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Executive Summary

What Does the Future Hold for the
Russian Arctic?

This research effort was designed to better understand the growing economic, political,
and security importance of the Arctic to the Russian Federation and its leadership, as well
as to determine what the Russian Arctic would tell us about the future development of
Russia itself. The Russian Arctic is a much understudied and underappreciated region that
encompasses nearly the entire northern coast of Eurasia and 50 percent of the total Arctic
coastline, includes Russia’s strategic nuclear fleet, and accounts for about 20 percent of
Russia’s GDP and 22 percent of its exports.! Russia is an Arctic superpower and it perceives
its Arctic region, or Far North, as a key development driver of the country in the twenty-
first century. Russia’s interests in the Arctic have been largely driven by the promise of
lucrative hydrocarbon resources beneath the Arctic Ocean, a perception promoted by
Russia’s state-owned energy giants, as well as by the development of a new Arctic shipping
route.?

This report traces the evolution of Russian Arctic policy beginning from the 2007-2008
period to today and offers a detailed examination of critical aspects of Russia’s Arctic
policies, particularly economic development and security issues, that animate the Kremlin.
The report draws conclusions about Russia’s policies and actions in the Arctic and makes
recommendations to enhance confidence, transparency, and safety in the region.

In an attempt to better understand the Russian Arctic, we examined the region to
determine if it could be an example of decentralization and modernization or would it
return to its historically rooted Soviet model of centralization with a greater emphasis on
military-industrial and energy development. When we began our research in January
2013, there was some hope that the Kremlin would take a modernizing path despite trou-
bling signs that Soviet-style development was an emerging trend. Russia has provided
leadership within the Arctic Council, the premier intergovernmental forum for the Arctic,
on issues such as search and rescue, oil spill response, and fisheries, while non-Arctic
states, such as China and India among others, also intensified their Arctic collaboration.

1. Linda Edison Flake, “Russia’s Security Intentions in a Melting Arctic,” Military and Strategic Affairs 6,
no. 1 (March 2014): 105, http://www.inss.org.il/uploadImages/systemFiles/MASA6-1Eng%20(4)_Flake.pdf.

2. Pavel K. Baev, “Russia’s Arctic Aspirations,” in Arctic Security Matters, ed. Juha Jokela (Paris: EU Institute
for Security Studies, June 2015), 51, http://www.iss.europa.eu/uploads/media/Report_24_Arctic_matters.pdf.
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The Arctic Council increased its focus on sustainable Arctic economic development under
the Canadian chairmanship, a subject area particularly welcomed by Russian officials as
global commodity prices were advantageous for greater development.

In December 2013, CSIS partnered with the Russian International Affairs Council
(RIAC) to host a high-level conference on the Russian Arctic in Moscow. It was clear that the
Russian government had prioritized the Arctic region both for domestic development and
as a bilateral foreign policy priority with the United States and other Arctic countries.
There was great optimism at the time that U.S.-Russian bilateral cooperation in the Arctic
could be strengthened, particularly during the upcoming U.S. chairmanship of the Arctic
Council that would begin in April 2015.

Despite initial optimism, less than a year after Vladimir Putin returned to the
Kremlin following contested Russian parliamentary elections and the largest domestic
demonstrations of his tenure, it was apparent that Russia was returning to its historic
Soviet course of state-centric Arctic development, including an over-reliance on natural
and mineral resources, as well as military modernization and mobilization of its strategic
nuclear deterrent. Reminiscent of the 1930s, this perspective is perhaps best captured in
the Soviet concept of a “Red Arctic” with historical inspiration of “storming the distant
seas” drawn from the heroic 1934 rescue of the Chelyuskin scientific mission.® As former
Murmansk district governor Dmitri Dmitriyenko noted in 2012, “For Murmansk Oblast
[District], the election of Vladimir Putin as President of the Russian Federation is a very
important event, which means the continuity of the current course . . . a course of huge
breakthrough projects, which gradually will transform the social and economic situation
in the region. Probably, Putin is the only of our politicians who knows and understands
the Russian Arctic, and who underlines that it is in the Arctic that Russia has its
future.”4

