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Abstract. The article studies the legal approaches of the USA, Canada, Greenland, Norway and Iceland 
towards regulation of the oil and gas drilling on the Arctic shelf. Similarities and differences in the le g-
islation are highlighted based on analyzing the legal provisions of each state. The criteria for the com-
parative analysis are the extent of legislation development, flexibility of provisions, division of regul a-
tive and control functions among the state bodies, etc. The author concludes that while legislation of 
Iceland and Greenland is only on its way to a final drafting and mainly refers to international stand-
ards, Norway, on the contrary, is an example of a state with well-developed legislation enabling it to 
be one of the leaders in oil and gas industry. Though the USA and Canada have elaborated system of 
regulation of oil and gas companies’ activities on the Arctic shelf. Both are notable for strict provisions 
that contributed to the outflow of private operators from the Arctic shelf.  
Keywords: the Arctic, oil and gas activity, national legislation, the USA, Canada, Norway, Iceland, 
Greenland.  

Introduction 

Reducing the ice cover of the Arctic opens significant prospects for the economic expansion 

of the coastal states in this region. This concerns the extraction of marine bioresources, the devel-

opment of transport and, undoubtedly, the development of oil and gas fields. The development of 

the North deposits is not only related to the work in severe climatic conditions, which is a serious 

challenge for companies, but also with the harming the vulnerable environment and the tradition-

al way of life of the indigenous people. 

As it is shown by the resolutions of the Arctic forums at the highest level, the authorities of 

the coastal states are seeking to find a balance between the economic advantages, given by the 

access to the Arctic Ocean, and the need to minimize the negative effects of anthropogenic impact 

on the Arctic ecosystems, i.e. to achieve sustainable economic development of the region. This 

goal, first, requires a well-developed regulatory framework at the national and international lev-

els. Thus, let us move to the considerations on the foreign legislation of the states with an access 

to the Arctic waters. The development of oil and gas resources in the Arctic, as well as the state 

bodies for the supervision of this activity is in the focus. 

The USA: the territory of imperative norms 

The United States is one of the leaders in the oil extraction on the Arctic shelf. The most 
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developed oil and gas basin of the Arctic is the northern slope of Alaska, the only Arctic state in 

the country. The Arctic hydrocarbon shelf reserves in the USA are in the bowels of two seas: the 

Beaufort Sea and the Chukchi Sea. In 1968, the largest oil field in North America, Prudhoe Bay, was 

discovered off the coast of Alaska. Currently, the Arctic continental shelf of the United States is 

producing oil in the Beaufort Sea. All offshore oil projects are located no more than 10 miles from 

the coast [1, Panichkin I.V., p. 167]. 

In connection with the decline in oil prices and the lack of positive results of offshore drill-

ing in 2015—2016, some companies, working on the shelf of Alaska, announced the suspension of 

further activities in this region12. Much in view of this fact, in December 2016, the US president 

made a statement, supported by the Canadian authorities, and it became a big surprise for the 

public of both countries. According to the document13, the United States decided to close the pos-

sibility of obtaining licenses for drilling in significant water areas of the Chukchi Sea and the Beau-

fort Sea. Making this decision, Barack Obama took advantage of the law on the outer continental 

shelf of 1953, giving the US President the authority to withdraw a region from the general shelf 

fund to be distributed. At the same time, the ban did not concern the existing oil production pro-

jects in the Beaufort Sea (Fig. 1: marked brown), and the water areas under the jurisdiction of the 

state of Alaska. 

Since the offshore exploration is potentially associated with a risk of environmental dam-

age, it is under the strict control of the US government. However, the legal norms relating to work 

on the shelf of Alaska generally do not differ from the national legislation on oil and gas activity. 

The borders of the Arctic territories and waters are defined by the US Arctic Research and 

Policy Act of 1984.14. The US offshore oil and gas fields and reserves are owned by the state. Ac-

cording to the US Law on the outer continental shelf lands of 195315, the coastal 3-mile zone of the 

Arctic shelf is under the jurisdiction of the State of Alaska, but the outer Arctic continental shelf 

(out of the waters of the State) is under federal jurisdiction. The same law gives the US Depart-

ment of Interior16 the functions of general oversight of activities on the outer shelf and powers to 

control the necessary legislative framework in this field with a view to ensuring environmental 

protection and industrial safety. 
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Fig. 1. The US water areas where the development of resources is forbidden (green fill) 

In 2010, after the accident on the Deepwater Horizon oil platform in the Gulf of Mexico, the 

state managing offshore development had undergone structural changes. The Minerals Manage-

ment Service, part of the Department of Natural Resources, was renamed and divided into three 

independent bodies: The Bureau of Ocean Energy Management (BOEM), the Bureau of Safety and 

Environmental Enforcement (BOSEE) and the Office of Natural Resources Revenue — (ONRR). 

