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Described as one of the world’s most promising new energy provinces, the European
Arctic is no longer seen primarily as a military playground. Russia’s approach to the
region is increasingly governed by national economic interests, rather than by
national security interests. The development of offshore oil and gas fields, the
construction of new pipelines and terminals, the increasing traffic of oil tankers to
Western Europe and the United States, and the conversion of naval yards to civilian
production, represent both new challenges and new opportunities for the Russian
Navy. Issues that were previously considered crucial to the country’s national
security have slowly but steadily been *““desecuritized”, and new patterns of civil-
military relations have emerged. This article discusses the relationship between the
Russian petroleum industry and the Northern Fleet, and the interplay between
Russian commercial and military interests in the post-Cold War European Arctic.

Twenty years ago, the European Arctic' was among the most heavily militarized
regions of the world. The fiords on the northern coast of the Kola Peninsula were full
of naval bases, and Soviet nuclear submarines were frequently operating in the frigid
waters of the Barents Sea. The level of tension on NATO’s northern flank was high,
and this was reflected in the position of the Soviet Northern Fleet. Civilian activities
in and by the Barents Sea were severely restricted, and Soviet politics on the Arctic

were largely governed by military-strategic interests and national security concerns.

The end of the Cold War, the disappearance of the bipolar world order, and the
emergence of a more complex global security environment led to a recasting of
security interests on both sides of the fading Iron Curtain. It soon became clear that
the military activity level in Russia’s northwestern corner would decrease, due to
changes in threat perceptions as well as to financial constraints, and that it would be
hard for the Russian Northern Fleet to uphold its privileged position in the region. The
economic independence and political influence that the military had enjoyed in the
past, at the regional as well as at the federal level, began to fade away. The Defense
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Ministry, the Navy, and the Northern Fleet were no longer setting the terms for the

development of the region, at least not to the extent they had done in previous times.

This development coincided in time with the emergence of increasingly powerful
civilian actors, state as well as private, who saw the end of the Cold War as an
opportunity turn the Barents Sea region into something other than a military domain.
The Russian oil and gas industry, which in the case of Gazprom was still closely
associated with the Russian state, was among the most influential of the new lobby
groups. In the early 1990s, it was still unclear how the Russian military would deal
with its new potential “rivals” at the state and regional levels, and whether the Navy

and the petroleum industry saw their respective interests as conflicting or compatible.

The objective of this article is to examine trends, and possible turning points, in the
Russian Navy’s relationship with domestic petroleum companies in the post-Cold
War period. The article takes as its point of departure the working hypothesis that
there has been a change of attitude among the military top brass when it comes to its
willingness to accommodate the interests and needs of the petroleum industry. In the
early 1990s, Russian Navy and Northern Fleet commanders voiced a number of
reservations and concerns regarding petroleum activities in the Euro-Arctic region,
particularly in the vicinity of submarine bases and operation areas, and they were
reluctant to offer active support for the industry. This approach seems to have been

replaced by more flexible and pragmatic attitude in the late 1990s and early 2000s.

If a change of attitude has in fact taken place, or is in the process of taking place, it
would be interesting to find out when, why and how. Was it caused by external factors
(changes in the security and economic environment), internal factors (improved
policy coordination at the state and/or regional level), or a combination of the two?
Attitude changes, policy changes, and changes in the interrelations between Russian
military and civilian actors, such as the Navy and the petroleum industry, are well
worth analyzing. They may, as noted above, be indicative of alterations in the security
and economic environment, at the regional as well as at the global level. Changes in
the nature of civil-military relations at the two levels may also have an impact on the

political climate in the Euro-Arctic region in the years to come, and the prospects for
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Russian-Western cooperation in the development of the region’s oil and gas

resources.

The article is structured as a multi-case study, drawing on theoretical propositions
developed by the so-called Copenhagen school of security studies. The first section
introduces the terms “securitization”, “desecuritization”, and “resecuritization”, which
may help us get a better understanding the processes of security policy decision-
making as well as the dynamics of civil-military relations at the state and regional
levels. This section also elaborates on the methodology and sources used in the study.
Then follow the three cases, which analyze the attitude of the military in the context
of (1) the development of offshore oil and gas fields on the Barents Sea shelf, (2) the
construction of oil and gas terminals on Kola Peninsula, and (3) the conversion of
activities at the Severodvinsk naval yards. The findings from the case analyses are

summarized and systematized in the concluding section.
Theory, Method, and Sources

Within the field of international relations (IR), international security studies (ISS) and
studies of civil-military relations (CMR) are often treated as separate research fields.
It can, however, be argued that the two approaches can, and sometimes should, be
combined. Security policy decisions may influence civil-military relations, just like
civil-military relations may influence security policy decisions.? In the case of Russia,
national economic and military-strategic interests are largely defined at the state level.
Gazprom and the Russian Navy can both be seen as “prolonged arms” of the Russian

state, but this does not necessarily mean that their interests and priorities are the same.

In order get a better understanding of the mechanisms that shape Russia’s security
policy, and the interaction between military and commercial actors at various levels, it
may be useful to draw on the works of the Copenhagen school of security studies.®
The terms “securitization”, “desecuritization”, and “resecuritization” describe the
processes that take place when an issue or development is placed on, removed from,
or reintroduced to a state’s security agenda. In the words of Danish political scientist
Ole Weever, securitization is “the intersubjective establishment of an existential threat

with a saliency sufficient to have political effects”.*
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The essence of securitization theory is that security is a “speech act”, i.e. an utterance
whereby “[...] a state representative moves a particular development into a specific
area, and thereby claims a special right to use whatever means are necessary to block
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it.”° In order for a “securitizing move”® to be successful (i.e. result in de facto

»7

securitization), the “securitizing actor(s)” " need(s) to have a certain authority in

relation to the “audience™®

, and the alleged threat needs to be perceived by the
audience as being of an “existential” nature in order to justify emergency measures.’
The receptiveness of the audience to the securitizing actor’s claim about the existence
of an existential threat is often related to factors such as internal security demand,
position of the securitizing actor, and the historical pretext of the alleged threat —

factors often referred to as “facilitating conditions of the security speech act”.'

