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Intro

Norway is one of the most active Arctic
players in oil drilling and production.
The first petroleum, discovery in the
North Sea was Ekofisk field in 1969, and
the production from this field started in
19711
several large discoveries were made in

During the following years,

the North Sea, which remains Norway’s
main oil province today.? However,
besides the North Sea, the Norwegian
Continental Shelf comprises of the
Northern Ocean areas of the Norwegian
Sea and the Barents Sea, of which only
the latter is entirely located above the
Arctic Circle.

Qil Reserves

Norway is an oil-dependent country. it
has proven oil reserves of 10.2 billion
barrels®, which also equals about 50
percent of Western Europe’s oil and gas
reserves.* In 2004, Norway exported an
average of 2.9 million barrels of oil a day,
making it the third-largest exporter of
crude oil in the world, behind Saudi
Arabia and Russia. Its earnings from the
sale of oil and gas have constituted one-
third of government revenue, as well as
providing jobs for nearly a quarter of a
million people who were employed not
just in the energy industry but in
providing the vital infrastructure - ships,
buildings, and essential services - that is
needed to support it.> Additionally, the
recent historical drop in global oil prices
is deteriorating the economic damage.

Decline in Reserves

After enjoying almost 40 years of

virtually uninterrupted growth, the
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North Sea oil wells started to decline.®
Norway’s oil output has seen a 50
percent drop since 2000, and it lost
25,000 oil-related jobs in the last three
years, which accounts for 11 percent of
Norway’s o0il industry workforce.”
Consequently, it is evident that the
decline, in both o0il reserves and recent
global oil prices, has caused an
enormous damage to the Norwegian

economy.

Norway is in great need of finding new
drilling fields and keep the production
level high in order to compensate for the
demand. In this perspective, the Arctic
holds the

Norwegian government has

greatest promise. The
taken
numerous actions towards moving the
production activity northward, to new
tields located above the Arctic Circle.® It
is also important to note that the
Norwegian tax rules allow private
companies to deduct exploration costs
from income generated elsewhere in
Norway. This means that the state
effectively covers 80 percent of the costs,

a major incentive for exploration.

Barents Sea Agreement

A 44-year-old border dispute regarding
an area made up 12 percent of the whole
Barents Sea, which is the equivalent of 45
percent of Norway’s total land area
(about 176.000 square kilometers) was
settled in an agreement that was signed
between the Russian Federation and
Norway on September 15, 2010. The
agreement entered into force on July 11,
20112°

The settled area, formerly known as the
Grey Zone, is believed to contain a
substantial amount of biological and
hydrocarbon resources. Some rough
estimates reveal up to 17 billion barrels
of oil and 5-6 trillion cubic meters of gas
seabed,

under the although most

predictions suggest fewer carbon

resources on the Norwegian side. ™

While analysts estimate that it could take
12 to 15 years for commercial production
to begin in the newly delineated sector,
finding new resources is considered to
be a timely endeavor, and it has a very
positive effect on Norway’s economy
because uncertainty over this area cast a
shadow over big energy projects for a
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long time. Clarity will bring investment

and prosperity.

The Barents Sea Prospect

The Barents Sea is believed to be an
immature petroleum province with a
huge potential, which can compensate
the diminishing o0il reserves in
Norway.!! Under the agreement, each
country has the right to develop oil and
gas on its side of the border, therefore,
after the 2010 agreement regarding
delimitation of the disputed Barents Sea
region, seismic work began on the

Norwegian side.

Significantly, the delimitation

agreement also includes an annex
regulating the unification of potential
transboundary hydrocarbon deposits,
based on analogs from the North Sea.
The parties are required to reach
agreement on the joint exploitation of
deposits that extend into the continental
shelf of other country, and no party may
start production from such deposits
unilaterally. This means that potential
developments on the Norwegian side
could be delayed or halted by Russia,
which might have a different time

perspective on exploitation.!?

Furthermore, any big cross-boundary

discovery =~ will require extensive

Norwegian-Russian cooperation and
joint development in order to reach the
critical volumes needed to make the
discovery commercial. Additionally, the
parties have to find a common solution
to the

required for such ajoint effort."

infrastructural development

In contrast to the other parts of the
Arctic, the south-western part of the
Barents Sea is almost ice-free, and the
conditions are similar to those of the
Norwegian and North Seas. As a result,
the operational window for drilling is
long compared to other parts of the
Arctic.

The Goliat and the New Licenses

The Goliat, Norway’s first Arctic oil
field, and production site, was
discovered in 2000 through the first
exploration well drilled in the Barents
Sea area.!* The field is currently being
developed by ENI" with a floating
production,
(FPSO)
approximately 85 km northwest of
Hammerfest. The Goliat field is believed
180 million

storage, and offloading

facility that is located

to hold approximately
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barrels of oil, and ENI will pump out
100.000 barrels of oil per day.'®

Additionally, in 2016, Norway has
awarded 10 new oil and gas licenses to
explore the untapped area of the Arctic
Barents Sea.'” This was the first time
Norway was offering licenses to new
acreage in 20 years.” Later in 2017,
Norway's Petroleum Directorate again
awarded a record 75 new exploration
licenses, eight of which are in Norway's
Arctic Barents Sea, to Statoil, Aker BP
Total, Shell, ConocoPhillips, and other

companies.?

Conclusion

The new licensing rounds are
significantly important because they
demonstrate the Norwegian
government’s decisive stance behind the
oil exploration decision in the Arctic
Ocean. However, in the aftermath of
Shell’s historical Arctic withdrawal in
Alaska,” and global commitment to
reduce carbon emissions, the Norwegian
effort to explore oil in the Arctic Ocean
puts the government right under the

spotlights as an epicenter of Arctic oil
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drilling discussions. Norway has to face
an increasing pressure to keep the oil
where it is and commit to 2015 Paris
Agreement. And if this is not desirable,
which seems to be the case right now,
then Norway has to set an ideal example
by conducting a sustainable,

environmentally sound and safe,

drilling operation in the Arctic Ocean.
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