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Foreword
Norway's proud maritime traditions
and our status down the generations
as a world-leading seagoing nation are
well-known. What is less well-known
is that today we are probably stronger
than we have ever been. We are a small
country, but a maritime superpower, and
one that has grown further in the wake of
the financial crisis.
In this economic report, you will learn
that value creation in the maritime sector
has doubled in the last decade, and that
shipping alone creates more value than
the entire maritime sector did ten years
ago. You will also learn that a survey of
Norwegian shipping companies points
to a confidence in future profitability and
further growth in the years ahead. Norwegian shipowners are taking on binding
commitments for the future and we have
one of the world's largest order books for
new ships.
More than 105,000 people now earn their
living from a job in the Norwegian maritime cluster. Value creation per employee
is among the highest in the country. The
cluster generates annual income for the
country of 160 billion Kroner.
Norway has one of the world's largest
and most modern fleets, and also one of
the most advanced and specialised. As
you read this, some 1,900 Norwegiancontrolled ships and rigs are operating
around the globe. They are engaged in
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a broad spectrum of activities, from the
transport of cars, refrigerated goods and
chemicals between Asia and America, to
short-sea shipping in Europe and advanced offshore operations in the Arctic.
What these activities have in common is
that the Norwegian shipping companies
involved are typically market-leaders and
consistently at the forefront of maritime
technology, operations and expertise.
The more demanding and advanced
the maritime operations, the larger the
market share held by Norway.

Global economic growth and prosperity
is therefore generating ever-increasing
demand for shipping services, and this
creates great opportunities for the whole
of our maritime industry. In this report,
you can explore the global trends and
developments that will have a particular impact on the maritime markets in
the years ahead. Among other things,
we describe how the world's economic
and demographic centres of gravity are
shifting and the impacts of the dramatic
melting of Arctic ice.

Today, half of the Norwegian fleet is involved in the transport of goods and people,
while the other half is active in oil and gas
activities around the world. Technological developments enable ships and rigs
to be active along the entire value chain
for offshore oil and gas exploration and
production. From being a world-leader
ON the sea, we are now winning larger
market shares for operations both IN
and UNDER the sea. We have the world's
second-biggest offshore fleet.

Norway's strong global maritime position is not the result of some special
natural conditions that we have been
gifted with. It is true that we have a long
coastline, but so do many countries
that have not managed to convert such
a feature into global market positions
and national value creation.

This generates large revenues and much
employment in Norway. But it also
means that, small as our country is, we
contribute decisively to two of the world's
major infrastructures for global economic growth and prosperity: 90 per cent
of global freight goes by sea, and these
extensive logistics are a prerequisite of
globalisation as we know it. At the same
time, Norwegian offshore shipping
companies help meet the world's energy
needs by harvesting both fossil fuels and
renewable resources from the sea.

"Technological
developments
mean that
ships and rigs
are now active
along the entire
value chain for
offshore oil and
gas exploration
and production."

Our most important, indeed our only,
competitive advantage is our maritime
competence. This is what brought us to
where we are today, and further strengthening, development and cultivation of
this expertise is what will enable us to
reap the great maritime benefits that
lie ahead. This makes our maritime
competence one of our most important
renewable resources.
The most patent expression of the
breadth and depth of our maritime
competence is our unique maritime
industrial cluster. Norway is one of
exceedingly few countries with an
effectively complete maritime cluster.
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We are home to a large number of worldleading enterprises covering the whole
gamut from shipowning to shipbuilding, equipment production, brokering,
financing, classification and research.
The close interactions between our
seafarers and our land-based organisations, and between our technological,
operational and commercial insights
are key competitive drivers.
As a small country with few inhabitants,
flat organisational structures and a culture of informality in our interactions, we
also possess excellent preconditions for
the flow of expertise and ideas between
the different stakeholders. Equally, the
maritime cluster has established close and
effective cooperation in those areas where
joint initiatives are of common interest.
The Norwegian maritime industry is
characterised by a unique capacity to
restructure, create and innovate. Our
global leadership is the result of a will
and a capacity to take risks and invest.
The shipping companies' activities are
strongly influenced by global economic
fluctuations. Patient, competent, longterm capital is a characteristic and a
prerequisite for the future development
of Norway's position as one of the
world's most prominent and advanced
shipping nations.
In order to strengthen developmental
capability in the maritime industry, it is
important to safeguard Norway's status
as an attractive home port for owning
and operating maritime businesses.
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We must also be ready to attract and
retain the most innovative enterprises
and people. Without shipping companies
with head offices and active owners in
Norway, and a significant number of
Norwegian seafarers, the foundation of
the maritime industry’s great capacity to
innovate would be weakened.
For more than 150 years, Norway has
been a world-leading shipping nation.
We are perhaps now stronger than ever
and have great opportunities for contributing in new and impressive ways to
Norwegian value creation, employment
and prosperity.
We have entitled our Maritime Outlook Report for 2014 "Creating locally –
Winning globally", as a reflection not only
of our achievements today, but also of our
ambitions for tomorrow.
Happy reading!
Sturla Henriksen
CEO
The Norwegian Shipowners’ Association

Summary

"Experience
shows that a
good maritime
policy is
effective."

The maritime industry is Norway’s most
globalised business sector. The Norwegian maritime cluster represents one of
our most important export industries. In
an increasingly globalised world, those
sweeping change processes we usually
refer to as global megatrends impact
the maritime industry more quickly and
powerfully than they do elsewhere. In this
report, we therefore look in detail at how
market outlooks, framework conditions
and choice of technologies in the maritime
industry will evolve as a result of global
development trends leading up to 2030.
Global economic growth will be highest
in low and middle income countries, especially in Asia and Africa. Energy demand
will continue to rise, fossil fuels will remain
dominant, but the energy mix will change,
with increased use of renewables, and
natural gas will become more important
for global energy supply. Climate change
and the environment are among the biggest challenges of our time. Environmental requirements are expected to become
both stricter and more pervasive. The huge
technological developments of recent
years will intensify in the years ahead, and
increased availability of information and
digitisation will affect ways of working
both on board ships and onshore.
These trends are underpinned and expanded on in the economic outlook survey we
conducted of the members of the Norwegian Shipowners' Association. This shows
that there are grounds for Norwegian
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shipping companies to anticipate a shift
in the fulcrum of their markets leading up
to 2020. The High North, East Africa, West
Africa and Russia are the markets with the
highest growth expectations.
The Norwegian-controlled foreign-going
fleet has grown in recent years. Despite
this, vessel registrations in the Norwegian
International Ship Register (NIS) have
declined substantially. Norwegian shipping companies are positioning themselves for further growth, a fact supported by
the growth in their contracts for new ships.
The Norwegian-controlled foreign shipping companies have already undertaken a
considerable renewal of their fleets. Since
2007, the average age of the fleet has been
reduced by three years, to 11 years. The fleet
is diversified, with a large proportion of
modern, advanced and specialised vessels.
This is demonstrated in the valuations,
which rank the Norwegian fleet as fifth
in the world, along with the USA. Other
major shipping nations, such as Japan,
Greece, Germany and China, are above
us on the list. Norwegian shipping companies are well positioned for further growth.
The maritime industry in Norway is a
global, competence-based industry with
local clusters and individual companies
in towns and communities along the
entire Norwegian coast. Up-to-date
value-creation figures show that this
maritime cluster currently employs
105,000 people in Norway and creates
total value of NOK 160 billion annually.

Value creation in the maritime industry
has never been higher than it is now. The
industry's share of total value creation in
the Norwegian economy, excluding the
oil and gas industry, is 12%. The shipping
companies account for well over half of
the value creation in the maritime cluster.
The industry is characterised by expectations of continued growth. The economic
outlook survey shows that 7 out of 10 shipping companies are expecting growth in
turnover in 2014. Combined, they envisage
growth of 6%, but with significant differences in estimates between the different
shipping company segments. In the last
Maritime Outlook Report, offshore services and rigs were the most optimistic. But
in this year's survey, we see that somewhat
lower activity on the Norwegian Continental Shelf is reflected in lower growth
forecasts for maritime offshore activities.
Nonetheless, the offshore service companies still expect the highest turnover
increase in 2014, of 9%, while rig companies envisage 2% growth, significantly
lower than the 14% of last year. This is an
expression of significant changes in expectations among those shipping companies
that are focused on petroleum activities.
For the deep-sea companies, the opposite
is the case; following difficult times with
weak markets and low rates, since the
financial crisis, various factors indicate
that the trend has reversed. For 2014, the

deep-sea shipping companies are expecting a turnover increase of 6%. This is
significantly better than the effectively flat
trend of recent years. Short-sea shipping
is anticipating growth of 3%, in line with
actual growth in this segment since 2010.
In the years up to 2009, profitability
among Norwegian shipping companies
was good. In 2009 and the following years,
operating margins declined markedly.
This fall was due to both the financial
crisis and the after-effects of a large order
book for new ships before the crisis hit.
Like last year, the shipping companies are
expecting improved profitability in 2014.
More than 70% foresee a better operating
result, with 20% expecting no change.
Overall, the offshore service companies
are the most optimistic, while offshore
contractors are least hopeful. The shortsea companies are forecasting better
growth in 2014 than in 2013.
The industry's international position
makes it very susceptible to changes in
framework conditions. The Norwegian
Shipowners' Association will continue
working to secure advantageous and competitive framework conditions in Norway.
The key point from the shipowners' perspective is for the Norwegian authorities
to pursue a proactive maritime policy.
Experience shows that a good maritime
policy is effective.
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Global

megatrends 2030
For centuries, the maritime industry has
had a particular significance for Norway.
This continues to the present day. Norwegian shipping companies create great
wealth and represent a unique level of
competence. They undertake global activities on, in and under all the world's seas
and in the face of keen global competition.
They take Norway out into the world and
bring the world home to Norway. Every
Norwegian-flagged ship is a small piece of
Norway bearing our traditions, qualities
and identity. In this sense, the maritime
industry embodies cultural exchange.
It places Norway on a global scene and
enhances our reputation. It incorporates
great opportunities for Norwegians and
Norway's trade and industry.
The Norwegian maritime cluster
represents one of our most important
export industries. It stands for unique
competence and is competitive and in
demand. The maritime industry is an
important renewable resource for Norway. Through historical developments,
it has displayed a unique adaptability.
It is global, but also plays an important
national role. It represents thousands
of onshore and offshore jobs in innumerable coastal communities. It creates
opportunities and quality of life along the
entire Norwegian coast.

In an increasingly globalising world,
megatrends will affect us more and
more. Shipping represents the most
important infrastructure for intercontinental trade. 90% of all freight is
transported by ship. This exchange of
goods has been crucial for the globalisation that has occurred so far and will
continue to be a fundamental driver
for future global development. All of
Norwegian society will be affected by
the global megatrends, but shipping is
impacted by these trends more strongly
and sooner than most other industries.

"90% of all
freight is
transported
by ship."

Norway's global position as a shipping nation has given us considerable
influence. It has contributed to raising
ethical awareness and social standards
in the industry along with higher international environmental standards. This
trend can be reinforced through Norway
sustaining its reputation as an attractive
maritime host country.
Norwegian shipowners will continue
to strive for the further development of
these unique qualities and in so doing
will contribute to the growth of Norway as a maritime nation. Competitive
framework conditions and productive
dialogue with the authorities are prerequisites for success in this.

13

This chapter of the maritime outlook
report presents global megatrends that
are expected to affect shipping and the
maritime industry.

1 1

Uneven global growth

Shipping rises and falls in line
with global trends
Shipping is a global industry and fluctuates in line with the global economy,
population growth, close and distant
markets, changes in framework conditions and technological developments.
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Globalisation and the growth in world
trade are the most important market drivers for international shipping. The need
for maritime freight capacity is expected
to continue to expand vigorously.
According to the IMF, global economic
growth will rise from 3% in 2013 to an
estimated 3.7% in 2014 and 3.9% in 2015.
Knock-on effects from the financial and
economic crisis that began in 2008 are
still with us. In general, growth will be
strongest in the growth markets and
developing economies such as China,
India, Brazil, Mexico, Africa, Central and
Eastern Europe, where there is forecasted
growth of 5.1% in 2014 and 5.4% in 2015.

In the longer term, the world economy
is predicted to grow at just over 3% per
annum until 2030. Growth in the low and
middle income countries will maintain a
faster rate than in the high income countries, which will sustain global growth
over the longer term. Much of the growth
will take place in Asia, where high population growth in many countries is resulting in a large, relatively young workforce,
in strong contrast to many of the high
income countries in the West. For Europe
and to some extent the USA, long-term
growth is subject to uncertainty, due
to the ageing population, unresolved
debt problems and after-effects of the
economic crisis in 2008-2009. Africa
has huge natural resources, the world's
fastest growing population and its purchasing power is expected to increase
substantially in the years ahead. In time,
this will help create demand and growth.
For 2014, it is expected that 4 in 10 of the
world's fastest growing economies will be
in Africa. In the years up to 2030, Africa
cities are expected to see the highest
growth rates in the world.
The result of this growth in the South and
the East will be a change in power relations in the global community. There are
grounds for assuming that the growing
economies will exercise greater power
on the international economic and political stages leading up to 2030. This may
have major impacts on existing global
governance structures such as the UN,
the World Bank and the International
Monetary Fund.

Table 1: Drivers for growth in the maritime industry up to 2030
Increased globalisation
and growth in
intercontinental trade

• Growth in deep sea shipping
(traditional intercontinental shipping)

Growth in regional trade

• Growth in short sea shipping

Growth in demand
for energy

•
•
•
•
•

Increased environmental
requirements and need
for efficiency

• Increased demand for quality

Increased activity
in the Arctic

• Energy extraction
• Destination shipping
• Trans-Arctic shipping

Growth in offshore oil and gas production
Growth in energy transport
Growth in need for offshore services
Need for new solutions to more demanding oil and gas extraction
Need for new solutions in renewable energy

SOURCE: THE NORWEGIAN SHIPOWNERS’ ASSOCIATION
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Megacities are emerging
The global population will grow from
7.2 billion in 2014 to around 8.3 billion
in 2030. The growth will be greatest in
low and middle income countries and
Asia will be home to more than 50% of
the world's population. The trend is for
urbanisation. Worldwide, around half of
us live in towns and cities, a proportion
which is expected to rise to nearly 60%
in 2025. There will however be large
regional variations. Whereas half of the
Asian population will live in urban areas
by 2020, Africa will not reach this level
Norge
of urbanisation until 2035. The majority
Romania
of the populations of Australia and New
Japan
Zealand (80%), North America (80%),
Europe (73%), Latin America andSpania
the
Caribbean (79%) already live in urban
Vietnam
areas and these proportions are expected
to rise.
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Figure 2: Relationship between GDP growth and seaborne trade growth

SOURCE: CLARKSON RESEARCH SERVICES LTD.

Figure 3: Trend in per capita GDP, 2010-2030
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Megacities, cities of at least 10 million
inhabitants, will account for an increasing share of the world's urban population.
Today, there are 23 megacities, home to
10% of the world's urban population. By
2025, there are expected to be 37 megacities, housing 14% of the urban population
and 8% of the entire global population.
21 of these cities will be in Asia and most
will be on the coast. One major challenge
will be to safeguard sustainable developNorge
ment of urban areas through adequate
Romania
water resources, suitable infrastructure
Japan
and air quality.
Spania
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MEGACITIES 2025 – CITIES WITH AT LEAST 10 MILLION INHABITANTS
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Tokyo, Japan

38.7

Delhi, India

32.9

Shanghai, China
Mumbai, India

population in
2025

urban area

Los Angeles, USA

15.7

Wuhan, China

12.7

Shenzhen, China

15.5

Moscow, Russia

12.6

28.4

Buenos Aires, Argentina

15.5

Paris, France

12.2

26.6

Guangzhou, China

15.5

Osaka-Kobe, Japan

12.0

Mexico City, Mexico

24.6

Istanbul, Turkey

14.9

Tianjin, China

11.9

New York, USA

23.6

Cairo, Egypt

14.7

Hyderabad, India

11.6

São Paulo, Brazil

23.2

Kinshasa, DR Congo

14.5

Lima, Peru

11.5

Dhaka, Bangladesh

22.9

Chongqing, China

13.6

Chicago, USA

11.4

Beijing, China
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Rio de Janeiro, Brazil

13.6

Bogotá, Colombia

11.4
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20.2
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13.2

Bangkok, Thailand

11.2

Lagos, Nigeria

18.9

Jakarta, Indonesia

12.8

Lahore, Pakistan

11.2

Kolkata, India

18.7

Chennai, India

12.8

London, UK

10.3

Manila, Philippines

16.3

SOURCE: UN 2012

urban area

population in
2025

The age profile of the world's population will also undergo a large change
up to 2030. In nearly all countries of the
world, except in sub-Saharan Africa,
the average age will rise. An ageing
population means a lower proportion
of economically active people and
increased expenditure on pensions and
health services. This will affect future
economic growth rates.

