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Overview: 
▪ At 53p a litre, the UK has the eighth highest fuel duty on petrol and the joint highest fuel 

duty on diesel compared with EU member states. This is higher than Sweden, over 70 per 
cent more than Germany, and almost double that paid by motorists in Hungary.  

▪ Fuel duty on petrol, without accounting for value added tax (VAT), makes up over 31 per cent 
of the total price of petrol. This is the seventh largest percentage compared with EU member 
states. 

▪ Fuel duty on diesel, without accounting for VAT, makes up 29 per cent of the total price of 
diesel. This is the third largest percentage compared with EU member states. Only Italy, 
France and Portugal are higher. 

▪ Reducing fuel duty for petrol and diesel in the UK permanently to the EU average excluding 
the UK would create £18 billion of additional GDP growth, £4 billion more investment and a 
rise in average weekly earnings of £4 over ten years. 

▪ If the UK permanently cut fuel duty for petrol and diesel from 58p a litre to the level of 
Hungary which had the lowest duty in the EU, it would result in GDP being £26 billion higher, 
£6 billion more in investment and average weekly earnings up by £6 over ten years. 

▪ Sweden, which had the same duty on petrol as the UK, cut their duty by 12p a litre this year. 
The average price of petrol in Sweden is £1.57 a litre. The UK would have to almost quadruple 
the 5p cut announced in March 2022 to reach the same price of petrol as Sweden. 

The cost of fuel duty 

Fuel duty has been levied in the UK for over a century, with petrol duty being first introduced in 1908.1 
More recently, duty on diesel was charged at a higher rate than leaded and then unleaded petrol, 
before the rates for petrol and diesel were aligned in 2001.2 From 2008, rates rose from 50p a litre to 
59p a litre, an 18 per cent rise.3 It was cut to 58p a litre in March 2011 and frozen at this level until 
March 2022.4 Most recently, the government implemented a temporary 5p a litre cut to fuel duty for 
12 months to help with the cost of fuel during the cost of living crisis.5 

Those increases led to the UK having the fifth highest duty on petrol and highest duty on diesel 
compared to EU member states before the temporary 5p a litre cut was introduced.  

The EU sets a minimum duty of 36c a litre for petrol and 33c a litre for diesel which Hungary, Poland 
and Bulgaria match. However others vary significantly with the Netherlands charging 82c a litre on 
petrol until 1 April 2022,6 the highest in the EU. 

 

                                                 
1 TaxPayers’ Alliance, Fuel duty, www.taxpayersalliance.com/fuel_duty_briefing, (accessed 17 August 2022). 
2 Ibid. 
3 HM Revenue and Customs, Historical hydrocarbon oils duty rates, Gov.uk, 29 July 2022, 
www.gov.uk/government/statistics/hydrocarbon-oils-bulletin/historical-hydrocarbon-oils-duty-rates--
2#:~:text=2.,Historical%20rates&text=Kerosene%20and%20other%20heavy%20oils,since%201984%20and%201986%20respec
tively, (accessed 16 August 2022). 
4 Ibid. 
5 HM Revenue and Customs, Fuel duty rates 2022-23, Gov.uk, 23 March 2022, 
www.gov.uk/government/publications/changes-to-fuel-duty-rates/fuel-duty-rates-2022-23, (accessed 17 August 2022). 
6 Séveno, V., Dutch government confirms dates for petrol tax cuts and energy VAT cap, 14 March 2022, I AM EXPAT, 
www.iamexpat.nl/expat-info/dutch-expat-news/dutch-government-confirms-dates-petrol-tax-cuts-energy-vat-cap, 
(accessed 6 September 2022). 
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This means that even with the temporary cut, fuel duty in the UK on petrol is 24p a litre and diesel 
26p a litre more than in Hungary, the country with the lowest fuel duty in the EU.  

Modelling the impact of a fuel duty cut 

Our dynamic tax model shows that if UK fuel duty were at the level of Hungary, annual GDP would be 
£26 billion higher. There would also be £6 billion a year more in investment and it would cause 
average weekly earnings to go up by £6 over ten years. A medium-term projection is more useful for 
analysing the full impact of policies, especially those which affect business costs, because it captures 
dynamic effects which do not show up in the first few years after a policy is introduced. 

The impact of fuel duty cuts shown by our model complements analysis carried out by HM Revenue & 
Customs and HM Treasury. The report discussed dynamic effects of fuel duty reductions, including 
the lower production costs for firms where fuel is a key input into production, in turn resulting in 
higher profits which are then distributed to workers through higher wages and shareholders through 
higher returns on investment.7 This is because firms have to hire more workers and rent more capital 
to meet the new, higher demand levels.8 

Table 1: impact on GDP, investment and average weekly earnings under different fuel duty scenarios 
over ten years 

Reduce fuel duty to Increase in GDP (£bn) Increase in investment 
(£bn) 

Increase in average 
weekly earnings (£) 

EU average excluding UK 18 4 4 

The level of Hungary 26 6 6 

 

Even among EU countries, the UK cut to fuel duty seems minimal. As table 3 shows, it is the smallest 
cut when compared to all the EU member states which have reduced their fuel duty rates. The cut 
made by Germany alone was over five times greater for petrol duty and almost three times more for 
diesel. The government would need to cut petrol duty by another 15p a litre for the average price of 
petrol in the UK to match Germany’s. 

