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FOREWORD

The Century
of the Sea
– The New Blue

The past year was extremely challenging for many

Norwegian shipowners. While several segments of
traditional shipping have been weakened since the

to manoeuvre for position on the global stage.

financial crisis, 2015 brought on a sudden and dramatic

The geopolitical security picture is becoming steadily

we saw the number of ships and rigs in lay-up go from

wars are being fought in North Africa and the Middle

decline in offshore markets. In the course of the year
0 to 100.

In this year’s Maritime Outlook Report, we present

developments in the maritime industries from 2015, and
expectations for 2016. Norwegian shipowning companies are the driving force in the maritime cluster. The

more challenging, fragmented and dynamic. Four civil
East. Societies and social structures are on the verge

of collapse, as violent, extremist terror organisations

amass steadily more power. This is a direct challenge
to the balance of power between the superpower

nations and the legitimacy of established alliances.

entire value chain is impacted when ships and rigs are

Despite all this, events at the close of 2015 gave hope for

employees were laid off or terminated in shipowning

in a global accord on ambitious climate goals, and the

sent to the lay-up buoys. During the course of 2015, 7300
companies. We expect this number to grow in 2016, by
somewhere between 4000 and 4500 employees.

In addition to drastic market swings, the past year was

also defined by dramatic changes in the global outlook.
Norway is a small country with an open economy, leav-

ing us directly vulnerable to the major economic, politi-

the new year. The COP21 negotiations in Paris ended
shipping industry will play a role in reaching these

goals. Our industry can contribute to reducing greenhouse gas emissions by making our operations more

efficient, developing new and sustainable technological
solutions, and by helping to move a greater share of
local and regional freight traffic from land to sea.

cal, social and security issues now facing the world.

In Norway, 2015 marked the end of a truly remarkable

The global economic outlook is coloured by weak

international trade conditions. Now, prices for most of

growth and great uncertainty. Historically low interest
rates and a steep overall decline in raw material prices
are indicators of weakened international economic

strength. Leading nations have virtually exhausted

their fiscal and monetary options, and China is heading
into a period of difficult restructuring.

The maritime industry has always been subject to
major market swings. In today’s difficult business

environment, it is encouraging to note that Norway has
managed to maintain its position as the sixth-largest
shipowning nation in the world, measured by fleet
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value. This gives us a good starting point as we continue

period of economic growth and uniquely favourable

the raw materials exported from Norway have fallen

dramatically, while prices of the goods we import have
risen. The price of oil is one third of what it was just

a couple of years ago, and activity on the Norwegian

Continental Shelf (NCS) has been drastically reduced.
As the petroleum industry stands for roughly half of

Norwegian exports, one third of national income, and

one fifth of GDP, it goes without saying that this is having a severe impact on the Norwegian economy.

The steep drop in activity internationally and on the

NCS, presents a particularly demanding commercial

PHOTO: NR/N. TOURRENCE

challenge for many of our members. The drain in

activity is also cause for concern that many links in

our domestic maritime value chain will be weakened

today food from the oceans makes up less than 5 per
cent of our diet.

by dissipated competence and capacity, threatening

Shipping is responsible for 90 per cent of interconti-

Norwegian industry.

of moving goods. A single ship in the short sea trade can

the viability of future growth and innovation in the

In this time of extremely challenging market

conditions for much of our industry, it is more

important than ever to maintain predictable and
competitive maritime policies. The Norwegian

nental trade, and is by far the most energy-efficient way

take hundreds of trucks off the highways. With steadily

more efficient ships and increased use of new technologies like LNG and battery power, the world can enjoy
growth in trade without an increase in pollution.

authorities have time and again demonstrated their

The ocean floor contains vast amounts of minerals and

government presented its Maritime Strategy, with the

and extraction of these reach the point of commercial

confidence in the maritime sector. Last year the

stated ambition of strengthening Norway’s position
as a leading global maritime nation. We applaud the
current administration for its proactive maritime

policies. Now it is more important than ever to implement the sweeping measures outlined in the strategy,
in order to secure the competitiveness of companies,
employees and owners in our unique maritime
community.

70 per cent of the earth is covered by the oceans. 80 per
cent of the ocean is deeper than 3000 metres, and 90

per cent of ocean space has yet to be explored. Today we
know more about outer space than ocean space. Only
recently did humans reach the lowest point on earth,

the Mariana Trench. The real exploration of our planet

metals, and it is only a matter of time before exploration
viability. The offshore industry today stands for one

third of the world’s total oil and gas production. In addition, the ocean contains tremendous potential for pro-

duction of renewable energy. Wind, wave and tidal power
are already producing energy for millions of homes.

These perspectives offer inspiration and guidance for

the demanding restructuring facing many key segments
of our maritime industry. Unique maritime competencies, and an outstanding ability to adapt and invent,

have for generations made Norway a leading maritime
nation. This is our unique position as we continue into
what we believe will be the Century of the Sea – The
New Blue.

has only just begun.

Ocean space contains tremendous potential for meeting the massive needs that accompany global growth.
The sea can provide food for billions of people, but

Sturla Henriksen
CEO

Norwegian Shipowners’ Association
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SUMMARY

The challenging geopolitical, economic and market
developments we experienced in 2014 escalated
throughout 2015, and continue to do so in 2016.
The dramatic decline in the oil price is not only
due to the abundance of American shale oil, high
levels of production in Saudi Arabia and Russia, or
the relaxing of sanctions against Iran. It is also an
expression of the instability currently impacting
global economic development, with weakened economic growth and falling demand in key markets.
Against this backdrop, it is important to note that
the fall in oil price is part of a general fall in raw
material prices the world over.
Shipping is global by nature, and is directly affected
by international trends and global development
scenarios. In the first chapter of this year’s Outlook
Report, we therefore seek to shed light on trends
and challenges shaping the global landscape in
which shipping navigates.
Shipping is Norway’s next-largest export industry,
with total value creation in 2014 of close to NOK 190
billion, and 100 000 domestic employees. If the oil
companies are excluded, the maritime industry’s
share of Norwegian value creation stands at 12 per
cent.
In Chapter 2 we see that Norway has maintained its
place as the world’s sixth-largest shipping nation,
following Japan, Greece, China, Germany and the
USA, with the UK, Singapore, South Korea and
Denmark following behind. The Norwegian-controlled foreign-going fleet numbered 1724 vessels as
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of 1 January 2016. Of these, 535 are registered in NIS,
214 in NOR, with 975 ships sailing under foreign
flags.
Norwegian international shipowners had 149 ships
on order as of 1 January 2016. Compared to the previous year, this number shows a drop of 15 per cent
measured by number of ships, and 8 per cent in monetary value (NOK). The two most important shipbuilding countries for Norwegian international shipowners are currently China (34 per cent) and South
Korea (33 per cent), measured in number of ships. 9
per cent of today’s total order book is with Norwegian
yards. The drop in orders from foreign shipowners
to Norwegian yards has been significant. Orders
to Norwegian yards have been primarily related to
offshore oil and gas, and the decline must be seen in
relation to the slowdown in offshore activity.
The outlook presented in Chapter 3 indicates that
2016 will be an extremely difficult year for many
segments of the maritime industry. Following five
uninterrupted years of growing income, turnover
fell in 2015. The prognosis is for this decline to continue into 2016.
Norwegian shipowning companies had a combined turnover of NOK 274 billion in 2014, fully 9
per cent higher than the previous year. Estimates
from the 2016 Outlook Report point to a decline of
3.3 per cent in turnover in 2015, down to NOK 265
billion. The falling exchange rate of the Norwegian
krone means that the drop in turnover is even larger
than reported in the analysis. The Norwegian

PHOTO: ANDERS DALSETH, FARSTAD SHIPPING

foreign-going fleet is highly diversified, with a
number of advanced industrial shipping segments,
from short sea and deep sea, to offshore and subsea.
The diversity of the fleet compensates to some
degree for the collective drop in turnover.
Prognoses for 2016 show that shipowners anticipate
a drop in turnover of 3 per cent. If this prognosis
is realised, the collective turnover for shipowning
companies will be NOK 257 billion for 2016. If we
examine the individual segments, the picture is
more diversified. Short sea and deep sea shipowners expect positive development in turnover, while
offshore service shipowners and offshore entrepreneurs anticipate further decline.
Around 60 per cent of shipowners expect weaker
operating results in 2016. 23 per cent of shipowners
predict improved operating results in 2016. With
the exception of short sea, all shipowning segments
are less optimistic regarding increased profitability
in 2016 compared to 2015.
Regrettably, the number of ships and rigs in lay-up
has steadily increased since the autumn of 2014.

As of February 2016, 101 offshore vessels belonging
to Norwegian Shipowners’ Association members
were in lay-up. If the shipowners’ prognosis is
realised, this number will grow by 10 by the end of
June 2016. A significant increase is expected in the
number of stacked rigs. As of February 2016 the
total was 16, and offshore contractors expect this
number to rise to 23 by the end of June 2016.
Shipowners also anticipate more staff reductions in
2016. In all, between 4000 and 4500 employees are
expected to be laid off or terminated over the course
of the year, compared to 7300 in 2015. Available
training positions are expected to fall by around
200 in 2016. The majority of reductions will be Norwegian apprenticeships in the offshore contractor
and offshore service segments.
The Norwegian Shipowners’ Association is of the
opinion that the government’s Maritime Strategy,
and the measures now being carried out, provides
a good basis to continue developing the Norwegian
maritime cluster. We would like to underline the
importance of the maritime framework conditions
discussed in chapter 4.
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A Rising Tide

By Valeria Criscione

In our Maritime Outlook Report from last year,
we described how the Syrian crisis had triggered
the worst refugee crisis since the Second World
War. The West was still shocked by Russia’s
unprecedented land grab of another European
territory in Crimea. And it was also not certain
whether the outcome of the COP21 climate meeting in Paris would be a success, with oil prices
plummeting, wars and terrorism raging, and
economies stuttering.
When interviewing experts from around the
world for this year’s Maritime Outlook Report,
the o
 bjective has been to understand new trends
and challenges in geo-political security, the global
economy and global energy markets. The volatility
in all three areas has sent tremors throughout the
world. The question is whether there are calmer
waters ahead and – to quote former US President
John F. Kennedy - if the rising tide will lift all boats.

These three trends will influence politics, business
activity, job creation and energy prices.
Last year did, however, end on a bright note with the
successful COP21. A lesson from Paris is that international cooperation is indeed possible. Hopefully,
it can set the stage for further cooperation in other
policy areas too.
The outcome of the climate meeting will fundamentally affect the way policy makers and businesses
operate in the decades to come. It will be challenging, but also provide new opportunities. Furthermore, global industries need to be prepared for a
technological revolution that will both create and
destroy jobs, at the same time as having to deliver
on new ambitious low carbon targets.
These will be among the key challenges, and
opportunities, to watch out for in the future.

A key question in this year’s report is that a new
world order is being created by an ambitious China
filling the void left by a waning US on the world
stage, an economically challenged Russia pressed
by low oil prices, and Cold War rhetoric over the
dire situation in the Middle East.

VALERIA CRISCIONE

Valeria Criscione is a former Oslo
correspondent for the Financial
Times covering politics, business,
and culture. In this chapter, she has
interviewed leading international
thinkers and decision makers and
taken a closer look at three of the
global trends affecting the shipping
industry and shaping our future.
Criscione holds a Master’s degree
in journalism from Columbia
University in New York. She has
been freelancing since 2008.
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Global economy:

The New Norm
By Valeria Criscione

International Monetary Bank M
 anaging Director
Christine Lagarde warns of a “new mediocre” for the
global economy. Nobel prize winning economist Joseph
Stiglitz calls it the “new malaise.” And many now see
China’s fall from double-digit growth to 6 per cent as
the “new norm.”

CHRISTINE LAGARDE
PHOTO: NTBSCANPIX

In the heat of the financial crisis of
2008, Justin Yifu Lin became the first
chief economist from a developing
country at the World Bank. That was
a significant moment not just for the
Taiwan-born economist, but also for
the international development institution. It was a confirmation of China’s
growing leadership role in the global
economy.
“China was one of the poorest countries in the world,” said Lin. “In 1979
when China started this transition
(from socialist to market driven
economy), the per capita GDP of China
was less than one-third of the average
African country.”

JUSTIN YIFU LIN

More than 90 per cent of the country’s
production p
 re-1979 was not even
related to the global market. Since then China has
experienced an average gross domestic product
(GDP) growth of 9.7 per cent as a major trading
partner and bypassing the US in purchasing power
parity in 2014 as the largest economy in world.

PHOTO: NTBSCANPIX
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“(From 1979-2008) 680 million people got out of
poverty,” said Lin, founder of China Centre for
Economic Research and professor at Peking University, during KPMG’s Executive Conference this
November in Oslo. “That is probably why I became
senior vice president at the World Bank.”

What Crisis?
Since 2010, China’s overall GDP growth has
declined from 10 per cent to 6.9 per cent in 2015.
This slower growth has become the accepted “new
norm” for China, but is still a major uncertainty for
the world economy.
Lagarde has pointed to the risk of a new mediocre
period in the global economy with slow growth
over a long time. The IMF has revised its 2016
growth forecasts for the world downwards several
times, most recently to 3.4 per cent, with China’s
GDP growth slowing to 6.5 per cent. It warns that a
stronger-than-expected slowdown in China poses
one of the major risks for this year, possibly spilling over into trade, commodity prices and waning
confidence.
“This is the first time since the reform started in
1979 that we have had such an extended period of
deceleration in the Chinese economy,” said Lin.
But these “historically unprecedented” double-digit
GDP growth rates were frankly unsustainable,
says Joshua Cooper Ramo, co-CEO of Kissinger
A ssociates and former foreign editor for Time

PHOTO: NTBSCANPIX

Magazine. In Beijing, where he has lived for the
past 13 years, city dwellers basked in 17-18 per cent
economic growth. He believes the slowdown
is more a reflection of a conscious decision by
the C
 hinese government, to switch from a high
q uantity to high quality growth, rather than an
actual crisis.
“The struggle with the economy is that it simply
wasn’t engineered to last,” said Ramo in an interview in Oslo last November. “It was like running
a supercharged engine. The current Chinese
economic situation was inevitable because the
old model of growth was simply not sustainable.
You couldn’t fix that at 10 per cent a year growth.
You couldn’t fix that at 8 per cent a year growth.
You really needed to slow it down. So what they’re
trying to do is fix the economy while keeping it
r unning. And the faster it ran, the harder it made
that task.”
“I think the intent (with the Silk Road project) does
show an awareness of both the kind of economic
and political realities,” he added. “As they move
forward, it gets harder and harder to talk about
6 per cent growth. The scale of the economy, every
1 per cent is just so much bigger than it was five
years ago. So trying to generate huge numbers of
growth is difficult for them.”