Figure 4: Global population growth, 1950-2030
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For countries with low birth rates and an
ageing population, such as many OECD
countries, immigration may contribute
to population and economic growth.
In 2008, there were 200 million crossborder migrants, a figure which may rise
to 260 million in 2020. They are driven
by scarcity of resources, a desire for
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a better life, urbanisation, conflicts and
natural disasters.

Uneven economic growth produces
new growth areas for shipping

Emergent middle class

International trade and demand for overseas shipping will increase up to 2030
as a result of population growth and
economic development. A larger global
middle class, for example, will create
extra demand for goods such as cars,
electronics and clothes. In addition, high
economic growth in low and middleincome countries will lead to increased
demand for international transport of
commodities and other bulk goods used
in construction and goods manufacture.

In the years up to 2030, it is assumed that
more of today's growth markets will turn
from investment and export-oriented
growth towards more consumption and
service-based growth. For example, it is
expected that domestic consumption
will exceed investment as the largest
contributor to China's rise in GDP.
The global middle class is expected to
grow strongly from 1.8 billion people in
2009 to 4.9 billion by 2030. 60% of the
middle class worldwide is expected to
live in Asia in 2030. A more than doubling of the world's middle class will have
a considerable impact on production and
consumption patterns. Higher revenues
produce changes in consumer preferences and habits.
The trend also shows that the number
of people with higher education will
increase greatly. Globally, it is expected
that the number of students in higher
education will double to 262 million from
2012 to 2025. Nearly all of this growth will
take place in developing countries, with
China and India alone accounting for
half of this rise.

At the same time, other development
trends in demographics, economics and
the environment may reduce growth
in the demand for traditional shipping.
Growth in domestic consumption in
China may lead to lower export growth.
Better recycling rates in China and other
growth markets may reduce demand for
production factors considerably. An
example of this will be lower demand for
iron ore used for steel production, which
will entail lower demand for international
transport. Conversely, increased recycling may lead to more trade and transportation of recycled materials and waste.
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FORECASTS FOR GAS, COAL, OIL AND IRON ORE FOR 2030 (MILLIONS OF SEABORNE TONNES)
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Figure 6: Growth in deep sea shipping, 2012-2030
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The trade pattern for overseas shipping will change as a result of uneven
economic activity and demand, and new
geographic areas for energy production.
Overseas shipping will probably transport the same goods as today, but to and
from different locations, notably within
Asia. A large increase in trade within Asia
and between low and middle income
countries is expected. Overall, the most
important growth markets for overseas
shipping will continue to be South-East
Asia, China and Brazil.

Forecast

SOURCE: IHS GLOBAL INSIGHT. FIGURE PRESENTED IN THE NORWEGIAN SHIPOWNERS' ASSOCIATION'S
“FUTURE SCENARIOS FOR DEEP SEA SHIPPING TOWARDS 2030” OF 2013

Positive developments for
short sea shipping
Demand for short sea shipping is expected to increase in line with growth in
demand for regional transportation of
goods and people up to 2030. Stronger
growth is expected in short sea shipping in Asia than in Europe and North
America due to higher levels of economic
activity. Growth in trade between Asian
countries is expected to increase considerably up to 2030, and it is likely that
China's transition to more consumer
and service-based growth will increase
demand for short sea shipping. For Norwegian short sea shipping, the domestic
market in Norway in addition to Germany, Sweden and Denmark will be key
growth markets in the future.
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Vigorous urban growth in coastal regions also increases demand for short sea
shipping. This will apply to both goods
and passenger transport by sea between
and within urban regions. More short sea
shipping using low-emissions vessels in
urban regions may be one of a number of
measures to improve air quality.

More regional trade agreements
and increased protectionism
Shipping is a global activity and currently operates in a globalised market.
It is nonetheless important to create
predictability by formalising the market access as currently practised. Market
access is regulated internationally in the
WTO agreement, EFTA's free trade agreements and in exceptional cases through
bilateral shipping agreements.
There is a trend towards regional and
direct bilateral trade agreements between countries, even though many trade
agreements are still registered through
the WTO. Regional trade agreements

have become more relevant following
uncertainty concerning the Doha Round
in the WTO, largely due to disagreements
between the high-income countries and
growth markets. The number of regional
trade agreements concluded has grown
from 104 for the entire period from 1958
to 2001, to 154 since 2001 alone. The USA
is spearheading large-scale initiatives
such as regional trade agreements with
both the EU and a group of countries
on the Pacific rim, but excluding China.
These two agreements, Trans-Pacific
Partnership1 (TPP) and Transatlantic
Trade and Investment Partnership2
(TTIP), are both currently under negotiation and have the potential to be huge
regional agreements, which will count
for a very large share of world trade.
Through EFTA, Norway has signed a
series of free trade agreements. Among
other things, these secure better market
access and predictability for Norwegian
1

Trade agreement under negotiation between Australia, Brunei,
Chile, Canada, Japan, Malaysia, Mexico, New Zealand, Peru,
Singapore, the USA and Vietnam
2 Trade and investment agreement under negotiation between the
EU and the USA

Table 2: Loading and unloading in European ports, 2010 and 2030 (millions of tonnes)
Container

Wet bulk

Ro-Ro

Other cargo

Total

2010

2030

2010

2030

2010

2030

2010

2030

2010

2030

2010

2030

UK/Ireland

65.46

125.74

137.58

155.43

265.57

297.49

123.12

137.46

18.7

35.26

610.43

751.38
682.37

Nordic Region

32.71

50.53

134

187.66

204.03

240.3

89.08

122.01

46.57

81.87

506.39

Baltic Sea south

14.61

19.91

68.86

158.09

83.81

88.92

13.74

17.68

13.86

39.39

194.88

323.99

Hamburg-France

323.35

595.58

329.79

434.53

529.26

571.2

92.36

186.83

80.63

138.26

1355.39

1926.4

Iberia

124.48

217.28

90.5

176.38

175.37

213.45

15.45

38.34

25.32

50.98

431.12

696.43

Italy/Malta

83.22

179

67.76

112.67

207.01

261.87

85.72

80.05

33.45

64.24

477.16

697.83

Balkans/Aegean

54.48

120.8

74.47

156.28

80.81

122.21

24.69

50.5

56.12

128.72

290.57

578.51

6.26

8.22

27.42

69.73

20.03

28.9

0.3

1.53

6.18

37.81

60.19

146.19

Black Sea
SOURCE: EUROPEAN COMMISSION (2013)

24

Dry bulk

Region

shipping services, and are considered to
be an important supplement to Norway's
WTO obligations.
Experts point out that we are now seeing
a new, gated globalisation. In addition to
an increase in regional trade agreements
at the expense of multilateral agreements,
global financial integration has reversed
since the financial crisis in 2008-2009
and protectionism has become more
widespread. For example, it is estimated
that several hundred economic guidelines
which are detrimental to other countries
have been implemented annually since
2009. This trend looks set to continue.

Emergence of regional regulations
Changes in the global power structure
resulting from uneven economic growth
will affect how shipping is regulated, and
this may lead to uncertainty concerning
the development and implementation
of new requirements. Decisions in the
UN's maritime organisation (the IMO)
are conditional on consensus between
many countries with differing interests.
Such interests range from shipbuilding,
maritime service industries, shipping
companies, training of seafarers, manufacture and export of goods to countries
with extensive imports. A world with a

more equitable distribution of economic
power and political influence is leading
to the creation of new regional blocks
which may make it more difficult to gain
agreement on matters where different
interests are in play.
Countries and regions may introduce
their own regulations. A number of
countries and regions have also done this
in anticipation of agreement in the IMO,
especially in the environmental domain.
Regional requirements may represent
challenges for short sea shipping and
offshore vessels in the areas in question, while also increasing complexity
for deep sea shipping if there is an obligation to comply with several different
sets of regulations on a journey. Local
and regional regulations will affect the
competitiveness of parts of the maritime
industry if all the players do not operate
under the same framework conditions
across national borders.
The individual national continental
shelves will be regulated as they are
today through requirements that vary
from country to country. In commercially immature and politically unstable
regions, for example in Africa, this may
cause increased difficulties in line with
the expected growth.
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More cargo by sea
The EU has for several years been working to move more freight from road to
sea from environmental concerns and
overloading of European roads and railways. This political interest may lead to
growth in European short sea shipping.
Although 37% of annual intra-European
goods trade already passes through
European ports, there is considerable
potential for an increase in short sea
shipping. It is expected that the EU will
continue with various initiatives for
increasing the proportion of cargo by sea,
for example through the "Motorways of
the sea" project, the framework programmes for research and TEN-T, which are
the EU's guidelines for developing the
trans-European transport network up
to 2030 and 2050.

Increased international competition for the maritime clusters
Changes in the relative sizes of economies will affect the geographical locality of the maritime industries in the
future. European shipyards are facing
ever stronger competition from yards in
Asia and South America for the building
of cruise ships and advanced vessels for
the offshore fleet. In addition, we will
see that increasingly more operating
companies will be located in countries
we currently define as low and middle
income countries. Maritime business
will grow where there are good economic prospects and attractive framework
conditions. This may lead to increased
competition for the established maritime
clusters in countries such as Norway. For
Norway as a maritime nation, it is absolutely essential to have good maritime
framework conditions in order to be able
to compete with the rest of the world.
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Figure 7: Global primary energy demand (Mtoe)
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Figure 8: Energy efficiency to 2035 by sector
Proportion of long-term economic energy-efficiency potential, 2012-2035
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Figure 9: Global energy mix, 2000–2035
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Population growth and greater prosperity in low and middle income countries
will increase global energy consumption
between now and 2030, accompanied
by a change in the world's energy mix.
Fossil fuels will continue to dominate,
but with an expectation of lower growth
and a transition to natural gas. Climate
policies require new technical solutions
and affect the global energy mix, which
in turn affects competition between the
different energy technologies and energy
carriers. These development trends affect
the global energy market both directly
and indirectly. There is potential for
huge revolutions in energy production
Norge
as a result of technological advances
Romania
and environmental demands. The
use
of renewable energy sources such as
bioJapan
fuels, wind, solar and geothermal energy
Spania
will increase. Geographical availability
Vietnam
and energy security are key factors that
will cause regional differences in the
energy mix.
New growth areas for energy extraction
such as the Arctic in the North and the
development of the Continental Shelves
in Africa in the South will influence global energy supply.
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Modern energy economies have been
shaped by industrialisation, urbanisation, motorisation and rising incomes.
In the years up to 2030, strong growth
in energy demand is expected, accompanied by great progress in energy
efficiency. Important drivers for energy
efficiency are globalisation, competition,
high energy prices and climate concerns.
A focus on energy efficiency on the part
of the authorities has led to, for example,
reduced energy consumption in European and Japanese buildings, and a fall
in energy use for air conditioning in the
Middle East. In recent years, the greatest
improvements have been in countries
which are more energy-intensive than the
global average, notably China and Russia.

Fossil fuels dominate
Oil, coal and gas are expected to dominate the global energy mix in the years up
to 2030. There will however be a change
in the relation between the three major
fossil fuels.

IEA's New Policies Scenario: A scenario
in the World Energy Outlook that takes
account of broad policy commitments
and plans that have been announced
by countries, including national pledges
to reduce greenhouse-gas emissions
and plans to phase out fossil-energy
subsidies. The measures to implement
these commitments have yet to be
identified or announced. This New
Policies Scenario broadly serves as the
IEA baseline scenario.

Figure 10: Trend in oil price and oil demand to 2035
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The global demand for energy is expected to increase by a third from 2011
to 2035. However, there will be large
regional differences between the OECD
countries and the growth markets. The
latter are expected to account for as
much as 90% of the rise in global energy
demand, due to high population growth
and economic growth.

Most forecasts point to oil prices remaining high and consumption of oil and
petroleum products growing more
slowly than other energy sources. The
International Energy Agency (IEA)
estimates 13% growth in demand for
oil up to 2035, and an oil price of 128
US dollars/barrel in 2035 at 2012 rates.
We will also see a new geographical
distribution of supply and demand for
oil. It is, for example, anticipated that
North America will be self-sufficient
in oil after 2035 and that the region will
be a major exporter of oil products. The
global centre of gravity of oil trading
will move to Asia, which will import
oil from most production regions:
the Middle East, Russia, the Caspian
Sea, Africa, Latin America and North
America. China is already on the way
to becoming the world's largest oil
importer, and will overtake the USA as
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OVERVIEW OF SHALE OIL AND GAS FORMATIONS
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A shift to natural gas is among the major
changes in the energy market leading
up to 2030. Projections by the IEA and
the U.S. Energy Information Administration (EIA) estimate strong growth
in demand for natural gas (48%) due to
increased production and lower emissions compared with oil and coal. For
example, gas consumption in China is
expected to have quadrupled by 2035.
We will see a large increase in gas production in the USA and Russia, which
combined will account for nearly one
third of the growth in global gas production. While the USA will continue
to extract shale gas, Russia is expected
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Figure 12: Growth in unconventional gas production by type in selected regions

Shale gas

Global coal consumption is expected
to grow by 17% up to 2035, with most
of the growth happening over the
next ten years. Despite reduced coal
consumption within the OECD, good
access to coal in combination with
strong economic growth in China,
India and other non-OECD countries
will raise consumption. Today, China
uses as much coal as the rest of the
world combined. The environmental
impacts of the mining and burning of
coal are expected to lead to regulations
that turn investments towards cleaner
energy sources. The share of the world's
energy consumption that is met by coal
will probably stop growing over the next
decade and gradually decline after 2025.

Figure 11: Change in oil demand in selected regions
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Renewable energy is important
for the future

Figure 13: Renewables-based electricity generation by region (TWh)
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Increased energy needs around the world
entail changes in global energy markets.
While fossil fuels will continue to dominate in the future global energy mix, we
will see further growth and development
in the use of alternative energy sources.
The IEA anticipates a 77% increase in
renewable energy by 2035. Regulatory
frameworks and economic incentives
will be strong drivers for growth in
renewable energy, ensuing from both
environmental and climate concerns
and the need for energy security.

SOURCE: IEA, WORLD ENERGY OUTLOOK 2013
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byOECD
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its gaseous form and India
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gas (LNG) transported by ship. IncreaKina
sed production of unconventional gas,
such as shale gas, will
lead to a more
Andre
OECD land
varied gas market, but large regional
Europabetween the
differences in gas prices
USA, Europe and Asia are still expected. There is however great uncertainty
2030
concerning
future gas deliveries, which
in turn will affect gas prices.
The extraction and production of fossil
fuels are highly water-intensive processes. Securing access to energy using
less water will become increasingly
difficult in areas where water resources
are limited.
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While OECD countries are developing
renewable energy technologies, it is
non-OECD countries that account
for the largest increase in the use of
renewable energy.
Of all power production sources, renewable energy is the one growing most,
followed by natural gas and nuclear
power. China occupies a unique position
in terms of power production based on
renewable energy. Absolute growth up
to 2035 is larger in China than in the EU,
the USA and Japan combined.
Renewable energy will be the second
most important global source of electricity after coal in 2016, and will account
for half of the increase in power production up to 2035. Hydroelectricity
is currently the most important renewable energy source but others such as

Status of offshore field developments
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bioenergy, wind, solar and geothermal
energy are growing at an increasing
rate. Although over the next decades
renewable energy will be primarily used
for power production, we will also see
renewable energy sources such as biofuel being used for transport.

