, once built, its portfolio should earn taxpayers 

an average return of 8% per annum.2 However if the 

GIB is to have the maximum impact in supporting the 

low-carbon transition, it needs to operate at scale. As 

such, it should have the power to raise funds from the 

capital markets as soon as the UK’s fiscal position 

allows. 

Oil and gas is, and will, remain a crucial part of our 

energy mix and economy supporting 450,000 jobs and 

investing £14.4 billion in 2013 alone.3  Ultimately 

companies base decisions on economics and the UK 

must address low levels of exploration in the North Sea 

through a supportive regulatory and tax regime.  A 

future government must pursue a tripartite approach, 

working with industry and the new oil and gas regulator 

to maximise economic recovery, bring marginal fields 

online and fully utilise existing infrastructure. The next 

government should also continue to support onshore 

oil and gas and pay attention to the UK’s refining 

sector, which faces significant challenges in remaining 

competitive due to increased regulatory burdens.  The 

new ‘taskforce/industry forum’, which brings together 

government and industry to address this issue, should 

be supported. 

Over the long term, developing Carbon Capture and 

Storage (CCS) technology can create a sustainable 

role for fossil fuels in our energy mix. Given its huge 

potential, a future government must continue to work 

with industry, the EU and other countries to make 

progress towards wide-scale and cost-effective 

deployment of CCS. 

All parties should commit to: 

 Implementing all aspects of Electricity Market 

Reform and agreeing a post-2020 Levy 

Control Framework as soon as possible 

 Allowing the Green Investment Bank to 

borrow from the capital markets as soon as is 

fiscally possible 

 Pursuing a tripartite approach to maximise 

economic recovery from the UK Continental 

Shelf, supporting the nascent onshore 

unconventional oil and gas industry in the UK 

and identifying ways to reduce EU and UK 

regulatory costs on the refining sector 

 Progressing the development of cost-effective 

Carbon Capture and Storage – including for 

industrial application – at pace and at a scale 

that goes beyond the current demonstration 

programme. 

 

Build on existing industry efforts to 
deliver a competitive and transparent 
energy market which works in the best 
interest of consumers 

The UK energy market, to date, has a track record of 

delivering good outcomes for consumers. Indeed, 

households in the UK currently pay some of the lowest 

gas4 and electricity5 prices in Europe, while more than 

£45 billion has been invested by the private sector in 

our electricity infrastructure since 2010.6 However it is 

clear that a combination of recent price increases, 
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squeezed household incomes and customer 

dissatisfaction has led to a decline in trust between the 

industry, politicians and the public, which must be 

addressed.  

Improving transparency is a good place to start. With 

energy company profits very much under the spotlight, 

it is important to remember that firms need to make a 

fair return in order to make the investments we need – 

but it is also right to demonstrate to consumers that 

there is nothing to hide. Continued action to support 

customers in understanding their energy bills must 

also be a priority. The recently implemented Retail 

Market Review (RMR) reforms have reduced the 

complexity of tariffs and improved comparability, and 

should now be given time to bed in and evolve to 

reflect the future landscape of smart technologies. 

Consumers also say that they want to see greater 

competition in the market, with a recent CBI/YouGov 

survey showing that 47% of businesses and 38% of 

households believed this would help keep future bills 

down.7 A competitive market is a healthy market, and 

it is absolutely right that we see more companies 

entering and growing – challengers can keep 

incumbents on their toes, putting downward pressure 

on prices and driving quality and innovation.   

The inquiry being undertaken by the Competition and 

Markets Authority provides a good opportunity to 

investigate many of these issues, draw a line under the 

debate and restore public confidence. But to do this, 

and to be credible, it has to be given the room to get 

on with the job without political interference.  

All parties should commit to: 

 Accepting the outcome of the Competition 

and Markets Authority inquiry 

 Working with the regulator to publish an 

annual review of the impact of its Retail 

Market Review, as well as other market 

interventions 

 Commissioning an independent annual 

review that look at the drivers of energy prices 

and the cumulative impact of policy costs on 

prices and bills along with a cost-benefit 

analysis. 

 

 

 

Stimulate the consumer and business 
market for energy efficiency and ensure 
it is an infrastructure priority 

Energy efficiency holds significant potential in terms of 

reducing energy bills, supporting those in fuel poverty, 

improving security of supply and cutting carbon 

emissions.  Indeed, it is a clear solution to tackle the 

energy “trilemma”, and yet we have so far failed to 

deliver on a scale that is necessary. Support for energy 

efficiency among consumers is high – a recent 

CBI/YouGov survey found that over two-thirds of 

businesses and households agree that it is the best 

way to tackle rising energy costs. However the take-up 

of energy saving measures has not reflected this 

support. Whether it is households or businesses, many 

of the barriers that exist are the same: the 

landlord/tenant divide, a lack of knowledge or 

awareness, high up-front costs and competing 

spending priorities. Energy efficiency has been 

overlooked for too long, and in the next Parliament 

needs to move up the rankings and be seen as a 

critical investment in our infrastructure. 

Currently the UK has some of the least energy efficient 

homes in Europe and policy is failing to adequately 

address this.  The Green Deal, for example, is a 

missed opportunity and the future government must 

learn lessons from the current scheme and review the 

policy in forensic detail. This should start with exploring 

the full range of options to drive greater demand for 

household energy efficiency, as well as looking to 

address the complexity, delivery and financing 

challenges, building on the ‘pay as you save’ principle. 

Consideration must also go into what a post-2017 

energy efficiency programme might look like, ensuring 

that any scheme has a longer-term outlook and is of 

sufficient scale to provide confidence to industry and 

build the supply chain.  It must also be simple and drive 

innovation and be directed towards those most in 

need, particularly the fuel poor.   

