
1 

From oil as welfare to oil as risk? 

Norwegian petroleum resource governance and climate policy 

 

Guri Bang and Bård Lahn, 

CICERO Center for International Climate Research, Oslo 

 

Abstract 

Norwegian welfare and prosperity has thrived in step with a growing petroleum sector. 

However, new knowledge about the limits of the world’s “carbon budget” and how this might 

render some fossil fuel reserves “unburnable” (McGlade and Ekins 2015) now presents carbon 

as a potential risk. Carbon risk may be climatic (extraction could affect global greenhouse gas 

emissions) or economic (current investments might end up as “stranded assets” in a world 

seeking to move beyond oil). Exploring this fundamental change in the understanding of oil 

from benevolent to risky, the paper analyze the role of advocacy coalitions promoting or 

opposing petroleum policy change as a response to carbon risk. The paper draws on structured 

workshops with a wide range of stakeholders and institutions, supplemented by interviews and 

document analysis. 

 

1. Introduction 

 

Oil is central to economies around the world – the “lifeblood” of modernity (Huber 2013; Urry 

2013). This is doubly true for countries in which the extraction and export of oil contributes a 

large part of employment, investment and government revenue: In Norway, for example, the oil 

and gas sector accounted for 14% of GDP and 40% of national export revenue in 2017. At the 

same time, oil consumption is a major contributor to global greenhouse gas emissions, 

responsible for the ongoing build-up of atmospheric greenhouse gases beyond the levels that can 
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guarantee a stable and livable climate (IPCC 2014). Whereas concerns about peak supply and 

“too little oil” has surfaced frequently in energy debates over the last half-century, climate 

science has increasingly established the problem of “too much oil” as the more immediate 

concern (Princen, Manno, and Martin 2015). The idea of a global “carbon budget” highlights the 

fact that large portions of the existing fossil fuel reserves will have to be left in the ground if 

international climate policy targets, like the 2⁰C limit, are to be achieved (IPCC 2014). As a 

consequence, scholars and practitioners now discuss potential ‘carbon risks’ associated with 

fossil fuel resources, relating both to the climatic risk of overshooting internationally agreed 

temperature limits and emission reduction goals; and the economic risk should existing carbon 

reserves become “unburnable” (McGlade and Ekins 2015; Leaton 2011).  

 

As a relatively large European oil and gas producer and “first world petro-state” (Aikin 2016), 

Norway is an interesting case for a study of policy-responses to carbon risk, in that it is 

simultaneously seen as a leader in petroleum resource management (Al-Kasim 2006) and a 

“front-runner” in international climate policy (Lahn and Wilson Rowe 2015). Domestically, the 

climate and petroleum policy fields have been handled largely independent of each other (Asdal 

2014; Boasson and Lahn 2017), but the tension between the fields is now increasingly 

manifesting itself in public policy debates. Concretely, this tension plays out as the emerging 

understanding of ‘oil as risk’ runs up against an established perception of ‘oil as welfare’, i.e. as 

a cornerstone for the provision of public services and the possibility of sustaining an extensive 

welfare state.  

 

Recognizing the potential shift in the understanding of oil brought on by climate change, this 

paper explores recent policy-responses to emerging carbon risks in Norway’s petroleum resource 

governance. Within the petroleum policy field, a range of powerful actors, strong economic and 

environmental interests, rivalling policy proposals, and established institutional practices 
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influence whether the existing petroleum governance regime should undergo changes to adapt to carbon 

risk. Here, we focus specifically on policy actors involved in two recent policy processes, and the ways in 

which these actors tried to resist or instigate policy change as a response to carbon risk. 

 

In much energy governance research, the sociotechnical regimes of fossil energy production and 

consumption are assumed to be characterized by lock-in and inertia (Geels 2014; Urry 2014), 

and dominated by a strong “techno-institutional complex” (Unruh 2000) of incumbent industry 

and government actors. On the other hand, some scholars have argued that the stability of fossil 

fuel regimes should not be assumed, pointing instead to points at which their instability and 

vulnerability to policy change become apparent (Haarstad and Wanvik 2017). Moreover, policy 

research have pointed out that climate and energy policy at the domestic level often is influenced by 

the strength of societal demand for change in combination with governmental supply of 

acceptable policy alternatives, molded within a system of political institutions that lays down 

decision-making rules (Bang, Underdal and Andresen 2015). The present paper contributes to 

this scholarly debate by presenting a qualitative case study of Norway’s governance of fossil fuel 

resource extraction, with particular emphasis on two policy processes over the five-year period 

from 2013 to 2017, in which the existing petroleum resource management has been challenged 

by policy actors that draw explicitly on notions of climate risk: First, processes of granting new 

offshore exploration licenses (the 23rd and 24th licensing round); and second, processes in which 

the tax regime and long-term economic risk of oil and gas development has come under debate 

(the white paper on long-term economic perspectives and the strategy paper on ‘green 

competitiveness’). For each of these processes, we focus on policy actors challenging the status 

quo, and on policy actors defending existing approaches. 