Structural Transformation
Lin believes what’s happening is not a crisis, but
rather a phenomena occurring in all emerging
market economies and even some high income,
high performance export-oriented economies like
Korea, Taiwan, and Singapore. Compared to China,
their slowdown is even sharper. Relatively speaking
then China is faring quite well. It also reflects that
growing economies in high-income parts like the
US, Eurozone and Japan have not fully recovered
from the 2008 crisis.
“In 2008, every country adopted certain counter
cyclical fiscal stimulus and now those projects have
been completed,” said Lin. “But the global economy
has not recovered. So without new stimulus, investment growth rate will also decline. The only driver
of the growth is consumption. Relatively speaking
consumption in China is still growing very dynamically, very strongly.”
International experts currently doubt –in spite of
the recent stock market volatility – that China’s
economy is heading for a hard landing. Lagarde,
along with Credit Suisse chief executive Tidjane
Thiam and Japanese central bank governor
Haruhiko Kuroda, concurred in a session on the
global economic outlook at the World Economic
Annual Meeting in Davos that the Asian superpower would avert a sharp fall. Rather China was
just going through a major “triple transition” in
growth: from industry to service, from export to
domestic, and investment to consumption.
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The problem though is that China is not the
only one undergoing structural transformation,
according to Joseph Stiglitz. These are simultaneously happening all over the world, such as US
and Europe’s transition from a manufacturing to
service-based economy, and contributing to both
growing inequality and weak global demand.
“Historically markets […] never do this very
smoothly and we’re seeing that once again,” said
professor Stiglitz of the Columbia University
School of International and Public Affairs, in
Davos. “China over the last 15 years, in particular in
the last seven years, has been the engine of global
economic growth and part of that has been an
enormous demand for natural resources. Brazil
benefitted from it. Africa and Latin America
benefitted from it.
“It should have been obvious that it was not going
to continue. But markets are always short sighted
and they didn’t see the inevitable. And the result is
that China had to move from quantity to q uality of
growth. It was going to be less resource using, and
that drives the price of commodities,including the
price of oil.”

Oil Glut
Oil prices have dropped from more than $120 per
barrel in 2012 to less than $30 at the start of this
year, posing one of the major insecurities for the
global economy this year. Prices are low because
the market is awash in oil, both because of lower
energy demand and OPEC’s reluctance so far to
curtail output. Prices have fallen because of the
flood of new barrels to the global oil market following the lifting of Iranian trade s anctions in January.
Iran plans to boost output by 500,000 barrels per
day (b/d) and hopes to reach 1 million b/d by the end
of this year. But there are questions over how fast
Iran can get these additional barrels
onto the market and whether the OPEC
member will be discouraged from
doing so. Saudi Arabia and R
 ussia have
pushed Iran, Venezuela and Qatar to
join a provisional agreement reached in
February at Doha to freeze production
at January levels.
FATIH BIROL

PHOTO: NTBSCANPIX
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“To expect a huge increase from Iran, we have to
see new investments to go to Iran,” said Fatih Birol,
IEA director, in an interview this November in
Oslo. “To reach that, it has to be the right investment conditions in place and I think there are some
discussions between the Iranian government and
the c
 ompanies whether or not the right investment
conditions are there or not. I don’t think it will happen from one day to the other. It will be a process.”
The low oil price is good news for Europe as an
energy importer. Iran’s additional contributions
could also allay EU’s energy security concerns given
Germany’s reliance on Russian gas and geopolitical
nervousness after the annexation of Crimea. But
it is bad news for oil exporters, such as Russia and
Saudi Arabia. Should oil remain at $30, it could
wipe out 20 per cent of Middle East GDP this year
and 10 per cent of Russian, said Birol in Davos.
“I’d say sanctions have played a marginal effect on
Russia’s economic development since they were
introduced,” said Fredrik Erixon, director of the
Brussels-base European Centre for International
Political Economy, in an interview this November
in Oslo. “Of far greater importance to Russia and
the Russian economy is the decline in oil price.”

Jobless Growth
The sharp decline in commodity prices, combined with the significant slowdown in emerging
economies, is having a dramatic effect on job
growth. Brazil and Russia are both in recession on
the back of low oil prices. The International Labour
Organisation’s World Employment and Social
Outlook Trends 2016 report forecasts unemployment could rise by 3 million to 200 million in 2017,
mostly in emerging economies.
At the same time, the richest one per
cent of the population will own more
than 50 per cent of global wealth this
year, up from 44 per cent in 2009,
and nearly one billion workers will
be in moderate or near poverty,
according to the ILO. Oxfam International recently reported that just
JOSEPH STIGLITZ PHOTO: NTBSCANPIX
62 people own as much as the poorest half of the world’s population. This growing
inequality is one of the underlying reasons behind

the technology is making possible and making the
relevant changes to organisations and institutions
to ensure there is a shared prosperity.
”It’s true that technology is making the pie bigger
and overall wealth is getting larger, but there’s no
economic law that says everyone is going to benefit
proportionally,” said Brynjolfsson in Davos.
”It’s possible for some people to come out way ahead
and others behind. In the past about 20 years we
have seen what (MIT colleague) Andrew McAfee
and I have called the great decoupling. That is a
continued growth in productivity. GDP is at an all
time-high in most countries.”

PHOTO: NTBSCANPIX

the weak demand in the world economy and the
“great malaise,” according to Stiglitz.
“Those at the top don’t spend as much of their
income as those at the bottom, who have to spend
100 per cent, sometimes even more,” said Stiglitz.
“When you have this growth of inequality – which
has been really quite astounding in the last third of
a century – you are going to have a weak economy.”
Another concern for the economy is digitalisation
and its impact on the work force. According to the
WEF “Future of Jobs Report” released this January,
disruptive technology could erase a net 5.1 million
jobs over the period 2015-2020, mostly amongst
routine white-collar office workers, based on 15
economies surveyed. Another study by Oxford
University back in 2013 on “The Future of Employment” forecasts that nearly half of all US’ jobs could
potentially be replaced by machines within the next
three decades.

Shared Prosperity
Still society should focus on embracing the future
rather than protecting the past, according to Erik
Brynjolfsson, MIT Sloan School of Management
professor and co-author of “The Second Machine
Age.” This means speeding up human capabilities
and skills and organisations to keep up with what

“We have more millionaires and billionaires than
ever before […] But median income,
the income of the person at the 50th
percentile, is lower now in the US and
many other countries than in was in the
late 1990s. So productivity has become
decoupled. Part of the reason that has
happened is that technological p
 rogress
can be biased.”
ERIK BRYNJOLFSSON
PHOTO: FLICKR

Byrnjolfsson believes society should be prepared
to make important changes to its institutions and
organisations similar to the adaptations made after
the early industrial revolution, when steam engines
and electric-powered machines automated ”muscle
work.” Back then the US invented mass public
education and changed the social security system
to help ”soften the blow.”
”Technology can be used to create jobs or destroy
jobs,” said Brynjolfsson. ”But the answer is not to
hang on to what we have. It’s to increase the speed at
which we develop the new jobs, the new opportunities. That’s what (economist) Joseph Schumpeter
called creative destruction. And the economies that
do that faster, and the companies that embrace that,
are going to be more successful. And ultimately
that’s the best way to lift living standards and create
wealth for the many and not just the few.”
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Geo-political security:

The New World
Order
One year ago, geo-political security concerns focused
on a potential new Cold War with Russia following the
annexation of Crimea from the Ukraine. Now there is
talk of a Cold War over Syria and between Iran and
Saudi Arabia.
The conflict in the Ukraine may no
longer be the number one security concern, but it is part of the broader picture
illustrating three geo-political strategic
competitions between key players:
Russia versus the Ukraine, Middle East,
and East Asia with a growing China,
according to Espen Barth Eide, former
ESPEN BARTH EIDE
Norwegian foreign minister and World
PHOTO: NTBSCANPIX
Economic Forum (WEF) managing director and
head of geopolitical affairs.
This stands out from the types of conflict the world
was used to 15-20 years ago during the early postCold-War years, when there was less concern about
strong states and more focus on the failure of states
such as Yugoslavia, Rwanda and Afghanistan”,
according to Eide. “Now it is happening in more
places, superimposed by strategic competition
between strong states with opposing goals,” he said.
“The world is seeing the most concerning trends
in geopolitical security since the WEF started its
Global Risks Report (eleven years ago),” he said in an
interview from Brussels this January. “Many of these
issues discussed last year have just been exacerbated.
We see an increasing strengthening of key players.
We also see a continued trend towards increasing
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fragmentation and a loss of trust and state breakdown in the Middle East and elsewhere. And in 2015
it is even clearer that these two trends come together.”

Fragile States
Syria and Iraq are clear examples of this current
“fragility of states,” where the great powers are
competing for influence over the region. Iran and
Saudi Arabia are competing regionally, while
Russia and the United States for the first time are
engaged in the same theatre in the fight against
Daesh/ISIL (Islamic State of Iraq and the Levant)
and towards a resolution of the Syrian conflict.
The situation in Syria has only deteriorated
since the conflict began five years ago. More
than seven million Syrians are displaced in their
own country and millions more have become
refugees, mostly into the neighbouring countries
of T
 urkey, Lebanon, Jordan and Iraq. The European
Commission expects three million migrants will
arrive in Europe from 2015-2017.
“I’ve been to the camps,” said Eide. “It’s not a yearafter-year option to stay and put your life on hold.
They have given up the idea of coming home.”
The mass exodus has prompted many Schengen
countries to erect temporary border controls and
maritime efforts to stem human trafficking of
migrants. NATO in February deployed Standard
Maritime Group 2 to survey and monitor illegal
crossings in the Aegean Sea between Turkey and

PHOTO: POOL/REUTERS

Greece. Last year, the EU launched EUNAVFOR
MED Operation Sophia in the Southern Central
Mediterranean.
Most of the one million migrants and asylum seekers
that came to Europe last year arrived by sea, according to the International Organisation for Migration.
Nearly 4,000 were reported dead or missing. Moreover, approximately 11.5 per cent of the population
inside Syria were killed or injured due to the armed
conflict, according to the Syrian Centre for Policy
Research. The desperation has drawn the major
partners to the UN-led peace process in Geneva.
“Would you ever dreamt a month ago, two months
ago, the Russian Federation representatives and
the Americans sitting at the same table on the same
side with the UN, but they too aiming at finding
some solution for Syria?” said Staffan di Mistura,
UN special envoy to Syria, in a press conference
following talks with Norwegian foreign minister
Børge Brende this November in Oslo. “Would you
ever have dreamt three weeks ago to have Saudi
Arabia and Iran, not one minute, not 15 minutes,
but seven hours sitting to talk about how to end this
horrible conflict? That’s what has changed.”

Middle East Power Shifts
However, they are not all on the same side of the
table.
Saudi Arabia has severed diplomatic ties with Iran
after violence erupted at its embassy in Tehran
over Saudi Arabia’s execution of Shia cleric Nimr
al-Nimr. There is also uncertainty in Saudi Arabia
following the lifting of Iranian sanctions in connection with the nuclear deal with the P5+1 (the
United Nations Security Council’s five permanent
members China, France, Russia, United K ingdom,
and United States, plus Germany). More interestingly though is the signal that the lifting of
sanctions sends for the possible shifting alliance
between the US and Saudis to the benefit of Iran.
“The particular relationship between Saudi Arabia
and the US was based on when the US depended
on their oil,” said Eide. “If they are less dependent
and produce their own shale gas, that reduces the
importance.”
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Eide foresees that if there is a political normalisation that catches on beyond this deal. “Iran could
be seen as not only as an acceptable member of
the international community, but a welcome one
that could play a positive role. This could become a
major “trump” card for some of the Gulf States who
were used to be privileged partners and could easily
count on the support of the US if there was a dispute
with Iran.”
“We sense a nervousness and a concern from some
of the Gulf States,” said Eide. “Remember, this
happened as oil prices for the long haul have been
very low and clearly demonstrates the inability of
organisations like OPEC to contain the fall. This
will lead to changes in the Middle East. Plus there
are regional disputes coming on top. We will stay
tuned for rather interesting years in the near future
in the Middle East.”

Post-American Moment
“This could even in fact mark the unfolding of a
Cold War between Iran and Saudi Arabia,” says
Christopher Coker, professor of international
relations at the London School of Economics and
Political Science. In particular, he highlighted the
conflict in Yemen, where a Saudi-led coalition has
been fighting Iran-allied Houthi rebels supporting
former President Ali Abdullah Saleh.

CHRISTOPHER COKER
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“There is a real prospect of instability
in Saudi Arabia, the new ruling family
is dangerous and inept, and may fall to
an internal palace revolution,” he said in
an interview from London. “But the old
regime in Iran is holding the country back
too. China refuses to be a player. It wants
to be even handed with Iran and Saudi
Arabia but will soon have to choose.”

President Xi Jinping visited the Middle East this
January, marking the first Chinese state head visit
to Saudi Arabia in seven years. He also met with
Iran President Hassan Rouhani and agreed to
increase trade to $600 billion in the coming decades. The Middle East is a strategic point in China’s
ambitious Silk Road project, which would connect
China by land and sea to Europe and Africa via
Middle East transit routes.
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“One thing is clear, we are seeing a post-American
moment in the Middle East,”said Coker.
The other major power that is not on the same side
of the table in the Syrian conflict, and in fact is on
both sides, is Russia. Russia has engaged directly
military in Syria with bombing c
 ampaigns on
opposition forces. Russia and the US do not disagree on the common strategy of defeating Daesh/
ISIL, but they do disagree on the future of the Assad
regime. The US and Russia proposed this February a cessation to the hostilities in order to revive
the stuttering UN-led peace talks. Eide believes
Russia’s motive is to make sure that the Syrian
president comes out reasonably well in the peace
talks. Plus, Russia is still reeling from low oil prices
and the sanction regime imposed by the West over
the Ukraine.
“All parties in the (Syrian) conflict are backing different horses,” said Coker. “All are claiming they are
united in opposition to ISIS but Russia and Turkey
both need ISIS for their respective agendas.”
“Russia’s key security concerns are not Russia’s,
they are the Putin regime’s. And what he is still
most afraid of irrationally is regime change in
Russia. He will do everything to bolster his survival
prospects now that one sixth of Russians are living
on the poverty line and the country appears to be in
terminal decline. Bottom line is to continue intimidating the West, moving closer to China, and being
the indispensable power in the Middle East.”

