
 

The Peace Potential of Hydrocarbon Resources 

A Scoping Study 

Peace Research Institute Oslo (PRIO)  

September 2014 

  

 

 



 

 

Table of Contents 

I. Introduction ........................................................................................................................... 1 

II. Methodology .......................................................................................................................... 3 

III. Applications ........................................................................................................................... 8 

1. Joint Development Zones at Sea: No Peace Panacea, Stein Tønnesson, PRIO ........ 8 

2. “Peace Pipelines” – Concept and Challenges, Elai Rettig, University of Haifa ..... 11 

3. Revenue Sharing, Siri Camilla Aas Rustad, PRIO ................................................... 12 

4. Social Dialogue, Siri Camilla Aas Rustad, PRIO ...................................................... 15 

5. Apportionment of Cross-Border Petroleum Deposits, Lars Even Andersen,  

PRIO.............................................................................................................................. 18 

6. Oil and Peace in the East and South China Seas, Stein Tønnesson, PRIO ............ 22 

7. Hydrocarbons in the Eastern Mediterranean: Agent of Conflict or Platform  

for Cooperation? Harry Tzimitras, PRIO Cyprus Centre ...................................... 26 

8. The Partitioned Neutral Zone between Saudi Arabia and Kuwait: An  

Example of Shared Development, Kristian Coates Ulrichsen, James A.  

Baker III Institute for Public Policy, Rice University .............................................. 30 

9. Oil and Gas in the Caucasus: The Failure to Provide a Stimulus for Conflict 

Resolution, Pavel Baev, PRIO..................................................................................... 33 

10. Hydrocarbons: An Enabler for Turkish-Iraqi Kurdish Reconciliation,  

Laura Le Cornu, Strata Insight energy policy advisory .......................................... 37 

11. International Environmental Law Applicable to Hydrocarbons, Markus  

W. Gehring, University of Cambridge ....................................................................... 41 

12. Hydrocarbons and Climate Change, Robert K. Kaufmann, Department of  

Earth & Environment, Boston University ................................................................. 43 

IV. Conclusion and Future Research ...................................................................................... 45 

 

 



1 

I. Introduction  

Hydrocarbon development has been a major engine of prosperity, but it has also led to violent 

conflict. Disputes have pitted state against state and generated civil strife at different levels: 

between governments and resource-rich regions; between neighbouring regions; and within local 

communities. A myriad of social ills have also resulted from oil and gas development, such as 

corruption (e.g., revenues diverted to enrich select individuals or fund repression), inequitable 

distribution of wealth, harm to the environmental (including climate change), and the over-

reliance on one industry to the detriment of other productive activities.  

Evidence demonstrates that negative consequences of hydrocarbon development (referred to as 

the “resource curse”
1
) need not be inevitable. If implemented on all necessary levels – through 

inter alia effective diplomacy, good governance and sound fiscal measures – these negative 

consequences can be mitigated. Moreover, hydrocarbon development can also provide a positive 

stimulus to peace. When parties (regions or states) who might otherwise be at odds participate in 

joint projects, they are bound together through long-term ties of mutual dependence and 

collaboration. 

Natural resource development has the capacity to transform the well-being of our communities 

through development of new infrastructure, provision of employment and technical skills 

training, and by generation of significant long-term revenues – giving government the means to 

invest in improved healthcare, education, etc. In short, when managed properly, the various 

natural resource industries have the potential to raise living standards in tangible ways relatively 

quickly, enabling governments to provide public services in a sustainable manner, and thus 

create a favorable environment for social harmony. This is particularly true of the oil and gas 

industry, in light of the large infrastructure build-out which is ordinarily needed for its extractive 

projects.  

Because of its enormous costs, attendant financial risks, and broad social impact, hydrocarbon 

development typically requires effective cooperation between multiple energy firms, 

governments, international institutions, NGO’s, and many other stakeholders. Due to the scale 

and strategic nature of oil and gas reserves (which can straddle national boundaries), states are 

often obliged to cooperate on managing their resources, potentially fostering long-terms ties of 

mutual dependence. Moreover, increasingly, energy companies are under pressure to not only be 

creators of wealth but also good social partners in the countries in which they operate – this is 

especially challenging in countries experiencing conflict or in a post-conflict stage. At the same 

time, there is greater pressure on governments in hydrocarbon-rich countries to implement good 

governance practices regarding resource management and wealth distribution. 

Recent events underline the importance of identifying and utilizing the opportunities provided by 

oil and gas development so as to facilitate cooperation in conflict situations. With the emergence 

of the crisis in Ukraine and souring of Russian-EU relations, there has been renewed focus on 

securing new sources of energy in order to decrease European dependency on Russian gas 

supplies.  

                                                 
1
 Some authors limit the term “resource curse” more narrowly to economic effects only. In this study it more broadly 

covers a range of negative economic, social and political consequences that often come with oil and natural gas 

development.  
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The Eastern Mediterranean region, where substantial gas discoveries have been made in recent 

years off the coasts of Cyprus and Israel, could provide a new supply source for Europe. The 

most feasible way of bringing the gas to market would be a pipeline to Turkey. However, in view 

of the long-running dispute over the political status of Cyprus, and strained relations between 

Turkey and Israel, Eastern Mediterranean gas resources are unlikely in the short-term to provide 

an alternative to Russian supplies. The US, UK, and the EU have accordingly encouraged all the 

parties (Turkey, Cyprus and Israel) to use hydrocarbons as an incentive for overcoming their 

political divisions. To this end, in May US Vice President Joe Biden visited Cyprus to encourage 

the Greek Cypriot and Turkish Cypriot communities to accelerate efforts to reach a political 

settlement, underscoring the American government’s increasing interest in the Mediterranean 

island following the discovery of gas reserves.  

Another pertinent example is the recent confrontation between China and Vietnam over maritime 

rights in the South China Sea. China’s deployment of a deep-water oil drilling rig in disputed 

waters off of Vietnam has sparked concern that the area may become a global flashpoint. The 

study will look at these and other relevant examples.  

It is also critical to ensure that the peace potential of oil and gas development is not actualized at 

the expense of the natural environment. While negative environmental consequences (local and 

global) can arise in all oil and gas projects, the risks are multiplied in conflict or post-conflict 

settings where the ability of governments to implement high standards of environmental 

protection is often impaired. Under such circumstances (which typically involve severe financial 

constraints) governments and energy companies may not be in a position to choose optimal 

energy development policies, including measures to slow climate change. Additionally, in a 

conflict situation, environmental damage can be brought about by sabotage of energy 

infrastructure (e.g. pipelines), also posing a serious risk to the local environment. In general, all 

stakeholders involved in making decisions about oil and gas development have an obligation to 

carefully consider how proposed projects will impact on the natural environment, thereby 

affecting , not only people living today, but future generations as well. In this connection, the 

present study includes a piece which considers how the extraction, transport, and use of natural 

gas for power generation can be expected to impact on climate change.  

As a first step toward gaining a better grasp of the issues detailed above, PRIO has prepared this 

“scoping study.” As its name indicates, this is intended to lay the ground-work for a more 

ambitious research agenda (henceforth referred to as “the research project”) on the peace 

potential of hydrocarbon development. In the first part of this scoping study, we provide a 

preliminary outline of the chief methodological considerations that will guide the research 

project. In the second part, we include a set of “think pieces” that have been written by PRIO 

researchers (and associates) on selected applications of the broader research project. These brief 

statements indicate some important avenues for future research. Finally, in the conclusion, we 

summarize some main findings of the think pieces and raise some questions for future research.  
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II. Methodology 

Aim 

The aim of the research project is twofold: 

(i) Examine how the negative effects of oil and gas development can be 

mitigated. 

(ii) Evaluate claims as to the “peace potential” of hydrocarbon development, e.g., 

when it is said that adversaries can overcome their differences by engaging in 

collaborative projects. 

The project will be focused on hydrocarbon resources (oil and gas). Clearly, there are technical 

and political differences related to the development of oil and gas, and the research will take into 

account the implications of those distinctions. The research findings may be relevant for looking 

at the cooperation potential in other natural resource industries, including water, mining, and 

timber.  

As the largest natural resource industry, in terms of scale and capital expenditure, the oil and gas 

sector offers an extensive and varied number of cases as well as reliable data sources. This 

scoping study examines a representative sampling of historical and contemporary cases that will 

be further enlarged in the broader research project. Generalizations will be drawn about good 

practices from cases where oil and gas development has contributed to defusing tensions and 

establishing mechanisms for resolving disputes. For purposes of comparison, cases in which 

conflict escalated or stagnated will also be examined.  

Theoretical Framework 

The analytical framework will integrate the following components: actors, societal context, 

resource characteristics, revenue distribution, and level of application. All of these components 

are important in deciding which type of instrument or intervention is needed. 

A. Actors 

The extraction of natural resources typically involves four main stakeholders: the host 

community/civil society; the local government; the national government; and the extractive 

industry/companies. All have important roles, and often bring opposing viewpoints to the table. 

For example, resources are rarely equally distributed in a country; this can ignite disputes 

between a resource-rich region and the central government regarding the distribution of revenues 

and rents. Members of the local community may feel that while they are forced to bear the cost 

of extraction they do not receive a fair share of the profits from the government. In these 

situations, the energy company is frequently caught in the middle as its operations are highly 

visible. On the other hand, energy investment in a troubled region can promote much needed 

development, for instance by supporting local businesses and developing infrastructure. In 

addition to identifying parties that are directly involved and evaluating their relationships with 

each other, the research will consider other relevant actors: neighboring countries, lending 

institutions, international governments and non-government organizations, etc.  
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B. Societal Context 

The research project will distinguish between societies that are (i) politically stable, (ii) conflict-

prone, (iii) undergoing extensive violent conflict, and (iv) recovering from a protracted conflict. 

Within each category, different challenges arise with respect to the maintenance of peace and 

stability. Research indicates that oil-producing regions populated by non-titular ethnic groups are 

especially prone to conflict, as e.g. in the Niger Delta. Another example is Mozambique which 

was plagued by a long and violent civil war between 1977 and 1992. Unequal distribution of 

revenues from the giant Rovuma gas field which is presently being developed could potentially 

renew tensions between rival groups. The ethnic make-up and social tensions in a country or 

region must be well understood if the tensions fuelled by hydrocarbons are to be managed.  

C. Kinds of Resources, Methods of Extraction, Environmental Impact, and Means of 

Transportation  

In addition to the inherent differences between oil and gas, the contrast between onshore and 

offshore extraction processes is especially salient. Furthermore, within these categories, there are 

significant differences between shallow and deep-sea prospecting and drilling, extraction in 

warm and cold climates, unconventional hydrocarbons (tight oil, tar sand, shale gas) and 

conventional resources.  

For example, in comparison to extraction facilities located offshore, onshore facilities are usually 

more vulnerable to sabotage. Thus, in Nigeria rebel groups engage in looting oil from pipelines 

for sale on the black market. On the other hand, offshore extraction typically requires more 

advanced technical skills, such as deep-sea drilling, which only a few companies are able to 

provide. In addition, there are important issues relating to transport (e.g. oil and gas pipelines, 

terminals and maritime transport for oil and LNG), processing and refining (onsite or offsite). 

There is also a significant difference in environmental impact between the different extractive 

procedures. Some of these impacts (depletion or pollution of ground water, leakage of toxic 

chemicals) have the potential to ignite conflicts. A serious accident (or sabotage) at an offshore 

platform could have devastating consequences for the environment. Preventive measures, as well 

as clean-up in the event of a spill, would require extensive cooperation at various levels.  

The climate-change implications of hydrocarbon extraction need to be considered as well. 

Taking gas as an example, we can note that compared to pipelines LNG plants require 

tremendous amounts of energy for operation, thus releasing proportionately more carbon dioxide 

into the atmosphere. From this point of view, pipelines are a less harmful means of transport than 

shipment of LNG. But this benefit presupposes that the pipelines are constructed according to 

high standards to prevent the release of methane into the atmosphere.  

Finally, another issue concerns the transportation of oil and gas on land and at sea. Interstate 

cooperation is again vitally important, as in the Chad-Cameroon or Baku-Tbilisi-Ceyhan pipeline 

projects; also cooperation between states is the only means of keeping sea lanes open and free 

from piracy.  
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D. Distribution of Resource Revenues 

A perceived or actual unequitable distribution of resource revenues frequently results in violent 

conflict. Corruption and patronage are closely associated with resource economies and further 

distort the distribution of wealth. Stakeholders need to know how much is being extracted and 

how much remains in reserve, what is the current and prospective value of the resource and what 

are the hidden costs of its development. Creation of sovereign wealth funds can do much to 

promote equitable distribution of resource wealth within society. 