Once a specific issue, or cluster of issues, has been securitized, it may take a long
time to “desecuritize” it.'* There may be actors who have a strong interest in
maintaining the status quo, either because their world views are more conservative
than those of the ruling elite, or because they have vested interests that may be
threatened by the consequences of desecuritization (typically, the military
establishment or the military-industrial complex). In the case of Russia it would be
wrong, however, to place the leadership of the Northern Fleet squarely in the status
quo camp. As this study will show, the Fleet has in recent years shown a good deal of
pragmatism in dealing with the new realities in the north, apparently in contrast to the

General Staff in Moscow, which follows the developments from a greater distance.*

The high level of tension in east-west relations in the arctic part of Europe during the
Cold War led to the securitization of a wide array of issues and issue areas at the
regional level. People-to-people contacts and cross-border industrial cooperation at
the level of companies were seen by the Soviet political elite as a potential threat to
national security. Contacts of this kind were discouraged through strict visa practices
and extraordinary security measures such as the establishment of “closed cities” and
“special border zones”. The Northern Fleet and Ministry of Defense were often
successful in their “securitizing moves”, since the “audience” (i.e., the Politburo, the

Communist Party, or the People’s Congress) found the country’s national security to
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be at risk and generally welcomed extraordinary security measures. The Soviet Union

tried to maximize its security through a widening of the security policy sphere.

Eighteen years after the end of the Cold War, the Northern Fleet still utilizes the
Barents Sea as an operation area for missile-carrying submarines, controls the major
port facilities on the Kola Peninsula, and provides work to the military-industrial
complex. In order for the northern “oil and gas bonanza” to materialize, the petroleum
industry needs to find ways to meet the needs of the Northern Fleet. Similarly, the
Fleet is required by the central authorities to support the needs of the industry, for

example by protecting the new energy infrastructure as well as tanker shipping.

To obtain knowledge about the nature of Russian civil-military relations in the post-
Cold War European Arctic, one has to look into situations where Russian civilian and
military interests meet. The task at hand is to find out, based on the sources available,
how such situations have been dealt with by naval commanders in the region as well
as by decision-makers elsewhere in the Russian military and security establishment.
One has to search for patterns in the way the issues have been handled at different

levels, and trace relevant processes over time, in order to identify attitude changes.

The challenge for an outside observer, in addition to the obvious lack of insight into
closed decision-making processes, is that the available data is largely qualitative and
therefore difficult to measure. But by designing a multiple-case study*3, one can zoom
in on a limited number of carefully selected cases, presumed to be illustrative of a
particular phenomenon (here: the interaction between the Navy and the petroleum
industry). Such an approach allows for contextualized analyses, cross-case

comparison, exploration of causal relationships, and subsequent generalizations.™

In case study research, the techniques of pattern-matching™ and process-tracing®® can
be powerful analytical tools. The extent to which evidentiary patterns emerging from
the cases coincide with expected or predicted patterns may be a good indication of a
case study’s internal validity.’ In this study, the expected pattern is one of increasing
convergence of interests between the Russian Navy and the petroleum industry. The

study also aims at tracing the processes of civil-military interaction in each of the
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three cases, from the early 1990s to the present day, as a means to substantiate the

conclusions and identify causal inference beyond co-variation in patterns.

A critical factor in case studies is the unit of analysis.'® The appropriate unit of
analysis in this study, which focuses on Russian security policy decision-making in
the context of civil-military relations in the European Arctic, appears to be decisions
made by the Russian military and security establishment in the 1990s and 2000s
(“why they were taken, how they where implemented, and with what result”).*® Of
particular interest in this regard are decisions related to the issue of whether or not to
allow petroleum-related activities in or around the Barents Sea. Given the strategic
importance of the region in question, it seems fair to assume that such decisions, and
the general attitude of the Navy and the Russian military and security establishment to
petroleum activities in the European Arctic, have been shaped by security concerns.
Thus, the extent to which such activities have been “securitized”, i.e. perceived as

constituting a threat to Russia’s national security, is an interesting variable to explore.

This leads us to the issue of case selection. The three cases of this study are selected
based on their ability to shed light on the nature of the civil-military relations in the
Euro-Arctic region, as well as the mechanisms of “securitization”, “desecuritization”
and “resecuritization”. The Barents Sea shelf, the Kola ports, and the Severodvinsk
yards are all important meeting places for Russian commercial and military interests.
They are arenas where the Russian Navy has been, is, and is likely to be, facing a
growing presence by the petroleum industry, and where the Northern Fleet’s interests
are presumed to be affected in a variety of ways, directly as well as indirectly.

The case analyses are to a large extent based on articles in Russian newspapers and
analytic journals. Many of the articles contain statements made by centrally placed
decision-makers within the Russian security and defense establishment. Of particular
interest are statements made by the leadership of the Northern Fleet at different points
in time, and by prominent representatives of oil and gas companies like Gazprom and
Lukoil. The analysis also draws on observations made by Western journalists and

scholars familiar with the region, as well as conversations with Russian scholars.

Dette er en postprint-versjon/This is a postprint version.
DOl til publisert versjon/DOI to published version: 10.1177/0095327X08316151



Case 1: The Development of Oil and Gas Fields in the Barents Sea

Already in the early 1970s, seismic surveys were done on the Russian Barents Sea
shelf. The mapping of resources was intensified towards the end of the decade, and
exploration drilling started in 1981, in the shallow southeastern part of the Barents
Sea, also known as the Pechora Sea. Exploration drilling continued throughout the
1980s and expanded to also cover other and less accessible parts of the Russian
Western Arctic shelf. In this period, several promising deposits were identified,
including the Prirazlomnoye oil deposit in the Pechora Sea (1989), and the Shtokman
gas condensate deposit in the deeper northeastern part of the Barents Sea (1988). The
license for development and production covering both fields for the period 1997-2018
is held by the Gazprom- and Rosneft-controlled company Sevmorneftegaz.”