Russia’s nationalistic rhetoric has become an increasing part of its new Arctic narra-
tive. Russia’s historical Arctic narrative—both one of man conquering the forces of nature
and the relentless focus to achieve military and industrial progress—is a source of national
pride and identity that is exploited for domestic purposes. In the chilling words of Deputy
Prime Minister Dmitry Rogozin, who chairs Russia’s new Arctic Commission and who
foreshadowed “serious economic collisions in the twenty-first century” in the Arctic, has
stated, “It is our territory, it is our shelf, and we’ll provide its security. And we will make
money there. ... They [the West] will put us on a sanctions list—but tanks do not need
visas.” Other bombastic statements from Minister Rogozin, including his reference to the

3. Pavel K. Baev, “Russian Policy in the Arctic: A Reality Check,” in The Arctic: A View from Moscow, ed.
Dmitri Trenin and Pavel K. Baev (Washington, DC: Carnegie Endowment for International Peace, 2010), 25,
http://carnegieendowment.org/files/arctic_cooperation.pdf.

4. Atle Staalesen, “Governor: Putin is good for the Arctic,” Barents Observer, March 6, 2012, http://
barentsobserver.com/en/articles/governor-putin-good-arctic.

5. Lucy Clarke-Billings, “Russia begins huge surprise air force drill on same day as NATO starts Arctic
training,” Independent, May 27, 2015, http://www.independent.co.uk/news/world/russia-begins-huge-surprise
-air-force-drill-on-same-day-as-nato-start-arctic-training-10275692.html.
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1867 sale of Alaska by Russia as a “betrayal of Russian power status”® and his recent refer-
ence to the Arctic as “Russia’s Mecca”’ are a source of concern regarding Russia’s northern
intentions. Only one other Arctic nation has deployed similar nationalistic sentiment
related to the Arctic. In 2007, Canadian prime minister Stephen Harper stated that Canada
had to “use or lose” its Arctic sovereignty.® But as a nuclear power that is rapidly develop-
ing its Arctic-based strategic nuclear deterrent, Russia’s official proclamations must be
viewed in a more serious light.

Russia has substantially revitalized its military mobilization and modernization pro-
grams in the Arctic. While other Arctic nations are also examining ways to strengthen
border protection, it is unclear what Russia’s intentions are vis-a-vis its Arctic region. At
President Putin’s request in March 2015, the Russian military launched an unannounced
exercise that involved more than 45,000 Russian forces, 15 submarines, and 41 warships
and practiced full combat readiness in the Arctic.’ This exercise was likely in response to
Norway’s Joint Viking exercise that involved 5,000 military personnel and was notified to
the Russian authorities two years in advance of the exercise.!® With increased frequency,
Russian pilots are turning off their aircraft transponders when flying into Northern Eu-
rope’s crowded airspace, forcing at least two civilian airliners to alter their course over the
past few months. Over the course of one year, there has been a three-fold increase in air
incursions over the Baltic region, the North Sea, and the Atlantic Ocean.!! The Russian
government has announced the reopening of 50 previously closed Soviet-era military bases
in the Russian Arctic and an increase in Russian military personnel along the Northern Sea
Route, but does not provide clarity as to how these enhanced military resources could
necessarily be deployed to improve search-and-rescue or oil spill response and prevention
capabilities. These recent and intensified efforts appear to be the development of a Russian
anti-access presence in the Arctic.

What also makes this military buildup and demonstration of capabilities question-
able is that since 2014, Russian economic development in its Arctic region has substan-
tially slowed. Prior to the crisis over Ukraine, significant natural gas finds, such as the
Shtokman field, had been postponed. Since March 2014, international energy companies,
including ExxonMobil, have departed the Russian Arctic and postponed their development

6. Trude Pettersen, “Controversial politician to head Arctic commission,” Barents Observer, February 6,
2015, http://barentsobserver.com/en/security/2015/02/controversial-politician-head-artic-commission-06-02.

7. Ishaan Tharoor, “The Arctic is Russia’s Mecca, says top Moscow official,” Washington Post, April 20,
2015, http://www.washingtonpost.com/blogs/worldviews/wp/2015/04/20/the-arctic-is-russias-mecca-says-top
-moscow-official/.

8. Prime Minister of Canada Stephen Harper, “Prime Minister Stephen Harper Announces New Arctic
Offshore Patrol Ships,” July 9, 2007, http:/www.pm.gc.ca/eng/news/2007/07/09/prime-minister-stephen-harper
-announces-new-arctic-offshore-patrol-ships.

