BAT increases oil prices
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Prices for oil products in the US will also be higher with a BAT, as a result of both higher costs for refiners and higher values for product exports. Prices for oil products across the US are essentially set based on prices in the big refining center along the US Gulf Coast, which acts as the marginal source of supply for all other regions. Prices in the Gulf Coast region are linked to the cost of crude to refiners and the value of oil products in the international market, both of which would rise with a BAT. Traditionally, prices for oil products in the Gulf Coast have been set based on the marginal cost of producing them from crude oil in a Gulf Coast refinery. As crude prices have risen and fallen, product prices have followed, passing on much of the volatility in global crude prices to consumers. If a BAT resulted in higher crude prices for refiners, we would expect this increase to result in higher prices for US gasoline, diesel, and other fuels, largely keeping refiners whole and transferring wealth from consumers to domestic oil producers (and the US government). In the current market, this trend is reinforced by the connection of US product prices to the international market. The US currently imports around 1 million barrels per day of oil products such as gasoline, diesel, and jet fuel. These imports would be exposed to the same 20 percent higher cost as imported crude, raising the marginal cost of product in any region relying on imports for supply.
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