 

Our analysis proceeds in four steps. First, we provide an historical overview of how Norwegian 

state interests related to petroleum production shaped key government institutions, and describe 
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how carbon risk recently have taken center stage for the first time, bringing discussions about 

potential changes to the petroleum governance system to the forefront in public discourse. 

Second, we discuss general mechanisms of how policy change tend to happen, and factors and 

mechanisms discussed in the policy process literature that can help identify the relationship 

between state interests, government institutions, and coalitions of actors that support or 

challenge current governance practices in the face of carbon risk in Norway. We then move on 

to empirically map policy actors involved in two recent policy processes, and explore their 

positions regarding the potential need to change petroleum governance policies as a response to 

emerging carbon risk. Finally, we draw some conclusions.  

 

2. Background: Norwegian petroleum resource management 

 

2.1 Historical origins of the “Norwegian model” 

Norway is often highlighted as a notable exception from the so-called “resource curse”, and the 

“Norwegian model” of petroleum governance established during the 1970s has been hailed as a 

success story (Al-Kasim 2006). The discovery of large petroleum resources was greeted with 

optimism and a sense of opportunity, but also with skepticism and discussions about potential 

negative impacts of oil. Two concerns in particular became the focus of political attention: First, 

the benefits should be captured nationally in the form of jobs, industrial development and 

economic activity, rather than by a powerful international oil industry; and second, the oil 

industry should not grow too fast to avoid economic overheating. 

 

In response to such concerns, ensuring national control with the budding oil industry became the 

consensus position in Norwegian politics during the 1970s (Sejersted 1999). The operational 

responsibility for oil policy was divided between a ministry (now the Ministry for Petroleum 

and Energy, MPE), a directorate (The Norwegian Petroleum Directorate, NPD) and a vertically 
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integrated, state-owned oil company (Statoil, from 2018 renamed Equinor) (Olsen 1989, 99–

103; Al-Kasim 2006, 242). A licensing system was established in which companies apply for a 

license to explore for oil and extract resources in a particular offshore area, and the government 

holds discretionary power to compose joint ventures of multiple companies for each awarded 

license. This allowed the government to ensure Norwegian participation of at least 50% in all 

licenses, either through Statoil or other forms of Norwegian ownership (Al-Kasim 2006; Lund 

2014). Further, a tax system was designed to ensure that the government captured a significant 

part of production revenue. The system was initially based on a royalty model, and later a 

“Special Petroleum Tax” (SPT) levied on top of the general Corporate Income Tax (CIT). Since 

the 1980s the petroleum tax system moved towards a stated aim of “neutrality”, with the effect 

that the government carries a large share of the financial risk but also captures a large part of 

the profits in the sector (Lund 2014). The current industry tax rate of 78% (combining SPT and 

CIT) is thus mirrored by an effective 78% public contribution in all industry investments. 

 

The “oil fund”, a sovereign wealth fund now officially known as the “Government Pension 

Fund - Global” (GPFG) was formally set up in 1990 to capture petroleum tax revenue. The 

fund experienced rapid growth from the mid-1990s onwards, increasing its value from around 

120 billion NOK (14 billion USD) in 1998 to its current value of more than 8,000 billion NOK 

(950 billion USD) (NBIM 2018). In 2001, the fund established a “fiscal policy rule” that limits 

the amount of revenue from oil and gas production to be spent through the national budget to 

the expected real return of the fund’s assets (Mjøset and Cappelen 2011, 231). 

 

The establishment of the oil fund, and later the fiscal policy rule, addressed concerns about 

protecting the economy from overheating (Al-Kasim 2006, 191; Boasson 2005, 22). This 

prepared the ground for a rapid expansion in licensing, exploration and investment over the 

course of the 1990s and 2000s. Until the oil price fall in 2013, oil sector investment grew 
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rapidly, as did government revenues (NPD 2018). This led to strong growth in the overall 

economy and in public sector spending, even within the fiscal policy rule. From 2000 to 2014, 

oil and gas production consistently provided between 25 and 35 per cent of total state revenue 

(NPD 2018). 