9. Thomas Grove, “Russia starts nationwide show of force,” Reuters, March 16, 2015, http:/www.reuters
.com/article/2015/03/16/us-russia-military-exercises-idUSKBNOMC0]J020150316.

10. Thomas Nilsen, “Norway launches High North military exercise,” Barents Observer, March 9, 2015,
http://barentsobserver.com/en/security/2015/03/norway-launches-high-north-military-exercise-09-03.

11. Ott Ummelas, “NATO Jets Intercept Russian Fighter Plane over Baltic Sea,” Bloomberg, November 17,
2014, http://www.bloomberg.com/news/articles/2014-11-17/nato-jets-scrambled-to-intercept-russian-plane-over
-baltic-sea.
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activities,'? and other companies, such as Total, have sought to minimize their existing
holdings. As a result of Western-imposed sanctions and a 50 percent plunge in global
energy prices, many Russian and foreign energy companies involved in Russian Arctic
energy projects are increasingly turning toward Asia, and China in particular, for alterna-
tive sources of financing. The slowdown in these energy projects is beginning to impact
some of Russia’s largest energy companies including Gazprom, which suffered a net profit
decline of 32 percent in 2014.13

Infrastructure development projects in the Russian Arctic, particularly in support of
the Northern Sea Route (NSR), are also experiencing delays. In 2014, Transneft, Russia’s
state-owned pipeline monopoly, announced that it will likely have to delay the launch of
two new oil pipelines in Siberia'* and the Murmansk Transport Hub project is also experi-
encing setbacks due to reduced financing.’s International transits through the Northern
Sea Route, while minimal to begin with, have also slowed. In 2013, there were a total of
71 transits through the NSR,'¢ but only 53 in 2014.17 Out of the 71 transits in 2013, 43 were
exclusively between Russian ports.'® It seems questionable that Russia’s extensive force
mobilization and the development of new security infrastructure in the Russian Arctic
should be justified on the basis of domestic economic activity and an anemic level of inter-
national transits.

The Kremlin’s ambitious plans for the Arctic are understandable as it increasingly
relies on Arctic natural and mineral resources for its economy. As the Arctic becomes
increasingly ice-free, it is appropriate for Russia to create 10 search-and-rescue centers
along its Northern Sea Route. It is also fitting that Russia readjusts its security and border
forces to account for increased economic and human activity along the NSR. Finally, it is
understandable that Russia reaches out to China as it seeks financial alternatives to West-
ern investment in its Arctic energy production and new Asian markets for its exports.

There are several possible explanations for Russia’s increased military presence in the
Arctic—beyond what is needed for current economic uses and assertion of sovereignty. It
appears that events in the 2012-2013 time frame have solidified Russian military rationale for
security and defense developments in the Arctic. The increased commercial and scientific

12. Mikael Holter, “Exxon, Rosneft Scrap Arctic Deals as Russia Sanctions Bite,” Bloomberg, December 1,
2014, http://www.bloomberg.com/news/articles/2014-12-01/exxon-rosneft-scrap-arctic-contracts-as-russia
-sanctions-bite.

13. Vladimir Soldatkin, “Russia’s Gazprom Neft says 2014 net profit down 32 percent,” Reuters, March 2,
2015, http://www.reuters.com/article/2015/03/02/us-russia-gazpromneft-results-idUSKBNOLYOUD20150302.

14. Olesya Astakhova, “Russia’s Transneft says sanctions may delay oil pipelines launch,” Reuters, Septem-
ber 16, 2014, http://www.reuters.com/article/2014/09/16/us-russia-transneft-sanctions-idUSKBNOHB1G5
20140916.

15. Atle Staalesen, “Murmansk transport hub trouble, again,” Barents Observer, March 15, 2015, http://
barentsobserver.com/en/business/2015/03/murmansk-transport-hub-trouble-again-11-03.

16. Trude Pettersen, “Northern Sea Route traffic plummeted,” Barents Observer, December 16, 2014,
http://barentsobserver.com/en/arctic/2014/12/northern-sea-route-traffic-plummeted-16-12.

17. Associated Press, “Number of Ships Transiting Arctic Waters Falls in 2014,” New York Times, January 5,
2015, http://www.nytimes.com/aponline/2015/01/05/us/ap-us-arctic-shipping.html.