The goal of the reform was to prevent the concentration of resource management, moni-

toring compliance with safety and environmental standards and revenue collection [2, Baker B., 

Sidortsov R., p. 17]. According to the authorities, this should help to reduce the risk of corruption 

in the distribution of licenses and to verify companies’ compliance of with environmental require-

ments, which ultimately will help to avoid accidents such as the Deepwater Horizon incident. 

The control of the activities on the inland continental shelf within three miles off the coast 

is the duty of the state bodies of Alaska: the Alaska Oil and Gas Conservation Commission, the 

Alaska Department of Environmental Conservation, the Alaska Department of Fish and Game and 

others. 

The allocation process of shelf areas among companies intending to conduct exploration 

begins with the development of a five-year program by the US Department of Natural Resources 

that defines specific shelf areas to be distributed (the National Outer Continental Shelf Oil and Gas 

Leasing Program), as well as the auction schedule. The program can be reviewed once a year. 

When approving the program, the needs of the energy sector and the results of compulsory envi-

ronmental impact assessment are considered. After the approval of the five-year program, BOEM 

distributes the licenses through an auction: the winner is the participant who offers the highest 

price for the plot. The lease agreement is for 10 years, but in case of receiving an industrial inflow 
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and the need for further exploitation of the field this period can be extended [3, Kaznacheev P.F., 

Bazaleva R.V., p. 113]. 

Before drilling on the Arctic shelf, companies approve their exploration plan at BOEM. The 

document should contain the schedule of the proposed works, the description of the equipment, 

the location of the wells and other information17. 

In addition, the license holder is required to obtain a special permit from the US Environ-

mental Protection Agency, demonstrating the safety of the equipment used and providing devel-

oped measures to reduce oil leakage and an emergency response plan. When working on the 

shelf, companies must comply with the environmental requirements contained in the US laws: on 

preventing water and air pollution, on coastal zone management, and others. 

In April and July 2016, new safety rules on drilling on the continental shelf were adopted in 

the United States. They tightened the requirements for the development and operation of equip-

ment used in the development of oil and gas fields. New standards of equipment used to control 

wells were introduced, and for the first time — the requirement to monitor certain types of drill-

ing operations in real time mode appeared18. 

In general, the admission of oil and gas companies to the Arctic continental shelf in the 

United States is characterized by a high level of environmental standards and safety requirements. 

Unlike the other Arctic countries, where the state provides companies with certain flexibility in 

choosing the means to achieve the statutory tasks, the US laws contain many imperative norms 

that prescribe specific technical and procedural requirements [4, Dagg J., Holroyd P., p. 30]. After 

the accident on the oil platform in the Gulf of Mexico, the standards were tightened, and the state 

functions for protecting the environment, managing licensing processes and collecting oil reve-

nues on the shelf are distributed among different bodies. 

Since the beginning of the D. Trump’s presidentship in the United States, a radical review of 

state policy in the oil and gas field has been taking place. In January, the Department of Natural 

Resources submitted a draft new five-year program for the allocation of shelf areas for 2019–2024 

and it meant that 90% of the US continental shelf would be under federal jurisdiction19. This is an 

unprecedented indicator in the country's history. If approved, the new program would abolish 

President Obama's decree 2016 on the prohibition of the distribution of most of the shelf, includ-

ing the Arctic one. This step of the Trump administration met with fierce protests from both envi-

ronmentalists and opposition-minded authorities. The governors of most states, affected by the 
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decree of the Department of Natural Resources, stated that drilling offshore could undermine the 

economic balance of coastal regions, engaged in fisheries and tourism. It is noteworthy that 

among the few governors who supported the new course of Trump, was the head of Alaska20.  

Canada: the priority of environmental security 

Among the main directions of Canada's strategy in the Arctic, outlined in the “Canada's 

Northern Strategy. Our North, Our Heritage, Our Future”, 2009, the development of oil and gas 

fields and diamond mining were named as the main sources of welfare in the short term21. Along 

with oil and gas, in the coastal zone, Canada owns significant reserves of methane, diamond, cop-

per, zinc, mercury, gold, and rare earth metals hydrate. 

