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Consultation on the UK Global Tariff 

1. UKPIA Response - Supplementary Information  

UKPIA and its members are - in principle - in favour of most of Government’s 
objectives stated in the consultation. Simplifying and making more 
consistent arrangements for tariffs while removing nuisance tariffs are 
worthwhile objectives.  

While such changes are welcomed, the downstream oil sector is a 
commodity market of fungible, highly tradeable, products which despite high 
trade volumes tends to be traded with low margins. As a result, trade that is 
not done on reciprocal trade terms risks disadvantaging UK refineries and 
the UK Global Tariff (UKGT) could well result in such an outcome in its 
current form. 

1.1 In accordance with the statement of the UK Government in the introduction to 
consultation, the Downstream Oil sector (DSO) too “has always been a 
champion of free trade and a firm believer in the vital role trade pays in 
boosting wealth and raising billions out of poverty.” The UK DSO sector is 
already a major trader within the global oil market, importing £19 billion of 
crude oil in 2019 with the import and export of petroleum products amounting 
to almost £29 billion of products in 20191.  

1.2 Should the UK Government be able to negotiate Free Trade Arrangements with 
the EU and other large economies then we all stand to benefit and UKPIA and 
its members support this ambition of Government now that we have left the 
European Union. 

1.3 However, there is a need to balance support for free trade and the interests of 
the consumer against the need to keep a level playing field for manufacturers. 
It is worth considering - as the “UK has the opportunity to develop an 
independent trade policy” to quote the consultation - the benefits that having 
a strong domestic sector can bring. While UK Government is right to be a 
champion of free trade, there is a risk of manufacturing leakage should the UK 
act unilaterally and not protect its domestic manufacturing base. 

1.4 The purpose of this supplementary paper is to offer wider considerations that 
we believe should inform any final decisions on the UK’s future tariff 
arrangements (where no alternative Trade Agreement exists). In addition to the 
‘in principle’ and modelled assessments made in our response to the online 
portal’s questions, we seek also to highlight potential effects from the 
proposals, including: 

 
1 UKPIA analysis of UKtradeinfo.com, accessed February 2020 (see Annex) 
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• The effect on competitiveness of UK refineries involved in international 
trade 

• The effect on the UK’s ability to meet domestic and global decarbonisation 
objectives  

• Highlighting the nuances of the UK downstream fuel supply that may be 
affected by an increasing reliance on imported product as well as the 
impact on security of supply for what remains over one third of the UK’s 
energy usage 

• How international oil companies make investment decisions and the 
potential loss of inward investment 

• Consideration of the New Zealand tariff model flagged in the consultation 
documentation 

 

2. Potential for introducing a Competitive Disadvantage 
for Refineries and Different Regional Impacts 

It is vital for UK refineries that the current level playing field (where access 
to markets is on equal terms) be maintained. The UK Global Tariff does not 
do this, unilaterally reducing import tariffs without securing equivalent terms 
for UK exporters. 

Additionally, due to the existing UK supply chain - where some regions are 
primarily importer-supplied while others are principally supplied by domestic 
refineries – local supply chains are unlikely to experience the changes post-
Brexit in the same way and the protections offered by import tariffs to 
domestic refineries may only be felt as increased supply costs to import-
reliant regions. 

2.1 The EU negotiating position makes clear that failure to agree level playing field 
arrangements with the UK by the end of the transition period will result in 
unavoidable EU-UK trade barriers. This will likely include a move towards 
imposing WTO tariffs on petroleum products moving between the UK and EU.   

2.2 If this is the case, the impact of a failure to secure level playing field 
arrangements for petroleum products will lead to a number of outcomes for 
the UK’s downstream oil sector. This could include:  

2.2.1 Increased trade barriers for UK produced fuels exported to the EU, 
leading to increased costs for UK refineries intending to export and a 
loss of market share in EU economies, such as the Republic of Ireland, 
Belgium and the Netherlands. Although WTO tariffs on finished petroleum 
products are lower than products in other sectors, i.e. finished automotive 
components or agricultural products, this needs to be viewed in the context 
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of the “Net cash margins … for EU refiners [being] lower than for refiners in 
several competing regions”2. 

2.2.2 UK refineries being put at a competitive disadvantage in the UK 
domestic market by EU and RoW refiners, exacerbated by those states 
that support their domestic refining industry with state aid or via the tax 
system3. RoW refiners currently export competitively to the UK under WTO 
tariff rates, a move to even 2.5% import tariffs (from 4.7% now as is the 
case for motor gasoline) would increase their competitiveness.  

