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/ILANDGASINTHE(IGH.ORTHnAPERSPECTIVEFROM.ORWAY�
4HELANDANDSEAAREASOFTHE%UROPEAN(IGH.ORTHAREDOMINATEDBY.OR
WAYAND2USSIA�&IGURE�	�4HElRSTLICENSESFOROILANDGASEXPLORATIONIN
THE.ORWEGIAN"ARENTS3EAWEREAWARDEDIN�����LEADINGTOTHEDISCOV
ERYOF3N�HVITIN�����/NTHE2USSIANSIDE�SEISMICSURVEYINGSTARTEDIN
THE����S�LEADINGTOTHEDISCOVERYOFGIANTlELDSLIKE3HTOKMANOVSKOYE�
,EDOVOYEAND,UDOVSKOYE�&URTHERSOUTHINTHE0ECHORA3EAMANYSMALLER
lELDSWEREIDENTIlED�-ORETHAN���WELLSHAVEBEENDRILLEDINTOTAL�AND
THEASSESSMENTISATPRESENTTHATTHEREISSOME�����MTOE�MILLIONTONS
OFOILEQUIVALENTS	INTHE"ARENTS3EA�SOME���OFTHISONTHE2USSIAN
SIDE�)NTHE+ARA3EA�TOTHEEASTOF.OVAYA:EMLYA�2USSIANSHAVEDISCOV
EREDTWOOTHERGIANTGASlELDS�,ENINGRADSKOYEAND2USANOVSKYE	�)NAD
DITIONTHEREISALSOPOTENTIALFOROILANDGASDEPOSITSINTHEDISPUTEDAREA
BETWEEN.ORWAYAND2USSIA�WHERENODRILLINGHASASOFYETTAKENPLACE�
4HESEISMICSURVEYINGCONDUCTEDINTHEAREABYTHE3OVIET5NIONPRIORTO
����PROVIDEDCAUSEFOROPTIMISM�-OE����	�
 3OFARONLYONElELD�3N�HVIT	HASBEENCONSIDEREDCOMMERCIALLYVIABLE
�ANDISUNDERDEVELOPMENT	�"UTEXPLORATIONACTIVITIESHAVENOTBEENVERY
INTENSIVEONEITHERTHE.ORWEGIANORTHE2USSIANSIDE�4HEASSESSMENTOF
THERESERVESISACCORDINGLYSOMEWHATVAGUE�4HEASSERTIONTHAT���OF
WORLDRESERVESARETOBEFOUNDINTHE!RCTIC�53'EOLOGICAL3ERVICE	REMAINS
UNFOUNDED�"UTTHEREISNODOUBTTHATRESERVESARESUBSTANTIALINAGLOBAL
CONTEXT�3OME�OFTHESEAREEXPECTEDTOBENATURALGAS�4HEEXPLOITATIONOF
MOSTOFTHESERESOURCESDEPENDS�INTERALIA�ONTHEAVAILABILITYOFNEWSUB
SEATECHNOLOGIESANDCONCEPTS� SUBSTANTIALAMOUNTSOFCAPITAL�POLITICAL
WILLAND�ONTHE2USSIANSIDE�APREDICTABLELEGALANDPOLITICALFRAMEWORK�
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AY 4HE REASON FOR ENERGY CONSUMING COUNTRIES� INTEREST IN "ARENTS 3EA

OILANDGASISHEAVILYLINKEDTOCURRENTHIGHINTERNATIONALOIL�ANDOTHER
ENERGY	PRICES�4HEHIGHENERGYPRICESAREPREDOMINANTLYDRIVENBYHIGH
ECONOMICGROWTHIN!SIA�COUPLEDWITHCONCENTRATIONOFRESOURCESANDA
LACKOFSUFlCIENTPRODUCTIONINCREASESINTHE0ERSIAN'ULF�ORELSEWHERE�
$EMANDISGROWINGFASTERTHANSUPPLYANDHASGIVENUSA�THOILSHOCK�
0OLITICALUNRESTANDWARINTHE-IDDLE%ASTCREATESANADDITIONALPRESSURE
ONPRICES�#ONSEQUENTLY� THERE ISADESIRE FROMCONSUMINGCOUNTRIES TO
INCREASEANDDIVERSIFYTHESUPPLYOFFOSSILFUELS�
 (IGHPRICESCREATETHEPROSPECTOFEXPENSIVElELDDEVELOPMENTSTHATIN
ALOWPRICESCENARIOWOULDNOTBEPROlTABLE�$EVELOPMENTOF"ARENTS3EA
OILANDGASDEPENDSONHIGHERPRICESTHANFOREXAMPLE.ORTH3EAOILAND
GAS�(IGHPRICES�ANDCOMPANYINTERESTSINATTAININGPROlT�ARETOGETHER
WITHENERGYCONSUMINGCOUNTRIES�PUSHFORMOREENERGY�HEAVILYINmUENC
INGDOMESTICPETROLEUMPOLICIESANDCONTRIBUTINGTOASPEEDINGUPOFlELD
DEVELOPMENTSINBOTH.ORWAYAND2USSIA�
 4HISARTICLEPROVIDESANOVERVIEWOFCHALLENGESFOR.ORWEGIANPETRO
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LEUMPOLICYDURINGEXPANSION INTO THE.ORWEGIANAND2USSIAN"ARENTS
3EA�4HEMAINFOCUSISNATURALGAS�4HElRSTSECTIONOFTHEPAPERFOCUSES
ONPOSITIONSOFMAJORPOWERS2USSIA�53ANDTHE%5�4HESECONDSECTION
FOCUSESONCHALLENGESFOR.ORWAY�.ORWEGIANAREASOFINTERESTDISCUSSED
ARE RELATED TO THEPETROLEUM INDUSTRY� RENT�CONTROL� THEENVIRONMENT�
REGIONALMATTERS�lSHERY�JURISDICTIONALPROBLEMS�SECURITYOFENERGYSUP
PLY� FOREIGN RELATIONSANDMILITARY SECURITY� 4HE CLOSINGCOMMENTSDRAW
TOGETHERASPECTSOFPRESENTCHALLENGES�

)NTERESTSOFMAJORPOWERS
2USSIA
!FTERYEARSOFPRODUCTIONDECLINEDURINGTHETRANSITIONPERIODFOLLOWING
THE3OVIETBREAKUP�ASIGNIlCANTRECOVERYIN2USSIANOILPRODUCTIONHAS
TAKENPLACE�&IGURE�	�)N�����ITREACHEDSOME���MBD�MILLIONBARRELS
PERDAY	�OFWHICHALMOST�MBDWEREEXPORTED�)TISBELIEVEDTHAT2USSIA
WILLBEABLETOEXPAND ITSOILPRODUCTIONSTILL FURTHER�/IL RESERVElGURES
INDICATETHAT2USSIACANBEONEOFTHEWORLD�SKEYOILPRODUCERSFORATLEAST
THENEXT��YEARS�
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2ESERVES OF 2USSIAN NATURAL GAS ARE EVEN MORE ABUNDANT THAN OIL AND
ESTIMATEDTOBEAVAILABLEFORTHENEXT���YEARSATCURRENTPRODUCTIONLEV
ELS�7ITHALMOSTNODECLINEAFTERTHEBREAKUP�2USSIAPRODUCED���"#-
�BILLIONCUBICMETERS	NATURALGASIN��������TIMESMORETHAN.ORWAY	�
0RODUCTIONISPROJECTEDTOINCREASEINTHECOMINGYEARSANDREACHSOME
���"#-BY�����%)!����	��2USSIAISNOWTHEWORLD�SLARGESTPRODUCER
ANDEXPORTEROFNATURALGAS�ANDTHESECONDLARGESTOFOIL�MAKINGITTHE
MAJORSINGLEENERGYPRODUCINGCOUNTRYINTHEWORLD�
 4HE5KRAINIANGASDISPUTE��THATREACHEDAPRELIMINARYCLIMAXIN*ANU
ARY ����� ADDED TO THE 2USSIAN�S FEELING THAT THEY WEREPOLITICALLY AND
ECONOMICALLYLOCKEDIN�2USSIANEEDSFORESEEABLETERMSOFTRADEANDTRAN
SITWITH#)3�#OMMONWEALTHOF)NDEPENDENT3TATES	COUNTRIES�2USSIAALSO
NEEDSMOREALTERNATIVETRANSPORTATIONROUTES�4HEDEPENDENCYONPETRO
LEUMEXPORTSFORFOREIGNCURRENCYEARNINGSMAKETHESEISSUESATOP2US
SIANPOLITICALPRIORITY�
 .ORWAYAND2USSIAHAVECOMPETEDINENERGYMARKETSSINCETHE����S�
BUTTHEIRADHERENCETOOPPOSITEECONOMICANDPOLITICALPOLESORIENTEDEX
PORTSTOALARGEEXTENTTODIFFERENTMARKETS�.ORWEGIANOILANDGASWAS
ALMOSTENTIRELYDIRECTEDTO7ESTERN%UROPEANCOUNTRIES�ANDSOMEOILTO
THE5�3�	�WHILEMORETHANHALFOF3OVIETEXPORTSWEREDEVOTEDTO%ASTERN
%UROPEANDTHE3OVIET2EPUBLICS�!FTERTHEBREAKUP�2USSIAHASNOTABLY
INCREASEDITSEXPORTSTO7ESTERN%UROPE�4HEPOLITICALAWARENESSOFJOINT