At the same time, Canada is cautiously approaching the development of the shelf's mineral 

resources, making the protection of the vulnerable northern environment the priority [5, 

Konyshev V.N., Sergunin A.A., p. 76]. In 1970, e.g., the Canadian government adopted an act on 

the prevention of the Arctic water pollution, in which the state reserves the right to control all 

vessels entering the ice-covered areas of the Northwest Passage (NWP), along the Canadian coast, 

to protect the environment. At the negotiations on the adoption of the UN Convention on the Law 

of the Sea 1982, the Canadian delegation was one of the initiators of the adoption of the Art. 234, 

which provides the coastal state with the special rights to protect the environment in its EEZ in ice-

covered waters. For the same reason, Canada took an active part in the development of the Polar 

Code, which came into force on January 1, 2017, and regulates the safety of vessels and pollution 

prevention in polar waters. 

The focus of the Canadian authorities on the Arctic environment is due to the existence of 

legislative requirements for companies developing oil and gas deposits on the Canadian shelf. The 

rules for obtaining licenses for exploration of hydrocarbons in the Arctic, like in the US, were tight-

ened in 2010 after the incident with Deepwater Horizon. Such measures are also dictated by the 

government's declared concern for the rights and needs of the people living on the territories ad-

jacent to the Arctic shelf. According to the National Energy Council of Canada, 70% of food for this 

people is produced through subsistence farming on land and fishing at sea 22.  

Responsibility for the regulation of the Canadian shelf development is divided between the 

two main state bodies. The issuance of licenses for the development of oil and gas resources is the 

responsibility of the Ministry of Aboriginal Affairs and Northern Development. The Ministry is also 

engaged in distribution of financial revenues from offshore development, and the solution of a 

question on expediency of allocation of a fair share of Canadian companies in issuing the licenses. 

The National Energy Council of Canada is the body responsible for monitoring the company's com-
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 Congress and Governors Resist Offshore Oil Drilling. URL: http://www.eesi.org/articles/view/congress-and-
governors-resist-offshore-oil-drilling (Accessed: 20 February 2018). 
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 Canada’s Northern Strategy: Our North, Our Heritage, Our Future. URL: http://www.northernstrategy.gc.ca/cns/cns-
eng.asp (Accessed: 20 February 2018). 
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pliance with environmental and safety requirements23. Thus, in Canada, like in the United States 

and in contrast to, for example, Greenland and Iceland, financial and legal regulation (licensing 

and revenue sharing) and supervision of environmental and safety regulations are divided be-

tween two independent entities. 

The licensing process is governed by the hydrocarbon act of Canada24. The exploration li-

cense is issued for up to 9 years and grants companies the exclusive right to conduct exploration 

and offshore drilling for exploration purposes. The validity of the mining license should not exceed 

25 years. 

Once the company has obtained a license from the Ministry of Aboriginal Affairs and 

Northern Development, it must apply to the NEB for a special permit for work on the Arctic shelf. 

The permit is issued after verification of the company's plans compliance with the requirements of 

environmental protection, industrial safety and subsoil protection. These requirements are in the 

laws of Canada on the operation of oil and gas fields25, 26 and in a great amount of sub-laws.  

The company - operator is also obliged to submit a plan for emergency response and a de-

scription of the administrative management system to the NEB for approval. In addition, the com-

pany's plans are subject to environmental assessment by various environmental impact monitor-

ing committees. These environmental authorities have the right to make recommendations on 

measures to mitigate the possible negative impact of companies’ activities on the environment.  

The intensification of work on the Arctic shelf of Canada in the past was largely due to the 

subsidies and grants provided by the authorities to oil companies, operating in the Beaufort Sea. 

However, the incentives were repealed in the mid-1980s, which together with the decline in the 

world oil prices led to a complete cessation of drilling operations in the Beaufort Sea in 1989 [1, 

Panichkin I.V., p. 165]. Environmental-oriented resource exploration and development regulations 

do not facilitate the return of oil and gas companies to Canada. In June 2016 Shell returned its li-

censes in the Canadian part of the Beaufort Sea. It happened because of the Canada's government 

refusal to mitigate legal requirements for drilling in the Arctic.  

