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One basin 
two outcomes

Whilst the UK and Norway have for decades operated in the 
same North Sea basin, recent years have seen a divergence 
in output. Whilst the UK has seen a steady decline, Norway’s 
output - and the tax revenue that goes with it - has held up. 

This is not an accident of geology, but one of policy: Norway 

did not just inherit a better basin, they invested their way to 

one. There is still time to change, but it is running out.

Figure 1

North Sea Transition 
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NSTA (2026) Used for 
projections. 1

North Sea production 
forecasts - UK and 
Norway

The North Sea basin is neatly 
divided in two - into the 
Norwegian Continental Shelf 
(NCS) and the UK Continental 

Shelf (UKCS). This median 
line was established in 1965 to 
split the geological province 
between the two nations.  
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Following this deal, the next 50 
years saw these two shelves’ 
stories run broadly in parallel 
with significant discoveries 
made from 1960 to 1970, a  
peak in production approaching 
the new millennium and a 
long-lasting maturation since 
then. Over half a century later, 
this parallel has fractured.  
Norway has established itself 

as Europe’s backbone for gas 
supply, producing at nearly 
maximum capacity, approving 
new developments and 
licensing new acreage every 
year. 

Yet despite being situated within 
the same resource base, the 
UK did not drill any exploration 
wells in 2025, for the first time in 
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This was implicitly illustrated in June this year, when BP 
announced a rig-sharing deal with their Norway based joint 
venture partner Aker BP⁵. 

The plan was to bring the Noble Claus Bachmann 

semisubmersible across the median line and then towards 

Schiehallion in the west of Shetland for a three-well campaign. 

These wells will produce 
through the existing Glen Lyon 
FPSO - which is a sensible and 
less capital-intensive way to 
prolong a producing hub. The 
critical aspect of this story is 
actually looking at the shape of 
the deal. 

Ultimately, the difference here is not geology. It’s the policies and 
decisions made over many years.

Aker BP has secured the rig 
under a three-year drilling 
programme in Norway, with 
BP expected to utilise it for 
approximately 150-210 days on 
its Shetland project before it 
returns to Norway.

An investment issue 
not a rig market problem

many decades². Furthermore, in 
the past five years, the UK has 
seen production drop by around 
9%³ per annum, a declining rate 
which is much steeper than the 
natural depletion of the basin. 

In contrast, Norwegian 
oil production increased 
approximately 4% year-on-year 
in 2025, reaching its highest 
level since 2009 and continuing 
to defy industry predictions of 
near-term decline⁴. 
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This implies that upstream 
operators simply aren’t viewing 
the UKCS in a favourable way. 
Whereas Norway’s project 
pipeline supports a multi-

This is an investment environment issue, not a rig market 
problem. 

year rig commitment, BP’s 
UK pipeline only supports 
six months, all of which is 
borrowed, not contracted.

This is reinforced by BP who 
said the scale and pace of 
future UK capital depend on a 
“competitive policy and fiscal 
environment”⁶.

While cross-border rig sharing 
is commercially rational, the 
disparity in committed drilling 
duration shows the relative 
strength of Norway’s project 
pipeline in comparison with the 
UKCS.

Here, the timing matters as 
capital is being sucked out the 
UKCS at an inconvenient time 
where discussions surrounding 
domestic supply are becoming 
increasingly difficult to put 
aside. 

The first warning surrounding 
energy security importance 
came from the 2022 gas crisis 
which developed off the back of 
the Russia invasion of Ukraine, 

what followed in the Spring of 
2026 was the second. Renewed 
Middle Eastern conflict caused 
oil and gas prices to spike which 
in turn revealed the fragility of 
seaborne supply that passed 
through these chokepoints. 
As a result, the Chancellor of 
the Exchequer was forced into 
emergency fiscal measures. 
This brought energy security 
back into the spotlight. 

Nevertheless, the UK is 
extremely well positioned for 
this as they have a producing 
basin right on their doorstep 
which is connected to existing 
infrastructure, and this oil and 

gas tallies up to meeting an 
estimated three-quarters of the 
country’s energy needs. 

OEUK estimates that the UK 
will consume 13-15 billion 
barrels of oil and gas equivalent 
from now until 2050 even with 
the net zero focused path⁷.

Despite this, the UKCS’s current 
trajectory would only supply, at 
most, 30% of this consumption, 
meaning the remainder will be 
imported at a higher carbon 
intensity from overseas 
suppliers over whom the UK 
Government has no control. 
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While cross-border rig 
sharing is commercially 
rational, the disparity 
in committed drilling 
duration shows the 
relative strength of 
Norway’s project  
pipeline in comparison 
with the UKCS

“

”
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Liquid and gas 
production 
forecast

Forecast 
production by 
development 
status

Production forecast 
&  demand for UK oil 
and gas

8 (Source: OEUK Summary Report – Potential of the UKCS under different scenarios )

The UK’s position is not  
a consequence of geology  
but rather the cumulative  
result of policy decisions 
since 2022.
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Figure 2

UK Fiscal Changes 
(2022-2026) vs Norway 
Regime Stability

Key  
takeaways

Stability matters

In contrasting Norway’s approach versus the UK, the key 
differentiator is stability.

Whilst the overall tax rates of the 
two countries (and the tax take 
that goes with it) are not that 
different, Norway stands out 
with its stable and permanent 
fiscal regime (which rewards 
exploration), timely consenting 
of discovered resources, and a 
clear and consistent licensing 
policy.