2.2.3 A resulting reduction in UK refinery capacity and investment by 
downstream companies in UK-based assets, (potentially including at 
least 2 refinery closures as identified in the UK Government’s own 
Operation Yellowhammer contingency document4) due to the acute 
economic pressures of no longer enjoying barrier-free trade with the EU in 
the first instance and by imbalanced competition in the UK domestic 
market in the event of a unilateral import tariff schedule (such as the 
UKGT).  

 
2.3 Scepticism regarding industry concerns of a reduction of refining capacity in 

such an event – including potential refinery closures – were expressed during 
the course of 2019, notably by Wood Mackenzie. Their analysis claimed that 
in the event of a ‘No Deal’ “while the [refining] sector’s dynamics would shift 
and margins will narrow, it will not be crippled.”   

2.4 This was based on an assumption that in the event of a UK unilateral 0% import 
tariff corresponding with an external WTO tariff imposed by the EU “UK 
refineries would see their 2019 Net Cash Margin (NCM) decline by an average 
of just $0.45/bbl” and that nonetheless “if tariffs are raised on all export 
destinations, domestic prices could fall…. because while it will be more 
expensive to place barrels overseas, exporters still need the differential to 
make exports worthwhile”. According to Wood Mackenzie, even in a worst-
case scenario all UK refiners were expected to “maintain a positive NCM in our 
2019 forecast.” (Source: WoodMac).  

2.5 However, basing their analysis on a short-term assessment of UK refiners 2019 
NCM (and assuming that 2020 margins would be higher due to the impact of 
the IMO 2020 sulphur cap) omits UKPIA’s concern that – whilst NCMs may or 
may not become negative in 2020 as a result of WTO tariffs – this would 
undermine the long-term competitiveness of the sector. Early indications are 
that large middle distillate margins have not yet been seen5, therefore the 
assumptions that had relied on IMO-supported margins in 2020 do not appear 
valid. 

2.6 A reduction in UK domestic refining capacity in the long-term as a result of 
WTO tariffs and a unilateral reduction in UK import tariff rates from the WTO 

 
2 EU Petroleum Refining Fitness Check: Impact of EU Legislation on Sectoral Economic Performance (2015), p35 
3 https://www.spglobal.com/platts/en/market-insights/latest-news/oil/121718-outlook-2019-russias-tax-overhaul-has-refining-in-a-fever 
4 https://www.thetimes.co.uk/article/operation-chaos-whitehalls-secret-no-deal-brexit-plan-leaked-j6ntwvhll 
5 http://www.energyintel.com/pages/trending.aspx?docid=1053852 
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level playing field cannot be ruled out. The net impacts of a reduction in UK 
refining capacity are outlined below. 

2.7 UKPIA acknowledges that UKGT provides some protection to the UK’s 
domestic manufacturing by not fully liberalising import tariffs. It is recognised 
that, unless a Free Trade Agreement can be struck with the EU (although this 
is the stated intent of both parties so far as we understand) that the tariffs 
applied to goods exported to the UK from the EU will rise when considered 
against the existing 0% tariffs in the customs union.  

2.8 Logically, the increase in tariffs from EU exports (e.g. motor gasoline will now 
incur a 2.5% tariff) may make domestic refiners more competitive in the UK 
inland market thereby reducing the overall impact of the two points above. 
However, for individual refinery operators it is likely that the negative impact of 
the reduced access to overseas markets, especially the EU, will outweigh the 
net positive impact for UK refineries in the domestic market: 

2.9 Based on publicly available information and calculating only the direct impact 
of additional or reduced tariffs in a UKGT scenario against the status quo, 
UKPIA has calculated the following overall impacts (UKPIA analysis based on 
HMRC trade data – this is contained in the attached paper in section 3 of this 
response.): 

• UK Imports from EU – Increase in tariff cost by £77.1m (+ an additional £232m 
if biofuels with high tariffs are included alongside other feedstocks other than 
crude*) 

• UK Imports from RoW – Decrease in tariff cost by £8.9m (-£3.5m incl biofuels) 
• UK Exports to EU – Increase in tariff cost by £167.5m (+£64.4m incl biofuels) 
• UK Exports to RoW – are broadly unaffected** as WTO rates will continue to 

apply 

*As shown by the figures above, the UK imports all biofuels from within the EU 
(at least as final supplier, DfT figures indicate a wider set of sources including 
outside the EU). As imports are within the customs union they move at 0% 
tariff. It is vital given the high tariffs for ethanol (<55%) in particular but also for 
FAME (6.5%) that if no FTA is agreed with the EU that UK companies be able 
to import biofuels at tariffs that reflect final use as a fuel. This is addressed in 
a later section. 

