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SUMMARY

Since Russia invaded Ukraine, EU
Member States have made serious
efforts to reduce their dependence on
Russian energy imports. To broadenthe
range of energy suppliers, the European
Commission and the Member States'
national governments have signed new
agreements with non-EU countries and
strengthened their pledges with
existing partners.

Norway is the world's fifth largest oil and
third largest natural gas exporter,
accounting for 2 % of global crude oil
production and 3 % of global natural gas
production. Norway covers 92 % of its
electricity generation with renewable
energy (hydropower) and is highly
electrified. The government is investing
heavily in energy research and
innovation to meet its commitments
under the Paris Agreement by 2030.

Norway is part of the European
EconomicArea.InJune 2022, the EU and
Norway signed a joint statement
pledging to step up their cooperation in
order to secure their energy
independence and improve the EU's
resilience. The statement focuses on gas
supply from Norway to the Member
States and on developing cooperation
on renewable energy, carbon capture
research,and hydrogen.
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GDP growth . 33
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Introduction

In 2020, the EU imported 57.5 % of the energy it consumed, and depended on Russia for almost a
quarter of all its energy needs. More specifically, Russia was the EU's top supplier of natural gas
(import dependency rate of 83.6 %, EU reliance on Russia 41.1 %), crude oil (import dependency
96.2 %, reliance on Russia 25.7 %) and hard coal (import dependency 10.5%, reliance on Russia
52.7 %). Following the Russian invasion of Ukraine, EU institutions and Member States have taken
decisive action to decrease their dependence on Russianenergy exports.

In May 2022, the European Commission presented REPowerEU, a plan to make the EU independent
from Russian fossil fuels well before 2030. The plan set out a series of measures to rapidly reduce
dependence on Russian fossil fuels and speed up the green transition. Planned measures include
saving energy, accelerating the transition to renewable energy and working with international
partners to find alternativeenergy supplies (@mongothersthrough the external energy strategy the
EU adopted at the same timein May). In the context of that last measure, the Commission and the
national governments have signed agreements with non-EU countries and strengthened pledges
toincrease energy trade with existing suppliers. Asaresult,2022 saw increased LNG deliveries from
the United States (US), as well as pipeline and LNG gas from Norway; an intensification of the EU's
cooperation with Azerbaijan, especially on the Southern Gas Corridor; an exploration of the export
potential of Canadaand sub-Saharan African countries such as Nigeria, Senegal and Angola; political
agreements with gas suppliers, suchas Egypt and Israel, to increase LNG supplies;a renewed energy
dialogue with Algeria; and continued cooperation with major producersin the Gulf, and Australia.

According to recent studies, other than affecting Moscow's energy revenues, this new level of
cooperation — both among EU countries and between them and new or existing partners — has
yielded multiple positive side effects, such as diversification of the EU's energy sourcing and
enhancedinnovationin the energy sector. For G7 countries, it has also led to the adoption of bold
policies to accelerate the green energy transition, such as the Inflation Reduction Act in the US, the
REPowerEU plan in Europe and the Green Transformation programme in Japan. From the
perspective of the EU's partners, this cooperation meansnew or larger markets for their resources.
The resulting extra revenues from the sale of oil and gas could improve their economic prospects,
which is particularly importantin the current economic juncture, characterised by inflation, rising
governmentdebt and the ramifications of the Russian invasion of Ukraine (e.g.food, fertilisers).

There arealso risks associated with this new situation. The large increase in LNG imports demanded
by the RePowerEU plan comes from a group of distant countries (e.g. United States and Qatar)
resulting in an additional impact on the environment relating to the transportation of the LNG. In
addition, increasingthe supply to the EU deprives certain developing countries from gas, something
that could - in the short term, at least - force them to rely more on the more polluting coal. Lastly,
while rich hydrocarbon countries such as Norway, Saudi Arabia (seebelow) and Qatar have adopted
multiple initiatives to speed up their energy transition, for otherhydrocarbonexporters (e.g. Algeria
or Azerbaijan), the promise toincrease exports would presuppose important investmentsin gas and
oil exploration and infrastructure, shifting important fundsaway from their own energy transitions
and potentially increasing the risk of environmental hazards and disruptions in local communities.