INTERESTSINMARKETDEVELOPMENTS�PRICESANDCONTRACTUALTERMSBETWEEN
.ORWAYAND2USSIABECAMESTRONGERINTHE����S�
 !S2USSIAMOVES�SLOWLY	TOWARDSAMARKETECONOMYANDINTEGRATION
INTOTHE%5ANDWORLDECONOMY�SHEISCONVERGINGWITH.ORWEGIANPE
TROLEUMPOLICIESINSOMEAREAS�!USTVIK�4SYGANKOVA����	�%VENTHOUGH
2USSIAHASNO%%!AGREEMENTWITHTHE%5�SHEISINTEGRATEDINTO%5EN
ERGYMARKETS�ALTHOUGHNOTINSUCHAONESIDEDMANNERAS.ORWAY	�AND
BEENINmUENCEDINSIMILARWAYSAS.ORWAYBYDOWNSTREAMMARKETCHANG
ESANDPOLICYMEASURES� SUCHASMARKET REGULATIONAND TAXATION�7HILE
2USSIANGASPOLICIESARENOT hDOMESTIlEDvWITHIN THE%5� SHEHASBEEN
ABLETOARRANGEHERPETROLEUMINDUSTRYINARATHERINDEPENDENTMANNER�
!SARESULT'AZPROMHASNOTBEENFORCEDTOUNBUNDLEITSACTIVITIES�AND
INSTEADSTRENGTHENEDITSPOSITIONOVERTHEPASTYEARSASAPRODUCERAND
TRANSPORTER OF GAS WITHIN 2USSIA� 4HE GOVERNMENT HAS MADE EFFORTS TO
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STRENGTHENTHEDIRECTCONTROLOFTHECOMPANY��
 4HEFACTTHAT2USSIAISNOTFULLYINTEGRATEDINTHEINTERNATIONALECONOMY�
ASFOREXAMPLEINTERMSOFMEMBERSHIPINTHE7ORLD4RADE/RGANIZATION
�74/	� HAS HAD SOME NEGATIVE IMPACTS ON 2USSIA� 2ELATIVELY LOW COM
PETITIVENESSOF2USSIANPRODUCTSANDANUMBEROFOUTDATEDPRODUCTION
TECHNOLOGIESDEVELOPEDDURINGTHE3OVIETERAARESTILLINOPERATION�GIVING
HERATECHNOLOGICALDISADVANTAGE��/NTHEOTHERHAND�FREETRADEALLOWS
FORTHEIMPORTOFCOMPETITIVETECHNOLOGYTO.ORWAYASAFULLMEMBEROF
THEINTERNATIONALTRADESYSTEM�ANDHASCONTRIBUTEDTOTHEDEVELOPMENT
OFTHEHIGHTECH.ORWEGIANPETROLEUMINDUSTRY�
 4HERESTRUCTURINGOFTHE2USSIANPETROLEUMINDUSTRYHASNOTREACHED
COMPLETION�4HEREAREHOWEVERSIGNIlCANTDIFFERENCESBETWEENTHEOILAND
GASSECTORS�4HEREISASTRUGGLEOVERCOMPETENCEBETWEENTHEGOVERNMENT
ANDTHEOILCOMPANIES�WHILETHEREMAYBELESSPOLITICALINTERESTINCHANG
INGTHENONCOMPETITIVESTRUCTUREOFTHENATURALGASINDUSTRY�!NYHEAVY
INVOLVEMENTOF INTERNATIONALOILCOMPANIESWILLTAKETIME�ALTHOUGHTHE
NEEDFORITISINCREASINGLYAPPARENT�3OFARFOREIGNCOMPANIES�PARTICIPA
TIONIN2USSIANOILANDGASSECTORHASBEENVERYLIMITED�4HENEW'ERMAN
2USSIANCONSORTIUMTOBUILDTHE"ALTICGASPIPELINEMAYBEASIGNALFROM
THE2USSIANSTHATFROMACAPITALANDTECHNOLOGICALPERSPECTIVETHEYMAY
INVOLVETHEMSELVESMOREDIRECTLYWITHFOREIGNCOMPANIESINTHEFUTURE�
 4HECRUCIALDIFFERENCES INSIZEOFTHETWOCOUNTRIESANDGEOGRAPHICAL
POSITIONS�ANDNOT LEAST� INCULTURALANDHISTORICALFEATURES�CREATESOME
RATHERDIFFERENTPERSPECTIVES�.ORWAY�ASASMALLCOUNTRY�HASARELATIVELY
INSIGNIlCANTINmUENCEONTHEWORLDCOMMUNITY�2USSIAWITHITSVASTTER
RITORYLOCATEDINTHEhMIDDLEOFTHEWORLDvANDWITHITSENORMOUSNATURAL
RESOURCERESERVES�WILLINEVITABLYPROlTFROMCOMBININGECONOMICASWELL
ASGEOPOLITICALGOALS�ASINTHE3OVIETERA	�4HE2USSIANSMAY�HENCE�FROM
APOWERPERSPECTIVEMOREEASILYTHAN.ORWAYPLAYEVENLYWITHTHE%5�%5
COUNTRIESANDTHE53�
 7ITH THEDEVELOPMENTOFOFFSHORElELDS IN THE"ARENTS3EA�.ORWAY
AND2USSIASHAREINTERESTSINTHEDEVELOPMENTOFINFRASTRUCTUREANDIN
DUSTRIAL TECHNOLOGY�"EINGA SMALL NEIGHBOURING COUNTRY� THISMAY LEAD
THE2USSIANSTOINVITE.ORWEGIANCOMPANIESTOPARTICIPATEINTHEDEVEL
OPMENTOFHIGHTECHlELDSINTHEAREA�SUCHASTHE3HTOKMANlELD�'IVEN
COOPERATION�.ORWAYWILLNEEDALLIANCESANDPARTNERSHIPSWITHNON2US
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SIANPARTIESINDEALINGWITHHERGREATERNEIGHBOUR�ASWHENAhMOUSEGOES
TO BED WITH A BEARv� 3UCH COOPERATION WILL BE ESPECIALLY CHALLENGING IF
COOPERATIONTAKINGPLACEWITHINTHEDISPUTEDAREAIFITREMAINSUNSETTLED
�CF�&IGURE�ANDLATERCOMMENTS	�
 )TISHOWEVERIMPORTANTTONOTICETHATTHE"ARENTS3EAPOSESONLYONEOF
SEVERALOPTIONSFORTHE2USSIANSINTHEIRDESIRETOINCREASE�OILAND	GAS
PRODUCTION�%VENMOREABUNDANTRESOURCESARELOCATEDIN7ESTERN3IBERIA�
MOSTLYONSHORE�CF�&IGURE��-ANYlELDSAREALSOLOCATEDIN%ASTERN3IBERIA
ANDCANSERVE#HINESEANDOTHER!SIANMARKETSINQUITENEARFUTURE�"E
CAUSEOFTHEANTICIPATEDLOWERCOSTSOFTHESElELDS�THEIRRELATIVEPROXIMITY
TOFASTGROWINGENERGYNEEDING%ASTERNMARKETS�ASWELLASTHE2USSIANS�
LONGEXPERTISEINMASTERINGLANDBASEDGASPROJECTSWITHOUTTHEHELPOF
FOREIGNCOMPANIES�ALTHOUGHOFTENINEFlCIENT	�ITISNOTCERTAINTHATTHEY
WILLCHOOSETODEVELOP"ARENTS3EAGASlRST�!LTHOUGH'AZPROMEXPRESSES
ADESIRETOEXPANDINSEVERALMARKETSSIMULTANEOUSLY�ANDISPLANNINGFOR
EXTENSIVElELDANDINFRASTRUCTURALDEVELOPMENTS�THE2USSIANMAYRUNTHE
RISKOFANhIMPERIALOVERSTRETCHvASTHEWORLDENERGYSUPERPOWER�4HISMAY
BEPARTOFTHEREASONFORTHECONTINUOUSPOSTPONEMENTOFANNOUNCING
PARTNERSINTHE3HTOKMANlELDDEVELOPMENT��
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4HE5NITED3TATES
)N THE����S THE5�3� INTEREST IN.ORWEGIANPETROLEUMPOLICYWASPRE
DOMINANTLYFOUNDEDONSUPERPOWERRIVALRYWITHTHE3OVIET5NION�4HE
BREAKUP OF THE 3OVIET 5NION AND THE EVOLVING GLOBAL ECONOMY IN THE
����SCHANGED5�3�INTERESTIN.ORWEGIANPETROLEUM�7ITHTHEENDOFTHE
#OLD7ARANDTHEINTERNATIONALIZATIONOFTHEECONOMYANDGLOBALIZATION
OFMARKETS�5�3�ENERGYPOLICYHASBECOMEMOREGLOBALANDCOMPREHEN
SIVE�4HEGEOPOLITICSOFENERGYHASBECOMEMOREIMPORTANTFORINTERNA
TIONAL AFFAIRS AND 5�3� FOREIGN POLICY� .ORWEGIAN OIL AND GAS IS NOW OF
PRIME IMPORTANCE FOR THEOVERALLGLOBALENERGYBALANCE�ASPARTOF5�3�
INTERESTSANDWORLDWIDEFOREIGNPOLICY�
 0LANNEDSUPPLIESFROMTHE"ARENTS3EADIRECTLYTOTHE5�3�CREATEHOW
EVERABILATERALINTERESTINTHEDEVELOPMENTOFTHE.ORWEGIAN�AND2US