**It should be noted that the EU has free trade agreements with many other 
countries and blocs globally, not all of which are expected to be replaced by 
the UK ahead of January 2021, however, it is noted that two of the larger oil 
and product trade partners (in Norway and S Korea) do have such 
arrangements in place. We hope that the rolling over of all FTAs will be a 
continuing effort of UK Government 

2.10 UKPIA is not able to estimate the level of change in behaviour, which 
will potentially be exacerbated by Non-Tariff Barriers (e.g. new border checks 
that may be required), however, it should be noted that UK imports from the 
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Rest of the World are already taking place even with existing tariffs and 
unilaterally reducing those tariffs via the UKGT could well see an increase in 
the volumes of product imported to the UK. In contrast, there can be no 
guarantee that the cost of UK exports will be reduced in the near term as Free 
Trade Agreements – the only likely means for other countries to reduce tariffs 
- are likely to take some time to agree.  

 

2.11 In terms of different effects on UK regions, changes to tariffs my 
not be felt uniformly across the UK and import-reliant areas (in particular: 
London and South East, North East England and the South West) may 
experience higher supply costs as a result of increased import tariffs.  

2.12 This would be the case for example, if a region is supplied by large 
imports of motor gasoline from the Amsterdam – Rotterdam – Antwerp hub in 
the EU which have moved at 0% tariff under the customs union. Under the 
UKGT (i.e. assuming no Free Trade Agreement with the EU) these imports 
would be subject to a tariff rate of 2.5% (4.7% under current CET) and - given 
the highly competitive nature of the UK’s downstream fuel supply - this 
increase in cost may well result in increased costs to the consumer, with an 
indicative additional cost of 1.01ppl6 or 1.90ppl if a 4.7% import tax was 
applied.  

2.13 The potential for increased cost, therefore, is in effect a ‘tariff premium’ 
that is associated with the protection of a more level playing field for UK 
refineries. However, due to the fact that the aforementioned regions are 
primarily import-supplied, those regions may see an increase in supply cost 
without showing any direct or local benefit through retention of a refining base 
in that region (which already they do not have). 

2.14 UKPIA and our members are clear that our preferred outcome is to see 
a Free Trade Agreement(s) that will ensure that goods move freely between the 
UK and EU and ideally other countries – our expectation is that this is also the 
way to avoid unnecessary increase in costs of supply. However, it should also 
be acknowledged that any increased import tariffs – which represent the 
additional cost in the supply chain which may result in high prices to the 
consumer - will be collected by the UK Government. We would note that the 
current pump price of petrol is around 62% taxation (not counting tariffs) and 
that government has the capability to affect consumer prices more than the 
fuel supply chain should it have concerns about ‘minimis[ing] costs to business 
and consumers’ post-Brexit as has previously been publicised7. 

 

 

 
6 Based on a calculation using the Feb 2020 price for unleaded petrol of 126.78ppl and applying a 2.5% tariff (on its price before tax 
and VAT) 
7 https://www.gov.uk/government/news/temporary-tariff-regime-for-no-deal-brexit-published  
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3. Impact on Greenhouse gas emissions  

A reduction in refining capacity in the UK (potentially as a result of refinery 
closures or suspending/reducing operational processes across particular 
product slates) would increase the need for the import of petroleum products 
from outside the UK.  

 

3.1 A reduction in refining capacity as a result of trade barriers would see a 
corresponding reduction in UK territorial GHG emissions. However, carbon 
accounting on a consumption emissions basis – in the event of refinery 
closures or other capacity reduction – would likely increase, with no guarantee 
that the origin of imported petroleum products would be manufactured under 
environmental regulatory standards similar to the UK.  

3.2 As a sector, the UK refining industry is a major emitter of greenhouse gas 
(GHG) emissions, albeit with CO2 emissions having fallen over time at all UK 
refineries. Large combustion plant emissions at refineries have declined from 
11.75 million tonnes in 2000 to 7.53 million tonnes in 2017, a drop of 35.9%. 
These declines over this period can be accounted for due to refinery closures 
and investment in improved energy efficiency, such as Combined Heat and 
Power (CHP) Cogeneration facilities. (Source: UKPIA 2019 Statistical Review).  