Estland

Kina

Latvia

India

Litauendemand for
Bangladesh
Increased
energy

resultsPolen
in growth forFilippinene
the
Ukraina
Indonesia
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Increased demand for energy offers
great opportunities for the maritime
industry. This applies primarily to the
offshore sector in the shape of offshore
service vessels, subsea vessels or rigs,
while it also entails increased demand
for overseas shipping of various energy
sources such as oil, coal, gas and biofuel.
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Figure 15: Order books in the offshore segment
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The offshore markets are driven by
high oil and gas prices and consequent investments in offshore extraction
and production. With increased global
demand for energy and an increase in
the cost price per energy unit for new,
complex offshore developments, there
is little to indicate that oil and gas prices
will be noticeably lower in the period
up to 2030. With the exception of shale
gas, growth in oil and gas extraction is
mainly taking place offshore, far from
land and in deeper water. Common to
new offshore projects is added complexity which pushes the underlying costs
Norge
up. The offshore market will become
more global and high levels of growth
Romania
are expected in Brazil, Africa andJapan
Asia,
for example. At the same time, the
Spania
Norwegian and UK shelves will also be
Vietnam
highly important for maritime offshore
sector participants in the years ahead.
Millioner dvt

Figure 14: Trends in the world's offshore fleet by vessel type

The offshore fleet has developed
strongly in recent years, and nearly
doubled since 2000. The order book
prospects promise further growth in
this fleet internationally.
In the years up to 2030, there will also
be a need for specialised vessels to support new offshore activities. Included
in this may be new, advanced operations under demanding conditions
Norge
such as subsea mineral extraction and
aquaculture-related activities,Romania
which
are expected to increase and may
move
Japan
further out from the coast as aSpania
result
of increased global demand for food.
Vietnam
Offshore renewable energy will also be
a future growth area, in the form of offshore wind, wave power, marine current
power, osmotic power and tidal power.
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This may also entail opportunities for
the maritime industry in the future
through a need for specialised vessels.

Figure 16: Arctic ice extent
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Climate change and the environment
are among the biggest challenges of our
time. The next decades will demonstrate
how the global community has managed to deal with them by reducing its
environmental impact and mitigating
adverse consequences. For example, CO2
emissions reductions can be managed
through a tax or incentive schemes for
energy efficiency. We will probably see a
combination of these. Population growth
will increase pressure on the Earth's ecosystems and lead to resource scarcity.
Through urbanisation, more people
will be exposed to localised pollution
and consequent health problems. This
in turn will lead to even stricter emissions requirements. At the same time,
urbanisation will enable society to be
more energy efficient.

SOURCE: THE ARCTIC INSTITUTE

Figure 17: Water withdrawals per sector, 2000-2050
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2030
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According to the Fifth Assessment Report
of the UN's climate panel, the IPCC, significant climate changes will be visible
over the next century, some of which are
already in evidence. The increase in the

global average temperature in the period
2015-2035 is estimated to be between 0.3
and 0.7 degrees Celsius; the average Arctic
ice cover has declined every decade since
1979; the seas are becoming more acidic
now that approx. 30% of global CO2 emissions are absorbed and dissolved in the
sea; there is an increased risk of drought
in areas that are already dry, for example
the Mediterranean, South-Western USA
and Southern Africa. Some ecosystems,
sectors and regions will be hit harder by
climate change than others, for example
low-lying coastal areas due to a rise in sea
levels and the increased risk of extreme
weather events.

Lack of water and resources
As well as climate change potentially
affecting access to food, water and energy,
population growth and altered consumption patterns will lead to further pressure
on ecosystems and resources. A lack of
water is already a major problem in many
regions, and increased water demand will
reinforce this trend. For example, agriculture uses 70% of global fresh water resources, with meat production accounting for
a large proportion of this. A larger global
middle class with new eating habits will
increase global demand for meat. At the
same time, water demand in many urban
areas will exceed local water resources.

More stringent environmental
requirements
In addition to the necessity of better
managing water resources to meet
increasing needs, pollution of water
sources and a deficit of clean drinking
water will be a growing challenge in the
years ahead. In 2030, it is expected that up
to 8% of the world's population will lack
clean drinking water and up to 28% of the
population will lack sanitation facilities.
Atmospheric pollution will probably
become a greater challenge in future,
especially for urban areas. Growth in
coal-fired power and the transport sector will reduce air quality, in particular
due to higher levels of particles and
ozone at ground level. This problem
will increase up to 2030, and in most
developing countries it is anticipated
that atmospheric pollution will exceed
the recommended WHO thresholds
for many decades ahead. In addition to
health problems, atmospheric pollution
also causes environmental harm notably
through acidification of water and water
courses and damage to forests and crops.
The health and environmental difficulties
will gradually worsen in step with climate
change. This applies in particular to areas
that have low adaptability, typically in
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NOx emissions (millions of tonnes NOx/annum)

Figure 18: NOx emissions from international shipping 1990–2050
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Figure 19: SOx emissions from international shipping 1990–2050
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As a result of the environmental and climate challenges, the maritime industry
will face increasingly stricter demands
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CO2 emissions (millions of tonnes CO2/annum)

Figure 20: COx emissions from international shipping 1990–2050
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low-income countries. These challenges
necessitate more stringent environmental requirements, including in countries
where economic growth is currently the
first priority.
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Reduction potential

For shipping, this means reducing emissions of greenhouse and sulphur gases,
NOx and soot particles and avoiding
transferring alien organisms to vulnerable ecosystems in ballast water – from
one continent to another. The industry
works proactively on regulations within
these areas on emissions reductions and
energy efficiency. The IMO has adopted
regulations that will lead to cleaner and
more expensive fuel, more energy-saving
ship hulls and cleaner ballast water. Combined, these will make global intercontinental transport more eco-friendly and
energy-efficient.
Existing and forthcoming regulations for
international shipping cover, for example, emissions of nitrogen oxides (NOx),
sulphur oxides (SOx) and CO2, as well
as ballast water and ship recycling. For
the longer term, the IMO is discussing
new requirements covering areas such as

Figure 21: Price trends for marine fuel and natural gas
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soot emissions, fouling of ship hulls and
underwater noise.

enhanced regulations for CO2 emissions
will develop. There is particular interest
in the IMO's efforts to establish an MRV
system for monitoring reporting and verifying CO2 emissions from shipping. This
measure will help promote awareness
and knowledge about the extent of CO2
emissions while obtaining up-to-date
empirical data as a basis for arriving at
a definitive system for managing CO2
emissions. In the longer term, this will
provide stimulus for a more eco-friendly
and energy-efficient global fleet.
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maritime fuel mix leading up to 2030.
A substantial proportion of ships currently use heavy fuel oil as bunkers.
From 2020, there will be a global requirement for reduced sulphur emissions
from ships. It will then no longer be
permitted to use heavy fuel oil with a
sulphur content higher than 0.5% unless
the vessel is equipped with an onboard
exhaust scrubber. The strictest sulphur
limits of 0.1% will apply in special Emission Control Areas (ECA), such as in
the North Sea, Baltic Sea and the USA/
Canada, with effect from 2015.
This will increase demand for highergrade bunkers, i.e. distillates. Combined
with higher energy prices, this will raise
the average price of fuel. Within overseas
shipping, there is reason to believe that
the use of distillates will increase considerably. For ships which are more than
10-15 years old when the global sulphur
regulations come into force, distillates
are probably the most appropriate solution. There is also expected to be extensive use of distillates in the offshore segments, especially in the North Sea and
the Gulf of Mexico which are situated in
ECAs. A large proportion of the vessels
in the offshore fleet in the North Sea have
however already been using low-sulphur
distillates for a number of years.

Emergence of LNG as a fuel
LNG for ship propulsion is expected to
be available globally from 2020 and bunkering infrastructure will then no longer
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be an obstacle to the use of LNG on ships.
Today there are nearly 50 LNG-powered
ships in the world and this number is
expected to have doubled by 2018. After
2020, environmental requirements will
spur further use of LNG. Norwegian
shipping has a very extensive lead in
this field, with around 80% of all current
LNG-powered ships being Norwegian.
The rescinding of Norway's exemption
from the EU Gas Directive in April 2014
will allow competition in the Norwegian LNG market to be opened up and
hence encourage the prevalence of gas
propulsion for ships in both Norway and
Europe. Genuine competition must be
established to trigger the potential for
significantly more competitive LNG
prices. In the first instance, LNG will
be of relevance for newbuilds, but the
conversion of existing ships may also be
appropriate if LNG is favourably priced
compared with the alternatives.
A number of short sea and North Sea
offshore vessels currently use LNG and
the number is expected to grow substantially in the next few years, driven
by environmental regulations, price and
increasingly improved availability.
There are also reasons for assuming that
the use of LNG will increase noticeably in
deep sea shipping. Here, it is believed that
LNG will be a competitive alternative to
heavy fuel oil and exhaust scrubbers for
recently built ships and newbuilds.

Biofuel and batteries becoming
more pertinent
A number of shipping companies are
experimenting with biofuels in order
to meet the sulphur requirements in
ECAs. The most promising biofuels for
ships are currently biodiesel, methanol
and vegetable oil. There are however, a
number of challenges to resolve here
too, such as questions concerning net
energy losses, greenhouse gas savings in
terms of total lifecycle cost and conflicts
with food production and other land use.
The extensive use of biofuels in shipping
depends on price, incentive schemes
from the authorities and availability.
Biofuel is expected to be more attractive
for short sea shipping because it can be
based on local access to biomass.

Figure 22: The Arctic Region: Probability of the presence of at least one undiscovered oil and/or
gas field of more than 50 mmboe
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SOURCE: GLOBAL DATA (2011, OCTOBER), OIL & GAS EXPLORATION IN THE ARCTIC REGION
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Electrification using lithium-ion batteries is a global trend that has been underway for many years, and across sectors
such as consumer electronics and electric
vehicles. This has led to sharply declining battery prices and increasing energy
density. Batteries will be able to change
short sea shipping, offshore activities and
the maritime industry, and leading up to
2030 we will see more battery and battery
hybrid operation of ships driven by the
need for energy efficiency and conversion
to renewable energy.

The Arctic – a region in growth
Energy extraction offshore and the opening of passages in the Arctic due to climate change are already yielding opportunities for the maritime industry. The most
relevant and most immediate of these is
the exploitation of natural resources. This
activity imposes new demands on a range
of maritime services and infrastructure.
There are a number of geopolitical challenges relating to activity in the Arctic.
The USA, Canada, the EU, Russia and
China all have interests in the region.
There continues to be broad agreement
that UNCLOS, the UN's Law of the Sea
Convention, clarifies the rights, responsibilities and obligations in Arctic sea and
coastal areas, but conflicting interests in
the years up to 2030 could conceivably
challenge this.
Resource extraction in the Arctic is a
topic receiving much attention, not least
against a background of environmental

ICT changes interaction "Clockwise from left: Unmanned ship bridge. Daylight and IR cameras. Autonomous engine room. Satellite connection.
Onshore control centre. Meeting room control, for pilotage etc. Manoeuvring and automatic collision prevention. Unmanned, autonomous ship."

SOURCE: TEKNISK UKEBLAD

concerns and geopolitical interests. The
exploitation of resources in the Arctic has
already created a new market for offshore
activities. Although operations in the
Arctic offer commercial opportunities,
there is a series of operational, technical,
environmental and political challenges
linked to activity in this region.
Oil and gas companies operating in the
Arctic will be subject to close supervision, and strict environmental and safety
requirements will be imposed on subsuppliers. This creates opportunities for
the offshore companies which are at the
forefront of these fields.
Energy extraction in the Arctic will
create a new market for oil and gas tankers. Trans-Arctic passage-making may
potentially create new commercial opportunities for deep sea shipping although
this involves many operational difficulties especially on the infrastructure side.
For short sea shipping, offshore energy
extraction will be one important driver,
but increased commercial activity, for
example mineral extraction, will provide
opportunities. In this context, short sea
shipping is a relevant participant offering
the freight of goods in and resources out.
There are risks and uncertainties associated with activities in the Arctic, such
as extreme weather conditions, including sea ice, cold, dark and icing, navigational difficulties, safety and emergency

preparedness infrastructure, and the cost
of support functions, such as icebreakers.
The Arctic also has particularly vulnerable nature and ecosystems with slow
recovery times. The IMO is currently
developing a supplement to existing
regulations for ships which apply to
operations in Arctic waters, the Polar
Code. The objective of the regulations
is to better equip shipping to meet the
challenges in these areas. Safe activities
in the Arctic will make great demands on
technology and competence.

New technologies –
new interactions
1 4

Developments in information and communication technology (ICT) will continue in the years ahead, both in industry
and society in general. In 2013, it was
estimated that around 40% of the world's
population had internet access, compared
with less than 20% in 2003. In trade and
industry, this trend is enabling smarter
working, while also requiring access to
different types of skills. The trend will
also present new challenges relating to
security, misuse and failures. According
to the National Security Authority, the
number of serious hacking attacks against
Norwegian companies has more than
doubled in the last three years.

43

Future ship bridge - Ulstein Bridge Vision

SOURCE: ULSTEIN GROUP

New technological convergence
Economic growth in the low and middle
income countries and increasingly lower
production costs and prices will entail
continued ICT developments in which
more and more devices are connected
to the internet and to each other. There
are currently 12 billion devices, including
computers and smartphones, connected
to the internet. In the next decade, there
are expected to be three billion new users
of such devices.
It is no longer just traditional equipment
that is internet-enabled. Sensors gather
data from the physical environment, machinery, systems and people, and can be
controlled over the internet. This offers
many opportunities for remote control,
but may also cause serious major security
breaches through incorrect use or unauthorised access.

New technologies permeate our
day-to-day lives
In the years leading up to 2030, ICT will
increasingly be used to design products,
support work processes and optimise
supply chains. Software will be integrated into more and more products in
order to control systems and machinery.
In many cases, it will be made impossible
to override systems manually, so as to
prevent human error.
ICT will also often come to replace
people in various work processes.
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This trend will be evident within knowledge-based activities – for example,
activities involving the monitoring and
analysis of large volumes of data.

What is "correct" information?
The volume of data in the world will double every two years for the next decade.
At the same time, processing power will
continue doubling every 18 months. New
data formats and processing models
will make it possible to save and analyse
increasingly larger volumes of data in
shorter periods.
Advanced analyses of large data sets give
companies the opportunity to manage
and streamline activities and equipment
at a detail level and share information
in real time. One challenge will be to
collect and analyse the "correct" data.
This may be highly significant in areas
such as industry, the health services and
infrastructure where the information in
large data volumes can be utilised. Businesses will want to use such analyses to
understand their customers more precisely and offer more tailored products
and services.

A sea of information
Developments in ICT are creating
huge opportunities for society, but also
making us more vulnerable. The use of
many different devices and data storage
methods creates multiple surfaces for
data attack and abuse. Data and network

security will become increasingly more
important. The IT consultancy Gartner
estimates that by 2020 as much as 75%
of sensitive business data will be inadequately protected, but there will be
general acceptance that not all sensitive
information can be protected. Data protection is expected to be concentrated on
a small proportion of especially sensitive information and wide access will be
available to the rest of the information.
More complex control systems will also
be vulnerable to faults, both in design of
the system and through use.

Technological progress
During the next decades, we will see
major changes in the maritime industry in respect of the development and
use of new technologies. The industry
will adapt itself to forthcoming environmental requirements and regulations,
market changes and the expectations of
different stakeholders.
The technologies in question range
from automation and improved humanmachine interaction, energy-efficiency
gains from, for example, ship design,
machinery and propulsion systems,
alternative energy carriers, and cleaning
technologies for reducing emissions of
sulphur oxide particles and NOx, and
living organisms in ballast water.
The development of more new technologies on board will make system integration increasingly more important. It is a

challenge for today's naval architects and
shipyards to acquire this competence
themselves, and this will provide market
opportunities for more system-integration specialists.
Uncertainty concerning new regulations is currently making both shipowners and equipment suppliers more
cautious in their investment decisions.
This uncertainty is set to continue over
the next decades. New technology on
board will also make new demands on
the competence of ships' crews. Here
the trend will be towards more robust
systems and advanced software on board
and onshore, in addition to better crew
training.

Increased openness and social
responsibility
New solutions in ICT have altered the
dynamic around information sharing,
and the maritime industry will be subject to steadily increasing interest by the
public sector up to 2030.
The trend shows that increasing numbers of maritime industry companies
are highlighting their corporate social
responsibility and establishing strategies for implementing and reporting
on CSR. As a member of Transparency
International, the Norwegian Shipowners' Association wishes to contribute to
greater openness in the industry.
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The Norwegian Shipowners' Association
and a number of our members are participants in theUnited Nations Global
Compact and base their CSR activities
on the Global Compact's 10 principles.
Human rights, the environment, labour
and anti-corruption are the four pillars
of CSR activities.
The maritime industry will also face
greater demands for company information that is documentable and verifiable,
from the public sector, from investors
and from customers reacting to pressure from their own customers. More
charterers are committed to eco-friendly
and sustainable transportation of their
products and assess this aspect during
the contract phase. In addition, investors
have become more conscious of climate
risks and how these and other factors can
affect the bottom line.
Initiatives like the Global Reporting Initiative and Carbon Disclosure Project
promote more and better reporting, and
it may be expected that the reporting of
data on parameters such as greenhouse
gas (GHG) emissions will be the norm in
the near future. The MRV (monitoring,
reporting and verification) system for
CO2 emissions will help boost increased
transparency. Internationally, various
actors have started facilitating this type
of reporting by collecting and publishing annual CO2 emissions as statistics
or reports. Within Norway, a number of
shipping companies have formed an alliance to that end, on their own initiative,
in a so-called FRAM project. Specifically,

this involves establishing a common
system for reporting GHG emissions
from the Norwegian fleet, in addition
to a targeted system to improve energy
efficiency. Such initiatives, in themselves, help raise awareness and knowledge
about this topic.