In addition to risks relating to the green transition, this increase in LNG also carries significant fiscal
implications for EU Member States, among other things because it requires a dedicated
infrastructure, andbecause LNG prices are higherthanthose for pipeline gas (especially so in 2022).
This comes at an unfortunate time, when many Member States' economies have been impacted by
the COVID-19 pandemicand therelated increasein sovereign debt.

Lastly, in third countries, extra revenue may reduce voters' willingness to demand accountability
from their governments, enabling corruption and clientelism. The result could be to consolidate the
power of authoritarianregimeswith a mixed recordon human and political rights, undermining the
EU's aims to promote democracy and defend human rights.
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Norway'seconomyand energy

Figure 1 — Norway's share of global production and exports of natural gas and crude oil
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Data source: OECD, accessed 5 September 2023.

Norway's economy-the Nordic countries'second largest after Sweden - is largely based on services,
petroleum and natural gas production, and light and heavy industries. In 2022, Norway had the
largest oil reservesin western Europe, with 7.7 billion barrels in crude oil reserves. The country is the
world's fifth largest oil exporter and a major supplier of oil to the European market (8.7 % of EU
imports in 2020). According to BP's Statistical Review of World Energy 2021, Norway also has
50.5 trillion cubic feet of natural gas reserves. It is the world's third largest natural gas exporter after
Russiaand Qatar.

With a population of a little more than 5 million, Norway has a small domestic energy market that
allows it to export the bulk of its oil and gas production. In 2021, Norway's hydrocarbon exports
accounted for 60 % of its total exports, 28 % of its GDP and 42 % of its state revenue.

QOil
Equinor Energy is the largest crude oil producer in Norway accounting for 68 % of the total output,

followed by Aker BP (10 %) and ConocoPhilips (8 %). Oil from the Norwegian continental shelf is
transported by ship or pipelines to a final delivery point on land.

In 2021, the EU (49 %) and UK (30 %) were the main export markets of Norwegian oil. Norway was
responsible for 6.8 % of EU oil importsin 2021 (see Figure 3). In the EU, the main destinations were
Sweden (28 %), the Netherlands (17 %), Germany (16 %), and Belgium (13 %), which account for
almost three quartersof EU imports, with the remaining quarter split among nine Member States.

In 2022, Oslo evaluated 88 potential new crude oil and natural gas fields for future development.
Given theincreased level of developmentactivity on the shelf, Norwegian oil production is expected
to continuetoincreasein the following years. However, this requires theopening of new fields and
large-scaleinvestmentin existing ones.


https://www.statista.com/topics/7457/key-economic-indicators-of-scandinavia/#:%7E:text=However%2C%20the%20are%20some%20internal,economically%20successful%20the%20region%20is.
https://www.eia.gov/international/analysis/country/NOR
https://www.norskpetroleum.no/en/production-and-exports/exports-of-oil-and-gas/
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fec.europa.eu%2Feurostat%2Fstatistics-explained%2Fimages%2F5%2F53%2FEnergy_production_and_imports_2020_v6.xlsx&wdOrigin=BROWSELINK
https://viewpoint.eiu.com/analysis/article/1872274970
https://www.britannica.com/science/hydrocarbon
https://www.eia.gov/international/analysis/country/NOR
https://ec.europa.eu/eurostat/databrowser/view/NRG_TI_OIL__custom_6128042/default/table?lang=enhttps://ec.europa.eu/eurostat/databrowser/view/NRG_TI_OIL__custom_6128042/default/table?lang=en
https://www.eia.gov/international/analysis/country/NOR
https://www.oecd-ilibrary.org/energy/data/iea-world-energy-statistics-and-balances_enestats-data-en
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Gas

About 95 % of Norwegian gas is transported via an extensive network of subsea pipelines to other
European countries and onshore terminals, while about 5% is exported as LNG by ship from the
Melkgya facility in Hammerfest. The total length of the Norwegian gas pipeline network is about
8 800 kilometres, and its transport capacity is about 120 billion standard cubic metres (Sm?) of dry
gas per year.Norway ensured 15.2 % of EU oil imports in 2021 (see Figure 2). In 2021, the Member
States importing gas from Norway were Germany (28 %), France (26 %), Belgium (21 %) and the
Netherlands (18 %).