3.3 According to independent studies, domestic refinery closures lead to 
increases in UK emissions on a consumption basis in spite of reductions in 
territorial emissions. Since UK and EU refineries are, on average, less 
emission-intensive (0.21 tCO2 per tonne of product) than non-EU refineries 
(0.29 tCO2 per tonne of product, ‘carbon leakage’ from the UK to non-UK/EU 
is estimated at about 135%.   

3.4 That is, every 100 units of CO2 emissions reduced in the EU are replaced by 
135 units outside it, resulting in a net increase in global emissions. Sulphur 
dioxide (SO2) and nitrogen oxide emission (NOx) emissions are also subject to 
emissions leakage. (See Figure 1 below).  

  

  

Figure 1: UK and EU refineries are on average less emissions-intensive than non-EU 
firms   
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(Source:  VividEconomics8)   

3.5 Furthermore, a loss of UK refining capacity in place of imported petroleum 
products would negate the possible advantages to the UK economy and 
environment in developing a domestic low-carbon liquid fuel product slate and 
adoption of world-leading low-carbon industrial processes and business 
operations.  

3.6 As detailed in the UKPIA Future Vision report9, the UK’s downstream oil sector 
can play a major role in supporting the UK Government’s ‘Net Zero’ ambitions, 
including through:  

3.6.1 UK refineries becoming R&D hubs for low-carbon fuels and products that 
can make as much a contribution to decarbonising the transport sector as 
Electric Vehicles, with these products form the basis for a low-carbon fuel 
supply industry able to be exported from the UK as a world leader in the 
‘green’ economy.  

3.6.2 UK refineries forming the heart of ‘Industrial Clusters’ alongside other 
sectors to reduce GHG emissions as well as develop/retain highly-skilled 
employment. This should be viewed in the context of the significant 
proportion of GHG emissions refineries contribute to each of the BEIS 
Industrial Cluster Mission locations, with between 21% and 100% of GHG 
emissions across 6 of the 7 clusters.  

3.6.3 The development of CCUS technology to create economically viable 
opportunities for a ‘carbon economy’ after it has been removed, 
compressed and transported out of industrial processes, such as at 
refineries. (Source: UKPIA Future Vision). 

3.7 In addition to the long-term opportunities, recent announcements show that 
these changes are already taking place in the UK.  Both Essar Oil UK and 
Phillips 66 announced major projects in February 2020: 

3.7.1 Essar: Are a member of the HyNet consortium, which includes plans to 
develop a Low Carbon Hydrogen Plant at Stanlow Refinery, which will 
produce 3TWh of low carbon hydrogen whilst also pioneering carbon 
capture storage (CCS) technology to capture and store over 95% of carbon 
used in the process. The funding will also support a front-end engineering 
design (FEED) study for a new hydrogen-fired combined heat and power 
(CHP) at Stanlow.10 

3.7.2 P66: announced the renewable hydrogen Gigastack project in Northern 
Lincolnshire involving the Phillips 66 Humber Refinery. Working in 
partnership with offshore wind company Ørsted, hydrogen producers ITM 
Power and with funding from the Department for Business, Energy and 
Industrial Strategy (BEIS), the Gigastack project will allow the Phillips 66 

 
8 VividEconomics, ‘Carbon leakage prospects under Phase III of the EU ETS and beyond’, Refinery Case Study, June 2014. 
(CO2 emissions calculated using methodology and factors included in JEC – Joint Research Centre-EUCAR-Concawe 
collaboration report ‘Well-to-Tank Report’, Version 4a, April 2014. 
9 UK Future Vision Report, UKPIA, 2019 
10 https://matthey.com/en/news/2020/world-first-low-carbon-hydrogen-projects-in-the-north-west-win-13m-government-backing 
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site to utilise ‘green hydrogen’ produced from renewable energy in its 
operations and processes to reduce the carbon intensity of its products.11 

3.8 Without a domestic UK refining sector these opportunities will not exist for the 
UK economy, to help meet its ‘Net Zero’ ambitions.  

 

4. Fuel Quality 

A greater reliance on imports may cause issues with regard to fuel quality – 
principally as the UK is currently able to produce fuels that meet its own – 
sometimes unique – product requirements and also able to respond 
unilaterally when issues arise. 