Table 2: fuel duties on diesel and petrol per litre in the United Kingdom and European Union 
member states, 1 July 20229,10,11,12,13 

Country Fuel duty on petrol per litre (pence) Fuel duty on diesel per litre (pence) 

Austria    41 34 

Belgium 40 40 

Bulgaria 31 28 

Croatia 35 30 

Cyprus 31 28 

Czechia 39 28 

Denmark 55 38 

Estonia 48 32 

                                                 
7 HM Revenue & Customs and HM Treasury, Analysis of the dynamic effects of fuel duty reductions, April 2014, p. 14. 
8 HM Revenue & Customs and HM Treasury, Analysis of the dynamic effects of fuel duty reductions, April 2014, pp. 15-16. 
9 European Commission, Taxes in Europe Database, https://ec.europa.eu/taxation_customs/tedb/splSearchForm.html, 
(accessed 16 August 2022). 
10 HM Revenue and Customs, Historical hydrocarbon oils duty rates, Gov.uk, 29 July 2022, 
www.gov.uk/government/statistics/hydrocarbon-oils-bulletin/historical-hydrocarbon-oils-duty-rates--
2#:~:text=2.,Historical%20rates&text=Kerosene%20and%20other%20heavy%20oils,since%201984%20and%201986%20respec
tively, (accessed 16 August 2022). 
11 OFX, Yearly Average Rates, 2021, www.ofx.com/en-gb/forex-news/historical-exchange-rates/yearly-average-rates/, 
(accessed 16 August 2022). 
12 Euro figures have been converted to British pound sterling using the OFX yearly average rate for 2021 of 0.860039. 
13 All figures rounded to whole numbers. 
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Country Fuel duty on petrol per litre (pence) Fuel duty on diesel per litre (pence) 

Finland 62 43 

France 58 51 

Germany 31 28 

Greece 60 35 

Hungary 29 27 

Ireland 40 35 

Italy 63 53 

Latvia 44 35 

Lithuania 40 32 

Luxembourg 40 30 

Malta 31 28 

Netherlands 56 36 

Poland 31 28 

Portugal 58 44 

Romania 33 30 

Slovakia 44 32 

Slovenia 32 29 

Spain 43 33 

Sweden 46 28 

United Kingdom 53 53 

Average (excluding  UK) 43 34 

 
Table 3: cuts to fuel duties on diesel and petrol per litre in the United Kingdom and European Union 
member states 

Country Fuel duty on 
petrol per litre 

(pence),  
1 August 2022 

Difference with fuel 
duty on petrol per 

litre (pence),  1 
January 2022 

Fuel duty on 
diesel per litre 

(pence),  
1 August 2022  

Difference with fuel 
duty on diesel per 

litre (pence), 1 
January 2022 

Belgium 40 -12 40 -12 

Croatia 35 -9 30 -5 

Cyprus 31 -6 28 -6 

Czechia 39 -5 28 -6 

Germany 31 -27 28 -14 

Ireland 40 -15 35 -11 

Luxembourg 40 -6 30 -6 

Netherlands 56 -15 36 -9 

Slovenia 32 -7 29 -10 

Sweden 46 -12 28 -12 

United Kingdom 53 -5 53 -5 

 

Fuel duty as a percentage of the total cost of fuel in each country 

The rate itself is not the only consideration that matters. The amount the rate makes up of the total 
cost of fuel also needs to be taken into account to understand how much fuel duty impacts prices at 
petrol stations. 
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As figure 1 shows, fuel duty on petrol in the UK accounts for over 31 per cent of the total price of 
petrol paid by consumers. For diesel it is 29 per cent. Both of these are less than a number of EU 
countries, most notably France and Italy, but are still above the EU average. Meanwhile Germany, 
which has significantly cut its fuel duty rates, has the second lowest proportion of diesel duty to total 
fuel cost and the lowest proportion for petrol duty, at 16 and 20 per cent respectively.  

Sweden also cut fuel duty this year, with diesel duty dropping from 40p to 28p a litre. This took its 
share of total fuel cost to under 14 per cent, the lowest compared with EU member states. The UK’s 
proportion is double this level. 

Sweden, which had the same fuel duty on petrol as the UK, cut their duty by 12p a litre, with the 
average price of petrol currently £1.57 a litre. For the UK to reach the same price of petrol as Sweden, 
it would have to almost quadruple the 5p cut announced in the Spring Statement this year. 

Figure 1: fuel duty as a proportion of the total price of petrol and diesel in the United Kingdom and 
European Union member countries, (per cent)14 

 
The impact of VAT 

Fuel duty isn’t the only levy on fuel paid by consumers; they are also charged VAT. In the UK, this is 
charged at 20 per cent and – unlike fuel duty – it was not reduced in response to the cost of living 
crisis. Therefore it accounts for 28p a litre of the average price of petrol in the UK and 31p a litre for 
the average price of diesel. 

This is unlike EU member states such as Poland which have lowered VAT on petrol and diesel from 23 
per cent to 8 per cent.15 This mean VAT accounts for 9p and 10p a litre of the average price of petrol 
and diesel respectively in Poland. 

 
 

                                                 
14 RAC, European fuel prices – Petrol and diesel prices in Europe, 29 August 2022, 
www.rac.co.uk/drive/travel/advice/european-fuel-prices-petrol-and-diesel-prices-in-europe/, (accessed 29 August 2022). 
15 The Chancellery of the Prime Minister, We are doing all we can to keep prices lower and fight raging inflation, says Polish 
Prime Minister, 1 February 2022, gov.pl, www.gov.pl/web/primeminister/we-are-doing-all-we-can-to-keep-prices-lower-
and-fight-raging-inflation-says-polish-prime-
minister#:~:text=Starting%20from%20February%201%2C%20the,fuel%20savings%20to%20Polish%20citizens.&text=Rising%2
0food%20prices%20are%20among%20the%20most%20severe%20effects%20of%20inflation, (accessed 7 September 2022). 
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