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Executive summary

The oil and gas industry must play a big part in the world’s efforts to meet its climate goals
because of the greenhouse gas emissions associated with production and consumption of these
commodities. Recent data from the International Energy Agency urges countries to stop new oil
and gas production licenses after 2021. However, governments are moving ahead with plans to
produce significantly higher volumes of oil and gas in 2030. This production gap is increasing
year on year, putting at risk efforts to hold global average temperature increase to well below 2°C
above pre-industrial levels, let alone limiting it to 1.5°C.

Reducing and phasing out oil and gas production has been rising higher on the global agenda,
although meaningful progress has been difficult to achieve. Oil and gas commodities have created
decades-long dependencies throughout most of the world’s economies, both for consumer and
producer states.

Today the benefits of a low-carbon society are well-known. Energy transitions can enhance
human well-being through reduced air pollution, increased energy access, and by creating

local jobs and generating income for local communities (IRENA, 2022b). The diversification of
energy mixes and economies reduces the risks posed by fossil fuel dependence and decreases
import bills and therefore household energy expenditure (OECD/IEA & IRENA, 2017). Renewable
energy prices have been more stable during the Covid-19 pandemic than oil and gas prices. And
in several parts of the world, especially in developed countries, renewable energy investments
have been delivering higher margins of return than fossil fuels (Mete et al., 2021). Despite this,
inefficient subsidies, lack of international cooperation, jobs and key sectors tied to the sector, and
geopolitical and political factors have all combined to create barriers and resistance to change.

Furthermore, at the same time as scientific evidence and citizen and civil-society campaigns are
mounting and global initiatives and alliances to put an end to oil and gas production are on the
rise, there is not yet a successful example of a just transition away from oil and gas that countries
can learn from and be inspired by.

Even in Europe, which aims to become the world’s first climate neutral continent by 2050, and
where oil and gas producing nations have individually committed to ambitious carbon neutrality
targets, oil and gas expansion plans remain in the UK and Norway, with only Denmark setting
any ambition to phase out the industry. In all these three countries plans and actions are focused
on reducing emissions within oil and gas operations through process efficiency improvements,
electrification and in building low-carbon capability (e.g. carbon capture and storage and
hydrogen production).

The three North Sea oil and gas producing nations have the necessary finance and economic
diversity, technical knowledge, and ample renewable energy capacity to enable them to break the
path dependency between economic development and oil and gas related industries. Yet there is
considerable resistance to doing so from companies, governments and communities, largely due
to concerns and uncertainties over costs and impacts. For example, while phasing out fossil fuel
extraction will bring a multitude of societal benefits, not everyone will benefit equally from the
transition — and those who depend on the industry for their livelihoods or for development could
lose out.

Indeed, one should not assume that all of the oil and gas jobs lost could be replaced by alternative
energy and low-carbon energy technology solutions. Many oil and gas jobs are also very lucrative
due to high revenue margins and tougher living and working conditions in oil and gas fields. While
the same cannot yet be expected from the low carbon energy value chain, it must be noted that
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the low carbon and renewable energy sector can also create high value and skilled jobs. In fact,
in 2020, jobs in the renewable energy sector have been the most popular energy sector jobs
globally, in terms of switching employment (Statista, 2022a).

Aside from those who lose jobs, there will inevitably be others who lose out from the change

due to the geographic location of new energy infrastructure and age of the workforce, among
other factors. And parts of the oil and gas value installations and engineering structures

cannot be transitioned at all and will need to be decommissioned. Regardless of this, education,
compensation and reskilling programmes must all be part of early planning for just transitions.
Supporting oil and gas companies by providing market certainty and a phase-out date could help
them reorient their business models and enable countries to reach net-zero emissions from a
domestic production perspective.

Therefore, strategies to phase out oil and gas must also be just and equitable. Addressing these
concerns and overcoming the “ambition gap” can only happen through greater policy coherence
between greenhouse gas emissions targets, increased policy support for an orderly phase out
and managed reorientation, and increased policy support for just transition initiatives.

SEl and Climate Strategies are leading an evidence-based programme - Oil and Gas Transitions
- together with the University of Edinburgh, the University of Oslo and Aalborg University. This
project focuses on the opportunities, barriers and co-produced pathways for oil and gas just
transitions in the UK, Norway and Denmark. The project’s theory of change is based on the
assumption that these countries can spearhead a just transition for this sector and can offer
lessons to other oil and gas producing countries beyond the North Sea (Mete et al., 2021).

This report is part of the Oil and Gas Transitions project, which began in 2021. The report consists
of two parts. The first focuses on narratives of oil and gas transition around the globe and
provides an overview of the existing oil and gas dependencies and policies that create barriers

to the transition. It also illustrates the opportunities to move away from oil and gas driven by
global, regional (EU) and national level initiatives, such as increasing the number of moratoriums
on production of these commodities. This first part of the report also places the special case

of the North Sea producer states in a global context to emphasize why the world will be closely
watching the UK, Denmark and Norway.

Over the past year, the three universities mentioned above carried out country case studies,
which explored stakeholder perspectives, socio-economic considerations, the political landscape,
and opportunities and barriers to a just transition from oil and gas in Denmark, Norway and the
UK. The second part of this report synthesises these three case studies and compares them,
along with a scorecard analysis of how their policies measure against each other in their pathways
to a just transition.

We found that all three countries have gaps when it comes to policies aimed at ensuring a just
transition. Scotland receives the highest score in our analysis but does not have devolved powers
over oil and gas production, which means they cannot be assessed for some of the criteria.

The other North Sea countries are especially lacking in policies targeting support to people,
communities and regions affected by the transition. Denmark benefits significantly from decisive
decarbonization targets, an end to new licenses for oil and gas production and more targeted
renewable energy investments in the country’s oil and gas region to transform the economy. The
fact that neither the UK or Norway have targets to stop producing oil and gas makes it hard for
them to properly plan for a transition and lowers their overall score.
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1. Global trends in oil and gas transition

1.1 Introduction

The oil and gas industry accounts for a significant proportion of global carbon emissions. These
emissions arise directly from the industry’s exploration and extraction activities, distribution,
trade, and indirectly as a result of consumption of oil and gas. As parties to the Paris Agreement,
most oil and gas producing countries have committed to achieving its goal of limiting global
average temperature increase to well below 2°C above pre-industrial levels and pursue efforts

to limit it to 1.5°C. However, the Paris Agreement focuses primarily on reducing demand as the
route to decarbonization (Verkuijl & Lazarus, 2020) and oil and gas is only mentioned in some
countries’ Nationally Determined Contributions (i.e. countries’ climate mitigation plans) with
reference to the use of carbon capture and storage (CCS) in the industry (UNFCCC, 2021b). To
keep warming in line with the Paris Agreement, the International Energy Agency’s (IEA) Net Zero
Report urges that no licenses be approved for new oil and gas fields after 2021, and that by 2050
natural gas production must decline by 55% and oil production by 75% (IEA, 2021c). The IEA
report also stressed that all unabated coal and oil power plants must retire by 2040. However, the
world’s governments still plan to produce 57% more oil and 71% more gas in 2030 than would be
consistent with a trajectory aimed at limiting global warming to 1.5°C (14% and 15% respectively
for a 2°C-degree consistent pathway). The gap is considerably wider by 2040 (SEl et al., 2019).

When we consider that energy accounts for around three-quarters of total greenhouse gas
emissions globally (IEA, 2021b) and that oil and gas makes around 50% of emissions associated
with energy consumption (Fletcher et al.,, 2018), it is clear that transition of the oil and gas sector
must be a key part of the efforts to mitigate climate change to avoid catastrophic effects and
“tremendous economic, social and environmental disruption and costs” (IEA, 2020d, p. 1). And it
must start today, not only to drastically cut greenhouse gas (GHG) emissions, but also to ensure a
just transition for both developed and developing countries.

Yet at the end COP26 in Glasgow in 2021 we saw countries softening their commitments to
phase out fossil fuels because of opposition from major producing countries. Only phase-down
of unabated coal was covered under the Glasgow Climate Pact (UNFCCC, 2021c). There was no
reference to oil and gas in the final agreement of COP26 (Mete et al., 2021). The only significant
achievement in Glasgow in relation on oil and gas was the agreement to phase-out inefficient
fossil fuel subsidies, albeit without a firm date.

Today, there is not yet a single country that has achieved a successful just transition to a low
carbon society. In Europe, North Sea oil and gas production corresponds to 20% and 27%,
respectively, of oil and gas consumption. (Globally it corresponds to 3% and 4%; BP, 2021).
Denmark is the only producing country in Europe that has set an end date for oil production - in
2050. The UK, Norway and Denmark can be first movers to achieve an orderly and just transition
away from oil and gas.

The Oil and Gas Transitions project will, with local stakeholders, co-produce feasible pathways
to achieve just that, building on three country case studies carried out by The University of
Edinburgh, Aalborg University and Oslo University.

Section 1 of the report is based on a desk-based review of academic and grey literature,

including key reports and publications on the industry. It also draws on key statistics and

figures from publicly available datasets to supplement the literature review. In Section 1.2, we
explore the factors that make transitioning away from oil and gas so challenging, with a focus on
governments, companies, and the finance sector. Section 1.3 provides an overview of global and
regional (EU) initiatives on oil and gas transition. Section 1.4 illustrates how oil and gas companies
and the finance sector are participating in the transition. Section 1.5 focuses on potential role of
the European Union in driving oil and gas transition. We provide conclusions in Section 1.6, with
reflections on complexities surrounding oil and gas transitions.
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Section 2 of the report presents a synthesis of the country case studies carried out by University
of Edinburgh, Aalborg University and Oslo University. We use an emerging synthesis method
using a systematic approach to synthesize various literature referred to in the country case
studies (Schick-Makaroff et al., 2016). We then carry out a rapid review using tables and
graphical displays. In Section 2.4 we adopt an enhancement model where qualitative data is

used to quantify our analysis (Schick-Makaroff et al., 2016) thereby enhancing interpretation and
explanation of just transition policies adopted by the three North Sea countries.

1.2 Challenges of oil and gas transitions

Although it may seem intuitive that companies or governments are in control of oil and gas
production and reduction of supply, the choices and decisions available to them are strongly
influenced by a range of forces at the global level. These include (but are not limited to) global
demand for oil and gas, production and price volatility, and subsidies that obscure the true cost of
oil and gas.

Global demand and energy mix

Since the turn of the 20th century, oil and gas have provided cheap, easy-to-access,
transportable, high-density energy. On a global scale, the benefits generated by the consumption
of these commodities have no historical precedent. The use of oil and gas has driven industry and
the production of basic materials; powered, heated, and cooled buildings; and shrunk distances
by fuelling planes, ships, trains, and automobiles.

The desirable properties of oil and gas partly explain why they have dominated the global

energy mix for more than half a century. Together, oil and gas account for just over half of the
world’s primary energy consumption. As Figure 1 shows, oil and gas dominates energy input

in the transport sector (91%) globally and provides around a quarter of the energy needed for
industry, power, and buildings (IEA, 2020a). Given the global energy mix, the historical demand
for oil and gas has established some of the world’s largest companies by market capitalization, as
shown in Table 1.

Table 1. Market capitalization of the ten oil and gas companies with the highest market capitalization. In
billions of US dollars.(CCompanies Market Cap, 2021)

Saudi Aramco 1898 Saudi Arabia
Exxon Mobil 291 us

Chevron 240 us

Shell 182 Netherlands
PetroChina 141 China
TotalEnergies 138 France
Gazprom 108 Russia
ConocoPhillips 107 us

BP 97 UK

Equinor 88 Norway
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Figure 1. Total primary energy demand in 2019
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This is why a successful oil and gas transition depends not only on decisions made by
governments and companies, but also requires a radical transformation in the way we consume
and use energy across all sectors of the economy, at an unprecedented scale, cost and speed. To
enable this transition, greater international cooperation is essential for creating credible pathways
to scale up renewable energy production, and to accelerate innovation, climate finance and just
transition mechanisms (IEA, 2021c).

Production and price volatility

The global energy mix, combined with the availability of resources and feasibility of extraction,
has concentrated production in a handful of countries and companies that reap the economic
gains from these commodities. In 2019, the ten largest oil producing countries accounted for
more than 70% of global oil production, and the picture is similar for natural gas production (BP,
2021). As oil and gas drive the global economy and provided large revenues stream from some
producer countries, this has led to a high dependence among these countries. Yet in a world set
on achieving the goals of the Paris Agreement, today’s major producers will be the most exposed
to the negative consequences of an unmanaged transition.

The top 10 producer countries and their dependence on oil and gas revenues can be seen in
Figure 2, for oil, and Figure 3, for natural gas.
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In addition to providing fiscal revenues, the industry is also a major employer, which further
cements dependence on the industry for national prosperity. It is estimated that almost 6 million
people globally are directly employed by the oil and gas industry, with more than ten times as
many people in jobs indirectly created by the industry (ILO, 2021). This makes up roughly 2% of
the global workforce (World Bank, 2021a).

Figure 2. Oil production by top 10 oil producing countries (plus Norway, the UK and Denmark) in 2019, and
oil rents as share of GDP in 2019.
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Source: BP, 2021; World Bank, 2021d
Note: Oil rents are the difference between the value of crude oil production at regional prices and total costs
of production.

Figure 3. Natural gas production by top 10 oil producing countries (plus the UK and Denmark) in 2019 and
natural gas rents as share of GDP (2019).
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Source: BP, 2021; World Bank, 2021c
Note: natural gas rents are the difference between the value of natural gas production at regional prices and total costs
of production.

Oil and gas are highly traded commodities — more than 90 million barrels of oil and about 11 billion
cubic metres of natural gas are traded per day (BP, 2021). The differences in the cost of producing
oil and gas, combined with the historically volatile prices of these commodities, creates winners
and losers both between and within countries. Fiscal crises as a result of crashes in prices are not
uncommon among fossil fuel exporters who depend heavily on revenues and foreign exchange
earnings from oil and gas (Mete et al., 2021). Foreign revenues are also important for servicing
debt, which is crucial for heavily indebted countries (SEl et al., 2020). Russia and Nigeria for
instance experienced exactly that in 2020 (World Bank, 2020b, 2020c¢). This pattern of boom

and bust is deeply entrenched in the history of oil and gas, as shown by the fluctuations of global
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incomes from these commodities in Figure 4. Aside from the direct economic consequences
of price volatility, there are also indirect negative effects of dependence and price volatility,
which include weakening the development of institutions, hindering democracy, and enabling
authoritarian regimes to stay in power (Gillies, 2020). These effects are mostly observed in
producer countries with weak government institutions (Lashitew & Werker, 2020).