18. “Northern Sea Route Traffic Mostly One Direction,” Maritime Executive, November 1, 2014, http://www
.maritime-executive.com/article/Northern-Sea-Route-Traffic-Mostly-One-Direction--2014-11-01.
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presence of China in the Arctic places the Kremlin in the unenviable position of both
encouraging greater Chinese investment in the Arctic, while it grows increasingly wary
of China’s presence. In 2012, the Chinese icebreaker, Xuelong (Snow Dragon), traversed the
Northern Sea Route on its way to China’s research station on Svalbard.!® On the return trip
from Norway to Shanghai in September 2012, the Xuelong sailed beyond Russia’s 200 nauti-
cal mile exclusive economic zone (EEZ) into the international waters of the Central Arctic
Ocean. The following year, in August 2013, China’s Ocean Shipping Group (COSCO) sent the
first container ship, the Yong Sheng, through the Northern Sea Route in an effort to test the
viability of the NSR for container traffic because the route is used primarily for intra-Russian
shipping and as a destination route.?’ Most recently, in February 2015, Russian minister of
defense Sergey Shoigu expressed the Kremlin’s concern about the growing presence of
non-Arctic states, particularly China, in the Arctic, stating, “Some developed countries that
don’t have direct access to the Polar Regions obstinately strive for the Arctic, taking certain
political and military steps in that direction.”?!

These transits expose several areas of sensitivity for Russia. First, countries that bring
their own icebreakers or ice-strengthened vessels to traverse the Northern Sea Route do
not require the use of Russian icebreakers and, by going beyond the Russian EEZ, vessels
do not pay NSR transit fees. These revenue sources are essential for Russia’s ability to main-
tain its economic model for NSR-specific infrastructure, as well as the operational costs of
the Northern Sea Route Administration, which became operational in March 2013. Second,
it demonstrates how keen Chinese authorities are to test the potential of the trans-polar
transit route through international waters. Finally, China’s increased activity along the
NSR underscores an area of potential conflict that is little discussed: the legal challenge of
sovereignty over the Northern Sea Route. Russia views the NSR as internal waters, and thus
subject to transit fees, while the international community regards the NSR as an interna-
tional passage. Thus far, once a transit permit is granted, commercial and scientific vessels
must pay transit fees to the Russian authorities in the guise of icebreaker escorts, piloting
services, and other administrative fees.

Another event that prompted a strong Russian military reaction occurred in September
2013, when Russian authorities seized control of the Greenpeace vessel, Arctic Sunrise, near
the island of Novaya Zemlya after Greenpeace activists scaled the Russian Prirazlomnaya
oil rig.?? A total of 30 activists were arrested, charged with acts of piracy, and held for
several weeks before the charges were reduced to hooliganism and the activists were
released. The previous year, Greenpeace activists scaled the same oil rig and hung a protest
banner; however, no one was detained and after about 15 hours, the activists withdrew

19. Atle Staalesen, “Chinese icebreaker through Norwegian waters,” Barents Observer, August 9, 2012,
http://barentsobserver.com/en/arctic/chinese-icebreaker-through-norwegian-waters-09-08.

20. Atle Staalesen, “First container ship on Northern Sea Route,” Barents Observer, August 21, 2013,
http://barentsobserver.com/en/arctic/2013/08/first-container-ship-northern-sea-route-21-08.

21. Trude Pettersen, “Shoygu: Military presence in the Arctic is a question of national security,” Barents
Observer, February 26, 2015, http://barentsobserver.com/en/security/2015/02/shoygu-military-presence-arctic
-question-national-security-26-02.

22. John Vidal, “Russian military storm Greenpeace Arctic oil protest ship,” Guardian, September 19, 2013,
http:/www.theguardian.com/environment/2013/sep/19/greenpeace-protesters-arrested-arctic.
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from the platform. But by 2013, Russia delivered a clear message that no one can challenge
its ability to develop its Arctic economic resources and if challenged, the “threat” would be
dealt with swiftly and severely.