Life on board is changing
Developments in technology will have
a great impact on life at sea. In the
years up to 2030, increased use of ICT
on board will change seafarers' roles
and competence requirements, with
more emphasis on electronics and
software-based control. Sensors and
new software-based control systems will
lead to increased automation on board.
Developments have already produced
unmanned engine rooms and will also
enable unmanned ships.
Performance management will be more
important for optimising vessel operations and meeting customers' and the
authorities' reporting requirements. We
will see a switch from manual measurements and logging of information to
automated measurements. Data volumes
on board will increase, from both sensors
and other sources such as meteorological data and the status of the hull and
machinery. Specialised software will be
able to perform the necessary analyses
and provide decision support or make
autonomous decisions without human
involvement. In 2030, details of a ship
and its operation may be accessible from
anywhere and at any time.
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Seafarers will need to raise their competence levels for managing such systems
and, to a large extent, they will become
system operators. The crew on board
will also be able to receive support from
shoreside employees who can monitor
and control equipment on board and
control operations remotely. In this
respect, the offshore segment is already
well advanced, in its use of unmanned
underwater vessels. Automation and
decision support will be able to reduce
accidents caused by human error. For
low-intensity processes in particular, on
both ships and rigs, this may increase
safety, in situations where people are apt
to become less attentive over time when
performing routine tasks.
Advances in ICT on board may make
work processes more efficient, with a
greater degree of digital documentation
and information sharing. The land-based
organisation will be able to employ more
advanced data analyses of ships and
operations, and work more closely with
other logistics-chain participants. Shipping will be able to offer more specialised
solutions for the individual customer.
E-navigation also retains a large, unexploited potential.
Broadband access will the norm for
most ships and will improve the lives of
crew on board, with better opportunities
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for contacting family, friends and the
outside world in general. There will be
a pervasive need to attract competent
crew members. There will be strong
competition to employ the best talents.

More advanced vessel designs
ICT developments will also produce
new opportunities for more advanced
vessel designs.
In the year 2030, most deep sea ships
will probably not look very different
from how they look today. In the main,
developments will employ familiar solutions and technologies such as improved
hull shapes, more efficient machinery
and increased heat recovery. The trend is
also towards larger ships. The widening
of the Panama Canal will allow access to
larger vessels, but size restrictions will
continue to apply in many ports.
For short sea shipping, the development
of more advanced vessel designs and
energy efficiency holds great potential. The short sea fleet currently has a
high average age and there are considerable potential efficiency gains from
renewing the fleet with new vessels or
implementing new technology, especially in cargo handling, machinery and
propulsion solutions.

More efficient logistics
In the years leading up to 2030, we will
see a trend for more efficient port operations and systems for managing this.
By using more advanced data analyses
of ships and operations, and enhanced
use of electronic data sharing, shipping
will be able to cooperate with other stakeholders to optimise the logistics chain.
With its frequent port calls, short sea
shipping could benefit greatly from
implementing electronic solutions for
efficient port operations. This could
improve short sea shipping's competitiveness compared with land-based
transport options, for example through
reduced transshipment times.

The offshore segments are leaders
in the use of new technology
The offshore segments are, and will
remain, leaders in the implementation
of new, innovative technology, primarily due to high functional and reliability requirements deriving from the oil
companies. Progressive trends in ICT,
for example linked to the use of sensors
and data modelling for troubleshooting,
diagnostics and optimised operations,
will probably have the greatest impact
in these segments.

The subsea operations segment has been
a leader in remote controlling systems
from onshore, and further developments
are anticipated in this field. System integration and optimisation of machinery
will yield considerable efficiency gains in
offshore services and rigs, where machinery is currently often run suboptimally.
In this segment, hybrid solutions and
batteries are also likely to make a great
breakthrough in the market.

New types of contracts
In the offshore segment, where only a
few shipping companies cover their fuel
costs themselves, but where most are
responsible for technology investments,
documentation of fuel consumption
will be valuable. Fuel savings resulting
from energy efficiency measures will
provide new opportunities in negotiations between shipping companies and
contracting parties. This will be a natural
outcome of the trend towards more data
access and greater transparency. The
industry is already discussing new types
of contract that take this aspect into account. This development will create new
incentives for investing in fuel-saving
measures on offshore vessels.
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The Norwegian-controlled foreign-going fleet is growing
Figure 23: Growth in the Norwegian foreign-going fleet,1 January 2004 to 1 January 2014
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Norway has one of the world's largest
and most modern overseas fleets. We also
have one of the world's most advanced,
specialised and diversified fleets. During
the past decade, the Norwegian foreigngoing fleet has expanded by nearly 150
ships, even though carrying capacity
measured in total deadweight tonnage
has fallen somewhat. This is because
old, large ships in the fleet have been
replaced by new, more advanced ones.
Many of the new ships incorporate high
technology. They are designed to handle
difficult operations and not to maximise
cargo capacity. Looking at the trend in
the last two years, it is however interesting to note that the Norwegian fleet
is now growing both in vessel numbers
and in deadweight tonnage.

2004

2 1

SOURCE: THE NORWEGIAN SHIPOWNERS’ ASSOCIATION

About the statistics: The Norwegian Shipowners’ Association maintains statistics on the
Norwegian-controlled foreign-going fleet. The parameters for the statistics are as follows:
Ships registered in the Norwegian Ordinary Ship Register (NOR), and engaged in foreign trade.
All ships registered in the Norwegian International Ship Register (NIS).
Ships sailing under a foreign flag and in foreign trade which belong to Norwegian-controlled
shipping companies defined as 50% or more Norwegian-owned.
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Milliarder kroner
Figure 24: Growth in the Norwegian offshore fleet, 1 January 2004 to 1 January 2014
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In the traditional shipping markets such
as dry bulk and oil, the fleet has declined
in size whereas the Norwegian offshore
fleet and chemical tanker fleet have
grown. In the last decade, the offshore
fleet alone has grown by 70%, measured
in number of ships. The Norwegiancontrolled offshore fleet is the world’s
most modern and its second largest after
Norge
the USA. The chemical tanker fleet has
Romania
grown by 13% in the same period.
The
Japan
car carrier segment has also grown
over
the same period.
Spania

SOURCE: THE NORWEGIAN SHIPOWNERS’ ASSOCIATION

Figure 25: Composition of the Norwegian foreign-going fleet, 1 January 2014
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The present composition of the Norwegian foreign-going fleet shows that
offshore service vessels comprise the
largest group – and the only one with a
significant number of ships in the Norwegian Ordinary Ship Register (NOR).
The second largest group, smaller dry
bulk vessels, is dominated by foreignflagged ships.

SOURCE: THE NORWEGIAN SHIPOWNERS’ ASSOCIATION
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Figure 26: Growth in the Norwegian foreign-going fleet by flag
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Figure 27: Norwegian foreign-going fleet under foreign flags, 1 January 2014
By flag – number of ships
250
200
150
100

Cook Island

Liberia

Denmark (DIS)

Faeroes

Other flags (25)

SOURCE: THE NORWEGIAN SHIPOWNERS’ ASSOCIATION

St. Vincent

Netherlands

Brazil

Cyprus

UK

Panama
Barbados

Gibraltar

Marshall Island

Malta

Isle of Man

0

Bahamas

50

Singapore

The Norwegian International Ship
Register (NIS) now counts 540 ships,
whereas in 2004 there were 720 in the
register. This is a decline of nearly 200
ships over a decade. The number of vessels in the Norwegian Ordinary Ship
Register (NOR) is at the same level as
it was ten years ago. Ships in the fleet
sailing under foreign flags (foreign registers) have increased from 669 to 1,021
since 2004, which is an increase of 50%.
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Ten years ago, nearly 60% of the Norwegian-controlled fleet sailed under the
Norwegian flag. This has changed considerably, in that today the proportion
of Norwegian-flagged vessels is down
to 43%. Measured by DWT (deadweight
tonnage), the proportion of Norwegian
flaggings is somewhat higher at 48%.
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The average age of the Norwegian foreign-going fleet as a whole has fallen by
nearly three years since 2007. This must
be viewed in the context of a comprehensive fleet renewal. The age of vessels
on the NOR in particular has fallen due
to deliveries to what is now one of the
world's most modern and advanced offshore fleets. The average age of vessels
on the NIS has also fallen due to investments in new ships. In addition, large, old
tonnage has been re-flagged which has
also affected the age of the Norwegianflagged fleet.

Figure 28: Trend in average age of Norwegian foreign-going fleet
By gross tonnes
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SOURCE: THE NORWEGIAN SHIPOWNERS’ ASSOCIATION
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Figure 29: Norwegian-controlled rigs by type, 1 January 2014
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Figure 30: Norwegian-controlled rigs by area of operation, 1 January 2014

Over recent years, the Norwegiancontrolled rig fleet has remained stable
and currently numbers 60 units. More
than 90% of the rigs are engaged in
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Table 3:
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7%

10 %
33,5 %

11,5 %
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21,5 %

Asia
Norway

16,5 %

SOURCE: THE NORWEGIAN SHIPOWNERS’ ASSOCIATION
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Figure 31: Trend in Norwegian-controlled contract volume for ships
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Figure 32: Norwegian-controlled contract volume by year of delivery
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At 1 January 2014, Norwegian overseas
shipping companies had 143 ships on
order. This is a slight increase over the
previous year. 2008 was a new record year
in terms of Norwegian shipping companies' orders, with 378 vessels on order.
Although this volume has fallen in recent
years, it remains higher than a decade ago.
The total value of orders as at January 2014
was NOK 75 billion. In terms of value, this
is higher than at the start of 2011, 2012 and
2013. Half of the ships currentlyNorge
on the
order books are to be delivered within
the
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current year, while around 35% of them
Japan
are to be delivered in 2015.
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Figure 34: Norwegian-controlled contract volume
at Norwegian shipyards, 1 January 2014
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Figure 35: Norwegian-controlled contract volume, 1 January 2014
By ship type
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Of 143 ships on order, 79 are not offshore
service vessels. Among these are ships
specially designed for carrying gas, chemicals, cars and other varied freight.
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45% of Norwegian ship orders consist of
offshore service vessels. Of these, 65%
are to be built in Norway. The maritime
cluster at Møre is renowned as a world
leader in advanced offshore vessels and
many of the ships will be built by the yards
here. In this way, Norwegian shipping
companies contribute to value creation
in many small local communities where
shipyard and equipment suppliers are
dominant businesses.
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Figure 33: Norwegian-controlled contract volume, 1 January 2014
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Figure 37: Norwegian-controlled contract volume
Rigs by type
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At the start of 2014, Norwegian rig companies had 17 rigs on order, worth NOK
54 billion. This is at the same level as the
previous year. Of these 17 rigs, six are to
be delivered in 2014, six in 2015 and four
in 2016 or later.
All the rigs are being built in Asia, most
of them in South Korea. Based on these
figures, the Norwegian rig companies
Norge
seem to be continuing to position
themselves for further growth. A number
Romania of
the rigs already have contractsJapan
for work
on the Norwegian Continental Shelf.
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Figure 36: Trend in Norwegian-controlled contract volume for rigs
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Figure 38: The Norwegian fleet's share of the global fleet
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Figure 39: The world's largest shipping nations ranked by market value
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When measuring a maritime industry's
international position, it was usual to
base this on cargo capacity, measured
by deadweight tonnage or gross tonnage.
For many years, using this metric,
Norway was the third largest shipping
nation, after Japan and Greece. China
and Germany outranked Norway some
years ago and Norwegian-owned shipping companies now control the world's
eighth largest fleet – measured by gross
tonnage. But cargo capacity may present
a distorted view of a maritime industry's
international position, for several reasons. The most important is that the size
of the fleet provides limited information
about its composition and value. The
Norwegian fleet consists increasingly
of specialised, high-cost vessels that
have not necessarily been designed to
maximise freight volumes but to perform
advanced operations.
Business analysis firm Menon Business
Economics, under commission from the
Norwegian Shipowners’ Association, has
estimated the value of the world's fleet
by calculating its value each year on the
basis of newbuild costs within different
vessel segments, adjusted for the fleet's
age and size.
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By value, the Norwegian foreign-going
fleet ranks fifth in the world after Japan,
Greece, Germany and mainland China.
The USA is close behind with an almost
identical fleet value.

Figure 40: Market value of the Norwegian fleet 2001-2013 by segment

USD billions

The eight segments shown are broken
down into six types of freighter and two
types on the operational side. The six
freight categories are chemicals, crude
oil, dry bulk, containers, liquefied gases
(LPG and LNG) and a combined freighter category including ro-ro and other
smaller categories. The two operational
categories are an overall category for offshore and a combined category for other
operational vessels, including research,
dredging, towing, fishing etc.

SOURCES: MENON/IHS

The composition of the Norwegian fleet
has gradually changed in recent years,
which is clearly shown in its valuation.
The segment with the largest growth is
offshore service. This growth has helped
treble the value of the fleet.
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The
maritime

outlook 2014
Figure 41: Maritime value creation and the industry's share of
Norwegian trade and industry, 2004-2012
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The maritime industry in Norway is a
global, competence-based industry with
local clusters and individual companies in
towns and communities along the entire
Norwegian coast.
Norwegian maritime companies and
knowledge organisations are responsible
for a whole series of innovations in, for
example, vessel design, propulsion systems and financial services. A capacity
to restructure and innovate has produced Norwegian enterprises which are
world-leaders in a broad range of maritime domains: ship financing, dynamic
positioning systems, vessel equipment
design and freighting of chemicals to
mention just a few.
Maritime activities are becoming increasingly knowledge-based. A number of
processes are enabling this. Firstly,
maritime companies play key roles in
the tremendous technology advances
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in the oil and gas industry. Shipping
companies, equipment manufacturers,
shipyards and service providers all play
their part. Specialised vessels, positioning
systems and control systems are examples
of areas where the Norwegian maritime
industry is taking the lead. Secondly,
shipping is increasingly one factor in
complex international logistics systems,
which require advanced databases, monitoring systems and communications.

65

About the survey:
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15%
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Offshore shipping
Drilling
companies
and production
companies

Short sea shipping – essentially the
same segments as for deep sea, except in
regional freight trade in Europa, as well as
passenger ships on international routes
Offshore service – supply vessels,
anchor handling vessels, construction
support vessels, seismic and other
offshore-related specialist vessels and
subsea contractors
Offshore contractors – rigs, drill ships
and floating production, storage and
offloading (FPSO) vessels

Figure 43: Exports from the maritime industry and the industry's share of overall Norwegian
exports (excluding petroleum products)
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Deep sea shipping – tankers, dry bulk,
LNG, chemicals, containers, cargo and car
carriers in international trade

Short sea
shipping

Annual growth (2004–2012)

Value creation 2012

Four shipping company groups are included in the 2014 maritime outlook report.
These are divided up as follows:

Deep sea
shipping

Annual growth (2004-2012)

50 000 000

2012

Share of Norwegian exports

The survey was carried out between 15
January and 13 February. In all, the responses of 93 shipping companies are included
in the figures presented in this year's
maritime outlook report.

Figure 42: The shipping companies' value creation by sub-group, and growth in value creation of
these sub-groups from 2004 to 2012.
Value creation 2012 (NOK bn)

In 2014, as in the preceding year, the Norwegian Shipowners' Association conducted
a survey among its members. The Maritime
Outlook Report for 2014 is based on this
survey, as well as statistics from our own
databases and on the value-creation analyses of Menon Business Economics (Menon).
In the survey, the member companies were
asked about KPIs such as turnover and operating results, global driving forces for their
activities, growth markets, employment and
access to skills and capital.