Figure 4. Oil rents and natural gas rents as share of GDP globally from 1970 to 2019.
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Source: World Bank, 2021d, 2021c.
Note: Oil and gas rents are the difference between the value of crude oil/natural gas production at regional prices and
total costs of production.

The high trade value and revenue share of oil and gas in major producing economies creates a
resistance to change both within companies and among politicians, which is a key challenge to
curbing production. However, the risk of inaction is potentially greater over the long-term: the
IEA predicts oil and gas prices will go down significantly by the end of this decade as nations
move to low carbon alternatives in the transport, industry and heat sectors, and as CO, prices
are increasingly applied to the full value chains of fossil fuels, especially in advanced economies
(IEA, 2021c). And moving away from oil and gas production does indeed have an impact on global
supply: it has been estimated that given the economics of production and the sensitivity of
consumers to prices, for each barrel of oil left undeveloped due to a supply restriction, net global
oil consumption will be reduced by between 0.2 to 0.6 barrels (Erickson et al., 2018; Erickson &
Lazarus, 2018).

Hence, the notion that demand will always be met - that is, that countries will produce more to
meet demand left unfulfilled by a reduction in supply elsewhere - is thus an assumption proved
to be wrong. Furthermore, the Production Gap Report notes that with less supply there would be
less consumption, and this could lead to increases in oil and gas prices in the short run due to
limited supply, which can help generate extra revenues to help producing nations invest in low
carbon transition (SEl et al., 2021). The message from the Production Gap Report is clear: demand
and supply need to go down in tandem, and this would not only bring certainty to markets but
also support orderly transitions.

Subsidies hide the true cost of oil and gas

Fossil fuel subsidies, applied in the form of direct subsidies or via tax breaks, are another key
challenge for oil and gas transitions, because they not only incentivize oil and gas activities, but
also distract attention from the “true potential and value of renewables” (Mete et al., 2021, p.28).
Fossil fuel subsidies also disproportionately benefit higher income groups, because these groups
consume more fossil fuels (Mete & Heffron, 2018).
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Almost every country in the world subsidizes oil and gas prices to bring down the end cost to
the consumer (Mete et al., 2021. In a recent analysis, the International Monetary Fund (IMF)
calculated that USD11 million worth of subsidies per minute are granted to the fossil fuel industry
(Parry et al., 2021). This hides the true cost of fossil fuels. To be precise, in 2020 fossil fuel prices
were a minimum of 50% below their true price in 2020, with coal being 99% below, diesel 52% and
natural gas 47% below (Parry et al., 2021). IMF analysis found that the world could cut one third
of its CO, emissions if governments can agree on a global reform to remove subsidies to fossil
fuels. However, there are powerful vested interests in bringing as much oil and gas to the market
as possible due to, for example, high profits for companies and stakeholders throughout the oil
and gas value chain, which makes it difficult for governments to phase-out fossil fuel subsidies or
indeed implement other policies for transition (SEl et al., 2020).

The G20 has been discussing removing fossil fuel subsidies for a long time, but to date, no
“effective policies or sustained action” have been agreed on (Mete et al., 2021, p.28). Meanwhile,
since 2020, of the total public money that G20 countries have committed to energy-producing
and consuming activities, a majority is being spent on fossil fuels — 41% to be precise - compared
to 37% on clean energy (IISD et al., n.d.). This is despite the obvious opportunities to pursue a
green recovery after the Covid-19 pandemic. Today, the only progress in this area is the inclusion
of the need to phase-out “inefficient fossil fuel subsidies” in the final text of COP26’s Glasgow
Climate Pact, and even this has no firm date for implementation (UNFCCC, 2021c, p.4).

Directly and indirectly, the oil and gas value chain accounts for 56% of global energy-related
emissions (IEA, 2020c¢) as illustrated in Figure 5. The emissions are commonly divided into three
“scopes”, according to the carbon accounting standard the Greenhouse Gas Protocol (GHG
Protocol, 2021). Direct emissions (Scope 1) are emissions that are produced directly from oil

and gas operations, such as the combustion of oil and gas in engines to power rigs, leaks and
flaring of methane, and emissions from transport. Indirect emissions consist of emissions from
purchased energy (Scope 2) such as electricity, and emissions from the value chain through
combustion of oil and gas (Scope 3). Scope 3 emissions far outweigh Scope 1and 2 emissions.
They account for more than 80% of the full life-cycle emissions for oil, and about 75% for natural
gas (IEA, 2020c¢). Consequently, subsidies to the oil and gas sector not only hide the direct
economic cost of oil and gas, but also incentivize the sector with public money to maintain its
position as the main source of greenhouse gas emissions.

Figure 5. Global energy-related emissions (CO,e) by share of scopes of oil and gas and other energy-
related emissions (non-O&G energy-related emissions refer to energy-related emissions outside of oil and
gas, mainly from coal, and the total figure includes all energy-related emissions globally).
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Source: IEA, 2020c.
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1.3 International and EU initiatives landscape

The previous section presented only a fraction of the challenges to oil and gas transitions. More
detailed analysis can be found elsewhere.! Along with challenges there are also opportunities
arising from climate ambitions set by first-mover countries and increasingly strong initiatives
influencing the global agenda on the path to low carbon transformation.

First-mover countries

While at present there is not a single example of a successful and widely accepted transition to
a fully low-carbon economy, examples of both past and recent energy transitions offer evidence
on the advantages of being a first mover in such transitions. For instance, Denmark, Germany,
and Spain have all found success by moving early on renewable energy technologies (Fouquet,
2010). And while no major oil and gas producing countries have yet made announcements on
moratoriums or “sunset” provisions to end exploration and extraction activities, several smaller
producers are setting deadlines to phase out oil and gas from their economies and leave their
future deposits in the ground.

The biggest oil and gas producer with a phase-out date is Denmark, which in terms of global
production in 2019 ranked forty-second for crude oil and fifty sixth for natural gas (US Energy
Information Administration, 2021a, 2021c). Even on a regional level, this is only a fraction of
production compared to its neighbours, Norway and the UK: Norway is ranked fifteenth for oil and
eighth for gas, and the UK is ranked nineteenth for both oil and gas.

The moratoriums and sunset announcements that have been made (see Table 2) reveal
differences in the approaches being adopted. These include differences in the timeline of action;
future phase-out dates in comparison to near-term bans; and the methods of production being
targeted. In addition, there are different motivations for reducing supply. For instance, in most
countries listed in Table 2, phase-outs or bans were introduced to align with national climate
commitments, while for Belize and Greenland, the goal of the exploration bans was to protect
marine life and the environment.

Table 2. Country announcements of moratoria or sunsets to oil and gas exploration or extraction

82 n/a Belize Exploration ban from 2017¢

n/a n/a Costa Rica Moratorium on exploration and
exploitation?

42 56 Denmark Phase-out extraction by 2050°

70 90 France Phase-out by 2040f

n/a n/a Greenland Exploration ban from 20219

n/a 58 Ireland Fracking ban from 2017 and offshore
from 2018"

73 52 New Zealand Exploration ban from 2018

90 78 Spain Exploration ban from 2021 and phase
out by 2042

Sources: ® US Energy Information Administration (2021a); * US Energy Information Administration (2021b); ° WWF (2018)
9 James (2027), LINGO (n.d.), ® Klima-, Energi- og Forsyningsministeriet (2020);  Ministere de la Transition Ecologique
(2017); 9 Government of Greenland (2021); " Department of the Environment, Climate and Communications (2021);

" Morrison (2020);’ Gerretsen (2021)

1 For further details see IEA, 2021; SEl et al., 2021.
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Multilateral initiatives

Although the unilateral announcements made by the countries listed in Table 2 only represent

a small proportion of global production, such actions may provide a milestone on the way

to coordinated multilateral action. Indeed, under the leadership of Denmark and Costa Rica,

the Beyond Oil and Gas Alliance (BOGA) was launched at COP26 (BOGA, n.d.). The alliance
brings together governments committed to setting an end date for oil and gas exploration and
extraction, in an effort to align with the goals of the Paris Agreement. Its first members include
France, Greenland, Ireland, Quebec, Sweden and Wales, alongside associate members California,
New Zealand and Portugal. Although the alliance is made up of many countries listed in Table 2,
the group still lacks major producers, including the UK and Norway in the North Sea region (Mete
et al,, 2021

Earlier in 2021 five countries responsible for 40% of oil and gas production, the US, Canada,
Norway, Saudi Arabia and Qatar, took an initiative to establish a forum to develop pragmatic
net-zero emission strategies (US Department of Energy, 2021). These include stopping methane
leaks and flaring, deployment of “carbon capture and storage technologies, diversification from
reliance on hydrocarbon revenues, and other measures in line with each country’s national
circumstances”. While the alliance is the first of its kind, it falls short of an agreement on phasing
out oil and gas. Lastly, initiatives such as the Global Methane Pledge announced at COP26 by
the EU and US will also impact the production of oil and gas (albeit indirectly as the industry

is a major source of methane) and demonstrate that bilateral action can encourage others
(European Commission, 2021i).

Civil society initiatives

Aside from country-led initiatives, there are several global climate-related oil and gas initiatives
that have been launched by civil society and trade union actors in recent years. This section
provides a snapshot of a growing number of existing initiatives, though it is not an exhaustive list.

Within civil society, networks such as Oilwatch (Oilwatch, n.d.) and Global Gas & Oil Network
(Global Oil & Gas Network, n.d.) are bringing together NGOs around the world that focus on
halting the expansion of oil and gas and a managed decline of production. There are also
campaigns such as the Lofoten Declaration (The Lofoten Declaration, n.d.), which calls on
governments and companies to acknowledge the need for a managed decline of production, and
promotes the Fossil Fuel Non-Proliferation Treaty (Fossil Fuel Treaty, n.d.), which seeks to apply
the logic of nuclear non-proliferation to phasing out oil and gas.

Moreover, tools and methodologies developed by NGOs that track the pace of oil and gas
transitions globally have recently gained prominence. These include the Transition Pathway
Initiative (Transition Pathway Initiative, n.d.) Global Energy Monitor’s Fossil Infrastructure Tracker
(Global Energy Monitor, n.d.) and the Energy Policy Tracker (IISD et al., n.d.). The Science Based
Targets initiative (SBTi) is also currently developing a methodology for targets for the oil and gas
industry. The aim is to help companies and investors align their oil, gas and integrated energy
company emissions reduction targets with the goals of the Paris Agreement, while enabling
transparency and scrutiny from governments and civil society actors (Science Based Targets
Initiative, n.d.).

Furthermore, there are demands from within the UK for a moratorium on all new oil and gas fields
in response to approvals given to new development plans in the North Sea. In a 2022 research
note, UK researchers found that the development of new oil and gas fields in the country are
incompatible with the Paris Agreement’s goals (Welsby et al., 2022). Researchers around the
world also point to scientific evidence of the mismatch between oil and gas majors’ climate
pledges, decarbonization plans and investment behaviour. A recent analysis that examined BP,
Chevron, ExxonMobil and Shell’s corporate discourse on clean energy and their actual operations
found that despite a significant increase in references to terms such as “climate”, “low-carbon”
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and “transition” in these companies’ annual reports, their actions and investment behaviour,
translate into a rise in exploration activities rather than a reduction (Li et al., 2022)

Lastly, workers’ organizations such as the Labour Network for Sustainability, the International
Trade Union Confederation and the International Global Union are focusing on the socio-
economic and environmental aspects of oil and gas transitions, with an emphasis on oil and
gas workers needs and structural change supported by just transition principles (Atteridge &
Strambo, 2020).

Civil society pressure and participation in the governance of oil and gas has a key role to play in
transition. The second part of this report provides examples of how NGOs influenced key policy
decisions in the oil and gas sector in the UK, Norway and Denmark.

1.4 Companies and finance in transition

A transformation of economies based on fossil fuels to low carbon economies will require a
substantial amount of investment to be redirected. Hence, the transition policies of finance
actors and companies will play a decisive role, in particular in accelerating or stalling transition.
Meanwhile, greater climate ambition by governments will have short and long-term implications
for the profitability of oil and gas assets, as public investment flows into greener alternatives and
the benefit of low-carbon pathways are realized.

Already, many significant asset managers, asset owners, banks, and reinsurers of assets under
management have committed to reducing their exposure to fossil fuels to align with the Paris
Agreement (Institute for Energy Economics and Financial Analysis, 2021). And since the beginning
of the pandemic major multilateral development banks have committed four times more funding
for clean energy projects than for fossil fuels (IISD et al., n.d.). However, Covid-19 recovery
packages put forward by the world’s largest economies continue to favour fossil fuels over
clean energy (lISD et al,, n.d.). Meanwhile, between 2016 and 2020, the world’s 60 largest banks
provided almost USD3.8 trillion in fossil fuel financing (Rainforest Action Network et al., 2021).
Furthermore, from 2017-19, gas projects received an average of USD16 billion in international
public finance per year. This was four times as much as was earmarked for wind or solar energy
across the Global South (Muttitt et al., 2021.

more funding for clean energy
4X (total of USD13 billion) from major
multilateral development banks

since 2020 compared to fossil fuels

Y Y per year in international public
1 6 b I I I I o n finance for gas projects
(2017-2019)

[ ] [ ]
3 8 t r I I o n in fossil fuel financing from the
[ ] largest banks globally (2016-2020)

Figure in USD$ SE I
Source: 1ISD et al, n.d.; Muttitt et al., 2021; Rainforest Action Network et al., 2021
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When we turn to companies, data illustrates that in the wake of the pandemic, oil majors and
national oil companies (NOCs) cut upstream capital spending, and the recovery of global oil

and gas supply in the medium term remains uncertain (IEA, 2021a, 2021c). Many oil and gas
companies have already begun to revise their strategies, shifting their operating and business
models, and transferring their capital into renewables, carbon capture and storage, hydrogen and
bioenergy (Beck et al., 2021). Trends in the share of upstream investment suggest that majors are
shifting towards transition while NOCs remain focused on traditional strategies (IEA, 2021c).