A circumstantial event is the ongoing process of submitting scientific claims by Russia
and the other Arctic coastal states to extend its outer continental shelf in the Arctic. Four of
the Arctic coastal states (excluding the United States, which has not ratified the Law of the
Sea Treaty) will submit or have already submitted data to the Article 76 Commission on the
Limits to the Outer Continental Shelf (CLCS). Russia was the first Arctic littoral state to
submit data in 2001 to the CLCS, seeking to extend its EEZ to 350 nautical miles, which at
the time was the largest claim of any Arctic state.?® The CLCS invalidated the claim and
requested that Russia submit further geological data and research. On August 3, 2015,
Russia submitted its revised claim to the CLCS, and, if approved, the claim will expand
Russia’s Arctic territory by over 463,000 square miles.?* It is important to note that Russia
has followed the United Nations Convention on the Law of the Sea (UNCLOS) process and
successfully completed bilateral negotiations with Norway in 2010 to establish their respec-
tive maritime borders in the Barents Sea. It is also important to note that the CLCS does not
decide or rule in favor of a particular country’s claim; it merely decides whether the claim
falls within the legal definition of the Law of the Sea Treaty. Although countries can take
their case to the Law of the Sea Tribunal for adjudication, it is for the states to bilaterally
negotiate any competing claims. Moreover, the claimant process is very long and drawn
out; a ruling by the CLCS can take between 10 and 15 years from the date of submission.
Could the Kremlin grow frustrated with this extensive process and assert unilateral claims?
Thus far, Moscow has played a responsible role, but increased nationalistic fervor directed
toward the Arctic could encourage Russian authorities to be less reasonable in the future.

These events, as well as Russia’s slowing economy and unfolding events in Ukraine
have altered Russian Arctic policies and generated a pronounced military response by
Russia in the 2014-2015 time frame. After the Russian Federation formally annexed
Crimea, causing the West’s relationship with Russia to plunge to depths not seen since the
Cold War, the Russian economy experienced stagnation, significant capital outflows, a drop
in foreign investment, and a dramatically shifting global energy landscape that culmi-
nated in a 50 percent drop in global energy prices? and an equal drop in the value of the
Russian ruble by December 2014.26 Optimism for strengthened cooperation in the Arctic
was quickly replaced by sobering realism.

23. Kathryn Isted, “Sovereignty in the Arctic: An Analysis of Territorial Disputes & Environmental Policy
Considerations,” Journal of Transnational Law & Policy 18, no. 2 (Spring 2009): 358-359, http://archive.law.fsu
.edu/journals/transnational/vol18_2/isted.pdf.

24. Associated Press, “Russia Files Revised Claim for Arctic Territory With U.N.,” Wall Street Journal,
August 4, 2015, http:/www.wsj.com/articles/russia-files-revised-claim-for-arctic-territory-with-u-n-14387
19346.

25. Barani Krishnan, “Oil tumbles after brief rebound; Brent back below $60,” Reuters, December 18, 2014,
http://www.reuters.com/article/2014/12/18/us-markets-o0il-idUSKBNOJWO0BC20141218.

26. Alexander Winning and Vladimir Abramov, “Russian ruble suffers steepest drop in 16 years,” Reuters,
December 17, 2014, http://www.reuters.com/article/2014/12/17/us-russia-rouble-exchange-idUSKBNOJUOKO
20141217.
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In September 2014, Russia held the largest post-Soviet military exercise. Held in the
Russian Far East, Vostok-2014 involved over 100,000 servicemen and a complex array of
thousands of pieces of maritime, air, and land hardware.?” Part of this exercise was con-
ducted on a newly created military base in the New Siberian Islands. Russian forces were
also deployed to Chukotka’s coastline and Wrangel Island to simulate repelling enemy
forces. Some analysts believe that Vostok-2014 was a thinly veiled simulation of a scenario
in which Russian forces repel a potential U.S. and coalition invasion; others have suggested
that it was an effort to focus on China’s growing military strength and presence in Russia’s
Far East.?® But what analysts do agree upon is that this exercise, which remarkably was
preceded by a snap military exercise, focused on command and control, rapid mobiliza-
tion, combined operations, and, disturbingly, demonstrations of use of both conventional
and unconventional arms. With the anticipation that a total of 14 airfields will be opera-
tional in the Russian Arctic by the end of 2015 and with a 30 percent increase of Russian
Special Forces in the Arctic,?® according to a recent NATO Parliamentary Assembly report,
Russia is demonstrating significant military capability and rapid deployment of conven-
tional and non-conventional assets in the Arctic.