E. Levels of Application 

As already noted above, hydrocarbon-driven conflict can arise at different settings: multilateral, 

interstate, intrastate and local. Therefore, appropriate management strategies which prevent the 

emergence of conflict should be implemented at each of these levels. 

(i) Multilateral 

In the last decade, various political initiatives targeting natural resources have been implemented 

globally. For instance, the Kimberley Process which is a certification system to prevent the sale 

of conflict diamonds. The most comprehensive initiative for the oil and gas industry is the 

Extractive Industry Transparency Initiative (EITI), which promotes disclosure of revenue flows 

to and from extractive companies. Other international standards have been developed to regulate 

the social and environmental conduct of companies in the extractive industries. Most of these 

initiatives are based on voluntary compliance.  

(ii)  Interstate 

There are numerous cases of interstate conflicts over ownership of (prospective) offshore 

resources and cross-border oil/gas fields, the security of maritime transportation, and pipeline 

tariffs. The security of oil transportation from the Persian Gulf is a central factor impacting on 

geopolitics in the Middle East. A variety of interstate conflicts, including disputes over maritime 

borders, complicate the development of hydrocarbons in the Caspian Sea. Disputes over 

maritime delimitation in the East China and South China Seas are fuelling international tensions 

in the world’s most important growth region. Disputes over natural gas prices and supplies of 

Russian gas via Ukraine led to shortages in Europe in both 2006 and 2009. In the Eastern 

Mediterranean, the rush to explore the hydrocarbon resources on off-shore Cyprus has 

exacerbated tensions between Greek Cypriot and Turkish Cypriot communities and triggered 

maritime disputes involving Cyprus, Turkey, Israel, and Lebanon. In 2012, a dispute over 

pipeline tariffs between Sudan and South Sudan led to a suspension of oil production in two 

countries whose poverty rates are among the highest in the world, and contributed to the 

triggering of a brief war. 

(iii)  Intrastate (conflicts between a central government and a group/region) 

Intrastate conflict is the conflict type most commonly associated with hydrocarbons. Extensive 

research has shown that the development of hydrocarbons affects the onset, intensity and 

duration of civil wars, which are demonstrated in the cases of Angola (Cabinda) and Indonesia 

(Aceh). Typically, these conflicts are related to disagreements over the distribution of revenues 

between the host community/local government and the central government, so a sound wealth-
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sharing strategy is essential. For example, following decades of violent conflict, the rebels of 

Aceh and the Indonesian government signed a peace agreement which mandated that 70% of the 

revenues from oil and gas production would stay in the province. While in Angola only 2% of 

revenues from oil are distributed to Cabinda, the main oil-producing region. In Myanmar, 

Rakhine State is now demanding a large share of revenues from offshore oil and gas production 

in the Bay of Bengal.  

(iv)  Local Communities 

In local communities hosting extractive companies, disputes and violent conflict are not 

uncommon. This could be tied directly to environmental problems caused by extraction of 

hydrocarbons; for example, in the Niger Delta there has been on-going conflict between Shell 

and the Ogoni communities for several decades partly due to oil spills. Disputes have also 

resulted from the side-effects of industrial build-out, such as rapid population expansion, 

urbanization, lack of basic services for a growing population, and unemployment. For example, 

in Maceio, the new petro-capital of Brazil, the population has grown by 600% in the last 15 

years; however, government services have not been able to provide for this increase, and the city 

has simultaneously experienced a rise in crime. The key to resolving community disputes and 

conflict is to involve the local community, local government and the extractive industry in 

management strategies. 

F. Instruments to Promote Cooperation 

The term “instrument” is used to indicate various platforms of cooperation or ways to manage or 

prevent conflicts. This could, for instance, be revenue-sharing arrangements, agreements on 

pipeline tariffs, special tax regimes for companies, sovereign wealth funds accumulated in order 

to distribute revenues between current and future generations, and measures to ensure 

transparency.  

In the typology, we distinguish instruments that (i) are employed within purely cooperative 

institutional arrangements; (ii) are implemented as a consequence of economic interdependence; 

(iii) are used to prevent disputes from arising or re-emerging; and (iv) are applied to assist in the 

management of already existing disputes/conflicts. For effective policy formulation, it is 

essential to have broad knowledge of the instruments that can be put to use and an ability to 

evaluate them in different settings.  

(i) Cooperation 

The vast majority of hydrocarbon projects are in fact implemented in cooperative environments, 

so the experience in using these instruments is rich. On the interstate level, cross-border pipelines 

constitute a good example, which shows that when effective institutions are established for 

governing pipeline tariffs, covering costs of infrastructure maintenance, and protecting the 

environment, cooperation can be successful. Intrastate examples of cooperation occur, for 

instance, when extractive companies assist in resolving local problems not necessarily related to 

hydrocarbons, but which if left unresolved, would adversely impact the overall business 

environment. 
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(ii) Economic interdependence 

In some instances, stakeholders are forced to adopt instruments of cooperation because of their 

economic interdependence, requiring them to find a way to share revenues.  

(iii) Conflict prevention 

In societies where hydrocarbon resources are not yet associated with conflict as well as in post-

conflict situations, it is still important to identify potential conflict triggers at an early stage of 

the development process. Effective conflict prevention instruments include: social dialogue 

forums, management of public expectations, and initiatives to ensure accountability and 

transparency. 

(iv) Conflict management  

Many initiatives are implemented as a response to potential or existing conflicts. For instance, in 

Nigeria the current wealth-sharing system was introduced during the transition to democracy in 

1999, aiming to mitigate a long-standing conflict between the federal government and the oil-

producing states over revenue distribution. However, the wealth-sharing system is plagued by 

corruption and patronage and has not met expectations. An example of interstate cooperation is 

Nigeria and its neighbor Sao Tomé. After a long-standing maritime dispute, the two countries 

were able to establish a Joint Development Zone, and have since given five deep-water 

exploration licenses to American companies. 
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III. Applications 

1. Joint Development Zones at Sea: No Peace Panacea, Stein Tønnesson, 

PRIO 

A Joint Development Zone (JDZ) or Joint Development Area (JDA) is set up in a sea area either 

when two states agree on cross-boundary co-operation or in a disputed area, when two or more 

states with overlapping maritime zone claims decide, as a temporary measure, to jointly explore 

for and exploit oil and gas instead of agreeing on a boundary. We shall here mainly discuss the 

second kind, which is the most problematic from the perspective of peace. When states are able 

to both agree on a boundary and on joint development, then there is normally not much risk of 

conflict (see Lars Even Andersen’s chapter). The question to be discussed here is if a JDZ is a 

recommendable peace-promoting alternative to boundary delimitation. 

The term JDZ will be used here for joint exploitation of oil, gas and minerals under the seabed. 

When the aim is to jointly manage fish and other living resources, or to protect the environment, 

the term will be Joint Management Area (JMA). 

While a JDZ is set up by governments, a joint venture is a commercial enterprise undertaken by 

two or more companies together. International oil companies often form joint ventures with a 

company owned by the state who has sovereign rights to the resources in their concession area. 

This can be done in a zone under just one state’s jurisdiction or in a JDZ. 

All JDZs have some kind of revenue sharing. This mostly requires “unitization,” meaning that 

one company or joint venture operates a field on both sides of a boundary, so production on one 

side does not “capture” oil and gas from the other.  

Joint development may be organized in three ways: single state, joint venture, or as a full JDZ. In 

the first case (e.g., Bahrain-Saudi Arabia), one state entrusts development to the other and 

receives its share of the revenue. In the second (e.g., Korea-Japan), the two states form a joint 

venture to exploit the resources and divide the revenue. In the third (e.g., Australia-East Timor; 

Nigeria-Sao Tomé and Principe; Thailand-Malaysia), an independent legal regime is established 

so concessions can be granted to external contractors. 

The Law of the Sea is an Instrument of Peace 

In international law, land and sea are treated differently. With a few exceptions (such as 

Svalbard) states have complete sovereignty to all land within their borders, including islands. 

Sovereignty to land has been constituted historically, through conquest (legal until the UN 

Charter forbid it in 1945), cession (a state giving up its rights through a treaty), occupation 

(establishing an administration over an unoccupied territory), prescription (the gradual 

recognition of one state’s rights by other states) or accretion (i.e., by reclaiming the sea). If the 

International Court of Justice (ICJ) in The Hague is asked to resolve a dispute over sovereignty 

to land, it will make its judgment on the basis of these factors. 

With a few exceptions (“historical bays” surrounded by just one state’s territory) sovereignty at 

sea is not complete and not historically constituted. A basic principle is that land dominates the 

sea. This forms a premise for the United Nations Convention on the Law of the Sea (UNCLOS) 
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as well as customary international law. Thus, a state has full sovereignty to its internal waters, a 

somewhat curtailed sovereignty to its 12 nautical mile territorial sea, but just sovereign rights to 

resources in the sea, under the seabed and in the air within its 200 nautical mile Exclusive 

Economic Zone (EEZ). (Under certain natural circumstances continental shelf rights may extend 

further than 200 nautical miles.) Thus sovereign rights at sea are not established on the basis of 

history but on distance from land. This is good news from the perspective of peace since it 

creates an objective mechanism for resolving sovereignty disputes. Disputes at sea cannot be 

legally resolved through conquest or occupation. (Then it is also practically difficult to occupy 

the sea or seabed.) 

Yet the law of the sea is open to interpretation, giving ground for negotiated compromises as 

well as long-standing disputes. This is why JDZs are resorted to as a temporary arrangement in 

disputed areas. 

The three aspects of maritime delimitation that are most open to interpretation are: 

 The continuation of a land border into the sea between two adjacent states.  

 The median line principle. Shall the boundary between two countries with 

opposite coasts and overlapping EEZ claims be equidistant, or shall it be (also be) 

determined from the characteristics of the seabed; a natural prolongation of the 

continental shelf? And how should equidistant lines be adjusted for “equity”? 

 The effect of small (disputed or undisputed) islands on the delimitation of 

maritime zones. 

JDZs are often proposed as an expedient alternative when governments have reached a deadlock 

in their boundary negotiations because of disagreement on one or more of these three points. 

A Mixed Experience 

The experience with JDZs is mixed. While they are mostly successful when established in 

conjunction with a boundary agreement (North Sea; Tonkin Gulf), the experience with JDZs in 

disputed areas is less promising. The idea of joint development sometimes provides an excuse 

for giving up on reaching a boundary agreement. 

To establish a JDZ in a disputed area may, however, sometimes be more difficult than agreeing 

on a maritime boundary: 

 It requires agreement on which area is disputed, and this can be just as difficult as 

to draw a boundary. 

 Oil exploration is expensive; it takes many years from when oil is found until 

production can begin; to obtain loans and insurance, companies need the kind of 

legal security that only sovereign states can deliver. 

 In order to provide legal and financial security, a JDZ needs either a mixed legal 

system or an independent body of law with neutral courts, etc. 

 Stakes are high in the oil business; a state might run away from previous 

agreements if substantial discoveries were made; thus lesser powers are reluctant 
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to engage in joint development with stronger powers unless the sovereignty issue 

has been resolved. 

 A water tight revenue sharing system is needed. 

For these reasons, governments may actually be acting irresponsibly if, instead of settling their 

boundaries, they proclaim a JDZ without having tackled all the difficulties. This may frighten 

away the most serious companies. And if significant quantities of oil and gas are found, there 

could be real trouble. The decision by Nigeria and Sao Tomé and Principe to interrupt their 

boundary negotiations and set up the world’s largest JDZ may be seen in this light. 

JDZs may be useful when governments have made a serious effort to settle their boundaries but 

are left with a clearly defined residual area which both see as disputed. JDZs are not in general, 

however, a recommendable substitute for maritime delimitation. The best way to ensure peace at 

sea is to delimit national maritime zones (territorial sea; EEZ; continental shelf) on the basis of 

the law of the sea. Peacemakers and oil companies have a shared interest in making this clear. 