2.2 State interests and government institutions 

‘The Norwegian Model’ has arguably been successful in capturing a large share of oil revenue 

for the Norwegian public, strongly linking oil production to the provision of public services and 

to sustaining the Norwegian welfare state. Indeed, a recent PR campaign by the Norwegian Oil 

and Gas Association expressed: “It is not just oil and gas being extracted from the bottom of the 

sea: It is health care, education, pensions, child care, research funding and jobs” (NOROG 

2017). The view of oil as welfare rests on the petroleum sector’s two distinct contributions to 

Norwegian society: First, its role as a provider of employment and investment, as the most 

significant driver of the overall level of activity in the Norwegian economy; and second, its 

source of direct income for the government through different forms of revenue (including SPT 

revenue, other taxes, and dividends from Equinor and other state holdings). The state’s material 

interests in petroleum resource management practices are linked to these two distinct 

contributions, which, although interconnected, are not always correlated – see Figure 1.  

 
 

 
Figure 1: State interests in petroleum resource management (NPD 2018) 
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The two primary state interests underpin the two main institutional arrangements for managing 

Norwegian petroleum resources. The licensing system, controlled by the MPE, provides the 

most direct way of controlling employment and investment, by way of controlling the pace of 

exploration and discoveries; while the tax regime, controlled by the MOF, is the main 

determinant of state revenue.  

 

2.3 Oil and climate: From decoupling to carbon risk 

Strong cross-partisan support prevail for the idea that Norway should be a front-runner in 

climate policy (Lahn and Wilson Rowe 2015). Concerns about restrictions such a goal might 

entail for the emissions-intensive oil and gas sector was decisive in making the dominant 

approach in Norwegian climate policy since the early 1990s one of “global cost-efficiency”, 

seeking international solutions based on a system of emissions trading and flexible commitments 

(Boasson and Lahn 2017). The Kyoto Protocol of 1997 allowed Norway to continue its growth 

in oil production and associated emissions by relying on international emissions trading to 

achieve its targets. Crucially, Kyoto focused state responsibility on the demand side of fossil 

fuels – that is, on the consumption rather than production of oil – while leaving explicit 

mentions of fossil fuels out of the agreement altogether (Aykut and Castro 2017, 182). The 

international climate regime thus served to reconcile Norway’s interests as a major oil and gas 

exporter with its ambition of acting as an international climate leader, with the effect that climate 

policy largely became decoupled from oil policy and petroleum management in Norwegian 

political discourse (Boasson and Lahn 2017).  

 

The decoupling of oil and climate policy is reflected in the institutional division of labor in the 

Norwegian government. While the main aspects of Norwegian petroleum policy is placed in the 

MPE and MOF, the Ministry of Environment (since 2013 the Ministry of Climate and 



8 

Environment, MCE) and its underlying Norwegian Environment Agency (NEA) have the 

overarching responsibility for climate policy within the framing of Norway’s international 

commitments. When it comes to oil exploration and extraction, the role of MCE and NEA is 

limited to handling operational discharges at sea, oil spill prevention and -response, and to limit 

the industry’s production-related emissions (Boasson 2005, 21). MCE and NEA have 

historically not contributed to problematizing or discussing the overall volume and pace of 

production.  

 

Over the last decade, however, the decoupling of oil and climate policy has increasingly come 

under attack. With the agreement to keep global temperature rise below 2˚C at the UN climate 

summits in 2009 and 2010, a growing scientific literature has quantified the global “carbon budget” – 

the amount of carbon emissions that may be consistent with such a temperature limit (IPCC 2014) – and 

the corresponding amount of fossil fuels that may be extracted and combusted (McGlade and Ekins 

2015). The message that the world’s limited carbon budget renders large parts of existing fossil 

fuel reserves “unburnable” has been introduced to financial actors as a risk of “stranded assets” 

in the fossil fuel industry and a “carbon bubble” in the financial system (Leaton 2011; Caldecott 

2017). It has led to calls for a “managed decline” of fossil fuel production across broad sections 

of the international environmental movement (Lenferna 2017). More generally, the concept of 

the carbon budget has strengthened the popular understanding that the long-term targets of the 

Paris Agreement implies “the end of fossil fuels” (Aykut and Castro 2017).  

 

In sum, debates on oil and gas governance and climate policy over the last ten years have 

increasingly framed oil as an object of risk. The risk may be climatic, with further exploration 

and production leading to oil being produced and consumed in excess of the “carbon budget.” 

The risk may also be economic, if climate policy renders some oil reserves “unburnable” the 

current petroleum tax regime would force the Norwegian public to carry most of the economic 
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losses. 