Norwegian enterprises are key here too.
Thirdly, increasingly stringent requirements are being adopted for safety and
the environment, which is leading to
continuous technological improvement
in, for example, vessel design, propulsion
systems and ballast water management.
In 2012, the maritime industry's overall turnover was NOK 456 billion and
it employed 105,000 people in Norway.
This is double the turnover of NOK
215 billion in 2004 and an increase in
employment of 30%.
The industry created value to the tune
of NOK 160 billion in 2012, up 14% over
the previous year. Value creation in the
maritime industry has never been higher
than it is now. The industry's share of total
value creation in the Norwegian economy,
excluding the oil companies, is 11.5%.
Norwegian shipping companies accounted for NOK 96 billion of this, with
extremely strong growth in 2012, up
from NOK 78 billion in 2011. This rise
in value creation can essentially be ascribed to the offshore service companies
and offshore contractors.
The Norwegian maritime industry is
strongly positioned in markets around
the world. It exported goods and services
worth NOK 220 billion in 2012. Excluding petroleum products, this represents
more than one-third of Norway's total
exports. The maritime industry is confirming its position as Norway's secondlargest export industry after petroleum.

For comparison, the value of exports from
the maritime industry is four times that
of the seafood industry.
Around 60% of exports from the maritime industry are generated by the shipping companies. The deep-sea shipping
companies generate the largest export
revenues and account for more than half
of the amount, at NOK 70 billion, which
corresponds to 13% of Norway's total
exports of goods and services (excluding
oil and gas exports). In other words, traditional shipping continues to play a key
role in Norway's balance of payments.

Expertise,
productivity and wages
are closely linked
3 2

Average wage costs per employee in the
maritime industry (including employers' contributions and pension costs) in
the period 2010 to 2012 came to NOK
810,000. Elsewhere in the Norwegian
economy, wage costs were NOK 500,000
per employee.
In other words, the wage level was more
than 60% higher than the Norwegian
business average, which indicates that
expertise and productivity per employee
are also very high. High wage costs and
value creation also mean that tax revenues
from the sector are far higher than might
be predicted from the number of employees. Under the progressive tax regime in
Norway, tax revenues from wages are
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Higher turnover and
greater profitability
3 3

Figure 44: Value creation and wage costs per employee – maritime industry compared with
Norwegian trade and industry. Average (2010-2012).
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80% higher per employee in the maritime
industry than elsewhere in private sector
business. In the next section, we show
how this difference is calculated.

The authorities' tax revenues
from the maritime industry
Wage costs in the maritime industry in
2012 came to NOK 90 billion, while in the
whole of Norwegian trade and industry
they were NOK 998 billion. In other
words, the maritime industry accounts
for just under 10% of business wage costs.
The industry's contribution to national
and local taxes is however far higher than
this percentage might suggest. This is
because wage costs per employee in 2012
were approx. NOK 840,000 in the maritime industry, while in the rest of trade
and industry were only NOK 530,000 per
employee. These figures include employers' contributions and pension costs.

68

Total turnover generated by
Norwegian shipping companies is
expected to increase by 6% in 2014
Total turnover for the Norwegian
shipping companies in 2012 was NOK
230 billion. Figures from the marine
outlook report show that the shipping
companies increased their turnover by
8% in 2013, to NOK 250 billion. This is
somewhat less than the shipping companies themselves estimated. In 2013,
the
Norge
industry anticipated growth in turnover
Romania
of a full 9.9%. Total turnover for the
Japan
deep-sea companies fell by 1% in 2013,
Spania
despite many of the companies in
this
group achieving increased revenues.
Vietnam
At a more moderate growth of 6% this
year, expectations are not so optimistic
as in 2013. It is estimated that in 2014
turnover will end up at NOK 265 billion. In calculating turnover and growth
in turnover, only shipping companies
engaged in foreign trade are included.
If domestic (coastal) shipping were also
included, total turnover would be NOK
280 billion.
In this year's survey, around 70 per cent of
the shipping companies responded that
they are anticipating growth in 2014. As
in 2013, 40% of these expect growth of
between 1% and 10%, while the remaining
60% are more optimistic and are estimating a rise of more than 10% in 2014.

Most growth expected among the
offshore service companies
All the shipping company groups predict
growth in 2014, but there are considerable differences in estimates between the
groups. The offshore service companies
have the highest turnover expectations,
at 9% growth. The expected growth is
however much lower than was seen in 2012
and 2013, at 23% and 18% respectively. For
the offshore contractors, expectations are
significantly lower, at 2%, a considerable
difference from the 14% growth in 2013.
So far, trends are closely matching market
developments, with falling rig rates. At the
same time, the latest Statistics Norway
estimates show that investment on the
Norwegian Continental Shelf will rise by
7% from 2013 to 2014 and probably end up
at NOK 224 billion. However, the offshore
service company and offshore contractor forecasts herald a change of pace for
petroleum-oriented shipping companies,
which have seen their revenues increase
on average by 15% per annum since 2011.
The deep-sea companies forecasted 6%
growth in turnover in 2013, but ended up
with a 2% fall. There is however generally
mounting optimism in the traditional
shipping markets, and the Norwegian
deep-sea shipping companies are forecasting 6% growth in 2014.

Table 4: Growth in turnover in 2012, 2013 and 2014
Growth in Expected growth in 2013 from the
Estimated
2012 maritime outlook report for 2013 growth 2013

Expected
growth
2013/2014

Short sea shipping

9%

6%

1%

3%

Short sea shipping

2%

6%

-2%

6%

23%

12%

18%

9%

8%

13%

14%

2%

11%

9%

8%

6%

Offshore service
Offshore contractors
Total

SOURCES: NORWEGIAN SHIPOWNERS' ASSOCIATION/MENON

Figure 45: Percentage change in Norwegian shipping companies' turnover from previous
year, including forecast for 2014
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Short-sea shipping is back at a level of
3%, which, since 2010, may be considered
normal growth in turnover.
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Nearly 60% of the shipping
companies' revenues are expected
to derive from petroleum-related
activities
Petroleum-related turnover constituted
as much as 58% of the shipping companies' income in 2013. Compared with
the previous year, this is a rise of 16%, to
NOK 176 billion. Expectations for 2014
are however lower, but the companies still
expect a clear, positive increase of 6%.
In 2013, it was the offshore service companies that had the highest growth in
their petroleum-oriented revenues, of
a full 18%.
15% of the deep-sea companies' revenues
are petroleum-related, primarily from
shipping oil and gas. This section of the
deep-sea group had a 12% increase in revenue in 2013 and is anticipating continued
high growth in 2014 of 10%. Optimism in
the gas market is particularly high.
In the last decade, it is the offshore
segments of the Norwegian shipping
industry that have clearly sustained the
highest growth. While deep-sea revenues barely grew from 2004 to 2013, in
the same period those of the offshore
companies rose by a factor of 4 and
those of the rig companies by a factor
of 5. Meanwhile, the forecasts for 2014
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indicate that non-petroleum-related
shipping company activity will rise by
5%. If the shipping companies' own
forecasts prove correct, this will be the
first year since 2004 in which petroleumrelated shipping has seen lower growth
than international freight shipping.
Table 5: Norwegian shipping companies' revenues
from oil and gas companies and the offshore
supplier industry
Share of
turnover

Growth
2012/2013

Expected
growth
2013/2014

Short sea shipping

6%

4%

5%

Short sea shipping

15%

12%

10%

Offshore service

96%

18%

9%

Offshore contractors

99%

13%

1%

The shipping
companies' total
petroleum-related
turnover

63%

15%

6%

Non-petroleumrelated shipping
company activity

37%

-1%

5%

SOURCES: NORWEGIAN SHIPOWNERS' ASSOCIATION/MENON

Revenues from overseas activities
constituted 64% of the shipping
companies' turnover in 2013
Norwegian shipping companies' revenues from activities in other countries
came to around NOK 165 billion in 2013.
Expectations for 2014 are even higher.
Overseas turnover is expected to rise by
9% to just under NOK 180 billion.

In 2013, growth in the Norwegian
market was higher than in the
foreign markets
The deep sea shipping companies are the
largest contributors, with nearly NOK
80 billion in forecast foreign turnover in
2014. However, revenues from overseas
markets fell in 2013. Foreign turnover is
expected to grow again in 2014.
58% of the offshore service companies'
revenues derive from overseas markets,
i.e. beyond the Norwegian Continental
Shelf. Growth in the overseas markets was
14% in 2013, whereas on the Norwegian
Continental Shelf it reached a full 25%.
Over time, the offshore shipping companies have exhibited a strong trend towards
internationalisation. As a result, close to
60% of turnover is obtained on foreign
continental shelves. Although growth in
2013 was higher on the Norwegian Continental Shelf than it was overseas, there
are reasons to expect that the long-term
trend will be more internationalisation.
This trend also underscores the industry's
international competitiveness.
The Norwegian offshore contractors are
less internationalised than the offshore
service companies. Only 35% of their
revenues derive from markets outside
of Norway. Nonetheless, growth in the
foreign markets in 2013 was extremely
high, at 24%, whereas on the Norwegian
Continental Shelf it was only 9%. Although the offshore contractors predict
much weaker growth in 2014 than in
2013, they are expecting higher growth

internationally than on the Norwegian
Continental Shelf.

Figure 46: Norwegian shipping companies' revenues from markets outside of
Norway in NOK billions
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SOURCES: NORWEGIAN SHIPOWNERS' ASSOCIATION/MENON

The shipping companies are
optimistic, anticipating higher
profitability
To a large extent, the shipping companies' profitability mirrors turnover.
The companies are generally positive
with regard to their own profitability
in 2014. The member companies were
asked if they foresaw a significantly
weaker, weaker, unchanged, stronger or
significantly stronger operating result
in 2014. As many as 92% (91% in 2013)
said that they anticipated a stronger
or unchanged operating result. 7 in 10
companies expect their own operating
result to be higher (stronger or significantly stronger) in 2014 than in 2013.
For comparison, in 2013 only 45% of the
companies were similarly convinced.
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Figure 47: Expectations of operating result trend in 2014 compared with 2013
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In the years up to 2009, profitability
among Norwegian shipping companies
was consistently good. In 2009 and the
following years, operating margins declined markedly. This fall was due to both
the financial crisis and the after-effects
of a very large order book for new ships
prior to the crisis.
• 8% expect a weaker operating result
(9% in 2013)
• 20% expect an unchanged operating
result (46% in 2013)
• 72% expect a stronger operating result
(45% in 2013)
Overall, the offshore service companies
are the most optimistic, while offshore
contractors are least hopeful. 10% of the
offshore service companies anticipate
a significantly better result while 73%
expect a better result. Only 3% of the
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offshore companies foresee a poorer
operating result in 2014. For the offshore
contractors, the proportion responding
'stronger' or 'significantly stronger operating result' is substantially lower, at 50%.
The operating margin (EBIT) for the
companies is around 7%. The deep sea
companies had consistently good earnings from 2000 to 2008, but have seen a
degree of negative profitability in recent
years. In 2012, the operating margin was
back in positive territory, at 1%. The offshore service companies however have
been operating in better markets
and haveBrasil
Norge
accordingly delivered operating margins
Romania
Canada
above 10%, even in the years post-2008,
Japan
Sør-Korea
except for 2011, when it fell to 9%. The
Spania
offshore contractors too have returnedAndre land
Vietnam
operating margins above
10% since the
financial crisis. The short sea companies
have delivered stable operating margins
in the last 6 years, with a high of 8% in
2008 and lows of 3% in 2009 and 2012.

Employment
is increasing
3 4

In 2012, the maritime industry in Norway provided employment for 105,000
people. Of these, 45,000 worked for
Norwegian shipping companies, either
on board ships or in shoreside activities.
The largest increase in employment is
in the shipping companies and among
equipment manufacturers. These figures only include employees in Norway;

employment in Norwegian companies'
overseas activities is excluded.
Norwegian shipping companies operate
in an international market where access
to qualified labour on competitive terms
is decisive.

Norwegian shipping companies
employ a total of 81,000 people

Figure 48: Number of employees divided into 4 categories and by shipping company group
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In this year's survey, the Norwegian
Shipowners' Association asked its members to state the number of employees,
Norwegian and foreign, in Norway and
overseas on 1 January 2014. Combined
with figures from Menon, it has been
calculated that the Norwegian shipping
companies employ a total of 81,000 people. Furthermore, 33,000 of these people,
4 in 10, are Norwegians.
The deep sea shipping companies have
the most employees, some 30,000 people,
of whom 84% are foreigners. They are
closely followed by the offshore service
companies with 27,500 employees,
half of whom are Norwegian. But the
largest share of Norwegians is among
employees of the offshore contractors.
Here, of some 15,000 employees, 72%
are Norwegians. There are a number of
explanations for the high proportion of
Norwegians in the offshore contracting
companies. Not least, the Norwegian
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SOURCES: NORWEGIAN SHIPOWNERS' ASSOCIATION/MENON

Continental Shelf is their main market,
and there are contractual requirements
concerning the Norwegian language.
Employment on ships and rigs totals
67,000. 44,000, or nearly two-thirds,
are foreigners. The deep sea shipping
companies account for more than half
of the foreigners working on board Norwegian vessels.
The total figures also include employees at the shipping companies' offices.
Half of the employees in the offices
are foreigners.
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Labour market
remains tight
3 5

Norwegian shipping companies are
still finding that relevant skills are in
short supply. However, access to foreign
labour is seen as consistently better than
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access to Norwegian personnel. When
asked how the shipping companies
perceive the situation in the Norwegian
labour market, as many as 8 in 10 reply
that the labour market for Norwegian
technical personnel is tight or very tight.
For foreign technical personnel, this
proportion is 37%.

Major differences in the labour
market for Norwegians and
non-Norwegians
The figure demonstrates a large difference in the labour markets for Norwegians and for foreigners. In all professions,
the labour markets are perceived as considerably tighter for Norwegians. The
difference is by far the largest in respect
of ordinary seafarers.
7 in 10 Norwegian shipping companies
consider the labour market for ships'
officers as tight or very tight, but here
too Norwegian employees are in much
shorter supply than relevant foreign
labour. For Norwegian ordinary seafarers, the picture is however somewhat
more optimistic, even though, here too,
a good 1 in 3 companies state that access
to labour is difficult.

Good availability of apprentices
Conversely, the availability of Norwegian apprentices for training positions
is assessed as neutral or good. Only 2 in
10 shipping companies find it difficult
to take on apprentices for training positions. The number of shipping companies stating that foreign apprentices are
in short supply is even lower.

Figure 49: Proportion of Norwegian shipping companies which believe that the labour market
is tight or very tight for the mentioned professions, Norwegian and foreign
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SOURCE: THE NORWEGIAN
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As for the labour market for onshore
personnel, the shipping companies do
not consider it problematical to find
foreign employees. The impression is
either neutral or one of satisfaction with
the level of availability. The situation is
somewhat different as regards Norwegian onshore personnel. 35% and 12%
of the shipping companies think that
access to onshore personnel is respectively tight or very tight. The situation
for ordinary seafarers is much the same:
the shipping companies say that access
to foreign ordinary seafarers is either
unchanged (neutral) or good.
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Figure 50: Proportion of Norwegian shipping companies planning to reduce or increase staffing
levels in 2014
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A majority will increase staffing
levels in 2014
Økning
Reduksjon
A majority of the shipping companies
have plans to increase staffing levels in
2014, while a few have plans for reductions. At the same time, the labour market is seen as tighter than last year.

In answer to the question on whether
the shipping companies have planned
-20,000000%
-10,909091%
-1,818182%
7,272727%
16,363636%
25,454545%
34,545455%
43,636364%
52,727273%
70,909091%
changes
in61,818182%
staffing
levels in 2014, 3 in 5
say they have plans to increase staffing
while 8% say they will be reducing the
number of posts.