Rising China
Still, Russia’s aspirations to leadership are more of
a regional issue in Europe, rather than a global one,
according to Fredrik Erixon, director of the European Centre for International Political Economy.
The overriding global development is the decline
of United States supremacy and the rise of a new
superpower called China with emerging aspirations for how it wants to shape the world and the
economy.
Among the most recent examples of this shift
are the spat between the US and China over the
n ine-dash line with the US navy patrolling waters
in the South China Sea that China, and other
neighbouring countries, are claiming. C
 hina’s
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building of new islands in the Spratlys, and its
attempt to create the new Silk Road and M
 aritime
Belt, also includes reinvigorating its strategy to
build ports around Asia.
“You can think about a lot of d
 ifferent reasons for
why they are doing it,” said Erixon in an interview
this November in Oslo. “But one of course is that
they want to get away from the US-controlled
Malacca Straits, which is the number one route you
choose if you want to export by sea or trade by sea
between Asia and Europe.
So it’s a very practical tangible example of the marriage between economy and politics and what type
of political conflicts we are going to
see in the next 20-30 years as China’s
vision of the world is going to get
developed.”
”I know a lot of people that tend to
be not on the hawkish side of the
argument, but do think that there is
FREDRIK ERIXON PHOTO: NTBSCANPIX
going to be a war in Asia,” he added.
“And that war is going to likely go into China and
Vietnam.”

China in February placed anti-aircraft missiles on
the disputed Woody Island in the Paracels, which
is also claimed by Vietnam and Taiwan. There are
also tensions in East China Sea over the Japanese
uninhabited Senkaku islands and over the commissioning of four new gas platforms near the median
line with Japan.

Geo-Economics
China is Japan’s key trading partner. But the
US is working on closer ties with Japan via the
Trans Pacific Partnership (TPP), a mega regional
trade agreement signed this February between
12 nations, representing 40 per cent of the global
economy. The deal, which excludes China, is part
of the many geo-economic tools such as sanctions,
preferential trade agreements, and international
infrastructure, that are increasingly being used for
political purposes, according to Eide.
“Modern conflicts tend to be hybrid,” he said. “It’s
not classical military conflict only. When nuclear
powers compete with each other, they do not want
outright war.”
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As the TPP gains momentum, China is taking a
leading role in the region and for the world through
the newly created Asian Investment Infrastructure
Bank (AIIB). Japan and the US are noticeably
absent members, but more than 50 nations – including Norway - joined the multilateral development
bank initiated by China as a way to accelerate infrastructure investments in Asia.
The creation of the AIIB addresses two factors,
according to Justin Yifu Lin, former chief
economist at the World Bank and founder of
the China Centre for Economic Research. The
lack of reform in the current “post World War II”
multilateral development institution architecture,
reflecting the US’ interest at that time, and the huge
demand for investment in the region which cannot
be met by the World Bank and Regional Development Bank. On the other hand Erixon says “this can
also be seen as a way for members to curry favour
with China.”
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“(The AIIB) to me is a symbol also over the c
 onfused
way that China is trying to make its way in the
world and how it wants to spend its economic
fortunes,” said Erixon. “Because it’s p
 erfectly
obvious that it’s using that money to build political alliances. This check book d
 iplomacy is now
perfected by the Chinese government…The way
it’s going to use that money is to build new political
a lliances. The idea of the new Silk Road or the One
Belt, One Road, is a combination of geopolitics and
the way for China to try to export some of its own
economic weakness.”
“The big development we are seeing right now is
the decline of the United States supremacy in not
just the world economy, but in world political affairs
more broadly.”

Global energy:

The New Climate

Christiana Figueres is no stranger to revolutions. She
is both the daughter of Costa Rican president and
social revolutionary José Figueres, and now “saviour of
the planet” at the successful COP21 in Paris.

low carbon economy,” said Angel Gurría, OECD Secretary General.

“I’m happy to call it a revolution,” the UN
Framework Convention on Climate Change
(UNFCCC) leader boomed from the dark stage at
Aftenposten’s Climate Conference October 2015
in Oslo, just weeks ahead of the COP21 climate
meeting in Paris. “There is no marcha atrás, or
reverse gear, as we say in Spanish.”

So what happens post-Paris? Nothing
short of a revolution, according to
Samantha Smith, World Wildlife
CHRISTINA FIGUERES
PHOTO: NTBSCANPIX
Fund’s Global Climate and Energy
Initiative leader. The climate agreement will trigger
a big review next year of pledges under the Kyoto
protocol followed by another major review in 2018
when developed countries have to explain how
they can do more. There is still a big gap between
countries’ pledges, also known as Intended Nationally Determined Contributions (INDCs), and the
2°C goal. Afterwards follows the regular five-year
cycles of reviewing and i mproving targets.

Many afterwards have hailed Paris for the most
part as a success. On December 12 2015, nearly
200 nations came together and agreed to the most
comprehensive climate agreement towards a 2°C
goal. Developed countries also pledged $100 billion
per year by 2020 for climate-change mitigation and
adaptation efforts in developing countries.
The agreement also aims to hold the increase in
the global average temperature to 1.5°C above
preindustrial levels, more ambitious than the 2°C
agreed target at COP15 in Copenhagen 2015 and
welcome news for low-lying island states sinking
into the sea, and promises to reach net zero emissions between 2050 and 2100 via carbon sinks.
“This is a watershed day for the world and especially
heartening for the OECD as one of the first international bodies to call for zero net emissions in the
second half of the century, for a price on carbon,
and for greater efforts to channel finance into the

Industrial Revolution

Most important, however, will be the new
“ industrial revolution” that is going to funda
mentally change some the world’s biggest sectors,
including shipping.
“We are at the start of an energy transition now
and I wouldn’t have said that even a year or so ago,”
said Smith in an interview with us in Oslo, newly
returned from Paris having “met, exceeded and
fallen short” on WWF expectations. “But there’s no
question that we’re on our way out of fossil fuels and
into renewable energy.”
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The industry obviously bearing the brunt of the
load will be the energy sector, which accounts for
almost two-thirds of all greenhouse gas e
 missions,
according to the International Energy Agency’s
2015 Edition of CO2 Emisisons from Fuel Combustion. The greatest generator of CO2 emissions by
sector is electricity and heat at 42 per cent, which
relies heavily on coal. Next comes the transport
sector, mostly due to road emissions. Shipping
accounts for 2.2 per cent of CO2 emissions.

Bridge Strategy
The IEA forecasts a total investment of $13.5 trillion
would have to be made in low-carbon technologies
and energy efficiency until 2030 if the more than 150
countries that had pledged by October 2015 fully
implemented their INDCs. An additional $3 trillion would be needed to bring the level of ambition
to the IEA’s “bridge strategy,” which uses existing
technology to reduce e
 missions while maintaining
economic growth.
Under IEA’s proposed bridge, five energy sector
measures could help achieve an early peak in total
energy related GHG emissions at no economic cost.
More than half of the $13.5 trillion bill would go
towards increasing energy efficiency in industry,
buildings and transport, while the rest for de-carbonising the power sector. The latter means getting
rid of the least-efficient coal-fired powered plants
and scrapping new construction; a near 50 per cent
increase in renewable energy technologies in the
power sector to $400 billion in 2030; phasing out of
fossil fuel subsidies by 2030; and cutting methane
emissions in petroleum production.
“I would say in the long run, we just
came from COP21 in Paris and an
implication of COP21 is that quite a
lot of hydrocarbons have to remain
in the ground forever, barring new
technology like carbon capture and
storage, which means in the longer
term, the next 20-30 years, is not good
BOB FORD PHOTO: NTBSCANPIX
for demand for oil,” said Bob Ford,
OECD country studies branch deputy d
 irector this
January in Oslo in conjunction with the presentation of the OECD Economics Survey Norway 2016.
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“Still, it will be important not to demonise the oil
and gas industry and accept that it will play a part of
the transition,” according to Figueres. “The oil and
gas industry sits on access to capital, t echnology,
and trained engineers who can be moved to the new
economies while oil and gas transition out,” she said
during the World Economic Forum Annual Meeting in Davos. “But the industry has to both figure
out which are their untenable investments, such as
the approximately $400 billion of capital expenditures for high cost oil and gas projects in sour gas,
deep-water and Arctic drilling that already is off the
table, and focus on its more efficient products.”
“At the same time, they need to begin to be the
motor behind the transition,” said Figueres.

A Just Transition
WWF’s Smith is not a subscriber to
the t heory of gas as a transition fuel
from coal and believes the world
will have to be completely out of
fossil fuels by 2050. This cross over
to the new green economy will
be neither smooth nor in just one
direction. The world is faced with
SAMANTHA SMITH PHOTO: WWF
the conundrum between protecting
the planet from fossil fuel emissions and the people
who previously relied on those jobs. The climate
agreement in Paris will generate the creation of
new sectors and potentially less consumption. That
will require governments and employers and workers to collaborate in what the unions would call a
“just transition.”
“These things are huge and are like another
industrial revolution,” said Smith. “If you work for
the oil sector here in Norway, and if you’re young,
you get retrained for a new job. If you are n
 earing
retirement, your pension is secured. This means
that the government uses all the mechanisms it
has to create new jobs in new sectors and that you
have a planned rapid and fair transition in the
economy because this is going to be really big and
disruptive.”

PHOTO: NTBSCANPIX
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“Like any big transition it’s a scary time because a
lot of jobs and sectors will disappear,” she added.
“We are also facing digitalisation and automation,
other things that are simultaneously revolutionizing work. A lot of things that were barriers in terms
of convenience are being removed by digitalisation.
3D printing, which depending on how quickly that
goes, can reduce the need for transport for finished
goods.”
“It’s exciting. But if you’re the oil and gas industry,
it’s really a do or die question…If you look already
at what is happening in the coal sector, in the US,
Australia and China, there were 100,000 workers
laid off in a single day. The coal sector is going
under and no one was really ready for it.”

Happy Divorce
However, the world will still need fossil fuels for its
increasing energy needs. The IEA World Energy
Outlook (WEO) 2015 estimates that the share of
non-fossil fuels will rise from 19 per cent of the
global mix to 25 per cent by 2040 as global energy
use grows by one-third.

MICHAEL LIEBREICH
PHOTO: NTBSCANPIX

Michael Liebreich, chairman of the
advisory board, Bloomberg New
Energy Finance, has called COP21 “not
the world saying it wishes it weren’t
trapped in an abusive relationship with
the fuel industry. Paris is the world’s
economy serving divorce papers,” he
said in a December blog We’ll Always
Have Paris.

But it is a happy divorce, according to Fatih Birol,
IEA director.
Demand for the biggest fossil fuel culprit, coal, is
expected to drop dramatically from meeting 45 per
cent of the energy mix to only 10 per cent of future
growth to 2040, says the IEA. The overall declining
use of coal, in particularly China, has helped what
Birol gladly refers to as the “happy divorce.” The
newly formed relationship decoupling GHG emissions from GDP proves the global economy can
grow while emissions fall.
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In 2014, global CO2 emissions from the energy
sector stood still, according to IEA data. That has
only happened three times in history during the
past four decades – in the early 1980s, 1992 and 2009
– and always in association with global economic
weakness. The difference in 2014 is that the global
economy expanded.
Even China, the second fastest growing economy,
made the crossover in 2015 to lower energy demand
despite growing GDP. This was thanks to stronger
energy efficiency policies and its transition from
a heavy industrial producer to a light one. China
spent more in new renewables generating capacity
in 2014 than the US, EU and Japan.
“Don’t you believe in a happy divorce?” said Birol in
an interview in Oslo November 2015. “We are seeing
that in China there is a divorce between economic
growth and energy demand, which is very good.
It means you can still grow without using two
much energy and with also having less of a carbon
footprint.”

New Business Climate
This “divorce” is what Figueres hopes COP21 will
be most known for. That the Paris a
 greement would
allow the global economy to grow, in particular
developing countries, while g reenhouse gas
projections come down. “A s tructure that allows
for the decoupling of GDP from GHG,” she said
ahead of COP21. “Those two lines that have been
going together for the past 100 years need to be
decoupled.”
The other measure of success will depend on how
the global community “interprets and acts on the
very strong signals from Paris in the long-term
de-fossilization of the global economy,” she said
in Davos. It is no longer an argument on whether
climate change is happening or the economics
of renewables. The cheapest solar power price
was adjudicated by Abu Dhabi Water Company
at just under 6 cents per kilowatt last year and the
cheapest wind power in Morocco was recently
priced at 3 cents, according to Figueres.

PHOTO: NTBSCANPIX

“Renewables are not anymore a romantic story,”
said Birol in Davos. “This phase is over. What we
need now is how to integrate these if we want to
reach the targets in Paris.”
Reaching these targets will call for a minimum
of $1 trillion per year in clean energy investments as part of the transition to a lower carbon
economy, according to the Global Commission on
Economy and Climate. It is just one of 10 key areas
proposed that could achieve nearly 96 per cent of
the emission reductions needed by 2030 to keep
global w
 arming under 2°C. These could also bring
significant economic benefits, such as an estimated

$18 trillion in savings globally by 2035 from investing in energy efficiency.
“Frankly, even after 20 years of working towards
that, that was the easy part,” said Figueres. “Now
starts the difficult part.
“My father said that if things are going badly,
continue the battle, and if things are going well,
find another battle. Everyone has agreed on the
d irection of travel so the next battle is to speed
up along that direction of travel. The strength of
Paris is that it builds a broad highway and allows
countries to choose their lane of choice.”
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2

Norwegian
	shipping
– status and trends 2016

About the statistics:
The Norwegian Shipowners’ Association maintains
statistics on the Norwegian-controlled international
fleet. The parameters 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, and owned by Norwegian-controlled shipping companies, defined as having at least 50%
Norwegian ownership.
The Norwegian Shipowners’ Association uses a more
limited definition of Norwegian-controlled ownership
compared to other analysts.
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The Norwegian maritime industry is global,
with a strong position in markets around the
world. Norway remains one of the world’s leading s hipping nations, and one of few with a
complete maritime cluster. The past decade saw
the N
 orwegian foreign-going fleet grow by just
under 100 ships. However, the number of ships
fell last year, though deadweight tonnage slightly
increased. These developments must be seen in
light of a dramatic slowdown in the global offshore
industry. Fully 70 per cent of newbuilds delivered
to the Norwegian-controlled fleet were offshore
service ships in 2014. In 2015 that number was down
to 30 per cent.