It must be added that the above arguments do not necessarily apply to JMAs. Fishermen are 

different from oil companies. They fish in disputed waters with or without permission. Joint 

management of fish stocks in disputed areas may prevent the kind of conflicts that occur when 

one state issues a unilateral fishing ban, and could help establish the kind of cooperation needed 

to agree on maritime boundaries. 
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2. “Peace Pipelines” – Concept and Challenges, Elai Rettig, University of 

Haifa 

The concept of “peace pipelines” contends that construction of a common pipeline between rival 

states (usually for transferring oil, natural-gas or water) may create a strong economic incentive 

for both sides to mitigate existing conflicts between them and promote a more positive and 

peaceful relationship. This concept derives from the neo-liberal school of thought which views 

economic interdependency as a powerful tool to promote peace in the international system, 

believing that countries which are dependent on one another have more to gain from maintaining 

good relations than they do from initiating conflict. Peace pipelines have been promoted in the 

past by both scholars and statesmen as a possible solution for ongoing conflicts around the globe, 

such as between Azerbaijan and Armenia, India and Pakistan, or in the Middle-East.
2
 

Though peace pipelines are a popular concept, there are still no clear-cut empirical examples that 

can point to their effectiveness. In many instances, pipelines have become a source of tension 

between neighboring states, rather than peace (e.g. Russia and Ukraine). This is due to two 

conceptual flaws that still need to be overcome. One is that trade of resources through pipeline 

does not necessarily mean that the states involved are interdependent. A study by Shaffer (2013) 

shows that in most cases where natural gas is traded by pipeline, neither or only one of the sides 

involved become dependent on the supply. More often than not, an asymmetrical relationship 

will develop and will most likely be exploited for economic or political reasons by the stronger 

side.
3
 Secondly, even when economic interdependency is established, scholars disagree whether 

this alone can guarantee the preservation of peace.
4
  

Taking such limitations into account, the study of peace pipelines still has room to develop 

further. One avenue for research is to focus on the potential role of pipelines in maintaining and 

improving existing peace agreements, rather than mitigating ongoing conflicts. Though pipelines 

may not “create” peace, the trade of resources they facilitate can help alleviate common security, 

economic and environmental concerns between neighboring states in regions where resources are 

scarce and contentious (e.g. the transfer of gas and water from Israel to Jordan).
5
 In turn, this 

may promote good-will, trust and further trade. Given a symmetrical and stable relationship, 

pipelines can thus transform a “cold peace” into a “warm peace.” Pipelines may also create some 

limited trade where none existed before, offering a cheaper alternative for both sides to buy and 

sell resources (e.g. Israel and Lebanon; Cyprus and Turkey). This new avenue may offer more 

robust and coherent findings than previous studies have, and with more practical results for 

policymakers. 

                                                 
2
 Maresca, John. “A ‘Peace Pipeline’ to end the Nagorno-Karabakh Conflict.” Caspian Crossroads 1 (1995): 17-18.; 

Siddiqi, Toufig A. "India and Pakistan: Pipe Dream or Pipeline of Peace." Geo. J. Int'l Aff. 5 (2004): 35.; Shuval, 

Hillel I. "Approaches to resolving the water conflicts between Israel and her neighbors—a regional water-for-peace 

plan." Water International 17, no. 3 (1992): 133-143. 

3
 Shaffer, Brenda. “Natural gas supply stability and foreign policy.” Energy Policy 56 (2013): 114-125. 

4
 Mansfield, Edward D., and Brian M. Pollins (Eds.) Economic interdependence and international conflict: New 

perspectives on an enduring debate. University of Michigan Press, 2003. 

5
 Shaffer, Brenda. "Israel - New natural gas producer in the Mediterranean." Energy Policy 39, no. 9 (2011): 5379-

5387. 
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3. Revenue Sharing, Siri Camilla Aas Rustad, PRIO 

Oil and gas are non-renewable resources - once they are exploited they are irretrievably lost, 

hence the equitable distribution and allocation of revenues is extremely important. In many 

resource-rich countries conflict is often triggered because of perceptions of unfair allocation of 

resources. Resources are often not distributed equitably within a country. There is often tension 

between those living in the resource-producing regions who believe that they have a right to the 

hydrocarbon revenues and the rest of the population who feel they should also have a share of 

the profits. Furthermore, many resource-rich countries are plagued by corruption and thus the 

local population receives a minimal share of the revenues or none at all.  

Revenue sharing is the flow of resource revenues from the government to the population. This 

section will look at various ways that hydrocarbon revenues can be distributed back to the 

population in the resource region as well as for the benefit of the entire population. This is 

different from Sovereign Wealth Funds, which are meant to benefit the population in the future, 

and corporate social responsibility programs, which are revenues spent by the extractive 

industries in the local communities. 

The most common way of revenue sharing is decentralization of hydrocarbon revenues by 

distributing the resources back to the population. This section suggests three different ways of 

doing this. In the first model the resource-producing regions receive a specific share of the 

revenues before resources are distributed among the whole population based on a formula which 

takes into account the needs of the communities (Ross, Lujala, and Rustad 2012, Wennmann 

2010).  

In Nigeria, the oil-producing regions in the Niger Delta receive 13% of the revenues obtained 

from hydrocarbon development in addition to what is provided through the general allocation by 

the federal government. In Angola 10% of tax revenues from oil and gas are allocated to the oil-

producing region of Cabinda. The Aceh region of Indonesia was awarded 70% of the revenues 

from the oil and gas extracted in their area as part of the 2005 peace agreement reached between 

the Indonesian government and the rebels of Aceh. As is indicated with these examples, there is 

no specific share that is ideal, it depends on the context and overall size of the revenues. For 

example in Angola only around 2% of the population live in Cabinda, the main oil-producing 

region in Angola. While in Aceh, after the peace agreement, it became clear that the hydrocarbon 

resources remaining in Aceh were small and would be depleted within a few decades. 

A second type of wealth-sharing system is called benefit sharing. This system allows the local 

community to have a say in how resource revenues are spent. In Sierra Leone, the Diamond Area 

Community Development Fund was established in 2001. The fund receives 0.75% of the total 

value of the diamond export and the revenues are distributed by local chiefs for small-scale 

development projects such as education, health, and community infrastructure. Unfortunately, 

the fund was not successful in the beginning due to corruption, and was frozen for several years. 

The fund was later started up again with stricter auditing standards and clearer guidance on how 

to allocate revenues. 

A third and more controversial method of revenue distribution is through direct payment to the 

population. This is currently practiced in both Alaska and the Canadian state of Alberta. The 

advantage of this is that there is less bureaucracy and fewer stages where corruption can take 
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root. However, such an approach requires an efficient management system to ensure that the 

distribution is fair. These are challenges that less-developed countries and particularly conflict-

ridden countries would struggle with. For example, there may not be a complete register of all 

inhabitants or, due to on-going conflict, there may not be a secure location where the money 

could be distributed (Maconachie 2012).  

Besides distributing the revenues back to the population once collected by the national 

government, it is possible to grant the local government the right to levy taxes directly on the 

extractive industry. This is done in Canada, Russia and to some degree Sudan. However, such a 

model requires a local government that has the competence to carry out tax collection. (Ross, 

Lujala, and Rustad). 

Corruption and lack of strong institutions are the biggest challenges in achieving a fair and 

sustainable distribution of revenues. Collier and Hoeffler (2012) argue that the equitable 

allocation and distribution of resources are potentially the most decisive factors in ensuring 

sustainable peace. An effective wealth-sharing system can help to prevent local tensions and 

grievances, as well as enable more efficient allocation of revenues to sectors such as education, 

health and infrastructure which are important for long-term sustainable growth.  

Revenue sharing can be implemented both as a conflict prevention and management instrument. 

However, as this is such an important instrument, it is critical to address this issue early on 

before segments of the population feel a sense of exclusion from hydrocarbon wealth and before 

institutions are hampered by corruption. 
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4. Social Dialogue, Siri Camilla Aas Rustad, PRIO 

Local communities are sometimes negatively affected by resource extraction; this is often the 

case with mining and also with on-shore oil and gas development. When this happens, tensions 

between the local community and the local government, or the local community and the 

extractive firm arise, potentially leading to more serious conflict. These conflicts could be 

directly related to the negative outcomes of extraction such as environmental degradation, land 

expropriation or damage caused to religious sites. Confrontation between the local community 

and the local government /extractive firm could also be a result of the uneven distribution of 

revenues brought about by corruption or unrealistic expectations from the local population about 

the extent of wealth they will acquire from resource development. While there has been 

extensive research focused on corruption, less has been carried out on how to manage 

expectations of the local population (Boege and Franks. 2012).  

When high value resources such as oil and gas are found in a country or region, the local 

population often develops inflated expectations and assume they will receive a significant share 

of the proceeds. These unrealistic expectations are based on a misunderstanding among the 

population about the value of resources, when extraction will begin and how the revenues will be 

shared. As long as these expectations are not managed effectively, the potential for tension and 

conflict are high.  

 One instrument that has been proposed to overcome these problems is to develop a social 

dialogue between the local community, local government and the extractive industry. This would 

create a platform for the local community to communicate their concerns with other stakeholders 

as well as to be informed about hydrocarbon projects. By having a dialogue with the local 

population, the extractive firm can inform the community about their activities and obtain 

feedback on local community needs and thus more effectively manage expectations. Finally, 

such social dialogues would help to empower the local government as the provider of services as 

well as requiring them to be accountable for how they manage various elements related to 

extraction. 

In 2007, dialogue between the Pará State Public Prosecutor in Brazil and leaders of several civil 

society organizations was established to find new ways to tackle the problems that industry had 

generated, in particular looking into the disparity between the wealth created in the municipality 

and the poverty of the local population. As a result of this initiative, the International Institute of 

Education in Brazil began operating the Development of Barcarena’s Social Capacity Project 

(de Silva and Moraes 2012). The objective of this project was to strengthen the formal and 

informal associations between the stakeholders and to increase the capacity to organize, plan and 

execute projects with civil society. The goal of the project was to create a political space to build 

a positive agenda where the responsibilities can be shared between companies, governments, and 

civil society. One of the outcomes of the project was a set of proposals prepared by civil society 

calling on industry and the government to work for a more fair, democratic and sustainable 

municipality.  

Within the context of the theoretical framework outlined in the scoping study, social dialogue 

belongs to the cooperative institutions and conflict prevention category to be applied at the local 

level. It is vitally important when the extractive industry is entering a local community to 

develop good relations with the public. Building a social dialogue with the local community is an 
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effective method and should be implemented even in the absence of tensions between the energy 

firm and the local community. 
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5. Apportionment of Cross-Border Petroleum Deposits, Lars Even 

Andersen, PRIO 

While most natural resources are situated within the jurisdiction of one single country, and 

disputes over their apportionment mainly concern the extent to which revenue is collected by a 

central government or regional and local authorities, an important exception is the situation in 

which a deposit straddles the sea border between two (or more) countries. 

Petroleum deposits, liquid by nature, typically don’t conform very well to national borders. In 

those cases where the deposit stretches across a border between two states, it is possible to 

extract from the one side of the border those resources situated on the other side. 

In the absence of an international standard on apportionment arrangements, an individual state 

has historically been able to secure the entire cross-border deposit for itself, simply by initiating 

unilateral extraction before the other state does. This “rule of capture” was until the 1960s 

prevailing international practice. However, this practice has a number of negative consequences. 

To begin with it incentivizes individual states to “rush” to extract the deposits before their 

counterpart does so. In doing so, states do not pay adequate attention to operational safety issues 

and environmental concerns. In such circumstances, states may fail to maximize on the 

profitability of the project.  

The North Sea is a small area, appearing almost landlocked between seven states (all of which 

are solid democracies), and contains considerable petroleum resources. It is hence hardly 

surprising that the area became a platform for development of certain “best practices” for 

apportionment of cross-border deposits. 

 

Keypublishing.com. 

In particular, the agreement between the United Kingdom and Norway signed in London on 10
th

 

March 1965, including appendices, set the standard for subsequent apportionment arrangements 

elsewhere in the North Sea, and eventually in a wider international context. 

It may, in contrast to the “rule of capture” as described above, be considered the benchmark for 

“rule of cooperation” – a far more conducive approach for the sustainable and efficient 

development of resources and maintaining good neighborly relations. 
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Some characteristics of this agreement are; 

 The sea border is established as “a line, every point of which is equidistant from 

the nearest points of the baselines from which the territorial sea of each country is 

measured.” 

 The common deposit clause (Article 4) states that any petroleum field or other 

mineral deposit which is situated on one side of the border but fully or partly 

exploitable from the other side of the border, shall be deemed a single resource, 

and shall be exploited as such. It proportionally belongs to both states, and any 

windfalls shall accordingly be shared between the two states. 

 For all common deposits, the two states “shall seek to reach agreement as to the 

manner in which the proceeds deriving therefrom shall be apportioned.” Pending 

such agreement, each party assumes the obligation to abstain from unilateral 

exploitation of the deposits.
6
 

What is most fascinating about the 1965 agreement is that it was signed before any significant 

common resources were yet discovered in the area. It was hence intended to be of principal 

nature, within the framework of which specific apportionment agreements were to be signed for 

each common deposit subsequently to be found. The first such agreement was signed on 10
th

 

May 1976, covering the Frigg reservoir. 

