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Introduction 
 

The warming of the Arctic is happening at a 

faster rate than the global average. This 

results, for instance, in issues such as melting 

of glaciers and the Greenlandic ice cap and loss 

of sea ice1, making sea routes and natural 

resources more accessible than before, 

wildfires releasing carbon dioxide at record 

levels, and more2.  

 
1 Norwegian Polar Institute n.d. 
2 Witze 2020.  

Economic opportunities consist of exploitation 

of natural resources, i.e., Arctic mineral 

resources, which opens opportunities for oil 

and gas exploration and production and 

mining, and activities such as sea shipping and 

logistics, fishing and aquaculture, tourism, and 

various types of services.  

 

The flip side of economic opportunities, 

namely risks, range from nano to cosmic3. Risks 

should not be ignored as the Arctic region does 

not only center around the need and greed of 

monetized economies, but if a sustainable 

development of the region is to be delivered 

then the coexistence of subsistence, mixed and 

market economies in a sparsely populated 

region must be recognized and trade-offs 

prevented. Subsistence, mixed and market 

economies operate on scales ranging from 

local to global, and are embedded within a 

complexed system of institutional, 

environmental, social, and cultural contexts.4 

 

The context of Arctic economies 

3 Johannsdottir and Cook 2019.  
4 Vammen Larsen et al. 2019.  

Abstract 

The Arctic region is sparsely populated with 
specific structures of economies operating 
within certain institutional, environmental, 
social, and cultural contexts. This Brief explores 
the different types of Arctic economies and 
their context that needs to be understood if 
economic development in the region is to be 
sustainable and links it to the EU Arctic policy.  
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The Arctic economies context must be 

recognized and understood to ensure the 

sustainable development of the region. This 

has been emphasized by the Arctic Council, 

which stated that the:5 …Arctic is changing 

rapidly in ways that interact and 

fundamentally affect the region’s ecosystems 

and societies. Climate change is important, but 

it is not the only driver of rapid changes in the 

Arctic. In many contexts, social, political and 

economic drivers may be of greater importance 

than global warming. 

 

The main aspects to consider are: 67 

1. Coexistence of economies. The 

subsistence and market economies 

operate on the different end of the Arctic 

economies’ spectrum. In between are 

mixed economies, which are partly 

monetized and partly non-monetized, with 

different production factors. A mixed 

economy is closer to the origin of the 

resources than the market economy, and 

thus closer to the impacts of production 

activities.  

2. Scales of actions. Economic activities are 

carried out on spatial scales ranging from 

local to global. Subsistence economies 

most often exist on smaller local scales, 

while market economies operate in closer 

connection to the global economy.  

3. Institutional context. The institutional 

context in the Arctic is complicated, with 

institutions operating on local, regional, 

national, cross-regional, and global levels. 

The institutions include corporations, 

municipalities, tribal councils, indigenous 

associations, and reindeer herding 

cooperatives, on local scales. Meanwhile, 

the United Nations (UN), International 

Labor Organization (ILO), International 

 
5 Arctic Council 2013, p. x.  
6 Vammen Larset et al. 2019. 

Maritime Organization (IMO), and World 

Trade Organization are relevant on cross-

regional and global levels. The multi-scale 

role of these various institutions ensures 

that Arctic economies operate in 

accordance with local rules, norms and 

national legislation, as well as international 

declarations and conventions.  

4. Environmental, social, and cultural 

contexts. These domains are so 

interconnected in the Arctic that they are 

presented simultaneously. All these 

domains are collectively a part of the 

identity of Arctic inhabitants, in particular 

the Indigenous Peoples. This 

interconnectedness is evident, for 

instance, in cases of major disasters, where 

events such as oil spills with systemic 

consequences may entail an existential 

threat (cosmic risk) to the individuals and 

families on the subsistence level (nano 

risk).8  

  
Understanding the aspects of coexisting 
economies, scale of actions, the institutional 
context, and the environmental, social, and 
cultural context, forms the basis of sustainable 
economic development in the Arctic.  
 

Understanding the aspects of coexisting 
economies, scale of actions, the institutional 
context, and the environmental, social, and 
cultural context, forms the basis of 
sustainable economic development in the 
Arctic.  

