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OVERVIEW

The U.K. produced 1.83 million boe/d in 2016, which includes 

1.01 million barrels of oil per day.

The U.K. is the second largest producer of natural gas in 

the European Union. In 2015, the U.K. produced 3.8 bcf/d of  

natural gas.

The U.K. is viewed as an excellent destination for 

Canadian direct investment because of the country’s political  

stability, openness to foreign direct investment and strong  

economic fundamentals.

According to Global Affairs Canada, the U.K. ranks third glob-

ally as a destination for Canadian direct investment aboard.
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OPPORTUNITIES

The UK ranks as a low-risk/low-return export market in  

our analysis.

It has opportunities in enhanced recovery. Unconventional 

resource development is possible but remains in the future.

Production is mostly offshore, so companies with expertise 

should consider this market.

Between $845-$985 million annually is expected to be spent 

on exploration in the UK over the next five years.

Between $5.6-$7.9 billion is expected to be spent annually 

on development.

Between $8.45-$9.9 billion is expected to be spent on  

operating costs.

Enhanced oil recovery
The U.K.’s oil production and consumption have been on a 

long-term declining trend. The U.K. has been a net importer 

of petroleum products since 2013.

The U.K. Continental Shelf (UKCS) is one of the most mature 

offshore basins in the world. It has produced approximately 42 

billion boe with an estimated 12 billion–24 billion boe remaining. 

The U.K. government is seeking ways to improve production 

efficiency and exploration success rates in the UKCS.

The UKCS has an average recovery factor of 46 per cent, 

which serves as an excellent opportunity to further increase the  

recovery factor. The government estimates the enhanced oil 

recovery (EOR) potential is between 10–20 per cent increased 

recovery, equaling 600–1,200 million boe of additional reserves.

Offshore
More than 1,200 wells need to be plugged and abandoned 

in the UKCS.

Total forecast expenditure on decommissioning from  

2014-23 is £14.6 billion.

Companies are looking for new entrants to the supply chain 

that can help them reduce costs and broaden the market.

With government legislation that requires the re-

moval of surface and subsea equipment, this is a  

great opportunity for companies that specialize in  

decommissioning infrastructures.

Unconventional resources
Shale gas presents an opportunity for the U.K. to mitigate 

the effect of declining North Sea production. The Gatwick 

Gusher, a shale basin, could add as much as $74 billion to the 

U.K.’s economy. The British Geological Survey estimates that 

the total volume of gas in the Bowland-Hodder shale in north-

ern England is around 1,300 tcf.

With a small existing onshore conventional oil and gas  

industry, the U.K. has limited domestic service sector capability 

for shale exploration. Flow testing and horizontal shale drilling 

have not been attempted in the U.K.

The British government is promoting shale gas develop-

ment by providing: 

• Tax benefits for shale gas producers: tax a portion of  

production income at 30 per cent instead of 62 per cent.

• Benefits for local communities: £100,000 when a well is 

tested for fracking and one per cent revenue if shale gas 

is discovered.

Due to the lack of domestic capabilities for shale exploration, 

the British government is looking for international operators 

and service providers to develop its shale assets. Operators 

and service providers can provide their expertise on methods 

such as flow testing and horizontal shale drilling.

The U.K. is not producing commercial volumes of shale gas 

and tight oil but that could change. Cuadrilla Resources recently 

announced it could begin producing the UK’s first commercial 

shale gas sometime in 2019.

Service sector
Most oilfield services (OFS) companies are cautiously  

optimistic about the current operating environment. The OFS 

sector’s performance is closely linked with crude oil prices. 

This is because long-term expectations of hydrocarbon prices 

drive the level of oil and gas operators’ capital spending.  

Due to the low commodity prices, U.K. operators will look for 

ways to reduce production or delay projects.

As North Sea fields mature, old infrastructure has built up,  

creating decommissioning requirements. Government legislation 

requires that all surface and subsea equipment must be removed. 

By 2040, it has been estimated that the U.K. would require 

10,000 kilometres of pipelines, 475 installations and 5,000 

subsea wells to plug and abandon.

Infrastructure
The U.K. has six major oil pipelines and 11 main gas pipelines.

The U.K. is heavily dependent on gas imports via pipelines 

and LNG, which makes the country highly vulnerable to in-

creases in gas prices.

Future investment in oil and gas infrastructure is required 

to meet the unconventional oil and gas growth expectations.

DOING BUSINESS IN THE U.K.

The UK ranks sixth in the Fraser Institute’s economic  

freedom index, and as the top country for trade freedom of 

the countries covered in this report.
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efficient and transparent border administration sys-

tems (6th). Its government is also one of the best at  

providing online services having adopted ICT technologies 

more than anywhere else in the world. Transport infrastructure 

and services are also widely available, with British businesses 

and citizens enjoying the second best international air con-

nectivity in the world, after the United States. Finally, the 

country’s operating environment remains solid (16th, down 

four), especially when it comes to protection of property 

rights (7th) and efficiency of public institutions (13th).

The World Bank Group’s Doing Business series currently 

ranks the U.K. at seventh in the world.

The United Kingdom ranks eighth out of 136 countries on the 

World Economic Forum Enabling Trade Index.