Some analysts have suggested that the Arctic could be immune or exempt from rising
geopolitical tensions between Russia and the West. Clearly, the region is not entirely im-
mune as U.S. and European sanctions have specifically targeted energy development in the
Russian Arctic, as well as Russia’s Arctic-based military assets. Yet, because the Arctic is
economically vital to Russia, there seems to be an implicit policy impulse from Moscow
that attempts to limit potential geopolitical damage to Arctic cooperation. This behavior is
most frequently observed at the Arctic Council. In April 2014, Moscow hosted a meeting of
the Arctic Council’s Task Force for Action on Black Carbon and Methane (TFBCM), yet
Canadian officials refused to participate “as a result of Russia’s illegal occupation of
Ukraine and its continued provocative actions in Crimea and elsewhere.”3? U.S. officials
also did not attend the task force meeting in Moscow.3! In April 2015, Russian foreign
minister Sergei Lavrov did not attend the Canadian-hosted Arctic Council Ministerial in
Iqaluit (Minister Lavrov has attended every ministerial since 2004) and instead, Moscow
sent energy and natural resource minister Sergei Donskoi. The Canadian chair of the
Arctic Council, Leona Aglukkaq, made a public reference to Russia’s actions in Ukraine
during the Iqaluit Ministerial that prompted Russia’s ambassador to Canada, Alexander
Darchiev, to pen an op-ed affirming that “Russia strongly believes that the Arcticis a

27. Roger McDermott, “Vostok 2014 and Russia’s Hypothetical Enemies (Part One),” Eurasia Daily Monitor
11, no. 167 (September 23, 2014), http://www.jamestown.org/programs/edm/single/?tx_ttnews%5Btt_news%5D
=42859&cHash=bb0e68111832039d5c8997b2355b2942#.VYRA1PIVikq.

28. Ibid.

29. Sohrab Ahmari, “The New Cold War’s Arctic Front,” Wall Street Journal, June 9, 2015, http://www.wsj
.com/articles/the-new-cold-wars-arctic-front-1433872323.

30. Eilis Quinn, “Canada boycotts Moscow Arctic Council meeting over Ukraine,” Alaska Dispatch News,
April 16, 2014, http:/www.adn.com/article/20140416/canada-boycotts-moscow-arctic-council-meeting-over
-ukraine.

31. “Arctic Council Task Force for Action on Black Carbon and Methane Summary Report,” Arctic Council,
May 8, 2014, http:/www.arctic-council.org/index.php/en/document-archive/category/563-public-documents.
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territory of dialogue, not a place for name-calling and reckoning political scores.”? Despite
this back-and-forth, Russia recently agreed after initial reluctance, along with the other
Arctic coastal states, to place a moratorium on commercial fishing in the Central Arctic
Ocean.®

The duality of Russia’s Arctic policies—belligerence and practical cooperation—
remains on full display.

Policy Recommendations

Russia’s Arctic duality makes parsing its domestic rhetoric, economic strategies, and mili-
tary modernization that are specific to the Arctic from Russia’s broader foreign and secu-
rity policies no easy feat. Exacerbating this challenge are the United States’ and Russia’s
differing policy prioritization of and approaches to the Arctic. For Russia, the Arctic is an
important issue of national identity, as well as an enormous economic priority (20 percent
of Russia’s GDP is generated in the Arctic) and security necessity where national resources
are spent; environmental considerations (although noted in its strategic documents) and
indigenous communities are largely an afterthought. For the United States, it is the exact
opposite. The United States does not see itself as an Arctic nation and it prioritizes the
environment and scientific research first with economic development and security a dis-
tant second due to insufficient national resources and political support. The United States is
an Arctic science power, spending the bulk of its resources on the further understanding
of weather and climate change. U.S. energy development in the Arctic, which was a
national priority in the 1970s and 1980s, has diminished as new sources of energy from
hydraulic fracturing have reduced U.S. energy dependence. The Obama administration
has prioritized the impact of climate change in the Arctic, particularly focusing on the
mitigation of short-lived climate forcers and ocean acidification. Like Russia following the
collapse of the Soviet Union, the United States greatly diminished its security presence in
the Arctic.