SIAN	NATURALGAS SECTOR� 4HE53!MBASSADOR TO.ORWAYEXPRESSED INA
SPEECHIN3TAVANGERON*ANUARY������ADESIRETOSPEEDUP"ARENTS3EA
GASDEVELOPMENTSONBOTHTHE.ORWEGIANAND2USSIANSIDES�,IE����	�
 )NASITUATIONWITHHIGHENERGYPRICESANDNOSPECIlCRESTRICTIONSON
.ORWEGIANPRODUCTION�ASOPPOSEDTOINTHE����SAND����SWHENTHE
53PRESSURED FORHIGHER.ORWEGIANGASPRODUCTION �!USTVIK��������
���	� THE ENERGYRELATIONS BETWEEN5�3� AND .ORWAY IS AT PRESENT NOT
CONTROVERSIAL� 2ATHER THE TWO COUNTRIES MAY WORK TOGETHER TO REALIZE
PROJECTS�)F�HOWEVER�.ORWAYSHOULDCHOOSETODELAYDECISIONSANDEXPLO
RATIONACTIVITIESWHERElELDDEVELOPMENTSARECOMMERCIALLYPOSSIBLE�ONE
MIGHTEXPECT!MERICANPRESSURETOCHANGE.ORWEGIANPOLICY�

4HE%UROPEAN5NION
5NTIL3N�HVITGAS ISPRODUCEDANDGAS ISUSED FORPOWERPRODUCTION IN
.ORWAY�ALL.ORWEGIANGASWILLCONTINUETOBESOLDTO%5COUNTRIES�'ER
MANYISTHEMOSTIMPORTANTCOUNTRYINTERMSOFECONOMICANDPOLITICAL
SIZE�ENERGYCONSUMPTIONANDGEOGRAPHICAL LOCATION INTHEMARKETASA
TRANSITCOUNTRYFORBOTH.ORWEGIANAND2USSIANGAS�%5COUNTRIESHAVE
AN INTEREST IN "ARENTS 3EA DEVELOPMENTS BOTH FROM A SECURITYOFSUP
PLYANDINDUSTRIALPERSPECTIVE�&ROMBOTHPERSPECTIVESTHEYWILLHAVEAN
INTERESTINPARTICIPATINGINPROJECTS�INCLUDINGINDUSTRIALCOOPERATIONAND
PARTNERSHIP�
 .ORWEGIANn%5PROCESSES FROMTHE����SAND����SWERE INMANY
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RESPECTSREPLACEDBYAhDOMESTIlCATIONvOF.ORWEGIANPOLICIESBY%5POLI
CIESFROMTHEMID����S�4HERELATIONSHIPBETWEEN.ORWAYANDTHE%5
HASCHANGEDANDPOLITICALARRANGEMENTSARENOTONLYNEGOTIATEDATTHE
INTERNATIONAL%5.ORWAYTABLEANYMORE�4HE%%!AGREEMENTFROM����
MADE LAWS AND REGULATIONS IN THE %5 MORE OR LESS AUTOMATICALLY .OR
WEGIAN LAW� 4HE INmUENCEOF %5POLICIES IS HOWEVERNOT LIMITED TO THE
%%!AGREEMENT�4HEMARKETINTEGRATIONOF.ORWEGIANGASINTO%5SINGLE
ENERGYMARKETSISALSOIMPORTANT�!SECONOMICINTEGRATIONLEADSTOPOLITI
CALINTEGRATION�.ORWAYISAFFECTEDBY%5POLICIES�IRRESPECTIVEOFTHE%%!
AGREEMENT�4HISISHOWEVERTOSOMEEXTENTTRUEALSOFOR2USSIA�
 4HEINITIALRATHERORTHODOXFORMOFGASMARKETLIBERALIZATIONTHATTOOK
PLACEWITHINTHE%5WASPOSSIBLEBECAUSEPROCESSESFORTHEMOSTPARTTOOK
PLACEWHENENERGYPRICESWEREMODESTANDINTERNATIONALAFFAIRSCALM�4HE
POWERTHAT.ORWAYANDOTHERRESOURCERICHSTATESWEREASSUMEDTOHAVE
INTHE����SAND����SWEREIN%UROPETOALARGEDEGREEREPLACEDBY%5
POWERTOREGULATEMARKETSANDPASSTAXESINTHE����SANDBEYOND�4HE
JURAANDNORMSFORREGULATINGTHEMARKET�S	WEREHOWEVERNOTDIRECTED
TOWARDSTHEPARTICULARITIESOF�OILAND	GASASANONRENEWABLERESOURCE�
/NTHECONTRARY�GENERALCOMPETITIONPRINCIPLESWERELAIDDOWNTOGUIDE
THEREGULATIONOFTHENATURALGASMARKET�
 4HERECIPROCALDEPENDENCEBETWEEN.ORWAYANDTHE%5AND%5COUN
TRIESISNOTSYMMETRICAL�ANDSEEMSTOCHANGEINFAVOUROF.ORWAYWHEN
MARKETSARETIGHTANDINFAVOUROFTHE%5WHENMARKETSAREWEAK�)NTIGHT
MARKETS�RESOURCEOWNERSHIPGIVES.ORWAY�AND2USSIA	HIGHPROlTSAND
ALEVERAGETOINmUENCETHETERMSOFEXCHANGE�WHILEINWEAKMARKETSTHE
%5ISSTRONGERINFORMULATINGMARKETREGULATIONSANDTAXATIONONGENERAL
COMPETITIONPRINCIPLES�
 7HENOILPRICESSTARTEDTOINCREASEFROM����ANDWORLDPOLITICSBE
CAME TENSE AFTER ��TH3EPTEMBER ����� THE ISSUE OF SECURITYOFSUPPLY
RETURNEDTOTHETOPOF THEPOLITICALAGENDA�AS ITWAS IN THE����SAND
����S�4HISSTARTEDTOMODIFY%5ENERGYPOLICIES�ANDITSHIFTEDTHEBALANCE
OFDEPENDENCESOMEWHATBACKTO�OILAND	GASPRODUCERS�4HE%52USSIAN
AND 'ERMAN2USSIAN ENERGY DIALOGUES ARE EXAMPLES OF POLICY CHANGE�
SPEEDINGUPASSUPPLYANDTRANSITPROBLEMSTHROUGH5KRAINEANDOTHER
COUNTRIESHAVECOMEINCREASINGLYINTOFOCUS�
 4HE%5WILLNEEDMUCHMORENATURALGASOVER THENEXTDECADESAND
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MOSTOFITMUSTCOMEFROMhNEWvPRODUCTIONAREAS�)NTHISCONTEXT�THE
%5AND%5COUNTRIESARETHOSEWITHTHEMOSTDIRECTINTERESTINSPEEDING
UPTHEDEVELOPMENTOF"ARENTS3EAGAS�!SWITHTHE!MERICANS�.ORWAY
MAYlNDUSEFULPARTNERSINTHESEACTIVITIESWITH%UROPEANCOMPANIES�%5
COUNTRIESANDTHE%5�)FHOWEVERACTIVITIESARESLOWEDDOWNORDELAYED�
ONE WOULD EXPECT A PRESSURE ON.ORWEGIAN POLICY IN THE DIRECTION OF
SPEEDINGUPDEVELOPMENTSFROMTHE%5ASWELLASFROMTHE!MERICANS�

#HALLENGESFOR.ORWAY
!LREADY�.ORWAYAND2USSIA SHARE THEDOMINANTPOSITIONS IN THE%URO
PEANGASMARKET�WITH2USSIA AS THE LEADER�.ORWEGIANGASPRODUCTION
REACHED��"#-IN�����7HILE.ORWEGIANOILPRODUCTIONISEXPECTEDTO
HAVEPEAKEDAT���MBDIN�����ITSPOTENTIALFORNATURALGASPRODUCTION
ISHIGHERTHAN���"#-PERYEARINAFEWYEARSTIME�-ARKETSHARESARE
EXPECTEDTOGROWTOBETWEEN��AND��PERCENTINIMPORTANTCOUNTRIES
LIKE'ERMANY�&RANCEAND"ELGIUM�4OGETHERWITHHIGHOILPRODUCTIONAND
HIGHOILPRICES�THEGROWTHINNATURALGASEXPORTSWILLGIVETHEPETROLEUM
SECTORANEVENMOREIMPORTANTROLEINTHE.ORWEGIANECONOMY�&IGURE�
SHOWSTHEHISTORICALDEVELOPMENTOF.ORWEGIANOILANDGASPRODUCTION
SINCETHEBEGINNINGIN����ANDEXPECTATIONSTOWARDS�����
 4HERE IS NOW LESS CONmICT BETWEEN THE INTERNATIONAL INTEREST IN INC
REASINGNATURALGASPRODUCTIONANDDOMESTICINTERESTSASPREVIOUSLYEX
PRESSED IN POLITICS� )N THE ����S AND ����S� A SPECIlC .ORWEGIAN PRO
DUCTIONCEILINGWASSET�����MTOECOMBINEDOILANDGASPRODUCTIONAS
OPPOSEDTOANACTUALPRODUCTIONOF���MTOEIN�����!SlRSTOFALLTHE
-INISTRYOF&INANCEEARLIERPUTRESTRICTIONSONPRODUCTIONLEVELSINORDERTO
AVOIDh$UTCHDISEASEvPROBLEMSINTHE.ORWEGIANECONOMY�THECREATING