According to official website of the National Energy Council of Canada, now there are no 

applications for exploration permits in the Arctic27. Probably, this factor became decisive in the 

decision of the Canadian Prime Minister to join the request of the US President on the closure of 

Arctic waters for exploration and production of petroleum at the end of 2016 and to announce the 

intention to do the same in Canadian waters soon. The intention to ban offshore drilling also 
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 Canada Petroleum Resources Act. URL: http://laws-lois.justice.gc.ca/eng/acts/C-8.5/index.html (Accessed: 21 Feb-
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means that next five years, the Canadian authorities do not expect serious activity from oil and gas 

companies on the shelf. By the way, this was the reason for the sarcastic comments of Canadian 

experts: “it is easy to ban drilling on the Arctic shelf, which currently does not exist”, while this 

step will add political bonuses for demonstrating concern for the environment28. 

Thus, the Canadian legislation on regulation of oil and gas activity on the Arctic shelf and 

the structure and level of requirements to companies has much in common with the US approach 

in this matter. Minor differences boil down to the fact that Canada has a less extensive system of 

regulatory legal acts and regulatory agents of the state departments. As in the United States, the 

functions of oversight of operators’ requirements to ensure environmental and industrial safety, 

issuing licenses and collecting revenues from the activities of companies are divided between sev-

eral authorities. The proximity of the two systems is evidenced by the joint decision of the two 

States to close the Arctic areas for exploration and production of oil and gas. High environmental 

standards and stricter safety requirements could become one of the reasons why the oil compa-

nies reduced interest in the shelf and froze the resource extraction projects in the Arctic waters of 

Canada. 

Iceland: on its way to legal foundations  

Iceland lies South of the Arctic Circle, and the state's access to the Arctic Ocean is blocked 

by exclusive economic zones and the continental shelf of Denmark (Greenland) and Norway. But 

since the country is near the Arctic waters, it is one of the eight members of the Arctic Council.  

Due to the geographical proximity to the Arctic Ocean, Iceland faces almost the same cli-

matic difficulties in the development of the shelf resources as the States of the Arctic “five”. There 

are also specific challenges. Oil and gas reserves on the Icelandic shelf are located at great depths, 

and the surface above the sea is often covered with thick fog29. On the other hand, in this region, 

there is no typical Arctic problem of ice, due to the action of the warm Gulf Stream. 

The exploration and production of hydrocarbons on the shelf is not as acute for Iceland as 

for other Arctic States. Iceland was one of the first European countries to account for almost all 

the electricity consumed by renewable energy. According to the International Energy Agency (IEA), 

the share of alternative energy in the energy balance of the state is almost 100%, or 99.99%. The 

main source of energy is hydroelectric power plants, which account for 71% of the total energy 

produced. Next – geothermal sources with a share in the total balance of 28%. Much smaller vol-

umes of wind power are used, but the share of oil and coal sources of energy in the country is very 

                                                 
28
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small — less than 0.01%30. Reliance on renewable energy is laid down in the strategy of sustaina-

ble development of the state.  

Nevertheless, the transport sector of the Icelandic economy remains dependent on oil im-

ports. Thus, according to the International Energy Agency, in 2014, Iceland imported more than 

half a million tons of petroleum products for home use31.  

To reduce the country's dependence on oil supplies in 2009, the government of Iceland an-

nounced the opening of its continental shelf for the exploitation of hydrocarbons [6, Erlendsson 

G., p. 57]. In 2013, it was decided to start oil production at the seabed in the Dreki area on the Jan 

Mayen ridge. At once two licenses for development of fields were received by the Petoro Iceland 

as a company, subsidiary of the Norwegian Petoro which is in state ownership. Other license hold-

ers were Chinese CNOOC and British Ithaca Energy32. 

Iceland has The Territorial sea, Exclusive Economic Zone and Continental Shelf Act of 1979. 

This act was drawn up based on international law in force at that time. The 1979 law did not regu-

late specific issues of developing oil and gas fields on the shelf. The government of Iceland adopt-

ed the detailing legal acts after requests of the oil companies to begin development of a legal 

framework on drilling on the continental shelf [6 Erlendsson G., p. 59]. Among them we should 

mention: the law on the Icelandic state ownership of resources on the shelf, 1990; the law on su-

pervision over the use of reserves of mineral resources, 1998 and a law on the prospecting, explo-

ration and production of hydrocarbons, 2001. These acts were repeatedly amended. In addition, 

Icelandic executive bodies issued some sub-laws on the development of offshore resources, it’s 

the environmental aspects, production safety standards, occupational safety, etc. 

