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Natural gas and the crisis in manufacturing 
Some ready remedies for Victoria 
 
A2EP is a not-for-profit organisation that represents a wide range of stakeholders in the commercial 
and industrial sectors. The impact of high gas prices, particularly in Victoria, is putting pressure on a 
number of manufacturing businesses, including Kagome and Flickers, with Advance Bricks shutting 
down citing unviable gas prices. Further information is at Appendix A. 

The recently released Victorian Gas Substitution Roadmap1 is a welcome contribution to an 
increasing focus on decarbonisation of services that now rely on fossil gas. It focuses strongly on the 
urgent need to manage winter gas demand, which is mainly driven by residential and commercial 
sector gas consumption. As reported by AEMO, demand from large industrial users does not cause 
substantial seasonal peaks. The Roadmap and its recommendations focus mainly on residential gas 
consumption along with substantial support for longer term solutions via research and development 
on hydrogen supply. 

We recognise that most of the analysis on which the Roadmap is based was carried out before recent 
dramatic spikes in wholesale gas prices that are seriously impacting on industry. We also note that 
the strategy aims to free up gas supply for industry and that the VEU program has introduced 
support to reduce gas usage via the new commercial and industrial heat pump activity. With on-
going price and supply pressures facing business gas users in Victoria (commercial and industrial), our 
industry members are seeing opportunities to do more to reduce gas dependency and help 
decarbonise. 

On this basis, we call for a supplementary strategy that can both assist Victorian business and 
contribute to climate response.  

Gas prices are now higher on the east coast of Australia compared with that same gas delivered 
(liquified, shipped and gasified) overseas. These gas prices are costing Australia crucial manufacturing 
jobs. Governments can make meaningful, effective and sensible interventions, now. Whilst 
investment in renewable electricity for Australia’s grid will help decouple electricity prices from gas 
prices, this process will take several more years to have a meaningful impact. In the meantime, major 
reductions in gas use and costs can be facilitated with simple incentives. 

In response to this crisis, A2EP has consulted with industry to consider measures that will reduce gas 
consumption, lower costs to operate, sustain firms and jobs, keep manufacturing onshore. 

Modelling by A2EP and its members has identified over 5PJ of natural gas savings that can be 
achieved in the next 12 months and a further 20 PJ that can be achieved within three years, in 
Victoria alone. Part of this saving can come from energy efficiency and part from fuel switching to 

 
1 https://www.energy.vic.gov.au/gas/victorias-gas-substitution-roadmap 
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electrification, bioenergy and solar thermal. Importantly, when electrification is achieved with heat 
pumps and coupled with thermal storage, A2EP modelling shows that the increased electricity 
demand can be shifted to periods of high renewable electricity production and/or low grid utilisation, 
thereby avoiding increased peak load on transmission and distribution networks. 

Priority technologies to achieve these reductions in Victoria are: 

• Heat recovery such as boiler economisers, air recuperators and plate heat exchangers (in 
Victoria >1PJ in next 12 months with potential for >10PJ) 

• Boiler, burner and steam system upgrades (in Victoria > 1PJ in next 12 months with potential 
for > 6 PJ) 

• Heat pumps or solar thermal coupled with thermal storage (in Victoria >3PJ next 12 months 
with potential for >7PJ) 

• Maintenance - heat recovery and steam system performance has declined from the original 
specifications often due to a lack of ongoing maintenance and absence of sub-metering that 
demonstrates energy productivity benefits - (PJ estimate not modelled) 

• Green gas or renewable gas certificates for biogas to encourage those flaring biogas to 
instead upgrade and utilise the gas via pipeline injection or compression, bottling and 
transporting to needed locations (~2.5PJ pa across Australia) 

All of these technologies are expected to generate local content greater than 50% and stimulate jobs 
across manufacturing, contracting, consulting and trades. 

Furthermore, bioenergy in rural and regional areas offers potential to drive economic and jobs 
growth, and to replace other high-cost energy sources (LPG, diesel). It can potentially provide energy 
for emerging modular distributed manufacturing and processing technologies that can be located 
away from existing gas grids. 

Immediate, off the shelf, no-regret actions 

1. Steam system audit - fast track of a program to audit overall efficiency of steam boiler 
systems to help industry quantify benefits of improvements and look beyond simplistic boiler 
efficiency measurement determined by flue gas temperatures which are resulting in massive 
overestimation of efficiency. 