Compare this with the UK’s stop-
start approach exemplified by 
the Energy Profits Levy (EPL) 
and the multiple delays to 
Rosebank and Jackdaw. 

To combat this, there has been 
a permanent successor regime 
(Oil and Gas Price Mechanism) 
which has been strongly 
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Different regimes 
different outcomes

When evaluating each country’s fiscal regime, it is easy to 
see why people defend the current regime as the UK has 
the same tax imposed on producers of 78% as Norway do. 
Whilst this is true, this comparison exposes the UK rather 
than excusing their policy. 

Notwithstanding the headline 78% tax rate, Norway’s fiscal 

regime remains highly effective at attracting upstream 

investment. They offer immediate expensing of capital 

costs with uplift, any exploration losses are refunded, and 

most importantly – decades of fiscal stability which allow 

organisations to underwrite fifteen-year projects with 

confidence. 

Another example of Norway’s 
investment-focused fiscal 
framework came during the 
COVID-19 pandemic, when 
the government introduced 
temporary tax incentives to 
sustain activity on the NCS. The 
measures triggered a wave of 
project sanctions, underpinning 
record levels of investment and a 
multi-year drilling programme. 

In essence, the state will take 
their share of profits but in 
return they share the risk with 
the operators whilst never 
changing their stance mid-
project. On the contrary, the 

UK’s rate of 78% arrived after five 
fiscal alterations in the space 
of three years. Furthermore, 
the UK Government withdrew 
allowances and rescheduled the 
end-date for them twice. 

The consequence of this is 
clear: dwindling capex and 
drilling activity across the 
UKCS, as operators continue to 
appeal for long-term stability. 

The caveat to this is that 
Norway’s basin is simply better 
endowed today. Its fields are 
generally larger, younger and of 
higher quality. This is illustrated 

advocated for by the industry, 
but this has not been scheduled 
to take effect until 2030. As a 
result, this prolongs the very 
uncertainty it was designed to 
resolve. 

The impact of this can be seen 
in every dataset. Capital being 

allocated into other basins⁹, 
hundreds to thousands of jobs 
lost every month across the 
supply chain¹⁰, and the Office 
for Budget Responsibility 
consistently reducing its 
forecast of the tax receipts 
which the levy was meant to 
capture¹¹.
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by the Johan Sverdrup field¹² 
which on its own produced 
more than the largest UK fields 
collectively whilst keeping 
emission intensity below 
2kgCO²e/boe. 

Ultimately, the NCS has scale 
which the mature UKCS can’t 
match. 

Needless to say, this advantage 
isn’t wholly due to a gift of 
nature. Norway’s current basin 
success is the cumulative 

result of more than fifty 
years of consistent policy 
allowing sustained exploration 
incentives that helped keep 
the discovery pipeline full. 

As a result, many of today’s 
producing assets exist because 
exploration and drilling activity 
was never allowed to stall. 
By contrast, the UK reduced 
incentives for exploration, then 
halted new licensing altogether, 
and now faces a dwindling 
pipeline of future developments. 

The UKCS is not finished
yet

Despite the negative outlook the UKCS has been given, it 
does not mean the basin is exhausted. The UKCS still has a 
significant volume of untapped resources with estimates of 
billions of barrels of discovered, undeveloped resources in 
proximity to existing infrastructure. 

Additionally, as previously 

stated, the UKCS has  

highly competitive emissions 

advantage in comparison 

to imported supply which 

would otherwise replace it.

All things considered, Norway did not just inherit a better basin, 
they invested their way to one.
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Conclusion

One basin, two outcomes. One 
side of the median line views 
their continental shelf as a 
strategic asset to be stewarded, 
while the other side treats it as a 
liability to be run off. 

The price shock seen in 2026 
showcased again what the 
price of import reliance costs. 
The tools required to change 
this course do exist: a stable 
and permanent fiscal regime, 
timely consenting of discovered 

Industry analysis by Offshore 
Energies UK¹³ estimates that 
a reformed fiscal regime could 
unlock up to £50bn of additional 
oil and gas investment by 
2050, of which £26bn being 
new capital over the coming 
decade¹⁴. Furthermore, around 
140 undeveloped discoveries 
have been identified. However, 
time is running out. Offshore 
infrastructure such as pipelines, 
hubs, and processing capacity 
remains economically viable 
only while production volumes 
are sufficient. 

However, once an export route 
is decommissioned or a host 
platform is removed, those 

resources, and a licensing policy 
aligned with the level of demand 
that the UK Government’s own 
projections acknowledge. 

Our neighbouring hydrocarbon 
producer, Norway, faced the 
same North Sea and the same 
energy transition, yet chose to 
invest. Over fifty years later, 
the question for the UK has 
changed from whether it can 
afford to back its own basin to 
whether it can afford not to.

discovered resources that 
depend on that infrastructure 
can become effectively 
stranded. Therefore, every year 
that investment is deferred 
closes off development 
options, often irreversible, 
regardless of future fiscal 
reform. 

The Aker BP scenario 
displays the appetite and the 
ingenuity that are still present  
with capital-light collaboration, 
infrastructure-led development 
and consolidation of maturing 
portfolios – all offer real value 
for investors who can look past 
the political noise. 

The timeframe, however, is closing. Infrastructure is ageing, 
relocation of supply chains is taking place, and every budget cycle 
of “review and delay” reduces what could ultimately be recovered.
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