Major oil and gas companies, such as BP and Shell, have pledged a reduction in oil and gas
production over time, especially in the North Sea (Royal Dutch Shell plc, 2021). The CEOs of oil
and gas majors whose companies represent 30% of global production have also established the
Oil & Gas Climate Initiative (OGCI, n.d.), which aims to accelerate the industry response to climate
change, focusing on low carbon solutions and technologies. Recently, BP and Shell have begun to
shift their business models into sustainable energy, with renewables and bioenergy at the heart
of the new models. BP claims to set out a new strategy that will transform the company from an
international oil company focused on producing oil and gas to an integrated energy company
focusing on low carbon electricity and energy (BP, 2020a). Shell’s energy transition strategy
states that the company is aiming to become a net-zero emissions energy business by 2050, in
line with society’s progress towards the Paris Agreement’s goal on climate change (Royal Dutch
Shell plc, 2021. In comparison to their American competitors, European oil and gas companies
have more granular targets, with absolute emission targets up to 2030, and going beyond
emissions from their own operations to include end-use emissions (Coffin, 2020). In contrast to
BP and Shell, America’s largest oil companies ExxonMobil and Chevron Corporation claim to have
little competitive advantage in the renewables sector and are planning to keep their oil and gas
business model for the foreseeable future (ExxonMobil, 2021)

As some oil and gas majors have started to take small steps toward divesting, there has been a
trend for large international oil and gas companies, especially European ones, to sell oil and gas
operations to smaller private equity-backed producers (Holland, 2021). This is also the trend in
the North Sea region, where private equity-backed producers’ share of production reached 30%
in 2020 in the UK, compared with 8% in 2010 (Thomas & Mathurin, 2021). Although such trends
might appear to bring into question the logic of divestment from fossil fuels, since the oil and gas
will be produced by the new owners of the operations, it is worth noting that independents and
small-scale producers may not be able to produce oil and gas as cost-efficiently as the majors.
Furthermore, majors’ divestments could heighten the perception of the risk of investing in oil and
gas. The increased risk of investing in the sector would result in increased credit risk and cost

of capital for the sector. The combination of a less efficient production of oil and gas as well as
an increased cost of capital would lead to higher prices for oil and gas, and thus to a decrease in
demand (Erickson, 2020).
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Given the growing economic and societal drive towards a low carbon economy, oil and gas
companies must move swiftly to secure opportunities for growth while ensuring they enrich their
decisions to improve their economic resilience and reputation (Beck et al., 2021). The pressures
for low carbon transition away from the oil and gas industry have been gaining momentum
recently with, for example, the Dutch legal ruling against Shell and the boardroom rulings against
Chevron and ExxonMobil. Such developments signify a turning point in the financial and legal
consequences of failing to act on climate agenda (Ambrose, 2021; Szuleck et al., 2021). Within
days of the rulings, credit rating agency Moody’s warned that the credit risk of major oil and

gas companies had increased; a clear indication that climate risk is now being regarded as a
financial risk. The events of the past years have intensified investors’ interest in sustainable and
resilient assets to minimize their exposure to climate risk as well as the risk of stranded assets
(IRENA, 2020).

On the other hand, national oil companies are still focusing on traditional production growth
targets, which will make any absolute emissions reductions difficult. To date, only three NOCs

- PetroChina, Sinopec Corp and PETRONAS - have net-zero intentions, and companies such as
Saudi Aramco and Gazprom have not set any emission reduction targets (Yates, 2027). And only
4% of large oil and gas companies have targets for scope 1,2 and 3 emissions, while 74% have no
target at all (See Figure 6)(IEA, 2021c).

Figure 6. Distribution of emission reduction targets of oil and gas companies with announced pledges to
reach net-zero emissions by 2050.

a

a Scopel,2and3 4%
b Partial value chain 7%
¢ Scope 1and 2 only 15%
d No target 74%

Source: IEA, 2021c.

Major international oil companies and NOCs have both announced large investments in biofuels,
onshore and offshore wind power, carbon capture and storage and hydrogen. However, as of 2019,
large oil and gas companies spent only 2% of their capital expenditure on new projects outside of
core oil and gas supply (IEA, 2020¢).

Although there is greater awareness of the financial and environmental risks of continued oil and
gas production, and some investments have begun to shift, the efforts of majors and NOCs are
nowhere near the ambition required to align production levels with the timeline needed to meet
global climate targets.
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1.5 Role of the EU in the oil and gas transition
To put the North Sea country case studies in context, we must also consider the influence of the
EU, as one of the world’s major consuming regions, on the production of North Sea oil and gas.

The EU is a small producer of oil and gas, and production has been declining since the turn of the
century, primarily due to diminishing resources (Astorri et al., 2021). It depends heavily on imports
of both oil and gas, which account for almost 67% and 27% of energy imports, respectively
(Eurostat, 2019). The EU is therefore a significant driver of demand for oil globally, and for gas
from neighbouring countries, with Norway and the UK being important trading partners, as shown
in Figure 7 (Eurostat, 2019). EU policies are therefore crucial when it comes to the transition away
from oil and gas in the North Sea.

Figure 7. EU imports of crude oil and natural gas in 2019 by country of origin.
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Importantly, the EU aims to be the first “climate neutral” continent by 2050 as part of the
European Green Deal, with the target enshrined in law by the 2021 European Climate Law
(European Commission, 2021a). The EU also plays a growing leadership role on global climate
action, working with other countries and regions to achieve the goals of the Paris Agreement. It is
a top provider of international climate finance to support developing countries in their efforts to
tackle climate change and it promotes comparatively ambitious climate action in multilateral and
bilateral cooperation (European Commission, 2021d).

While some countries are beginning to consider reductions in supply of oil and gas, EU policies
have been focused on reducing demand, in part to address its own energy security. The EU’s
policies to reduce demand for oil and gas have recently been strengthened through the Fit for
55 legislative package with its increased targets for renewables, a new emission trading scheme
for transportation and buildings, and stricter CO, standards in the transport sector (European
Commission, 2021h). Furthermore, the European Commission has introduced policies on just
transition (European Commission, 2021c). The Just Transition Mechanism (European Commission,
2021e) is one such measure that has been implemented. Through this mechanism, regions that
depend substantially on fossil fuel industries or other carbon intensive industries get support to,
for example, diversify their economies and train workers for new jobs. The Commission has also
proposed a Social Climate Fund to help citizens finance investments in energy efficiency, new
heating and cooling systems, and cleaner mobility (European Commission, 2021g).

While the stage is seemingly set for a climate-neutral Europe by 2050, no deadline exists for a
managed transition away from oil and gas. On the contrary, upcoming policies and strategies
may lead to lock-in effects, specifically from gas infrastructure. In both the latest draft of the EU
taxonomy and the latest Ten-Year Network Plan (TYNDP) for gas infrastructure and its future
development, natural gas is seen as a transition fuel, which makes it eligible for new investments
(European Commission, 2021f; Simon & Taylor, 2022). About 72% of investments in the coming
ten years are directed towards traditional gas projects in the TYNDP, which means that only 28%
are directed towards energy transition projects, including CCS and CCU projects (Astorri et al.,
2021. Moreover, the EU Hydrogen Strategy states that retrofitting existing fossil-based hydrogen
production with carbon capture will be important during a transition phase. The retrofitting
investment for half of the existing fossil plants is estimated to be EUR11 billion until 2030, which
is substantial compared to EUR24-42 billion for electrolysers during the same time period
(European Commission, 2020).

The potential lock-in effects of new oil and gas infrastructure could lead to waste of resources
if the infrastructure must be decommissioned before its technical lifetime. This would lead to
stranded assets or could prolong the phase-out of oil and gas (Taylor, 2021).
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1.6 Conclusions of Section 1

Since the signing of the United Nations Framework Convention on Climate Change in 1992, global
emissions from energy and industry have increased by 60% (IEA, 2021c). Phasing out oil and

gas production must be the next frontier in climate mitigation. However, as this global overview
has illustrated, reducing oil and gas dependency has a range of barriers which vary by region.
Alongside the challenges mentioned above, these include costs and other financial aspects of
the transition; political will and feasibility; resistance from key sectors and stakeholders (i.e.
industries, labour unions, local communities, government); lack of information and concrete
evidence; unavailability of alternative technologies and resources; and socio-economic
implications, including employment and other externalities (European Environment Agency, 2017).
Despite this, as illustrated in Section 1.3, there are first-mover countries showing greater ambition
and leadership, but many are not major oil and gas producers, hence oil and gas transitions

call for greater concerted international cooperation among producer and consumer countries
(SEl et al.,, 2020).

If countries and companies believe that the world is moving towards aligning with the Paris
Agreement, this means that oil and gas demand will decline significantly in the coming decades.
A country or company with a target for phase-out will be prepared and be more able to diversify
activities and use its capabilities to leverage itself into other industries, while a company or
country without targets will most likely chase profit in diminishing oil and gas markets.

Putting an end date on oil and gas production provides certainty to all stakeholders. It avoids
further lock-in and stranded assets, stimulates finance and innovation in low carbon technologies
and, if accompanied by a just transition policy, can help build the skills needed for the

next decade.

In a world aligned with 1.5°C target, the IEA forecasts a 13% decrease in the oil and gas workforce
by 2030 (IEA, 2021c). On the other hand, it estimates that jobs in the energy supply sector as a
whole will increase by 20% during the same time period, driven by more jobs in renewable energy
(IEA, 2021c). These jobs would not necessarily be in the same regions or require similar skills as
the ones lost (Atteridge & Strambo, 2020; Ghaleigh et al., 2021), therefore those countries that
take the lead could benefit most from a managed and orderly transition. These opportunities
include productivity and innovation improvements as a result of spillovers from low carbon
technologies to other sectors, which are around 40% higher compared to higher-carbon sectors
(World Bank, 2020a). Furthermore, first movers are more likely to benefit from economies of
scale, because climate innovation is likely to attract a critical mass of companies and countries
leading to a speedy decrease in technology costs, as new global markets emerge (Peszko et al.,
2020). An example of first mover opportunities in the new value chains is the emerging green
hydrogen economy. By utilizing competitive production capability of green hydrogen, many fossil
fuel dependent countries that are able to generate cheap renewable electricity can reduce their
export dependency, diversify their economy and become potential hubs for green industrial sites
(IRENA, 2022a).

Addressing the socio-economies barriers to reducing oil and gas dependency, and overcoming
the ambition gap between oil and gas production/consumption and climate change, can only
happen through greater policy coherence between greenhouse gas emissions targets, increased
policy support for orderly phase-out and managed reorientation, and increased policy support for
just transition initiatives.
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2. Oil and Gas Transitions project: gathering and
synthesizing evidence on opportunities and barriers
to oil and gas transitions

21 Introduction

The Oil and Gas Transitions project aims to help build constructive strategies for achieving just
transitions within the oil and gas sector that are aligned with the Paris Agreement. We will achieve
this aim by generating evidence and co-producing pathways for policy action to accelerate oil and
gas transitions in the UK, Denmark and Norway.

These three countries have committed to achieving ambitious carbon neutrality targets aligned with
limiting global temperature increase to 1.5°C above pre-industrial levels. Yet they are the three top oil
and gas producing nations in Europe, and if they are to realize their ambitions, deep transformation
of energy systems to transition out of all fossil fuels will be required. While significant progress has
been achieved in phasing out coal, the world must now turn to the oil and gas sector as the next
frontier. The UK and Norway still plan to expand oil and gas, despite the UK’s recently announced
North Sea Transition Deal (UK Government and OGUK, 2021), with only Denmark setting a date to
phase out the industry. This ambition gap between net-zero promises and climate policies on the
one hand, and oil and gas industrial strategies on the other, is the issue we seek to address.

Industry, government, and community resistance to transition is largely founded in concerns over
social and economic impacts. Thus, strategies to phase out oil and gas must also be just and
equitable. A just and orderly transition will require policy coherence between emissions targets and
policies that support economic diversification, labour market plans, skills training, social security,
and support for companies in reorienting their business models.

To respond to this complex research and policy challenge, the Oil and Gas Transitions project will
develop a better understanding of oil and gas transition scenarios for the North Sea; establish
buy-in from key stakeholders; and enable collaboration to scale up innovation and early-stage just
transition efforts.

The project is led by Climate Strategies and the Stockholm Environment Institute and implemented
jointly with the University of Edinburgh, the University of Oslo and Aalborg University. Since its
inception in 2021, the country teams launched in-depth country studies that explored, as a scoping
phase, the stakeholder, political and socio-economic landscape for an orderly and just transition in
each of the countries covered in the project.

In the following sections, this report synthesises important common opportunities and challenges
that were unpacked as part of the universities’ research. The synthesis is complemented by a just
transition analysis that uses a methodology developed by SEI and illustrated by a scorecard, which
has been verified by the in-country research partners. The aim is to illustrate the data gathered in
the country studies in a way that is accessible to stakeholders in civil society, academia, and the
public and private sector.

In Section 2.2, we look at the complex landscape of industry stakeholders in Norway, the UK and
Denmark. The complex picture underscores the need for oil and gas transition scenarios to be co-
produced by all relevant stakeholders. We also show how the country case studies assessed the role
of oil and gas in the economies of the three countries. In Section 2.3, we synthesize evidence on the
need for policy action and intervention gathered in the case studies. Section 2.4 explains the seven
principles of just transition, which provide the principal framing of the in-country case studies. We
also carry out a scoring exercise to compare how just transition policies rank against each other in
these case studies. The section closes with a synthesis of the opportunities and barriers to oil and
gas transition in the North Sea. Section 2.5 concludes and outlines the next steps of the Oil and
Gas Transitions project, which will focus on co-creating feasible oil and gas transition scenarios in
Norway, the UK and Denmark.
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Private sector

2.2. Landscape of stakeholders
This chapter summarizes the complexity and diversity of the oil and gas industry stakeholder
landscape in the North Sea to better understand the commonalities and differences across the UK,
Denmark and Norway, and to emphasize the importance of involving all relevant stakeholders while
producing feasible transition pathways. The information presented in the following tables is extracted
from the three country case studies of the Oil and Gas Transitions Project, authored by experts from
University of Edinburgh, Oslo University and Aalborg University (Ghaleigh et al., 2021; Sperling et al.,
2021; Szuleck et al., 2021). This information is complemented with desktop research.