Landansatte (norske)

Landansatte (utenlandske)
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It is also noteworthy that50as many as
three-quarters of shipping companies
plan to increase the number0 of2008
training
2009
positions, both Norwegian and foreign
ones. For comparison, hardly any shipping companies have plans to reduce the
number of training positions. In addition, it is apparent that a large proportion
of the member companies, 40%, wish to
take on more technical personnel in 2014.
Beyond this, it is difficult to see any clear
patterns among the shipping company
groups in respect of staffing changes in
Norge
2014. However, we can observe that more
Romania
petroleum-related shipping companies
Japan of
are planning to increase the number
foreign training positions and Spania
foreign
onshore employees than are the
nonVietnam
petroleum-related companies.
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For the vast majority of professional
categories, the short sea shipping
companies are the most optimistic
with regard to access to skilled labour.
The short sea shipping companies find
the labour market for seafarers to be
less tight than do the other segments,
except as concerns foreign ordinary
seafarers. Here, the short sea shipping
companies, and indeed also the offshore
service companies, find access more difficult than do the deep sea companies
and offshore contractors. With regard
to technical personnel, the short sea
companies take a positive view of the
supply of foreign labour while that of
Norwegians is seen as more difficult.
The offshore contractors are more
widely of the view that the labour market
for Norwegian technical personnel is

Onshore
employees
(foreign)

Onshore
employees
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Technical
personnel
(foreign)

Technical
personnel
Norwegian

Much
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Ordinary
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(foreign)

No
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Short sea shipping companies
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labour market

Much
better

Officers
(foreign)

By comparing this year's results with
last year's, we observe that this year the
shipping companies are assessing the
labour market and access to competence
as more difficult. This applies to both
ships' officers and ordinary seafarers,
and to Norwegian and foreign employees alike. However, access to technical
personnel is more or less unchanged and
access to Norwegian onshore employees
has improved somewhat.

Figure 51: Assessment of access to relevant labour in 2014 compared to 2013

Officers
(Norwegian)

Access to marine competence is
more difficult than last year

SOURCE: THE NORWEGIAN SHIPOWNERS’ ASSOCIATION

tight. For this professional category, the
offshore service and deep sea shipping
companies are also equally pessimistic.
The short sea shipping companies and
a large proportion of the deep sea shipping companies are planning more
Norwegian traineeships. Relatively
few offshore service companies plan
on increasing staffing levels, especially
as concerns Norwegians.
For the rest, when it comes to their views
on labour availability, there is no correlation between company size, how
petroleum-oriented they are and how
much of their turnover derives from
foreign activities.
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Growth markets: The High North,
Africa and Russia
3 6

Norway and the UK are and will
remain key markets
While Norway is important for both the
short sea and offshore-oriented shipping
groups, the UK is especially important
for offshore service and rig companies.
Our outlook report reveals that these two
markets are also assessed as being the
two most important for these segments
in the years up to 2020. However, Norway
is expected to become less significant in
future, while the UK will become more
so. 74% of the companies consider
Norway as an important market today
whereas this proportion is 69% for the
years ahead. The UK is an important
market for 48% of shipping companies
today, whereas 51% assess this market as
important in future. In addition, North
America (Canada, USA and Mexico),
Brazil, West Africa, Russia and the High
North are considered to be the most
important overseas markets up to 2020.
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The survey shows that there are grounds
for Norwegian shipping companies to
anticipate a shift in the fulcrum of their
markets leading up to 2020. Comparing
the shipping companies' assessments of
the present importance of the markets
against their expected future importance, the High North, East Africa and
West Africa as well as Russia stand out
as the regions with the largest positive
change in market significance.
For the rest, responses from the survey
indicate that Norway, Japan, South Korea
and the Netherlands are expected to have
less significance than they currently do.

Norwegian-controlled ships
and rigs worldwide

SOURCE: THE NORWEGIAN SHIPOWNERS’ ASSOCIATION

1,800 ships
60 rigs
740 offices in 430 cities
in 100 countries
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Figure 53: Changes in the importance of different regions. Percentage difference
between current importance and importance between 2015 and 2020.
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The High North is expected to undergo
the highest relative change. While only
8% assess the region as currently important, 37% of the shipping companies
think that it will become so between
2015 and 2020. It is the offshore service
companies and the offshore contractors
in particular which expect the High
North to gain in importance in the years
ahead. A full 68% of the offshore service
companies view this area asNorge
a key growth
market up to 2020. The equivalent
share
Romania
for the offshore contractors is 38%, while
Japan
18% and 11% of the short sea and deep sea
Spania
companies respectively expect the High
Vietnam growth
North to emerge as an important
market between 2015 and 2020.
Millioner dvt

Figure
80 % 52: Proportion of Norwegian shipping companies viewing developments
in the High North as a positive driver for their own activities up to 2020.
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The great expectations of the High North
can be largely ascribed to expectations
of increased energy production. 6 in
10 shipping companies view increased
energy production in the Arctic as a driver for their own activities in the years
leading up to 2020. The offshore service
companies in particular assess energy
production in the Arctic as a strong driver, but the other groups too perceive this
as a driver for growth.
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Conversely, fewer companies assess
intra-Arctic and trans-Arctic shipping as
growth drivers. 28% and 21% of the shipping companies consider these factors
respectively as important future drivers.
There are no crucial differences between
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the shipping company groups in respect
of intra-Arctic, destination shipping. The
perceptions of trans-Arctic sailing do
however vary between the shipping companies. 21% of the companies believe that
increased routing through the northern
passages will be a future growth driver.

Increased energy production in the
High North, Russia and Africa
In addition to the High North, East
Africa, West Africa and Russia are considered to be the most important growth
regions leading up to 2020. For East and
West Africa, it is mostly the offshore service companies and offshore contractors
which expect these regions to become
increasingly significant. Expectations
of Russia as a growth region from 2015
to 2020 are highest among the short sea
shippers and offshore service companies. 59% and 45% of these shipping
companies respectively expect the Russian market to become a substantial
growth region in the future. As in the
High North, in these expectations, the
pivotal factor for East and West Africa,
and also, to a degree, for Russia, is increased energy production.

Figure 54: Importance of the High North today and in the years ahead
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Short sea: Russia gaining
in importance
For the short sea companies, Germany
and Norway are expected to be the
most important markets, while Russia
is expected to gain greatly in importance.
The rest of Europe is also considered an
important future growth market, which
indicates that the short sea companies are
expecting the stagnation and recession
characteristic of much of the European
economy in recent years to be replaced
by growth and greater optimism in the
relevant markets.
To the question on what will be the decisive driving forces for shipping company
activity up to 2020, most short sea companies respond that more efficient portside logistics and strong urban growth in
coastal zones will be the most significant.
Nearly half of the short sea companies
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see more efficient logistics in ports as
a strong driver, while 1 in 4 view urban
growth in the same way.
The feedback is unequivocal that the
short sea companies are particularly
vulnerable to high bunkers prices. 3 in
4 companies assess high bunkers prices
as an obstacle to business. This is due
primarily to competition with road
freight and passenger transport. This
contrasts strongly with the response
from the deep sea and offshore service
companies, where fewer than half of the
deep sea companies and only 1 in 4 of
the offshore service companies see high
bunkers prices as an obstacle.

Deep sea: South-East Asia is the
most important region
63% of the deep sea shipping companies
state that South-East Asia is currently
their most important market, increasing
to 74% when they are asked to consider
the future (2015-2020). 56% of companies see China, North America (Canada,
the USA and Mexico) and Japan as the
most important markets. In addition to
South-East Asia, Russia is also specified
as the most significant growth region.
It is also interesting to note that, for the
deep sea companies, the significance of
both Japan and South Korea will decline
as 2020 approaches.

Figure 55: Four drivers for growth among Norwegian deep sea shipping companies
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Offshore service companies
and offshore contractors:
Key growth markets are
the High North and Africa
Not unexpectedly, the Norwegian and
UK Continental Shelves are the most
important markets for the offshore service companies and offshore contractors
both this year and in the years ahead.
It is also among these companies that
the High North is patently the largest
growth region.
Furthermore, it is interesting to note that
East Africa is the second most important
growth market for the offshore service
companies. Exploration activities and
promising gas discoveries off Tanzania
are probably one important reason for
this high level of interest in East Africa.
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Figure 56: The proportion of deep sea companies stating the following
countries/regions as most important today and in the years ahead
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and environmental protection. Being at
the forefront of international regulation
gives Norwegian shipping companies
an edge, thereby creating a competitive
advantage in the freight markets.
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Important now

Important in the years to come (2015-2020)

Far fewer of the offshore contractors
see East Africa as an important market.
Similarly, the responses show that whereas 1 in 3 offshore service companies
view Brazil as an important market, only
1 in 5 offshore contractors have the same
perception. This is probably primarily
because the offshore contractors derive
much more of their revenues from the
Norwegian Continental Shelf and that
their overseas activities are more regionally restricted.

Increased environmental
regulation of shipping
Among the deep sea and offshore shipping companies, very few consider
increased environmental regulation as
an obstacle. This is because, for many
years now, Norwegian shipping companies have focused on high-quality
shipping with high standards of safety
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The shipping companies assess access
to capital as generally good and expect it
to improve in 2014. 55% of the shipping
companies view the availability of capital
as good or very good. At the same time, a
fair number of shipping companies are
finding the capital market difficult. 25%
see access as tight or very tight.
Nearly half of the shipping companies
expect access to capital to improve
through 2014. Hardly any are expecting
more difficult access.
32% of the shipping companies find
that the conditions on which capital is
offered have deteriorated over the last
year. Roughly as many consider they
have improved. There is therefore a clear
preponderance of shipping companies
expecting better capital access during
2014. Only 5% are anticipating poorer
access and nearly half are expecting better capital access.

Norge

Roman
Japan

Spania

Vietnam

The deep sea shipping
companies are most satisfied
with capital access
The deep sea companies are most
satisfied with access to capital for new
projects. More than half of the deep sea
shipping companies also believe that the
conditions on which capital is offered
have improved. The short sea shipping
companies are least satisfied with capital
access, but more than half are expecting
that this will improve during 2014.
The more internationally-oriented the
companies are, the more optimistic they
are in terms of access to capital in 2014.
The more petroleum-focused the companies are, the less optimistic they are in
terms of access to capital in 2014. There
are many factors involved in this, with
tonnage capacity and rate trends probably the most important. In addition,
petroleum-related projects have become
highly capital intensive.
Smaller, unlisted companies and those
which are not part of a corporate group
are finding capital access difficult. Norwegian companies in foreign groups see
capital access as good.

Figure 57: Norwegian shipping companies' assessments of their own access to capital.
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Do you expect that access to capital will improve or worsen during 2014?
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Active			
								

			maritime policies
								produce results
4 1

Maritime policies are effective

Shipping is recognised as a very dynamic
and global industry. A ship can be designed, financed, insured, built, fitted out,
crewed, flagged, operated and maintained almost anywhere in the world. There
is keen international competition in the
markets where the industry operates.
These fundamental traits of the industry

make it very vulnerable to differences
between different countries' framework
conditions in terms of competitiveness,
stability and predictability. In short,
there is no doubt that maritime policies
are effective. Changes achieved over time
have shown that political decisions can
yield rapid results.

Figure 58: Active maritime policies produce results
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Figure 58 shows the trend in the size of the
Norwegian-flagged fleet, the total Norwegian-controlled fleet and the number of
Norwegian seafarers from the mid-1960s
onwards. The total number of owned ships
in the shipping company taxation scheme
since its introduction in 1996 has been
superimposed. Certain explanatory political factors behind changes in the trends
have been added. In this scenario, it is of
course important to bear in mind the general economic trends over the same period.
There are nonetheless grounds for asserting that the changes shown are strongly
influenced by strategic policy choices.
One key policy item in the period was the
establishment of the NIS which broke the
long-term decline in Norwegian-flagged
tonnage and the number of Norwegian
seafarers. The establishment of the NIS
proved to be a good measure for increasing
the proportion of ships with Norwegian
flags and for halting the steep decline in
the number of Norwegian seafarers in the
foreign-going fleet.
A number of measures, such as shipping
company taxation, net wages, a refund
scheme and regulatory changes have been
important and yielded results. Strategic
policy decisions have been taken in the
period to realign Norwegian competitiveness to a world in constant change. The
competition to secure shipping company
start-ups and ship registrations is keen,
and without the steps that the Norwegian
authorities have taken, Norwegian maritime influence on the international stage
would not have been as strong as it is today.
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A strong presence in
Norway fosters innovation
and developmental capacity
4 2

The maritime industry in Norway
employs around 105,000 people and
creates some NOK 160 billion in value
per annum. The industry still holds huge
potential for further growth. The requisite foundations in the shape of skills
and innovativeness are firmly in place.
In order to realise the major opportunities available in the industry, it is crucial
that the companies in the sector and the
authorities jointly ensure the continued
existence of the conditions underlying
the sector's growth potential. There is
also a need to enhance the industry's
scope for growth and innovation through
new, targeted measures.

Combined initiatives are beneficial
The Norwegian maritime industry has
created a world-leading knowledgebased maritime cluster characterised by
a unique ability to innovate and create
value. Value creation per employee is
among the highest in Norway. But it is
naïve to assume that this Norwegian
industry’s unique capacity to innovate
could not be copied by others. We need
to excel at both knowledge and innovation if we are to keep our global lead.
The combination of shipping companies
with knowledge of new needs and an
effective industrial cluster is the main
reason for the maritime industry's

Klyngebas
åpen og eff
informasjon

present standing. The shipping companies and their owners, through their
constant search for better and more
efficient solutions, are the drivers of the
industry. The seafarers are key transmitters of experience and expertise from sea
to shore and between actors onshore.
The Norwegian maritime cluster has a
breadth which makes it complete within
knowledge-intensive areas, including
shipyards, equipment suppliers and
maritime services.

Figure 59: The shipping companies are the engines
of the maritime cluster

In the maritime outlook survey, eight in
ten shipping companies responded that
a complete maritime cluster was important or decisive for their location in Norway. There are no significant differences
between shipping company groups in
terms of the cluster's importance. If this
is compared against ownership, 40% of
Norwegian-owned shipping companies
believe that a complete cluster is decisive for their location in Norway, while
17% of subsidiaries of foreign groups
believe the same.

SJØFOLK som
av praktisk ku

SEAFARERS
who transmit
know-how

Maritime
services

The cluster is important for a
strong presence
The key factor in safeguarding innovation and developmental capacity in
the maritime industry is to ensure that
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capacity to innovate in the longer term.
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Figure 60: The shipping companies' assessment of the importance of
a complete maritime cluster for their location in Norway
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Investment in research and
development (R&D)
There is a need for increased R&D
investment in the years ahead. Increased R&D investment in the maritime
industry is especially profitable given the
strong innovative dynamic inherent in
the industry. There is a need to invest in
new research-oriented infrastructure.
The realisation of the Ocean Space Centre in Trondheim, a knowledge centre
for ocean space technology, will give us
the lead we need in marine technology
research capacity. There is also a need to
increase public sector funding for maritime research through the MAROFF
programme, which at present is insufficient for realising important projects
for society, projects addressing environmental protection, safety at sea and
advanced logistics and transport. The
industry itself has implemented one of
the largest privately financed initiatives ever through the Global Maritime
Knowledge Hub. To date, more than 21
professorships have been financed by the
industry and there are efforts in progress
to add doctoral fellowships to these.

Competitive maritime
framework conditions
4 3

Norway's attractiveness as a maritime
host country depends on stable, predictable and internationally competitive
framework conditions. The Norwegian
Shipowners' Association believes that
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the maritime framework conditions
should be strengthened through the
following measures:

Competitive shipping
company taxation
Without Norwegian shipowners, the
maritime industry would lack its most
important driver of innovation and
development. The introduction of a
competitive Norwegian shipping tax system in 1996 and 2007 was an important
measure in each of those years in that it
boosted strong growth in the fleet within the Norwegian shipping tax scheme.
During the last four years, the number of
vessels in the scheme has risen by around
75%, and is approaching 1,150. It is therefore crucial to retain and sustain competitiveness in the Norwegian shipping tax
scheme so that the shipping companies
find it attractive to invest in Norway.
In the maritime outlook survey, 82% of
the offshore companies responded that
shipping company taxation was decisive
for their continued location in Norway.
The corresponding proportions for deep
sea and short sea companies are 62% and
51% respectively. Shipping company
taxation was also assessed as important
by the offshore contractors, despite them
not being comprised by the shipping
company taxation rules. This is probably
because the companies attached great
importance to the existence of a complete
maritime industry in Norway.

Competitive pay scheme for
seafarers (net wage scheme)
Norwegian seafarers' competence and
experience are vital for innovation and
dynamism in the maritime industry. A
competitive net wage scheme will help
safeguard the recruitment of Norwegian
seafarers to Norwegian-registered ships.
The scheme is a good investment in innovation and competence. A competitive
scheme will encourage the shipping
companies to employ more Norwegian
seafarers on deep sea vessels. In addition,
this will also facilitate the recruitment of
Norwegian seafarers to the overseas fleet
through increased use of, for example,
apprentices on board.
The current reimbursement scheme is
no longer competitive. Among other
things, the cap in the current scheme
must be removed, and the scheme should
also apply to Norwegian seafarers on
board NIS-registered ships. In order to
ensure predictability, the scheme should
be enacted in national legislation.
In the maritime outlook survey, the shipping companies evaluated the competitiveness of Norwegian flagging. None of
the short sea or deep sea companies in the
survey considered the Norwegian Ordinary Ship Register (NOR) to be competitive. Only one in five offshore companies
assessed the NOR as competitive. 85% of
the shipping companies believe that the
NIS would be competitive if the distance
constraints were removed and a net wage
scheme were introduced. The reflagging

Figure 61: The shipping companies' assessment of the maritime framework conditions
for their location in Norway (1 = Unimportant, 5 = Decisive)
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potential of the NIS is 350 ships.
In the maritime outlook survey, six in ten
offshore service companies responded
that the net wage scheme was decisive
for their continued location in Norway.