The Prirazlomnoye deposit is located at a depth of 19-20 meters, 60 kilometers off
the coast of Nenets Autonomous Region. The field is estimated to yield some 610

million barrels, or 83 million tons, of crude oil.?*

Prirazlomnoye has been referred to
as a potential economic lever for other and more capital-intensive offshore oil and gas
projects in the Russian part of the Barents Sea. The ice conditions in the Pechora Sea
do, however, constitute a serious challenge for the licensee. Significant investments
have already been made in production infrastructure and icebreakers to transport the
oil. An ice-capable production platform is currently being constructed at the naval

yards in Severodvinsk, and the field is expected to enter into production in 2008.

The Shtokman field, which is further from the coast (approximately 550 kilometers)
and in much deeper water (280-380 meters) is considered to be the world’s biggest
offshore gas field. The field’s reserves of gas have been estimated at 3.2 trillion cubic
meters, with another 31 million tons of condensate.?? A number of technical and
financial obstacles need to be resolved before the field can be developed. The timing
of the project was expected to coincide with an increase in demand for liquefied
natural gas (LNG), principally from the US market, and Gazprom’s search for
partners focused on the need for foreign expertise in deep water gas production. In
October 2006, however, Gazprom chief executive Alexei Miller announced that
Gazprom would be the sole owner of the project, and that the gas would be sold to

Europe via the planned “Nord Stream” pipeline through the Baltic Sea.? For this
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purpose, a pipeline from the Shtokman field to the mainland and further via the Kola
Peninsula to Volkov in the Leningrad Oblast will be built. The LNG project is likely
to be delayed, at least until after 2013.

Today, the main attention of the Russian oil and gas industry is directed towards the
onshore fields in Western Siberia, and not towards the Barents Sea. Still, Russian
companies do seem to be positioning themselves for future offshore activities in the
Western Arctic. According to the Ministry of Natural Resources, thirteen licenses
have already been issued in the “Western Arctic Sector” (The Barents, Pechora and
Kara Seas). Of the thirteen licenses, eight are for geological study and oil and gas
prospecting, whereas five are for hydrocarbon exploration and production.?*
According to the Russian Ministry of Natural Resources, twenty additional blocks in
the same sector will be offered in six (presumably closed) offshore tenders in the
period up to 2010.%° Gazprom plans to invest $500 billion in the development of oil

and gas fields on the Russian Arctic shelf in the next 12-15 years.?

How — and to what extent — will the prognosticated increase in offshore petroleum
activities in the European Arctic influence the activities of the Northern Fleet? This
will, of course, depend on factors such as the number of installations and where they
are located. There is reason to believe that the shelf under the shallow waters of the
Pechora Sea will be developed first. This southeastern corner of the Barents Sea does
not have the same strategic importance as the deeper central and western parts of the
Barents Sea. But it may only a question of time before petroleum activities begin also
in the central and deeper parts of the Barents Sea, where the Fleet’s strategic nuclear

submarines have their transit routes and stationing areas.

The main challenge for the Northern Fleet seems to be that platforms, rigs and
pipelines, foreign or domestic, and regardless of their location, are to be regarded as
permanent installations. The installations can not be removed in the event of a crisis
or conflict. In this sense, offshore petroleum infrastructure differs fundamentally from
tankers, cargo ships, fishing vessels, research vessels, etc., which be can be cleared
away by temporary “traffic restrictions” justified by military needs or security
concerns. Noise generated by offshore petroleum installations is likely to complicate

Russian anti-submarine warfare (ASW) operations. On the other hand, offshore
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drilling may also complicate foreign submarines’ “track and trail” operations in the

Barents Sea, if the Russian submarines are able to hide in the background noise.

The ownership of platforms and drilling rigs does not necessarily have to remain in
Russian hands. Internationally, the ownership of offshore installations is often a
complex issue. Qil rigs are bought and sold on a commercial basis, and this may well
happen also in the Barents Sea. Whether or not there is foreign participation on the
ownership side could influence the Russian defense authorities’ views on the given
installations. It should, however, be acknowledged that oil rigs are of little potential
military value. Because of the danger of explosion, they can not be used as missile
launch pads, and because of the noise they generate they can not be used as
underwater “listening posts”. They can, however, be used as carriers of radars, a

function that has already utilized on platforms in the Baltic and Caspian Seas.

When the Russian military view oil and gas installations in the Barents Sea as
potentially problematic, and occasionally try to “securitize” the issue, it has mainly to
do with the fact that the presence of industrial infrastructure may limit the operational
area of the submarine and/or surface fleet and “channel” subsurface vessels into more
easily identifiable transit and operational areas. The “channeling” effect that
petroleum installations might have on the Northern Fleet’s vessels, particularly the
strategic nuclear submarines (SSBNSs), should be viewed in connection with already
existing limitations in terms of ice conditions and underwater topography. The
Barents Sea is relatively shallow. It has an average depth of 230 meters, and only 25
per cent of the sea has a depth of more than 300 meters. The northern and eastern
parts of the Barents Sea is frozen or infested with drift ice up to six months of the

year, which creates considerable limitations on the Fleet’s operation area.”’

Unlike surface vessels, submarines have the obvious advantage of being able to
operate under the ice, provided that they have enough maneuver room between the
lower edge of the ice and the sea bottom. According to Norwegian and Canadian
estimates, the largest of the Russian SSBNs need approximately 200 vertical meters to
operate safely in a stationing area, and a horizontal space of between 17,000 and