Some estimates suggest that there are more
than 3000 companies in the UK value chain
(Dun & Bradstreet, 2020).

150 companies are directly involved in oil and
gas extraction (Statista, 2021b) and of those,
50 enterprises had an annual turnover of more
than GBP 5 million as of 2021 (Statista, 2021c).

Oil and Gas UK is the main representative
body for the UK offshore oil and gas industry.

The Danish case study identified
more than 70 companies involved
in activities in the oil and gas

value chain, from exploration and
production, refining, storage,
transport, distribution and logistical
services to core services such

as engineering.

There are six oil and gas industry
associations and clusters.

The case study found 37 oil and gas
exploration and extraction companies
active in Norway. Of those, 24 are
operators and 13 are partners in
production licences. While Norwegian
majors make up a sizeable part of the total
exploration costs, medium-size enterprises
are the most active.

The Norwegian service and supply
industry consist of more than 1100
companies along the entire value chain.

All companies that operate and have
production licences in the North Sea
are members of the industry association
Norwegian Oil and Gas, which has

116 members.

As of September 2021, Royal Dutch Shell

plc (now Shell plc) was the leading oil and
gas company listed on the London Stock
Exchange, with a total market capitalization
value of approximately GBP111.2 billion. It was
followed by TotalEnergies and BP, with values
of roughly GBP86.1 billion GBP and GBP63.8
billion, respectively (Statista, 2021d).

There are 274 active fields in the UK, with 259
of them located in the North Sea.

Nordsgfonden is Denmark’s state-
owned oil and gas exploration and
production company, and owns
20% of the Danish licences awarded
since 2005.

Nordsgfonden, TotalEnergies and
Noreco are the current partners in
the Danish Underground Consortium,
which is responsible for about 85%
and 97% of Danish oil and natural gas
production, respectively.

There are 11 active fields in Denmark.

Equinor is by far the largest operator, with
33.8% of total production in 2020.

Foreign oil and gas production accounted
for about 36% of total equity activities.

Aker and Lundin Energy Norway are the
second and third largest operators.

There are 67 active fields in the North Sea.

Even though the oil majors operating in the
UK offshore, i.e., BP and Shell, have made the
commitment to reach net zero emissions by
2050, the level of investment in renewables
and bioenergy is not close to sufficient to
achieve the goal of the Paris Agreement.

The trade association Oil & Gas UK and oil
and gas companies view themselves as a key
component of the transition.

The private sector is endeavouring to fill

the just transition void through their own
initiatives. For instance, SSE, a public energy
company working to reduce gas in its portfolio

has published its own Just Transition Strategy.

Oil and Gas UK’s Roadmap 2035, a strategy
to assist the UK’s net zero target, focuses on
workers in the industry and aims to support
130 000 jobs “across the energy spectrum”.
At the same time, Oil and Gas UK’s Workforce
& Employment Insight 2021 states that
“continued investment in oil and gas projects
is key to ensuring that this skills transfer can
take place.

Several oil and gas companies in
Denmark are successfully shifting
their business models towards

a low carbon economy and are
attempting to reinvent themselves as
energy companies.

For instance, DONG transformed its
business model from a traditional oil
and gas producer to a largely wind
power and bioenergy producer, and
changed its name to @rsted in 2017
(Orsted, 2021).

While many industry associations are
not outspoken about just transitions
and issues around re-employment of
oil and gas workers in other sectors,
the two business associations,
Business Esbjerg and Business
Region Esbjerg, have started to

map future expectations in terms of
education and workforce.

Norway’s largest oil and gas company
decided in May 2018 to change its name
from Statoil to Equinor to reflect the shift
in the strategy and business model from
a traditional oil and gas producer towards
an integrated energy company, producing
wind and solar power (Equinor, 2020a).

Equinor is expected to be a leader of
change. While at the same time the crude
oil production from Equinor’s Johan
Sverdrup field is set to grow, pushing
Norway’s crude oil production to an
estimated increase of 18% in 2025 relative
to 2020 production (Szuleck et al., 2027).

Overall, private sector actors’ rationale
for emissions reductions has focused
primarily on energy efficiency and
“cleaner” activities, not decommissioning.
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Civil society, NGOs, academia, research and think tanks

There are nearly 50 active relevant NGO,
academia and think thank actors.

There are nearly 20 active and
relevant NGOs and research and
educations centres.

There are nine prominent advocacy
groups and an umbrella network of 50
organizations.

There are four think tanks and research
organizations and several university
departments focused on relevant topics
and partly financed by the oil industry.

Civil society voices are particularly prevalent
in the just transition discourse due to lack of
coherent governmental policy.

NGOs collaborate closely with
the trade unions.

NGO campaigns focused on citizens’
initiatives and technical input and
have formed a common front on
ending licencing rounds. Their
citizens’ proposal was supported

by at least one political party, the
Alternative.

Trade unions maintain a close relationship
with environmental NGOs through joint
initiatives such as Bridge the Future, and
oil sector unions collaborate with more
“technology optimistic” organizations, like
Zero and Bellona.

Friends of the Earth Scotland and the
Scottish Trade Union Congress recently
established the Just Transition Partnership.

The Stop Cambo Oilfield campaign by 17
NGOs made this new oilfield a focal point of
political debate.* A widely supported letter
from scientists has also opposed the Cambo
project, and all new oil and gas licensing
and investment that is inconsistent with the
latest climate science.

The Danish NGO network, called the
Danish Group of 92, was influential
in the adoption of the Climate Law

in 2019 by submitting a “citizen’s
initiative” to the parliament. In

2020, another citizens’ initiative
demanded an end to Danish oil and
gas production in the North Sea.
Subsequently, the Danish Climate
Council recommended an immediate
stop to oil tendering for the
foreseeable future. This concluded
with a widespread consensus that by
2050 oil and gas exploration should
cease in the Danish North Sea.

Many NGO campaigns focus
on more ambitious climate and
decarbonization policies.

An NGO-led initiative Climate Transitions
Committee has a core task to describe

a policy to handle the consequences

of the transition.

In addition, Green Industry 21 brings
together think thanks, NGOs and trade
unions to find a common ground on the
climate movement.

kIn December 2021, Shell pulled out of the Cambo Oil Field off Shetland, on the conclusion that the economic case for investment in this project being not strong at this
time. While adding that they remain committed to supplying UK customers with the fuels they still rely on, including oil and gas (Harvey, 2021).
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Public sector and political landscape

Department for Business, Energy &
Industrial Strategy is a ministerial
department, supported by 42 agencies
and public bodies.

The Oil and Gas Authority (the industry
regulator) adopts a tripartite governance
approach between government, the
regulator and the oil and gas industry.

The Climate Change Committee
oversees the UK’s progress and regularly
advises government on how to achieve
this objective.

The Just Transition Commission advises
the Scottish Government on a zero-
carbon economy that is fair for all.

Skills Development Scotland is a
governmental body helping people
achieve career success and supporting
businesses with their goals and growth.

The Danish Council on Climate Change
is an independent body of experts

that advises on how Denmark can

most effectively and cost-effectively
undertake the transition to a low-carbon
economy by 2050.

The Danish Energy Agency’s work
involves matters relating to energy
supply and consumption, as well

as Danish efforts to reduce carbon
emissions. It also delivers critical data
about activities in the Northern Sea, e.g.
expiration dates of licenses.

The Ministry of Climate, Energy and
Utilities is responsible for national

and international efforts to prevent
climate change.

The Environmental Protection Agency is

the national authority on environmental
and nature protection in Denmark.

The Ministry of Petroleum and Energy
oversees the entire energy sector.

The Ministry of Climate and Environment
is responsible for national climate policy
and international climate negotiations
but does not have a direct influence on
the energy sector which is challenged by
civil society.

The Norwegian Petroleum Directorate
overseas the oil and gas sector.

The national transmission operator
Statnett is an increasingly important
actor because of Norway’s electrification
plans for oil and gas installations.

Norwegian Water Resources and Energy
Directorate is responsible for electric
power production.

Salience of just transitions in election
manifestos has increased across all
political parties in the 2019-21 period.

Denmark has never had a green party,
but the established parties have
attempted to integrate green dimensions
into their political action.

The transition away from oil and

gas is politically divisive. Nearly all
mainstream political parties emphasize
the significance of the oil and gas
industry and regard oil and gas phase-
out as taboo, or visualize it in a very
distant future.

The UK government has neither a just
transitions policy nor a governmental
body committed to achieving its goals.

Despite the lack of UK leadership, the
devolved governments of Scotland and
Wales are working towards establishing
legal frameworks to implement their
respective just transitions.

There was a relatively broad
consensus among political parties
during the negotiations on the North
Sea Agreement to end oil and gas
production in 2050, which is welcomed
by local actors for being in line with the
transition of the port of Esbjerg and
local businesses to renewable energy,
especially offshore wind.

Norway’s Green Party and Red Party are
the most progressive political parties,
with the Green Party demanding “a
planned, controlled restructuring away
from petroleum activities by 2035,
while at the same time safeguarding
employment, and the creation of new
jobs”. The Red Party has put forward

a plan for a “just environment policy”,
using the Sovereign Wealth Fund to
finance the transition.

Trade and labour unions

There are nine relevant trade
unions, including regional (EU) and
international bodies.

There are seven relevant
labour unions.

There are eight relevant trade unions which
have a stake in oil and gas policies.

23.5% of the workers are unionized.

Trade unions collaborate with NGOs

and industry associations. For instance,
OPITO is an industry owned entity with
representatives from industry, government,
and unions.

70% of the workforce is unionized.

Some unions participated in the
launch of the citizens’ initiatives
together with the Danish Group of
2020 on putting an end to oil and
gas production.

50% of the workforce is unionized.

The largest national trade union,
Norwegian Confederation of Trade
Unions, has close ties with the Labour
Party and other centre-left parties, and
has strong influence on climate and
petroleum policies.

The trade unions Prospect and UNISON,
and the Trades Union Congress, are at the
forefront of the just transition movement.

OPITO is leading an integrated people and
skills plan to feed into the government’s skills
plan for the sector in 2022.

Unions are in support for the
transitions away from oil and gas.

At the local level in Esbjerg, 3F Danks
Metal participates in a task force to
include as much of the existing oil and
gas workforce in the transition.

In Norway, many of the oil-industry

unions are supportive of the position on
“continued exploration” and oppose oil and
gas phase out.

Many non-oil-industry unions have so far
abstained from denouncing continued
exploration and other disputed oil and gas
policy issues.
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Role of oil and gas in the economy

Tax contribution from UK Continental
Shelf production during 2020-21 was
GBP300 million.

Oil and gas contributed to circa 1.2% of
GDP in 2018.

In 2019, earnings from the oil and gas
sectors amounted to less than 1% of the
tax revenue.

The oil and gas sector contributes around
1.5% of total GDP.

The government net cash flow from
petroleum activities is expected to
amount to NOK154 billion in 2021 - around
9% of the total budget income.

As of 2021, the oil and gas sector
represent 14% of GDP and 41% of
exports, respectively.

The UK remained a net exporter of gas
until 1997 and of oil until 2004 and has
since been a net importer of both.

Oil exports contributed to around 2.5%
of all exports in 2017, having been on a
decline since 2012.

Oil and gas are the most important export
commodities contributing to around half
of the total value of the export.

The oil and gas sector in the UK had
a total employment of 178 500 people
in 2020.

Around 0.5% of the total labour market
employment is in the oil and gas sector.

Only 1% of total employment is in the oil
and gas sectors.

Statistics Norway estimates that 140 000
people were either directly or indirectly
employed in the oil and gas sector in 2019.
However, a report by consultancy

Menon Economics puts the total at

205 000. This constitutes 5 to 6% of
national employment.

The stakeholder mapping carried out in the country studies showcases the diversity of actors
involved in the oil and gas value chain. While the industry’s size and role in the economy in the UK,
Denmark and Norway varies, the relative number, roles and transition narratives of stakeholders
share commonalities across all three countries. This is the reason why the Oil and Gas Transitions
project adopts a harmonized methodology for co-creation of scenarios, which will engage with
relevant stakeholders identified. The evidence gathered from country case studies emphasizes the
importance of inclusiveness in developing feasible just transition scenarios. The following sub-
section outlines the policy context for transitions in the North Sea region and is followed in section
2.4 by a scorecard analysis of existing transition policies of the three North Sea countries, using the
seven principles of just transition.

2.3. Evidence for policy action
Governments are central players in shaping and steering complex, socio-technical transitions. Below,
we set out the policy context for reducing the supply of oil and gas in Denmark, Norway, and the UK,
and then present the evidence for the urgency of policymakers to act and common opportunities for
action, as identified in the three case studies.

National context for policy action
The national context for reducing the domestic supply of oil and gas varies across the North Sea
region, based on the extent to which countries depend on fossil fuels and the policy landscape in
which production takes place, including ongoing efforts to reduce the industry’s emissions. Norway
has a high level of dependency, while the UK depends substantially on imports. Denmark has

relatively low dependency and is pivoting towards transition.

Norway’s oil and gas sector is a major source of national wealth and a pillar of its welfare state.
Several key indicators suggest that Norway can be considered a petrostate. Notably, the oil and
gas sector accounts for 14% of GDP, 10% of tax revenues and 41% of exports.? The transition away
from oil and gas will require not only transforming the entire Norwegian economy, but a socio-
cultural shift to create a new chapter in the Norwegian “oil fairy tale” that has brought national
pride and helped build its welfare state (Szuleck et al., 2021). Thus, the notion of an end to oil and
gas production has remained in the realm of political fiction, and opposition to it remains high.
Nevertheless, the oil and gas industry accounts for almost a third of Norway’s greenhouse gas

2 Asof 2021 (Szuleck et al.,, 2021)
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emissions, although laws that regulate these emissions mean that environmental performance is
better than the global average. For instance, CO, emissions from flaring are 8% of the global average
and 10% of those in the UK (Szuleck et al., 2021).

The UK’s oil and gas reserves are in a predictable decline, and since 2004 the country has

been a net importer of both commodities (Ghaleigh et al., 2021). At the same time, the country’s
renewables are already out-competing coal- and gas-fuelled electricity. Proponents of continued
production argue that the UK’s energy security depends on domestic extraction of oil and gas.