Some essential provisions encapsulated in the Frigg unitization agreement include: 

 Before production commences, the two states shall jointly determine how much of 

the field belongs to each of them, by means of exploratory drilling, seismic data, 

and other methods.
7
 

 Licenses for drilling, production and eventual decommissioning shall only be 

granted on mutual agreement between the two states. Any separate agreements 

thereafter reached between the licensee companies themselves are also subject to 

approval of both states. 

Other matters of common concern which are dealt with in the Frigg agreement are: joint 

conservation schemes, freedom for access to installations, uniform construction standards, safety 

measures, means for bringing products to market, welfare of employees, taxation mandates, 

environmental protection, supervision of operations by a Frigg Field Consultative Commission, 

and settlement of disputes. 

Subsequently, similar agreements based on the Frigg treaty have been signed for, among others, 

the Murchison, Statfjord, Enoch, Blane and Flyndre oil fields. Frigg has consequently proven a 

durable model agreement for petroleum fields straddling the UK-Norway demarcation line. As 

                                                 
6
 This has later on been embodied in Article 83 of the Law of the Sea convention, in that the concerned states shall 

make every effort not to jeopardize the final agreement on apportionment of each deposit. 

7
 For instance, 77.8% of the Murchison field belongs to the UK, and 22.2% to Norway. Accordingly, the two states 

agreed to grant the production license to CNR International (UK), with the Norwegian partner Wintershall holding 

22.2% of the rights. 
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acknowledged by Onorato
8
, Gault

9
 and Miyoshi

10
, it has also informed the development of an 

international legal framework on the subject. 

 

The Statfjord and Murchison oil fields straddling the UK-Norway demarcation line. Source: 

Norwegian Petroleum Directorate, www.npd.com. 

Following a long series of successful joint development agreements, which facilitated a 

collaborative spirit and mutual trust, the two states proceeded to sign a framework treaty on 

cross-border deposits in 2005.
11

 

The objective of the framework agreement was to eliminate the need to negotiate a separate 

agreement for each individual deposit, hence simplifying the governments’ procedures. The 

outcome would be increased predictability for the industry, which is likely to foster an 

environment conducive to new energy projects.  

                                                 
8
 William Onorato: Apportionment of an International Common Petroleum Deposit, International and Comparative 

Law Quarterly, 1977. 

9
 I. T. Gault: Petroleum Development Offshore: Legal and Contractual Issues in Petroleum Investment Policies in 

Developing Countries, Graham & Trotman, 1988. 

10
 M. Miyoshi: The Basic Concept of Joint Development of Hydrocarbon Resources on the Continental Shelf, 

International Journal of Estuarine and Coastal Law, 1988. 

11
 https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/243184/7206.pdf. 

http://www.npd.com/
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/243184/7206.pdf
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6. Oil and Peace in the East and South China Seas, Stein Tønnesson, PRIO 

What can oil companies do to help governments overcome their acrimonious disputes over islets 

and “maritime territory” in the East and South China Seas? They can make the following points: 

 The prospect of finding significant quantities of oil is not as great as many people 

believe; offshore oil can just contribute marginally to national energy security, 

notably China’s. However, if you want us to invest in exploration you should 

settle your maritime boundaries. 

 If you want us to bring gas onshore through pipelines, the same applies; it is too 

risky to generate power with gas from a disputed area. 

 Once you have settled your boundaries, we will know for sure under whose legal 

regime we operate; then we can form joint ventures to explore.  

 “Joint development” is no easy substitute for negotiating maritime boundaries. A 

Joint Development Zone (JDZ) requires a reassuring legal regime and a level of 

trust that goes beyond what is needed in boundary negotiations. 

Little Prospect of Finding Much Oil 

The main oil basin in the South China Sea is north of Borneo, and has been tapped for decades 

by Brunei and Malaysia. Substantial discoveries were also made off Vietnam in the 1970s, which 

have since been exploited by a joint Russian-Vietnamese venture. In the rest of the South China 

Sea, only limited amounts of oil and some substantial gas fields have been found. In the 

unexplored area of the Spratly islands the sediment thickness is not sufficient to make major 

discoveries likely. Yet, although the South China Sea will never be another Persian Gulf, there 

are some areas with promising geological conditions. 

China’s continental shelf has been disappointing as far as oil is concerned, both in the South and 

East China Sea, but one significant oil and gas field has been found and exploited in the East 

China Sea (Pinghu), and a promising deep water gas discovery was made by the China National 

Offshore Oil Company (CNOOC) in the South China Sea, 150 kms south of Hainan, in 

September 2014. The most promising area in the East China Sea is in the Okinawa Trough on the 

Japanese side of the median line but in an area claimed by China on the basis of the natural 

prolongation of the continental shelf. Japan seeks to prevent Chinese exploitation of these 

resources, and international oil companies stay away. The East China Sea remains 

underexplored. 

The oil hype, both in the East and South China Seas, started in 1969 when UN reports spoke of 

huge opportunities, and the hype has continued since – often with hugely exaggerated reserve 

estimates – as one of several motives for maximizing one’s maritime territory. The truth is that 

reserves in the South China Sea could contribute only marginally to reducing China, Japan, 

Taiwan and South Korea’s huge import needs. The main key to energy security is the safety of 

navigation. 
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The East China Sea Disputes 

Taiwan, China, Korea and Japan all claim a 200 nautical mile EEZ in the East China Sea as well 

as a continental shelf. Since the distance from the Japanese islands to the Chinese coast is less 

than 400 nautical miles there is an overlap between the EEZ claims. In addition, China and 

Korea claim a continental shelf beyond 200 nautical miles out to the bottom of the Okinawa 

Trough, which is just outside the Japanese Ryukuyus. Japan insists that the median line principle 

must be followed not just for the EEZ but also for the continental shelf so there will be a single 

line. 

These claims are eminently negotiable. Japan could go for less than an equidistant line. China 

and Korea could give up much of their extended continental shelf claim. The dispute is, however, 

affected by the presence of the small Senkaku/Diaoyu islands on top of the China/Taiwan 

continental shelf. They are controlled by Japan but claimed by Taiwan and China. Japan does not 

even recognize any dispute. The solution is for Japan to concede that these islands are too small 

to generate an EEZ so they can just have a 12 nautical mile territorial sea. Then they would form 

a disputed enclave within the Taiwanese EEZ. Taiwan/China could uphold their formal claim to 

the islands without occupying them and extend their fishing agreements with Japan. 

Unfortunately, such a sensible approach is now prevented by historical struggles and a regional 

rivalry. Until these calm down no serious exploration for oil and gas is likely. Exploitation of 

offshore oil requires peace. 

The South China Sea Disputes 

The South China Sea is more complex. Instead of a conflict between two major powers there are 

disputes between one dominant power (China) and five smaller countries (the Philippines, 

Brunei, Malaysia, Indonesia, Vietnam) who try to coordinate their policies within ASEAN and 

mobilize US support. As in the East China Sea, Taiwan is also important, due to its geographical 

position and its occupation of Itu Aba (Taiping Dao), the largest of the disputed Spratlys. 

All the surrounding countries claim a 200 nautical mile EEZ from their coasts. In addition, 

Vietnam and Malaysia claim an extended continental shelf. Taiwan and China have an ill-

defined claim to the whole area within a nine-dashed line on their maps, covering some 80 per 

cent of the South China Sea. Chinese legal specialists define this as a claim to “historic rights,” a 

notion running counter to the legal principle that land commands the sea: Sovereignty to land is 

historically constituted; sovereign rights at sea are derived from distance from land. Oil 

companies should impress on Taipei and Beijing the need to conform their Chinese claim to the 

principles of international law: The nine-dashed line must be reconciled with UNCLOS. 

Island Disputes and the Way Forward 

The South China Sea has many “Senkaku/Diaoyus”: The Paracels are controlled by China but 

claimed by Vietnam. Scarborough Shoal is claimed by China, Taiwan and the Philippines; China 

took control of it in a standoff with the Philippines in 2012. Vietnam, the Philippines, Malaysia, 

China and Taiwan all occupy some of the hugely scattered Spratlys, some of which are now 

being built into artificial islands. 

The way forward is the same in both seas. It is not recommended to begin by resolving 

sovereignty to islands. As long as it remains unclear if they can generate an EEZ of their own, 
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the stakes are too high to permit a voluntary solution. The way forward starts from the opposite 

end and seeks to reduce the disputed areas. From a peace and oil perspective the best scenario is: 

 China clarifies that its nine-dashed line is just a claim to the islands inside it and 

their maritime zones (in conformity with UNCLOS). 

 All agree that the Senkaku/Diaoyu, Paracels, Scarborough Shoal and Spratlys are 

too small to generate more than a 12 nautical mile territorial sea. 

 Maritime boundaries are negotiated for the rest of the East and South China Seas, 

based on distance from land (with consideration for the natural extension of the 

continental shelf). 

 The territorial seas of the disputed islands are subjected to a regional agreement 

on resource management and environmental protection.  

This will allow for peace and oil exploration, but does require policy shifts both in Tokyo, 

Beijing, and Taipei. Japan must give up its claim to an EEZ around the Senkakus/Diaoyu, and 

China its claim to historic rights around the Spratlys. Both countries will have much to gain in 

national security and also enhance their energy security (mainly because of more secure shipping 

lanes). 

Is Joint Development an Alternative? 

When governments fail to reach agreement on their boundaries and are eager to explore for oil, 

they sometimes set up a JDZ in the disputed area. This has been done by Malaysia, Vietnam and 

Thailand in the Gulf of Thailand and by Japan and Korea in the northern East China Sea (Sea of 

Japan). The Korean-Japanese JDZ is a huge zone situated entirely on the Japanese side of the 

median line; it thus represents some Japanese generosity (but it encompasses areas claimed by 

China, and no recoverable oil or gas has been found). Both in the Gulf of Thailand and between 

Japan and Korea, the JDZs have prevented further progress with boundary delimitation. 

In 2008, China and Japan also agreed in principle on joint development but found it difficult to 

agree on an appropriate area. Japan refused a Chinese proposal to jointly develop an area near 

the Senkakus/Diaoyu but agreed to an area further north that was mostly on the Japanese side of 

the median line and close to existing gas fields on the Chinese side. The agreement faltered when 

Japan protested against Chinese “capture” of the joint resources through operations just outside 

the agreed area. This failure may have been related to China’s preparations for submitting its 

extended continental shelf claim. Both China and South Korea submitted such claims to the UN 

in December 2012. 

China has long advocated joint development also in the South China Sea, and in 2005 it agreed 

with the Philippines to set up a Joint Maritime Seismic Undertaking (JMSU) in an area close to 

the Philippines, which Vietnam also joined. In 2008, however, the JMSU was not renewed when 

politicians in Manila discovered some shady dealings behind its establishment. 

These failures tend to show that JDZs do not in general provide a recommendable alternative to 

maritime delimitation, except when states have narrowed down the disputed area between them 

to a clearly defined area, which they agree to keep as disputed. A JDZ requires agreement on 

exactly what is disputed, and this may be just as difficult as to settle national boundaries.  
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7. Hydrocarbons in the Eastern Mediterranean: Agent of Conflict or 

Platform for Cooperation? Harry Tzimitras, PRIO Cyprus Centre 

The discovery of hydrocarbons in the Eastern Mediterranean offshore Cyprus came at a crucial 

time for the whole region and holds the potential of being a game changer. It is a significant 

development of strategic, political, economic and social importance, not only affecting the 

parties involved and the region as a whole, but also third major geopolitical actors. The 

hydrocarbons issue surfaced at a time of both economic and political crisis for Cyprus and its 

European family framework and at a time of great regional uncertainty following the Arab 

Spring and the tension in Israeli-Turkish relations. Thus, the handling of development of 

hydrocarbons can become equally an opportunity and a challenge.  

The Setting: Regional Developments and International Realities 

In the Eastern Mediterranean gas was discovered in Israeli waters in 2010 and there are prospects 

of large gas reserves near Cyprus. The discovery of natural gas in the area is changing the 

geopolitics and economics of the region. The rush to explore these hydrocarbon resources has 

aggravated tensions between the two Cypriot communities and triggered maritime disputes 

between Cyprus and Turkey on the one hand, and Israel and Lebanon on the other. The regional 

exploration context though, in particular the political realities, is wider and includes 

developments in and between other countries and institutions in the region: Greece, Turkey, 

Israel, Lebanon, Egypt, Syria, and the EU. It also includes the regional interests and perhaps 

antagonisms of other powers.  