OFTHE0ETROLEUM&UNDINTHE����SREMOVEDMUCHOFTHEIRCAUTIOUSNESS
AGAINSTTOOHIGHPRODUCTIONLEVELS�
 .ORWAYHASDEVELOPEDANDMAINTAINEDAHIGHLYPROFESSIONALPETROLEUM
ADMINISTRATIONLEDBYTHE-INISTRYOF0ETROLEUMAND%NERGY�4HEMINISTRY
ANDTHEBODIESUNDERIT�TOGETHERWITHTHE-INISTRYOF&INANCE�HAVEBEEN
RATHERSUCCESSFULINMAKINGINDUSTRIALARRANGEMENTSEFlCIENTANDTOTHE
INTERESTSOFTHE.ORWEGIANGOVERNMENTANDCOMPANIES�)NDUSTRIALINTER
ESTSSEEMHOWEVERTOHAVEBECOMEMOREIMPORTANTINTHEDElNITIONOF
ARELEVANT.ORWEGIANPRODUCTIONLEVEL�&URTHERMORE�OTHERGOVERNMENTS
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EXPRESSADESIRETOSPEEDUPDEVELOPMENTSFROMASECURITYOFSUPPLYPER
SPECTIVE�MAKINGANINmUENCEONTHE-INISTRYOF&OREIGN!FFAIRSANDITTO
BEANEXPLICITPARTOF.ORWEGIANFOREIGNPOLICY�
 4HEDElNITIONOFWHATISAhNATIONALINTERESTvISAMBIGUOUSANDCHANGES
WITHTHECONSTELLATIONOFDOMESTICACTORS�0UTNAM����	�!S.ORWEGIAN
NATIONAL INTERESTS �IMPLICITLY	 ARE DElNED TODAY� THERE SEEM AT PRESENT
NOTTOBEANYSTRONGPOLITICALDOMESTIChMACROvFORCEAGAINSTAFURTHER
INCREASE IN PRODUCTION LEVELS AND THE DEVELOPMENT OFTHE "ARENTS 3EA�
EXCEPTFORENVIRONMENTALISTGROUP�
 4HESITUATIONHOWEVERPOSESHUGECHALLENGESDOMESTICALLY�WITHRESPECT
TO CREATING MACROECONOMIC� SOCIAL AND ALTERNATIVE INDUSTRIAL POLICIES�
!PARTFROMTHEPETROLEUMINDUSTRYANDSOMEREGIONALINTERESTS�.ORWE
GIANDOMESTICECONOMICINTERESTSMAYNOTNECESSARILYSHARETHELOGICAND
EMPHASIZEONEXPANDINGTHEPETROLEUMSECTORSTILLFURTHER�)NSTEAD�THEY
DESIRETHECREATIONOFAMORECOMPETITIVEINDUSTRYINOTHERSECTORSAND
THEDEVELOPMENTOFSOCIETYATLARGE�3OMEOFTHISISSHOWNINAGRADUALLY
MOREINTENSEDEBATEABOUTHOWTOUSETHE0ETROLEUM&UNDDOMESTICALLY�
I�E�FORINFRASTRUCTURALPURPOSES�/NESHOULDEXPECTRIVALRIESBETWEENSUCH
INTERESTSINTHEFUTURE�IFPOLITICALACTORSDONOTBALANCETHEMWELL�
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)NDUSTRIALINTERESTS
"OTHTHEMATURINGOFTHE.ORWEGIANPETROLEUMINDUSTRYANDINTERNATION
ALECONOMICANDPOLITICALINTEGRATIONPROCESSESLEDTOITSINTERNATIONALIZA
TION�4HEINDUSTRYBECAMECOMPETITIVEATHOME�ANDASTRONGINTERESTIN
COMPETINGABROADEMERGED�7ITHTHEPRIVATIZATIONOF3TATOILIN����THE
PROlTHORIZONBECAMESHORTER�WITHTHECONSEQUENCETHATTHECOMPANYIS
INTERESTEDINHIGHERPRODUCTIONANDNEWLICENSESFASTERTHANBEFORE�
 4HEHIGHLYCOMPETENTANDSPECIALIZED.ORWEGIANPETROLEUMhCLUSTERvIS
WELLPOSITIONEDTOTHEDEVELOPMENTOFlELDSONBOTH2USSIANAND.ORWE
GIANSIDES�(YDRO�3TATOIL�!KER+V�RNERANDOTHERS	�4HESUBSEATECHNOL
OGIESDEVELOPEDAT/RMEN,ANGEAND3N�HVIT�HORIZONTALDRILLINGEXPERTISE�
LAYINGOFLONGDISTANCESUBSEAPIPELINES�,.'TECHNOLOGYANDOTHERIN
NOVATIONSARE IMPORTANTELEMENTSWITHRESPECTTOhKNOWHOWv�0ARTSOF
THIS .ORWEGIAN TECHNOLOGICAL LEADERSHIP ARE SHARED BY SUBCONTRACTORS
INA%UROPEANANDINTERNATIONALNETWORK�#APITALNEEDSAREANOTHERELE
MENTWHEREOTHERINTERNATIONALCOMPANIESANDlNANCIALINSTITUTIONSMAY
CONTRIBUTE�INCLUDINGHOLDINGSINTHElELDS�ASINOTHERPARTSOFTHE.#3
�.ORWEGIAN#ONTINENTAL3HELF	�
 )FENGAGEDONTHE2USSIANSIDE�HOWEVER�THE.ORWEGIANINDUSTRYNEEDS
TOBESUPPORTEDPOLITICALLYINORDERTOACHIEVESTABLEANDPREDICTABLELAW
MAKING�TAXATIONPOLICIES�POLITICALGOODWILL�ANDINFRASTRUCTURALDEVELOP
MENT�SECURESUBDELIVERIESETC�.ORWEGIANAUTHORITIESMUSTPROVIDETHIS
SUPPORT� BUT THE INDUSTRY COULD ALSO NEED THE SUPPORT OF %5 COUNTRIES
ANDTHE53�%5AND!MERICANCOMPANIESMAYBECOMEPARTNERSWITH.OR
WEGIANCOMPANIESAND�ORSUPPLIERSTOPROJECTSONBOTH.ORWEGIANAND
2USSIANSIDES�
 !LTHOUGH2USSIANSPRIMARILYSEEMTOWISHTODEVELOPOILANDGASlELDS
BYTHEIROWNEFFORTS�POLITICALOBJECTIONSMAYBEOUTWEIGHEDBYTECHNO
LOGICALADVANTAGESINTHE7EST�&OR.ORWAY�IF.ORWEGIANCOMPANIESWERE
ENGAGEDONTHE2USSIANSIDE� ITWOULDIMPROVETHECHANCESOFEFlCIENT
REGULATIONANDPROTECTTHEENVIRONMENTANDSUSTAINABLERESOURCEEXTRAC
TION�
 4HEQUESTIONOFKNOWLEDGE�GOODRELATIONSANDCONlDENCEBUILDINGBE
COMESIMPORTANTFORHOW.ORWAYAND2USSIACANCOOPERATEINTHE"AR
ENTSREGION�INLINEWITHTHEIDEASOFTHEESTABLISHED"ARENTS#OOPERATION
SINCE����	�4OFURTHERSUCHADEMANDING INTEGRATIONBETWEENTHETWO
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INTHElELDOFPETROLEUM�THERECOULDBEREASONSTO INVITETHE2USSIANS
TOPARTICIPATEONTHE.ORWEGIANSECTOR�SUCHASON3N�HVITAND/RMEN
,ANGE	� )TWOULD IMPROVECOMMUNICATIONSONAPRACTICAL LEVEL�ENHANCE
THECOMPETENCEOF THE.ORWEGIANPETROLEUMSYSTEMANDPOSSIBLYHELP
EXPORTINGITTO�PARTSOF	THE2USSIANSYSTEM�,IKEWISE�THE2USSIANSCOULD
INVITEA.ORWEGIANCOMPANYTOPLAYTHEROLEASOPERATOROFAlELD�SUCHAS
3HTOKMAN	INORDERTOINTRODUCENOTONLYTECHNOLOGICAL�BUTALSOMANAGE
RIALANDORGANISATIONAL�COMPETENCETOITSDEVELOPMENTANDOPERATION��
 !NOTHERASPECTOF INDUSTRIALCOOPERATIONCOULDBETHETRANSPORTATION
OFNATURALGASFROMTHE"ARENTSAREA�!PARTFROM,.'PROJECTS�GASMUST
BE TRANSMITTED IN PIPELINES� 7ITH THE 2USSIAN'ERMAN "ALTIC LINE NOW
PLANNED�ONEADDITIONALROUTEFOR3IBERIANGASTO'ERMANYWILLBEESTAB
LISHED�&IGURE�	�4HISLINECOULDALSOSUPPLYGASFROMTHE"ARENTSAREAIFA
LINKBETWEEN+OLAAND3T�0ETERSBURGISBUILD�/NEALTERNATIVEISHOWEVER
TOLINK"ARENTS3EAGASTOANEXTENDED.ORWEGIANPIPELINESYSTEMWHICH
ATPRESENTREACHES-ID.ORWAY�"ESIDESTHEINDUSTRIALINTERESTOFSERVING
AS A TRANSMITTING COUNTRY FOR 2USSIAN GAS� .ORWAY WOULD GAIN A MORE
IMPORTANTPOLITICAL POSITION IN %UROPE�SMOST IMPORTANT ENERGYMARKET�
ANDTHE2USSIANSWOULDFURTHERDIVERSIFYHEREXPORTROUTES�
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2ENTDISTRIBUTION
-OST COUNTRIES SHARE.ORWEGIAN INTERESTS INPRICE ANDMARKET STABILITY
ANDPREDICTABILITY�BUTINTERMSOFRENTDISTRIBUTION�PRODUCINGANDCON
SUMING COUNTRIES ARE ON OPPOSITE SIDES OF THE TABLE� 2ENT CAN END UP
WITHPRODUCINGCOMPANIES�THETREASURIESOFPRODUCINGCOUNTRIES�DOWN
STREAM COMPANIES OR CONSUMING COUNTRIES� TREASURIES� )T MAY ALSO END
UPASCONSUMERSURPLUS�2ENTMAYBEREDISTRIBUTEDWHENPRICESCHANGE�
INDUSTRIES ARE REORGANIZED� OWNERSHIP CHANGES� MARKET POWER CHANGE�
TAXATIONEITHERINPRODUCING�TRANSITORCONSUMINGCOUNTRIES�LAWMAKING�
REGULATIONETC�
 )NTHISRESPECT.ORWAYSHOULDEMBARKUPONADIALOGUEWITHTHE2US
SIANS n BUT ALSO WITH RECEIVING COUNTRIES LIKE 'ERMANY AND OTHER %5
COUNTRIESTOCREATEMUTUALUNDERSTANDINGOFCOMMONINTERESTS�SOTHAT
.ORWAYCANATTAINTHEMAXIMUMSUSTAINABLEPRICEOVERTIME�.ORWAYHAS
AN INTEREST INPRICESTABILITYANDPRICE LEVELS INORDER TO INVEST INHUGE�
REMOTEANDEXPENSIVElELDSANDINFRASTRUCTURE�hSECURITYOFDEMANDv	�!S
MOSTGASWILLBEDELIVEREDTO%5COUNTRIES�.ORWAYHASANINTERESTTHAT
DOWNSTREAMCOMPANIESANDGOVERNMENTSALSOWORKFORASTABLEMARKET
DEVELOPMENT�PROVIDINGABASISFORASTABLEINVESTMENTCLIMATE�

%NVIRONMENT
4HE"ARENTSAREAWITHITSCOLDCLIMATEANDWATERSREPRESENTSARATHERVUL
NERABLEENVIRONMENT�CONCERNINGWILDLIFE�BIODIVERSITY�lSHERIESANDNA
TURE�)N�����THE.ORWEGIANGOVERNMENTDECIDEDTOCONTINUEOILANDGAS
EXPLORATION INTHESOUTHERNPARTSOFTHE"ARENTS3EAMINUSSOMEAREAS
DElNED AS ESPECIALLY VULNERABLE� %NVIRONMENTAL REGULATIONS ARE STRICTER
THAN FURTHER SOUTH ON THE .#3� ! MORE INTEGRATED PLAN FOR THE ENTIRE
"ARENTS3EACONCERNINGRESOURCEMANAGEMENT�THEENVIRONMENTANDECO
NOMICANDPOLITICAL INTERESTSWASPRESENTED INSPRING�����-INISTRYOF
%NVIRONMENT����	�4HEREARENOPLANSSOFARFORTHEOPENINGOFNORTHERN
PARTSOFTHE.ORWEGIAN"ARENTS3EA�
 4HEBIGGESTENVIRONMENTALTHREATSATPRESENTARECONSIDEREDTOCOME
FROM THE 2USSIAN SIDE� 4HERE IS ALREADY A RISK OF OIL SPILLS FROM THE IN
CREASEDTRAFlCOF2USSIANOILTANKERSOFFTHE.ORWEGIANCOAST�4HEREARE
ALSOTHREATSFROMNUCLEARACCIDENTSANDHANDLINGWASTEINTHEAREA�4HE
ADDITIONAL CONCERNS RAISED BY AN INCREASED PETROLEUM ACTIVITY� LEAD TO
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CALLSFORGREATERCOOPERATIONWITHTHE2USSIANS�4HEINDUSTRYHASARGUED
THAT THEBESTWAYOF INmUENCING2USSIANENVIRONMENTAL STANDARDSAND
PRACTICESISBYSHOWINGPRACTICALLYHOWITCANBEDONEONTHE.ORWEGIAN
SIDE� AND BY OFFERING PARTNERSHIPS BASED UPON ENVIRONMENTALLY SOUND
PRACTICESONTHE2USSIANSIDE�4HISWOULDREDUCEENVIRONMENTALRISKSFOR
THE.ORWEGIANCOASTLINEANDWATERSASWELL�(OWEVER�THESITUATIONALSO
DEMONSTRATESANEEDTOCREATEABROADER%UROPEANANDINTERNATIONALUN
DERSTANDINGABOUTTHESECHALLENGES�
 7ITHIN.ORWAY�ENVIRONMENTALISSUESHAVEBEENACAUSEOFCONTROVERSY
BETWEENPOLITICALPARTIES�ASSHOWNINTHE3EPTEMBER����ELECTION�)FTHE
hGREENSIDEvOFTHEPRESENT'OVERNMENTEVENTUALLYGAINSASTRONGERCON
TROLLINGHANDONACTIVITIES INTHEAREA�DEVELOPMENTSONTHE.ORWEGIAN
SIDEMAYBEREGULATEDBYSTRICTERENVIRONMENTALSTANDARDS�

&ISHERIES
)N����THE2USSIAN.ORWEGIANMANAGEMENTSYSTEMFORlSHERIESINTHE
ENTIRE"ARENTS3EAWASESTABLISHED�)TENTAILEDTHEINTRODUCTIONOFA���
MILEEXCLUSIVEECONOMICZONE�%%:	�ACCORDINGTO5NITED.ATIONS#ONVEN
TIONON,AWOFTHE3EA�5.#,/3	�!SlSHESDONOTKNOWTHEBORDERLINES
OFINTERNATIONALWATERS�THETWOCOUNTRIES�ANDSTATESTHATHAVERECEIVED
A"ARENTSQUOTAFROMONEOFTHEM�MAYTAKEPARTOFTHISQUOTAINTHE%%:
OFTHEOTHER�4HEPROPORTIONOFCATCHBETWEEN.ORWAYAND2USSIAISlXED
�MOSTLY�����	BUTTHETOTALCATCHISNEGOTIATEDYEARLY�4HEREHAVEBEEN
DISAGREEMENTSOVERWHAT IS A SUSTAINABLE CATCH IN THE AREA�WHERE THE
2USSIANSHASARGUEDFORHIGHERCATCHESTHAN.ORWAY�
 &ISHERIESANDOILACTIVITIESWEREINTHE����SHEAVILYDEBATEDPOLITICALLY
IN.ORWAY�4HEEVIDENCESEEMSHOWEVERTHATSUCHCONmICTISlRSTOFALL
RELATEDTOPROBLEMSIFANACCIDENTOCCURSANDSEAWATERSAREHEAVILYPOL
LUTED�/BVIOUSLY�INTHISAREAWITHITSCOLDWATER�OILSPILLSMAYHAVEGREATER
IMPACTONTHEENVIRONMENTTHANINWARMERWATERS�

2EGIONALISSUES
$EVELOPMENT OF OIL AND GAS ACTIVITIES IN THE "ARENTS !REA IN .ORTHERN
.ORWAYMOSTLYSEENASHIGHLYBENElCIALBYPOLITICIANS�ALTHOUGHENVIRON
MENTALCONCERNSHAVEBEENEMPHASIZEDBYSOME	�4HEYLOOKFORWARDTO
INCREASEDACTIVITY INTHECONSTRUCTIONPERIODS�BENElTSOFTERMINALSAND
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SUPPLY CENTRES WHERE THESE ARE ESTABLISHED� AND MOVING THE DEVELOP
MENTOF THE.ORTHERNAREASHIGHERUPTHEPOLITICALAGENDA IN/SLOAND
ELSEWHERE�4HE"ARENTS%URO!RCTIC2EGION�"%!2	HASBECOMEAFRAME
WORKFORMANYCOOPERATIVEPROJECTSONTHEREGIONALLEVELACROSS.ORWAY�
3WEDEN�&INLANDAND2USSIA�

3ECURITYOFENERGYSUPPLY
%ASIER ACCESS TO PIPELINES� NEW PIPELINES AND ,.' FACILITIES BUILT� ALONG
WITHEXPANDEDSTORAGEFACILITIESSHOULDALLIMPROVESECURITYOFSUPPLYFOR
PURCHASING%5COUNTRIES�.ORTH3EATRANSPORTATIONINFRASTRUCTUREISCON
TINUOUSLYEXPANDINGANDISNOWDEVELOPEDFROMMID.ORWAYTO%NGLAND�
'ERMANY�"ELGIUMAND&RANCE�THESECOUNTRIESREPRESENTALMOSTHALFOF
TOTAL%5ENERGYCONSUMPTION	�3IMULTANEOUSLY�THElRST,.'PLANTCON
NECTEDTOTHE3N�HVITlELDINTHE"ARENTSAREAWILLSOONBEGINOPERATING�
7ITHEXPANDED,.'PROCESSINGPLANTSTHE"ARENTSAREABECOMESINCREAS