Figure 1:Development in the Norwegian-controlled foreign-going
fleet 2006-2016
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2.1 Stable development for the
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The composition of the Norwegian-controlled
foreign-going fleet reveals that offshore service
ships make up the largest segment, measured
by number of ships. The offshore fleet has seen
significant growth in number of ships over the past
decade. The Norwegian-controlled offshore fleet
is the most modern and advanced in the world, and
the next-largest, after the USA. No other segment
can match offshore growth in number of ships.
Despite this, shipowners are now depreciating
the market value of their fleets, and more than 100
Norwegian-controlled offshore vessels are laid up.
The Norwegian fleet of LNG tankers, shuttle
tankers, auto carriers and other specialty vessels
has also grown over the last ten years. Parallel to
this, segments such as bulk carriers, passenger
ships and ferries, chemical tankers and LPG ships
have all experienced declines, and number fewer
vessels than in 2006.
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Figure 2: Norwegian-controlled foreign-going fleet composition
as of 1 January 2016, by number of ships
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Figure 3: Norwegian-controlled foreign-going fleet by flag and
ship types as of 1 January 2016
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Figure 4: Norwegian-controlled foreign-going fleet
Largest foreign flags as of 1 January 2016
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At the beginning of 2016 there were 535 ships
registered in NIS, compared to 629 in 2006. This is
a decrease of 94 ships, or 15 per cent, over the past
decade. The number of foreign-going ships in NOR
has also fallen in the last ten years, from 242 to 214
ships. The drop of almost 30 ships amounts to 11 per
cent.
Global competition is fierce between registries
working to attract as many ships as possible. The
correlation is tight between the number of ships
under a national flag, and national framework
conditions. If Norway is to sustain and develop its
international influence, NIS must be made more
competitive. For NIS to be an attractive register it
must be able to compete with other international
registers, and have stable and predictable terms and
conditions. Proposed measures for strengthening
NIS are outlined in Chapter 4.
The number of ships in the Norwegian-controlled
fleet sailing under foreign flags, or registers,
has increased from 771 in 2006 to 975 in 2016,
an increase of 25 per cent. This growth is due
to n
 ewbuild deliveries and purchase of secondhand tonnage, as well as ships flagging out of the
Norwegian registers.

Combined	
  carriers	
  

SOURCE: NORWEGIAN SHIPOWNERS’ ASSOCIATION

One decade ago, 53 per cent of the Norwegiancontrolled fleet was sailing under the Norwegian
flag, in either the Norwegian Ordinary Ship
Register (NOR) or the Norwegian International
Ship Register (NIS). This picture has changed,
and entering 2016, the percentage of these ships
registered in Norway had fallen to 43 per cent. Seen
in deadweight tonnes (DWT), the percentage of
Norwegian-registered ships is somewhat higher, at
46 per cent.
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Choice of flag state is generally steered by
commercial interests. Besides NOR and NIS,
Norwegian international shipping companies
have most ships registered in the flag states of the
Bahamas, Singapore and Malta. Choice of flag is
largely dictated by the level of quality and service
in the registry, accessibility, price, and not least
individual regulations and practices.

The average age of ships in the Norwegian foreigngoing fleet has gone down by nearly three years
since 2006, to 10.7 years in the beginning of 2016.
Ships flying the Norwegian flag (NOR and NIS)
have a slightly lower average age than ships in other
national registers.

Figure 5: Development in average age of vessels in the Norwegian-controlled foreign-going fleet 2006-2016
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2.2 The Norwegian-controlled mobile
offshore unit fleet in decline
The Norwegian-controlled mobile offshore unit
fleet now stands at 44 units, with a marked decrease
over the last years. This reflects an extremely challenging offshore market, in particular the North
Sea and the Norwegian Continental Shelf (NCS).
90 per cent of Norwegian-controlled units are
engaged in drilling, while the remaining 10 per cent
are floatels and accommodation units. Thirteen
units are registered in the Norwegian Ordinary
Ship Register, amounting to more than 20 per cent.
The downward trend in investment on the NCS
continues. This decline follows a period of historically high investment levels. Contracts for mobile
offshore units are being cancelled, options for
renewal of existing contracts are seldom exercised,
new contracts are few and far between, and those
that do come up are signed at considerably lower
rates than previously. Against this backdrop, fewer
mobile offshore units are expected to be employed
on the NCS in the foreseeable future, and the drop
in number of planned exploration wells must be
seen in this light.
The NCS is the biggest single market for
Norwegian-controlled mobile offshore units.
40 per cent of mobile offshore units operate in the
Norwegian Sector of the North Sea, while 13 per
cent operate in the British Sector. As of 1 January
2016, 27 per cent of Norwegian-controlled mobile
offshore units were laid up or between contracts.

Figure 6: Development in number of Norwegian-controlled mobile
offshore units 2008-2016
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Figure 7: Number of Norwegian-controlled mobile offshore units
by type as of 1 January 2016
25	
  
20	
  
15	
  
10	
  
5	
  
0	
  

Semi-‐
submersibles	
  

Jack-‐ups	
  

Drill	
  ships/acc.	
  
Floa;ng	
  
ships	
  
produc;on	
  units	
  

Accommoda;on	
  units	
  

Drilling	
  units	
  

SOURCE: NORWEGIAN SHIPOWNERS’ ASSOCIATION

Figure 8: Number of Norwegian-controlled mobile offshore units
by area of operation as of 1 January 2016
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2.3 Orders drop from Norwegian
international shipowners
Norwegian international shipowners had a total
of 149 vessels on order as of 1 January 2016. Compared to last year, this figure represents a decline
of 15 per cent seen in number of ships, and 8 per
cent by value in NOK. 2008 stands as a record
year for orders from Norwegian shipowners, with
378 vessels booked. The decline from 2008 to the
present is 60 per cent, seen in number of ships. Of
the 149 ships on order, 36 are offshore service

vessels, 35 gas tankers, 23 chemical carriers and 20
bulk c
 arriers. Oil tankers, car carriers, combination
vessels and mixed-cargo vessels are also on order.
The order book has a total value of NOK 85 billion
as of 1 January 2016, or USD 9.6 billion. A steadily
rising dollar is a contributing factor to sustaining the high NOK value. Three-quarters of ships
on order today will be delivered in 2016, with the
remaining 25 per cent scheduled for delivery in 2017
and 2018.
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Figure 9: Development in Norwegian-controlled orderbook - number of ships and value, 2006-2016. The foreign-going fleet
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Figure 10: Norwegian-controlled orderbook by type - number of ships as of 1 January 2016. The foreign-going fleet
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Figure 11: Norwegian-controlled orderbook - by year of delivery
as of 1 January 2016. The foreign-going fleet
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The two most important shipbuilding countries for
Norwegian international shipowners are China
(34 per cent) and South-Korea (33 per cent),
measured in number of ships. Only 9 per cent of the
total orderbook is with Norwegian yards.
Orders from foreign-going shipping companies
have stagnated, with only a few orders coming
in the past year. This will have a large impact on
Norwegian industry in general.
Orderbooks at Norwegian yards have largely been
related to offshore shipping, and the drop must be
seen in light of reduced activity in offshore oil and
gas. Accordingly, long-term trends show a sharp
decline in orders to Norwegian yards. We have not
seen so few orders since the year 2000.
Figure 12: Norwegian-controlled orderbook by country of built as
of 1 January 2016. The foreign going fleet
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Figure 13: Development of the orderbook at Norwegian yards
2006–2016.
The Norwegian foreign-going fleet
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2.4 Orders for mobile offshore
units also decline
Norwegian mobile offshore unit companies had a
total of seven units on order at the start of 2016, at a
value of NOK 29 billion, or USD 3.3 billion. This is five
units fewer than in the previous year. These five have
either been delivered, or cancelled. No new orders
have been placed. All the units are being built in Asia,
either in South-Korea, China, or Japan.
Figure 14: Development of orderbook – Norwegian-controlled
mobile offshore units in number and bill. NOK, 2006–2016
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Figure 15: Orderbook – Norwegian-controlled mobile offshore
units as of 1 January 2016
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2.5 Market value of the Norwegian fleet
Carrying capacity based on deadweight or gross
tonnage has long been the customary yardstick
when measuring a shipping nation’s position in
the industry. By this measure, Norway held third
place for many years, behind Japan and Greece.
But there are many reasons why carrying capacity
alone cannot provide a representative picture of
the shipping industry’s international position and
value creation. The most significant of these is that
the size of a ship’s cargo hold conveys only limited

information on its composition and value. The
Norwegian fleet counts a large number of advanced
and high-value vessels that are not necessarily
designed to maximise carrying capacity, but rather
to perform complex operations.
The business analysis firm Menon Economics has
been commissioned by the Norwegian Shipowners’
Association to perform an annual evaluation of the
global fleet based on building costs in the various
vessel segments, adjusted for fleet age and size. The
evaluation includes an estimate for 2016, where the

Figure 16: Development in the Norwegian shares of the world’s merchant fleet by different key indicators
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Figure
20017: Top 10 merchant fleets of the world by market value in bill. USD by segments as of 2015
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world fleet size in number of ships and tonnage is
from 2015, and the values are from January 2016.

By value, the Norwegian fleet ranks at number
six among shipowning nations. Japan, Greece,
China, Germany and the USA come in ahead of
Norway, with the UK, Singapore, South-Korea
and Denmark following in the next four spots. The
offshore s ervice segment represents the highest
market value in the Norwegian fleet. Only the
USA has an offshore service fleet with a higher
value. Comparing figures for 2005 and 2015 the
Norwegian offshore service segment has had the
largest growth, followed by the chemical tanker
segment and the liquified gas segment.

The value of the global fleet has increased from
USD 437 billion in 2001 to USD 1333 billion in 2015.
The estimated value of the global fleet has fallen to
USD 1220 billion in 2016. The Norwegian fleet was
valued at USD 72 billion in 2015, and the estimate
for 2016 shows a value of USD 64 billion. The
Norwegian fleet makes up nearly five per cent of the
global fleet, measured by value.

Figure 18: Market value of the Norwegian fleet in bill. USD in 2005 and 2015 by segments
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Figure 19: Development in the Norwegian market value by segments in bill. USD
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3

Maritime outlook
2016

In this year’s outlook report, we see shipowners
preparing for a drop in activity and weaker profit
margins. Around 60 per cent of shipowning c ompanies
anticipate weaker profitability in 2016 than in 2015.
Shipowners expect to lay up additional offshore
ships and rigs before the summer, and the number
of r edundant employees in the offshore segment is
expected to increase in 2016.

3.1 The maritime industry creates
significant value
Norway is one of only a handful of countries with
a virtually complete maritime cluster, consisting
of leading international shipping companies,
shipyards, equipment manufacturers, classification
societies, ship designers, brokers, and providers of
insurance and financial services.

About the survey:
Maritime Outlook 2016 is based on a survey of
Norwegian Shipowners’ Association members, statistics
from our own databases, and value creation analyses
from Menon Economics (Menon). In the survey, our
members, Norwegian international shipping companies,
were asked to provide key figures on turnover and operating results, employment, market developments, access
to capital, growth markets, and global trends. The survey
was carried out between 2 and 25 February 2016. A total
of 109 shipowners responded to the survey, and their
responses are incorporated into figures presented in this
year’s Outlook Report. A more detailed description of
the data set and methodology is found at the end of the
report. This year marks the fourth edition of the Maritime
Outlook report, first released in 2013.

FOUR SHIPPING SEGMENTS ARE INCLUDED
IN THE 2016 MARITIME OUTLOOK REPORT:

■■ Deep sea shipping – tankers, dry bulk, LNG, chemical,
containers, cargo and car carriers in intercontinental
trade
■■ Short sea shipping – the same segments as for deep
sea, conducting regional freight trade in Europe, and
including passenger ships trafficking European routes
■■ Offshore service – platform supply vessels, anchor
handling vessels, construction vessels, seismic and
other offshore-related specialised vessels, and
subsea support vessels
■■ Offshore contractors – rigs, drill ships and floating
production, storage and offloading units (FPSO)
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With a total value creation of close to NOK 190
billion, and 110,000 employees in Norway, the
maritime industry is one of Norway’s largest and
most important industries. Excluding petroleum companies, the maritime industry’s share
of N
 orwegian value creation stands at 12 per
cent. Norway’s maritime industry is global and
knowledge-based, with strong market positions
around the world. Norway’s leading position has

been achieved through continuous innovation and
renewal. Sustaining this ability to innovate and
develop is essential for the survival of an industry
facing weakened offshore markets brought on
by falling oil prices and declining activity levels.
2014 marked a high point for value creation, but it
was also a year of great change for the shipowning
industry.

Figure 20: Value creation in the maritime industry from 2004 to 2014 by main groups (NOK bill.)
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Figure 21: Employment in the maritime industry 2004-2014 by main groups
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“Norway’s maritime industry is global and
knowledge-based, with strong market
positions around the world.”

Figure 22: Value creation by main groups (left) and shipowning sub-groups (right) 2014
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Figure 23: Maritime value creation and the industries share (excl. petroleum companies) of Norwegian value
creation 2004-2014, NOK bill.
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“The maritime industry is becoming steadily
more competence-based, and there are several
processes contributing to this development.”

3.2 High levels of competence lead to high
productivity and high wages
The maritime industry is becoming steadily more
competence-based, and there are several processes
contributing to this development.
Firstly, maritime companies, shipowners, equipment producers, yards and service providers play a
central role in the development of highly advanced
technological solutions for the oil and gas segment.
Specialised vessels, dynamic positioning, and
navigational systems are just some of the areas of
expertise where Norwegian companies command a
leading position.
Secondly, shipping is increasingly integrated into a
complex international logistics network, requiring
sophisticated databases, surveillance systems and
communication systems. Norwegian players like
Wilh. Wilhelmsen, Kongsberg Maritime and DNV
GL are driving this development.
Thirdly, increasingly stringent requirements for
safety and the environment are stimulating continuous innovation and technological development
in ship design, propulsion systems and ballast water
treatment technologies, among other areas.
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The high level of competency in the maritime
industry is evident in companies’ wage costs per
employee. These are an indication of the productivity of the labour force, and represent the minimum
level of average employee contribution to value
creation in companies. When wage costs exceed
employee contribution to value creation, the company loses money and will eventually be forced out
of business.
Average wage costs over the past three years,
including employer’s contributions and pension,
came to NOK 975,000 per employee in the maritime
industry. By comparison, the average for all other
Norwegian industries combined was NOK 565,000
per employee.
In other words, salary levels in the maritime industry are nearly 75 per cent higher than in the rest
of Norwegian industry, indicating an extremely
high level of competence and productivity. High
wage costs and value creation also mean that tax
revenues from the maritime segment are significantly higher than the number of employees would
indicate. In the progressive Norwegian tax regime,
tax intake from wage income is 88 per cent higher
in the maritime industry than in other private
industry. The method for calculating this difference
is outlined in the following paragraph.

Figure 24: Value creation and wage costs per employee - Maritime industry compared to
other Norwegian industry. Average 2012-2014.
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Significant revenue to society from the
maritime industries
Wage costs in the maritime industry were NOK
105 billion in 2014, while wage costs in Norwegian
industry as a whole were NOK 980 billion. In
other words, the maritime industry contributes 11
per cent of total Norwegian wage costs. However,
the maritime industry’s contribution to state and
municipal tax revenues is higher than this share
would indicate, as wage costs per employee are
far higher in the maritime industry compared to
other industry. This wage differential means that
a single maritime employee generates on average
NOK 48,000 more in employer’s contributions
than the average Norwegian employee. This may
not seem like a significant amount, but with more
than 110,000 employees, it amounts to an additional
NOK 5.2 billion in employers’ contributions.