Schematically, the parameters of the equation include: Turkey-EU relations; Greek-Turkish 

relations; Turkish-Israeli relations; relations between Turkey and other states in the region; and 

states that become stakeholders through national companies operating in the Eastern 

Mediterranean. Thus, for instance, Greek actions might have a spill-over effect; Turkey might 

react spasmodically to actions it perceives as strangling or suffocating it, like a past initiative 

regarding a common Greece-Republic of Cyprus EEZ. At the same time, both politically and 

legally speaking, the EU as well as EU-Turkey relations come into play in various ways. The 

Republic of Cyprus (RoC) EEZ is part of the proposed EU EEZ; or drawbacks in Turkey’s EU 

vocation would also be expected to influence its behavior and willingness to cooperate. In such 

an eventuality, for instance, the RoC and Greece would stand to lose much of a perceived or 

actual leverage vis-à-vis Turkey.  

At the same time, political instability in the wider Middle East and the considerable challenges it 

poses for the foreign policies of all countries in the region and, especially in the case of Turkey, 

might render it more difficult for the Cyprus issue to be prioritized or indeed command any real 

interest on the part of Turkey. To the same effect, domestic turbulence in Turkey and initiatives 

on other fronts (e.g., the Kurdish and Alevi issues) are not conducive to a prioritization of the 

Cyprus issue. Finally, there is great speculation regarding Turkish-Israeli relations. The recent 

rapprochement between the two countries and the role that potential cooperation in energy 

matters has played to this end, introduce an important parameter to be taken into consideration. 

There is even intense speculation regarding the construction of a direct pipeline between Israel 

and Turkey. This would greatly impact on expected cooperation between the RoC and Israel. The 

ROC is hoping to pool Israeli gas with its own supply in order to justify the construction of an 
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LNG facility. To date, however, no country has relied on an LNG plant outside their own 

territory to process gas. 

On the other hand, developments in the Republic of Cyprus and in particular the economic crisis 

dramatically affect the issue in its substance and perception. Thus, the dire financial situation the 

RoC finds itself in at the moment means that pragmatism regarding the different options for 

hydrocarbon extraction and processing needs to prevail, with the prioritization of financially and 

temporally expedient solutions that might involve cooperation with other neighboring states. 

This is something that Cyprus’ lenders would seem to be keen on, as attested to by the fact that 

the Troika had declined to accept the RoC’s calculations on gas revenues.  

The finding of hydrocarbons in the area then has both exacerbated existing tensions and could 

potentially hold the key to cooperation in preventing the escalation and resolution of conflict. 

Thus, for instance, hydrocarbon findings offshore Cyprus has fuelled the conflict between the 

two communities on the island as well as between the Republic of Cyprus and Turkey. The 

exploration and exploitation of these natural resources needs to be carried out in a way that will 

contribute to the de-escalation of already existing conflicts and pave the way towards their 

solution. At the same time, hydrocarbons have already contributed to new regional cooperation 

and have indirectly facilitated a diffusion of other crises. Accordingly, an agreement was signed 

between Israel, Greece and the Republic of Cyprus regarding cooperation in the field of energy 

in August 2013. Historical rivals Greece and Turkey will collaborate as two key transit states in 

building the Trans Adriatic pipeline (TAP), which will carry Caspian gas from the Turkish 

border across Greece and via Albania to Italy.  

The prospect of cooperation in oil and gas exploration and exploitation in the Eastern 

Mediterranean also played a key role in the recent rapprochement between Turkey and Israel. 

Similarly, in the case of Cyprus, collaboration on hydrocarbon issues could be a unique 

opportunity for cooperation between the two communities on the island and beyond, including 

Turkey and Israel, serving as a platform for mutually beneficial dialogue and reconciliation, 

paving the way towards a solution to the Cyprus issue. Strategic challenges and economic 

realities in the region highlight the pressing need for cooperation and hydrocarbons offer 

probably the best platform for doing so. At the same time, they can easily serve as a trigger for 

conflict if the counties involved pursue policies insensitive to regional realities. There is a 

pressing need to map out the benefits of cooperation to all concerned, best practices in 

hydrocarbon development and the tangible dangers from pursuing unilateral hydrocarbon 

strategies. This will contribute to an informed public dialogue on the subject as the first step 

towards the formulation of sound policies.  

Political Positions 

Despite continuing protests from Turkey and the Turkish Cypriots, the RoC is continuing to 

pursue hydrocarbon development plans in the waters south of Cyprus. The Turkish Cypriots, 

with support from Turkey, have been taking steps towards conducting their own exploration in 

Cyprus’ waters. However, they have also put forward a proposal that calls for all hydrocarbon 

exploration activities offshore Cyprus be suspended or else conducted under a bi-communal joint 

authority under the auspices of the UN. The Greek Cypriot side is refusing to consider this 

proposal on the grounds that, as things stand, the RoC has a sovereign right to explore and 

exploit the natural resources in its exclusive economic zone, a fact that is recognized by the 
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international community, and that the exercise of this right is not a bi-communal issue for 

negotiation with the Turkish Cypriots. The said Turkish Cypriot-Turkish proposal also includes a 

suggestion to export the natural gas to be extracted offshore Cyprus via a pipeline to Turkey and 

from there to European markets. While the present RoC government rules out such a prospect 

until after the settlement of the Cyprus problem, there are apparently signs that the RoC 

President is not ruling out completely the idea of piping Cypriot gas to Turkey.  

In a communication to the UN Security Council concerning the UNFICYP, Secretary-General 

Ban Ki-mun outlined the organization’s position. He expressed concern about the continuing 

“[t]ensions and rhetoric in and around Cyprus related to the exploitation of natural resources” 

and noted that: “It is important to ensure that any new-found wealth, which belongs to all 

Cypriots, will benefit both communities. Developments during the reporting period have only 

served to confirm my view that the discovery constitutes a strong incentive for all parties to find 

a durable solution to the Cyprus problem. It is my hope that it may engender a deeper 

cooperation for the benefit of all stakeholders in the region.” 

Economic Significance of the Natural Gas Finds 

The gas discovery off Cyprus is a positive development given that currently the island as a whole 

is almost completely dependent on oil imports for its energy needs. It is estimated that the gas 

discovered in block 12 alone is enough to meet Cyprus’ energy consumption for over a century. 

Also, gas that is not domestically consumed can be exported. A PRIO Cyprus Centre report 

published in February 2013 estimates that block 12 gas could generate, over a 25-year supply 

period, somewhere between 50-70 billion dollars in revenue, depending on the export method 

employed. Such a sum of money obviously means a huge boon for the island considering that it 

is more than double the combined GDPs of the Greek Cypriots and Turkish Cypriots, and given 

the current desperate state of the economies on both sides: the Greek Cypriots compelled to sign 

a 10 billion euro bail-out agreement with international creditors and the Turkish Cypriots unable 

to survive without Turkey’s financial support. 

Should the Revenue be Shared? 

There is one thing on which everybody—the Greek Cypriots, Turkish Cypriots, Turkey and the 

international community—seem to be in agreement on: the natural resources of the island belong 

to all Cypriots. However, agreement ends there. The Greek Cypriots maintain that any sharing of 

the revenues from natural resources can come only after a solution. The Turkish Cypriots and 

Turkey argue that not only are the island’s natural resources jointly owned, but so is the right to 

explore and exploit them. Thus they ask, as they did in the proposal submitted to the UN, that 

either all exploration activity be suspended until after the island’s reunification or else the two 

sides should carry out any such activity under the authority of a provisional bi-communal body 

which will also decide about how the two sides will share the revenues. The international 

community, which supports the RoC’s—i.e., at present the Greek Cypriots’—right to explore 

and exploit the island’s natural resources, has nevertheless, made it clear that all eventual 

earnings should be shared. This was emphasized in the report of the UN Secretary-General to the 

Security Council dated 7 January 2013. “It is important”, he wrote, “to ensure that any new-

found wealth, which belongs to all Cypriots, will benefit both communities.” 
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Can the Hydrocarbons Help to Bring the Two Sides Together? 

Notwithstanding the serious political differences, the Greek Cypriot discovery of significant 

natural gas deposits led many people to talk about the possibility of these valuable reserves 

expediting a solution in Cyprus. Not just any solution, of course, but an enduring one that will 

unite the island by bringing the Cypriots communities together under the roof of a common 

federal government.  

One idea is that prospects of natural gas extraction offer strong incentives for the two Cypriot 

sides to seek cooperation. Cooperation on as vital an issue as this should also help to build trust 

between them which would in turn ease the way towards a solution. Such cooperation, as one 

expert described it, is the “mother of all confidence building measures.” The Greek Cypriots and 

Turkish Cypriots stand to gain here because an environment of cooperation rather than dispute 

implies geopolitical stability which would make Cyprus a more attractive place for investment 

on the part of oil and gas companies, hence enabling Cyprus to negotiate more profitable 

contracts with them. So there is here, for the Turkish Cypriots, the incentive of receiving their 

share of the wealth to be made and, for the Greek Cypriots, more revenue than would be likely 

without cooperation. Moreover, it would be possible to export the gas to Turkey via a pipeline. 

Experts confirm that this is the cheapest, quickest and most profitable way of monetizing the 

Cyprus gas. Thus not only would Turkey be there as a ready market; it would also be possible for 

the Cyprus gas to reach the European market via the prospective transit pipelines already planned 

to carry Caspian gas through Turkey to Europe. Turkey, which is hungry for energy, would only 

welcome such a development.  

Unless a settlement is reached first, these prospects seem challenged. For, pending a solution of 

the Cyprus problem, the hydrocarbons controversy appears to have fuelled the two sides’ more 

fundamental disagreements. The Greek Cypriots and Turkish Cypriots are still strongly adhering 

to their positions and their preoccupation with defending these entrenched positions is essentially 

what informs their stances vis-à-vis the hydrocarbons issue. In other words, the hydrocarbon 

controversy is perceived by both sides as yet another episode of the fundamental conflict of 

principle between them and hence has already turned into “a zero-sum game.”  

The conclusion seems to be that there needs to be a solution first. For this, the two sides will 

need to compromise on their fundamental positions. Can they be persuaded to do that? 

Hydrocarbon finds can perhaps be used to drive the parties towards a compromise because only 

in the event of a solution will there be circumstances making cooperation possible and hence 

enabling everybody fully to benefit from these resources. The incentives are all there. 
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8. The Partitioned Neutral Zone between Saudi Arabia and Kuwait: An 

Example of Shared Development, Kristian Coates Ulrichsen, James A. 

Baker III Institute for Public Policy, Rice University 

This section provides an overview of the onshore and offshore development of the Partitioned 

Neutral Zone by national and international oil companies working in cooperation with each other 

and with the governments of Saudi Arabia and Kuwait. It describes the evolution of the system 

of joint development of the Neutral Zone (as it was prior to its demarcation and equal partition in 

1965). From its creation by the British as a compromise buffer zone on either side of a dispute 

boundary line, the Neutral Zone has catalyzed joint development efforts in the vicinity of the 

border between Saudi Arabia and Kuwait. This was in striking contrast with other examples of 

uncertain resource ownership on the Arabian Peninsula, such as those between Iraq and Kuwait, 

and between Saudi Arabia and the United Arab Emirates.  

Origins of the Neutral Zone  

In 1922 a boundary conference was organized by the British to settle the borders of the newly-

created state of Iraq, the British protectorate of Kuwait, and the rising regional power of Nejd, 

which Abdulaziz Al-Saud was in the process of unifying into Saudi Arabia. As agreement could 

not be reached among the three protagonists, Sir Percy Cox, Britain’s High Commissioner in 

Iraq, delineated two Neutral Zones.
12

 The first was located inland and was shared between Iraq 

and Nejd (later Saudi Arabia); it was eventually divided equally in 1980. The second Neutral 

Zone lay along the coastline of the Gulf and was shared between Nejd/Saudi Arabia and Kuwait. 

It consisted of an onshore and an offshore component and the former was divided equally 

between Kuwait and Saudi Arabia in 1965 while agreement was reached in July 2000 over the 

maritime limits of the offshore zone.
13

  

Unlike its Saudi-Iraqi counterpart, ownership of the Saudi-Kuwaiti Neutral Zone was 

complicated by the discovery of oil in the 1930s and the subsequent award of oilfield 

concessions to international companies in the 1940s and 1960s. Officials in Kuwait and Saudi 

Arabia granted separate concessionaire agreements to American oil companies operating in their 

respective halves of the Neutral Zone. In Kuwait, a consortium of small oil companies called the 

American Independent Oil Company (Aminoil) signed the concession agreement in 1948 while a 

year later the Pacific Western Oil Corporation (later the Getty Oil Company and now part of 

Chevron/Texaco) did the same in Saudi Arabia. Under the terms of the concessions, both 

companies assumed responsibility for producing oil and paying royalties to the respective 

governments of Kuwait and Saudi Arabia. The two countries jointly awarded an offshore 

concession to the Japanese-owned Arabian Oil Company, which discovered oil in 1960 and ran 

the concession until 2000.
14
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Cooperation in Development  

The noteworthy feature of the Kuwait-Saudi Arabia Neutral Zone is that its joint development 

was not initially the result of bilateral state-to-state cooperation. Rather, it was the concession-

holders – both American companies at first – which initiated the joint operations in the zone, 

laying down a model of collaboration that has outlasted the companies’ replacement by national 

oil companies from the 1970s onward. Thus, Aminoil and the Pacific Western Oil Corporation 

signed an agreement on joint drilling in June 1956 and a more expansive Joint Operating 

Agreement in February 1960. This latter agreement established a coordinated program of 

exploitation in the Neutral Zone supervised by a Joint Operating Committee, five years before 

the Neutral Zone was partitioned equally between Saudi Arabia and Kuwait in 1965. Under the 

Partition Agreement, the two countries set up a joint permanent committee to act as a 

consultative body to ensure continued cooperation in regard to the issuing of operating licenses, 

concessions, and contracts within what was now termed the Partitioned Neutral Zone (PNZ). 