34,000 square kilometers.? This implies that as much as 33 per cent of the Barents
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Sea may be naturally unsuited for Russian SSBN deployments, at least on a year-

round basis.?°

For the ocean-going part of the Northern Fleet, the Barents Sea is probably more of a
transit area than a stationing area. The need for maneuver room, i.e. distance between
the sea bottom and the surface, or — if the transit is taking place under the polar ice —
between the sea bottom and the lower edge of the ice, is much more modest when the
submarines are in transit. The military importance of the European Arctic is linked to
the possibility of “internal” transit of strategic submarines into the Barents Sea, and
the possibility of “external” transit from the Barents Sea to potential stationing areas
in the Atlantic or Arctic Oceans.® Transits in shallow waters and operations under the
Acrctic ice canopy are considered both risky and difficult, and require special training

and extraordinary shiphandling skills.*

Russian defense authorities are intent on securing the Northern Fleet optimal
maneuver room, not only in the deep parts of the Barents Sea and the Arctic Basin,
but also in the shallow coastal regions. It is therefore only natural that the Ministry of
Defense is involved in discussions and decisions with regard to future offshore oil and
gas activities in the Barents Sea. So far, we know of only one occasion where the
military have “vetoed” exploration drilling off the Kola Peninsula. That was on a
location close to the mouth of the Kola fiord.3* Generally, it would hardly benefit
Fleet to hinder or delay the development of oil and gas fields in the Barents Sea.
Provided that the needs of the Russian Navy are taken into consideration, particularly
the need for reasonably unrestrained transit into and trough the Barents Sea, the Navy
is unlikely to “securitize” the issue on principal grounds. An interesting signal in this
regard is the principal decision in April 2006 to provide the oil industry with

previously classified topographic and geological maps of the northern waters.*

An important point to make in this context is that the development of oil and gas
fields on the Russian arctic shelf will impose new peacetime responsibilities on both
the Russian Navy and the Russian Border/Cost Guard. The Northern Fleet is likely to
be tasked with the anti-terrorism protection of the new installations, and if additional
resources are not made available for this purpose it may lead to a reduction in the

Fleet’s more traditional activities. On the other hand, the new “brown water” task will
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give the Fleet a new (regional) function, in addition to the (global) nuclear deterrence
function, and this is increasingly seen as a valid argument for improving the Fleet’s
dire funding situation. Russian parliamentarians often mention the regional and global
tasks of the Northern Fleet in the same sentence. However, experts agree that missile-
carrying submarines are unsuited for the “brown water” task, which requires smaller

surface vessels. In reality, the two tasks have little or nothing to do with each other.*

In addition, technological improvements in the field of arctic petroleum operations
have probably made the development scenario more acceptable to the Northern Fleet.
Instead of traditional oil and gas platforms visible on the surface, the Fleet may be
sharing the Barents Sea with remote-controlled sub-sea systems placed on the sea
bottom. This is a technology that has already been developed for the Snghvit gas field
in the Norwegian part of the Barents Sea, and the technology is likely to be utilized
also at the Shtokman field. Seabed petroleum installations apparently represent less of
a challenge to the Northern Fleet than traditional platforms would have done, since
they can easily be sailed over by both surface and subsurface vessels.

It should also be noted that the number of strategic submarines on patrol is much
lower today than it was in the days of the Cold War. According to open Russian
sources, the Northern Fleet today has forty two operational submarines, of which
eleven ballistic missile submarines (SSBNSs), four cruise missile submarines (SSGNSs),
and some twenty multi-purpose attack submarines (SSNs).*® The maximum number
of strategic submarines that can be out on patrol at any given time is probably not
more than five.* The number of submarines and cruises may, of course, increase in
the coming decades, but not to the Cold War level. Interestingly, some of Russia’s
nuclear-powered submarines are currently participating in a Navy Staff project to
survey and map the country’s continental shelf under the arctic ice, where experts
estimate that about 100 billion tons of oil-equivalent hydrocarbons are concentrated.*’

Seen from the perspective of the Russian petroleum industry, the Northern Fleet does
no longer appear to be a rival or an opponent. Continued presence of Russian naval
vessels in the Barents Sea is seen to be in the interest of the industry too. In November
2002, the president of Russia’s largest private oil company Lukoil, Vagit Alekperov,

spoke at the Academy of the Russian General Staff in Moscow. In his speech,
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Alekperov stated that the industry and the armed forces were in essence pursuing one
and the same goal — “Russia’s revival”. He added that “we Russian businessmen feel
strongly the need for effective armed forces, the kind that can defend Russia’s
commercial interests where and when it is needed”.®® Whether statements like these
signal the beginning of a genuine partnership between the industry and the armed
forces, or if they are just expressions of a desire on the part of Russian business

interests to score some “goodwill points” with the military, remains to be seen.

Case 2: The construction of oil and gas terminals on the Kola Peninsula

When Gazprom, Rosneft, Lukoil and other Russian companies are looking for places
to construct oil, gas and LNG export terminals on the Kola Peninsula, they base their
assessment of prospective locations on factors such as water depth, ice conditions,
existing infrastructure (railways, roads, storage facilities, etc.), and proximity to the
Western market. Interestingly, these are largely the same factors that were considered
important in the Cold War period, when the Soviet Union built its naval bases on the
Kola Peninsula. The Northern Fleet needed ice-free ports, located as close as possible
to Western Europe and the USA. That would give the Fleet optimal access to the
North Atlantic and/or the Arctic Ocean through the Barents Sea, and the continental
USA would be within striking distance of the country’s sea-based ballistic missiles,

even if the SSBNs were located close to their well defended home bases.*°

Many of the best port facilities on the Kola Peninsula are still controlled by the
military. The Russian petroleum industry’s increasing need for new export terminals
in the region, and the simultaneous reduction of the Northern Fleet’s inventory in the
post-Cold War period, have led to a situation where the present and future use of
strategic port facilities on the Kola Peninsula has become a hot issue. It is worth
noting that the attitude of the military towards the petroleum industry seems to have
undergone significant changes in recent years, from non-cooperation and inflexibility
in the 1990s to increasing cooperation and flexibility in the 2000s. This development
indicates that the issue of commercial use of former naval ports and bases on the Kola
Peninsula is currently in the process of becoming “desecuritized”.

12

Dette er en postprint-versjon/This is a postprint version.
DOl til publisert versjon/DOI to published version: 10.1177/0095327X08316151



The idea of developing the Murmansk region as a hub for petroleum shipments from
Western Siberia is not new. Already in the late 1980s, the leadership of the Soviet Qil
and Gas Ministry suggested opening Murmansk for oil transit westwards. However,
the plans did not materialize at the time, presumably because the defense authorities
found the plans incompatible with the extraordinary secrecy regime that surrounded
the naval ports and military installations in the region.*° The explanation for why the
issue reappeared on the agenda in the 1990s is to be found in the post-Cold War
political climate, Russia’s new geopolitical situation, and the rising oil prices.