Disparity in income tax is even larger. With wage
costs per employee in the maritime industry at
around NOK 960,000, employees paid on average
NOK 405,000 in taxes in 2014. By comparison, the
average employee in Norwegian industry, earning
NOK 575,000, paid around NOK 215,000 in taxes.
In other words, a maritime employee pays on
average NOK 190,000 more in taxes. Totalling this
difference for all employees shows that maritime
employees pay NOK 20.8 billion more in taxes than
the average for employees in other sectors of Norwegian industry. Support for the net wage scheme
for seafarers must be subtracted from this amount.
In 2014, NOK 1.7 billion was allotted to support
employment of Norwegian seafarers on board ships
in the NOR and NIS registers, or less than 10 per
cent of the difference in calculated tax revenues.
Calculations from Menon Economics indicate
that state and municipal revenues from wage costs
in the maritime industry in 2014 were more than
NOK 19 billion higher than they would have been if
maritime wages were at the national average. The
actual difference is most likely even larger, as the
above calculations do not take into account salary
disparities within industries, or regional variations
in employer’s contributions.
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3.3 Shipowners anticipate
lower turnover in 2016

Deep sea and short sea shipowners anticipate
growth in turnover

After five consecutive years of rising income,
turnover fell in 2015. Prognoses indicate that the
decline will continue in 2016.

In 2004, deep sea shipowners’ turnover was more
than four times that of offshore service shipowners.
Up until 2011, deep sea was the largest shipowning
segment in Norway, measured by turnover. At
the same time, offshore service companies were
experiencing much stronger growth, and by 2012
they had become the largest shipowning segment
in Norway. The dramatic fall in oil prices over the
past year and the resulting cuts in oil companies’
exploration and development activities have led to a
10 per cent drop in offshore service shipowners’ revenue. This decline, combined with growth in deep
sea income, has made deep sea once again the largest segment in Norwegian international shipping,
with NOK 93 billion in combined turnover in 2015.
Turnover is expected to increase to NOK 95 billion
in 2016. Despite this, turnover in the deep sea segment is not back at the record level of 2008, though
there has been stable growth every year since the
financial crisis.

Norwegian international shipping companies had
a collective turnover of NOK 274 billion in 2014, an
increase of fully 9 per cent from the previous year.
Estimates from this year’s Outlook Report indicate
that shipowner’s collective turnover fell by 3.3 per
cent in 2015, to NOK 265 billion. A lower exchange
rate for the Norwegian krone means that the drop
in turnover is even larger than indicated by the
analyses. The Norwegian foreign-going fleet is
highly diversified, with a high degree of advanced
industrial shipping. This advance and diverse fleet
compensates to some degree for reduced turnover.
Shipowners’ expectations last year, as presented
in the Outlook Report for 2015, predicted growth
in turnover of 2.3 per cent. The deviation of 5.5
per cent is due mainly to operating income in the
offshore contracting segment ending substantially
lower than expected. Prognoses for the remaining
shipowning segments appear to have been closer to
the mark.
Shipowners are far less optimistic this year than
last, and expect turnover to fall by 3 per cent. If this
prognosis is realised, collective turnover for shipowning companies will end up at NOK 257 billion
for 2016.
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Short sea shipowners experienced virtually no
growth in 2015, and anticipate growth of 3.9 per cent
in 2016, which would give them a combined turnover of around NOK 18 billion.

PHOTO: HÖEGH AUTOLINERS

Figure 25: Percentage change in Norwegian shipping companies’ turnover from the previous year,
including 2015 estimate and prognosis 2016
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Figure 26: Total turnover for Norwegian shipping companies in the period 2004-2016,
including 2015 estimate and prognosis 2016
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Offshore shipowners expect reduced turnover
The estimated decline in offshore service shipping
companies’ income for 2015 was 10 per cent. This is
the first time in 13 years that this segment has experienced falling turnover. The shipowners expect
the decline to continue in 2016, predicting a fall of 8
per cent. If this prognosis is realised, it would mean
a decline in the income of offshore service ship
owners of NOK 17 billion over two years, from NOK
103 billion in 2014, to NOK 86 billion in 2016.
Offshore contractors anticipated 9 per cent growth
in turnover for 2015. Estimates based on the companies’ own accounting instead indicate a decline
of around 8 per cent. For 2016, offshore contractors
expect a somewhat slower decline, at 5 per cent.
This would mean a fall in combined turnover
for the segment from NOK 66 billion in 2014 to
NOK 58 billion in 2016. As a consequence of major
upheaval in the rig market, we must be prepared for
further decline in total turnover for this segment.

The market for mobile offshore units has been hit
hard, globally and on the Norwegian Continental
Shelf (NCS). The utilisation of many units declined
dramatically in 2015, and is expected to worsen in
2016 and 2017, as a larger share of the fleet will go off
contract compared with 2015.

23 mobile offshore units expected to be in layup
by the end of June 2016
The number of ships and rigs in layup has grown
steadily since the autumn of 2014. As of February
2016, 101 offshore vessels belonging to members of
the Norwegian Shipowners’ Association were in
layup. If the shipowners’ prognosis is realised, the
number of ships in layup will continue to increase
towards the summer. The number of stacked rigs is
expected to increase significantly. As of February
2016, the number totals 16 and offshore contractors
expect this number to climb to 23 by the end of
June.

Figure 28: Number of ships/rigs in layup per February 2016, and expected layup by end of June 2016
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Negative expectations for
foreign markets in 2016

Figure 28: Norwegian shipowners’ income from petroleumrelated income by segment in the period 2014-2016
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anticipated for the same period. Deep sea shipowners had by far the largest share of their revenue from
foreign markets in 2015, with an estimated NOK
82 billion, a marked increase from 2014. Modest
growth is anticipated for 2016.
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Anticipated reduction in shipowners’
petroleum-related income
Operating income from the oil and gas market is
expected to fall by 9 per cent from 2014 to 2016. This
decline is offset somewhat by an anticipated rise in
petroleum-related turnover for the deep sea segment
of 25 per cent in the same period, while turnover for
offshore service and offshore contractors will likely
fall by 16 and 12 per cent, respectively. This decline is
not compensated for by growth in shipping activities
that are unrelated to petroleum. Operating income
from other markets than oil and gas should remain
stable for the period of 2014 to 2016.

Shipowning companies in the offshore service and
contractor segments experienced strong growth
in foreign revenue in both 2013 and 2014. Revenues
declined in 2015, and declines of respectively 15
and 13 per cent are anticipated for 2016. There are
significant differences between the shipowning segments regarding how important foreign
markets are for company revenue. Deep sea
shipowners gained 88 per cent of their income from
foreign markets in 2015, while the respective figures
for offshore service and contractors were 53 and 26
per cent. Short sea shipowners’ income is equally
divided between international and domestic
markets.

Figure 29: Estimated 2015 turnover in four shipowning groups, Norwegian and international markets
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Oﬀshore service
Income from within Norway/NCS

Oﬀshore contractor

Petroleum-related turnover is calculated
using the following method:
Petroleum-related turnover is determined for each individual
company in the survey and aggregated up. The companies
have reported what percentage of their turnover in 2015 is
generated by petroleum-related activity, i.e. deliveries to oil
and gas companies and the offshore supplier industry. We
have assumed that the percentage is consistent for 20132015 and multiplied turnover for these three years by the
reported percentage for petroleum-related turnover.

Revenue from markets outside n
 orway
is calculated using the following
method:
Revenue from overseas markets is calculated for each
individual company in the survey and aggregated up.
Companies have reported the percentage of 2015
revenue stemming from overseas activities, and
reported revenue figures. Using this method, revenue
from the Norwegian market and the NCS can also be
calculated.

PHOTO: ARRIVA SHIPPING
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“Fully 85 per cent of offshore service shipowners
believe that profitability will be weaker …”

3.4 Shipowners expect weaker profitability
in 2016
Shipowners were far less optimistic in their expectations for profitability in 2015 than the previous
year, and they are even more pessimistic for 2016.
Only 23 per cent of shipowners expect improved
operating results, compared with 35 per cent in 2015.
Around 60 per cent expect weaker operating results
for 2016, compared with only 8 per cent in the 2014
survey.
■■ 59 per cent expect weaker results
(42 per cent in 2015)
■■ 18 per cent expect no change in results
(23 per cent in 2015)
■■ 23 per cent expect improved results
(35 per cent in 2015)
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Offshore shipowners most negative
With the exception of short sea shipping, all
shipowning segments are less optimistic regarding
improved profitability for 2016 than they were for
2015. Deep sea shipowners were the most optimistic
group of the four in 2015, but the percentage expecting a stronger bottom line this year is only half that
of last year, down from 60 to just over 30 per cent.
Fully 85 per cent of offshore service shipowners
believe that profitability will be weaker, with only 5
per cent expecting improved results. 82 per cent of
rig owners expect weaker results this year.

Figure 30: Shipowners’ expectations for operating results from previous year
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Figure 31: Percentage of shipowners expecting weaker operating results
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Figure 32: Percentage of shipowners expecting improved operating results
70%	
  
60%	
  
50%	
  
40%	
  
30%	
  
20%	
  
10%	
  
0%	
  

Short	
  sea	
  

Deep	
  sea	
  
Expecta=ons	
  2015	
  

Oﬀshore	
  service	
  

Oﬀshore	
  contractor	
  

Expecta=ons	
  2016	
  

SOURCE: NORWEGIAN SHIPOWNERS’ ASSOCIATION/MENON ECONOMICS

49

PHOTO: ODFJELL SE

3.5 Shipowners anticipate further staff
reductions
According to the shipowners’ own estimations,
staff cuts will taper off in 2016. A combined number
of 4000-4500 layoffs and terminations are anticipated in 2016, compared with 7300 in 2015. 3150 jobs
were cut in 2015 in the offshore service segment,
while shipowners expect further 1000-1500 jobs to
disappear in 2016. Offshore contractors alone represented 50 per cent of job reductions in 2015. This
is expected to increase to 60 per cent in 2016. Also
deep sea shipowners expect more job cuts in 2016
compared with 2015.

Number of training positions to be reduced
60 shipowners, or 55 per cent of participants in the
Outlook survey, maintain training positions today.
About half of these are offshore service shipowners.
In each of the three other shipowning categories
there are around 10 shipowners with training
positions. Deep sea shipowners have the highest
number of positions per company, more than 70,
compared with just under 30 in offshore service.
The total number of training positions today is
close to 1900. Available training positions are
expected to fall by around 200 in 2016. The majority
of reductions will be Norwegian apprenticeships
with offshore contractors and offshore service
shipowners.

“A combined number of 4000-4500 layoffs and
terminations are anticipated in 2016, compared
with 7300 in 2015.”
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Figure 33: Number of employees laid off and terminated 2015

Figure 34: Number of employees laid off and terminated 2015
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Figure 35: Number of employees laid off and terminated – four shipowning groups
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Figure 36: Shipowners expect to reduce the number of training positions in 2016
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“… one in three shipowners view capital
availability as very tight.”

3.6 Shipowners expect a tighter capital
market
The shipowners’ access to capital has been gradually eroded over the past two years. In 2015, one
out of four shipowners still experienced access to
capital as good, compared with nearly 50 per cent
in 2014. In 2016, only 15 per cent say the same, with
none reporting access to capital as very good.
There has also been a sharp upturn in the number
of shipowners judging access to capital to be very
tight. This number was less than 10 per cent in 2015,
while today one in three shipowners view capital
availability as very tight. Expectations for developments in the capital market through 2016 are
largely negative. Almost no shipowners anticipate
improved capital availability, and 55 per cent expect
the situation to worsen.

Offshore service shipowners are the most
pessimistic regarding capital availability
All four shipowning groups experience access
to capital as tight in 2016, but offshore service
shipowners in particular are pessimistic. Only one
shipowner (3 per cent) described it as good, while
two out of three describe it as tight or very tight.
Offshore contractors have also experienced a clear
tightening of capital markets, but in this group, 18
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per cent still consider access to be good, with 45 per
cent deeming it tight. All four shipowning groups
expect capital availability to tighten considerably
during the course of 2016. They expected the same
in 2015, and were proven correct.
Shipping companies with foreign ownership perceive capital availability as better than Norwegianowned shipping companies. The difference is
smaller regarding expectations for developments
in access to capital. There are only marginal differences in estimation of capital availability between
listed and non-listed companies, though listed companies are somewhat more pessimistic. This indicates that being listed on a stock exchange is of little
advantage when it comes to capital availability in
today’s market.
Two years ago, the situation was notably different. Then, independent Norwegian shipowners
experienced access to capital as being far tighter
than did shipping companies owned by Norwegian
or foreign-controlled corporations. The reason
given for this was that these companies were
small and lacked the credit rating that generally
accompanies ownership by corporations with more
financial muscle. The same pattern was identified
with regard to market listing. Listed shipowners
reported much better access to capital than nonlisted companies.

PHOTO: GC RIEBER

Figure 37: Shipowners’ expectations for change in capital access, 2014-2016
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Figure 38: Shipowners expectations for improved or worsened access to capital in 2016
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Shipowning companies’
geographical markets
Shipowners were asked to report which three countries
are most important for their businesses. The pie chart
shows only the most important countries. The remainder
are collectively referred to as “Other countries”.
Percentages reflect the number of times a country was
mentioned in relation to the total number of countries on
the list.

3.7 Shipowning companies’ geographical
markets

China and the USA will be the most
important for deep sea shipowners

Norwegian shipowners name Norway as the
overall most important regional market for the
development of their business.

The 33 responding deep sea shipowners named a
total of 25 different countries when asked which
markets will be most important for their business. 23 name China as among their three most
important future markets, or 7 out of 10 deep sea
shipowners. Nearly half have the USA on their lists,
followed by Norway, Brazil, and Russia. All areas
and economic regions of the world are covered in
the 25 countries mentioned by deep sea shipowners.

Germany will be the most important
market for short sea shipowners
A total of 15 countries were mentioned when the 18
short sea shipowners participating in the Outlook
survey were asked to name the three most important
countries for the development of their business. 11 of
the 18 named Germany, while Denmark was named
by 5 companies. All of the countries mentioned by
more than one shipowner are in Northern Europe.
This indicates that the future geographical focus
for short sea shipowners will lie in the North Sea,
Skagerak, and the Baltic Sea.
Figure 39: The most important countries for development of
Norwegian short sea shipowning companies

Germany	
  
25	
  %	
  

Other	
  
countries	
  
34	
  %	
  

Figur40: The most important countries for development of
Norwegian deep sea shipowning companies

China	
  
24	
  %	
  
Other	
  
countries	
  
37	
  %	
  

Denmark	
  
12	
  %	
  
UK	
  
9	
  %	
  
Sweden	
  
9	
  %	
  
SOURCE: NORWEGIAN SHIPOWNERS’ ASSOCIATION

54

Norway	
  
11	
  %	
  

USA	
  
17	
  %	
  
Russia	
  
6	
  %	
  

Brazil	
  
7	
  %	
  

SOURCE: NORWEGIAN SHIPOWNERS’ ASSOCIATION

Norway	
  
9	
  %	
  

“… 7 out of 10 deep sea shipowners name China as
one of the most important countries”.

