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About 7% of Global Oil and Gas Comes from 
Deepwater—Concentrated in “Golden Triangle”

2010 Global Deepwater Production
8.5 mmboe/d

North America

Latin America

SS Africa

Europe

MENA

FSU

Asia Pacific

Source: PFC Energy Deepwater Competition Service
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Offshore Dominates in Europe, Africa; Deepwater 
is Most Significant in North America

Importance of Offshore and Deepwater Production in 2010

Source: PFC Energy Global Liquids Supply Forecast
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High Profile Disasters Trigger Regulatory 
Responses

Date Country Incident Consequence

1969 USA Santa Barbara blowout 

lasted 1 year, damaged 

40 miles of coastline

US removed land from leasing; 

California banned offshore drilling for 

16 years

1979 Mexico IXTOC-I leaked 3-5 mmb

in 10 months

??

1989 USA Exxon Valdez OPA 1990, oil spill liability trust fund, 

double-hulled tankers

1988 UK Piper Alpha explosion 

killed 167

Cullen Report and Safety Case regime

2001 Brazil P-36 explosion killed 11 More support for competition in 

Brazilian offshore

2009 Australia Montara blowout: 10 

weeks to relief well

Commission of Inquiry results not yet 

released

2010 US Macondo 5-month deepwater moratorium; 

tightened safety regime
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Different Approaches to Regulation

 All regulatory systems reflect tradeoffs.  

– Safety case regulations require operators to be more proactive—but drafting and 

reviewing programs takes time  

– Prescriptive regulations set common standards—but place more burden on regulator  

– Countries with weak capacity have lax regulations—and thus higher risk of accidents 

and environmental degradation

Safety Case

• Operators must prove they 
have identified risks, designed 
equipment and procedures 
accordingly and can respond 
to accidents and emergencies

• Regulators approve and verify 
compliance with the company-
identified safety cases—with 
varying degrees of 
intrusiveness

• Companies must ―prove‖ they 
are to be trusted

Prescriptive

• Regulators play a more active 
role, setting requirements for 
operators and creating a 
universal standard

• Operating plans and 
environmental impact 
assessments must still be 
submitted and approved, but 
the burden is largely on the 
regulator

• Approvals are generally 
granted more quickly

Self-Regulation

• In countries with minimal 
government capacity or 
nascent oil and gas sectors, 
regulators lack the experience 
and resources to play a robust 
role

• In these environments, 
companies largely regulate 
their own operations

• The result can be higher risk, 
unless companies employ the 
same safety methods they 
use elsewhere

Norway, UK, Australia, 

Canada, Brazil
United States, China, 

Indonesia, Malaysia

Mexico, Angola, Nigeria, 

Ghana

Source: PFC Energy Petroleum Risk Manager
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Underlying Drivers of Regulations

 Regulatory systems do not develop along the same path in every country.

 Regulations reflect the relationship in each state between the political 

system and economic policymaking. 

Government 
capacity to set 
and enforce 
regulations

Society’s 
demands for 
regulation and 
oversight

Less trust in 
private 
industry to 
manage risk

Safety 
Case

Focus on 
efficiency

Avoiding 
delays

Higher risk 
tolerance

Pre-
scriptive

Weaker 
government 
capacity

Strong 
influence of 
business/NOCs

Government 
close to private 
sector 

Self 
Regu-
lation

When these underlying characteristics change—for example when a major accident 

shakes the public’s faith in the capacity of the private sector to manage risk and 

ensure public safety—regulatory systems may be revised.
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Environmental and Safety Regulation Reflects 
Government Capacity and Priorities

Canada
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UK

Angola

Brazil Australia

Mexico

US(MMS)

Nigeria

Malaysia

Indonesia

Norway

Ghana

China

Lower government capacity to 

ossue and enforce regulations

Extensive regulations; varying degrees 

of regulatory burden and delays

Source: PFC Energy Petroleum Risk Manager
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Key Considerations

 Offshore oil and gas exploration and production is 

– Crucial to our energy security

– A major source of employment, economic activity and exports

 Regulation must be competent and timely

 It is impossible to regulate a dynamic industry with static rules

 Regulatory philosophy must be clear

– Safety case approach puts burden on companies

– This is not compatible with detailed prescriptive regulations

 Government must invest in people of the highest quality to 

oversee this industry

– Least cost bureaucratic responses would be a false economy
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Main regional offices:

Asia

PFC Energy, Kuala Lumpur

Level 27, UBN Tower #21

10 Jalan P. Ramlee

50250 Kuala Lumpur, Malaysia

Tel (60 3) 2172-3400

Fax (60 3) 2072-3599

PFC Energy, China

79 Jianguo Road

China Central Place Tower II, 9/F, 

Suite J 

Chaoyang District

Beijing 100025, China

Tel (86 10) 5920-4448

Fax (86 10) 6530-5093 

Europe

PFC Energy, France

19 rue du Général Foy

75008 Paris, France 

Tel (33 1) 4770-2900

Fax (33 1) 4770-5905

PFC Energy International,

Lausanne

1-3, rue Marterey

1003 Lausanne ,Switzerland

Tel (41 21) 721-1440        

Fax: (41 21) 721-1444 

Middle East

PFC Energy, Bahrain 

Bahrain Financial Harbor (BFH)

East Tower

5th Floor 

P.O. Box 11118

Manama- Bahrain

Tel (973) 7705 8880

North America

PFC Energy, Washington D.C.

1300 Connecticut Avenue, N.W. 

Suite 800

Washington, DC 20036, USA

Tel (1 202) 872-1199 

Fax (1 202) 872-1219

PFC Energy, Houston

4545 Post Oak Place, Suite 312 

Houston, Texas 77027-3110, USA 

Tel (1 713) 622-4447 

Fax (1 713) 622-4448 

www.pfcenergy.com  |  info@pfcenergy.com
Main regional offices are shown in blue.

PFC Energy consultants are present in 
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Beijing

Brussels

Delhi

Ho Chi Minh City

Houston

Kuala Lumpur
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London

Manama

Mumbai

New York

Paris

Vancouver

Washington, DC