First, the defense-related counter arguments against oil, gas and LNG export terminals
on the Kola Peninsula seem to have lost much of their relevance now that the
superpower rivalry has been replaced by en emerging Russian-American energy
partnership. Second, after the dissolution of the Soviet Union, Russia is left with less
than half of its commercial ports.** With a few exceptions, the Baltic and Black Sea
ports are now controlled by other countries than Russia. Many of Russia’s remaining
ports have limited capacity, under-developed infrastructure, or are located in shallow
waters. Third, the rise in oil prices at the world market, particularly after September

11, 2001, has made oil extraction and exportation an increasingly lucrative business.

As a potential link between the oil fields in Western Siberia and North America, the
Murmansk region has a special position. Unlike the ports further east, the Kola fiord
is ice-free year round and deep enough to receive super tankers with a dead weight of
up to 300,000 tons. The distance from Murmansk to the U.S. East Coast is only 9,300
kilometers, less than half the distance from the Persian Gulf to the East Coast
(approximately 20,500 kilometers).** The transportation costs for one ton of oil from
Western Siberia to the U.S. were in 2003 estimated by Lukoil’s economists at
between $23 and $25, or $3.2-3.4 per barrel.”® Provided that a better functioning
transportation system is established between Siberia and Murmansk**, and the oil
price remain at its current level or higher, the Siberian oil could become a highly

competitive alternative to the oil that the U.S. today imports from the Persian Gulf.

Shortly after the U.S.-Russian “energy summit” in Houston in October 2002, four of
Russia’s largest (semi)private oil companies — Lukoil, Yukos, TNK* and Sibneft*® —

signed a Memorandum of Understanding on a project for the construction of a

13

Dette er en postprint-versjon/This is a postprint version.
DOl til publisert versjon/DOI to published version: 10.1177/0095327X08316151



pipeline system to ship crude oil through a sea terminal near Murmansk.*’ The
terminal was estimated to cost roughly $300 million, whereas the price estimates for
the pipeline varied between $3.4 and $4.5 billion, depending on the decision whether
to lay it around or under the White Sea. The dismantling of Yukos after the arrest of
Mikhail Khodorkovsky in November 2003, the increasingly dominant position of
state-controlled companies Gazprom and Rosneft, and the preference of the state
pipeline monopolist Transneft to export the oil from the Pechora Sea port of Indiga
instead of Murmansk, have temporarily put the project on hold. *®

In the 1990s, several alternatives were suggested with regard to the location of the
terminal. Lukoil had a preference for Mokhnatkina Pakhta, just north of Murmansk,
where the Northern Fleet has a strategic fuel storage facility. Lukoil Arctic Tankers, a
subsidiary of Lukoil, has since 1994 been allowed to use this facility for petroleum
loading operations. In December 1999, Lukoil CEO Vagit Alekperov and Murmansk
Governor Yuri Yevdokimov signed an agreement on the building of an oil refinery at
this location. Construction was to have begun in May 2000, but the plans were
stopped by the Defense Ministry and the Northern Fleet brass. Admiral Popov, who
was commander of the Northern Fleet at the time, was highly skeptical of Lukoil’s
plans. “As long as | hold my current position, no private companies will be allowed
next to Northern Fleet”, he said in a newspaper interview in the fall of 2000.*°

The tendency in parts of the Russian military establishment to “securitize” the
terminal/refinery issue in the early stages of the development process can be
explained in a number ways. Throughout the 1990s, the Northern Fleet and other
military units on the Kola Peninsula found themselves in a situation where their needs
and interests were increasingly overlooked and/or disregarded by the political elite.
The military were driven back from their former “footholds” by commercial actors,
and often relegated to playing a subordinate role. The Mokhnatkina Pakhta issue may
not necessarily have been seen as an existential security problem for the Fleet, but it

could have been seen as an important symbolic issue.

Another possible reason could be that the construction of an international oil export
terminal in the Murmansk region, particularly if linked to the West Siberian oilfields

by a direct pipeline, would have led to a radical increase in the traffic of super tankers
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in and out of the region. This could indeed have been perceived as a potential
hindrance to naval operations. Increased tanker traffic would lay restrictions on other
ship traffic in the region, including that of naval surface and subsurface vessels, and
heighten the risk of collisions.>® A third possible explanation for the skepticism could
be security risks associated with the presence of Russian civilian personnel, perhaps

also foreign citizens, at — or in the immediate vicinity of — Russian naval ports.

The Northern Fleet’s initial reluctance to accept petroleum activities in its backyard
has, however, been toned down significantly in recent years. After the Kursk accident
in August 2000, both the Commander of the Northern Fleet, Admiral Vyacheslav
Popov, its Chief of Staff, Vice Admiral Mikhail Motsak, and the Chief of the Fleet’s
Submarine Flotilla, Vice Admiral Burtsev, were replaced. Shortly after his
appointment, the new Commander of the Northern Fleet, Admiral Gennadiy Suchkov,
signaled a far more pragmatic approach to the issue than his predecessor had

displayed:

We [The Northern Fleet] are first and foremost interested in revitalizing the petroleum base at
Mokhnatkina Pakhta. Experience from cooperation with private companies already exists in

the other [Russian] fleets, so why shouldn’t also we try to benefit from this experience?*

This statement can be interpreted as a clear indication that the new leadership of the
Northern Fleet was ready to “desecuritize” the terminal issue and try to accommodate
the needs of the petroleum industry. The pragmatic approach of Admiral Suchkov,
occasionally referred to as Russia’s “oil shelf commander”®?, has largely been
pursued also by his successors Mikhail Abramov and Vladimir Viysotskiy.> The
decision in August 2007 to build a LNG processing plant for the Shtokman gas field
in the village of Teriberka, located within the closed administrative-territorial unit
(ZATO) of Severomorsk, is another example.>* The further development of this
project will be an interesting test case for the limits of civil-military interaction on the

Kola Peninsula.