The Norwegian and UK continental shelves
will be most important for offshore service
shipowners
Norway is named by 6 out of 10 offshore service
shipowners as one of their three most important
countries for future development. Slightly fewer
have the UK on their lists. Brazil, Russia and Germany are the next most important countries. In all,
24 countries around the world are mentioned.

Figure 41: The most important countries for development of
Norwegian offshore service shipowning companies

Offshore contractors will be concentrated on
the Norwegian and UK continental shelves, or
spread thinly around the world/across global
markets
60 per cent of offshore contractors name Norway as
one of their three most important future markets,
while 50 per cent mention the UK. Canada and the
USA follow far behind. Even though only
19 offshore contractors responded to the survey,
20 countries are mentioned as being among the
group’s three most important future markets.
13 countries, such as the Ivory Coast, Ireland, and
Iran, are mentioned by only one company each.

Figure 42: The most important countries for development of
Norwegian offshore contractors
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#TheNewBlue

70%

OF THE EARTH IS
COVERED BY OCEANS

70 per cent of the earth’s surface is covered by the oceans. For centuries, the oceans
have served to connect the continents. 90 per cent of goods world-wide are transported
on ships. Shipping is the most energy efficient form of transportation for goods between
continents.
New technology, Big Data and digitisation will all change the shipping industry dramatically.
Increased waterborne transportation will contribute to sustainable growth globally.

PHOTO: SCANPIX, NORLINES, NORLED
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“The question we asked ourselves in Klaveness
was not if we need to do something about
it, but what we do about it. In Klaveness we
have decided that we are all in – we want to
be a shaper of digital shipping. In short, our
goal is to take the global combi and dry bulk
concepts digital towards 2021”, said CEO Lasse
Kristoffersen, Klaveness.
Nor Line’s two sister ships, Kvitbjørn og Kvitnos,
are probably the world’s most environmentally
friendly cargo vessels. The ships are equipped
with clean gas engines from Rolls-Royce, the
first of its kind.
The shore power project in Oslo sent important
signals about environmental innovation, and
a willingness and ability to invest in maritime
solutions for the future. In October 2011, the
world’s largest cruise ship with a car deck, M/S
Color Magic, connected to Norway’s first high
voltage shore power.
In January 2015, the world’s first battery ferry
started operating in the Sognefjord between
Lavik and Oppedal. Ampere is owned by Norled
and is 120 meters long. An annual consumption
of 1 million liters of diesel is replaced with
power from 10 tons of batteries of 1000 kWh.
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#TheNewBlue

80%

OF THE OCEAN IS DEEPER
THAN 3,000 METERS

The ocean depths are the earth’s last unexplored frontier. Fully
80 per cent is deeper than 3000 metres, and only 5 per cent of
the world’s ocean space has been explored. With knowledge
and experience gained from years of operating in deep and
challenging ocean regions, Norwegian companies are world
leaders in complex operations on, in, and under the sea.

PHOTO: TECHNIP, OPTIME SUBSEA SERVICES, BLUEEYE
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Why is it we still know less about the ocean floor than
we know about the surface of Mars? And why have we
not mapped more than five per cent of the oceans?
BlueEye makes it fun and easy to explore the ocean.
Video and images of underwater adventures are easily
shared, and data can be stored for documentation,
mapping or monitoring.
The shipowner company Østensjø Rederi is entering the
offshore wind segment with their new SOV. The vessel
is one of the first in the world to be purposely designed
and built to serve offshore wind farms, and will be
delivered in 2017.
Åsgard Subsea Compression is the world’s first
subsea compression system, and a giant leap for the
industry toward the ‘Subsea Factory’ of the future. In
2012 Technip was awarded a contract with Statoil for
installation and intervention services on the milestone
project.
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#TheNewBlue

90%

OF OCEAN RESOURCES
HAVE YET TO BE EXPLORED

The world’s need for energy, minerals and food is growing
as the population grows. The sea contains enormous
resources, and over 90 per cent are still unexplored.
Harvested using new technologies, these resources will
enable sustainable growth and help meet the needs of a
growing world population.

PHOTO: SCANPIX, ATLANTIS RESOURCES
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SalMar has developed a
conceptual solution for more
robust and efficient aquaculture,
operating far offshore. Applying
offshore knowledge from the oil
and gas industry to installations
at sea, these giant ocean farming
cages will have a total height of
67 metres and a diameter of 110
metres. The units will weigh 5,600
tonnes, with a volume of 245,000
cubic metres.
Scotland is investing heavily in
renewable energy sources. A
total of 269 turbines are set to
be lowered onto the Scottish
seabed. The world’s largest array
of underwater tidal turbines will
generate enough electricity for
175,000 homes.
The specialised vessel SS
NUJOMA was launched at Kleven
Yards on January 2016. The
ship was originally designed
for offshore construction, but
has been modified for diamond
exploration on the ocean floor.
SS NUJOMA will be engaged
in diamond extraction off the
coast of Namibia, where the
Orange River has been depositing
sediment for 3 million years. This
is the first step toward harvesting
minerals from the seabed.
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4

Maritime policies
for challenging times

4.1 World-leading cluster
The Norwegian maritime cluster is a global leader,
employing more than 110,000 people and with
annual value creation of NOK 190 billion. The
competitiveness and adaptability of the Norwegian
maritime industry is based on generations of experience and competence. This competence is arguably
one of our most important renewable resources. Our
industry’s capacity for finding new solutions will be
a determining factor of the Norwegian businesses’
ability to meet present and future challenges.
The Norwegian maritime industry has created a
world-leading, knowledge-based cluster characterised by a unique ability to innovate and create value.
While this is true, the industry can never assume
that their innovative capacity cannot be copied by
international competitors. In order to maintain our
leading global position, the Norwegian maritime
cluster must continue to excel in the areas of competence, innovation, and adaptability.

The seaway is the green way
Norway possesses the natural advantages for
developing environmentally friendly and sustainable transport solutions. Our maritime cluster has
extensive experience in resolving the most demanding international transport and logistics challenges.
The long Norwegian coastline should continue to
serve as an incubator for further technical solutions,
which can be exported with a positive impact globally.

Figur 43: Shipowners are the drivers of the cluster
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Norway’s current maritime standing is built on a
foundation of competence and quality, and a complete maritime cluster. The interaction within this
cluster, and its focus on protection of the environment, has been absolutely vital in the development
of new, environmentally friendly technologies
and operational concepts for the future. New
environmental regulations are introduced with
increasingly higher demands to environmental
performance. In only a few years, stricter new
global regulations will come into force for ballast
water treatment, sulphur and nitrogen oxide and
CO2 emissions, resulting in a reduced footprint
from international shipping.
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A number of pioneering concepts are under
development as a result of the maritime cluster’s
unique capacity to innovate. Examples include the
on-going development of hybrid solutions comprising LNG-powered energy efficient low emission
engines, fuel cells, electrification, biofuels and new
hull and propeller designs.

and Russia’s continued high rate of oil production and
the lifting of sanctions against Iran. It is also the manifestation of a prevailing uncertainty surrounding
global economic development, with weaker growth
and falling demand in the world’s most important
markets. The fall in oil price is connected to a broader
fall in commodity prices.

4.2 Robust maritime policies
make a difference

In these times, it is imperative that industry, policy
makers and government authorities share a common
understanding of the situation. Against the backdrop
of unrest and uncertainty now dominating the
global arena, the Norwegian government’s maritime
strategy must be implemented without delay in order
to ensure the increased competitiveness of Nor
wegian framework conditions. The current situation
requires a political leadership willing to take the
necessary actions to maintain Norway’s position as
one of the world’s leading maritime nations.

Facing challenging times
As the outlook indicates, 2016 will be a very challenging year for much of the maritime industry. Ship
owning companies already navigating in treacherous
seas are seeing even darker clouds on the horizon.
Demanding geopolitical, economic and market trends
that began to show in 2014 only escalated through
2015, and continue to do so in 2016. The sharp fall in oil
prices is due not only to ample oil sands and shale oil
and gas production in North America, Saudi Arabia

The Norwegian maritime industry is exposed
to fierce international competition, making it

“The current situation requires a political leadership willing to take the necessary actions …”
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Figur 44: Proactive maritime policies produce results
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vulnerable to shifting national and international
policies and framework conditions. Operating in an
international arena also makes it vulnerable to differences in various national frameworks that affect
competitiveness, stability, and predictability.
Competitive policies that reflect the international
nature of shipping, coupled with close cooperation
with the maritime authorities, are essential if Norwegian shipowners are to maintain their leading
international position. The industry is strongly
affected by political decisions, and both good and
bad maritime policies have immediate effect.
One central policy with a positive effect on the
industry was the establishment of the Norwegian International Ship Register (NIS) in 1987.
This proved to be a positive measure resulting in
increased number of ships flying the Norwegian
flag, and slowing down the strongly declining trend
in the number of Norwegian seafarers within the
international fleet. Additional measures, such as the
revised tonnage tax, tax refund scheme for employing seafarers and other policy adjustments have
proven significant, and have produced positive,
tangible results. The government’s easing of the
trade area limitations for NIS registered vessels has
contributed to more Norwegian registered vessels

and a strengthened Norwegian flag. Several more
ships are expected to follow suite when the remaining adjustments take effect.
Figure 44 shows the development in the size of the
Norwegian-flagged fleet, the total Norwegiancontrolled fleet, and the number of Norwegian
seafarers since the mid-1960s, as well as the number
of ships owned under the Norwegian tonnage tax
regime since its inception in 1996. Key explanatory
factors influencing changes are also indicated. The
economic development in the period must of course
also be kept in mind.
The attractiveness of Norway as a maritime host
country is dependent on stable, predictable, and
internationally competitive Norwegian framework
conditions.
The Norwegian Shipowners’ Association is of the
opinion that the government’s Maritime Strategy,
and the measures now being carried out, provides
a good basis to continue developing the Norwegian
maritime cluster. We would like to underline the
importance of the maritime framework conditiones
discussed in the following paragraphs.
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“Maintaining the competitiveness of the
Norwegian tonnage tax regime is therefore critical
to keeping Norway attractive as a host country for
shipping activities.”

Maintain a competitive tonnage tax regime
Without Norwegian shipowners, the maritime industry would lose its most important driver of innovation. Implementation and further development of a
competitive Norwegian tonnage tax regime in 1996
and 2007 were significant measures that resulted in
strong fleet growth. The number of ships in the system has more than tripled in twenty years, and now
stands at 1,253 ships.
In this respect, the tonnage tax regime has not only
been a success, but a necessity in order to sustain
Norway’s attractiveness as a host country for shipowners and other maritime businesses. Maintaining the
competitiveness of the Norwegian tonnage tax regime
is therefore critical to keeping Norway attractive as a
host country for shipping activities.
The regime contains limitations introduced in 1996
that do not reflect recent developments and changes
in the offshore industry the last couple years.
A lternative energy is growing offshore, in particular wind turbine installations. The establishing of
such installations demands offshore wind service
vessels. However, these types of vessels cannot
contract for such jobs under the current regime.
This is grounds for adjustment of the tonnage tax,
to allow all qualified vessels to participate in the
establishment, development and maintenance of
offshore wind turbine parks.
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Strengthen the tax refund scheme
for employing seafarers
The competence and experience of Norwegian
seafarers is central to innovation and development
in the maritime industry. A competitive tax refund
scheme will help ensure that Norwegian seafarers
are recruited to Norwegian ships. Recruiting can
also be enhanced through trainee programmes and
other training positions on board. The scheme is
a good investment in innovation and competence.
The Norwegian Shipowners’ Association is pleased
that the government has eased the trade area limitations in the NIS. At the same time the current tax
refund scheme for employing seafarers on board
ships in the NIS is still not competitive and must be
improved by increasing the tax refund level.

Strengthen the position of the Norwegian flag
Shipping is largely governed by international regulations. International business require the same
set of rules for all players, regardless of nationality.
Having a significant number of ships sailing under
the national flag is an important prerequisite to
Norway’s continued ability to influence international shipping policies and laws. Competition is
fierce among registers looking to attract as many
ships as possible. The correlation between national
terms and conditions and the number of ships sailing under a national flag is clear.

Figur 45: Percentages of shipowners rating the Norwegian tonnage tax and the tax refund scheme for employing seafarers,
from not competitive to highly competitive
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The potential for increased re-flagging depends on
two factors in particular: a competitive tax refund
scheme for employing Norwegian seafarers in all
segments, in both NOR and NIS, and a high level of
service and quality in the Maritime Authority and
the Norwegian ship registries.
Norwegian shipowners consider the Norwegian
tonnage tax regime to be competitive. Maintaining the present regime is essential to ensuring the
competitiveness of Norwegian shipowners. At the
same time, the tax refund scheme for employing
seafarers are seen as less competitive, in particular
for shipowners operating in the short sea segment.
Ships in this segment calling on Norwegian ports
are now eligible for registration in the NIS. The tax
refund level for ships registered in the NIS amounts
to only a fourth of the tax refund level for ships in the
NOR. Due to this disparity, only one in ten short sea
shipping companies find the tax refund scheme for
employing seafarers as competitive.

Measures to improve Norwegian
framework conditions:

Ships flagging home
to Norway
Since the establishment of the Norwegian International Ship Register (NIS) in 1987, ships sailing between
Norwegian ports have not been eligible for the register.
This has led to Norwegian ships having to use foreign
registers if they call on both foreign and Norwegian ports,
as foreign registers do not have such restrictions.
As of 1 January 2016, the government has waived these
restrictions in the NIS, allowing ships sailing between
Norwegian ports on voyages including calls at European
ports to register in the NIS. As a result, many ships in the
short sea trade will flag to the NIS. A higher number of
ships in Norwegian registers will strengthen the Norwegian flag considerably. A strong flag is critical for Norway’s
reputation and influence in international maritime forums.
The first ship to flag home to the NIS following the change
in regulations was the MV Bimi, owned by Misje Rederi AS.
The shipowner is a 60 year-old short sea shipping company based in Bergen, operating 12 ships trafficking European ports from their Norwegian base. As a consequence
of the former Norwegian regime, 11 of these ships have
been registered in the Bahamas. Now, thanks to the constructive policies implemented by the current government,
they will flag home to Norway. Active maritime policies
have an immediate effect, and MV Bimi is solid proof.