These measures facilitated and routinized the principle of equal division and joint exploration of 

hydrocarbon resources by Saudi Arabia and Kuwait.
15

  

The structure of the concessions has changed over time but the basic system of management has 

not. Aminoil was subsumed in 1977 as part of the nationalization of the Kuwait Oil Company 

although Chevron was later brought in to develop Kuwait’s onshore interests alongside the 

Kuwait Petroleum Corporation (following its creation in 1980). As Chevron also continues to 

operate in the Saudi portion of the zone under its 60-year (Getty-era) concession that was 

renewed in 2008, it maintains the cooperative nature of joint development in the PNZ. Similar 

dynamics have continued in the offshore zone; the Arabian Oil Company operated both the Saudi 

and Kuwaiti concessions until they expired in 2000 and 2002 respectively, whereupon control 

was transferred to the Aramco Gulf Operations Company (AOGC) and the Kuwait Gulf Oil 

Company (KGOC – a newly-created subsidiary of the Kuwait Petroleum Corporation). AOGC 

and KGOC then set up a joint operating company of their own – Al-Khafji Joint Operations 

Company (KJO) to manage offshore production in the PNZ.
16

  

Tensions Elsewhere  

The model of joint cooperation in delineating and exploiting the resources of the Neutral Zone 

stands out in the wider regional context. It notably has not extended to the continental shelf of 

the Persian Gulf, where Kuwait and Saudi Arabia remain locked in dispute with Iran over the 

trilateral boundaries of the Dorra gas field. Moreover, two other border zones with oil reserves 

straddling national boundaries illustrate the tensions that are very remarkably absent from the 

Saudi-Kuwaiti PNZ. Although the Saudi border with the United Arab Emirates was settled in 

1974, in the late-1990s Saudi development of the Shaybah oilfield in the border area triggered 

significant dissatisfaction in Abu Dhabi and (unheeded) calls for a sharing arrangement to be 

worked out.
17

 Rather less amicably, Iraqi President Saddam Hussein based his territorial 

aggression against Kuwait on unfounded allegations that Kuwait was violating Iraqi sovereignty 
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by slant-drilling into the Iraqi side of the Rumaylah oilfield, which straddled the border, in 

addition to laying claim to the field in its entirety.
18

 

Seen as a zero-sum game where one side’s gain was another side’s loss, in each of the Saudi-

Emirati and Iraqi-Kuwaiti cases, the presence of oilfields in the border area increased inter-state 

tension as development by one participant was felt to be unfair by the other. In contrast, the 

success of the PNZ lies not merely in avoiding such friction but also in evolving joint 

mechanisms to adapt to changing political parameters over time. From its British origins through 

the joint administration of foreign oil companies to the present combination of national and 

international participants, the comparatively smooth operation of the PNZ builds upon decades 

of mutual trust and reciprocal collaboration in the exploitation of a shared economic resource.  
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9. Oil and Gas in the Caucasus: The Failure to Provide a Stimulus for 

Conflict Resolution, Pavel Baev, PRIO 

It was the collapse of the USSR in 1991 that shaped the new contours of the historically 

contested region of the Caucasus and turned it into a unique interplay of various conflicts. Every 

border in this ethnically complex region divided one or another ethnic group and was an 

embodiment of a historical injustice. In this region, three new states (Armenia, Azerbaijan and 

Georgia) emerged and interacted with ambitious regional powers (Iran, Russia and Turkey). 

Military coups and conflict have shaken every political actor in the Caucasus; successful 

secessions have left three quasi-states on its map; radicalized insurgencies in the northern 

Caucasus have expanded to include terrorist attacks not only in Moscow or Volgograd, but also 

in Boston. The production of hydrocarbons, which has been a feature of this region since the oil 

boom around Baku in the late XIX century, has had a strong impact on the trajectories of most 

Caucasian conflicts, often adding fuel to their dynamics but sometimes preventing their 

escalation and producing the phenomenon of “frozen conflicts.”
19

 

This case study presents an example of how the possibilities offered by hydrocarbon 

development failed to provide an incentive for conflict resolution. In the case of Azerbaijan, the 

complex dynamics of the Nagorno Karabakh conflict, rooted in a historical ethnic dispute 

between Azeris and Armenians, combined with the interfering role of Russia, striving to re-assert 

its influence in the Caucasus, undermined any possibility of building a “peace pipeline.” While 

in the case of Georgia, exaggerated perceptions of its geopolitical importance as a key energy 

transit country, led the political leadership to launch a risky military offensive against the 

separatist region of South Ossetia.  

Armenia, Azerbaijan and Nagorno Karabakh 

Violent unrest in the Armenian-populated region of Nagorno Karabakh, which is controlled by 

ethnic Armenians but legally part of Azerbaijan, started in the late 1980s and escalated with the 

collapse of the USSR into a series of military operations and ethnic cleansing. The conflict was 

brought to an end with the cease-fire agreement of May 1994. Armenia and Azerbaijan remain 

locked in a hostile confrontation, which has not been mitigated by the sustained efforts of the 

OSCE-led peace process (so-called “Minsk group”). Armed clashes often happen along the 

cease-fire line, for which no mechanism of effective monitoring has been built, so the probability 

of a new eruption of hostilities is estimated to be dangerously high.
20

  

What makes this well-researched conflict relevant for this study is the massive increase of oil 

and natural gas production in Azerbaijan since the mid-2000s, which has profoundly changed the 

geopolitical situation in the region. For the international oil majors (primarily BP and Statoil), 

the decision on investing in large-scale projects in Azerbaijan involved high risks. Between1991-

94, Azerbaijan was in a chronic state of political turmoil. It was engaged in a war with Armenian 

separatists in Nagorno Karabakh for control over the region and was home to nearly one million 
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refugees. Nevertheless, with its substantial oil reserves and existing production, Azerbaijan was a 

very attractive prospect and companies were prepared to take those risks.  

But attempts to use hydrocarbon development in Azerbaijan, which had strong political support 

from the US, as an instrument for conflict resolution in the South Caucasus have not yielded 

tangible results. The Azeri government was determined to develop an export route which was 

independent of Russian control in order to prevent Moscow from having any political leverage. 

A pipeline route through Iran was problematic due to the involvement of Western energy 

companies and political tensions between Baku and Tehran. Turkey, with US government 

support, was lobbying for a “peace pipeline” running from Baku thru Armenian territory and 

onto Turkey; but the Azeri leadership was strongly opposed to transporting its oil exports 

through “enemy territory.”
21

 The reconciliation effort with Armenia never progressed due to the 

escalating conflict in Nagorno Karabakh, and following the fall of the Kelbajar region to 

Armenian forces in 1993, Turkey closed its borders with Armenia.
22

 

The Baku-Tbilisi-Ceyhan (BTC) pipeline, which runs from Azerbaijan via Georgia to Turkey, 

was inaugurated in 2005 and has had only a few interruptions in transporting Azeri oil to 

international markets. The parallel Baku-Tbilisi-Erzurum (BTE) gas pipeline, launched in 2006, 

was built to transport Azeri gas to Turkey. Cooperation on Azeri gas exports, for which Turkey 

is a major consumer, further strengthened strategic relations between Azerbaijan and Turkey and 

cemented Armenia’s de-facto isolation and left it no other option than to cultivate an alliance 

with Russia and rely on its security guarantees.
23

 

The deepening political and energy ties between Azerbaijan and Turkey has had the negative 

effect of precluding any possibilities of normalization of relations between Turkey and Armenia. 

The initiative of US President Barack Obama in 2009 to promote rapprochement between 

Armenia and Turkey was effectively derailed by Azerbaijan (de Waal, 2010). For Azerbaijan the 

possibility of Turkey normalizing relations with Armenia before a settlement of the Nagorno 

Karabakh problem was unacceptable.
24

  

Another major impact of oil and gas development has been the substantial increase in Azeri 

budget revenues. Azerbaijan’s international partners provided considerable external advice on 

best practices in utilizing hydrocarbon revenues, including setting up a sovereign wealth fund. 

According to international monitoring groups, however, corruption and embezzlement in 

Azerbaijan have flourished.
25

 In the 2013 Corruption Perception Index Azerbaijan is ranked in 

the 127-135 group (together with Russia). Azerbaijan’s president Ilham Aliyev maintains control 
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over the State Oil Fund, directing the financial flows toward prestige endeavors, such as 

“beautification” of Baku.  

Azeri military expenditures have risen sharply, and the government’s ambitious efforts to build 

the army’s combat capabilities underpins the aggressive political discourse regarding winning 

back the occupied territories.
26

 The development of oil and gas resources has facilitated 

Azerbaijan’s transformation into a despotic petro-state; the political leadership is aware of the 

stakes in preserving stability, but is increasingly inclined to disregard the risks of provoking a 

new war. 

Georgia, Russia and the Quasi-States of Abkhazia and South Ossetia 

Of all the post-Soviet states, Georgia has suffered the most from domestic and internationalized 

violent conflicts and experienced the deepest economic decline in the mid-1990s. It has no 

reserves of hydrocarbons but the development of oil and gas projects in Azerbaijan has had a 

significant impact on the evolution of conflicts in Georgia. Firstly, development of the export 

corridor, from Baku through Georgia and onto Turkey, has helped to establish close ties between 

Georgia and Azerbaijan. This partnership withstood the challenge of the “Rose Revolution” in 

Tbilisi in late 2003, which put Georgia in the vanguard of the struggle for democratic reforms 

aimed at overthrowing despotic regimes, like the one in Azerbaijan (Tsereteli, 2013). 

Secondly, the reliable import of oil and gas from Azerbaijan made it possible for Georgia to 

discontinue energy relations with Russia and to significantly improve the stability of electricity 

supply, which had been affected by Russian cuts and sanctions. Denied the opportunity to use 

energy as an instrument of foreign policy, Moscow expanded its support for the break-away 

Georgian provinces of Abkhazia and South Ossetia, seeking to increase pressure on the openly 

pro-Western Georgia. These tensions strengthened yet another impact of oil and gas projects on 

the dynamics of the conflicts. The new Georgian leadership developed exaggerated perceptions 

of the geopolitical importance of the energy corridor and unrealistic expectations of US support 

in case of an eruption of hostilities. Those miscalculations paved the way for the August 2008 

war in which Georgia sought to re-take the separatist region of South Ossetia. Russia, which 

openly backed the separatists, might have prime responsibility for the military conflict, but 

Georgia also made mistakes. It is useful to point out here that Moscow, while guilty in using 

excessive force, took care not to damage the BTC pipeline, despite predictions by Western 

experts.
27

  

Overall, the development of hydrocarbon resources in the Caucasus has helped to stabilize the 

domestic situation in Azerbaijan, to create a strong partnership between Azerbaijan and Georgia, 

to deny Russia opportunities to use energy supplies as a pressure lever, and to engage Turkey in 

regional affairs. On the negative side, the inflow of petro-revenues has empowered the despotic 

regime in Azerbaijan and encouraged it to build military capabilities for winning back the 

occupied territory of Nagorno Karabakh. 
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10. Hydrocarbons: An Enabler for Turkish-Iraqi Kurdish Reconciliation, 

Laura Le Cornu, Strata Insight energy policy advisory 

In May 2014, Iraqi Kurdistan sent its first shipment of crude oil via a pipeline across Turkish 

territory, bypassing Iraqi state authority, to international markets, cementing a new energy 

partnership with its northern neighbor. Soon after launching the new pipeline, which links into 

the existing Kirkuk-Ceyhan line, the Kurdish Regional Government (KRG) and Turkey signed a 

50-year deal to export Kurdish oil to Turkey. Following decades of tension and political conflict, 

the opportunities for cooperation provided by hydrocarbon development have been a powerful 

driver for the recent reconciliation between Turkey and the Kurdish region of Iraq (KRI).  