Yet more than 80% of the oil produced in the UK is exported for reasons of market dynamics and
process optimization, unlike gas produced in the UK, which is almost all consumed domestically.?
Nevertheless, to ensure security of energy supply, tax revenues and jobs, since 2016 the UK’s oil
and gas regulator (formerly Oil & Gas Authority - OGA; now North Sea Transition Authority) has
pursued a strategy of “maximum economic recovery” (MER) from its continental shelf.* In 2020, the
OGA'’s strategy was revised to consider national net-zero commitments alongside MER. This has
created an unresolved contradiction between the obligation to secure maximum economic value
from recoverable petroleum while also contributing to net-zero emissions. More recently, as COP26
President, the UK’s role as a fossil fuel producer came into the spotlight because it neither took a
leadership role on ending subsidies for fossil fuels nor a decision to end future North Sea licensing
rounds. On the contrary, the UK’s energy minister met with oil companies to reassure them of
continued production in the North Sea (Godsen, 2022).

Meanwhile Denmark — despite being almost entirely dependent on imported fossil fuels in the 1970s
- is en route to becoming a world leader in renewable energy and energy efficiency. Historically,
Denmark’s energy policy pursued security of supply through a two-pronged approach by expanding
renewable energy and efficient generation while exploiting Danish North Sea oil and gas resources
(Sperling et al.,, 2021). The “green” element of Denmark’s energy policy evolved into a strategy to
achieve 100% renewable energy in electricity and heating by 2035, which in 2011 made Denmark the
first country in the world with such a commitment (Sperling et al., 2021). In 2019, the development
of a 70% CO, emission reduction target by 2030 (compared to 1990 levels), with broad support in
society, further cemented the direction of change and the drive to phase out fossil fuels (Sperling

et al., 2021). Naturally, this created an irreconcilable tension between the two prongs of Denmark’s
historical energy policy. Compared to the UK and Norway, present-day Denmark lacks a strong
national or even regional “oil and gas identity”. This set the conditions for the 2020 North Sea
Agreement, which made Denmark the world’s largest oil and gas producer to have set an end date
on production by 2050 (Sperling et al., 2021.

Need for regulatory reform

The Danish decision to set an end date on production demonstrates to other producers, particularly
those in the North Sea, that taking such a decision is possible. What steps enabled the Danish
government to announce an end date? Examining this question can help to sketch a pathway that
other large producers can emulate.

A significant first step towards the decision to phase out oil and gas production was the delay of
the eighth round of tenders for the exploration of North Sea fields in October 2019. The delay was
accompanied by an economic assessment of cancelling the eighth tendering round and ending

oil and gas production, which concluded that there would be relatively low economic gains from
continued exploration in the North Sea after 2050 (Sperling et al., 2021). Importantly, the negative
political signals on future exploration and the uncertainty created by the delay in the tendering
round resulted in dwindling interest from oil companies, effectively cancelling market interest in the
tendering round (Sperling et al., 2021.

3 For further details see Department for Business, Energy & Industrial Strategy, 2021b, 2021a
4 Department of Energy & Climate Change & Oil and Gas Authority, 2016
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Despite the differences in national contexts, the Norway and UK case studies also identify common
policy levers for directly reducing the production of oil and gas. These include reforms to the
licensing regimes for the exploration and extraction of oil and gas and reforms to fiscal incentives
for maintaining production levels.

Following Denmark’s approach, a logical starting point for addressing the supply of oil and gas is
reform of the licensing regime that governs and regulates exploration and extraction, which is a
choice that is open to governments in Norway and the UK. Broadly, the options available range from
continuing to issue new licences, to restricting or halting the issue of new licences, to halting the
issue of new licences and revising existing licenses. Figure 8 outlines Denmark, Norway and the UK’s
progress to date on licensing reform.

In Norway, support for these options varies across the political spectrum and the way forward

is likely to become an especially contentious policy area following the 2021 Norwegian general
election (Szuleck et al., 2021). The prevalence of “awards in predefined areas” - i.e. concessions for
exploration in well-explored and developed areas - has led to an increase in oil and gas activities
and thus received criticism from NGOs because of its environmental impacts. Although since 2020 it
has been possible to place terms and restrictions on these types of concessions, frustration remains
among environmental groups because existing licences are inflexible in terms of considering new
information and opportunities to withdraw licences (Szuleck et al., 2021). As for the UK, the case for
reform of the licensing regime arises from the tensions between the policy of maximum economic
recovery and the 2021 North Sea Transition Deal’s commitment on the oil and gas industry’s
contribution to the national net-zero target (UK Government and OGUK, 2021). In March 2021, the
government announced the introduction of Climate Compatibility Checkpoints ahead of future
licensing rounds to align exploration and extraction with national climate targets (Department for
Business, Energy & Industrial Strategy, 2021c).

Although there are possibilities to reform licensing regimes in Norway and the UK, the feasibility

of such reform remains a pertinent question. In 2020, an economic assessment by the Norwegian
statistics agency estimated that strategies to phase out production using licensing reforms would
reduce GDP by 1-1.5% in 2050 compared to the business-as-usual trajectory (Szuleck et al., 2027).
On the other hand, the knock-on effects are estimated to reverberate beyond regions directly
dependent on employment in the industry, to include most sectors of the economy, with implications
for taxation and the provision of public welfare. Although reform of the licensing regime remains a
live political debate in Norway, a report produced under the former government suggested that new
licences should continue to be granted given the oil and gas reserves available (Szuleck et al., 2021).
The present Labour-Centre coalition government has not indicated that it will pursue changes to
the licensing policy (Szuleck et al., 2021. The potential for reform is also complicated by the conflict
of interest arising from the Ministry of Petroleum and Energy being both the owner and regulator of
Equinor, despite parliamentary calls to address this conflict (Szuleck et al., 2021.

At the time the UK case study was carried out, few details were available on reform to the licensing
regime via the proposed climate compatibility checkpoints. The UK Government has since
launched a public consultation, which hints at the potential focus of the checkpoints (Department
for Business, Energy & Industrial Strategy, 2021c). Importantly, the proposed checkpoints will only
apply to new licences, because existing licences are deemed to be adequately covered by existing
regulation and net-zero considerations. As a result, these reforms will not tackle the existing
contradictions between net-zero and the MER obligations set out in the revised OGA strategy, as
highlighted by the UK case study (Ghaleigh et al., 2021), and continue to leave room for litigation. In
Norway, it is also a challenge to address existing licences, because although political interventions
to phase out existing operations are legally possible, they would be a matter of national controversy.
It would be more tenable to intervene where licences have been awarded but operations have not
begun, yet doing so might trigger legal disputes and the need for compensation (Szuleck et al.,
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Figure 8. Steps towards licensing reform and progress among North Sea producers
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2021. Even in Denmark, where a phase out has already been announced, the compensation that
would be needed to bring forward the date of phase out has been deemed too costly, given the
duration of existing licences (Sperling et al., 2021).

In terms of fiscal incentives, a Norwegian reimbursement scheme introduced in 2005 allows
exploration companies to choose between getting an immediate refund of the tax value of
exploration costs or carrying forward the losses, and related interests, to a year when the
company has taxable income (Szuleck et al., 2021). The reimbursements paid out between 2005
and 2019 amounted to just 3.57% of the tax revenue generated by the industry. Meanwhile, the
UK has one of the world’s most advantageous tax regimes for oil and gas: the overall tax rate
for extractive companies has fallen from 83% in 1993 to 40% in 2016 (Ghaleigh et al., 2021. In
addition, in 2015-16 and 2016-17 the UK paid more to the oil and gas industry than it received in
tax revenues from the industry (Ghaleigh et al., 2021).

In both Norway and the UK, fiscal incentives to spur further exploration and investment were
introduced at times when activity on the continental shelf was in decline. These fiscal incentives
have served their intended purpose to stimulate investments, especially among small- and
medium-sized enterprises, and recent years have seen calls for reform. Norwegian NGO Bellona
argues that Norway’s reimbursement scheme continues to represent a risk borne by taxpayers
on behalf of exploration companies since there is no guarantee that these companies will turn a
net profit (Hauge, 2017). Norwegian NGOs therefore call for reform to transfer more financial risk
to exploration companies (Szuleck et al., 2021). In the UK, the tax breaks afforded to the industry
have already been subject to judicial review, albeit unsuccessfully.®

5  For a case summary see: Grantham Research Institute on Climate Change and the Environment, 2021; recent update from
claimants: Paid to Pollute, 2021
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Facilitating transition through dialogue

As well as demonstrating that it is possible to phase out oil and gas, the Danish case study
highlights the role of dialogue and consultation among stakeholders as fundamental to
overcoming resistance towards the phase out of oil and gas. The path towards Denmark’s 2020
North Sea Agreement, which gained buy-in from industry and civil society during a period

of right-wing government, was paved with stakeholder dialogue and can serve as a model to
emulate. Firstly, the development of Denmark’s Climate Law (2019) and its emission reduction
targets involved public, civil society and industry participation and support (Sperling et al., 2021.
Secondly, the Danish government sought independent advice from the Danish Climate Council
before embarking on discussions and negotiations with political parties to reach consensus

on the future of licensing rounds (Sperling et al., 2021). Lastly, the negotiations on the North

Sea Agreement were also based on Denmark’s tradition of consensus and inclusivity among
government and non-government actors on major, long-term decisions (Sperling et al., 2021). The
result was widespread buy-in among key stakeholders, who were given the opportunity to closely
cooperate on reaching the final decision to phase out oil and gas.

Both the Norway and the UK case studies acknowledge that although policymakers have the
power to set the direction of transition in the short- to mid-term, no single group has the leverage
to steer the transition. There are already some positive signs of collaboration in Norway, with

the establishment of cross-sector stakeholder platforms. For instance, Konkraft brings together
trade unions and industry associations, while the Climate Transition Committee consists of civil
society, climate-minded politicians, local government, and experts (Szuleck et al., 2021). Given the
complexity of the transition, the Norwegian study cautions against simplistic categorizations of
stakeholder groups and their views.

On the other hand, the development of the UK’s 2021 North Sea Transition Deal has been
criticized for its narrow reflection of stakeholder contributions. The Deal accepted wholesale

the submission by the industry body OGUK, while failing to align with the UK Climate Change
Committee’s assessment of the emission reductions required from industry by 2030 to achieve
the UK-wide net-zero commitment (Ghaleigh et al., 2021). Similar criticism has been levelled at the
UK oil and gas regulator’s close collaboration with industry - ahead of the public consultation -
on climate compatibility checkpoints for future licencing rounds (Barnett, 2021). Lastly, despite
the UK government expressing a commitment to improve inter-governmental relations, calls

for an inter-governmental discussion on achieving net-zero against the backdrop of further
development of oil fields went unheeded (Ghaleigh et al., 20271).

Addressing carbon leakage through international cooperation

In theory, unilateral policy action to restrict the production of fossil fuels with the aim of curbing
carbon emissions may result in “carbon leakage”. This term refers to the displacement of carbon
emissions from jurisdictions with stringent climate policies to those with less stringent policies.
However, empirical evidence suggests that climate policies such as carbon pricing do not lead to
carbon leakage (Felbermayr & Peterson, 2020).

Proponents of maintaining business-as-usual levels of oil and gas production also argue that a
unilateral phase out of oil and gas would, instead of leading to lower global emissions, bring about
a “green paradox”, whereby the announcement of a phase-out date accelerates production and
any reduction in supply is fulfilled by other producers, with the outcome being a net increase in
global emissions (Szuleck et al., 2021). When applied to the North Sea region, one of the main
premises of the green paradox argument is that North Sea oil and gas have the lowest emissions
per barrel produced compared to other oil producing regions. However, this claim is being
challenged by some Gulf producers (Szuleck et al., 2021. And in any case, the main concern

over carbon emissions from oil and gas is not the carbon intensity of production but rather its
consumption and combustion.
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Although the theories of carbon leakage and the green paradox are strongly contested in
academia, the arguments still hold weight in political debate. During Norway’s 2021 general
election both arguments were put forward by the right-wing political parties as evidence against
decarbonization goals (Szuleck et al., 2021. Similarly, those in favour of continued oil and gas
production in the UK, such as the industry body OGUK, argue that a reduction in domestic
production will result in increased imports from countries with lower environmental standards
(Ghaleigh et al., 2021). The persistence of such arguments in political debates highlights the
need to address the risk of carbon leakage and the green paradox and provide a net reduction in
global emissions.

One solution is a concerted global effort by oil and gas producers to reduce supply. In Norway
during the 2021 general election campaign, left-wing political parties and leading economists
called for the establishment of an international forum for negotiating supply reduction among
major producing countries (Szuleck et al., 2021). The Beyond Oil and Gas Alliance (BOGA),
though it currently lacks major producers, is one such forum that is serving as a role model

for international cooperation on reducing supply (BOGA, n.d.). As discussed in Section 1.3 of
this report, the alliance brings together governments committed to setting an end date for oil
and gas exploration and extraction, in an effort to align with the goals of the Paris Agreement.
Although BOGA is encouraging other producers to take their lead, it is too early to tell whether it
can make a compelling case for major producers to join and build momentum behind concerted
supply reduction.

Policy mechanisms for a just transition

Previous transitions in North Sea countries provide sobering lessons on the political costs of
unmanaged transitions. These are particularly stark in the UK, where the deprivation left by
unmanaged transitions in the steel, shipbuilding and coalmining industries is still being felt
(Ghaleigh et al., 2021). The Norwegian and Danish case studies also warn of the political costs
of unmanaged transition. The country case studies also outline overarching policy mechanisms
for enabling a just transition away from oil and gas. These range from established and dedicated
just transition mechanisms in the cases of Denmark and the UK, to existing arrangements which
could be tailored to deliver elements of a just transition, as is the case in Norway. These policy
mechanisms are cited across the case studies as vital for addressing the negative impacts of
supply reduction.

With regard to established mechanisms, both Denmark and the UK have strategies and funds
available that support a just transition. Denmark’s 2020 North Sea Agreement has secured
stable operating conditions for the oil and gas industry until 2050, which has been welcomed
by local actors (Sperling et al., 2021). In addition, the Agreement allocates DKK 90 million

for the transformation of Esbjerg harbour to support offshore wind power, consolidating

the Esbjerg region’s transformation from the country’s oil and gas hub to a renewables hub
(Sperling et al., 2021). There is concern, however, that the funds allocated for the transformation
of the harbour will not be enough, leaving local government to foot half of the remaining bill
(Sperling et al., 202D.