2. Metering and monitoring – fast track a program to enable gas users to understand their gas 
usage profile, enabling insights for energy efficiency and modelling of electrification options 

3. Fast track adoption of a deemed method for boiler economisers with a short term 50% 
increase in the certificates awarded for the deemed method or an alternative means of 
providing higher incentives to assist industry to cope with high gas prices 

4. Fast track development of simple measurement and verification for VIC VEU project based 
activities using energy and carbon tracking software platforms. 

5. Loan security - meaningful gas reductions at food and beverage processors will require 
investments of more than $1M per site however finance for capital projects such as 
industrial heat pumps is not well supported by Australia’s banking institutions. Intervention is 
required to support loans for such investments. 

6. Adoption of the NSW ESS approach in Victoria to allow large energy users to access VEECs 
without forming part of the VEU and incurring higher energy costs. 
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7. Programs of engagement with businesses to support benchmarking and knowledge sharing 
and confidence in success. 

The above actions will support a broad range of manufacturers however there are three main 
sectors that can take action and reduce gas usage in a short time frame. These are: 

• Food and beverage manufacturers – (>300 sites in Victoria) >1 PJ in next 12 months with 
potential >5 PJ  

• Aquatic centres (>100 large, >300 small-medium sites in Victoria) - >1PJ in next 12 months 
with potential of >3.5PJ  

• Commercial buildings using domestic hot water systems – (several thousand sites in Victoria) 
>1PJ in next twelve months with potential >3PJ 

Strategic actions to support medium term, transformative reductions in gas usage across Australia 

1. Energy efficiency mapping - collaborate with energy efficiency consultants to create a 
database of energy efficiency opportunities using audits from the last 5 years. 

2. Re-establish the Energy Efficiency Opportunities program which was generating over $300M 
of energy savings at a carbon cost of -$95 per tonne of avoided emissions when it was closed 
off in 2013. 

3. Boiler mapping - collaborate with energy efficiency consultants to map the current steam 
boiler and burner installed base to allow modelling of electrification, bioenergy and solar 
thermal opportunities 

4. Identify and begin to develop workforce attributes and skills that will be required over the 
next decade. 

5. Increase ARENA funding to support electrification opportunities which are available now.  
Utilise learnings from New Zealand’s 750M NZD GIDI program which is supporting industry to 
move to renewable heating sources. An equivalent sized program in Australia would have 4B 
AUD in funding (ie 1.6 times ARENA’s current funding).   

 
Acknowledgements: Northmore Gordon (modelling), Alan Pears AM and A2EP members: 
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Appendix A – Gas crisis becoming a manufacturing crisis 
 
ABC news reported that local manufacturer Advance Bricks, located at Stawell (about 230kms NW of 
Melbourne), is shutting down after more than 82 years in business. Employing 23 staff, they are no 
longer afford the power bill after the collapse of commercial gas supplier Weston Energy in late May.  

The ABC has highlighted similar stories across other industries in the few months including in the 
textile, plastic, chemical, meat processing and food processing industries.  

Following the collapse of Weston, Flickers, one of Australia’s last remaining textiles and dye house is 
facing the prospect of closing down. Located in Melbourne, they are the producer of fabric for the 
Australian cricket team’s baggy green caps and printed fabric for uniforms worn at the Sydney 
Olympics. 40 staff at the factory and 500 indirect jobs are at risk.  

Qenos, Australia’s largest plastics producer, has also raised concerns of their business being 
threatened as it buys about 40% of its gas on the open market. 750 jobs on the line. 

It was reported in the ABC’s 7:30 Report that the manufacturing business CausMag in Young was 
under threat. CausMag is a manufacturer of Magnesium oxide (often used as an additive in milk 
products from milk quality deficient cows). CausMag make up more than 80% of Young’s gas usage. 
Following Weston going bust - CausMag gas cost increased 3.5 times on its previous costing. The cost 
of gas is now more than the cost of the product itself. Passing on this cost has lost them customers to 
competitors - mostly imports from China. 70 years of expertise and jobs are at risk if this continues.  

ABC news reported that the price of gas is impacting energy-intensive food processors who say the 
crisis could shut down their operations and push up food prices. Master Butchers Coop in South 
Australia reported that their gas price has grown seven-fold and if this continued it would be 
terminal for them. If they close there would be flow on effects into the meat and poultry industry. 