In the LNG terminal case, the leadership of the Northern Fleet was not reluctantly
accepting, but actively lobbying for the Vidyayevo alternative, despite reluctance on
the part of the General Staff and the Ministry of Defense in Moscow.> In both the
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Mokhnatkina Pakhta/oil terminal case and the Vidyayevo/LNG terminal case, the
Northern Fleet commanders were apparently in close contact with the petroleum
industry throughout the decision-making process. Former Fleet Commander Suchkov
was careful not to place himself in a position where he could be accused of having
“sold out” the Fleet’s strategic port facilities. For this reason, he decided to send the

oil terminal case to the Navy staff and the Defense Ministry for further processing.

Obviously, the Northern Fleet does not have the spatial needs today that it had in the
mid 1980s, when the military activity level in the European Arctic was much higher.
In 1986, the Northern Fleet comprised some 180 nuclear-powered submarines of
different classes. In 2006, it had 42 — less than one forth of its Cold War inventory. In
the same period the number of heavy surface vessels (aircraft carriers, cruisers and
destroyers) fell from 79 to 18.°® The slimming down of the Fleet is also reflected in
the number of cruises. In the period 1965-1993, the Soviet/Russian submarine fleet
conducted 4600 cruises®’, of which a significant part started and ended at the
Northern Fleet’s bases on the Kola Peninsula.® In the year 1985 alone, the nuclear
submarines of the Northern Fleet conducted 80 cruises. Ten years later, the number of
cruises had fallen to 18. The number is even lower today, but it seems to be slowly

increasing.”

The challenges that the Northern Fleet are facing today are of a financial, rather than a
strategic nature. An increased industrial presence on the northern coast of the Kola
Peninsula and the building of new oil, gas and LNG terminals will not necessarily
jeopardize the safety and security of the remaining military infrastructure, including
the naval ports and storage facilities. It might even be beneficial for the military to
cooperate with the petroleum industry, instead of continuing the Cold War tendency
to “securitize” each and every aspect of civil-military interaction in the region. In
return for its efforts to meet the needs of the petroleum industry, the Northern Fleet is
likely to get generously paid by the industry — in the form of fuel. “The main thing for
me”, said Northern Fleet Commander Suchkov in 2002, “is for the Fleet to have fuel.

This we can get if we lease the [Mokhnatkina Pakhta] base to the oil industry”.®

Similarly, it appears to be in the interest of the petroleum industry to be on a good

footing with the Northern Fleet admirals, since the industry will have to rely on the
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military for anti-terrorist protection of the facilities as well as a number of other
functions associated with the activity. Issues related to LNG production and
transportation have in recent years been a hot topic at the meetings of the Joint
Working Group of Gazprom and the Russian Navy, established in 2002 and led by
Gazprom’s Chairman and the Navy’s Commander-in-Chief.®* In 2005, the two (A.

Miller and V. Masorin) signed a cooperation agreement which focuses on seven tasks:

1. How the Navy's vessels, port facilities, and shipyards can be used to support Gazprom’s
activities;

2. how the Navy's research institutions and hydrographic vessels can assist in the performance of
navigational, hydrographic, and hydrometeorological surveying;

3. how the Navy can contribute to the creation of a comprehensive safety & security system for
hydrocarbon extraction and marine transportation, including a search and rescue system;

4. how the Navy can contribute in the development of schemes for joint transportation support
(including marine, aerial, and other forms of transportation);

5. how the Navy can assist Gazprom in the construction of gas processing plants and supporting
transmission infrastructure;

6. how the Navy can assist Gazprom in the development of the Shtokman gas field and its
onshore processing infrastructure; and

7. how the Navy can assist Gazprom in the implementation of the Nord Stream gas pipeline

project in the Baltic Sea.®

The 2005 agreement between Gazprom and the Russian Navy is a good indication of
the increasingly pragmatic nature of civil-military relations in Russia. It also testifies
to the “desecuritization” that has taken place in the European Arctic after the Cold
War. Whereas the building of international oil and gas terminals in the vicinity of the
naval bases on the Kola Peninsula appeared impossible in the mid and late 1980s,

mainly due to military concerns, it now appears both possible and uncontroversial.

Case 3: The naval yards in Severodvinsk

When the Soviet government in the 1930s decided to build a substantial naval force
on the Kola Peninsula, it was simultaneously decided to build a naval yard complex
by the outlet of the river Northern Dvina, 30 kilometers from Arkhangelsk. The
Sevmash yard in Severodvinsk has later been referred to as the crown jewel of

Russia’s shipyards. All of the Northern Fleet’s nuclear submarines are built here, and
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most of the submarine repair and maintenance work has been undertaken at the
somewhat smaller Zvyozdochka yard, also located in Severodvinsk. The Cold War
arms race contributed to giving the two enterprises a special position within the
Russian military-industrial complex. In the 1980s, when the activity level was at its

highest, Sevmash and Zvyozdochka employed a total work force of 48,000 people.®

Today, the Severodvinsk yards are facing some serious challenges. Already in 1990,
the value of the defense orders of the Soviet Navy had fallen by 95 per cent. The
Navy’s share of the defense budget had in the same period been reduced from 23 to 9
per cent, and in reality almost half of the appropriated allocations were never paid
out.®® Planned and already on-going construction projects were postponed, some
indefinitely. Being unable to fill their order books with construction and maintenance
tasks for the Northern Fleet, the naval yards in Severodvinsk began to orient

themselves towards civilian customers, most notably the Russian petroleum industry.

The commercialization of construction and maintenance activities at Sevmash and
Zvyozdochka in the 1990s was primarily motivated by economic necessity. At the
same time there was significant concern, particularly within the Russian military
establishment, that the petroleum-oriented conversion should lead to a weakening (or
loss) of the yard’s military expertise and production capacity. On the one hand, the
Russian government wanted to adjust the Severodvinsk yards to the new economic
realities, while on the other hand maintaining their military production capability. The
issue was in other words successfully “securitized”, in the sense that the Russian
government accepted the military’s claim that the defense production — in spite of the
lack funding — should remain the core activity of the yards. The change in orientation

could at most be described as a diversification, rather than a full-scale conversion.®