In the UK, the 2021 North Sea Transition Deal outlines the building blocks for achieving net zero
in the oil and gas industry by 2050, and sets aside GBP 16 billion for technologies to decarbonize
the UK continental shelf, relying heavily on market solutions (Ghaleigh et al., 2021). However, it
defends the continued production of domestic oil and gas using familiar arguments, including
energy security, cost of abatement, and carbon leakage (UK Government and OGUK, 2021.

In addition, the Deal falls short of providing support for reskilling workers, leaving it to an
independent skills provider jointly owned by government, industry, and trade unions (Ghaleigh
et al., 2021). Despite other relevant policies announced between 2020 and 2021, such as the
Levelling Up Fund and the Lifetime Skills Guarantee, the opportunity to align them with the jobs
and employment aspects of the Deal was missed. Furthermore, even though the UK’s devolved
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administrations are focusing on the question of a just transition, the existing constitutional
settlement impedes mechanisms to provide for it. Stronger cooperation between the UK’s central
government and Scotland’s government is urgently needed to deliver policies that are coherent
across devolved and reserved competences (Ghaleigh et al., 2027D. If the UK’s “maximum
economic recovery” policy prevails and action remains uncoordinated, the efforts described
above will be insufficient and fall short of supporting workers and communities in achieving a just

transition (Ghaleigh et al., 20271).

In Norway’s case, a dedicated mechanism to support a just transition is not yet in place. However,
Norway’s Sovereign Wealth Fund (“the Qil Fund”, as it’s commonly referred to in Norway) has
characteristics which make it suitable for supporting a just transition. Firstly, the Fund is a
financial and political instrument which can be drawn on to a limited degree in times of economic
downturn, such as the economic contraction forecast in the phase-out scenarios outlined in the
Norwegian case study (Szuleck et al., 2021). Secondly, its objective to ensure that the wealth
accrued from oil and gas extraction “benefits both current and future generations” (Szuleck et
al., 2021) aligns with the need to distribute wealth fairly to those born after oil and gas production
ceases. Because the Fund is overseen by the Norwegian Parliament, political momentum behind
leveraging the Fund to support just transition measures is required. While there is a broader
debate on the risks of an unmanaged transition driven by parties of the left and centre (Szuleck
et al,, 2021, the most candid proposal for leveraging the Oil Fund to finance a just transition

has come from the Red Party, which called for strategic investments into industrial and green
infrastructure to create new jobs (Szuleck et al., 2021). The extent to which such an approach is
adopted by the centre-left coalition minority government currently in place remains to be seen.

Having explored the evidence for policy action and overarching policy mechanisms at the
disposal of governments to usher in just transitions, the next chapter takes a deeper look at the
status of just transitions across the three country case studies.

2.4 Just transition

In this chapter we evaluate the three North Sea countries in terms of the seven principles of a
just transition (Figure 9). The chapter aims to better understand the ongoing transformation
trajectories and plans of the oil and gas sector in each country.

What is a just transition?

A just and managed transition away from oil and gas can accelerate the process of
decarbonization and increase socio-economic opportunities associated with the change to a low-
carbon economy. However, the opportunities and the costs of transition will not be distributed
evenly among people and nations. Poorly designed implementation plans could negatively impact
vulnerable groups and deepen inequalities. A managed and orderly just transition strategy should
be designed inclusively and consider the concerns of a wide range of actors who are likely to be
directly and indirectly impacted by the transformation. Stakeholders directly affected include

oil and gas workers at platforms, while indirectly affected stakeholders could include those
employed in services such as schools, retail or leisure in communities that rely on oil and gas
workers’ spending or taxes. Even though a just transition requires deliberate policies and plans

to be put in place, this should not be an argument to delay transition. Delayed transition means
accelerated climate change, which would affect vulnerable groups the most.
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The concept of a just transition is not a new one. It has been enshrined within the UNFCCC
framework and there is a large amount of literature on how the concept could be realized through
policy design (Jenkins et al., 2016; Sovacool et al., 2016). The concept encapsulates a whole range
of issues around matters of fairness and the field is constantly evolving.? Through a robust review
of the literature, Atteridge and Strambo (2020), laid out seven principles of a just transition, which
are summarized in Figure 9.

Figure 9. The seven principles of a just transition (Atteridge and Strambo, 2020)
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Scorecard on a just transition

The three North Sea oil and gas producing countries have different approaches to a just
transition. In this section, we evaluate their current oil and gas policies and decarbonization
strategies using the seven principles of the just transition as a benchmark and a framework for
evaluation. We have added a set of detailed criteria to each principle, which are explained in
Annex A. Figure 10 shows a summary of the results.

The main government documents evaluated in this chapter are the UK’s 2021 North Sea
Transition Deal (UK Government and OGUK, 2021) and Denmark’s 2020 North Sea Agreement
(Nordsgaftale) (KEFM, 2020). However, other official documents, plans and policies are also
evaluated to create a more complete picture, especially for Norway, which has no single document
on the transition in terms of oil and gas production. In this evaluation the UK refers to the UK
Government, and Scotland is included in the scorecard on the principles where it has devolved
powers. Scotland is included on its own since it is an important oil and gas nation in the UK and
has powers over some areas of government relevant for managing a just transition.

6  For further detail see Flynn, 2018, and Mertins-Kirkwood & Deshpande, 2019.
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We have developed a traffic light system for evaluating the respective just transition policies

of Denmark, Norway, the UK and Scotland, presented in a scorecard shown in Figure 10. We
have evaluated individual policies separately according to each of the seven principles, but also
provided overall scores for each country. Scotland is the only country that receives a green
traffic light when summarizing all of the seven just transition principles. The country provides
support for workers and communities and has the most ambitious greenhouse gas emissions
reduction target. While Denmark, Norway and the UK all receive an amber traffic light, there is
still a significant gap between Denmark, which scores the highest among the three, Norway, and
the UK, which is close to receiving a red light. Denmark scores higher because of its decisive
decarbonization targets, policies to end new licences for oil and gas production, and more
targeted investments in the country’s oil and gas region, Esbjerg. However, all countries, except
Scotland, score poorly on support for regions, workers, their families, and communities, as well
as on transparency in planning processes. In general, the countries scored highest in terms

of decarbonization targets, while receiving low scores on specific parameters evaluating the
inclusiveness of policies and plans. Below, we present our evaluation under each principle.

Figure 10 . A scorecard for evaluating government plans and policies in the UK, Scotland, Norway and
Denmark against the seven principles for a just transition.
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Principle 1: Actively encourage decarbonization

This principle denotes that just transition requires efforts to swiftly reduce emissions to achieve
globally agreed climate goals. Below, we evaluate the climate targets and future oil and gas
production plans of the three North Sea countries.

When we look at emission reductions at the national level, Scotland is the forerunner with a net-zero
target by 2045 and a target to reduce emissions by 75% by 2030 (Scottish Government, 2020).
Scotland is followed by Denmark, which aims to reduce emissions by 70% by 2030.” The UK is not far
behind with a goal of at least 68% by 2030 and 78% reductions by 2035 (Climate Change Committee,
2021). Both Denmark and the UK have net-zero emission targets by 2050. On the contrary, Norway
has an emission reduction target of 50% until 2030 and no net-zero target (Climate Action Tracker,
2021. On the Norwegian government platform, the intention is expressed as improving the
intermediate target to 55% and a net-zero target by 2050, but this is still not the officially agreed
climate target (Regjeringen, 2021). This renders Norway a low score for this principle.

Table 3. Greenhouse gas emission reduction targets for Scotland, the UK, Denmark and Norway.
Base-year: 1990.

Scotland 75% 2045
United Kingdom 70% 2050
Denmark 68% 2050
Norway 55% No net-zero target

In terms of specific targets for emission reductions within oil and gas, Denmark’s phase-out of

oil and gas by 2050 stands out. Denmark receives the highest score for this target (criterion 1.2).
However, Denmark has a low reliance on oil and gas income, and there has been discussion within
the country of setting an earlier phase out date, by 2040. (Sperling et al.,, 2021). Norway has a target
of halving the sector’s emissions by 2030 (scope 3 emissions not included) through increased
electrification and a doubling of the CO2 tax during this period (Finansdepartementet, 2020).
There are also strict regulations on flaring, which means that flaring is only at 10% of that on the
British continental shelf (Klima- og miljgdepartementet, 2021). In the UK, the industry is committed
to halving emissions by 2030 and reducing them by 90% by 2040, compared to a 2018 baseline
(although it is unclear if scope 3 emissions are included in these targets). The aim is that it will

be reached by early-stage funding from the government and investment from the industry (UK
Government and OGUK, 2021). Licensing and operation of oil and gas platforms is governed by the
central UK Government, which means Scotland does not have devolved powers in these matters.
Thus, it does not receive a score on this criterion. In Denmark the potential for electrifying the rate
of energy inputs of oil and gas operations is considered to be about 40-70% by 2030, however this
is not an explicit target for the sector (Dansk Energi, 2020). In Denmark’s North Sea Agreement
there are funds available for an analysis of the potential to electrify oil and gas operations to be
carried out during 2021, which will underpin concrete policies (KEFM, 2020).

Table 4. Score on the first principle of a just transition (“Actively encourage decarbonization”).

Principle 1: Actively encourage
decarbonization

Criterion 1.1: Targets for reducing 3 3 1 3
greenhouse gas emissions

Criterion 1.2: Targets for decreasing oil | 2 Not applicable | 1 3
and gas production
Criterion 1.3: Targets for decreasing oil | 3 Not applicable | 3 2

and gas operational emissions

Note: The criteria are weighted to better reflect their importance in terms of climate change impact: criterion 1.1 is
weighted at 40%, 1.2 at 40% and 1.3 at 20%.

7  Compared to the levels in 1990 for all of the countries.
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Principle 2: Avoid the creation of carbon lock-in and more “losers” in these sectors
This principle calls for ensuring that no new investments in fossil fuels are approved if they
undermine the transition. New investments in fossil fuels can create carbon lock-in, delay
transitions, and amplify the negative consequences of unmanaged transitions (Atteridge &
Strambo, 2020). Below, we focus on policies and strategies in the UK, Norway and Denmark that
risk creating carbon lock-in.

Despite the changes in the political debate in Norway and stricter climate change regulations in
the UK both countries have recently issued new licensing rounds for exploration: as late as June
2021 in Norway, including concessions on the Barents Sea (Andersen, 2021), and in September
2020 in the UK, which resulted in the approval of 113 exploration licences for 65 companies (Qil
and Gas Authority, 2021). The new licenses could potentially lock-in the production of oil and gas
into the 2040s and 2050s. However, in the UK the climate compatibility checkpoints announced
alongside the North Sea Transition Deal have the potential to decrease future licensing, but it’s
still unclear to what extent this policy will achieve that, as public consultation on the document
is ongoing (Ghaleigh et al., 2021). The new government in Norway has also postponed the 26th
ordinary licensing round, which will be announced in 2022. In Denmark, all future licensing rounds
were cancelled in 2020 alongside the decision to end oil and gas exploration in the Danish North
Sea by 2050 (KEFM, 2020).

As mentioned in Section 2.3, both the UK and Norway have favourable tax regimes and regulatory
regimes for maximizing oil and gas investments. The UK has one of the most advantageous

oil and gas tax regimes in the world and is therefore an attractive region for new investments.
The tax regime, together with a policy which places an obligation on licence holders to take
steps to secure the maximum value of economically recoverable petroleum - the maximising
economic recovery (MER) strategy - creates favourable terms for production from both large
and small fields (2 Degrees Investing, 2021). In Norway, there is a reimbursement scheme which
moves some of the risk of exploration from companies to the government. The scheme allows
companies exploring for oil and gas to choose between getting an immediate refund of the tax
value of exploration costs or carrying forward the losses, and related interests, to a year when
the company has taxable income. At the beginning of the Covid-19 pandemic, favourable terms
to sustain oil and gas activities were also implemented through changes in the tax regulation
(Lorentzen, 2020, p. 24).

Licensing and operation of oil and gas platforms is governed by the UK Government, which
means Scotland does not have devolved powers in these matters. Thus, Scotland does not
receive any score here.

Table 5. Score on the second principle of a just transition (“Avoid the creation of carbon lock-in and more
losers in these sectors”).

Principle 2: Avoid the creation Scotland
of carbon lock-in and more

“losers” in these sectors

Criterion 2.1: Actively decreasing
licensing of new oil and gas fields

Not applicable |1 3

Criterion 2.2: Actively discouraging | 2 Not applicable | 1 3
investments in oil and gas through
legislation and tax regimes

Criterion 1.3: Targets for decreasing | 3 Not applicable | 3 2
oil and gas operational emissions

Note: The criteria are weighted to better reflect their importance in terms of climate change impact: criterion 2.1is
weighted at 40%, 2.2 at 40% and 2.3 at 20%.
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Principle 3: Support affected regions

This principle calls for support for the transition of regions heavily invested in fossil fuels today,
to help secure future economic vitality and stability. In this section, we evaluate the government
support the oil and gas regions are receiving to facilitate a just transition.

In Denmark, the main oil and gas region is Esbjerg, and is the region most affected by the decision
to put an end to oil production in 2050. There are government funds allocated to support the
transformation of the Esbjerg Harbour into an offshore wind power hub by 2025, and even more
support for R&D for CCS/CCU in abandoned oil and gas fields in the area in 2021 and 2022
(KEFM, 2020). However, it is not possible to say if the investments are sufficient to ensure a just
transition of the entire economy of Esbjerg away from oil and gas, because there is no analysis of
how these investments will affect the regional economy.

In UK, on the other hand, there is more than one oil and gas region, with major differences
between them. For example, in the north-east of England, which has a high concentration of oil
and gas workers, there are a multitude of industries other than oil and gas (e.g. heavy industries)
and a growth in renewables, while Aberdeen, for example, has a less diverse regional economy
and is therefore more vulnerable to negative impacts from the transition. In terms of investments,
the UK government has announced a number of plans and programmes to boost renewable
energy, CCS, and hydrogen production. However, some of these projects are in regions that are
today heavily invested in oil and gas, while it is unclear what investments other affected regions
will receive. This means there is a need for further localized planning and regional investment
(Ghaleigh et al., 2021.