4.1 The UK has its own specifications for a number of fuels, which are different 
from many other markets including the rest of Europe.  

I. One example is with regards to vapour pressure for gasoline where the 
UK as a relatively cold country (compared to the Mediterranean) has a 
different summer fuel specification.  

 
II. There are other examples such as where the UK has a large use of 

kerosene for domestic heating (current tariff of 4.7%, potentially 2.5% 
under the UKGT) whereas in continental Europe most burners use 
gasoil. Domestic production currently meets around two thirds of 
domestic demand12, however, the inclination to export kerosene from 
the EU to the UK will be small as kerosene is principally used as jet fuel 
which tends to be somewhat more valuable to makers and which moves 
with 0% tariffs – should the UK lose production capability, such fuels 
may be more difficult to source from international markets. 

 
III. Finally, there have been historical issues reported with fuel quality, that 

have been linked to large volumes of imports. While such issues do not 
come up often and may not always be related to importing of fuel, the 
reliance of the UK on imports total (imports were around 35MT in 2018 
against total petroleum product demand of 70MT) can mean that the 
country is reliant on what other countries are willing to provide. The 
Filter Blocking Tendency (FBT) issues that have been an issue for UK 
diesel drivers for a number of years, have resulted in some changes to 
the British Standards for certain fuels with FBT readings being limited 
to 2.52 in 2015, however, if the UK became more reliant on imports then 
it would be essential that foreign producers and traders were willing to 
test to such stringent specifications – this may not always be the case13. 

 
11 https://www.itm-power.com/news/industrial-scale-renewable-hydrogen-project-advances-to-next-phase 
12 DUKES 3.2-3.4, 2018 figures 
13 https://www.spglobal.com/platts/en/market-insights/latest-news/oil/081815-introduction-of-fbt-in-uk-
diesel-specification-to-create-logistical-issues-sources 
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4.2 It is important to note that due to the size of the global market and also the 
capability of the UK to buy in large enough volumes that suppliers outside the 
UK may well be willing to take the commercial decisions necessary to supply 
bespoke fuels to the UK, however, Government should be aware of such 
potential issues in its considerations on the UK Global Tariff. 

 

5. Security of supply  

Another consequence of a reduction in refinery capacity would be to the 
UK’s energy security, in light of the domestic refining industry’s importance 
in terms of security of supply for the UK.  

5.1 According to the Department for Business, Energy & Industrial Strategy (BEIS) 
the UK currently “compares well with other OECD countries for both self-
sufficiency and diversity; scoring slightly better for diversity by ranking in the 
top three for jet fuel, motor gasoline and diesel, and in the top half for crude 
oil.” (Source: BEIS)  

5.2 Nonetheless, within these figures it is important to note that since 2013 the UK 
has been a net importer of refined petroleum products, as a result of growing 
demand for diesel and jet fuel as well as the closure of two UK refineries since 
2012 (Petroplus Coryton and Murco Milford Haven respectively). Whilst the UK 
remains ‘net long’ in petrol (exporting 6.9MT in 2017) it is ‘net short’ in both 
diesel (importing 11MT in 2017) and jet fuel (importing 8.8MT in 2017). (Source: 
UKPIA 2019 Statistical Review)  

5.3 Further diminution in UK domestic refining capacity would increase the UK’s 
position as a net importer of fuels, leading to an increased reliance on the 
international market for supply of fuel across the UK, including increased 
dependence on regions with a higher risk of supply disruption (i.e. Eastern 
Europe and the Middle East).  

5.4 For example, certain non-EU Eastern European refineries do not compete on 
a level playing field with EU-28 refineries due to state subsidy and tax 
benefits14, nor are they required to operate to the same environmental 
standards as EU refiners.  

5.5 Product from refineries such as these currently find a home in markets further 
afield such as West Africa, Caribbean states, Canada and the US East Coast; 
all where there are no or very low tariff entry fees. Non-EU imports, including 
from these refineries, currently have a 4.7% tariff on them and yet they still 
make it to the UK market, given our shortage on this product. A reduction in 
UK refining capacity would undoubtedly lead to further reliance on such 
product in the domestic market.  

 
14 https://www.reuters.com/article/russia-oil-refining/russia-expands-list-of-oil-refineries-eligible-for-tax-relief-idUSL8N1ZH47G 
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5.6 In a scenario where the UK unilaterally adopts a 2.5% import tariff for certain 
EU-27 and RoW petroleum products, import dependence from such locations 
would only increase in the UK market.   