In addition to domestic legislation, international agreements should also be mentioned. In 

1981 and 2008, Iceland and Norway signed treaties on the delimitation of the Jan Mayen conti-

nental shelf and on the establishment of a regime for the transboundary deposits development. 

The Contracting States have a mutual right to a 25% stake in the mining activities proposed by the 

opposing party33. This contract is also aimed at attracting Norwegian companies that have rich ex-

perience and modern technologies for shelf oil extracting. 

Iceland is part of the European Economic Area, it has also implemented the EU directives 

on granting licenses for prospecting, exploration and production of hydrocarbons (e.g., Directive 

94/22 / EC). 
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In the law 200134, it is enshrined that the state owns hydrocarbons on its shelf. However, 

the owner of the license to develop the field can get the rights to the resources it has obtained. 

The authority responsible for issuing licenses is the National Agency for Energy (Orkustofnun). The 

National Agency consults with the Ministries of Environment and Fisheries before granting the li-

cense. Moreover, if the application covers the water area within one nautical mile from the shore, 

the agency is obliged to seek the opinion of the relevant municipality. 

Licenses for the search of hydrocarbons are issued for up to 3 years, for exploration — up 

to 16 years, for extraction - up to 30 years, from the moment of issuing a license for exploration. 

Exploration and production licenses give operators exclusive rights to the relevant work on the 

shelf. 

Permission for work is granted to companies that fully meet the requirements for the off-

shore experience and financial resources. The law 2001 empowers the National Agency to use 

more stringent requirements for companies than prescribed by the rules. The license holder pays 

an annual fee for the development of the deposit to the state budget. The need for state participa-

tion in the exploration and production of oil and gas resources is decided by the Ministry of Indus-

try, Energy and Tourism in each case of issuing licenses. 

The law defines the obligations of operators to ensure the safety of production and envi-

ronmental protection. The license holder ensures “responsible” performance of works “in accord-

ance with the current legislation”. And further “in the course of work on the exploration and pro-

duction of hydrocarbon resources, public interests should be taken into account” (Article 10). Spe-

cific requirements are determined by the National Energy Agency. In addition, companies are re-

quired to comply with the best international drilling standards on the shelf (Article 13). Supervi-

sion over compliance with the appropriate level of safety and environmental protection measures 

is carried out by the National Agency. 

Thus, in Iceland, where the level of development of the oil and gas industry is significantly 

inferior to the renewable energy sector, the legislative regulation of offshore hydrocarbon produc-

tion is not detailed. The main normative act in this sphere is the law of 2001, which defines only 

the general framework for the behavior of offshore operators. In fact, the only authority that 

oversees the companies and develops specific requirements for them in the field of production 

safety and environmental protection is the National Energy Agency.  

Iceland is aware of the inability to extract oil and gas on the shelf without the help of for-

eign companies. To attract technology and finance from outside, the state is gradually expanding 

the necessary national legal framework. In addition, the authorities are making efforts at the in-

ternational level. So, the agreements with Norway on the regime of joint development of cross-

border deposits, as well as the establishment of close economic ties with Chinese enterprises in-
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vesting in the island's infrastructure, indicate the course of the Icelandic authorities to develop 

their arctic possessions by opening the country foreign countries and companies. 

Greenland (Denmark): emphasis on the international standards  

Greenland, like the Faroe Islands, is a self-governing territory and a part of Denmark. Be-

cause of Greenland, Denmark today is a full participant in the Arctic “five” and an applicant for 

significant areas of the Arctic continental shelf. 

In 2008, a referendum on self-government was held in Greenland. On May 20, 2009, the 

Danish Parliament passed a law on the extended autonomy of Greenland35. In accordance with it, 

Greenland Self-Government Bodies have wide autonomous powers on home policy issues. The 

regulation of the mineral deposits development is still within the competence of local authorities. 

Nevertheless, the Greenland Self-Government authorities can only negotiate and conclude agree-

ments with foreign states on behalf of the Kingdom of Denmark. In addition, the island remains 

largely dependent on subsidies. 

Greenland owns wide variety of minerals. Thus, the results of geological exploration re-

vealed the presence of conglomerates of deficit chemical elements (lithium, beryllium, niobium, 

etc.), rare earth metals, uranium and thorium. The island has large reserves of gold, diamonds, 

iron, nickel and zinc [7, Tulupov D.S., p. 4]. 