INGLYMOREIMPORTANTFORTHE5�3� INTEREST INDIVERSIFYINGTHEIREXPECTED
INCREASEDNATURALGASIMPORTNEED�
 /NTHEOTHERHAND�MOREVOLATILE�UNCERTAINANDPERIODICALLYLOWERPRO
DUCERPRICESCOULDLEADTOADROPINLARGEINVESTMENTPROJECTSANDWEAKEN
SUPPLYSECURITYINTHELONGRUN�#ONSEQUENTLY�INTERMSOFECONOMICSECU
RITYOFSUPPLY�ITISDIFlCULTTOSEEHOWTHE%5�COUNTRIES	CANSIMULTANE
OUSLYOFFERLOWERGASPRICESTOCONSUMERS�ACHIEVEHIGHTAXREVENUESFROM
GASUSAGE�ANDMEETGROWTHINBOTHEXPECTEDDEMANDANDSUPPLIES�)TWILL
BEIMPORTANTFOR.ORWAY�AND2USSIA	THAT%5POLICIESAREBASEDONTHE
PARTICULARITIESOFNONRENEWABLERESOURCES�NOTLEASTWITHTHEIRENORMOUS
INVESTMENTCOSTSINTHE(IGH.ORTH�
 4HEINTERESTINAVOIDINGOVERSUPPLYOFTHE%5GASMARKETANDMAIN
TAININGAREASONABLEPRICEARENOWSHAREDBY.ORWAYAND2USSIA�$UETO
%5INTERESTSINENSURINGTHATTHE%UROPEANGASMARKETISSUSTAINABLEOVER
TIME� AND THE RENEWED FOCUS ON SECURITYOFSUPPLY ISSUES� THERE COULD
NOWBEROOMFORNEGOTIATIONSBETWEENSUPPLIERSANDTHE%5ONHOWTHE
MARKETSHOULDBEORGANIZED�%5REQUIREMENTSTOINCREASECOMPETITIONON
THESUPPLYSIDEHAVEALREADYAFFECTEDTHESTRUCTUREOF.ORWEGIANGASIN
DUSTRY AND CHANGED GOVERNMENT CONTROL� 7ITH ONLY ONE 2USSIAN SELLER�
2USSIAMAINTAINSA STRONGERBARGAININGPOWER TOWARDS THEMARKETAND
THE%5THAN.ORWAY�LEAVING'AZPROMASTHESINGLEMOSTIMPORTANTPLAYER
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ONTHESUPPLYSIDEOFTHE%UROPEANGASMARKET�WITH.ORWEGIANGASASA
COMPETITIVEFRINGEPLAYER�
 3ECURITYOF3UPPLY IS IN ECONOMIC TERMSOFTEN AQUESTIONOFUNDER
STANDINGTHEDYNAMICSOFTHEPOLITICALECONOMYOFOILANDGAS�.ORWEGIAN
POLICIES ARE CHALLENGEDDOMESTICALLY IN ESTABLISHING THIS UNDERSTANDING�
AND TOGETHER WITH THE 2USSIANS� THE %5 AND %5 COUNTRIES AND THE 53�
TODEVELOPTHISUNDERSTANDINGINAWAYTHATISBENElCIALTOSECURITYOF
SUPPLYFORCONSUMINGNATIONS�ANDATTHESAMETIMEALSOTO.ORWEGIAN
INTERESTS�

*URISDICTIONALISSUES
4HEDISAGREEMENTOVERTHEMARINEDELIMITATIONOFTHEECONOMICZONEAND
THECONTINENTALSHELFBETWEEN.ORWAYAND2USSIAHASNOTBEENSETTLED�
.ORWAYMAINTAINSTHATITSHOULDFOLLOWTHEMEDIANLINEPRINCIPLE�WHILE
2USSIAARGUESTHATITSHOULDFOLLOWTHESECTORLINEPRINCIPLE�4HEDIFFERENCE
REPRESENTSSOME�������SQUAREKILOMETRES�ANAREALARGERTHANTHE.OR
WEGIAN.ORTH3EASOUTHOFTHE��NDPARALLEL�&IGURE���	�.EGOTIATIONS
HAVEBEENGOINGONFOR��YEARS�
 2USSIAHASARGUEDTHATSOMESORTOFCONDOMINIUMCOULDBEESTABLISHED
INTHEAREAWITHOUTSETTLEDBORDERS�.ORWAYHAVEMAINTAINEDTHATCOOP
ERATION IN THE AREA CANONLY BE ESTABLISHEDWHENADELIMITATION LINE IS
DRAWN�&ORlSHERIESHOWEVER�ANINTERIMARRANGEMENTWASMADEIN����
INTHESOCALLEDh'REY:ONEv�REGULATINGTHEPARTIES�RIGHTTOINSPECTVES
SELSINTHEAREA�!SSHOWNIN&IGURE��THISZONECOVERSSOME�BUTNOTALL�OF
THEDISPUTEDAREAWITHIN���MILES�BUTALSOSOMEUNDISPUTED.ORWEGIAN
AND2USSIANWATERS
 4HERE ISNO INTERNATIONALDISAGREEMENTABOUT.ORWEGIANSOVEREIGNTY
OVER THE 3PITSBERGEN !RCHIPELAGO �3VALBARD	� 4HROUGH THE 3PITSBERGEN
4REATYOF�����.ORWAYWASGRANTEDhFULLANDABSOLUTESOVEREIGNTYvOVER
THEISLANDS�DElNEDBYCOORDINATESANDSHOWNIN&IGURE�ASTHE3VALBARD
ZONE�OFTENCALLEDTHEh3VALBARDBOXv	�(OWEVER�ACCORDINGTOTHE4REATY�
.ORWAYCANNOTDISCRIMINATESUBJECTSOFOTHERSIGNATORIESANDCANNOTIM
POSEHIGHERTAXESTHANNEEDEDFORTHEADMINISTRATIONOFTHEISLANDS�
4HEREISSOMECONTROVERSYPERTAININGTOTHEPROVISIONSOFTHE3PITSBERGEN
4REATY�ESPECIALLYWHENITCOMESTOTHESEAAREASBEYONDTERRITORIALWATERS
ANDTHEOCEANmOOR�)TISNOTKNOWNWHETHERORNOTTHEREAREPROMISING
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AREASFORPETROLEUMACTIVITIESHERE�.ORWAYMAINTAINSHOWEVERTHATTHE
PROVISIONSOFTHE4REATYDONOTAPPLYTOTHEECONOMICZONEAROUNDTHE
ISLANDS�ANDINSTEADPROVIDEUNRESTRICTED.ORWEGIANJURISDICTION�4HECON
TINENTALSHELFAROUND3VALBARDISACONTINUATIONOFTHECONTINENTALSHELF
OFMAINLAND.ORWAY�EXCEPTFORTHE��MILETERRITORIALWATERSAROUNDTHE
COASTLINE OF 3VALBARD	� 3OME SIGNATORIES HAVE� CONTRARY TO THIS� ARGUED
THAT3VALBARDISENTITLEDTOITSOWNECONOMICZONE�GOVERNEDINTHESAME
WAYASTHEISLANDS�
 .ORWAYESTABLISHEDA @&ISHERIESPROTECTIONZONE�OF���MILESAROUND
3VALBARDWITHNONDISCRIMINATORYREGULATIONSIN�����SAMEPRINCIPLEAS
THEECONOMICZONEBUTSOFARONLYVALIDFORlSHERY	��4HOSEWITHA"ARENTS
3EAQUOTA SHOULDACCEPT.ORWEGIAN INSPECTIONS �CATCH� SIZEETC	 IN THE
0ROTECTIONZONE�3EVERALCOUNTRIESDENYTHE.ORWEGIANINTERPRETATIONOF
HERRIGHTSINTHEAREA�
 4HE h,OOPHOLEv IS AN AREA BETWEEN .ORWEGIAN AND 2USSIAN %%:S
AND THE lSHERY PROTECTION ZONE AROUND 3VALBARD� AND IS JUDICIALLY IN
TERNATIONAL WATER� 4HE .ORWEGIAN2USSIAN MANAGEMENT SYSTEM FOR
lSHERIES HAS SOUGHT TO INCLUDE CONTROL OF VESSELS ALSO IN THIS AREA�
)T A HOWEVER A LACK OF CLARITY AS TO THE AUTHORITY TO PERFORM INSPEC
TIONS IN THE AREA� AND REGULATIONS MUST THEREFORE BE DONE THROUGH
DIPLOMATIC CHANNELS TO THE COUNTRIES WERE THE VESSELS ARE REGISTERED�
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&OREIGNANDSECURITYPOLICY
4HEOILCRISESAROUNDTHE0ERSIAN'ULFANDTHECONmICTCONNECTEDWITHTHE
CONSTRUCTIONOF THE3OVIETGASPIPELINE IN THE����SAREEXAMPLES THAT
ENERGY WAS ONE OF THE MOST CENTRAL OBJECTIVES FOR GREAT POWER RIVALRY
DURINGTHECOLDWAR�!CCESSTOPETROLEUMRESOURCES�TRADEANDPRICESHAD
GREATSIGNIlCANCEBOTHFORTHEMILITARYSYSTEMSANDFORTHEDEVELOPMENT
