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1. Overview
As resent as in autumn 2004 the IEA baseline projection estimated the real oil price to stay at 25 $ per barrel for several decades. Since then spot prices of energy have risen dramatically. Specifically, the oil price have varied between 80 and 100 $ per barrel through most of 2007. More importantly, also the long-term energy price projections have been increased significantly; early in 2008 a real price of 50 $ per barrel appear to be a relatively cautious long-term estimate. More than a doubling of the real long-term petroleum prices during 2005-2007 has large effects on relative prices and terms of trade. As a net petroleum exporter in present value terms, Norway faces large terms of trade gains; for given production paths, a permanent doubling of the prices of crude oil and natural gas imply that the present value of the remaining cash flow from the petroleum sector increases by about 140 percent. This price effect on the petroleum wealth will be reinforced by a rise in profitable production will rise through increased depletion from discovered oil and gas fields, as well as more intensive exploration of the North Sea shelf. 
However, the price effect on Norwegian production of oil and gas may be counteracted by stricter environmental regulations. Several promising Norwegian off-shore areas have been prohibited from explorations. Moreover, petroleum production is the sector in Norway who contributes most to CO2 emissions. There is a growing environmental pressure in favour of slowing down Norwegian oil and gas production. 
This paper presents estimates the long-term effects of plausible scenarios for energy prices and environmental regulations on the Norwegian petroleum revenues, macroeconomic performance and industry structure. 
2. Methods
The effects on the production of crude oil and natural gas, as well as petroleum revenues are derived from state-of-the-art stochastic simulation models used by the government to project petroleum reserves and production paths. These estimates are then combined with a large scale computable general equilibrium (CGE) model to estimate long-term effects on macroeconomic performance and the industry structure. 
3. Tentative qualitative results and conclusions
In addition to the effects on the petroleum sector, the effects on the industry structure include both the resource movement effect, i.e. the effects of the demand for inputs from the petroleum sector, the wealth effect, and the effects driven by changes in the relative prices. Since most of the petroleum wealth accrues to the central government, the wealth effect on the demand pattern depends on how the government responds to changes in petroleum revenues. The paper analyses two polar revenue neutral policies: changes in the tax burden or spending on health and care for the elderly. The estimated effects on the relative price structure account for both the direct impact of higher petroleum prices, as well as indirect effects due to the wage rate adjustment, which captures the sustainable real exchange rate appreciation. 
The estimated economic cost of environmental restrictions on petroleum production depends crucially on whether petroleum production is delayed or permanently reduced. Moreover, the cost of cutting production permanently is obviously positively correlated with the petroleum prices. On the other hand, the cost of slowing down the depletion of the remaining profitable reserves depends on the future petroleum prices, as highlighted in the Hotelling model of optimal resource depletion.
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