The United Kingdom slips two positions to 8th but remains 

the best performer among large European economies. The 

results predate the Brexit referendum held in June 2016 and 

therefore do not reflect any change potentially triggered by the  

country’s exit from the EU. As of today, the country continues 

to benefit from integration with its European partners, with 

84 per cent of goods imported free of duty. Access to other  

markets also improved over the past two years, but more 

slowly than elsewhere. 

The United Kingdom continues to rely on one of the most  

SOURCE: FRASER INSTITUTE

FRASER INSTITUTE FREEDOM TO TRADE SCORES 
COMPARED TO CANADA AND GROUP AVERAGE 
(SCORE OUT OF 10)

WORLD BANK DOING BUSINESS RANKING 
COMPARED TO CANADA

SOURCE: 2018 WORLD BANK DOING BUSINESS REPORT

This distance to frontier score helps assess the absolute level of regulatory 
performance over time. An economy’s distance to frontier is reflected on a scale 
from 0 to 100, where 0 represents the lowest performance and 100 represents the 
best performance across all economies and across time.

% OF RESPONDERS RANKING AS # 1 ISSUE

WEF EXECUTIVES’ RANKING OF THE MOST PROBLEMATIC 
FACTORS FOR IMPORTING TO THE UNITED KINGDOM

Note: From a list of factors, respondents were asked to select the five most 
problematic factors in their country and rank them. The scores correspond to the 
responses weighted according to their rankings

WORKING IN THE U.K.

Tier 1 Work Visa (Entrepreneur) 
You can apply for a Tier 1 (Entrepreneur) visa if:

• You want to set up or run a business in the U.K.

• You’re from outside the European Economic Area (EEA) 

and Switzerland.

• You meet the other eligibility requirements.

Tier 2 Work Visa (General)
You can apply for a Tier 2 (General) visa if:

• You’ve been offered a skilled job in the U.K.

• You’re from outside the European Economic Area (EEA) 

and Switzerland.

For more information, please refer to https://www.gov.uk/

browse/visas-immigration/work-visas.
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PESTEL ANALYSIS

Category Analysis

POLITICAL

In June 2016, Britons voted to exit the 

EU. This has thrown the country into 

political and economical uncertainty. It 

could create opportunities for greater 

ties with Canada.

ECONOMIC

Despite Brexit, the UK economy remains 

strong. There are concerns about future 

natural gas supplies coming from Russia, 

where relationships have recently deteri-

orated. Gas prices are two to three times 

higher in the U.K. than North America, 

creating opportunities to increase  

domestic production.

SOCIAL

Support for shale gas is lukewarm. 

According to a government poll,  

support for shale exploration decreased 

from 29 per cent to 19 per cent while 

opposition rose to 32 per cent from 22 

per cent compared to two years ago. Yet 

46 per cent of Britons neither oppose 

nor support it.

TECHNOLOGICAL

According to the U.S.  Energy 

Information Administration, the ge-

ology of shale plays in the U.K. is  

considerably more complex compared 

with North America. This situation is neg-

ative as it limits the country’s accessible 

reserve from a total of 623 tcf to 26 tcf 

recoverable. 

ENVIRONMENT

With up to 80 per cent of the environ-

mental regulation in the U.K. set by EU 

law, Brexit presents an opportunity for 

the country to set its own course on en-

vironmental legislation.

LEGAL

According to Norton Rose Fulbright, 

the U.K. exit of the EU could affect the 

free flow of workers into the U.K. en-

ergy industry from the rest of the EU. 

This situation is positive for Canadian 

companies as it will make it harder for 

European competitors to bring foreign 

expertise into the U.K. 

Taxes
Non residents are taxed at the same rate as residents; how-

ever, they may not be entitled to any U.K. personal allowance. 

The U.K. has a broad network of double taxation treaties. 

Usually, for dual resident individuals, an exemption from, or 

a reduced rate of, U.K. tax will apply where the individual is 

determined to be “treaty resident” for treaty purposes in the 

other state. Canada and U.K. have tax treaties agreements.

For more information, please refer to https://home.kpmg.

com/xx/en/home/insights/2011/12/united-kingdom-income- 

tax.html. 

The U.K. and Canada updated their tax agreement to avoid 

double taxation in 2014.

RECOMMENDATIONS

• The U.K. is viewed as an excellent destination for Canadian 

direct investment because of the country’s political stability, 

openness to foreign direct investment and strong economic 

fundamentals.

• The future of the U.K. oil and gas sector lies with the shale oil 

and gas developments. By leaving the European Union, the 

U.K. will have the freedom to fulfill its shale gas ambitions.

• The low oil price environment and aging platforms in the U.K. are 

the main drivers behind the decommissioning activities in the 

North Sea with the government legislation that requires that all  

surface and subsea equipment must be removed. This is a 

great opportunity for companies that specialize in decom-

missioning infrastructures. 

• Due to the lack of domestic capabilities for shale explo-

ration, the British government is looking for international 

operators and service providers to develop its shale assets. 

Operators and service providers can provide their exper-

tise on methods such as flow testing and horizontal shale 

drilling. The U.K. is not producing commercial volumes of 

shale gas and tight oil. Shale production remains to be a 

long-term opportunity for the U.K.

• In order to promote domestic production, the British gov-

ernment implemented policies to promote the use of EOR 

for current and maturing oil and natural gas fields.

• The EOR and offshore markets currently represent the best 

opportunity for Canadian supply and service com panies 

willing to do business in the U.K.’s oil and gas sector.
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