OF7ESTERNSOCIETIES�!FTERTHEFALLOFTHE"ERLIN7ALLANDTHE3OVIET5NION�
INTERNATIONALPOLITICSHAVECHANGEDCHARACTERWITH THE5�3� AS THEONLY
GLOBALSUPERPOWER�BUTWITHMANYREGIONALLYSTRONGSTATES�4HEPETROLEUM
RESOURCESOFTHEWORLDAREHOWEVERSTILLFOUNDINCOUNTRIESWITHCONSIDER
ABLEPOLITICALINSTABILITY�WITHROOMFORMAJORMARKETDISTURBANCES�
 &OR.ORWAY�SECURITYPOLITICALDIMENSIONSTOTHEOILANDGASACTIVITIES
HAVE BEEN PARTICULARLY IN FOCUS IN CONNECTION WITH THE POSSIBILITIES OF
PRODUCTION IN THEPOLAR AREAS� "ECAUSEOF THE VULNERABLENATURE IN THE
AREA�ENVIRONMENTALCONCERNSWILLBEALIMITINGFACTORFORPRODUCTIONAND
TRANSPORTATIONOFPETROLEUM�4HECONTINUEDGREATSTRATEGICSIGNIlCANCEOF
THE+OLABASESIMPLIESTHATPETROLEUMACTIVITYMAYSEEMNEGATIVEFORTHE
OPERATIONALCONDITIONSOFTHE2USSIAN.ORTHERNmEET�ANDPARTICULARLYFOR
ITSSTRATEGICSUBMARINES�
 .ORWAY�SINVOLVEMENTOF7ESTERNALLIESINNEGOTIATIONSABOUTTHEUN
SETTLEDISSUESINTHE"ARENTS3EAISOFESPECIALINTEREST�)FALLIESARECON
CERNEDlRSTOFALLWITHSETTLINGANAGREEMENTABOUTTHEENCOURAGEMENT
OFGREATEROILANDGASACTIVITIES�BUTAREMORENEUTRALASTOWHOGETSTHE
BENElT�THEYCOULDALSOPRESSURE.ORWAYTOGETASETTLEMENTNOTNECES
SARILYOPTIMALFORHER�
 0ETROLEUMACTIVITIESCANINmUENCEMILITARYAIRANDSEAOPERATIONSINTHE
"ARENTS AREA� 3UBMARINES WILL MORE EASILY REMAIN UNDETECTED� AS NOISE
FROMPETROLEUMACTIVITIESMAYBESTRONGER�4HE LARGERSUBMARINESMUST
PASS BETWEEN "EAR )SLAND AND .ORWAY BECAUSE OF SEA DEPTH� !CTIVITIES
INTHISAREAMAKE ITEASIER FORSUBMARINESTOPASSTOANDFROM2USSIAN
"ARENTS3EA�4HISCAN�OFCOURSE�BEADISADVANTAGEANDADVANTAGETOBOTH
SIDES�&URTHERMORE�PLATFORMSCANBEUSEDFORRADAREQUIPMENT�ELECTRONIC
WARFARE� AND HELICOPTER BASES� METEOROLOGICAL AND OCEANOGRAPHIC DATA
COLLECTION�0ROBABLY�THESEELEMENTS�TOGETHERWITHCONSEQUENCESALSOFOR
SURFACEVESSELSANDAIRCRAFTS�WILLLEADTHE2USSIANSTOADJUSTTHEIRSTRATEGY
FORTHEIR.ORTHERNmEET�4HEYWILLMOSTLIKELYBENEGATIVETOWARDSANYAT
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TEMPTATLIMITINGTHEIRACCESSTOTHE!TLANTIC/CEAN�
 !S.ORWAYISSOSMALLAND2USSIAISSOBIG�ITISNECESSARYFOR.ORWAY
TOCOOPERATEWITHOTHERCOUNTRIESINSECURINGHERINTERESTS�4HEQUESTION
OF.ORWEGIANCONTROL BECOMESA CENTRALONE�/BVIOUSLY�.ORWAYNEEDS
RELEVANTMILITARYCAPABILITYINTHISAREA�ASAMINIMUMFORDOINGSUFlCIENT
hPOLICE WORKv AT SEA AND TO REMAIN CREDIBLE TO THE 2USSIANS AND OTHER
COUNTRIES�
 .ORWEGIAN EXPORTS OF ENERGY HAVE CREATED NEW TYPES OF DEPENDEN
CYONOTHER COUNTRIES� 3TATES THATARE STRATEGICALLY VULNERABLE TOA LOSS
OF .ORWEGIAN ENERGY PRODUCTION� SUCH AS 'ERMANY AND THE 5+� FORM
A NEW RESOURCE FOR MILITARY ASSISTANCE THAT MIGHTBE EXPLOITED� 4HOSE
COUNTRIES THAT RECEIVE.ORWEGIANGAS�PLUS THE53CONCERNEDOVERGLO
BALENERGYBALANCES�HAVEACLEAR INTEREST IN THESHAPINGOF.ORWEGIAN
FOREIGNANDPETROLEUMPOLICY�ANDHELPINGTOSECURETHEAREA�*OINTMILI
TARY INTERESTSCANALSOBEDEVELOPEDWITH THE2USSIANS�EXCEPT IN THOSE
AREAS THAT ARE RELATED DIRECTLY TO .ORWEGIAN2USSIAN CONTROVERSIES�

#LOSINGCOMMENTS
4HELARGEEXPORTOFPETROLEUMHASINCREASED.ORWAY�SINTERNATIONALECO
NOMICANDSTRATEGICSIGNIlCANCEANDMOVEDTHECOUNTRYINTOANEXCEP
TIONALPOSITIONWITHINTHE/%#$AREA�!NINTERNATIONALIMAGEOF.ORWAYIS
NOWTHATOFAPETROECONOMY�)NADDITIONTO.ORWAY�STRADITIONALINTERESTS
SHAREDWITHTHEINDUSTRIALIZEDWORLD�SHENOWALSOSHARESINTERESTSWITH
OTHERPETROLEUMEXPORTINGCOUNTRIES�4HESECOUNTRIESARE INMOSTCASES
QUITEDIFFERENTFROM.ORWAYINGENERALECONOMICANDPOLITICALAFFAIRS�IN
CLUDING2USSIA�
 .ORWAY�SROLEASAMAJORPETROLEUMEXPORTER IS�ACCORDINGLY� RELEVANT
NOTONLYFORHERINDUSTRYANDECONOMY�BUTALSOFORHERDIPLOMACY�INCLUD
INGSECURITYANDDEFENCEPOLICIES�4HISCHALLENGEISPARTICULARLYAPPARENT
FOR THEGAS SECTOR� AS EXPENSIVEPIPELINES LINKBUYING� TRANSMITTINGAND
SELLINGCOUNTRIESCLOSELYTOGETHER�
 $URING THE #OLD 7AR SECURITY ISSUES DOMINATED .ORWAY�S POLICIES IN
THE.ORTH�UNDERTHE53AND.!4/UMBRELLA�!FTER THEBREAKUPOFTHE
3OVIET5NION�INTERNATIONALECONOMICANDPOLITICALINTEGRATIONPROCESSES
HAVEBECOMEMORECOMPREHENSIVEINDEPTHANDSCOPETHANEVERBEFORE��
4HEROLEOFAMAJORGAS�ANDOIL	EXPORTERISACHALLENGEFORASMALLSTATE�
WHICHOTHERWISECONSIDERSHERSELFTOBEOFLIMITEDECONOMICALANDPOLITI
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CALSIGNIlCANCETOOTHERS�!SABASISFOR.ORWAY�SNATIONALANDINTERNA
TIONALPETROLEUMPOLICY� INGENERAL�ANDFORTHEGASSECTOR� INPARTICULAR�
ITWILLBEIMPORTANTTOHAVEANINDEPENDENTUNDERSTANDINGANDANALYSIS
OFHOWECONOMICMECHANISMSANDPOLITICALACTIONSANDACTORSWORK�)TIS
ALSOIMPORTANTTOUNDERSTANDHOWDOMESTICANDINTERNATIONALCOMMER
CIAL ANDPOLITICAL PLAYERS CAN INmUENCE THE SITUATION�.ORWAY�S POLITICAL
ANDCOMMERCIALPARTNERSHIPSSHOULDBECHOSENINAWAYTHATHERMIXTURES
OFINTERESTSARESUPPORTEDOVERTIME�
 4HE .ORWEGIAN PETROLEUM CLUSTER� INCLUDING (YDRO� 3TATOIL AND !KER
+V�RNER� ISPUSHINGDEVELOPMENTSINTHE(IGH.ORTHAHEADINLINEWITH
SECURITYOFSUPPLYCONSIDERATIONSFROMCONSUMINGCOUNTRIES�4HEINTEREST
INCOOPERATIONFROMFOREXAMPLE'ERMAN�&RENCH�"RITISHAND!MERICAN
COMPANIESISPUSHINGDEVELOPMENTINTHESAMEDIRECTION�/NTHETECHNO
LOGICALLEVEL�THISINCLUDESAREASWHERE.ORWAYISCONSIDEREDTOHAVEAN
ADVANTAGE�SUCHASINHORIZONTALDRILLING�SUBSEATECHNOLOGIESANDPLANTS
FORCONVERSIONTO,.'�
 )N DEVELOPING A STRATEGY TO HANDLE THIS SITUATION .ORWAY MUST AN