■■ Maintain a competitive tonnage tax regime
■■ Adjust the tonnage tax to allow all qualified vessels
to participate in the establishment, development and
maintenance of offshore renewable energy production units, such as offshore wind turbine parks
■■ Improve tax refund scheme for employing seafarers
by increasing the tax refund level in the NIS to the
same level as in the NOR
■■ Ensure a competitive Norwegian flag through a high
level of service and quality in the Maritime Authority
and the Norwegian registries

PHOTO: GRIEG STAR
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«This makes companies particularly v ulnerable in
times of recession if they need to pay dividends to
allow the private owner to pay the tax.»

4.3 Good ownership policies
are good for industry
The current tax on private ownership
is not competitive
Norwegian maritime industry, and in particular
ship owning companies, are dominated by private
ownership. Competitive terms and conditions
for private ownership are therefore essential to
the development of maritime value creation in
Norway. Active private owners are important for
maintaining a strong shipping industry and for
supplying key impulses for innovation to the entire
maritime industry. Innovation and invention in the
Norwegian shipping industry are largely driven by
entrepreneurship. Consequently, good ownership
policies are good for the industry.
The current ownership taxation is not competitive, among other things due to a wealth tax that is
particular to Norway. The Norwegian Shipowner’s
Association is of the opinion that the wealth tax
systematically discriminates Norwegian private
owners, while favouring foreign and public
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ownership. The wealth tax also weakens incentive
to revitalise a business, as taxable values for older,
depreciated assets are significantly lower than for
new assets. This in turn harms productivity, and
hampers innovation. The wealth tax is imposed on
ownership (stock, etc.) regardless of profitability
or liquidity. This makes companies particularly
vulnerable in times of recession if they need to pay
dividends to allow the private owner to pay the tax.
In addition, Norwegian private owners are typically
long-term in their commitments, and therefore
willing to make an extra contribution in difficult
times. Many private owners also make significant
contributions to local communities, including
promoting development by investing in new businesses. Local, private ownership is particularly
effective due to the close relationships between
owners and employees, and with the community in
general.
The majority of Norwegian shipowners believe that
repealing the wealth tax on working capital would
be sufficient to ensure competitive framework
conditions for Norwegian private ownership. The

Figur 46: Percentage of shipowners that believe repealing the wealth tax would be sufficient
to ensure competitive framework conditions for Norwegian private ownership
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Norwegian Shipowners’ Association therefore
favours exemption from the wealth tax for assets
invested in a business activity – so-called working
capital.

Limited access to capital
Operating and owning ships, and investing in new
ships, new technology, or the latest innovations, is
highly capital intensive. Access to capital is critical
for growth and development in the maritime sector.
Following the financial crisis of 2008, banks and
finance institutions have radically altered their
requirements for solvency and earnings in projects
they are willing to finance. This is a result of heightened risk aversion combined with more stringent
government solvency requirements. In the last year
alone, banks and finance institutions have slimmed
down lending portfolios, resulting in considerably
restricted access to capital and higher rates on
available capital.

A competitive export financing and guarantee
system
An effective export financing and guarantee system
through The Norwegian Export Credit Finance
Agency (GIEK) and Export Credit Norway is
essential for competitiveness and employment in
the maritime industry. A well-functioning export
financing and guarantee system that ensures access
to financing of capital-intensive investments is of
the highest importance.

Measures to strengthen Norwegian
private ownership:
■■ Introduce exemption from wealth tax for working
capital
■■ Maintain a competitive export financing and
guarantee system which ensures access to financing
of capital-intensive investments
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THE OFFSHORE VALUE CHAIN
Performing complex operations under demanding conditions, Norwegian shipowners command
the most advanced fleet of offshore vessels and rigs in the world. Technological advances have led
to ships and rigs figuring in every segment of the offshore value chain.
EXPLORATION
SUBSEA INSTALLATION
AND OPERATION
DRILLING

4.4 A competitive Norwegian
Continental Shelf (NCS)
Norway is the world’s second-largest offshore
nation in terms of number of vessels, second only to
the USA. Norwegian companies control 50 mobile
offshore units, primarily drilling rigs. Norwegian
shipowners also control the most advanced and
modern offshore fleet of more than 600 vessels.
Seen over the past ten years, the fleet has grown
significantly.
Shipowners participate in all phases of the petroleum industry offshore, from the first seismic
surveys to production and decommissioning of
installations. Developments in technology have led
to ships and rigs taking part in every segment in the
offshore value chain.

Dramatic drop in offshore activity
The global offshore market has undergone dramatic transformation along the entire value chain.
Offshore industries have been hit by a rare combination of unexpected events which have led to a
significant reduction in the activity level:
■■ Collapse of oil prices, resulting in stagnating
global offshore investments.
■■ Western sanctions against Russia, which
indirectly forced Norwegian controlled offshore
vessels to leave the Russian Arctic.
■■ Corruption scandal paralyzing much of the
activity on the Brazilian continental shelf, where
Norwegian shipping companies have a large
market share.
The consequences have come hard and fast,
impacting the entire Norwegian offshore industry.
The number of ships in lay-up went up from 0 to
more than 100 in 2015, and still continues to rise.
Additionally, 13 rigs were laid-up at the end of 2015.
As covered in more detail in chapter 3, the situation
will worsen in 2016.

“Newbuild contracts are being cancelled, and
wide-spread terminations and layoffs are hitting
both on- and offshore.”
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Industry players are cutting costs at a large scale.
Newbuild contracts are being cancelled, and widespread terminations and layoffs are hitting both onand offshore. Many shipowners are in negotiations
with banks and creditors to restructure their debt
and postpone payments.
Cost cuts are the response to the dramatic drop in
activity and massive pressure from operators to
reduce costs through lower margins, in order to
protect cash flows.
Competition on the NCS is essential for promoting
innovation and development of new technologies.
Statoil controls nearly 80 per cent of all production
on the NCS, including SDØE. It is important to
encourage increased diversity among players and in
the number of robust operating companies on the
NCS, in order to ensure increased competition and
a better m
 arket balance.
Unfortunately, there is reason to believe that the
worst effects of the downturn are yet to come.
For many shipowners, 2016 will be the year when
the contracts expire and cash flows meet severe
constraints. This will lead to further reductions in
activity, more job cuts, and restructuring of both
companies and ownership.

Increased demand for energy
The International Energy Agency (IEA) estimates
that the global energy demand will be 37 per cent
higher in 2040. It is expected that there will be an
increase in the demand for oil of 16 per cent by 2040,
compared to a 50 per cent increase in the demand
for gas. As an indirect consequence, there will be
a need for Norwegian oil and gas in many years to
come. The Energy Security Package launched on
the 16 February 2016 by the European Commission,
confirms that Norwegian gas will continue to play
a major role in Europe’s energy mix well into the
future. Norwegian petroleum production leads the
way in technology and lower emissions to air and
sea. Today petroleum production is Norway’s largest industry in terms of value creation, tax income,
and export value.
Norwegian petroleum policies are also decisive
for ensuring consistent activity on the Norwegian
shelf. It is critical that petroleum policies are based
on the foundation that the oil and gas industry is
long-term in their nature. This in turn requires
long-term and predictable terms and conditions.
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“KonKraft”
“KonKraft” is a cooperation between the Norwegian
Shipowners’ Association, Norwegian Oil and Gas,
The Confederation of Norwegian Industry and The
Confederation of Norwegian Unions.
KonKraft will be conducting two processes during the
spring of 2016: The first is a ’roadmap for Norwegian oil
and gas in a 2050 perspective. The process will address
value creation and climate issues.
The second is a report discussing activity in the High
North into 2030. The following themes are addressed in
the report, due to be launched in April 2016:
■■ Access to acreage in open and unreleased areas
■■ How oil and gas resources can serve as a basis for
new development
■■ New solutions for infrastructure and transportation of
oil and gas
■■ Challenges in HSE and other central research topics
■■ Challenges related to oil spill preparedness in the
High North

It is imperative to maintain a consistently high level
of activity on the NCS. The oil and gas industry
will continue to be Norway’s largest industry in
the foreseeable future. At the same time, with
falling activity on the NCS, the industry currently
finds itself in an extremely demanding situation. If
Norway is to maintain the world-class competence
that has been developed over time, and a continued
robust exploitation of resources on the NCS, a
consistent high level of activity is needed in the
home market.
Figure 47 shows that there are a number of
measures that can be implemented to stimulate
increased activity on the NCS. Among other things,
offshore contractors and offshore service shipowners name expanded exploration activity as the most
important factor in raising activity levels. Plugging
of wells is another measure prioritised by both segments as one of the most important for increasing
activity.

New exploration acreage highly anticipated
It is a positive sign that the Ministry of petroleum
and energy has awarded 56 production licences on
the NCS in the licensing round ‘Awards in predefined areas 2015’. Access to attractive areas is critical
for the long-term activity on the NCS. Through
the 23rd licensing round, permission to explore new
acreage has been granted for the first time since
1994, this time in the southeast Barents Sea.
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Figur 47: Percentage of shipowners naming the following measures as the most important for stimulating activity on the NCS in the near future
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Detrimental rig tax proposal
The Norwegian government has announced that
they will propose a withholding tax that would also
apply to rental payments for ships and rigs on bareboat charter. The government is also considering
whether to implement a depreciation cap for those
same rental payments.
Such a proposal would be most unfortunate, as
it would greatly worsen the terms for rig owning
companies operating on the NCS. The Norwegian
Shipowners’ Association therefore advises strongly
against proceeding with this proposal. It is based
on a lack of understanding of how the rig market
functions, and it is poorly founded and will have
serious consequences, not least given the dire market situation already facing the offshore industry.

PHOTO: SOLSTAD OFFSHORE

“Competitiveness at sea”
The Norwegian Shipowners’ Association, the Norwegian
Maritime Officers’ Association, The Confederation of
Norwegian Unions, The Norwegian Association of Marine
Engineers and the Norwegian Seafarers Union, have
joined forces in the ‘Competitiveness at sea’ initiative.

Measures to ensure competitiveness
on the Norwegian Continental Shelf:
■■ Stable and predictable taxes and fees
■■ Enhanced three-party cooperation

The aim is to initiate a process to lower the costs and
support increased efficiency in Norwegian shipowning
companies. This is an example of a good cooperation between the employee and employer organisations that stands united to strengthen the industry’s
competitiveness.

■■ Maintaining consistent activity level through
counter cyclical measures
■■ Proactive governmental contribution to lowering
costs
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4.5 Short sea shipping
– the bridge to Europe

The need to strengthen the
competitiveness of maritime transport

With over 100 daily calls to European ports, short
sea shipping creates a bridge to the European
markets for passengers as well as Norwegian
export and import.

A united parliament and successive governments
have for many years had the ambition to transfer
freight from road to sea. To achieve this there must
be a targeted focus on maritime transport.

Over recent years maritime transport has lost
market shares compared to road freight. Hundreds
of trucks drive the length of Norway every day,
further congesting already busy main roads. An
increase in road transport results in an increasing
risk of traffic accidents and delays, wear and tear on
roads, and harmful environmental emissions. At
the same time the ‘maritime highways’ stand ready,
already ploughed, salted and maintenance free. A
single vessel can take a cargo volume equivalent
to hundreds of trucks, with only a fraction of the
emissions. Sea transport has few limitations in
terms of capacity, and the infrastructure development costs are relatively low compared to other
modes of transport.

The present government has implemented positive
changes to strengthen the competitiveness of short
sea shipping. A reduction in fees, opening pilot
transport services for competition, and increased
use of Pilot Exemption Certificates have been
important contributions toward improving the
competitiveness of maritime transport. In addition,
a subsidy scheme for the condemnation of vessels
and an innovation loan scheme will assist in the
process of fleet renewal. Unfortunately these measures will not be sufficient in achieving the goal of
transferring between five and seven million tonnes
of freight from land to sea.

If the potential to transfer goods from road to sea is
fully utilized, according to the Norwegian National
Transport Plan Cargo Analysis, some 300,000
trucks can be removed from the roads. To achieve
this, the competitiveness of sea transport needs to
be improved. This means that a far more coherent,
strategic and systematic approach to maritime
transport infrastructure needs to be established.

The introduction of an ”Eco-bonus”, where the
cargo-owners are rewarded for using sea transport
instead of road transport, will both strengthen the
competitiveness of short sea shipping and contribute
to Norway’s commitment to reduce emissions. There
is also a need for improvement in framework conditions for shipping. The regime relating to fees and
charges must be reduced and simplified. Maritime
infrastructure, along the coast as well as in and
around ports, must also be improved. In addition,
improved port efficiency is required.

Figur 48: Percentage of shipowners naming the following framework conditions as important for transferring more goods from road to sea
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One ship can lift houndreds of trucks off the road
Considering there is a multipartisan consensus
related to the strengthening of maritime transport,
it is a paradox that sea transport infrastructure
and emergency preparedness is financed by the
industry, whereas road infrastructure is largely
government-funded or funded by the motorists.

A more modern and efficient Pilot Service
The ability to monitor the coast has been highly
improved by technological innovation. There is
now a better overview of vessel position; digital
charts and improved route planning make journeys
safer; good route planning also reduces emissions
to air and sea; and the emergency preparedness
along the coast is good. The Pilot Exemption
Certificate arrangement has been improved, and
we believe that it is time for a change in scope and
structure of the Pilot Service and the Vessel Traffic
Service. Among other things, traffic control stations can be consolidated and pilotage streamlined.

Increasing the efficiency of ports
Ports are an essential part of the supply chain
and a key element of sea transport infrastructure,
with great significance also for industrial growth
and regional development. Efficient port calls are
important prerequisites for the competitiveness of
sea transport. It is also crucial that the infrastructure in and around ports is efficient to ensure an
optimal supply chain. Efficient sea, road and rail
transport links are essential to reach the goal of
transferring cargo from land to sea.
Short sea shipowners see lower fees, charges
and compensations for water-borne transport
as the most important measure for strengthening short sea shipping’s competitiveness against
road transport, thereby moving transportation of
more goods from the road to the sea. In addition,
the “ Eco-bonus” and measures to encourage fleet
renewal are assessed as important contributors to
strengthening short sea shipping.

Measures to strengthen short-sea shipping’s competitiveness:
■■ The fee and charge regime must be simplified and
reduced

■■ Measures must be taken to make ports effective hubs for
freight transport

■■ A temporary Eco-bonus should be established, rewarding
companies for choosing sea transport instead of road
transport

■■ Fairways must be maintained, and infrastructure to and
from ports must be improved

■■ The Pilot Service and the Vessel Traffic Service must be
modernized and improved
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“… well over three per cent of Norway’s GDP should
be allocated to R&D …”

4.6 Driving growth through research
Increased business-focused
research boosts competitiveness
The Norwegian maritime industry is characterised
by its unique ability to innovate. This capacity to
stay at the vanguard of development explains why
the industry has succeeded through generations. To
maintain Norway’s position as a maritime leader, a
comprehensive research policy with clear priority
areas is required. This can be used to facilitate longterm and wide-ranging research based on the needs
of both society and the industry itself.