The development of oil and gas resources on the continental shelf of Greenland dates to 

the 1970s. In 1976 and 1977 American and European companies drilled 5 exploratory wells on the 

Greenland shelf that were “dry”, and therefore their interest to continue exploration had been 

lost. Several attempts to find commercial oil and gas reserves were undertaken in 1990s, but they 

also failed [1, Panichkin I.V., p. 164]. 

In 2006–2012 The Greenland government issued several licenses to foreign companies 

working in the Baffin Sea. Exploratory wells were drilled into the shallow water in Baffin Bay, but 

commercial oil reserves could not be found. The decline in world oil prices affected the plans of 

the oil and gas companies, many of which rejected the continuation of work on the Greenland 

shelf36.  

Nevertheless, in the development strategy of the mineral resource industry in Greenland 

for the period 2014–2018, the goal is to accelerate the economic development by creating new 

opportunities for profit and creating jobs in the oil and gas production. One of the means of 

achieving this goal is also the improvement of the legislative base about the licensing of offshore 

exploration and production activities. Until 2018, the Government of Greenland planned to put up 
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for sale several licensed sites on the west coast of the island37.  

Act on Greenland Self-Government 200938 found that the revenue from the mining in 

Greenland goes to the local government budget. However, the annual subsidy of Denmark is re-

duced by an amount corresponding to half of the profits from mineral resource development. 

A characteristic feature of Greenland's legislation on offshore hydrocarbon development is 

that all aspects of this activity are regulated by a single normative legal act — the Mineral Re-

sources Act 201039. The Exploration Drilling Guidelines was developed in accordance with this act 
40. At the same time, these regulatory acts contain a minimum of specific requirements for com-

panies and refer to the need to apply the best international standards and technologies. 

In each oil and gas license, the state's share is 6.25% due to the participation of the fully 

state-owned company Nunaoil41. In accordance with the Law on Mineral Resources, licensees for 

the offshore development in Greenland must use local labor and enterprises to ensure their core 

business within reasonable limits (with their accessibility and competitiveness). 

Regulation of the all the activities on the shelf of Greenland belong to one agency — the 

Bureau of Minerals and Petroleum [4, Dagg J., Holroyd P., p. 34]. Licenses for exploration are is-

sued for a period of 10 or 16 years (depending on the location of the exploration area). If the 

company finds commercial oil or gas reserves, the license may be renewed for up to 30 years. Typ-

ically, the applicant must submit a production program with a description of the specific work car-

ried out during the validity of the license. The total term of the license is divided into three stages. 

After each of these stages, the license holder decides either to refuse or to continue the work. In 

the second case, the company must refuse from 30% of the exploration area42.  

The new mineral and raw materials strategy for 2014–2018 introduced some changes to at-

tract new investments. Moreover, a special licensing regime was introduced, and made companies 

submitting a work program for three years. The license period in this case is not divided into stag-

es, as in the standard procedure. If by the end of three years the company considers the explora-

tion area promising, it has the right to apply for renewal for another three years43. 

Under this regime, the license holder has greater flexibility in revising its program of work. 

It is expected that the special regime will apply to the poorly studied areas of the shelf. The great-
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est benefits in this case are small companies that do not have significant financial resources and 

technologies but have experience in research on the shelf at an early stage. After they receive in-

formation about the prospects of the field, they can involve large enterprises in the development. 

In addition, the mineral resource strategy for 2014–2018 made changes in Greenland's tax legisla-

tion and make it possible to expand the range of companies applying for licenses. The amount of 

tax payments should not exceed 52.5%44. This is lower than interest rates in other states in the re-

gion. 

So, by 2018, the Greenland legislative base in the oil and gas sector has been under con-

struction. Unlike other Arctic States, the authorities have shown a willingness to replace specific 

technological and administrative requirements for companies with reference to the best available 

international practices. 

Low oil and gas prices, the harsh climate conditions in Greenland and lack of infrastructure 

pose serious challenges to the development of the oil and gas industry. Despite this, the authori-

ties of Greenland demonstrate optimism in this matter due to the recent measures to change local 

laws on the offshore development, aimed at attraction of new investment. 

Norway: self-regulation as a factor of the sustainable development  

At the conference “Arctic frontiers” held in Norway in January 2017, the Prime Minister E. 