 

Subsistence, mixed and market 

economies 

 
There is a wish for economic development in 

the Arctic in relation to climate change and the 

region's marine and vast hydrocarbon 

7 Heininen et al. 2017. 
8 Johannsdottir and Cook 2019. 
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resources, the potential for shorter shipping 

routes, tourism, and more, serving local and 

global economies. This requires an 

understanding of different types of economies, 

namely subsistence, mixed and market 

economies, co-existing in the region. This 

section explains the key aspects of different 

Arctic economies:  

 

1. Subsistence economies. The backbone of 

subsistence (non-monetized) economic 

activities is hunting, whaling, fishing, 

caribou and reindeer herding, animal 

husbandry, trapping, gathering and 

traditional food processing.9 This means 

supporting oneself and one’s family and/or 

community at a minimum level in terms of 

food, clothing, and shelter. It should also 

be recognized that subsistence economies 

possess a critical cultural and community 

identity, and help to forge an essential link 

to the natural environment.10  

2. Mixed economies. Key characteristics of 

mixed economies, also known as dual 

systems, are that they combine elements 

of subsistence and market economies, 

relying on subsistence resources to fulfill 

social needs as well as traditional grading 

and bartering using capital to achieve 

social aims. Mixed economies have the 

advantages and disadvantages of other 

subsistence and market economies. There 

may be efficient allocations of resources 

and production, while social welfare is 

simultaneously improved. An example of 

mixed economic activities is reindeer 

herding, which includes both the 

production and private use of meat and 

raw materials, such as bones, horns and 

skins, and revenues created and taxed 

through the selling of reindeer products.  

3. Market economies. This is a type of 

economic system where investment 

 
9 Glomsrød et al. 2017. 

decisions, production and distribution of 

goods is based on price signals from the 

market, brought about by a supply and 

demand for products and services. Private 

ownership is a characteristic of market 

economies, as well as self-interest, 

freedom of choice, competition, limited 

government regulation, and the profit 

maximization aim.   

 

Subsistence, mixed and market economies 

each have their pros and cons, depending on 

who is the stakeholder, what is at stake, and to 

what extend they can influence and benefit 

from the development.  A conflict of interest 

may arise between different economic 

activities. These conflicts, where subsistence, 

mixed and market economies coexist, must be 

recognized. What may be seen as an economic 

opportunity for market economies, may be 

seen as a major risk for subsistence and/or 

mixed economies in the Arctic.   

 

The EU and sustainable Arctic 

development 
The Arctic region is increasingly becoming a 

focus of economic and political interest. The 

EU Arctic Policy states the importance of the 

EU in meeting challenges now facing the 

region. Its role is based on successful regional 

or multilateral cooperation with Arctic 

member states so that the region can develop 

in a sustainable, safe, stable, and prosperous 

way. This is not only important for the Arctic 

region, but also for the EU and other regions of 

the globe, as it makes the Arctic a blueprint for 

sustainable development in other regions. To 

achieve this development, the EU offers 

funding opportunities for various stakeholders, 

through educational and environmental 

programmes, and these stakeholders range 

from young people and Indigenous People’s 

groups to researchers, entrepreneurs, 

10 ICC, 1992. 
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business, and local and regional authorities11. 

The link between the updated EU Arctic policy 

and the European Green Deal, furthermore, 

ought to be strengthened, and a long-term 

perspective emphasized while “unsustainable 

practices that undermine Arctic ecosystems, 

inhabitants and species” must be 

discouraged12. This suggest a holistic approach 

to the development of the region where Arctic- 

specific context is recognized, including its 

different types of economies. 

 

Conclusion 

This policy brief has discussed different types 

of Arctic economies and their context. It also 

brings forth the possibility of conflicts of 

interest, as it depends on who is the 

stakeholder, what is at stake, i.e., the extent of 

risks involved when economic development of 

the region is considered, and the well-being of 

inhabitants, including how the sharing of 

economic wealth is determined. The 

opportunities identified and utilized must also 

be developed within planetary boundaries and 

ecological thresholds so that the development 

of the region is sustainable.  

 

Trade-offs between the different types of 

economies and activities may arise between 

reindeer herding and energy production, 

mining, forestry, and/or tourism, or between 

subsistence and commercial fisheries. If trade-

offs between different economies and 

economic activities arise, the question 

becomes who will benefit? Who will be 

compensated and in what way?; and Who will 

lose the battle? Therefore, a strong dialogue, 

collaboration, and participatory approach 

which enables bridging between stakeholders 

is essential. This process may have to be 

facilitated through the institutional and 

political systems on which the economies are 

based, and requires an entrepreneurial 

 
11 European External Action Service, n.d. 

mindset, innovation, dialogue, and 

collaboration between different stakeholders 

across multiple spatial and temporal scales, 

where the environmental sensitivities of the 

Arctic are accounted for. 

 

The European Union has expressed the 

interest that the Arctic region develops in a 

sustainable, safe, stable, and prosperous way, 

and stressed that the linkage between the EU 

arctic policy and the European Green Deal 

must be strengthened, in order to reach this 

outcome.

12 European Commission, n.d. 
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