
 
 

Briefing for the Public Petitions Committee 
 
Petition Number: PE1181
 
Main Petitioner: Helena Coxshall 
 
Subject: Calls on the Parliament to urge the Scottish Government to 
make representations to the UK Government about petrol prices in rural and 
island communities 
 
Background 
 
The price that vehicle owners pay for petrol at the pump is dependent 
principally on five key factors: 
 
• Crude oil costs 
• Refining costs 
• Distribution and marketing costs 

• Fuel duty 
• Value Added Tax (VAT) 

 
Fuel duty and VAT are reserved issues and their levels are set by HM 
Treasury at a standard rate across the UK.  The cost of crude oil and refining 
are set by the market and are not controlled by the UK Government.  
Distribution and marketing costs are again market driven, although costs tend 
to be higher in rural areas due to a number of factors, including: 
 
• higher transport costs due to longer distances from distribution centres 
• the additional cost of ferry fares incurred by distributors supplying island 

based petrol stations 
• a lack of competition between petrol retailers 
• limited sources of fuel supply for rural petrol retailers 
• a limited customer base for rural petrol retailers 
• relatively higher operating costs for rural petrol retailers. 
 
The AA Fuel Prices Report for August 2008 states that the average price for a 
litre of regular unleaded petrol in the UK was 113.2 pence.  The average price 
for unleaded petrol in Scotland was just below the UK average at 112.4 pence 
per litre.  Contrary to popular opinion, the UK does not have the highest petrol 
prices in Europe.  The European Commission’s Oil Bulletin of 30 June 2008 
indicates that Belgium, Denmark, Germany, Italy, The Netherlands, Portugal 
and Finland all have higher average petrol prices than the UK. 
 
Data collected by Experian Catalist, a key source for global forecourt fuel 
prices, and reported on petrolprices.com on 28 August 2008 show that fuel 
prices at five petrol stations within 10 miles of  Stornoway (Lewis) averaged 
123.6 pence per litre, 125.9 pence per litre at three petrol stations within 10 
miles of Benbecula (North Uist) and 125.9 pence per litre at three petrol 
stations within 10 miles of Lochboisdale (South Uist).  While these prices 
cannot be taken as indicative of prices across the Western Isles they do 

http://www.scottish.parliament.uk/business/petitions/docs/PE1181.htm
http://www.theaa.com/onlinenews/allaboutcars/fuel/2008/august2008.pdf
http://ec.europa.eu/energy/oil/bulletin/2008/with_taxes/2008_06_30.pdf
http://www.catalist.com/
http://www.petrolprices.com/


 
 

 
indicate that prices in these three areas were approximately 10 to 13 pence 
per litre higher than the UK and Scottish averages. 
 
The UK Government is required to set fuel duty with regard to the EU Energy 
Tax Directive (2003/96/EC).  This Directive sets out an EU-wide framework of 
minimum fuel duties and limits the circumstances in which differential fuel 
duties can be set within a single member state.  The Directive does not 
specifically allow differential fuel duty rates to be levied in disadvantaged, rural 
or island communities.  However, it may be possible for the UK Government 
to negotiate a derogation from this Directive, allowing lower fuel duties to be 
applied in island and remote rural communities.  Negotiating a derogation 
would probably take a long time and would require the support of other 
member states and the European Commission.  Even if the UK Government 
attempts to negotiate such a derogation there is no guarantee that they would 
be successful.  It is also worth noting that, even if fuel duty was reduced in 
rural areas, there is no guarantee that prices at the pump would fall, retailers 
could decide to keep prices at the same level and simply increase their profit. 
 
The Office of Fair Trading published a report entitled Petrol and Diesel Pricing 
in the Highlands and Islands in July 2000.  The report concluded that there 
was no evidence of excessive profits being made by petrol retailers in the 
Highlands and Islands as a whole, but did raise concerns about the 
competitive operation of the petrol retail market in the Western Isles. 
 
Scottish Government Action 
 
Fuel duty and VAT are reserved issues. 
 
Scottish Parliament Action 
 
Fuel duty and VAT are reserved issues. 
 
 
Alan Rehfisch 
Senior Research Specialist 
29 August 2008 
 
SPICe research specialists are not able to discuss the content of petition briefings with 
petitioners or other members of the public. However if you have any comments on any 
petitions briefing you can email us at spice@scottish.parliament.uk
 
Every effort is made to ensure that the information contained in petitions briefings is correct at 
the time of publication. Readers should be aware however that these briefings are not 
necessarily updated or otherwise amended to reflect subsequent changes. 
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