Solberg expressed confidence that the economic benefits that the Arctic provided to coastal coun-

tries did not contradict the thesis about the need to protect the vulnerable nature of the region45. 

Norway was indeed a Prime example of the effective development of the biological and mineral 

resources of the Northern region while meeting a high level of environmental standards.  

In short time, Norway has become one of the world's largest oil and gas exporters since the 

discovery of hydrocarbon reserves on its continental shelf. The Kingdom is an undoubted leader in 

the underwater technologies for the development of offshore oil and gas fields. The oil and gas 

industry has become a powerful impetus in the rise of the country's economy. In many ways, Nor-

way's current and future economic prosperity depends on energy resources46.This was facilitated 

by a well-developed and balanced legal regime of subsoil use on the Norwegian continental shelf.  

The main coordinator of the offshore oil and gas activities is the Ministry of Oil and Energy. 

Its structural units carry out general administrative functions and develop relevant by-laws. The 

supervision of compliance with the rules and requirements for offshore activities related to the 

protection of life and health in the workplace, environmental protection and other aspects of ac-

tivity, from the stage of prospecting to preservation of drilling wells. All this is carried out by the 
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Petroleum Safety Authority (PSA) — a subdivision of the Ministry of Labor of Norway47. The collec-

tion of taxes from oil and gas activities falls within the competence of the Ministry of Finance 48.  

In addition, the authorities, that controls the development of offshore fields. include the 

Norwegian Environment Agency, the Petroleum Safety Authority of Norway, etc. 

The main legal act on oil and gas production on the continental shelf of Norway is the Law 

on Petroleum Activities, adopted in 199649. This law secures the state ownership of all hydrocar-

bon deposits in water areas. The whole continental shelf of Norway is divided into geographic rec-

tangular blocks measuring 15’ long and 20’ latitude. In Norway, companies are also given a corre-

sponding license for exploring or extracting resources, to develop the oil and gas resources of the 

Norwegian shelf. Before licensing, a mandatory assessment of the impact of oil and gas activity on 

the environment is usually conducted and social, economic and other effects industrial activities 

are identified. 

The license for exploring is non-exclusive and does not provide a priority right to the holder 

for obtaining a production license. A license for exploration is valid no more than three years. 

In contrast, production licenses are exclusive and issued by the state for 10 years. Applica-

tions for licenses are submitted to legal entities and individuals, either singly or in groups. After 

carrying out geological exploration, the license holder, as a rule, has the right to retain up to half 

of the license area for up to 30 years, and in some cases up to 50 years (articles 3–9 of the Law 

1996) [8, Kokin V.]. If the results are negative, the license can be returned. The holder of a license 

becomes the owner of the resources obtained. 

According to the Law 1996, the state has a share and direct participation. In 1973–1991, 

such a share could not be less than 50%, but in the subsequent licensing rounds it was constantly 

reduced. Until recently, direct financial participation on behalf of the state was managed through 

Statoil. In recent years, the state has established two specialized companies: Petoro AS — for the 

management of public direct financial participation, and Gassko AS — for the operation of the gas 

transportation system50. 

Legal acts on the exploration and production of oil and gas on the shelf also include laws on 

the protection of life and health of employees, on safety at work, on the prevention of harmful 

emissions, etc. 

Norway differs from the other Arctic States. The Kingdom's approach to the legal regula-

tion of oil and gas activities on the shelf is based on the principle of self-regulation of companies. 

The role of the state is to define safety standards. The law sets out the obligations of companies to 
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systematically identify risks associated with offshore operations, minimize and control them, as 

well as to respond in emergency situations. In this case, the operators have the choice of a means 

of achieving the law's task [4, Dagg J., Holroyd P., p. 38]. E.g., the Petroleum Safety Authority does 

the controls the implementation of laws on environmental protection, recommends certain prac-

tices, but usually offers the possibility of applying an alternative method of performing the task. 

Mandatory standards and requirements prevail in the US and Canada’s laws, but in the legislation 

of Norway, they are minimized. At the same time, this approach assumes that the responsibility 

for the safety of exploration and production lies primarily with the companies51. In addition, the 

Kingdom has an extremely high level of the marginal rate of profit tax — 78% [3, Kaznacheev P.F., 

Bazaleva R.V., p. 123]. 