Competitive registers of shipping
Shipping is largely regulated by international rules. All the participants in international activities need to be subject to
the same rules, regardless of country of
registration. A competitive NIS must therefore rest on international regulations
that are implemented without Norwayspecific interpretations. The NIS should
continue to be a quality register and not
compete with disreputable flag states.
A large number of ships under the national flag is an important precondition for
Norway continuing to influence shipping
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Figure 62: Trend in number of ships on the Norwegian International Ship
Register (NIS) and the Danish International Ship Register (DIS)
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policy and legislation internationally. If
Norway is to maintain and extend its
international influence on the shaping of
international shipping policy, it is crucial
that the NIS register remains healthy.
For it to remain an attractive choice of
register, it must be competitive compared with other international registers.
There is great pressure on the registers
to attract as many vessels as possible.
There is a close correlation between the
number of ships under a national flag and
that nation's framework conditions. In
order to strengthen Norway's position
as an attractive maritime host country,
the distance constraints in the NIS must
be removed. These constraints are stated by the shipping companies to be the
prime reason for them reflagging in other
countries. Many of the companies would
reconsider reregistering on the NIS if the
distance constraints were lifted.
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In 2007, Denmark introduced a more
proactive maritime policy which quickly
produced positive results. As a result of
the sharp rise in the number of ships on
the Danish International Ship Register
(DIS), combined with a fall on the NIS,
the DIS has now grown larger than the
NIS. This illustrates the effectiveness
of maritime policies, and the need to
undertake proactive and targeted action
to increase the number of vessels flying
the Norwegian flag.

Competitive taxation of
shipowners
Competitive framework conditions
for ownership are crucial for the future
development of maritime value creation
in Norway. A sound ownership policy is
a sound business policy. Active private
owners are important for sustaining a
strong shipping industry and for imparting an impetus to innovate to the entire
maritime industry. Innovation in the
Norwegian shipping industry is largely
powered by entrepreneurial spirit.
The present tax on shipowners is not
competitive. Certain special tax rules
(tax types) which are seen as specific to
Norway and other tax rules weaken the
competitiveness of Norwegian shipping
and private ownership. In this context,
we will focus in particular on:
Wealth tax, which must be considered
a Norway-specific tax type. Among the
OECD countries, it is only Switzerland
and France which practise a form of

wealth tax but with large exemptions
for working capital. Our main arguments
against wealth tax are: Wealth tax is a special tax on Norwegian ownership which
systematically discriminates against
Norwegian private owners in relation
to other foreign owners. The wealth tax
weakens incentives to renew the business since the taxable value of older welldepreciated assets will be significantly
lower than for new assets. This weakens
growth in productivity and slows the rate
of innovation.
The wealth tax is imposed as standard
on ownership (shares, etc.) regardless of
the company's profitability and liquidity.
This makes the companies particularly
vulnerable in recessions since the owners
must draw dividends in order to pay the
wealth tax. Private owners can avoid
wealth tax by opting to reside in countries
without such taxation. This in turn can
lead to the owners deciding to move their
activities away from Norway, including
their workforce and investment capital.
This will weaken the industry and private
ownership. The Norwegian Shipowners’
Association therefore believes that the
wealth tax needs to be abolished.
The rules on tax residence present considerable difficulties for international owners
with shipping businesses in Norway. This
applies in particular to the requirement
that the average stay in Norway is limited to 90 days per year over a three-year
period if the owner is to avoid being considered as tax resident in Norway. This is
perceived as too short a stay to enable the

Figure 63: The shipping companies' assessment of the framework conditions for Norwegian
private ownership for their location in Norway (1 = Unimportant, 5 = Decisive)
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owner to take care of his ownership and
business in a proper manner. This applies
in particular to companies with an active
and industrially-focused ownership.
The Norway-specific rules on tax residence are similarly out of keeping with
the rules in our neighbouring countries.
For comparison, the average length of
stay in the other Nordic countries is six
months. This makes Norway less attractive as a location for placing international
capital. The Norwegian Shipowners’
Association believes that the rules on tax
residence must be harmonised with our
neighbouring countries.
The inheritance tax, whose removal on 1
January 2014 was an important positive
contribution to improving the framework conditions for Norwegian private
ownership.
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Access to competent
labour
4 4

The Norwegian Shipowners' Association works to ensure that our member
companies have access to competent
labour at a competitive price. We are
intently focused on the Norwegian
education system and Norwegian
maritime training. One core objective
for the Norwegian Shipowners' Association is to have the greatest possible
number of Norwegian seafarers on the
greatest possible number of Norwegianflagged ships. In addition to a competitive maritime policy, this also requires a
forward-looking training policy. We are
also focused on competence throughout
the entire maritime cluster.

Norwegian maritime training
Norway's progress as a maritime nation
is the result of nurturing our maritime
competences through the generations.
Today, we have one of the world's most
advanced and specialised fleets. Norwegian maritime training is highly valued
for the whole of the maritime cluster. In
addition to the pivotal role of the education system in providing high-quality and
motivated apprentices and cadets to our
shipping companies, maritime training
is the basis for many inter-disciplinary
careers within the maritime cluster.
World-leading companies in ship-building, equipment manufacture, classification, insurance, banking, brokerage and
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so forth benefit greatly from recruiting
employees with sailing experience from
a maritime training. Over time, a reduction in the number of Norwegian seafarers will weaken the competitiveness
of the entire maritime cluster. Maritime
training policies can be strengthened
through the following initiatives:

Appropriate intake of trainees
Applications for maritime training
programmes are high at all levels. This
is entirely positive and means we have
many good applicants for the industry.
There is nonetheless a problem that high
application levels lead to the creation of
more student places than are sustainable. In 2013, the industry took on more
apprentices and cadets than ever before
but there were still some who failed to
gain a place. A lack of coordination in
scaling student numbers to the industry's
needs means that the growth in numbers
is higher than the industry is able to take
up through training places.
Despite the temptation to expand the
number of trainee places to accommodate as many students' preferences as
possible, it is important for the county
authorities to exercise restraint. We
will be doing our young people a disservice if we create more school places
than are warranted. Adaptation of the
educational system must be done in
partnership with the training agencies
and the industry.

Traineeships in public tenders
Ferry and express ferry traffic that
is put out to public tender should be
required to include traineeships in the
procurement notice. It is not realistic
for companies to assume responsibility
for extra costs that are not mandated
through the tender. There is a great
unexploited potential for training
positions in coastal ferry transport. At
the same time, it is necessary to provide
opportunities for earning maritime certificates in trade areas 1 and 2.

Improved funding model
The Norwegian Shipowners' Association welcomes the government's initiative for a review of the funding scheme
for higher education. It is a particularly
positive sign that a detailed review of the
cost aspect of the different study courses
has been implemented. For many years,
technical and equipment-intensive programmes, such as engineering degrees
and maritime training, have emerged
poorly from the funding system. These
are programmes that require a lot of
equipment and one-on-one instruction.

Most other programmes will be cheaper
per student, since quantity is not a cost
driver. The cost per student is more constant for technical programmes. This has
led to an impoverishment of technical
programmes over a number of years,
both qualitatively and quantitatively.
There is a large backlog in the need for
equipment, in both engineering training
and maritime training.

More places on technology
programmes
We have a large and growing need for
technologists in Norway, in both the private and public sectors. Despite recordhigh applications for such programmes,
places are lacking.
The government's forthcoming report
on a new funding system for higher education offers an opportunity to correct
this distortion. The new funding system
must take into account the equipmentintensive and more expensive courses
of education. This will help solve one of
Norway's greatest challenges in terms of
the disparity between the skills we need
and the skills we educate in.

The industry's own initiatives
Global Maritime Knowledge Hub
Since 2008, the Global Maritime Knowledge Hub has sponsored more than 21
endowed professorships at Norwegian
maritime knowledge institutions. This
equates to more than NOK 100 million
for maritime research, which in turn has
triggered more than NOK 500 million in
further research funding. This is one of
many contributions that the maritime
industry has made to building Norway
up as a knowledge society. Some of these
professorships have already been incorporated into the institutions' ordinary
professional staff and will be replaced by
new endowments. This helps develop the
maritime research environments. There
are many new initiatives under way and
new endowments will probably be made
during 2014.

"There is a
large backlog
in the need for
equipment, in
both engineering
training and
maritime
training."

101

Maritime trainee
The Norwegian Shipowners' Association trainee programme serves the
entire maritime industry and recruits
young people who have completed a
masters degree. Intake 8 began in 2013
with 22 trainees and intake 9 will begin
in 2014 with at least 26 trainees. There
were more than 1,400 applications for
these positions in 2014. Through eight
seminars over two years, the intake gets
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to know the entire maritime cluster and
develops a network to last throughout
their careers. The majority of the participants in this programme are still
working in the maritime industry. The
trainees have masters degrees primarily
in law, economics and technology. Business newspaper Dagens Næringsliv has
described this as Norway's most attractive trainee programme.

Norwegian Training Center
Since 1990, the Norwegian Shipowners'
Association has undertaken training
activities through the Norwegian Training Center in Manila. This training is
aimed at Filipino seafarers who constitute easily the largest single group of
foreign employees on Norwegian-controlled ships. This has been an unconditional success since its beginnings
and has become a benchmark for this

type of activity. With nearly a quarter
of a century under its belt, since 2011
the center has been working actively on
plans for a major upgrade and possible
move to separate new premises in order
to be equipped in the best possible way
to accommodate tomorrow's maritime
training requirements.
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4 5

Access to capital

The shipping industry is more capital
intensive, procyclical and internationally
exposed than most other businesses. It
typically has a long lead time from investment decision to actual investment,
which means that there is great demand
for long-term financing. In Norway, we
have two of the world's leading shipping
banks, DnB and Nordea.

Solid banking industry
There are currently a number of processes in the pipeline linked to the development of regulations for the European
finance sector in the wake of the financial
crisis. The so-called Basel Committee
has recommended a new regulatory
framework for banks' capital and liquidity which entails stricter requirements
on the level and quality of the capital
base. In addition, stricter requirements
are defined for the banks' liquidity
coverage and there are special rules for
banks that are assessed as important for
the banking system as a whole.
A dependable banking industry is a positive thing for society. We therefore support the broad sweep of the international
efforts on new regulations for the banking
industry. Solid capital coverage is a competitive advantage and our assessment is
that Norwegian banks are well-situated.
In order to ensure proper competition
for the benefit of customers, it is however
important that the requirements are as
equitable as possible between countries.

Figure 64: The shipping companies' assessment of
the importance of the export financing schemes
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Competitive export financing and
guarantee facility
Norwegian shipping companies fill a
large share of Norwegian shipyards'
order books, and create extensive value
for local communities on Norway's
coast. Dependable export financing and
guarantee schemes through GIEK and
Export Credit Norway are essential for
the maritime industry's competitiveness
and employment. A well-functioning
export financing and guarantee facility ensures access to financing of very
capital-intensive investments.
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Attractive Norwegian
Continental Shelf
4 6

Largest employer organisation
Activities on the Norwegian Continental
Shelf (NCS) are becoming very maritime-oriented. Technological developments have brought ships and rigs into
all parts of the offshore value chain. One
concrete expression of this is that the
Norwegian Shipowners' Association is
clearly the largest employer organisation
on the NCS with some 12,000 employees
subject to our tariff agreements. 6,500 of
these work in the rig sector.
The members of the Norwegian Shipowners' Association operate essentially all
of the floating rigs on the NCS. For more
than 40 years, the shipping companies
have made decisive contributions to
the NCS's development. Norwegian
companies also control in excess of 60
moveable offshore installations, primarily drilling rigs.
Norwegian shipping companies today
operate the world's most advanced and
modern offshore fleet, counting more
than 600 vessels. This makes us the
world's second-largest maritime offshore
nation by number of vessels, after the
USA. Over the last decade, this fleet has
increased markedly in size, from around
350 vessels in 2004 to the present number
– an increase of around 70%. These vessels
incorporate a particularly high amount
of technology, competence and capital.
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Shipping companies along the
entire value chain
Norwegian maritime offshore and shipping activities constitute a complete value
chain in terms of exploration, development, operation and maintenance of oil
and gas fields. The investments made
by the rig companies are an absolute
precondition for Norwegian oil and gas
activities. Over time, the rig companies
have invested extensively in upgrading
the existing fleet of rigs and newbuilds
in line with developments in Norwegian
regulations. The investments and the progress made on the rig side have enabled,
and will enable, the oil companies to push
their activities ever further north under
increasingly harsher climatic conditions.
These investments also make it possible
to move activities into deeper and deeper
water and perform drilling operations in
highly demanding geological structures.

Market pressures on the
Norwegian Continental Shelf
The NCS has great potential and continues to produce excellent opportunities
for long-term value creation. Questions
on the competitiveness of the Norwegian
Continental Shelf (NCS) are important
not only because we want to collect the
resource rent from our own oil and gas
in an efficient, safe and eco-friendly
manner, but also because the NCS is
the home turf and arena for developing
the international competitiveness of the
oil companies and the entire Norwegian
supply and service industry.

The NCS's competitiveness is under
pressure both due to other oil provinces
becoming more accessible and attractive, and because changes in technology
have made other energy sources available in a way that affects both oil and gas
prices. Questions concerning activity
level, participants, costs and competences are therefore important.

Diversity of participants
The present distribution of tasks between
oil companies and main and sub-suppliers is based on dependable commercial
experience of the best way to achieve innovation, quality and cost efficiency. Over
recent decades, the oil companies have
cultivated their core competences, which
relate specifically to geological mapping,
reservoir processing, risk management
and project-managing their suppliers to
achieve the best possible execution of
demanding projects.
Equally, this allows the suppliers at different levels to grow their own core competences. It is the high level of competence achieved in this way that has given
the Norwegian petroleum cluster its
global position as a knowledge-leader.
Having the oil companies as demanding
end-customers for what many view as
the world's best supplier industry guarantees teamwork that enables us to face
up to large and difficult challenges. Clear
role allocations in terms of customer
and supplier have ensured successful
cooperation and healthy competition

Figure 65: Ships and rigs throughout the offshore value chain

Exploration
and
investigation

Test drilling

Installation
and operation
of subsea
installations

Production

Transport

Decommissioning
and removal

Floating and mobile

on the NCS. It is extremely important
for the functioning and the development
of the Norwegian petroleum cluster that
this efficient task allocation continues.
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Figure 66: Operational costs per barrel in the 30 largest offshore countries
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In recent years, major oil discoveries have
been made, including Johan Sverdrup
in the North Sea and Johan Castberg in
the Barents Sea. These are substantial
finds, even on a global scale, that will
give an important boost to oil production
towards the end of the present decade.
In order to achieve the objective of
profitable production over time, many
more finds will be required in the years
ahead. Without new finds, Norge
production,
and value creation, will go into
decline
Romania
beyond 2020. It is therefore crucial to
Japan
sustain sufficiently high exploration
activity going forward. ThisSpania
will only be
Vietnam
possible if exploration is undertaken
in
new areas as well.
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Cost levels on the NCS
Figure 67: Share of the offshore and rig companies which believe that the
following measures are important for safeguarding the attractiveness of the
Norwegian Continental Shelf
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Diversity of
participants

Cost levels on the NCS are now so
high that there is discussion concerning whether segments of the industry are losing ground in international
competition. Important issues are
Norway-specific technical regulations
requirements that restrict the mobility
of rigs between Norwegian and other
shelves. Insufficiently systematic use
of cost-benefit analyses for HSE measures and regulatory requirements also
drive up costs. High personnel costs
due to high wage levels and 2 weeks
on, 4 weeks off rotation schemes act
as powerful wage cost drivers throughout the offshore-related value chain.

Norg

Rom

Japa

Span
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Viet

The rotation scheme has evolved out of
both legal and contractual provisions.
We believe these are factors that must
be addressed within the framework of
a tripartite cooperation.