5.7 Sources of such products include the United States and Russia as the most 
significant exporters of diesel, with limited quantities exported from Asia and 
South America, and moderate exports from Europe and Canada. Jet fuel is 
only exported in significant quantities from a few countries around the world 
(South Korea, Netherlands, US and Saudi Arabia exporting the most). Europe 
exports relatively small amounts (excluding Netherlands) as does Japan, 
Canada and North Africa. (Source: BEIS)  

 
 
 

6. Economic impact of the sector and loss of inward 
investment  

The downstream oil sector is a major contributor to the UK’s economy, both 
in terms of GDP and employment. According to a 2019 UKPIA-commissioned 
independent study from Oxford Economics, the UK’s downstream industry 
contributes £21.2 billion in UK GDP and nearly 300,000 jobs, both in terms of 
direct, indirect and induced impacts. (See Figure 3 below).  

  

  

Figure 3: The total economic contribution of the UK downstream oil sector  

(Source: The Economic Contribution of the UK Downstream Oil Sector)  

6.1 This economic influence is both national and regional in its impact, particularly 
in regions where the UK’s six refineries and over 60 oil storage terminals are 
present, most of which are located in strategic supply locations and typically 



 

  11 

lower-paid, high-unemployment regions. On average, a UK refinery makes a 
£60 million per annum contribution to their local economies through 
employment, supply chain procurement, business rates and other factors.  

6.2 Macroeconomic data from the sector is also positive, including a 29% above 
average contribution to UK productivity statistics, and an education profile 
amongst refinery workers of 35% with a degree or equivalent and 23% having 
completed or is currently completing an apprenticeship.  

6.3 Downstream oil sector companies also make a number of substantial capital 
investments to the UK economy, with a number of recent capital projects 
announced or in progress including:  

a. Valero’s £128 million investment at Pembroke Refinery to construct a 
Combined Heat and Power (CHP) Cogeneration Unit. (Source: Pembroke 
Refinery Cogen)  

b. INEOS’ £350 million investment to construct a power plant supplying the 
Petroineos Grangemouth Refinery, INEOS petrochemical plant and 
Forties pipeline. (Source: INEOS)  

c. ExxonMobil’s £800 million investment at Fawley Refinery to increase 
ultra-low sulphur diesel production. (Source: The Times)  

d. Essar Oil UK’s acquisition of assets, taking Essar’s investment in the 
economy to nearly US$1 billion since first entering the UK market with their 
purchase of Stanlow Refinery in 2011. (Source: Essar)  

6.4 In light of the economic contribution the downstream oil sector makes to the 
UK economy, any reductions in refining capacity or indeed closures can have 
major negative impacts on regional economies in terms of employment and 
skills, as well as a knock-on effect on inward investment and national GDP. In 
the event that trade barriers for petroleum products between the UK and EU-
27 come into place companies will likely reconsider investments as refining 
margins are put under further pressure.  

6.5 The most recent example of a refinery closure in the UK was the Murco Milford 
Haven Refinery, one of the UK’s smaller refineries in terms of refinery capacity. 
Closure of the refinery led to nearly 300 highly skilled job losses amongst the 
Murco workforce. The refinery was estimated to be worth £30 million to the 
local economy and supported a further 4,200 jobs in the region. (Source: BBC)  

 

7. How investment decisions are made in the sector 

While the companies operating in the downstream oil sector vary greatly in 
terms of their ownership, governance and strategic objectives, it is important 
to note that in the global oil sector, decisions tend to be made at the global 
level. 
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7.1 The importance of maintaining a level playing field for UK manufacturing is 
large part due to the structure of global international suppliers of the 
downstream. The long-term prospects for investment, highlighted above, 
would be reduced if international oil companies – as is the ownership model 
for much of the UK’s DSO sector – do not have confidence that fuel supply 
can remain profitable. This has been raised in previous government led studies 
such as the (2015) BEIS Decarbonisation and Energy Efficiency Roadmaps, 
where the importance of profitability against other potential investments 
available globally was considered: 
 

 “Another important factor influencing the business strategies of the 
UK is the ownership structure. As all are multi-national companies, 
business strategies are set by headquarters and have to compete 
with other investments elsewhere in the company. The industry 
sources view is that energy costs, overall regulatory, and labour 
costs are higher in the UK than in Europe or elsewhere, and as such 
competiveness {sic} is an issue for the sector in terms of gaining 
funding for UK based investments in general terms. Although, Total 
stated it is actively seeking to continue to invest in Europe and the 
UK by producing less, more efficiently (Total,2013)”  

 
“Larger capex projects get ranked across the world against 
investments in other sectors such as petrochemicals or upstream 
production”15 

7.2 If the UK tariffs system is disadvantageous to UK companies in the 
downstream oil sector, then this may well have a large sway on decisions made 
on investment, jeopardising clean, green investments such as those flagged in 
sections 3 and 6. 