Thus, compare to the other Arctic states, the Norwegian regulation system for oil and gas 

activities on the shelf is highly developed; it has a more clearly defined hierarchy of regulations 

and provides companies with considerable flexibility in achieving the goal of ensuring environmen-

tal and industrial safety. At the same time, freedom of action means increased responsibility for 

the result and in terms of meeting the requirements for protecting the environment of the Arctic. 

The described advantages of the Norwegian system seem to be one of the key factors in 

the attractiveness of the Kingdom for foreign investment in the oil and gas industry and the 

preservation of the leader status in oil and gas production in the Arctic. At the same time, Norway 

remains a state that successfully combines active economic activity in the region and eco-

orientation. 

Conclusion 

The legislation of the Arctic States on regulation of oil and gas activities on the continental 

shelf has both similarities and distinctive features. The commonality of approaches is due to natu-

ral and climatic challenges and technical difficulties associated with the development of offshore 

fields in the Far North and the need for state control. Thus, all coastal states issue for the offshore 

field development, and have a system of state bodies to make the norms for such activities and 

monitor their implementation. As a rule, before obtaining a license from the state, companies are 

required to submit a schedule of works, a plan to respond to emergencies, and prove their finan-

cial, administrative and technical status, etc. 

However, distinctive features in national regulatory frameworks exist. The United States 

and Canada have a high level of environmental standards and safety requirements. At the same 

time, considering the course of D. Trump on the active development of the oil and gas industry in 

the country, the United States is likely to make liberal changes in the national legislation. In con-

trast to the United States and Canada, Iceland, Greenland (Denmark) and Norway are more liberal 

in relation to choosing the means of achieving the goals, secured by home legislation. 
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Some differences in the structure of the supervisory authorities are also significant. In the 

USA, Canada and Norway, the supervision of production safety, environmental protection, licens-

ing and collection of revenues from oil production on the shelf are distributed among different 

state bodies. In Iceland and Greenland, they are administered by one agency.  

The legislation of the Arctic states also differs in degree of elaboration. Norway has the 

most structured and developed system of legal acts, which largely determines the leading position 

of the Kingdom in the extraction of oil and gas resources not only in the Arctic, but also in the 

world.  

An extensive system of laws and regulations is made in the United States and Canada, but 

each act is dedicated to only one area of regulation (e.g., oil spill prevention, protection of life and 

health at the workplace, etc.). So, these acts and regulations do not form a single structure. 

Iceland and Greenland have just started the development of the legal framework for the 

development of the Arctic hydrocarbons. In these states, all aspects of the offshore extraction are 

regulated through a single law, which contains a minimum of specific rules and refers to the best 

available international practices and standards. 

The experience of foreign countries in the legal regulation of oil and gas exploration and 

production in the Arctic can be applied to improve our national legislation. So, one should consider 

a special mode of licensing for geological study and exploration, the way it has been done in 

Greenland. This mode involves the benefits for small companies, experienced in the research of 

the offshore areas, at the beginning. After exploration work is done, such enterprises will sell the 

results of their work to larger companies involved in production. Norway's legislation is an exam-

ple of a successful combination of the effective economic performance and environmental orien-

tation. The Kingdom places the companies at a higher level of responsibility for the results by 

providing them with considerable flexibility in the means of achieving environmental and labor 

safety. Such a form of interaction should serve an effective tool for mutually beneficial relations 

between the state and oil and gas companies in the Arctic, given the established system of state 

control. 

One of the areas of international cooperation in the Arctic is the synchronization of nation-

al approaches to regulating the development of resources. Attempts have already been made to 

develop common legislative requirements for the Arctic coastal states within the framework of the 

Arctic Council. In 2009, the Arctic Council worked out the Offshore Oil and Gas Guidelines aimed at 

a unification of the standards and practices of the offshore resource extraction. The Guidelines 

contain recommendations on security issues related to the searching, exploration and production 

of oil and gas in the Arctic. However, the Guidelines do not have binding legal force. One of the 

three pan-Arctic binding international agreements directly but partly relates to the exploration 

and production of hydrocarbons — on cooperation in the liquidation of oil spills. 

Under these conditions, an important step forward in ensuring sustainable development of 

the Arctic would be the establishment of the legal framework for the development of hydrocar-
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bons on the Arctic shelf, exchange of information and best practices, cooperation to prevent the 

negative impact of oil and gas activities on the ecosystems of the North. Such work could be un-

dertaken by the Arctic Council, experienced in this field. 
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