 

3. Networks and coalitions influencing policy processes 

 

Increasing knowledge about carbon risks have created societal demand for policy change, 

which challenge the established policy solutions and power-relationships within Norway’s 

petroleum governance. As described above, governance structures within the oil sector have 

developed over many years, and proved very beneficial for Norway’s economy and welfare. 

The emerging ‘oil as risk’ perspective threatens these established relationships because it 

implies changes to policy. In the next section, we trace two specific policy processes where this 

new knowledge of carbon risks have been central for demands of policy change, and the actors, 

interests and institutions involved. In this section, we discuss at a more general level the factors 

and mechanisms by which actors, interests and institutions tend to dominate policy processes.  

 

The policy process literature study and theorize about the process of policy change, and how it 

is shaped by related actors, events and contexts (e.g. Baumgartner and Jones 1993; Sabatier 

1999; Kingdon 2005). Policy change starts with societal demand from engaged policy actors 

for adjustment, reversal or replacement of public policy (Kiser and Ostrom 1982; Sabatier 

1988; Jones 2001). Policy actors can be as diverse as government officials, politicians, agency 

staff, stakeholders from lobby groups or NGOs, the media, or scientists. These participants in 

the policy process tend to make decisions and shape public policy from within what has been 

dubbed policy monopolies or policy subsystems (Baumgartner and Jones 1993; Sabatier and 

Jenkins-Smith 1993; Weible et al. 2012). A policy subsystem brings together engaged actors 

that focus on a particular policy issue within a particular geographic area (like Norwegian 

petroleum governance). Since policy-issues tend to be highly complex, the engagement for 

policy change within a policy field require long-term commitment and knowledge building by 
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participants (Sabatier and Weible 2007). Deep knowledge about the policy issue is crucial for 

being able to argue convincingly for policy change. Moreover, individuals need to build 

networks and relationships to enable collective action and overcoming collective action 

dilemmas (Ostrom 2005). Participation in the policy subsystem over extended periods of time 

is also necessary to increase clout (Weible et al. 2012). Policy subsystems tend to be dominated 

by rivalling coalitions that regard ‘best policy solutions’ differently. Here, Sabatier’s analysis 

of advocacy coalitions offers useful guidance. Sabatier defines advocacy coalitions as being 

‘composed of people from various organizations who share a set of normative and causal 

beliefs and who often act in concert’ (Sabatier 1988, 133). Members of an advocacy coalition 

‘will show substantial consensus on issues pertaining to the policy core’ but less so on issues 

pertaining to peripheral elements (ibid., 146).  

 

Three paths to policy change are commonly discussed in the literature: First, internal or 

external events stemming from things like crises, public opinion, socioeconomic conditions, the 

government, or other policy subsystems can contribute to change (Jones and Baumgartner 

2005; Ostrom 2005). Such events can cause sudden changes in the subsystem environment by 

providing resources, attention, or new knowledge, and cause participants to react to the event 

and respond or interact in ways that enable change (Weible et al. 2012). Second, learning can 

lead to change by altering values, knowledge, and strategies of actors in the subsystem or 

outside the subsystem (Weible at al. 2012). However, given human tendencies to select, 

interpret and even distort information, learning may rather result in reinforcement of positions 

than changes (Weible et al. 2012). Third, negotiated agreements and cooperation are common 

precursors to policy change (Ostrom 2005; Sabatier and Weible 2007).   

 

The institutional setting or ‘macro-system’ that the policy subsystem is embedded in 

determines the requirements for changing established policy within a policy subsystem 



11 

(Sabatier, 1988). This means that policy subsystems are embedded in a larger institutional 

system, i.e. the constitutional rules delimiting the political system of the country, as well as its 

cultural conditions. For Norway, this implies that petroleum governance is limited by the rules 

of representative parliamentary system, where decision-making venues (and hence veto-points) 

are relatively few and centralized.  

 

Building on these general assumptions about the role of advocacy coalitions and policy 

subsystems in the policy process, we now proceed to analyze Norwegian petroleum governance 

and coalitions among societal actors with formal and informal roles in national oil and climate 

policymaking processes. The next section identify policy subsystems and advocacy coalitions 

that have emerged to, respectively, challenge or defend established policies in two recent policy 

processes. Furthermore, we identify whether or how external or internal events, new knowledge, 

and learning constituted paths to policy change in these processes.  

 

Our data sources include official documents and public statements from these actors between 

2013 to 2017, including traditional and social media statements. Through a series of workshops 

and informal interviews with representatives from government bodies, industry, trade unions 

and NGOs, we identified relevant documents and statements from the analyzed period.1 The 

analysis combines insights from the interview material with the relevant documents.  