Three onshore gas-processing plants — Karstg, Kollsnes and Nyhamna - are connected to the
pipeline network and receive rich gas from the fields. Karstg is the largest NLG processing hub in
Europe. There are four receiving terminals for Norwegian gas in continental Europe (two in
Germany, onein Belgium and onein France) and a further two in the UK.

In 2022, gas production was expected to be 8 % higher thanin 2021.
Renewables

Norway plays a crucial role in promoting the green energytransition in the Nordicregion. The fact
that Norway has green energy agreements and grid connections with its neighbouring countries
allows it to provide the region with a significant amountof low-cost, zero-emissionsenergy.

Most of Norway's electricity is generated fromrenewables:
hydropower accounts for over 90 % of power supply. In
May 2022, the government presented a major initiative to
promote offshore wind power (in Utsira North and At present, Norway does not have any
Southern North Sea ll) to generate asmuch electricity from  nuclearreactors for electricity generation.
it as is currently produced domestically  Up until recently, it had four operational
(30 000 megawatts). The country has 30 thermal power ~ researchreactors, one at Halden (HBWR)
plants, which generate electricity from various energy ~ 2ndthreeatKjeller (JEEP, NORAand JEEP
sources, such as municipal waste, industrial waste, surplus ). These WETE GRS OUEVERINE,
heat, oil, natural gas and coal. Moreover, the amount of periods between 1951and 2019.
recovered natural gas liquids has increased significantly.

Nuclear energy

Recentdevelopments

In March 2022, the Norwegian government authorised an increase in national gas production by
approximately 50 billion cubicfeet, mainly from the Oseberg and Heidrunfields. Furthermore, there
has been an increase in extraction from the Snghvit field in the Barents Sea. Due to the high
European demand for gas amid the Russia-Ukraine conflict, in July 2022 Norwegian natural gas
exports hit a record high of US$13.26 billion.

In February 2023, the Norwegian government stated its intention to make changes to its energy
market to preserve more energy capacity for domestic use and keep prices in check. It also stated
that it would assess the effect thatvarious proposalsfor levying taxes on electricity exports have on
the electricity market. To this end, it appointed an expert committee to evaluate six proposals that
also included the creation of separate electricity auctions for domestic and foreign use. The
committee will submit its final report to the Ministry of Petroleumand Energy by 15 October 2023.



https://www.norskpetroleum.no/en/production-and-exports/exports-of-oil-and-gas/
https://www.norskpetroleum.no/en/production-and-exports/exports-of-oil-and-gas/
https://ec.europa.eu/eurostat/databrowser/view/NRG_TI_GAS__custom_6127869/default/table?lang=en
https://www.gisreportsonline.com/r/norway-energy-crisis/
https://viewpoint.eiu.com/analysis/article/1872274970
https://www.regjeringen.no/en/aktuelt/ambitious-offshore-wind-power-initiative/id2912297/
https://www.utsira.no/en/utsira-nord/
https://www.utsira.no/en/utsira-nord/
https://energifaktanorge.no/en/norsk-energiforsyning/kraftproduksjon/
https://energifaktanorge.no/en/norsk-energiforsyning/kraftproduksjon/
https://www.eia.gov/international/content/analysis/countries_long/Norway/pdf/norway.pdf
https://www.euractiv.com/section/electricity/news/norway-may-tax-power-exports-to-keep-domestic-prices-down/
https://www.regjeringen.no/no/aktuelt/ekspertutvalg-skal-vurdere-prisfastsettelsen-pa-strom/id2963346/
https://dsa.no/en/nuclear-safety-and-nuclear-power/research-reactors-and-nuclear-facilities-in-norway
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Energy cooperation with Norway

Norway is one of the four members of the European Free Trade Association (EFTA).As such, it is a
member of the European Economic Area (EEA), along with its fellow EFTA states (excluding
Switzerland) and the EU Member States. In that context, the country takes part in the EU common
market and has recently obtained EU support for new oiland gas exploration.