Turkey and Iraqi Kurdistan: A Troubled Past 

There was almost no contact between Turkey and Iraqi Kurds, who along with the Kurds in 

Syria, were originally part of the Ottoman Empire. The first time Turkey confronted the Iraqi 

Kurdish issue occurred in 1991 following the Kurdish uprising against Saddam Hussein which 

led to a mass exodus of Kurds across the Turkish border. Ankara’s policy toward Iraqi Kurdistan 

has been to a great extent driven by the dynamics of the Kurdistan Workers’ Party (PKK)-led 

insurgency on its own territory. Turkey’s Kurds comprise approximately 20% of the population. 

The PKK, which has Marxist-Leninist roots, was formed in the late 1970s and launched an 

armed struggle against the Turkish government in 1984, calling for an independent Kurdish state 

in Turkey’s southeast. More than 40,000 people have died in the 30-year war.  

After the First Gulf war, Turkey was greatly concerned that an autonomous northern Iraq – 

which had become a safe haven for the PKK – would be established.
28

 Turkish armed forces 

launched incursions into Northern Iraq in pursuit of the PKK in the 1990s.
29

 After the US 

military operation in Iraq in March 2003, Turkey feared that the emergence of an independent 

Kurdish state in Iraq would further fuel secessionism in its own Kurdish-populated regions. 

Between 2003 and early 2006, the Turkish government boycotted the KRG in Erbil and dealt 

exclusively with Baghdad.
30

 Relations were further undermined when, in response to an upsurge 

in PKK activity in Turkey beginning in 2007, the Turkish army carried out military operations in 

northern Iraq against PKK rebel bases.  

How did Hydrocarbons Help to Facilitate Cooperation?  

The incentives for both parties to cooperate on energy matters are compelling. Turkey, for its 

part, is seeking to diversify away from dependency on Iran and Russia.
31

 Northern Iraq offers a 

close and relatively cheap new source of oil and gas supply for Turkey’s rapidly growing 
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economy. Moreover, Turkey seeks to enhance its strategic role as a transit country for oil and gas 

exports from the Middle East to Europe. While for the KRI, which is landlocked and in dispute 

with authorities in Baghdad over payment issues, Turkey could provide a close, large market and 

a viable energy corridor to Europe. Moreover, energy partnership with Turkey offers the KRI a 

means to strengthen its economic and political independence from Baghdad.  

In the post-2003 period, Turkish energy firms, construction companies, banks, and consumer 

goods producers moved quickly to invest and trade in the KRI, benefitting from proximity and 

the relative stability in the region. Currently, Iraq is one of Turkey’s largest trading partners, and 

exports to the KRI make up the bulk of that trade. Turkish trade with Iraq climbed to a record 

$12 billion in 2013, ranking second only to Germany.
32

 Turkish energy firms were among the 

first to sign deals with the KRG. A Turkish-British joint venture, Genel Energy, is the largest 

producer in the region. Prior to commencement of the new pipeline to Turkey, the company 

transported small volumes of crude oil by truck across the Turkish border, bypassing Iraq’s 

federal pipeline system. The Turkish-Iraqi Kurdish partnership has expanded to also include 

cooperation on natural gas. Last November, Turkey signed a multi-billion dollar energy package 

with the KRG. Under the agreement, Turkey will be able to import 20 bcm per year of Kurdish 

gas through a new pipeline to be built via Turkey; the gas flow is likely to start by early 2017. 

The agreement also confirms Turkey’s partnership in 13 new exploration blocks in the region.
33

 

Alignment of Political Interests 

Close economic and energy cooperation is opening the way for an alignment of political interests 

between Ankara and Erbil. Since 2007, there has been a significant improvement in political ties. 

Turkey has accepted Iraqi Kurdish autonomy and commenced official ties; a Turkish consulate 

was opened in Erbil by Turkish Foreign Minister Ahmet Davutoglu in 2010. A year later Turkish 

Prime Minister Recep Tayyip Erdogan visited Erbil, becoming the first Turkish head of state to 

visit the Kurdish capital. For their part, the KRG has assisted Turkey in its campaign against the 

PKK. During a visit to Ankara in 2010, KRG President Masoud Barzani pledged to help stop 

PKK violence.
34

 Moreover, the Kurdish leader has helped alleviate Turkish concerns about 

Syrian Kurds affiliated with the PKK by extracting a commitment to their support for the PKK.
35

  

Not only has economic cooperation opened the way for political reconciliation between Erbil and 

Ankara, it has also provided momentum to the peace process for Turkey’s domestic Kurdish 

problem. In March 2013, jailed PKK leader Abdullah Ocalan called for a ceasefire and urged 

PKK fighters to withdraw from Turkey. The peace process has received strong endorsement 
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from the Iraqi Kurdish political leadership. Shortly after the ceasefire announcement, KRG 

Prime Minister Nechirvan Barzani pledged full support for the peace process. “We support this 

process. We are ready to play every role reserved for us,” he said. 
36

 

Role of Other Factors 

While the energy issue clearly played a pivotal role in the normalization of Turkish-Iraqi Kurdish 

relations, a number of other factors are significant. The reconciliation between Ankara and Erbil 

must be seen against the backdrop of the civil war in Syria, sectarianization in Iraq, and Turkey’s 

own Kurdish problem.  

Firstly, Turkey increasingly views the KRG as a key partner in its efforts to reconcile with its 

own Kurdish population and ensure that the PKK ceasefire holds. Unlike its predecessors, the 

Justice and Development Party (AKP)-led government has taken a less confrontational approach 

to its own Kurdish population, introducing reforms allowing broader use of the Kurdish language 

and initiating peace talks with the PKK. Turkish Prime Minister Erdogan, who is widely 

expected to be his party’s candidate in the country’s first presidential contest by popular vote in 

August, is courting the Kurdish vote with the promise of a constitutional solution for the Kurdish 

problem. In the event that he runs, many analysts believe he will need Kurdish support to secure 

a majority of votes.  

Turkey is also hoping the KRG will help to contain Syrian Kurdish secessionism. With the 

outbreak of civil war, the leading Syrian Kurdish party declared formation of an autonomous 

government and threatened to become a PKK safe haven. In 1998, Turkey almost went to war 

against Syria due to its support for the PKK under the government of Hafez al-Assad, father of 

the current Syrian president. Military confrontation was averted when the Syrian government 

agreed to expel Ocalan and stop harboring PKK militants. A sharp increase in PKK terrorist 

attacks within Turkey during the summer of 2012 led many Turkish observers to believe the 

attacks may have been supported by PKK’s Syrian affiliate. 

And finally, another factor leading to Turkey’s embrace of the KRG is the deepening tensions 

between Ankara and Baghdad. Maliki’s authoritarian style of governance, sectarian policies and 

growing partnership with Shi’ite Iran have alienated Turkey which, under the AKP-led 

government, has increasingly pursued foreign policies influenced by its Sunni identity. 

Future Obstacles 

It remains to be seen whether Turkish-Iraqi Kurdish reconciliation can withstand a number of 

acute political challenges. Most prominently, the Iraqi government insists that it alone has the 

authority to control energy exports and sign contracts with foreign companies. Baghdad has 

threatened to sue the Turkish government and Turkish state-owned pipeline operator Botas for 

facilitating the sale of crude oil from the KRI. The US, wary over the divisions between the 

central government and Erbil, has opposed any investment in hydrocarbon resources from the 

KRG until passage of a federal law on hydrocarbons. Western energy firms, however, have 

rushed to do business with the Kurds, defying warnings from Baghdad. 
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The future course of Turkish-Iraqi Kurdish relations will be influenced by the dynamics of the 

peace process with the PKK. Recent developments are not encouraging, with Turkish Kurdish 

political parties criticizing the government for dragging its feet and the outbreak of hostilities in 

June between the PKK and Turkish security forces in the southeast. Moreover, with the 

emergence of the Sunni Islamist-led insurgency in Iraq, and subsequent Kurdish seizure of 

Kirkuk, the prospect of an independent Kurdistan on Turkey’s doorstep may become a reality. It 

remains to be seen whether Ankara will give its blessing and how this would impact on Turkey’s 

delicate peace process with its own Kurdish population. 
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11. International Environmental Law Applicable to Hydrocarbons, Markus 

W. Gehring, University of Cambridge 

The 1992 Rio Declaration,
37

 in Principle 2, affirms the responsibility not to cause damage to the 

environment of other States or areas beyond the limits of national jurisdiction, and declares that 

the States have “the sovereign right to exploit their own resources pursuant to their own 

environmental and development policies.” This principle, also recognised by the ILA New Delhi 

Declaration, is particularly important for hydrocarbons,
38

 especially those shared between 

different States.  

Reviews of current scholarly literature and the terms of many international treaties raise several 

interesting points with regards to this principle. States have sovereign rights over their natural 

resources. However, these rights are not absolute. Their sovereignty is restricted by a second 

objective well recognised in international environmental law, namely, that States must not cause 

irreparable damage to the territories of other states. There are often practical challenges involved 

in demonstrating the links of ‘causality’ between an action, and irreparable damage to the global 

environment, or the environment of another state. This negative obligation (‘not to cause 

damage’), when applied to the management of shared natural resources, has evolved into a 

positive obligation, namely, ‘to ensure that natural resources are used in a sustainable manner.’ 

The importance of “protecting and managing the natural resource base of economic and social 

development” was given very high priority in the 2002 World Summit on Sustainable 

Development, as the focus of Chapter IV of the Johannesburg Plan of Implementation.
39

 As one 

example of how this principle is reflected in an international treaty on sustainable development, 

the Preamble to the 1992 UN Framework Convention on Climate Change reaffirms “the 

principle of sovereignty of States in international cooperation to address climate change,” and 

applies this concept in Article 3(4), which states “.
40

 The Parties have a right to, and should, 

promote sustainable development. Policies and measures to protect the climate system against 

human-induced change should be appropriate for the specific conditions of each Party and 

should be integrated with national development programmes, taking into account that economic 

development is essential for adopting measures to address climate change.” 

Prof. Nicholas Schrijver has commented that the rights of states in international law under the 

principle of permanent sovereignty over natural resources, bound as they are by the other 

conditions, imply the following duties: (i) to ensure that the whole people (including indigenous 

peoples and future generations), benefit from the exploitation of resources and the resulting 

national development; (ii) to have due care for the environment, which incorporates the 

customary obligation to prevent harm to areas beyond national jurisdiction, as well as the nascent 
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responsibility to manage natural resources to ensure sustainable production and 

consumption.
41

 The responsibility of States not to cause environmental damage in areas outside 

their jurisdiction is related to the obligation of all States to protect within their territory the rights 

of other States, in particular their right to integrity and inviolability in peace and war.
 
Indeed, it is 

possible that such obligations flow from “the obligation of every state not to allow its territory to 

be used for acts contrary to the rights of other States.” Furthermore, in the Lac Lanoux 

arbitration,
42

 involving the proposed diversion of an international river by an upstream state, the 

Arbitral Tribunal reaffirmed that a state has an obligation, when exercising its rights, to consider 

the interests and respect the rights of another state. This obligation was subsequently relied upon, 

and elaborated, by the Arbitral Tribunal in the Trail Smelter Case, which stated that “[u]nder the 

principles of international law [...] no state has the right to use or permit the use of territory in 

such a manner as to cause injury by fumes in or to the territory of another or of the properties or 

persons therein, when the case is of serious consequence and the injury is established by clear 

and convincing evidence.”
43

 This is often considered a rule of customary international law, as 

was recently noted by Judge Rosalyn Higgins in the Iron Rhine Arbitral Award. 

Application of the obligations implied by this principle is not unproblematic. It depends on 

certain conditions being met, something that will not always be possible. For instance, as a 

principle of international law, it is likely that the natural resources to which the principle refers 

must not be purely domestic resources. The harm must have some international, or at least 

transboundary implications. Another condition with relation to this principle is the need to be 

able to identify what is ‘sustainable use,’ and this will differ in relation to each natural resource, 

and the ‘use’ that is proposed. Other questions also flow from the specifics of application, the 

nature of the particular international natural resource and the particular intended use. What are 

the limits? When is a manner of use clearly unsustainable? When would another state be 

permitted to object? And finally, of course, should states make a commitment to ensure 

‘sustainable use,’ how to ensure that this is being done, when science is often unable to make 

accurate predictions? However, the challenges of application do not negate the value of the 

principle itself, which helps to identify the obligation, and encourage states to seek appropriate 

instruments and practices to resolve them. One way that this is attempted is through the adoption 

of a ‘sustainable management approach,’ whereby the States or managers set standards 

governing the rate of use or exploitation of specific natural resources. For example, long-term 

natural resource planning and management systems, modelling to estimate or predict ‘sustained 

yield’ or thresholds for resource collapse, and joint international monitoring systems might all be 

put in place to help meet the obligation posed by this principle. 
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12. Hydrocarbons and Climate Change, Robert K. Kaufmann, Department 

of Earth & Environment, Boston University 

Earth’s climate is changing due to the extraction, transport, and combustion of fossil fuels, which 

include oil, natural gas, and coal. Each fuel and activity emits different quantities of methane, 

carbon dioxide, and sulfur aerosols. Of these, methane and carbon dioxide warm the planet while 

sulfur aerosols cool the planet. Because of these differences, shifts among coal, oil, and natural 

gas can speed or slow changes in climate. To assess the effect of these shifts, emissions 

associated with coal, oil, and natural gas must be tracked via life cycle analysis. 