For business, energy efficiency activity on the ground 

can have a material impact on UK growth and jobs, 

supporting a domestic market worth £17.6bn and 

employing 136,000 people whilst reducing bills for 

industry.8 However, the business energy efficiency 

policy landscape has grown ever more complex and is 

littered with overlapping schemes which often deter 

investment and threaten competitiveness. Efforts must 

therefore be redoubled to deliver a coherent 

framework which streamlines existing policies and 

encourages positive investment decisions.  
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All parties should commit to: 

 Ensuring any future energy efficiency 

programme is designed for the long-term, is 

sufficiently flexible and is more effectively 

targeted at those most in need of support 

 Exploring the full range of sticks and carrots 

to drive demand for household energy 

efficiency improvements, e.g. introducing an 

incentive scheme that benefits a broader 

range of households  and exploring the use of 

stamp duty to embed the value of energy 

efficiency into the housing market over the 

longer-term  

 Encouraging a range of household energy 

efficiency finance options, building on the ‘pay 

as you save’ model, e.g. salary sacrifice 

schemes or green mortgages  

 Delivering a roadmap to simplification and 

implementation of the business energy 

efficiency policy landscape 

 

Maintain the UK’s economic 
competitiveness and ensure new and 
existing industries can thrive in the low-
carbon economy  

The UK’s energy and climate change strategy must be 

pro-jobs and pro-growth, recognising the value of all 

industries in delivering the low-carbon transition. 

Currently, many UK-based industries, particularly 

those that are energy-intensive and trade-exposed, 

are facing a major challenge to their competitiveness 

as their energy costs increase faster than their 

European and international counterparts. Indeed, 

heavy energy users in the UK are facing electricity 

prices which are over 30% higher than the EU15 

median.9   A position whereby energy costs contribute 

to driving industry abroad or deter investment in the 

UK would be bad for jobs, bad for growth and bad for 

the environment. 

The decision taken in the March Budget to freeze the 

UK Carbon Price Support and expand and extend the 

compensation package provided partial relief for some 

energy intensive industries (EIIs) but there remains 

more that can be done. For example, it is important 

that a future government implements the exemption for 

these industries from the costs of Electricity Market 

Reform, to improve competitiveness with other EU 

manufacturers.  

Looking ahead, the next Parliament must move 

beyond simply protecting affected industries, and 

instead pursue an industrial strategy that allows these 

businesses to not only survive but also thrive in the 

low-carbon transition. Decarbonisation cannot happen 

without energy-intensive products such as steel, glass 

and cement, so it makes sense to take a broader and 

more holistic view of how these industries can 

maximise the opportunities presented by a green 

economy.   

To this end, a new government should work in 

conjunction with industry to further rollout long-term 

decarbonisation roadmaps for EIIs, including the 

decarbonisation of supply chains. An important part of 

this will be to support the deployment of on-site 

generation within industry, such as Combined Heat 

and Power (CHP), renewable heat and power, and 

other low-carbon technologies like CCS and heat 

networks. Enabling industry to take ownership of its 

energy needs and proactively engage, and prosper, in 

the low-carbon transition must be a key aim of the next 

government.   

All parties should commit to: 

 Implementing the exemption for energy-

intensive industries from the costs of 

Electricity Market Reform 

 Support the further rollout of EII roadmaps, 

including identifying and addressing the 

barriers to deploying on-site generation and 

low-carbon technologies, as well as exploring 

cost-effective ways to support the 

decarbonisation of supply chains  

 

Play a strong role in Europe and 
internationally in order to achieve a 
supportive framework for UK 
investments 

With the EU energy and climate change package for 

2030 progressing, and a long-term emissions 

reduction target due to be agreed, it is crucial that we 

work towards reform of the EU Emissions Trading 

System (EU ETS) so that the two work in tandem. 

While the EU ETS remains key in terms of driving cost-

effective decarbonisation across the EU, it is not 

currently incentivising low-carbon investment. It is 
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therefore important that long-lasting reform is 

implemented to address the structural challenges 

within the scheme and align it with our decarbonisation 

targets in a way that supports international 

competitiveness and drives investment for all sectors 

of the economy.  

Beyond this package, there is still a huge amount of 

work to do to deliver a truly integrated EU electricity 

market, and the next UK government should make the 

single market for electricity a reality. Most crucial is 

focusing on greater deployment of interconnection to 

Europe, which can create a more flexible and dynamic 

energy network, leading to a more cost-effective option 

to improve the UK’s energy security. A market-based 

approach which allows sufficient interconnection to be 

built makes sense, and we welcome further 

consideration by Ofgem on this issue. The work being 

done by Ofgem and DECC in considering how 

interconnection might participate in the Capacity 

Mechanism should be supported.   

Getting the right framework in place on the European 

stage would put us in a good position ahead of 

international climate negotiations in Paris next year. 

This major milestone presents a critical opportunity to 

translate good intentions into real actions in order to 

reduce global greenhouse gas emissions, grow low-

carbon markets and move towards a level footing. The 

UK can and should promote this outcome.  

All parties should commit to: 

 Working with our European partners to work 

towards long-lasting and holistic reform of 

the EU Emissions Trading System which 

reduces emissions, drives investment and 

works for all sectors of the economy 

 Complete the internal energy market, 

focusing on redoubling efforts on 

interconnection, ensuring it is delivered in a 

market-based way and that it can play a role 

in the Capacity Market 

 Working with European and international 

partners to promote a global climate change 

agreement in Paris 2015 with appropriate 

commitments from all countries 
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