Similarly, Bendotti Exporters, WA’s only local commercial (potato) chip manufacturer has warned 
it will be forced to increase prices following a gas price increase of almost half a million dollars. 
Company’s gas bill was increasing by 60 per cent on the last contract period of two years. 

Kagome Australia, the largest tomato processing company is based in Echuca Victoria. Kagome has 
secured their gas contract for 2023 in January at $1 million greater than their 2022 contract. They are 
concerned that gas pricing continues to grow they may not be able to continue operating in 2024 or 
2025. They employ approximately 300 staff and produce products consumed in Australia, New 
Zealand, and across South-East Asia. It was also a concern to other surrounding businesses “We’re 
talking $3-$5 billion of spend here in regional Victoria, we’re talking 3,000-5,000 employees. It would 
devastate the regional area that is the food bowl of the Goulburn Valley.” 

  

https://www.abc.net.au/news/2022-06-17/gas-prices-advance-bricks-energy-crisis-regional-jobs/101161446
https://www.abc.net.au/news/2022-06-03/gas-crisis-threatens-manufacturers-jobs-and-rising-prices/101114712
https://www.abc.net.au/news/2022-06-03/gas-crisis-threatens-manufacturers-jobs-and-rising-prices/101114712
https://www.youtube.com/watch?v=sHoSlSq5pzU
https://www.abc.net.au/news/2022-06-09/spiking-gas-prices-threaten-food-costs/13922822
https://www.abc.net.au/news/2022-06-29/wa-chip-producer-price-increase-due-to-gas-prices/101168084
https://www.abc.net.au/news/2022-06-03/kagome-raises-alarm-on-soaring-gas-prices/101123958
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Appendix B – Victorian energy data  
 
Australian Energy Statistics data for 2017-18 2 (selected to reflect pre-Covid activity) reflects several 
important points: 

• Manufacturing gas consumption is around 60 PJ, 25% of Victorian gas use (excluding gas used 
by the electricity sector of around 50PJ which is very variable). Of this, the food and 
beverages sector is 17 PJ, around 7% of gas use 

• The commercial sector uses around 37 PJ (15%) of gas and substantial electricity. Its impact 
on winter gas demand through both gas and electricity use) is therefore substantial 

• The residential sector uses around 110 PJ, 46% of direct gas use, as well as substantial 
electricity for resistive space heating and hot water. 

• Electricity supply consumed around 50 PJ of gas in 2017-18 and OpenNEM data shows that 
gas supplies a substantial proportion of Victorian electricity on winter peak days, when both 
commercial and residential sectors use a lot of gas. There is likely to be significant potential 
for industry to manage gas consumption in winter.  

 
Industrial consumers typically pay lower prices for gas, which means that recent increases in 
wholesale gas prices have proportionally greater impact on their gas costs. 
 

From Australian Energy Statistics Table F3 

 Gas consumption  
 2017-18 2018-19 2019-20 

 PJ PJ PJ 
Div. A  Agriculture, forestry and fishing 0.7 0.8 0.8 
Div. B  Mining (almost all oil&gas extraction)         21.1 19.8 17.1 
Div. C  Manufacturing         61.1 58.3 59.4 
OF WHICH    
 11-12 Food, beverages and tobacco       17.0 16.6 17.0 
 13 Textile, clothing, footwear and leather   3.6 3.4 3.0 
 14 Wood and wood products      0.7 0.7 0.7 
 15-16 Pulp, paper and printing 4.1 3.8 4.0 
 20 Non-metallic mineral products      9.8 9.9 9.5 
TOTAL separately reported industry 35.4 34.3 34.1 
Other industry (mostly energy intensive) 25.7 24.0 25.3 

    
Div. D  Electricity, Gas, Water & Waste Services 55.3 49.6 46.7 
OF WHICH    
 26 Electricity supply 51.0 45.2 41.9 
 27 Gas supply    4.1 4.3 4.7 
other (water) 0.2 0.1 0.2 

    
Div. E  Construction         1.8 1.8 1.9 

    
Commercial and services a 36.8 37.8 35.8 

 
2 https://www.energy.gov.au/publications/australian-energy-update-2019 
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Div. I  Transport, postal & warehousing       3.2 2.7 2.6 

    
Residential           111.3 113.0 119.1 

    
Total  291.3 283.9 283.4 
Elect % 17.4967 15.928 14.7705 
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