A need for talent
To support effective research there is a prerequisite
for an educational system that stimulates and motivates students to further education and specialization. There is also a need of the right quality and
quantity of qualified people to participate in teaching and research. To enable this, Norwegian educational and research institutions must be developed,
while good relationships should be fostered with
complementary environments abroad. A solid
technical education is a key foundation for developing talents. World class research also requires
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access to modern and relevant infrastructure. This
encompasses everything from laboratories, to data
analysis and modelling tools, and relevant communication platforms. To succeed in maintaining and
developing Norway’s position as a leading maritime
nation, there is a need to invest in new and futurefocused infrastructure for research and development (R&D). It is therefore crucial that the Ocean
Space Centre, a knowledge centre for future ocean
space technology in Trondheim, is fully realised.

The case for increased emphasis on research
Many of the challenges the world is facing require
a commitment to research. Long-term and predictable research funding is therefore essential.
Increased public support for commitments to R&D
in prioritised industries is a good investment, and
will contribute to achieving ambitious targets.
Increasing budgetary allocations and funding to
research and higher education should be prioritised. The Norwegian Shipowners’ Association
suggests that well over three per cent of Norway’s
GDP should be allocated to R&D, just as it is in
Sweden and Finland.

Maritime research must be strengthened
New funding mechanisms for the maritime
industry have been established through Enova and
Innovation Norway. The Norwegian S
 hipowners’
Association believes that, in parallel with these
mechanisms, there is a substantial need to
strengthen technical research in the maritime,
offshore and aquaculture fields through the
research programme Maritime activities and
offshore operations, MAROFF.

Measures to strengthen research in
the maritime industries:
■■ Invest in new, future-oriented infrastructure for
research and development, such as the Ocean Space
Centre
■■ Secure long-term and predictable support for
research, as well as increased government support
for R&D, in the maritime industries
■■ Increase grants to research, with the ambition of
exceeding 3 per cent of GDP
■■ Strengthen support to technical research in the
maritime, offshore, and aquaculture industries
through the research programme MAROFF

Maritime 21 – the
industry’s strategy for
research, development
and innovation
Maritime 21 is a comprehensive strategy for maritime
research and innovation developed by the maritime
industry itself, at the request of the Ministry of Trade,
Industry and Fisheries. The strategy is designed to
encourage an integrated approach to maritime R&D and
innovation by bringing the authorities, public finance
institutions, business, organisations and the research
community closer together.
The strategy will be updated during the course of 2016.
A working group has been established for this process.
The Norwegian Shipowners’ Association is represented
in the group.
The strategy group will review the Norwegian ocean
industries in relation to each other, identify synergies between these industries, and highlight the need
for competencies along the entire value chain, from
research to commercialisation. In this context, the
Norwegian ocean industries comprise shipowning companies, aquaculture, fisheries, offshore oil and gas, and
offshore renewables, including related service and supply industries. This gives the new Maritime 21 strategy
a far broader scope than its predecessor. The strategy
group report is scheduled for delivery to the Ministry of
Trade, Industry and Fisheries on 1 November 2016.
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“… the integration of practical experience into the
education system should be of the highest priority.”

4.7 Maritime expertise – one of Norway’s
most important renewable resources
At present an extensive reduction in the maritime
workforce is taking place. Many of those affected
by the cuts possess critically important expertise
and know-how that are vital for our ocean-based
industries to continue to thrive when the tide turns.
Maritime education is important for the whole
Norwegian maritime cluster. World-leading
shipyards, equipment manufacturers, classification societies, insurance companies, banks and
brokerage firms benefit greatly from recruiting
people with practical skills and experience gained
at sea. A reduction in the number of Norwegian
seafarers will eventually weaken the competitiveness of the entire Norwegian maritime cluster.

Education must meet business needs
Markets change faster than educational programmes. This is a challenge. In a cyclical and
volatile industry it will always be difficult to dimension recruitment to meet the industry’s need for
competence at any given time.
A competitive maritime policy must be supported
by a proactive competence development policy. If
Norway is to continue to take a world-leading role
in the maritime industry, it is crucial to invest in
education, competence and research capabilities,
both at research institutions and in the industry
as a whole. At the same time, there is a need for
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an education system that provides incentives for
further education and research. The challenge is
not only to educate students with the abilities the
industry needs today, but also the skills and competence the industry will require in 10 to 20 years’
time. To achieve this, the educational system must
be flexible and scalable. There is also a demand to
increase the focus on integrating practical experience into educational programmes.
Educational quality must be paramount, built upon
a foundation of a common strategy for developing maritime know-how. Technical schools and
colleges are both important, while the transition
between them should be made as easy as possible.
Traditionally, the two recruit in different ways,
with graduates going on to fill different roles within
the industry. It is key for maritime educational
institutions to forge close connections with local
businesses. Expensive educational infrastructure
should also be consolidated wherever possible.

Integrating practical experience
International requirements dictate that students
graduating to serve on board vessels must have
experience from seagoing ships. Obtaining this
kind of practical experience when the market is
facing a downturn is challenging. As such, we
believe that the integration of practical experience
into the education system should be of the highest
priority. Work must be done to integrate practical
elements into the educational context in a new way.
This will ensure that candidates gain the required

experience while attending school, rather than,
as is the case now, relying on acquiring it after the
completion of their theoretical studies. Continued
focus on higher maritime education (masters and
PhD degrees) must also be maintained.

Increased funding in maritime education
It is a paradox that technical and maritime education in Norway is disadvantaged by funding
levels, at college, bachelor and master degree level.
Increased funding for technical and maritime
education is necessary to avoid further erosion in
the fields of mathematics, technology, and scientific
education and research.
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Island Offshore – the
maritime apprenticeship
company of the year
Breadth of scope and length of vision in their work with
competence building are two reasons Island Offshore
was chosen as the ‘Maritime apprenticeship company of
the year’ for 2015.
Island Offshore had 53 recent graduates in various
training positions around the fleet in 2015. Twenty-one
of these were admitted in 2015, another 21 are secondyear apprentices, while the remaining 14 are cadets. This
amounts to far more than the shipowner actually needs
to maintain their ranks of officers and mates, and is an
indication of the responsibility Island Offshore is shouldering for strengthening maritime competence.

Measures for strengthening
Norwegian maritime competence:
■■ Increased integration of practical training into the
educational process
■■ Ensure that maritime educational institutions are well
integrated into local business communities, while
consolidating costly educational infrastructure
■■ Increase financing of technical and maritime studies

The company is also committed to diversity of background in its apprentices. In 2015, Island Offshore
had apprenticeships in mate, engine room, marine
electrician, and cook positions. Cadets are recruited
from technical and academic colleges, and recruiting of
female cadets receives high priority. In 2015, five out of
14 cadets were women.
Island Offshore is committed to quantity and diversity
of apprentices, but they don’t stop there. They also
make sure the quality of training that apprentices
receive is high. All instructors and assessors are
schooled in education and evaluation, in order to be fully
prepared to administer quality training in keeping with
STCW requirements for education and certification of
Norwegian seafarers serving on Norwegian vessels.

79

PHOTO: VIKING SUPPLY

4.8 High North – High Stakes

Development requires knowledge

For generations, Norwegian shipowners have
built their experience and expertise by performing
demanding operations at sea, particularly in the
High North. Ships have worked here for centuries,
transporting goods and equipment, including
natural resources, in and out of the area. In recent
years, the advent of offshore activity has also led to
increased activity.

Increased activity in the High North stresses the
importance of specialized experience and knowhow, accompanied by stringent requirements for
the protection of the environment and biodiversity.
The Norwegian Shipowners’ Association is working nationally and internationally to ensure that
business activities adhere to the highest health,
safety, environmental and quality (HSEQ) standards. This will help prevent and limit accidents and
harmful emissions. Activity in the region must be
defined by clarity of purpose in relation to HSEQ
and emergency preparedness.

Climate change impacts the Arctic
The consequences of global climate change are
perhaps more obvious and dramatic in the Arctic
than anywhere else in the world. Arctic conditions
make operations complex and demanding, while
the environment is, in places, incredibly fragile.
The same can be said for the livelihood and culture
of local and indigenous peoples. Against this
backdrop, the Norwegian Shipowners’ Association
believes that the development of commercial activity in the Arctic requires a cautious and transparent
approach based on scientific, empirical and practical knowledge. It is also important to recognise that
there for centuries has been – and still is – significant activity in parts of the Arctic.
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Regulations, infrastructure and standards are
critical for further development
To ensure that commercial activity in the High
North takes place within a responsible framework
and in a sustainable and justifiable manner, the
Norwegian Shipowners’ Association believes
that a comprehensive development of relevant
infrastructure must be initiated, with adequate
industrial standards developed for the region’s
unique demands.
There is a pressing requirement for the comprehensive development of infrastructure for navigation,
communication, weather forecasting, monitoring
of sea ice and ice conditions, emergency response,
search and rescue, as well as maintenance and
supply bases. In relation to maritime safety, it is
important to look at all aspects of preparedness,

and in particular which resources can be deployed
if an accident should occur. The SARiNOR
(Search and Rescue in the High North) project,
which the N
 orwegian Shipowners’ Association
participates in, does this and is therefore a very
important p
 roject that also should be looked to
internationally.
There is an urgent need to implement relevant regulations for Arctic maritime operations. This should
be done in line with the increasing activity in the
area. The recent adoption of the Polar Code by UN’s
maritime organization, IMO, is crucial, as this
helps create the necessary relevant international
framework.
Furthermore, there is a need to develop satisfactory
industrial standards for Arctic drilling and production operations. This includes standards for technology designed for harsh and challenging Arctic
conditions, winterization of rigs and equipment,
and additional operational procedures.
The Norwegian Shipowners’ Association has, as
part of the World Economic Forum Global Agenda
Council on the Arctic, been instrumental in building the newly launched Arctic Investment Protocol.
The protocol aspires to promote sustainable and
equitable economic growth in the region that
furthers community well-being and builds resilient
societies in a fair, inclusive and environmentally
sound manner. The Norwegian Shipowners’ Association has endorsed the protocol together with
Statoil and Guggenheim Partners, among others.

Measures to ensure sustainable
activity in the High North:
■■ Commercial activity in the Arctic must adopt
a reflective approach founded on scientific,
documented and practical knowledge.
■■ The Norwegian authorities must cooperate with
private companies in Norway and abroad to ensure
that commercial activities adhere to the highest
standards of health, safety and the environment
(HSE) in order to prevent or mitigate the effects of
accidents and harmful emissions.

Arctic Business
In addition to existing Arctic fora, the Norwegian Shipowners’ Association saw the need for a platform that
gathers senior business leaders to discuss both the limitations of and the opportunities for economic growth in
the Arctic. It is in the business community’s own interest
to be organised, coordinated and assume a leading role
in preparing the ground for more secure and sustainable
operations in the High North.
The Arctic Business initiative is a partnership between
the Norwegian Shipowners’ Association, Maritime
Forum North and DNV GL, with the support of KONGSBERG, Statoil, and Nordland County Council.
The initiative consists of three forums that engage the
business community in different ways; a biennial business conference held in Bodø, Norway; a high-level, by
invitation-only, Arctic Business Council convening every
year in various, relevant locations; and the permanent
Arctic Business Secretariat, based in Bodø, addressing
key issues year-round, coordinating Arctic Business
Council initiatives, and developing conference and summit concepts.
In challenging times with changing geopolitical situations
on top of sluggish and uncertain economic growth, the
Arctic Business initiative has an important role to play as
the business community’s own arena for dialogue, action
and cooperation on future development in the Arctic.
The Arctic Business Council ensures that stakeholders meet at the top level, that ideas and initiatives are
moved forward, and that the most feasible of those are
developed.

■■ Comprehensive development of relevant infrastructure and establishment of adequate industrial
standards.

(Chapters 2–4 translated by Blue-C)
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Data basis and methodology
Data sources used in this report are quoted in the
text, tables and figures. Sources and methodology
are described below. The Norwegian Shipowners’
Association has worked in collaboration with
Menon Economics on parts of the analysis.

Norwegian-controlled foreign-going fleet –
definitions and parameters

The Norwegian Shipowners’ Association maintains statistics on the Norwegian-controlled
foreign-going fleet. The statistics are reviewed
in detail in Chapter 2, Status and trends. 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 owned
by Norwegian-controlled shipping companies
(stipulating 50% Norwegian ownership or
higher) and engaged in foreign trade.

Member survey on framework conditions and
the shipping companies’ future prospects

The Norwegian Shipowners’ Association
conducted a survey of its members from
February 2–25 2016. The members were sent an
electronic q
 uestionnaire to survey their expectations of trends in economic KPI’s, growth markets,
access to capital and competence, and political
framework conditions. The analysis carried out
by Menon Economics includes 109 of 144 member
companies, giving a response rate of 76 per cent.
Companies participating in the survey are on
average larger than those abstaining, meaning that
the response rate expressed as a percentage
of c
 ombined membership size is higher than
76 per cent. Additionally, the responders are seen
as r epresentative of Association members, both in
terms of size and type of company. The material
thus provides a sound basis for extrapolating from
sample to population. Almost without exception, responses came from owners and senior
management.
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Valuation of the world’s shipping fleet

Menon Economics has estimated the value of the
world’s merchant fleet from 2001 to the present,
distributed among 14 segments, and all the world’s
countries. Selected segments are consolidated in
this report. Value is calculated within designated
vessel segments on the basis of newbuild costs, age,
number of ships, life expectancy, and gross and
deadweight tonnage. Fleet size data is obtained
primarily from IHS Fairplay, while valuation data
is gleaned from a number of sources, including
Clarkson Research, Platou Offshore (now C
 larksons
Platou), the UNCTAD Review of Maritime
Transport, and Worldyards. In order to arrive at
preliminary value estimates for 2016, volume statistics for 2015 are combined with pricing data for 2016.

Calculation of shipping companies’ turnover
growth in 2015 and 2016
Menon Economics maintains its own accounts
database with an overview of all Norwegian
shipping companies’ turnover in 2014.

The questionnaire asked the shipping companies to
state their turnover from 2014, estimated turnover
for 2015, and projected percentage of growth in
turnover for 2016. Since Menon Economics does not
have complete turnover figures for all shipping companies in 2015, these have been calculated as follows:
a) The shipping companies’ self-reported turnover
in 2014 is compared with audited turnover for
the same year, to determine whether the selfreported 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 2015 is adjusted for the
share of total turnover in each of the four shipping company groups included in the data basis.
c) Forecasts for 2016 are calculated by multiplying
the 2015 turnover for each member company
by their own projected growth for 2016. The
estimated turnover is then summed up for all of
the four shipping company groups. Estimated
turnover is also adjusted for the share of total
turnover in each of the four shipping company
groups included in the data basis.
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