TICIPATETHEATTENTIONOFOTHERNATIONS�!SA7ESTERN%UROPEANCOUNTRY�
.ORWAY IS RELATIVELY ISOLATED IN HER INTERESTS AS A NATURAL GAS EXPORTER�
ALTHOUGHSHEMAYlNDPARTNERSINMANYSINGLEAREAS�$EVELOPMENTSIN%5
AND%5COUNTRIESASWELLASIN2USSIAANDOTHERGASEXPORTINGCOUNTRIES
AREIMPORTANT�'AZPROMASASINGLECOMPANYANDMARKETLEADERISOFGREAT
IMPORTANCE� -ARKET DEVELOPMENTS AND ECONOMIC INTERESTS WILL HAVE TO
BECOMEPARTOF.ORWAY�S TRADITIONAL FOREIGNANDSECURITYRELATIONS�4HIS
WILLALSOBEEXPECTEDFROMFOREIGNCOMPANIESANDGOVERNMENTS�
 4ODEFENDTHELARGEECONOMICINTEREST.ORWAYHASINSECURINGTHEVALUE
OFBOTHPRESENTANDFUTUREGASCONTRACTSINAMORELIBERALMARKETENVI
RONMENT�AUTHORITIESANDCOMPANIESSHOULDADJUSTTHEIRWAYOFTHINKING
ANDACTING�0OLICIESINTHE%5AREADJUSTINGTOTHENEWENVIRONMENT�4HE
PRESENTENERGYCRISISHASFORCEDTHE%5TOBECONCERNEDABOUTTHELONG
TERM SUPPLY OF ENERGY� ! RENEWED FOCUS ON LONGTERMCONTRACTS MAY
EMERGEIN LINEWITHTHEDESIRETOSPEEDUPDEVELOPMENTS INTHE.ORTH
ERNAREAS�4HEASSETSOFOILANDGASTHAT.ORWAYPOSSESSES�INASITUATION
WHERETHEREISALACKOFENERGY�GIVEHERTHEPOSSIBILITYTOALARGEREXTENT
TOSETBUSINESSANDPOLITICALTERMSFORTHEIRDEVELOPMENT�
 /NE CHALLENGE FOR.ORWAY IS TOMARKA LINEOFDELIMITATIONWITH THE
2USSIANS�!SETTLINGOFTHELINEWOULDADDSTABILITYTOTHEREGIONANDEASE
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THEDEVELOPMENTOFOILANDGASRESOURCES�7HEN.ORWAYWANTSTOSECURE
ABALANCEWITHTHE%5�VARIOUS%5COUNTRIESANDTHE53WITHRESPECTTO
MAINTAININGSOVEREIGNTYINTHEAREA�SHEMAYALSOFACEAPRESSURETOSETTLE
ANAGREEMENT�)F2USSIANRELATIONSWITHTHE7ESTAREGOOD�THISPRESSURE
MAYWORKAGAINST.ORWAY�2USSIAWILLREMAINTHEBIGGESTANDMOSTIM
PORTANTACTORINSUPPLYINGMOREENERGYTOBOTH%UROPEANDTHEWORLD�AND
BEOFHIGHERIMPORTANCETOTHE7ESTTHAN.ORWAY�.ORWAYSHOULDACCEPT
�ANDPOSSIBLYEXPECT	THEPROCESSESSTILLTOTAKEMUCHTIMETOBElNISHED�
4HE SPEEDING UP OF DEVELOPMENT IN THE .ORTHERN WATERS OBVIOUSLY IN
VOLVES ENVIRONMENTAL RISKS� IF PLANS ARE NOT WELL ENOUGH DEVELOPED� /F
SPECIALINTERESTWILLBETHEISSUEOFTRANSPORTATION�4HEREAREPLANSTOBUILD
A�MBDOILPIPELINETO-URMANSK�4HISWOULDINCREASETHETRAFlCOFOIL
VESSELS ALONG THE.ORWEGIAN COAST SUBSTANTIALLY� ANDDEMONSTRATES THE
NEEDFORPROPER.ORWEGIANREGULATIONS�
 &ORNATURALGAS�A,.'PLANTONTHE+OLA0ENINSULAIS LIKELYTOSUPPLY
THE53MARKET�BESIDES%UROPE�"UTGASMAYALSOBETRANSPORTEDTOWARDS
%UROPEANMARKETSTHROUGHPIPELINES�4WOMAINOPTIONSARETOLINKEITHER
TOTHENEW"ALTIC LINEFROM6YBORGTO'REIFSWALDIN'ERMANY�ORTOTHE
.ORWEGIANSUBSEANETWORK�CF�&IGURE�	�!LTERNATIVETRANSPORTSOLUTIONS
FORNATURALGASFROMTHE"ARENTS3EASHOULDBESTUDIEDMORECLOSELY�AND
ISANEXAMPLEOFAPOSSIBLEJOINT.ORWEGIAN'ERMANPROJECTTOENHANCE
KNOWLEDGEABOUT THEDEVELOPMENTOF PETROLEUM RESOURCES IN THE AREA�
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NATIONAL/RGANIZATION����
2YGGVIK�(�������h.ORSKOLJEPOLITIKKMELLOMDETINTERNASJONALEOGDETNASJONALEvI/LSEN�
/�%��3EJERSTED�&��/LJEVIRKSOMHETENSOMTEKNOLOGIUTVIKLINGSPROSJEKT� !D.OTAM
3TERN�*�������4HE&UTUREOF2USSIAN'ASAND'AZPROM� /XFORD5NIVERSITY0RESS
3TERN�*������4HE2USSIANn5KRAINIANGASCRISISOF*ANUARY�����$RAFTPAPER/XFORD)NSTI
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&OOTNOTES
�4HISPAPERWASPREPAREDFORTHE.ORWEGIANn'ERMAN7ILLY"RANDT&OUNDATIONANDPRE
SENTEDAT'ESPRËCHKREIS�.ÚRDLICHE'EBIETEIN"ERLIN-ARCH�������)TISSLIGHTLYUPDATEDFOR
THEPURPOSEOFTHISPUBLICATION�
� )N THIS FORECAST IT IS ANTICIPATED THAT MUCH OF 2USSIA�S NATURAL GAS PRODUCTION GROWTH
WILLCOMEFROMINDEPENDENTGASCOMPANIESSUCHAS.OVATEK�)TERA�AND.ORTHGAZ�ALTHOUGH
'AZPROMWILLALSOEXPAND�
�3EE3TERN����FORADISCUSSIONOFVARIOUSASPECTSOFTHISCONmICT�
�3EE3TERN����FORACOMPREHENSIVEDISCUSSIONOF'AZPROMPOSITIONSANDDEVELOPMENTS�
�/NTHEOTHERHAND�2USSIANENTRY INTOTHE74/WILL REQUIREAN INCREASE INDOMESTICOIL
ANDGASPRICESINACCORDANCEWITHWORLDENERGYPRICES�!SLONGASTHEREISSUCHHIGHENERGY
INTENSITYINTHE2USSIANECONOMYTHECOMPETITIVENESSOFHERPRODUCTSINBOTHINTERNATIONAL
ANDDOMESTICMARKETSMAYDETERIORATEASA74/MEMBERINTHESHORTANDMEDIUMTERM�
2USSIANGOVERNMENTSHAVEBEENCAUTIOUSWITHRESPECTTOCHANGINGDOMESTICENERGYPOLICIES�
� 4WO 2USSIAN COMPANIES HOLD LICENSES TO DEVELOP 3HTOKMAN �DISCOVERED IN ����	� 3EV
MORNEFTEGAZ�ASUBSIDIARYOF2OSNEFT	AND'AZPROM�)N3EPTEMBER�����'AZPROMSELECTED
lVECOMPANIESONAhSHORTLISTvOFlNALISTSINASEARCHFORPARTNERSTODEVELOPTHElELD�3TATOIL
AND.ORSK(YDROFROM.ORWAY�4OTALFROM&RANCEAND#HEVRON#ORPORATIONAND#ONOCO0HIL
LIPSFROMTHE53�4HElNALCHOICEHASBEENPOSTPONEDSEVERALTIMES�$EVELOPMENTCOSTSARE
ESTIMATEDAT53$��BILLIONTO53$��BILLION�
�7HEN THE.ORWEGIANPETROLEUM INDUSTRYWAS IN ITS INFANT STAGE� THE!MERICANCOMPANY
-OBILWASIN����ASSIGNEDTHEROLEASOPERATOROFTHEHUGE3TATFJORDlELD�ALTHOUGHITOWNED
ONLY���OFIT�3TATOILOWNED���BUTDIDNOT�ATTHETIME�HAVETHECOMPETENCETODOTHE
JOB�(OWEVER�IN�����3TATOILCOMPETENCEHADIMPROVEDTOSUCHANEXTENTTHATTHECOMPANY
�ACCORDINGTOAGREEMENT	TOOKOVERASOPERATOROFTHElELD�4HEARRANGEMENTPROVEDTOBEVERY
IMPORTANTASPARTOFBUILDINGTHE.ORWEGIANPETROLEUMCLUSTER�SEEI�E�2YGGVIK����	�
�4HE3VALBARD4REATYREGULATESlSHERIESINTERRITORIAL���MILES	ANDINNERWATERS�
�"RUNSTADET�AL������	PRESENTTHREERATHERDIFFERENTSCENARIOSFORTHEFUTUREOF"ARENTS
2USSIAASPARTOFTHESEPROCESSES�


