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without eroding margins
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Introduction

Whether you’ve watched the news with eagle eyes or are learning about changes to the fuel duty for the first time, 
the impact on many industrial sectors – not least the world of waste management, recycling and energy recovery 
– will be significant.

The Government’s decision to scrap the red diesel rebate has been widely communicated for a number of months 
now, with the reform due to come into effect from April 2022. Climate change pressures are mounting, and 
Parliament has been clear on its policy objective to drive further environmental change, which most people will 
hopefully agree is crucial.

But the result is that from next spring, most operators of diesel driven vehicles and heavy machinery will now 
encounter significant additional expense for doing the same thing they’ve always done. For organisations who 
carefully monitor and measure the whole life running costs of their assets, this is a vast concern.

However, environmental progress does not need to come at the expense of organisations’ commercial success. In 
fact, this could be another compelling example of legislation driving further innovation in the resource sector. This 
quick guide therefore looks to explore this topic in greater detail, so that operators have further insight into how 
they may be affected, and what they can do to drive down costs and achieve even greater net environmental 
gain than the Government may have first anticipated.
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The red diesel reform explained
 
What is red diesel?

Red diesel is used primarily to power off-road vehicles and equipment such as construction plant and other heavy 
industrial machinery. It accounts for approximately 15% of all diesel used in the UK, and is reportedly responsible 
for the production of almost 14 million tonnes of carbon dioxide per annum.

To date – because the Government’s fuel duty was intended to act as a tax on road vehicles – use of red diesel 
has been taxed at a lower, rebated rate when compared to conventional motor and heating fuels. It has long 
been dyed red – hence the name – to help police its inappropriate use. 

The key changes summarised

In March 2021, chancellor Rishi Sunak announced that entitlement to use red diesel and rebated biodiesel would 
be revoked from most sectors* – other than the likes of agriculture, rail and non-commercial heating – from 1 
April 2022.

The changes will ensure that most current red diesel users now switch to using fuel taxed at the standard rate, to 
more fairly reflect the harmful impact of the emissions they produce. 

Policy objective

The move forms part of the Government’s efforts to reduce its greenhouse gas emissions to net zero by 2050. It is 
also said that the increase of fuel duty on red diesel could raise an extra £2.4 billion in taxes annually.

*A list of excepted machines and sectors can be found in the updated Hydrocarbon Oil Duties Act (HODA) 1979, following 
a consultation in 2020 to ensure the use of red diesel in any exceptional circumstances had not been overlooked.

The Government’s full policy paper can be viewed at: www.gov.uk/government/publications/reform-of-red-diesel-entitle-
ments/reform-of-red-diesel-and-other-rebated-fuels-entitlement 



4

Red diesel accounts for 
approximately 15% of 
all diesel used in the 
UK, and is reportedly 
responsible for the 
production of almost 14 
million tonnes of carbon 
dioxide per annum.  
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Red diesel in the headlines 
“Users of off-highway construction machinery will have to pay an extra 46.81 pence per 
litre for their diesel, paying the standard tax rate of 57.95 pence per litre rather than the 
subsidised red diesel rate of 11.14 pence per litre.”

The Construction Index
Source: www.theconstructionindex.co.uk/news/view/construction-to-lose-red-diesel-rebate-in-2022

“Government plans to scrap the lower rate of fuel duty on red diesel from April 2022 will 
increase council waste bills, says Joseph Doherty, Managing Director of Re-Gen Waste 
Ltd. The company, which processes waste for councils across the UK, will see an extra 
£200,000 added to its fuel bill per annum. With red diesel duty rates moving from 11.14 
pence per litre (ppl) to a white diesel duty rate of 57.95ppl, Re-Gen Waste’s fuel costs 
are set to increase by 237 per cent.”

Resource
Source: https://resource.co/article/scrapping-red-diesel-will-raise-council-waste-costs-says-re-gen-
waste#:~:text=Government%20plans%20to%20scrap%20the,its%20fuel%20bill%20per%20annum. 

“The rise in duty on red diesel… is a major blow for the recycling and waste management 
sector.”

Jacob Hayler, executive director of the Environmental Services Association (ESA)
Source: www.skiphiremagazine.co.uk/2020/03/11/esa-weighs-chancellor-rishi-sunaks-first-budget/ 
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Achieving environmental progress
Very few people would dispute the fact that the environmental motivation behind the fuel reform is valid. But this 
doesn’t get away from the fact that fears continue to exist throughout the waste and recycling sector – among 
others – regarding the fact that there are currently very few low or zero carbon alternatives to many of the 
specialist machines and vehicles relied upon by the industry’s operators. The ability to make a ‘greener’ switch is 
therefore not always easy, regardless of organisations’ environmental consciences.

However, a strong sustainability agenda has laid at the heart of UNTHA’s company ethos for years – way before 
the fuel duty was announced. We care passionately about the energy efficiency of our customers’ operations, 
so have long worked hard to reduce their fuel consumption and costs through the design and innovation of 
environmentally robust shredding technologies. 

Meet UNTHA’s Eco Drive

Many of UNTHA’s shredders are powered by the world-renowned Eco Drive – a cost-effective electric driven 
concept with water-cooled synchronous motors, which are 75% more efficient than conventional diesel-operated 
units. This drastically improves customers’ energy consumption, fuel costs and carbon impact, with no detrimental 
impact on machine performance, and noise levels are significantly lower too (<80 dB(A)).
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“Suddenly, the 
business case for 
an electric-drive 
shredder stacks 
up even more.”
Gary Moore, director for global 
business development, UNTHA
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Building an environmentally solid 
business case
UNTHA is known for being very transparent when it comes to the numbers – in fact, we actively help customers 
build business cases for their shredders because we know our ROI proposition is strong. However, the removal of 
the red diesel subsidy makes an investment in our energy-efficient machines, even more compelling.

Example business case:

Machine:   
UNTHA XR waste shredder

Typical power-consumption: 
£63,000 per annum (when operating for 4,000 hours per annum)

Cost to run diesel hydraulic equivalent: 
(£1.20 per litre x  45 litres p/hour  x  4,000 hours)
£216,000

Fuel saving:£153,000 saving in only the first year!
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“Customers invest in the XR for various 
reasons, including its versatility, 
proven particle precision and ease of 
maintenance – to name just a few. 

But the technology’s energy efficiency 
and low whole life running costs are 
particularly attractive benefits, that 
are now more relevant than ever. A 
growing number of businesses want 
to commit to ‘greener’ technologies, 
but it often costs more to have an eco-
conscience. Not with the XR!”

Marcus Brew, managing director, 
UNTHA UK



We’re committed to 
driving down your 
carbon impact without 
eroding your margins.

To discuss these numbers, or for help building a shredder business case 
unique to your own organisation, please get in touch – we’ll be only too 
happy to advise. 

UNTHA UK

T: 0330 056 4455  
E: sales@untha.co.uk   
www.untha.co.uk   
      
Follow us          @UnthaUK         UnthaUK