 

4. Carbon risk positions in two recent petroleum policy processes 

 

4.1 Licensing policy: The 23rd and 24th licensing rounds 

 

The MPE awards new licenses for petroleum exploration through two separate processes: In 

                                                            
1 See Annex 1 for a more detailed account of data sources (to be added). 
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numbered licensing rounds, acreage is awarded in new and relatively undeveloped “frontier” parts of 

the Norwegian Continental Shelf (NCS). These rounds are conducted irregularly on the initiative of 

the MPE, through a process in which industry first nominates prospective areas for licensing, and are 

then invited to apply for areas defined by the MPE. In contrast, in the annually-conducted Awards in 

Predefined Areas (APA) licensing rounds, industry may apply for licenses in predefined, mature 

parts of the NCS with more well-known geology and proximity to existing production infrastructure 

(NPD 2018). While the introduction of the APA system in 2003 resulted in a rapid increase in the 

total volume of awarded licenses, the numbered incensing rounds are likely to be more decisive for 

the long-term development of Norwegian petroleum production, as they determine the development 

of new petroleum provinces – in particular in the Arctic waters of the Barents Sea. 

 

In 2013-2017, two numbered licensing rounds were conducted with support from a large 

political majority in Parliament, including the three largest political parties: Labor, Conservatives 

and the right wing Progress Party. In the 23rd licensing round, ten licenses were eventually 

offered to oil and gas companies in May 2016 (MPE 2016). The 24th licensing round was 

initiated in August 2016 and resulted in 11 licenses offered to industry in June 2018. Together 

with the APA rounds, the number of licenses awarded have increased markedly over the period 

2013-2017, as illustrated in Figure 2.  
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Figure 2 Annual number of licenses awarded for petroleum exploration (NPD 2018) 
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Advocacy coalitions 

Both the 23rd and the 24th licensing round was protested by a broad group of environmental 

NGOs. Environmental groups had already mobilized against oil and gas activity in Arctic areas 

such as the Barents Sea for many years (e.g. Kielland 2017). Starting from the 23rd licensing 

round, however, their opposition was much more explicitly tied to climate change, and most 

NGOs moved from calling for geographically specific limitations on oil and gas extraction (such 

as “petroleum-free areas” or no-go zones) to calling for a “managed decline” of the industry as a 

whole (cf. McKinnon, Muttitt, and Trout 2017).  

 

Green NGOs’ protests against the licensing rounds gained some traction with smaller political 

parties in the Norwegian Parliament. The Green Party, which won its first parliamentary seat in 

the 2013 elections on an explicit platform of phasing out Norwegian oil production, introduced 

a bill in 2014 to stop the 23rd licensing round. The proposal was supported by the Socialist Left 

Party, but it failed to gain wider support – even among other smaller parties traditionally aligned 

with the environmental movement, such as the Liberal Party (Innst. 206 S, 2013-2014). 

 

The larger political parties (Labor, Conservatives, Progress Party), as well as the MPE, 

emphasized the importance of continuity in Norwegian petroleum resource management. The 

minister of petroleum and energy, Terje Søviknes of the right-wing Progress Party, argued that 

“predictable and stable framework conditions” is “a hallmark of Norwegian petroleum policy”, 

and that awarding new licenses for exploration and production is “the primary way for the 

authorities to provide incentives” for a “continued high level of value creation” in the industry 

(Søviknes 2017). 

 

For the larger political parties, in particular the Labor and Conservative parties who both led 
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coalition governments during the 2013-2017 period, proposals to stop licensing based on climate 

change concerns were misplaced and a distraction from more relevant climate policy issues (e.g. 

Adresseavisen, 04.09.2017). Moreover, the MPE argued that continued petroleum production in 

Norway will benefit the global climate, as “Norwegian petroleum activity has on average 

significantly lower emissions than the world average”, and “Norwegian natural gas also provides 

a fast and cheap way to reduce emissions when replacing coal in Europe” (Søviknes 2017). This 

is in line with industry arguments about Norwegian oil being “low-carbon” and thus holding a 

competitive advantage in a world in which greenhouse gas emissions are constrained by a 

limited carbon budget.  

 

Events, knowledge and learning as paths to policy change 

The MCE was the first government body to pick up on the new framing of climate change in 

terms of a global “carbon budget”, when commissioning a study in 2013 looking into the 

consequences for Norwegian oil and gas reserves of the global implementation of a 2⁰C target. 

The analysis, similar to that of McGlade and Ekins (2015), concluded that a significant portion 

of Norway’s currently undiscovered oil reserves would not be profitable in a 2⁰C scenario 

(Rystad 2013). There was no follow-up of the report from the ministry, however. Rather, with 

the change of government from a left-center coalition to a conservative coalition following the 

parliamentary election of 2013, the MCE took a more active role in defending the existing 

separation between climate policy and petroleum resource management. With reference to the 

international climate regime’s focus on the demand side rather than the supply side of fossil 

fuels, Conservative minister of climate and environment, Vidar Helgesen, frequently asserted 

that Norway’s role was not in reducing supply, but in ‘reducing demand for its own product’ – 

for example by incentivizing electric vehicles – while continuing to produce oil to meet existing 

demand (Helgesen 2016).  
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The MCE’s underlying agency, the NEA, took a somewhat different approach. In the 

government consultation process on the 24th licensing round, the NEA submitted a statement 

that highlighted the economic risk of expanding oil production in the Barents Sea in a situation 

where fossil fuel reserves will have to be left undeveloped and thus may become “stranded 

assets” (NEA 2017). In questioning the expansion of oil activity generally, this went 

significantly beyond the traditional scope of NEA assessments, which usually focus on specific 

areas that should be shielded from oil activity due to the vulnerability of ecosystems and natural 

resources. The NEA thus provided some backing for environmental NGOs challenging the 24th 

licensing round, while drawing negative reactions from industry actors who asserted that the 

NEA broke with their role as an environmental agency in commenting on the economics of 

future oil production. 

 

Among the most high-profile protest initiatives was a lawsuit brought by the environmental 

NGOs Greenpeace and Young Friends of the Earth Norway in 2016 to invalidate the licenses 

awarded through the 23rd licensing round. They claimed that the expansion of oil production in 

these sea areas violates the Norwegian constitution, which grants citizens the right to a healthy 

environment, explicitly citing the finite carbon budget and the risks that increasing reserves of 

“unburnable oil” poses for Earth’s climate.2 The case was tried before Oslo District Court in the 

fall of 2017, with the court ruling in favor of the government to uphold the licenses in January 

2018 (Doyle 2018). 

 

Summary 

Within the petroleum policy subsystem we see the emergence of a vocal but rather narrow 

advocacy coalition in connection with the 23rd and 24th licensing rounds, consisting mainly of 

environmental NGOs with some support from smaller political parties and limited backing 

                                                            
2 See www.savethearctic.org  
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from the NEA. This coalition drew mainly on new knowledge about the risks that new oil 

represents to the climate system, and partly (in the case of the NEA) also on the notion of 

economic risk from “unburnable oil” stemming from research coining the carbon budget. 

Moreover, this coalition invoked the Paris Agreement and its 2⁰C target as an event that alter 

the foundations for established petroleum governance.  

 

In contrast, a broader coalition of policy actors supported a continuation of the existing 

approach to licensing, which seeks to maintain a stable (high) level of investment and 

employment in the oil and gas sector. This coalition argued that current international climate 

policy is focusing on demand, not supply, of fossil fuels, and that these production-related 

emissions are handled through the oil sector’s inclusion in the EU ETS. 

 

As shown by the increasing number of licenses awarded in the 2013-2017 period, the coalition 

of government actors (mainly MPE, but generally not challenged by MCE), major political 

parties, and industry has clearly been successful in maintaining status quo in Norway’s 

licensing policy. However, the challenging coalition has arguably had success in shifting the 

political discourse, reconnecting the issues of oil and climate policy in public opinion by 

referring to carbon risk.  

 

4.2 The petroleum tax regime and economic risk 

In 2016, a government-appointed “Commission on green competitiveness” proposed a strategy 

to increase the competitiveness of the Norwegian economy in light of a stricter future climate 

policy. Led by former EU climate commissioner Connie Hedegaard and the director of the 

Norwegian financial industry organization, Idar Kreutzer, the commission pointed out that “a 

stricter climate regime changes the risks concerning petroleum activities,” and suggested that 

the government should “consider the need for changes in the current petroleum regime” 
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(Hedegaard and Kreutzer 2016, 6). Following up the commission’s recommendations, the MCE 

coordinated the development of a government-wide “Strategy on green competitiveness” 

launched in 2017. The strategy is more muffled than the recommendations from the 

commission when it comes to the future of the oil industry (MCE 2017). Among its most 

concrete outcomes is the establishment of yet another commission, tasked with assessing 

climate risks for the Norwegian economy more broadly (MOF 2017b). The new commission 

does not have a mandate to recommend changes in oil policy and tax regime, but will include 

the oil sector in its comprehensive review of climate-related risks to the Norwegian economy. 

The commission’s report will be ready by the end of 2018. 