In 2020, the Scottish Government announced that it would support companies to invest and
diversify away from oil and gas to CCS, hydrogen and renewables through the Energy Transition
Fund (Scottish Government, 2021b). Projects located in regions with a high dependence on oil and
gas (e.g. north-east Scotland) are among those that will be supported. Scotland has also created
a Scottish Just Transition Commission, advising a ministerial-level arm of the government that
reports annually to the Scottish Parliament. In this context there is potential for communities and
local government to bid for tens of millions of pounds of Scottish government support (Scottish
Government, 2021c).

In Norway, the lack of a vision and ambition for the transition from oil and gas leads to a lack of
regional vision for social and economic development. Even though there are investments in wind
power, CCS and hydrogen, there are no plans for how to support affected regions. This could be
about to change, however, as the new government has recently stated that a commission for a
just transition will be created (Regjeringen, 20271).

Table 6. Score on the third principle of a just transition (“Support affected regions”).

Principle 3: Support affected Denmark
regions
Criterion 3.1: Investments in regional | 1 3 1 2

economies away from oil and gas
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Principle 4: Support workers, their families and the wider community affected by

closures or downscaling

This principle is at the core of a just transition and requires policies to provide assistance to those
working directly or indirectly in the oil and gas industry to find new jobs or offer opportunities
through reskilling, education and unemployment benefits.

The number of oil and gas workers is declining in all three countries, and workers are already
feeling vulnerable because of market fluctuations. Each country is pursuing different means to
support workers in this transition. The existing unemployment benefits and support with job
search in the North Sea countries will most likely be able to reduce some impacts on vulnerable
groups. However, the scale of a just transition requires more targeted policies, especially in
Norway and UK, which have a higher socio-economic dependence on oil and gas than Denmark.

Apart from the general social safety net in Denmark, there are no specific plans on how to reskill,
upskill, and fill educational gaps for oil and gas workers. Furthermore, the need to provide jobs of
a similar level in terms of salary, benefits and working conditions does not feature in Denmark’s
policies. This is to a large extent also true for Norway. However, in Norway future needs for

skills to support the “green transition” is one of three focus areas within an oil and gas upskilling
programme funded by the government (Kompetanse Norge, 2020) - the fund, however, is quite
limited. Denmark is not as reliant on oil and gas as Norway, and has a more diversified economy,
which means that the need for targeted support from government is lower. Its North Sea
Agreement specifically mentions the Esbjerg area and focuses on keeping oil and gas workers
employed in large-scale projects, such as supporting CCS/CCU. The Agreement also refers to a
“just transition for people in exposed business sectors”, albeit without specific plans on how to
avoid leaving workers behind (KEFM, 2020). Such plans, though, might be in the pipeline, and in
the Oil and Gas Transitions project we will endeavour to assess new policies within the timeline of
the project. We will also provide policy recommendations on designing implementation plans so
that they are inclusive. In Section 2.5 we further explain our approach to achieving this objective.

The UK is focusing on the needs of industry in terms of future workforce and competences, and
little attention is being paid to support needed by workers, families and communities. This could
in part be because the industry itself has a more prominent role in the transition of the workforce.
An industry owned entity (OPITO), which includes representatives from industry, government,
and unions, is set to handle the skills policies. This will result in an Integrated People and Skills
Plan, which will be part of the government’s skills plan for the sector in 2022 (UK Government and
OGUK, 2021. So far, the North Sea Transition Deal does not set out commitments for oil and gas
companies to support their workers in terms of retraining, reskilling, or other compensation or
support schemes, and does not give sufficient attention to the quality of new roles, including in
terms of salary, benefits and working conditions (Ghaleigh et al., 2027).

Scotland, on the other hand, is the forerunner in terms of supporting oil and gas workers
compared to the rest of the UK and Denmark and Norway. The country operates the National
Transition Training Fund, showcasing opportunities for collaboration or knowledge exchange,
particularly given the diffuse nature of the oil and gas workforce (Scottish Government,

2021b). However, the fund is still small scale and does not only focus on the oil and gas sector
(Scottish Government, 2021e). Scotland has also built just transition principles directly into its
Climate Change Act (Scottish Government, 2021b). The Scottish Climate Change Plan has to
demonstrate how the policies in the plan are expected to affect certain sectors of employment
and the economy and propose policies for supporting the affected workforce and communities.
The first annual monitoring report of the Climate Change Plan was published in 2021, and all
chapters start with reference to a just transition, however, at this point, it merely states that the
indicators to evaluate the impact on the workforce, employers and communities will be developed
later on (Scottish Government, 2021a). The need for new jobs to be of a similar quality and
associated issues are also explained in depth in the recent report by the Scottish Just Transition
Commission, which provides guidance to the Scottish Government (Scottish Government, 2021c).
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Table 7. Score on the fourth principle of a just transition (“Support workers, their families and the wider
community affected by closures or downscaling”).

Principle 4: Support workers,
their families and the wider
community affected by
closures or downscaling

Scotland Norway Denmark

Criterion 4.1: Plans for upskilling, 1 2 2 2
reskilling and education gaps at

regional level

Criterion 4.2: Quality of new jobs 1 3 1 2
Criterion 4.3: Support for job search | 2 2 2 2
and social safety net

Principle 5: Clean up environmental damage and ensure that related costs are not

transferred from the private to the public sector

This principle is particularly important for the oil and gas sector as there are numerous examples
of accidents in the industry causing massive environmental damage. It is therefore crucial that
decommissioning plans and funds for cleaning up environmental damage are in place to ensure a
just transition from oil and gas, to avoid these burdens being shifted to the public sector.

In Denmark, platform operators are only granted a licence when they can demonstrate specific
plans for decommissioning that ensure funds available to carry it out (Retsinformation, 2019).
There are similar regulations in Norway: plans for development and operations must be in place
before receiving a license, and information is required on how decommissioning will be carried
out and who will be responsible for it, and it must be clear who is financially responsible for
decommissioning in the event that a license is transferred, which includes former license owners
having a secondary liability in case of the current owner defaulting on its decommissioning
obligation (Lovdata, 1996). The UK also has similar decommissioning liability regulations in place
(Stockley, 2020).

Other kinds of environmental damage (e.g. oil spills during operations) are not included in
this evaluation.

Table 8. Score on the fifth principle of a just transition (“Clean up environmental damage and ensure that
related costs are not transferred from the private to the public sector”).

Principle 5: Clean up Scotland
environmental damage and
ensure that related costs
are not transferred from the
private to the public sector

Criterion 5.1: Specific policies for 3 Not applicable | 3 3
ensuring polluters pays principle

when decommissioning oil and

gas infrastructure
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Principle 6: Address existing economic and social inequalities

This principle refers to the need to include a social equity perspective in policies related
to the transition. In order to ensure a just transition, social equity must be at the heart of
policy design and made an explicit goal in creating and evaluating support mechanisms

(Atteridge & Strambo, 2020).

Norway, Denmark, Scotland, and the UK are to varying degrees addressing existing economic
and social inequalities on a general level through taxes, unemployment benefits, labour laws and
free higher education. These are especially strong in Norway and Denmark. However, government
support to diversify regional economies towards renewable energy, CCS and hydrogen
production have not extensively considered existing economic and social inequalities. This is
not addressed at all in the North Sea Deal in Denmark. In the UK North Sea Transition Deal the
industry acknowledges the problem of a lack of diversity and in 2021 began an analysis to better
understand the workforce’s current composition in terms of gender, ethnicity, age, disability, and
sexuality. This will result in a list of recommendations to help improve diversity, and throughout
the decade there will be follow-ups on progress (UK Government and OGUK, 2021). However,
there are no specific measures on how to address the inequalities. In Scotland, while the Just
Transition Commission acknowledges the need to address existing inequalities, including gender
and racial inequalities (Scottish Government, 2021c), these are not yet included as indicators for
the Scottish Climate Change Plan.

When it comes to gender, there is a huge gap in the oil and gas industry. In Norway around 80% of
the oil and gas workforce are men; in the UK, around 75%. Furthermore, there is no trend toward
and increased share of women in the sector (Szuleck et al.,, 2021). This disparity is even more
significant when it comes to offshore workers: in the UK, 96% of offshore workers are male (Oil
and Gas UK, 2021). There is consequently a risk that policies and plans in support of oil and gas
workers transfer this gender gap to, for example, the renewable energy industry. Another risk

is that a significant amount of government support is specifically targeted to help, mostly, men
transfer from well-paid jobs into other well-paid jobs, while women working in jobs indirectly
linked to the industry are left out. Issues such as these, about who will benefit from support
programmes, are not covered in the government policies we assessed.

Furthermore, questions around “social dumping” have not been assessed in much depth in the
country case studies but could pose a significant risk for a just transition. Inequalities in labour
conditions already exist in the oil and gas industry, as companies avoid the stricter labour regimes
in the North Sea countries. This is especially the case in shipping and for multipurpose vessels
registered under a foreign flag, where many workers fall under international labour law. For
instance, “an oil worker can be resident of England, employed by an agency in Singapore, working
on the Norwegian shelf on a ship registered and taxed in Panama, remaining outside Norwegian
law” (Aune et al., 2020). There is a risk that these inequalities will be transferred to new offshore
industries such as maintenance of offshore wind power.

Table 9. Score on the sixth principle of a just transition (“Address existing economic and social
inequalities™.

Principle 6: Address existing UK Scotland Norway Denmark
economic and social
inequalities

Criterion 6.1: Make sure policies/plans 2 2 2 2
(principle 3 and 4) are decreasing
economic and social inequalities

Criterion 6.2: The success of 1 1 1 1
governmental policies/plans (principle
3 and 4) are evaluated in terms of
reduction of existing economic and
social inequalities
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Principle 7: Ensure an inclusive and transparent planning process

To ensure the transition away from oil and gas is a just one, a wide social dialogue that is
transparent and inclusive needs to be initiated early on in the transition planning process. Below,
we evaluate current policies and strategies of the three North Sea countries to assess whether
these align with this principle.

The UK’s North Sea Transition Deal was developed between the government and industry with
little transparency or involvement of the broader stakeholder community or affected regions.

It remains to be seen whether the climate compatibility checkpoints will be developed in a

more participatory manner. The design of the checkpoints is being put to a public consultation
(Department for Business, Energy & Industrial Strategy, 2021c). The consultation will include a
broader group of stakeholders, but it is not clear how the input from the stakeholders will be used
in the checkpoint development process.

The situation is similar in Denmark, where the North Sea Agreement was agreed by a majority
of the parties in the parliament and the government, with little inclusion of other stakeholders.
However, the preparatory stages of the Agreement included stakeholder dialogue, which raises
Denmark’s score under this principle. First, the development of Denmark’s Climate Law (2019)
and its emission reduction targets involved public, civil society and industry participation and
support, for example in the climate partnerships between the government and industries. This
was followed by the government receiving independent advice from the Danish Climate Council,
before negotiating with other parties to reach consensus on the future of licensing rounds. The
result was widespread buy-in among key stakeholders for a phase out of oil and gas.

The Scottish Just Transition Commission is set up specifically to advise the government on
how to create a just transition in a way that is “co-designed and co-delivered by communities,
businesses, unions and workers, and all society”. Furthermore, the board of the Commission
consists of a wide range of actors including unions, civil society and industry (Scottish
Government, 2021d).

In Norway, there has been little progress in this area mainly due to the lack of a plan for transition.
The Labour Party (in government since October 2021) proposes a “just transition” commission,
involving industry representatives and labour unions, although the make-up of its constituency
has been hotly debated, for example regarding the participation of civil society (Regjeringen,
2021). However, this has not yet translated into any official strategy.

Table 10. Score on the seventh principle of a just transition (“Ensure an inclusive and transparent planning
process”).

Principle 7: Ensure an inclusive Denmark
and transparent planning

process

Criterion 7.1: Engagement with local
communities and other relevant
stakeholders is an important part of
the process

Criterion 7.2: Identify and include 1 2 1 1
all relevant stakeholders in a
transparent manner




40 Stockholm Environment Institute

Opportunities and challenges for a just transition in the North Sea

In this section we have unpacked each of the seven principles of a just transition and evaluated
each country against them. It is clear that all North Sea countries have gaps in policy for ensuring
a just transition. While Scotland received the highest score in our analysis, it does not have
devolved powers over oil and gas production, which means it cannot be assessed against some of
the criteria. The other North Sea countries received an “amber” overall score, because they mainly
lack targeted policies to support people, communities and regions affected by the transition.

All three countries in the region face some similar opportunities and challenges. For instance,

our country case studies demonstrate the opportunity presented by the momentum that is
building for a just transition among political parties and stakeholders. In the UK, the Labour
Party, the Scottish National Party, the Liberal Party and the Green Party all referenced five

or six of the principles for a just transition in their election manifestos in 2021, and there has
been a substantial increase in manifestos referring to just transition since 2019 for most parties
(Ghaleigh et al.,, 2021). Indeed, in Norway, political parties are increasingly mentioning just
transition in their rhetoric (Szuleck et al., 2021). And this is not only among the parties supporting
more radical climate policies, like the Socialist Left and the Red Party, but also the Centre Party,
the Green Party, and the Christian Democratic Party refer to a just transition in their manifesto
(Szuleck et al., 2021). In Denmark, the 2020 North Sea Agreement is framed within a just
transition perspective (Sperling et al., 2021). While all three national governments acknowledge
the importance of a just transition and propose some solutions, there is still a lack of urgency and
of a strong just transition perspective in the current policies of all three governments.

Another opportunity and advantage that the North Sea countries share are their social safety
nets. Especially in Norway and Denmark, the national unemployment benefits and job search
support schemes offer greater support to vulnerable groups in the sector compared to countries
without such benefits. Furthermore, higher education is free in Denmark and Norway, which

can help some workers to fill education gaps to make necessary career changes. This is an
opportunity to plan ahead for a just transition without deep structural changes in the governance
of employment and education schemes, but there is still room for targeted reskilling programmes
fit for the needs of diverse groups of employees.