 

8. New Zealand Consideration 
8.1 The consultation document makes reference to the tariff regime of New 

Zealand which has a simple, banded group of tariffs. As noted before, UKPIA 
is in principle in favour of simplification of tariffs such as through the use of 
banding but there are issues with oversimplification in a petroleum market 
which has many hundreds of products that while chemically similar can have 
very different impacts when used. 

8.2 We also note that when New Zealand considered their tariffs levels ahead of a 
change after 2017, that a public version of their consideration on the matter 
highlighted that low domestic production was a key reason to introduce tariffs 
that were lower than would be applied to New Zealand’s exports, stating” As 
a small economy, New Zealand potentially has more to gain from international 
trade to ensure there is competitive pressure on domestic firms”16. UKPIA 
would wish to emphasise that the UK downstream oil sector is likely to be more 

 
15 BEIS Decarbonisation and Energy Efficiency Roadmaps, Oil Refineries, p31 
16 Cabinet Paper – Import Tariff Levels after 2017, Office of the Minister of Commerce and Consumer Affairs, p4 
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competitive than New Zealand, with an obvious example being that New 
Zealand has only one refinery supplying domestically, whereas the UK has 6, 
which compete with one another as well as with global competitors. The 
UKPIA publication delivered by Oxford Economics in 2019 showed that 
productivity in the UK sector was 29% above the national average17. 

8.3 The same New Zealand cabinet paper also pointed out that having unilaterally 
low tariffs can affect domestic producers negatively when other trading 
countries do not reciprocate low tariffs (p6), as well as highlighting that non-
tariff barriers (NTBs) “often present even greater barriers to…exports than 
tariffs” (p6).  

8.4 In the case of international trade of hazardous materials such as petroleum 
products and petrochemicals, these non-tariff barriers can be significant and 
UKPIA has raised the concerns that we have should the UK no longer be under 
the REACH regulations in our future trading with the EU, with the potential for 
new checks at the border and even the potential for UK entities having to take 
on major administrative burden (that might run into the £millions) in producing 
substance dossiers in any mooted UK REACH replacement

 
17 The Economic Contribution of the UK Downstream Oil Sector, Oxford Economics, p7 
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Supporting Table – UKPIA calculations on UK Trade Info 

(available as excel on request – contact info@ukpia.com) 
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UKPIA Calculations of Supply Cost Impacts (Section 2) 

 

UNITED KINGDOM - MONTHLY PRICES Actual UK Global Tariff Impact on January Prices Existing CET Tariff Impact on January Prices

Wood Mackenzie Data 2019 2020 New tariff 2020
New tariff 

cost

UNLEADED PETROL Oct Nov Dec Jan 2.50%
cost of 
tariff check Jan 4.70%

cost of 
tariff check 

Ex-refinery (Cost of Oil) $/tonne 578.17 599.93 598.30 583.15 583.15
pence/litre 34.38 35.03 34.50 33.71 34.55 0.8427 33.71 33.71 35.29 1.5843 33.71

Gross retail margin pence/litre 13.21 11.64 11.92 13.99 11% 13.99 11% 47.70 13.99 11% 13.99 11% 47.70
Pump price, excl. duty/VAT pence/litre 47.58 46.67 46.42 47.70 38% 48.54 38% 47.70 38% 49.28 39%
Excise duty pence/litre 57.95 57.95 57.95 57.95 46% 57.95 45% 57.95 46% 57.95 44%
VAT pence/litre 21.11 20.92 20.87 21.13 17% 21.30 17% 21.13 17% 21.45 17%
Pump price, incl. duty/VAT pence/litre 126.64 125.55 125.24 126.78 127.79 126.78 126.78 128.68 126.78

Costs Impact ppl 1.01 0.8422 Costs Impact ppl 1.90 1.5808