In the late 1990s and early 2000s, there were many signals that civilian enterprises
wanted to speed up the “demilitarization” of the Severodvinsk yards. The Russian
economist Sergei Kolchin wrote in an article in the spring of 2001 that the Russian
petroleum industry and the military-industrial complex had a common interest in
deepening the interrelations. In his opinion, the defense enterprises should devote a
far greater part of their production capacity to petroleum-related projects, whereas the

oil and gas industry should shift a larger share of their investments to “local
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production facilities”.®® This view was largely in line with the position of the Industry
Ministry at the time. Deputy Minister of Energy Sergei Mitin announced in 2001 that
the military-industrial complex would be injected more than $20 million in the period
from 2002 to 2005, as part of an energy-related conversion program.®’

On orders from the Gazprom-controlled company Rosshelf, Sevmash in 1996 began
the construction of an 85.000-ton ice-capable oil production platform intended for the
Prirazlomnoye field in the Pechora Sea. Originally, the platform was estimated to cost
$800 million, and the estimated construction time was set at three years. However, the
project got significantly delayed, due to poor project management and technical and
financial difficulties. This was also the case with two other drilling rigs and additional
infrastructure projects that were to be undertaken simultaneously with the production
platform project. Ten years after the start of the project, the platforms are still not

ready to be towed out in the Pechora Sea and put into production.®®

Also the private company Lukoil has expressed an interest in closer cooperation with
Sevmash. At a meeting between the two companies’ CEOs in the summer of 2000, an
agreement was signed on the building of part of the company’s new oil tanker fleet.
Three years later the project was still in the planning phase. At the same time
Sevmash got involved in a conflict with a Swedish shipping company concerning a
previously agreed-upon contract on the building of two smaller tankers. Both this and
other contracts have later been annulled — a fact that has made the Russian press
question the enterprise’s ability to handle commercial assignments, especially in a
time when the defense orders again seem to be on the increase.®

The Sevmash management maintains that it is in the company’s interest to continue
the conversion process by taking on more civilian assignments in the years to come.”
The building of trawlers, tug boats and various types of passenger vessels make up an
increasingly important part of the company’s portfolio. This can also be said about the
production of equipment and machinery for the civilian nuclear industry. Production
of consumer goods has also been undertaken. This production has largely been based
on already available (dual-use) technology, and the quality of the civilian consumer

products has not always been at the desired level. As of May 2005, Russian state

19

Dette er en postprint-versjon/This is a postprint version.
DOl til publisert versjon/DOI to published version: 10.1177/0095327X08316151



defense orders counted for 34 per cent of Sevmash’s total orders. Another 30 per cent

came from the petroleum industry, and 25 per cent from foreign companies. ™

Some of the more exotic projects that have been proposed have been related to the
commercial use of nuclear submarines. Together with the world’s largest nickel
producer, Norilsk Nickel, Sevmash has explored the possibility of reconstructing
Typhoon submarines for the purpose of transporting nickel from the remote Siberian
town of Dudinka, located at the lower reaches of the Yenisei River, to Murmansk. "
The possibility of using rebuilt nuclear submarines to transport oil and/or liquefied
natural gas has also been explored.” The plans have appalled both Russian and
international environmentalists and are unlikely to materialize any time soon. The
cooperation between Sevmash and the nickel industry is primarily to be perceived as
an effort to suppress the prices that Murmansk Shipping Company charges for their

ice-breaker-supported shuttle transportation of nickel from Dudinka to Murmansk.

In the case of Zvyozdochka, the post-Cold War reduction in Russian state defense
orders is seen as an opportunity, rather than a threat.” The company has, among other
activities, specialized in producing modern ship propellers for the civilian market.
Generally, the production at Zvyozdochka resembles the one at Sevmash, but the
conversion at the former company seems to have been deeper and more successful
than at the latter. The two companies have in some instances competed for the same
jobs, whether it be the building of freezer trawlers or oil drilling rigs. Zvyozdochka
has also, on a commercial basis, undertaken repair and maintenance work on non-

Russian naval vessels, i.a. for the Indian Navy.”

Still, a real upswing in the civilian production at the Severodvinsk yards is yet to be
seen. One possible explanation for this could be that the conversion at times has been
be resisted by forces within, or associated with, the Russian military establishment.
The military has traditionally been skeptical about defense industry conversion, and
often tried to protect key parts of the military-industrial complex. It is fair to assume
that the naval yards in Severodvinsk fall into this category. Since 1954, Sevmash has
built more than 160 submarines of various classes and it is still Russia’s — and the

world’s — largest submarine yard. "
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Russian Vice Admiral (R) Radiy Zubkov said at a conference in 1996 that the
problems that the military shipbuilders were experiencing in the 1990s were directly
related to “the disruptive and senseless process of conversion”, and that many former
defense enterprises had ceased to function as producers of military hardware.”” A
common problem with the conversion, as seen from a military point of view, was that
key enterprises within the military-industrial complex turned their back on the
Russian defense authorities and oriented themselves towards more solvent customers
within the private sector. As long as they produced military hardware for foreign
customers, this was unproblematic. But when the enterprises turned to civilian

production, their military competence could get lost.”

Today, the naval yards in Severodvinsk are administratively under the Ministry of
Trade and Economic Development. The influence that the Ministry of Defense and
the Northern Fleet currently have on the yards’ orientation and priorities is probably
fairly limited. In the present situation, the yards are largely run by market principles
and not military-strategic considerations. However, it cannot be excluded that a
worsening of the international political climate, possibly combined with continued
economic growth, could lead to a revitalization of the Russian defense orders and a

slowing down of the petroleum-oriented conversion of the Severodvinsk yards.

President Putin and former Defense Minister lvanov have on several occasions
underlined the need for a modernization of the Russian Navy. The building of new
vessels, such as the fourth generation strategic missile submarines (the Borey class),
the maintenance of older submarines, and the dismantling of decommissioned
submarines will probably make up a significant part of the yards’ future portfolio.
Even if the defense-related contracts should continue to increase, there is little to
suggest that the sums will approach Cold War levels within the coming decades. A
moderate increase in the defense orders will therefore hardly come at the expense of
the petroleum-related production, and a gradual increase in the number of commercial
assignments should not jeopardize the military production capacity of the yards.
Inasmuch as both Sevmash and Zvyozdochka still have unused production capacity, it
all boils down to a question of how to combine civilian and military production.
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The Navy and the Ministry of Defense seem to have realized that the Severodvinsk
yards are unable to survive solely on the defense orders. This situation calls for a
strategic partnership between the Fleet and the petroleum industry, rather than rivalry.
All in all, there is little to suggest that we are facing a civil-military conflict of interest
related to the future use of the yards. The only thing that could lead to a
“resecuritization” of the issue would be an initiative by Russian commercial actors to
phase out the military production at the yards, which in today’s context seems highly

unlikely.