 

White papers on long-term economic perspectives (Perspektivmeldingen) are reports provided 

regularly to the Parliament by the minister of finance in order to assess the macroeconomic 

outlook and discuss overall economic policy. In the ‘Perspectives’ white paper in 2017, the 

MOF specifically addressed the implications of Paris for Norwegian petroleum policy (MOF 

2017a). 

 

Advocacy coalitions 

Environmental NGOs have highlighted the large economic risk carried by the Norwegian government as 

it allows 78% of investments in exploration and field development to be deducted from oil and gas 

company taxes today, on the assumption of large future revenue streams. Climate policy think tanks 

highlighted the risk of stranded assets in a number of reports calling for reforming the petroleum 

tax system (Jortveit 2015, 2016). As these reports point out, if future climate policy reduces the oil 

price and leaves existing reserves “unburnable” (McGlade and Ekins 2015), expected revenue streams 

may not materialize, and the Norwegian public will carry a large share of the losses (Erickson and Down 

2017).  
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The coalition advocating for changes in the Norwegian petroleum tax regime and petroleum 

policy more broadly goes beyond environmental NGOs to include think tanks and economic 

expertise (like the head of the financial industry association), and all the smaller political 

parties. It even finds resonance in government – although in a more measured and indirect way 

– in the form of efforts from the MCE and NEA to open up for discussions about economic risk 

and petroleum tax policy. 

 

On the other side, a coalition of the MPE and MOF, with strong support from industry and 

clear (but not unequivocal) backing from the larger political parties, has defended the existing 

system, arguing that the current system is already built to handle economic risk, and that the 

introduction of a climate-related economic risk thus is nothing new and can be handled within 

the existing system. It is perhaps somewhat surprising that the MOF has been relatively 

reluctant to address the economic risks that climate policy may pose for Norwegian oil 

production. The ministry has highlighted that the existing tax system has served Norway well, 

emphasizing instead the risks of changing a “winning recipe” that historically has ensured the 

state’s interest in securing large and stable revenue streams from the oil and gas activity 

(Interview with MOF officials, 2016). 

 

Events, knowledge and learning as paths to policy change 

Following the adoption of the Paris Agreement in 2015, the Liberal Party proposed to establish a 

commission to review the Norwegian petroleum tax regime in light of the global temperature 

targets agreed in Paris (Innst. 2 S, 2016-2017). In a compromise between the Liberal Party and the 

government coalition (Conservatives and Progress Party), the Parliament decided to include an 

explicit discussion of the implications of the temperature targets in the Paris Agreement for 

Norwegian petroleum policy in the upcoming white paper on ‘Long-term economic perspectives’. 

A relatively broad alliance across the political spectrum thus affirmed the economic risks 
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associated with international climate targets as having real implications for petroleum resource 

management, although the government parties resisted drawing a direct link to the existing tax 

regime. 

 

With reference to analysis by the IEA, the 2017 white paper acknowledged that the Paris 

Agreement temperature targets could substantially reduce demand for oil over the next three 

decades. This could in turn lead to lower prices and reduced profitability in Norwegian oil and 

gas production (MOF 2017a). However, MOF, supported by MPE, highlighted that existing 

petroleum policies are designed to leave considerations of risk and profitability to industry, with 

a neutral tax system that ensures the public a share of the income without impacting on the 

companies’ investment decisions. The existing governance of petroleum resources was 

described as robust for a range of risks – including potential economic risks arising from 

climate policy (MOF 2017a).  

 

However, the economic risk associated with future oil and gas production is becoming more 

broadly recognized as a threat that the existing system may not be equipped to handle. In the 

Parliamentary election campaign of 2017, the Conservative Party ran on a platform that 

suggested establishing “climate testing” of new oil developments. Around the same time, the 

financial spokesperson of the Labor Party, Marianne Marthinsen, suggested that changes might 

be needed in the petroleum tax system to reduce the government’s risk exposure (Dagsavisen, 

22.08.2017). Her ideas drew heavy criticism from industry representatives, including the 

director of the Norwegian Oil and Gas Association. 

 

Summary and discussion 

Table 1 summarizes the two sets of policy processes and emerging actor coalitions analyzed 

above, relating them to the interests and institutions discussed in section 3.2. 
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Table 1: Interests, institutions and coalitions in the analysis of recent policy processes. 