In 2021, Norway was the EU's seventh mostimportant partner for trade in goods. Nearly 60.5 % of
Norwegian exports — mineral productsand fish andaquaculture products — go to the EU. EU exports
to Norway are chiefly in the form of machinery, appliances and transport equipment. In 2020,
bilateral EU-Norway foreign direct investment was high and balanced (around €€85.7 billion in
inward stocks versus €91 billion in outward for 2021).

EU level

As mentioned above, Norwayis a member of
both EFTA and the EEA. As such, it is part of
the EU internal energy market and has

Figure 2 - EU imports of natural gas, including
from Norway (2021)

transposed the rulesapplicable tothis market
in its legislation. Moreover, it has close
cooperation with the EU onenergy issues: the
Norwegian minister of petroleumand energy
and the EU Energy Commissioner meet on a
regular basis through the EU-Norway Energy
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On 23 June 2022, in a joint statement, then
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Data source: Eurostat, accessed 4 September 2023.
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In recent years, the Norwegian government
has also stepped up its participation in
international R&D projects focused on
developing the energy and petroleum
sector. It participates, among others, in the
European StrategicEnergyTechnology plan
(SET plan), the Nordic Energy Research
platform and the Carbon Sequestration
Leadership Forum. Recently, it has taken
part in various projects under the Horizon
2020 programme, including the offshore
renewable energy (MARINERG-) project
and the +CityxChange project. In 2021, it
formally became associated to Horizon
Europe. Norway's key cooperation partners
in the energy domain are the EU, the
International Energy Agency (IEA) and
countries in the Nordic region.

Russia's invasion of Ukraine andthe gradual
cut-off of Russian natural gas to the EU have
made Norwegian gas exports critical to EU
energy security. In that context, crude oil
and natural gas production should continue
to play an important role in Norway's
economy and shape the country's role in
the EU. According to a recent |IEA policy
review, Norway can play a significant partin
steering Europe towards clean energy
technologies, being a global leader in both
these technologies and related research.
However, the review points out that Oslo
has still a lot of work to do to reduce
greenhouse gas emissions (by 90-95 % from
1990 levels by 2050), as stated inits Climate
Change Act. Accordingly, the I[EA suggests
that Oslo establish national emissions
reduction strategies up to the years 2030
and 2050. Moreover, it recommends that
the government assess various scenarios for
future global oil and gas demand and

Figure 3 - EU imports of crude oil, including
from Norway (2021)
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supportlong-term wind energy projects. Overall, the country should take advantage of its research
andinnovation capabilities to increase the productionand export of new green technologies.
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Member State level

In 2021, Germany was the largest destination for Norwegian gas in Europe. In 2022, a number of
contracts were signed between Norway and several EU Member States, and between certain EU
companies operating in the gas sector and their Norwegian counterparts. Norway's contract with
Poland, for instance, provides for a supply of 2.4 billion cubic metres between 2023 and 2033.
Additionally, a new natural gas pipeline, the Baltic Pipe, was launched in late 2022; the pipeline
connects Norway and Poland via Denmark. Another example is Norway's contract with Slovakia for
natural gas supply until the end of 2023. Again, under a contract with Sweden, Norway committed
to allocating to it 83 % of its LNG exports. In addition, in February 2022, Norway signed a
memorandum of understanding for the export of hydrogen to Belgium. In early January 2023,
Norway and Germany agreed to enter a strategic partnership on climate, renewable energy and
green industry. In that context, the two countries' heads of state affirmed their common intent to
ensurea large-scale supply of hydrogen with the necessaryinfrastructure from Norway to Germany
by 2030. Lastly, on 23 February 2023, Belgium and Norway signed an agreement to cooperate in
areas such as offshore wind, hydrogen and carbon capture and storage.
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