When we look at financial ability to deliver a just transition, Norway is most likely the only
country in the world that, from the first years of oil and gas production, created a fund to
support the country when oil begins to run out. The Sovereign Wealth Fund (officially called the
Government Pension Fund Global) is the largest sovereign wealth fund in the world, with over
EUR 1.1 trillion in assets. (Norges Bank, 2021). This is an unparalleled opportunity to invest in

a just transition, through investments in renewable energy technologies, diversification of the
economy, infrastructure development, reskilling programmes, and just compensation schemes,
among others.
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In fact, all North Sea countries are already investing heavily in offshore wind power, CCS, and
hydrogen. A large part of these investments is in regions where the oil and gas industry play an
important role today. Many skills required for these low-carbon technologies are similar to those
within the oil and gas industry, especially in terms of offshore oil and gas engineers typically
having the same competences and safety training as those needed in the offshore wind power
industry. This is an important opportunity for workers and regions to transition into new high-
quality jobs (Sperling et al., 2021). To a large extent offshore wind power overlaps geographically
with where oil and gas is produced today, especially in terms of storing CO, in empty oil and gas
fields or electrifying existing platforms through offshore wind power. However, not all oil and
gas producing regions are currently receiving such investments, which calls for more inclusive
policies to avoid leaving some regions behind (Ghaleigh et al., 2021; Sperling et al., 2021; Szuleck
et al.,, 2021. It is a challenge to create investment plans and policies that include all regions, and if
it is not well managed it could lead to local opposition to transition.

The favourable tax regimes and regulatory regimes for maximizing oil and gas investments in
Norway and the UK (see Section 2.3) constitute another challenge towards a just transition in
these countries. The UK, for example, has one of the most advantageous oil and gas tax regimes
in the world and is therefore an attractive region for new investment (2 Degrees Investing, 2021.
And neither the governments of the UK or Norway have made decisions to ban new oil and gas
extraction projects or new exploration licenses, which means that new oil and gas production is
potentially locked in until the 2040s and 2050s. If the countries, at a later stage, would like to get
out of these agreements, it could be very costly for them.

Furthermore, there is a significant gender gap within the oil and gas industry, which could be
transferred to other industries in the transition if policies and plans do not directly address

the issue. In Norway around 80% of the oil and gas workforce are male (Szuleck et al., 2021),
and around 75% in the UK (Oil and Gas UK, 2021. Another risk is that a significant amount of
government support is specifically targeted to help men transfer from well-paid jobs into other
well-paid jobs, while women, for example, working in jobs indirectly linked to the oil and gas
industry are left out. This calls for inclusive policies and plans in the transition, that consider
diversity, regional differences and all other aspects of a just transition.

There is a need for more urgency and ambitious policy in all North Sea countries to bring about
a just transition in the oil and gas sector. While there are common opportunities that can help
advance such policy, there are also important challenges that need to be addressed. The seven
principles of just transitions can guide the process of designing such policies. The next section
presents conclusions from the synthesis study and sets out our future work on how to create a
just transition in the North Sea Region.
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2.5 Conclusions of Section 2

The second part of this report illustrates the complexity of the landscape of oil and gas
transitions in the North Sea, alongside contradictory trends in the transformation of the energy
system. The theory of change of the Oil and Gas Transitions project is based on the assumption
that today many policymakers and other stakeholders understand that emissions from oil and
gas activities need to decrease rapidly to achieve net-zero targets and are willing to explore
pathways to achieve it. Yet as this report emphasizes, there is still an ambition gap between
countries’ climate targets and oil and gas policies and activities. However, the UK, Denmark

and Norway share a common understanding that a just and managed transition can reduce
resistance to change.

In Denmark, Norway and the UK, there is growing pressure on government and the industry to
accelerate industry transitions, with mixed results across the region. Our analysis also suggests
that in the UK and Norway the transitions have been less progressive and more politically divisive
than in Denmark. At the same time, in each country diverse stakeholders from policy, industry,
campaign groups, labour movements, and academia are strongly represented, albeit to different
extents. This amplifies the importance of co-producing policies and measures for just transitions.

In the UK, the lack of coherent policies on oil and gas just transitions results in inconsistent
strategies developed by labour unions and companies (Ghaleigh et al., 2021). The UK case study
highlights the major concern that unless there is a national policy and framework for a just
transition within the oil and gas sector, communities will inevitably be left behind.

Denmark has been successful in setting out a clear target to phase out Danish oil and gas
industry in the North Sea by 2050 thanks to “the support from all key stakeholders” (Sperling

et al,, 2021). The support gained from government actors, the industry, and civil society can be
attributed to the fact that “in Denmark, there is a greater imperative and economic advantage to
be gained by transitioning earlier than the UK and Norway” (Sperling et al., 2021).

Lastly, the Norway case study highlights the challenges that arise when the oil and gas is deeply
entrenched in the national identity, and the importance of cross-sectoral dialogue to develop
shared visions of a sustainable future that consider the need for managed and just transition
(Szuleck et al., 2021).

The scorecard analysis in Section 2.4 represents the evidence that all North Sea countries can

do much more to improve their policies on just transitions, especially with a focus on supporting
people, communities and regions. The scorecard illustrates that there are opportunities to
advance these policies by, for example, leveraging the growing political momentum for a just
transition, building on existing social safety nets and finance, and through large investments in
renewable energy and low-carbon capabilities. There are also important hurdles to overcome
such as current tax regimes, lack of investment in some regions and a large gender gap within the
oil and gas industry.

To address these challenges, taking into account the constructive role of dialogue and
consultation among stakeholders, the Oil and Gas Transitions project will develop a
better understanding of oil and gas transition scenarios for the North Sea, establish buy-
in from key stakeholders, and enable collaboration to scale up innovation and early-stage
just transition efforts.
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Towards a better understanding of oil and gas transition scenarios for

the North Sea region

Our analysis emphasizes the need for oil and gas transition pathways to be designed in an
inclusive manner, with a dialogue among all relevant stakeholders. Indeed, besides demonstrating
the possibility of phasing out oil and gas, the Danish case study highlights the role of dialogue
and consultation among stakeholders as a fundamental way to overcome resistance towards
the phase out of oil and gas. Both the Norway and the UK studies acknowledge that although
policymakers have the power to set the direction of transition in the short- to mid-term, no
single actor has the leverage to steer the transition alone. Regardless of national contexts, any
decisions on the direction and shape of oil and gas transitions requires widespread stakeholder
input not limited to public policy consultations. As with any policy implementation, timing and
the sequencing of successive interventions is crucial to achieving strategic policy objectives.
This raises the importance of coordination within and across countries. Discussions across
stakeholder groups that bring together different perspectives to create a shared vision of
transition that is socially and politically feasible are essential. The measure of success of such
discussions will be the extent to which they bridge the divide between stakeholder perspectives
to create dialogue, rather than monologues.

Just transition policies stand a greater chance of success if they reflect perspectives of a

diverse group of stakeholders. In the next phase of the Oil and Gas Transition project, we will
co-produce just and feasible oil and gas transition pathways that include strategies for supported
reorientation and managed phase out in each case study country. Co-production is the process of
working on a research problem together. The relationships between science, policy and practice
are complex and non-linear, therefore to leverage complementary perspectives, as well as to
ensure the science produced in this project is useful, knowledge co-production will be a key tool
(Norstrém et al., 2020).

In fact, the Norwegian team recently held their first scenario co-production workshop, which was
met by an overwhelmingly positive response from stakeholders, and attended by members of
government, civil society, academia and industry. The work of translating these dialogues into
scenarios to achieve net zero and phase out by 2050 is under way, including key milestones,
responsibilities, opportunities and barriers to meet the timelines.

In Denmark and the UK, research teams are currently finalizing their workshop designs and
contacting key participants. Across the scenarios, we will analyse the implications for workers,
communities, companies and regions and identify the just transition policy levers that could be
used to mitigate negative impacts. We will also explore how the scope of net-zero commitments
might be a stepping stone to phase-out.

The Oil and Gas Transitions project has brought together diverse actors to cooperate towards a
common goal: forming new communities of practice engaged in a process of collective learning
on their national just transition from oil and gas.
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1. Actively encourage decarbonization

Annex

There are a set of criteria (between one and three) for each of the seven principles. It is possible
to score 1 point (red), 2 points (amber) or 3 points (green) on each criterion. The average of the
criteria for each principle results in the point score (traffic light colour) for each principle.

Targets for reduction of GHG
emissions on a national level (this
criterion is weighted to 40% of the
score for this principle)

At least 65% reduction in GHG
emissions on a national level by
2030 compared to 1990 and a net-
zero target by 2050 the latest

At least 55% reduction in GHG
emissions on a national level by
2030 compared to 1990 and a net-
zero target by 2050 the latest

Less than 55% reduction in GHG
emissions on a national level by
2030 compared to 1990 OR no net-
zero target by 2050

Targets for decreasing oil and gas
production (to decrease scope

3 emissions) (this criterion is
weighted to 40% of the score for
this principle)

A target for a phase-out of oil and

gas production by 2050 the latest

and comprehensive policies on the
implementation

A target for a phase-out of oil
and gas production by 2050 at
the latest or mid-term targets on
significant production reductions
by 2030

No target for a phase-out of oil
and gas production by 2050 the
latest and no mid-term targets on
significant production reductions
by 2030

Targets for decreasing oil and

gas operational emissions (this
criterion is weighted to 20% of the
score for this principle)

Government policies/targets to
reduce direct GHG emissions by
at least 50% by 2030 (operational
GHG emissions)

Government policies/targets or
stated ambitions by the industry
to reduce direct GHG emissions
by 50% by 2030 (operational GHG
emissions)

Less ambitious policies/targets
to reduce direct GHG emissions
(operational GHG emissions)

2. Avoid the creation of carbon lock-in

and more “losers” in these sectors

Decreasing licensing of new oil and
gas fields

No new oil and gas licenses

A decrease of oil and gas licenses

No decrease of oil and gas licenses

Discourage increased investments
in oil and gas through legislation
and tax regimes

Legislation and tax regimes
discourage further investments
in oil and gas OR have legislation
discouraging further investments

Legislation and tax regimes do not
incentivize further investments

in oil and gas OR have legislation
encouraging further investments

Legislation and tax regimes do
incentivize further investments
in oil and gas OR have legislation
encouraging further investments

3. Support affected regions

Investments in regional economies
away from oil and gas

Have timebound investments/plans
on a scale sufficient to remedy

the loss of economic activity in all
regions

Have timebound investments/plans
on a scale sufficient to remedy the
loss of most economic activity for
most regions

Have timebound investments/
plans, but not sufficient to remedy
the loss of economic activity for
most regions or have no such
investments/plans

4. Support workers, their families and

the wider community affected by closures or downscaling

Plans for upskilling, reskilling and
education gaps at regional level

Have a plan/policy on the need for
upskilling, reskilling and how to fill
in education gaps at regional level
for replacing direct and indirect
jobs in the oil and gas sector

Have a plan/policy on the need for
upskilling, reskilling and how to

fill in education gaps at regional
level OR national level for replacing
direct jobs in the oil and gas sector

Does not have a plan/policy for
upskilling, reskilling and filling
education gaps at a regional level
or does have a plan/policy, but dit
is lacking in comprehensiveness.

Quality of new jobs

The plan/policy recognizes the
need for measures on how to
ensure new jobs have similar or
higher quality in terms of salary,
benefits and working conditions.

The plan/policy recognizes the
need for measures on how to
create new jobs with similar or
higher quality in terms of salary
OR other benefits OR working
conditions.

The plan/policy doesn't recognize
the need for creating jobs with a
similar or higher quality

Support for job search and
unemployment benefits

The plan/policy includes measures
to support the transition from
direct and indirect jobs in oil and
gas to other jobs (job search
assistance) and the need for
income during this transition (such
as unemployment benefits, basic
income)

The plan/policy includes measures
to support the transition from
direct jobs in oil and gas to other
jobs (job search assistance) OR
the need for income during this
transition (such as unemployment
benefits, basic income, general
sufficient unemployment benefits
are accepted at this level)

The plan/policy includes few OR no
measures on job search and social
safety net
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5. Clean up environmental damage and ensure that related costs are not transferred from the private to the public sector

Specific policies for ensuring
polluters pays principle when
decommissioning oil and gas
infrastructure

Companies are responsible for

the decommissioning of platforms
and related infrastructure (there

is regulation on creating a plan for
decommissioning prior to receiving
a permit)

Companies are responsible for the
decommissioning of platforms and
related infrastructure (however,
there is no detailed regulation on
how this will be ensured)

Companies are responsible for the
decommissioning of platforms and
related infrastructure (however,
there is no regulation on how to
ensure this) or there is no regulated
responsibility for companies on
decommissioning platforms and
related infrastructure

6. Address existing economic and social inequalities

Make sure policies/plans
(principles 3 and 4) are decreasing
economic and social inequalities
address less than two existing
economic and social inequalities
out of age, gender, skill level

The support programmes in
principles 3 and 4 acknowledge
and forcefully address existing
economic and social inequalities
(age, gender, skill level)

The support programmes in
principles 3 and 4 acknowledge
and address some existing
economic and social inequalities (at
least two out of age, gender, skill
level) OR general governmental
policies address existing economic
and social inequalities forcefully

The support programmes in
principles 3 and 4 acknowledge
and/or

The success of governmental
policies/plans (principle 3 and 4)
are evaluated in terms of reduction
of existing economic and social
inequalities

Reduction of the gender-pay gap
and reduction in regional Gini index
(or similar) are chosen to evaluate
plans/policies

Reduction of the gender-pay gap
or reduction in regional Gini index
(or similar) are chosen to evaluate
plans/policies

Indicators such as reduction of
the gender-pay gap or reduction
in regional Gini index (or similar)
are not chosen to evaluate plans/
policies

7. Ensure an inclusive and transparent planning process

Actively engage with local
communities and other relevant
stakeholders

Engagement with local
communities and other relevant
stakeholders is part of the process
for plans/policies on a transition
and their participation in the
process is clearly described

Engagement with local
communities and other relevant
stakeholders is part of the process
for plans/policies on a transition,
but their participation in the
process is not clearly described

It is unclear how community
engagement will take place

Including all relevant stakeholders

Identifies relevant stakeholders in
a clear and comprehensive manner
and includes a description of their
roles in the process

Identifies stakeholders in a clear
and comprehensive manner

Includes no identification of
stakeholders, OR only in a limited
way
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