Replacing coal and/or oil with natural gas is widely believed to slow climate change. This 

conclusion is based on the rates at which these fuels emit carbon dioxide. Burning an energy unit 

of natural gas emits about 44 percent less carbon dioxide than a heat unit of coal and 33 percent 

less than a heat unit of oil. Similarly, natural gas emits little or no sulfur compared to the large 

quantities emitted by burning coal. 

Realizing these emission reductions depends on the economic and technical abilities to substitute 

natural gas for coal and/or oil. Put simply, not all fuels can be easily substituted for one-another. 

Using current technologies, most cars cannot burn natural gas instead of motor gasoline. 

Conversely, it is possible to generate electricity using coal, oil, or natural gas, and switching 

among these fuels is relatively simply for many electric power plants. 

The ability to generate electricity with a variety of fuels is especially important because 

generating electricity is among the largest sources of carbon emissions and this source is 

expected to grow. As such, replacing coal with natural gas in the electric power sector seems like 

an excellent opportunity to slow the growth of carbon emissions. In the US, replacing coal-fired 

capacity with gas-fired capacity helped this sector reduce its carbon emissions by a little more 

than 10 percent between 2010 and 2012. This reduction is largely responsible for the 6 percent 

decline in US emissions of carbon dioxide between 2010 and 2012.  

Despite these benefits, life cycle analyses of coal, oil and natural gas indicate the reduction in 

carbon emissions overstates the ability of natural gas to slow climate change. These limits are 

associated with the chemical composition of natural gas, which is largely methane. Methane is a 

greenhouse gas that warms the planet like carbon dioxide. Indeed, a molecule of methane 

absorbs about twenty one times more heat than a molecule of carbon dioxide. 

The fact that methane is a more powerful greenhouse gas than carbon dioxide means that natural 

gas can warm the planet without being burned. The US government estimates that leaks in the 

process of production, transport, and combustion represent about 4 percent of the natural gas that 

is extracted from the ground, with one estimate as high as 9 percent. These leaks, together with 

methane’s greater ability to trap heat, offset some of the benefits associated with the lower 

emission rates of carbon dioxide. On net, replacing coal with natural gas in the electric power 

sector slows warming over a one hundred year period so long as the leak rate is below 7.6 

percent.  

The reduced savings have many asking, why bother with natural gas; instead the electric power 

sector should transition to renewable fuels, such as wind and photovoltaics (PV). Yes, these fuels 

have a much smaller effect on warming than fossil fuel, and yes, their technical and economic 
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feasibility is increasing rapidly. But replacing fossil fuels with renewable sources is limited by 

the ‘intermittency’ of renewables. That is, windmills generate electricity only when the wind is 

blowing and PV generates electricity only when the sun is shining. And so, the electricity 

generated by these sources can vary greatly from day-to-day, hour-to-hour, and even minute-to-

minute. 

Intermittency poses a significant challenge for incorporating renewable fuels into the power 

system. On a second-by second basis, the amount of electricity feed into the grid must be nearly 

equal to the amount of electricity used. If the two are out of balance, the grid could crash, which 

would disrupt power to all users. 

The constant need to balance supply and demand means that the electrical grid requires 

significant amounts of ‘back-up.’ Over seconds and minutes, intermittency increases the need for 

balancing reserves, which are used to restore the balance between the supply of and demand for 

electricity. Over minutes to hours, intermittency complicates the dispatch and cycling of plants, 

which increases the need for back-up capacity. Both of these needs can be satisfied using more 

dependable generating units, such as power plants fired by fossil fuels. As a result, an unknown, 

but potentially significant portion of the emissions that are abated by renewables could be offset 

by increasing the need for backup. 

Beyond the electricity power sector, natural gas is viewed as a potential substitute for oil based 

fuels in the transportation sector, for cars, trucks, and ships. Again, natural gas would reduce 

carbon emissions by cars, trucks, and ships. But the net reduction in warming is likely smaller 

than reductions in the electric power sector in part because natural gas is replacing an oil-based 

fuel (instead of coal), which emits about 18 percent less carbon than an energy unit of coal. 

Because of these reduced savings, several estimates indicate that replacing oil with natural gas in 

the transportation sector will not slow warming, and could increase warming. Depending on the 

way in which natural gas is produced, transported and burned, outfitting ships with boilers fueled 

by natural gas could increase emissions by 5 percent while using natural gas instead of motor 

gasoline or diesel in cars and trucks would slow warming only if natural gas leak rates were 

below 1.7 and 3.8 respectively.  

Finally, natural gas carries a unique environmental hazard; it is highly explosive. Each year, 

homes explode when natural gas leaks are ignited. This danger is most pronounced when 

liquefied natural gas (LNG) is transported by ship. To move gas overseas, terminals cool natural 

gas to −162 °C (−260 °F), which converts it to a liquid, which is then loaded into special LNG 

tankers. Beyond the threat of an accident, these terminals and tankers often are cited as a target 

for terrorists. Although LNG does not explode or burn, it can be ignited if it vaporizes and mixes 

with air. To create such conditions, terrorists could attack a terminal, but terminals have security 

systems that could limit the damage. On the other hand a properly planned attack on an LNG 

tanker in a city’s harbor could kill many people and cause extensive damage. But the severity of 

this danger is uncertain; experts are divided about the ability of terrorists to ignite what is known 

as a boiling liquid expanding vapor explosion. 
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IV. Conclusion and Future Research  

This scoping study was a first stage in what we hope will be a broader, more in-depth research 

project aiming to find ways to mitigate the negative consequences of hydrocarbon development 

and promote energy cooperation among states, regions and population groups that might 

otherwise have a conflictual relationship. Regarding instruments for peace and cooperation, it is 

clear that there are both risks and opportunities. In Joint Development Zones at sea, Stein 

Tonnesson maintains that JDZs are more successful when established in conjunction with a 

boundary agreement than when they are used as an alternative to maritime delimitation. The 

experience with JDZ’s in disputed areas is mixed. Yet Tonnesson states that JDZs may be useful 

when governments have made a serious effort to resolve their boundaries but are left with a 

clearly defined residual area which both see as disputed.  

Lars Even Andersen demonstrates how instrumental North Sea agreements have been in 

influencing the development of best practices for apportionment of cross-border deposits, 

avoiding “capture.” He states that these agreements lay the foundation for a more conducive 

approach to the sustainable and efficient development of natural resources and maintaining good 

neighborly relations in areas where a maritime boundary has been agreed upon. 

While “peace pipelines” are a popular concept, there are still no clear-cut examples that 

demonstrate their effectiveness. Elai Rettig argues that the trade of resources through pipeline 

does not necessarily mean that the states involved are interdependent. In most cases where 

natural gas is traded by pipeline, neither or only one of the sides involved become dependent on 

the supply, laying the foundation for an asymmetrical relationship which can be exploited by the 

stronger side. Moreover, even when economic interdependence is established, it is questionable 

that this alone can guarantee the preservation of peace. Rettig suggests that future research could 

focus on the potential role of pipelines in maintaining and improving existing peace agreements, 

rather than mitigating on-going conflicts. While pipelines may not create peace, he argues, by 

facilitating trade of scarce and contentious resources, they can help to alleviate common security, 

economic and environmental concerns between neighboring states (e.g. the export of gas and 

water from Israel to Jordan).  

With regard to resource management and how wealth distribution can be equitably and 

effectively handled, Siri Rustad maintains that it is critical to deal with revenue-sharing early on 

to prevent segments of the population from feeling a sense of exclusion and before institutions 

are hampered by corruption. Rustad also emphasizes the importance of managing public 

expectations through social dialogue involving the local community, local government and 

energy companies. When high-value resources such as oil and gas are discovered the local 

population often develop inflated expectations about the extent of wealth they will receive. 

Social dialogue can help to defuse the potential for tension and conflict.  

Recognizing the potential environmental damage from hydrocarbon development and the fact 

that environmental harm itself (local and global level) can lead to conflict in the future, the study 

includes pieces on international environmental law and climate change. International 

environmental law addresses the obligation of states to ensure that natural resources are used in a 

sustainable manner as well as the responsibility of states not to cause environmental destruction 

in areas outside their jurisdiction. Markus W. Gehring states, however, that application of the 

obligations implied by this principle is not unproblematic, including the need to identify what is 
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“sustainable use,” which will differ in relation to each natural resource. Yet the challenges of 

application do not negate the value of the principle itself, he argues, which helps to identify the 

obligation and encourage states to seek appropriate instruments and practices to resolve them.  

Replacing coal and/or oil with natural gas is widely believed to slow climate change. Robert 

Kaufman examines this assumption with life-cycle analysis of emissions associated with coal, oil 

and natural gas. He concludes that leaks of methane, together with methane’s greater ability to 

trap heat, offset some of the benefits associated with the lower emission rates of carbon dioxide.  

Turning to the peace potential of hydrocarbon development, the research findings here point to 

several interesting possibilities. The case of Saudi Arabia and Kuwait provides a successful 

example of how the involvement of international companies from the beginning has facilitated a 

process of engagement and mutual cooperation for development of the Partitioned Neutral Zone. 

In the Caucasus, however, a unique set of historical and contemporary circumstances prohibited 

building a “peace pipeline” in the early 1990s. Military conflict between Azerbaijan and 

Armenia has not been overcome. While there are strong incentives for regional energy 

cooperation in the Eastern Mediterranean and the South and East China seas, and a good model 

has been established by China and Vietnam for the Tonkin Gulf, entrenched political disputes are 

undermining progress elsewhere. 

In the case of Iraqi Kurdistan and Turkey, however, the opportunities provided by hydrocarbon 

development have been a powerful driver for recent reconciliation between the former 

adversaries. Energy cooperation between Turkey and the KRG has resulted in political 

reconciliation and opened the way for an optimal development policy for Northern Iraq’s oil and 

gas resources. By contrast, in the Eastern Mediterranean region, due to the unresolved Cyprus 

problem, the Greek Cypriot leadership is seeking to build an expensive LNG terminal for gas 

export rather than a pipeline to Turkey – which would be a significantly cheaper and quicker 

option. In the absence of a political breakthrough between Turkey and the KRG, Iraqi Kurdistan, 

which is landlocked and in dispute with the Iraqi central government on energy issues, would 

have failed to secure viable export routes and markets for its oil. Clearly, in the case of Turkey 

and Iraqi-Kurdistan, governments, energy firms, and society have a common interest in ensuring 

that the parties collaborate on energy issues.  

Thus, it can be argued that in conflict-affected countries there is usually an alignment of interests 

amongst key stakeholders (energy firms, governments, international institutions and society), 

who all have a common interest in promoting energy cooperation between adversaries, thus 

opening the way for peaceful relations and a more optimal development strategy for hydrocarbon 

resources. But the realization of their practical aspirations is often hindered by territorial disputes 

and associated historical grievances. 

This scoping study has explored the parameters of a strongly needed research project on the 

peace potential of hydrocarbon development. The next stage should take the reflection further 

and identify what steps and decisions governments, energy companies, and international 

institutions should take to ensure that hydrocarbon development does not fuel the sort of conflict 

associated with the resource curse and, on the positive side of the equation, to consider how 

energy development may facilitate positive synergies favoring peace. This future research will 

address a number of questions, including:  
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 How can the potentially transformative outcomes of natural resource development 

be used to supplement on-going conflict resolution efforts in conflict affected 

countries/regions? 

 How can international institutions play a more effective role in ensuring these 

outcomes contribute to the peace-building process?  

 How can corporate social responsibility strategies lend substance to conflict-

resolution efforts?  

 What strategies can governments pursue to ensure that resource management and 

governance practices support conflict prevention and peacebuilding? 

 What lessons can be learned from failed attempts in other countries to utilize 

hydrocarbons as an incentive for conflict resolution?  

 What measures and policies can be pursued to ensure that the potential 

environmental costs of hydrocarbon development (local and global) do not 

become a source of conflict in the future?  