Conclusion

The findings from the three cases discussed in this article indicate that Russia’s
approach to the Euro-Arctic region after the Cold War has been marked by two
parallel and mutually enforcing domestic processes; desecuritization and civil-military
rapprochement. Initial rivalry and conflicts of interest between the Navy and the
Russian petroleum industry seem to have been replaced by an increasingly
cooperative and pragmatic relationship. The Russian Government, the Defense
Ministry, and the commanders of the Northern Fleet seem to have come to the
conclusion that oil and gas extraction in, and transportation through, the Barents Sea

region under current conditions will not jeopardize Russia’s military security.

As long as the Northern Fleet’s primary operational needs (such as the need for
unrestricted transit into and through the Barents Sea, and the maintenance of a
military shipbuilding capacity in the region) are met, the Fleet is unlikely to create
difficulties for the industry by playing the security card. The number of vessels and
the activity level at the Russian naval bases on the Kola Peninsula is currently so low
that it appears to be in the Fleet’s interest to share some of their facilities with
Gazprom, Lukoil and other companies. The Arctic is still considered militarily
important to Russia, particularly in terms of nuclear deterrence, but not nearly as
important as it was during Cold War. Issues that were previously discussed in terms
of “national security” have therefore been — or are in the process of being — moved out
of the security sphere. They are, in other words, being desecuritized (see figure 1).

This pattern, which is replicated in all of the three cases, has in turn contributed to the
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emergence of new civil-military relations in the region, and a more favorable climate

for offshore and onshore petroleum activities.

Case

Attitude of the Navy

Cold War Period

(Late) Post-Cold War Period

1. Development of offshore oil
and gas fields in the Barents

Sea

Skeptical attitude (industrial
infrastructure would jeopardize
state security by “channeling”
strategic nuclear submarines to
more easily identifiable transit
and stationing areas)
{
SECURITIZED

Pragmatic attitude (petroleum
activities on the Russian Arctic
shelf seen as compatible with
new and leaner Fleet’s needs
and interests, additional “brown
water* defense tasks welcome)
2
DESECURITIZED

2. Construction of onshore oil
and gas terminals on the Kola

peninsula

Skeptical attitude (incompatible
with the extraordinary secrecy
regime that surrounded Kola
Peninsula naval ports, bases and
fuel storage facilities)
{
SECURITIZED

Pragmatic attitude (leasing or
selling spare port and storage
capacity to the oil industry can
give the Fleet a new source of
income, and fuel to the vessels)
A
DESECURITIZED

3. Petroleum-oriented
diversification of activities at

the Severodvinsk naval yards

Skeptical attitude (would
undermine the yards’ strategic
submarine-building capacity,
and possibly lead to the loss of
sensitive military technologies)
\
SECURITIZED

Pragmatic attitude (yards
cannot survive on state defense
orders alone, and additional
petroleum-related production
will keep them in operation)
\2
DESECURITIZED

Figure 1: Patterns in Navy attitudes to petroleum activities in the European Arctic

With regard to the civil-military rapprochement, it is worth noting that the current

relationship between the Russian Navy and the oil industry is more than just “non-

confrontational”. It is in fact fairly opportunistic, in the sense that each of the two

camps systematically uses its relationship with the other to promote its own interests.

The Northern Fleet needs the oil industry, just like the oil industry needs the Northern

Fleet. The petroleum resources in the Barents Sea are seen as the key to an economic

revival of the Russian Northwest, and they may help the country to regain some of the
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economic, military and political might that the Soviet Union once had. This is
something that also the Russian military expect to benefit from. At the regional level,
the Northern Fleet can improve its fuel supply situation by leasing or selling facilities
to the industry. At the federal level, tax revenues from the petroleum activities can
give the Russian defense budget a welcome boost. Thus, there are many factors that

point towards a strategic partnership between the Navy and the oil industry.

Similarly, the Russian petroleum industry has in recent years shown a significant
degree of flexibility in dealing with the Northern Fleet, i.a. in issues related to Arctic
shelf activities, onshore terminal construction, and the use of local naval yards.

It is probably fair to say that Gazprom has taken over the Northern Fleet’s former role
as the most dominant player in the region. Economic growth is priority number one,
and the state-controlled Russian oil and gas industry has attained considerable leeway
in the energy-rich European Arctic, partly as a result of the de-emphasizing of the
regional security dimension. Also, technological progress and global climate changes
have made arctic oil and gas exploration more feasible than it was in the mid 1980s.

Still, there is little to suggest that the Russian petroleum industry has any intension of
forcing the military out of the northern arena. The scope of the Northern Fleet’s
regional defense tasks is expected to increase in the years to come. The management
of Russian natural resources and economic interests in the Arctic, and the protection
of important and vulnerable energy infrastructure, are likely to become an important
part of the Northern Fleet’s future task portfolio, in addition to the more traditional
task of providing nuclear deterrence from the sea. In the longer run, there is the
potensial danger that the “marriage of convenience” between the Navy and the oil
industry could lead to a “resecuritization” of resource-related issues in the region,

particularly if the Nothern Fleet succeeds in regaining some of its former strength.

The cases studied in this article show that Russia has fundamentally redefined its
strategic interests in the European Arctic after the end of the Cold War. The change in
approach appear to have been brought about by changes in the international political
climate, rising oil and gas prices, but also by domestic changes, for instance in the
interrelations between military and civilian actors at the regional and federal level.

The growing consensus within the Russian political elite on the need to “desecuritize”
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the European Arctic does not necessarily imply that the interests of the Russian
military are being ignored. It might as well be an indication that the Russian military,

and particularly the Northern Fleet, have begun adjusting to the new political realities.
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