Skills deficit on the NCS
Up to 2017, 13 new mobile rigs are
expected to come onto the NCS. This
will entail a need to recruit some 2,000
new rig workers in a short space of time.
Recruitment to the sector is good, with
a healthy increase in young employees.
The largest recruitment challenge is
for people with sufficient experience to
occupy management and other key positions. A lot of the experience required
must be acquired out on the rigs. Due
to limitations relating to logistics and
infrastructure, it is difficult to enable a
critical mass of people to acquire this
experience at once. There are for example limits on how many people there is
room for or it is safe to have on a derrick.
One solution might be to conduct more
of the training on land using drilling operations on training rigs and simulators.
This may obviate some of the training
required on rigs and allow more people
to acquire critically important experience more quickly.

Increased petroleum research
Industry-oriented training, research
and innovation in respect of resource
utilisation, petroleum activity and business development are vital. The need to
strengthen industry-oriented research
and development in the oil and gas sector
is crucial. Research efforts directed at the
oil and gas sector also yield a high return
for society. There is a great need for more
public sector grants for petroleum research. Before the NOK 36 million increase
in the Solberg government's national
budget for 2014, government grants earmarked for the research sector through
the Research Council of Norway had
remained unchanged at around NOK
350 million since 2006. This equates to
scarcely above one thousandth of the
government's revenues from the industry. At the same time, there have been
large cost increases in the sector. These
also affect R&D costs such that in real
terms there has been a considerable fall
in public sector funding of petroleum
research. Given the great challenges
faced by the NCS, the development of
cost-saving safe and eco-friendly technology is time-critical. The Norwegian
Shipowners' Association believes that
the framework for earmarked government funding of petroleum research
should be increased to around NOK
700 million per annum.
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From land to sea –
great potential for more
focus on sea transport
4 7

Around 90% of the goods that are freighted as part of Norway's foreign trade are
transported by ship. In domestic freight,
however, sea transport has a market
share of only 41%. Economic and population forecasts indicate growth in goods
transport measured in tonne kilometres
of 35-40% up to 2040. Continued strong
relative growth in road transport is predicted, and less growth at sea.
More sea-borne goods transport could
help solve our transport sector challenges. It would contribute to fewer
accidents, lower emissions and less
wear, noise and congestion on the roads.
Reports from the Institute of Transport
Economics show that heavy goods vehicles are responsible for effectively all
of the wear on Norwegian roads. One
ship in short sea shipping can relieve the
roads of 200 lorries. But sea transport is
losing market share and targeted efforts
are required to move goods transport
from land to sea. Based on National
Transport Plan 2014‑2023 and the wording of the government's declaration for
promoting increased use of sea transport, we propose the following specific
measures as support.
The Norwegian Shipowners' Association believes that the competitiveness
of sea transport must be strengthened
through the following measures:
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More competitiveness
The relative competitiveness of sea
transport compared with competing
forms of transport must be strengthened. The government must provide a
tax and fee regime to support short sea
shipping. Taxes and fees connected
with the pilotage service and port calls
are a significant burden on the industry.
They weaken the competitiveness of sea
transport and result in freight travelling
by land, mostly on the roads.
It is recommended that a subsidy
scheme for goods transfer is created
under which a state subsidy is granted
for opting for sea transport over land
transport. It is crucial that such a scheme
does not distort competition between
sea transport service providers and does
not limit types of load.
The support apparatus for research,
development and innovation must be
targeted with a greater focus on the maritime industry and sea transport through
Innovation Norway, the Research Council of Norway or the Skattefunn scheme.
Pursuant to revision of the National
Transport Plan, work is ongoing to map
goods flows. It is important that the industry is invited to participate in this work,
both in terms of mapping the goods flows
that can be transferred and of the necessary preconditions for this taking place.
At the same time, these efforts must be
coordinated with existing programmes.

Modernisation of the pilot service
Safe sea transport has a high priority and
is in everyone's interest. The harbour
pilot system and exemption certificate
scheme are important for ensuring
safety along our coast. There are however
various difficulties with the present
pilot service. The pilotage committee's
conclusions must therefore be rapidly
followed up in order to achieve a more
targeted, modern and efficient scheme.
Increased use of pilotage exemption
certificates must be facilitated, and the
pilot service must be separated out from
the Norwegian Coastal Administration
in order to ensure a clear organisational distinction between administrative
remits and operations. There is a great
need to reduce the level of fees for the
pilot service which is currently wholly
user-financed. The industry alone is
responsible for more than NOK 700 million of pilot fees annually, and the state
must take on a larger share of this cost.

More eco-friendly short sea
shipping
Sea transport is an energy-efficient
means of transport. There is however
improvement potential in terms of the
age of the fleet, which currently averages
around 30 years. Sea transport also faces
a series of future environmental regulations, which will impose new and stricter
requirements on ships. There is a need
for targeted measures for fleet renewal
in the form of a temporary scrappage
scheme, increased depreciation rates

for ships, state funding and equivalent
guarantees on market terms from Export
Credit Norway and GIEK. Fleet renewal will help make sea transport more
competitive, eco-friendly, efficient and
modern. This will help freight owners
choose appropriate forms of transport in
a society which is becoming increasingly
more focused on eco-friendly solutions.
It will also make a positive contribution to
the working environment on board ships.
The state itself has great market power in
terms of purchasing transport services.
The national budget for 2014 allocates
some NOK 5 billion for the state's transport services procurements. By introducing environmental criteria into the
procurement of transport services, the
state can help boost demand for green
transport and hence for more sea transport. It is important for the state to break
the ground and light the way.

"More goods
by sea would
contribute to
fewer accidents,
lower emissions
and less wear,
noise and
congestion on the
road network."

There is potential for more eco-friendly
port activities and ship operations,
for example through increased use
of shore power, energy regeneration,
hybrid propulsion, new fuels, waste gas
cleaning and changes to operational
profiles. Public subsidy schemes must
be created to stimulate and facilitate
environmental improvements to ship
and port operations.
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Figure 68: Share of short sea companies which believe that the following
framework conditions are important for enabling more goods to be shipped by sea
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More efficient port operations and
targeting of infrastructure
A substantial boost to the infrastructure
for sea transport is much needed. In
addition to maintaining fairways, it is
important to provide for infrastructure
to and from ports in the form of road
and rail connections. This is crucial
for achieving a highly streamlined
transport link from A to Z, and at
transport interchanges. From 2014, a
new national infrastructure fund of
NOK 100 billion is being established.

112

Streamlining of the ports and port terminals must be given high priority. The aim
must be to reduce the unit costs for freight
handling in port and reduce port times
for ships and lorries. Goods terminals
must be stimulated to locate in or near
the harbours in order to reduce collection
and delivery costs. Efficient transfer of
goods between international shipping
and coastal sea-borne freight along the
Norwegian coast should be facilitated.
A comprehensive port strategy must be
designed with a focus on making the
ports efficient freight hubs, entailing
among other things an upgrade of relevant cargo ports.
We have great expectations of the
government's capacity to deliver in
terms of achieving the clear political
objective of moving goods from land
to sea. A strengthening of shipping's
relative competitiveness will be crucial
for success here.
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Increased activity in
the High North
4 8

The maritime industry is important
for value-creation and employment in
Norway. Around 90% of the population
lives less than 10 kilometres from the
coast. In many of the country’s coastal
communities, more than half of the
inhabitants are employed in the industry. Norwegian shipping companies
have many generations of experience
of demanding operations, including
in the High North. Shipping has been
the lifeblood for many coastal communities in the North because of poor or
non-existent infrastructure onshore.
Operations in the dark, in the ice and in
polar low pressure systems that are difficult to predict pit crews and equipment
against challenges that require specialist
expertise and experience. It is therefore
important that the Norwegian authorities maintain and enhance the maritime
framework conditions, so that Norway
can retain the maritime competence that
has played such a key role in developing
the country's shipping and petroleum
industries. Experience and know-how
are what will make all the difference in
the development of commercial activities in the High North.

Great potential for the maritime
industry in the High North
The potential for activities in the High
North is linked to three factors of particular interest to the maritime industry:
offshore energy extraction, intra-Arctic
transport and polar transit. Since time
immemorial, ships have carried goods
and equipment into this region and
natural resources out. More recently, the
biggest drivers have been the petroleum
resources off the coast. Transit through
the northern sea routes may also become
important but will remain limited in
volume in the next few years.
The main challenge relating to industrial
activities in the High North is that nature
in the Arctic is vulnerable to external
influences and is slow to recover from
encroachments and accidents. The Norwegian Shipowners’ Association seeks
to work nationally and internationally
to ensure that industrial activities in the
High North adhere to high standards
for health, safety and the environment
in order to prevent or limit accidents
and harmful discharges and emissions.
Activities taking place in the High North
must be grounded in a transparent attitude towards the environment, safety
and emergency preparedness.
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"Development in
the High North
entails increased
responsibility
for supporting
sustainable
development."
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Regulations, infrastructure
and standards are crucial for
developments in the Arctic
For ensuring that increasing commercial
activity in the High North and the Arctic
take place within and overall framework
and sustainably and responsibly, the
Norwegian Shipowners' Association
believes that the following factors are
of crucial importance:
• relevant international regulations for
Arctic maritime operations must be
in place,
• comprehensive relevant infrastructure development must be present, and
• adequate industrial standards must
be developed.

The Code is to contain requirements
to supplement the existing regulations
for the environment (MARPOL), safety
(SOLAS) and competence (STCW). The
Polar Code will not regulate whether
maritime operations should take place
in polar regions but define requirements
so that activities are conducted with
due concern for health, safety and the
environment. The IMO has been pressured to define the Code as quickly as
possible and this is fully supported by
the Norwegian Shipowners' Association.
The Code is expected to the formally
laid down at the autumn sessions of the
IMO in November 2014. The Norwegian
Shipowners' Association welcomes this
schedule so that implementation can
take place in 2016.

As regards the first concern, there is a
pressing need to develop relevant regulations for Arctic maritime operations in
step with growing activity in the Arctic. A
process has been under way in the IMO
since 2008 with the goal of producing
a binding Polar Code for cargo and
passenger ships performing maritime
operations in the Arctic and Antarctic.

There already exists a great need for
extensive development of relevant
infrastructure for navigation, communication, weather reports, monitoring
of drift ice and icing conditions, emergency preparedness, search and rescue,
and bases for maintenance and supply.
There are opportunities for reinforcing cooperation between companies

and institutions operating in the High
North. A good example of an initiative
taking the lead here is SARiNOR, of
which the Norwegian Shipowners'
Association is one of the instigators
and sponsors. This is a project aimed
at establishing Norway as a world leader
in the planning, coordination and execution of search and rescue operations
at sea in the High North.
Thirdly, there is a need to develop satisfactory industrial standards for Arctic
drilling and production operations.
This relates for example to standards
for technology, operating under harsh
and challenging climatic conditions in
the Arctic, the winterisation of rigs and
equipment and other operational procedures. In addition, rigs and other floating
production units will need to be more
independent in terms of maintenance,
repair and emergency preparedness.
Together with the Norwegian petroleum industry, the maritime industry
has taken concrete initiatives to develop
preparatory HSE standards for offshore
operations in the Arctic.

The Norwegian Shipowners'
Association takes the initiative
for an Arctic business forum
Developments in the High North impose
special requirements for a broad scope
of knowledge and a high degree of caution. Expectations of increased levels of
activity are faced with the need to protect
the environment, and biological and cultural diversity. The Norwegian maritime
industry has world-leading capacity, in
both technology and expertise, to perform demanding maritime operations
in a safe and eco-friendly way.
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This creates great opportunities but also
gives us a responsibility to contribute
to sustainable development. We must
continue to improve our knowledge of
the challenges and opportunities that
this region presents. With an aim of
also demonstrating shipping's crucial
importance for developments in the
High North, the Norwegian Shipowners'
Association has taken the initiative to
create a forum where business leaders
and decision makers can discuss the prerequisites for sustainable commercial
development in the Arctic. The first step
will be a conference entitled "Arctic Business 2014" to be held in Bodø in October
of this year.
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Data basis and methodology
The data sources used in this report are
specified in the text, tables and figures.
The data sources and methodology
are described below. The Norwegian
Shipowners' Association has worked
in collaboration with Menon Business
Economics (Menon) and DNV GL for
some of the analysis work.

Norwegian-controlled foreigngoing fleet – definitions and
parameters
The Norwegian Shipowners’ Association
maintains statistics on the Norwegiancontrolled foreign-going fleet. The statistics are reviewed in detail in chapter 2
Status and development. The parameters
for inclusion of ships in the Norwegiancontrolled foreign-going fleet are based
on the following principles:
• All ships registered in the Norwegian
International Ship Register (NIS).
• Ships registered in the Norwegian
Ordinary Ship Register (NOR), and
engaged in foreign trade.
• Ships sailing under a foreign flag and in
foreign trade which belong to Norwegiancontrolled shipping companies (assuming
50% or more Norwegian ownership).

Collaboration with DNV GL
DNV GL has carried out an analysis of
global megatrends for the period up to
2030. This analysis forms the basis for
chapter 1 of the report. The consequences
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for the maritime industry are included
in the analysis.
The forecasts and estimates in chapter 1
are drawn from a range of external sources such as the UN Population Division,
IEA (International Energy Agency), EIA
(US Energy Information Agency), The
Economist, OECD, UNEP (United
Nations Environment Programme)
and IPCC (Intergovernmental Panel on
Climate Change).

Member survey of the shipping
companies' prospects and framework conditions
Between 15 January and 13 February 2014,
the Norwegian Shipowners' Association
conducted a survey of its members. The
members were sent an electronic questionnaire to survey their expectations
of trends in economic KPIs, growth
markets, access to capital and skills,
and political framework conditions. The
Norwegian Shipowners' Association has
150 members. The analysis includes 93 of
the 146 member companies. The other 4
members were assessed as not relevant
for this particular member survey. The
response rate was therefore 64%. The
responses from the questionnaire were
processed by Menon. The shipping companies which participated in the survey
are representative of the membership
of the Association in terms of both size
and type. The material provides a sound
basis for generalising from the sample. In
the vast majority of cases, the responses
came from senior management.

Valuation of the world's
shipping fleet
Menon has estimated the value of the
world's merchant fleet by calculating its
value within different vessel segments each
year on the basis of newbuild costs, adjusted
for the fleet's age and size. The breakdown
of the number of ships, gross tonnage and
deadweight tonnage for each individual
country is based on the data series from
IHS, World Fleet Statistics from 2001 to
2013. The calculations were performed
for each of the world's 150 merchant fleets. Ships over 1000 gross tonnes were
included. Warships, pleasure boats, nonseagoing vessels and unmotorised vessels
were excluded. We use 12 categories in all;
four for operational shipping and eight
for freight-related shipping. The value per
category for the largest vessel types which
IHS has published data for was calculated.
The value estimates are based on ageadjusted newbuild prices. The new prices
are derived from "Shipping Intelligence
Weekly", published by Clarkson Research
Services Ltd, and "Review of Maritime
Transport", UNCTAD (United Nations
Conference on Trade and Development)
and other sources. The prices for offshore
services vessels are primarily obtained
from "Global Support Vessel Monthly",
published by RS Platou ASA. The values
are adjusted for the vessel's age by using
straight-line depreciation to scrap value
within each period, with a general depreciation period of 30 years. In some segments,
ships are in service for considerably longer
and their age is less precarious. For these,
the depreciation period is extended.

About the calculation of the
shipping companies' turnover
growth in 2013 and 2014
Menon maintains its own accounting
database with an overview of all Norwegian shipping companies' turnover
in 2012.
The questionnaire asked the shipping
companies to state their turnover in
2012 and 2013 and projected percentage
growth in 2014. Since Menon does not
have complete turnover figures for all
shipping companies in 2013, we have
calculated these as follows:
a) The shipping companies' self-reported
turnover in 2012 is compared with audited
turnover for the same year, to determine
whether the self-reported turnover in the
survey can be used as a basis for calculating the turnover of the total population
of shipping companies in Norway.
b) Self-reported turnover in 2013 is adjusted for the share of total turnover in each
of the four shipping company groups
included in the data.
c) The forecasts for 2014 are calculated
by multiplying the 2013 turnover for
each member company by their own
reported 2014 growth. The estimated
turnover is then summed for all of the
four shipping company groups. The
estimated turnover is also adjusted for
the share of total turnover in each of the
four shipping company groups included
in the data.
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