 Licencing rounds White papers 

State interests Employment and investment Government revenue 

 

Institutions Licensing system Tax policy 

 

Recent processes 23rd and 24th licensing rounds  Long-term economic perspectives 

 Strategy on green competitiveness 

 

Status-quo coalition MPE, industry, major political parties MOF, MPE and industry; major political 

parties (partially) 

 

Challenging coalition Environmental NGOs, some smaller 

political parties; NEA (partially) 

Environmental NGOs, think tanks and 

economic expertise, all smaller political 

parties; NEA and MCE (partially) 

 

 

Comparing the two challenging coalitions depicted in Table 1, we see that the coalition that has 

emerged to challenge existing tax policy on the basis of economic risk is considerably broader 

than the one challenging current licensing practices. This is apparent both from the broader 

support among political parties in the Parliament, and from the partial support in government 

institutions, namely the MCE and NEA. 

 

What is striking about the way the NEA and MCE has dealt with oil as risk is that they have 

exclusively focused on the economic risk related to potential “stranded assets”, rather than the 

climatic risk of overshooting the global carbon budget by further increasing global oil reserves. 

As a consequence of this, they have both engaged more with the discussion about tax policy than 

the discussion about licensing practices. Even when the NEA argued for a more restrictive 
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approach to licensing in the 24th licensing round, it was done from an economic risk perspective. 

This is surprising given that the dedicated role of the MCE and the NEA is related to climate 

policy, not to macroeconomic stability – the traditional purview of the MOF. Two possible 

explanations for this puzzle may provide clues as to why challenges to the tax regime based on 

economic risk has been able to enroll a broader coalition of actors than protests against new 

licensing rounds. 

 

First, the way climate policy is currently institutionalized leaves few venues and veto-points for 

the MCE or NEA to challenge the expansion of oil and gas activities on the grounds that 

increasing petroleum reserves or production could be incompatible with global climate targets. 

The existing international climate regime effectively places fossil fuel production outside the 

responsibility of producer states, and the inclusion of the Norwegian oil sector into the EU ETS 

shifts responsibility for regulating production-related emissions from national policymakers to 

the European market for emission permits. Thus, the issue of long-term economic risk and 

potential for “stranded assets” becomes the only remaining entry-point for government bodies to 

challenge expanded oil and gas exploration on climate-related grounds. 

 

Second, while the challenges to the licensing system is fundamentally at odds with the 

underlying state interests that the system is instituted to safeguard – employment and 

investment to benefit the Norwegian economy – the challenges to the tax system is not 

presented as a challenge to the underlying interest of securing government revenue from oil and 

gas production. Rather, the argument for reforming the petroleum tax regime accepts the 

fundamental interest of the state in ensuring a large share of oil-related profits. It is precisely to 

protect government finances in the long run, it is argued, that tax policy should be reformed to 

reduce the risk that Norway is exposed to by covering a large share of investments in new oil 

and gas developments. 
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5. Conclusions 

The picture painted by our analysis of Norwegian petroleum governance over the 2013-2017 

period is generally one of “business as usual”. The “welfare” aspect of oil – that is, its 

importance as an unrivalled source of income for the Norwegian government, and of 

employment and investment in the Norwegian economy – is still dominant within the petroleum 

policy subsystem. Overall, this analysis points to a growing mismatch between a discernible 

change in Norwegian public discourse, on the one hand, and the relative stability of the 

petroleum resource management regime on the other. Increased rhetorical connections between a 

‘petroleum policy subsystem’ and a ‘climate policy subsystem’ has caused tension and debate, but 

while climate concerns and the new risks associated with oil and gas production have become 

prominent in political and media debates about the future of Norwegian oil, the governance of 

Norwegian petroleum production remains largely unchanged. 

 

One perhaps surprising reason for the stability of current petroleum governance is found in the 

existing international climate policy regime, which has helped stabilize a continued divide 

between climate and oil policymaking even as public debate has moved towards a stronger link 

between the two. The “demand-side” emissions accounting in the international climate regime, 

as well as the inclusion of production-related emissions in the EU ETS, enables the majority 

coalition to keep questions of oil and gas production levels separate from discussions of climate 

policy and national emission targets. Hence, existing climate policy seems to be contributing to 

inertia in fossil fuel governance structures.  

 

Signs of incremental change can be detected in the form of an advocacy coalition 

problematizing tax policy and economic risk, which seems to have gained stronger support by 

seeking to redefine rather than fundamentally oppose existing state interests in petroleum 
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resource management, hence moving the understanding of oil from its current association with 

welfare towards one of (primarily economic) risk by invoking events like the Paris 

Agreement’s 2⁰C target and new knowledge about the carbon budget. However, we emphasize 

that none of the policy processes analyzed here have resulted in material changes to the existing 

practices of petroleum resource management. This attests to the strength of the coalitions of 

actors supporting the status quo, as well as the continued association of oil with welfare across 

political parties, government organizations and large parts of the public.  
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