The Arctic region is a challenging subject for U.S. policymakers. Despite the fact that
Arctic issues are frequently discussed and new strategies have been produced, Washington
has largely maintained the same policy posture it has assumed for decades—science and
environmental research, international cooperation, and national security—generally
through the same institutional mechanisms. However, attempts are being made to develop
new mechanisms, such as the creation of a U.S. Special Representative for the Arctic Region
and a recent White House Arctic Executive Steering Committee. A more radical restructur-
ing of U.S. policy or an Arctic-specific national budget is not currently being envisioned by
policymakers.

32. Alexander Darchiev, “Arctic cooperation must continue,” Embassy, June 5, 2015, http://www
.embassynews.ca/opinion/2015/06/03/arctic-co-operation-must-continue/47168.

33. Andrew E. Kramer, “Russia and U.S. Find Common Cause in Arctic Pact,” New York Times, May 19, 2015,
http:/www.nytimes.com/2015/05/20/world/russia-and-us-find-common-cause-in-arctic-pact.html?_r=2.
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Despite these differences, the United States and Russia share two important things in
common: the desire for greater international cooperation in the Arctic (particularly within
the Arctic Council) and the need to ensure enhanced safety in the Bering Strait (the narrow
strait that connects the Pacific Ocean with the Arctic Ocean and is 44 nautical miles wide at
its narrowest point). Could the Arctic, rather than becoming yet another policy victim of
growing East-West tensions, become a region where trust can be rebuilt? The following
section provides some new policy thinking on ways to potentially rebuild regional trust in
the Arctic.

AN ORGANIZATION FOR ENHANCED COOPERATION IN THE ARCTIC?

The Arctic Council turns 20 in 2016, offering an important moment for reflection for the
next 20 years of Arctic governance amidst greater geopolitical tensions. Over the past five
years, several new agreements and entities have been created that are not part of the Arctic
Council, including the Arctic Economic Council, the soon-to-be launched Arctic Coast Guard
Forum (ACGF), and two legally binding treaties on search and rescue and oil spill response
and preparedness.

The Arctic states and observer states are currently focusing on three baskets of issues:
environmental protection, science cooperation, and indigenous community well-being;
economic issues; and security issues. These three baskets are reminiscent of the structure
of the 57-member Organization for Security and Cooperation in Europe (OSCE).

» Security-Related Issues. It is ironic that, at U.S. insistence, the Arctic Council was not
permitted to discuss military or security matters for fear that this could send mixed
and harmful signals of a potential militarization of the Arctic. Nearly 20 years later,
the Arctic is beginning to become militarized and there is no forum or place to
discuss security-related issues and to promote greater transparency and confidence.
The United States, in cooperation with Russia and the other Arctic Council states, will
launch a new Arctic Coast Guard Forum in the fall of 2015 in New London, Connecti-
cut. The ACGF will include the coast guards or their equivalents of the eight Arctic
Council member states (Canada, Denmark [via Greenland], Finland, Iceland, Norway,
Sweden, the Russian Federation, and the United States) and will focus on search-and-
rescue capabilities and oil spill response and prevention in the Arctic or, as it has
been suggested “to keep people and oil out of the water.” This is an important multi-
lateral vehicle to maintain contact with the Russian Federal Security Service (FSB)
while bilateral military contacts are currently suspended indefinitely.

Beyond performing a tabletop exercise in 2015 and a live search-and-rescue
exercise in 2016, the ACGF should create a U.S.-Russia joint working group to focus on
enhancing safety and improving maritime domain awareness in the Bering Strait
and Chukchi Sea. The U.S. Coast Guard (USCG) has proposed a vessel traffic manage-
ment scheme for the U.S. side of the Bering Strait.2* The USCG should engage with

34. Seth Borenstein, “Coast Guard proposes Bering Strait shipping route,” Alaska Dispatch News, December 5,
2014, http://www.adn.com/article/20141205/coast-guard-proposes-bering-strait-shipping-route.
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Russian FSB counterparts to seek coordination of vessel traffic lanes, discuss speed
restrictions for vessels, and designate restricted areas. This initiative would be in
anticipation of increased liquefied natural gas (LNG) tanker traffic in route to Asia
from the Yamal LNG project. U.S. and Russian officials should cooperate to update
hydrographic charting in the Bering Strait, share weather forecasting information,
and enhance navigational aids. Specific emergency response exercises should be
designed for the Bering Straits in the 2015-2016 period.

Most importantly, the eight Arctic Council states should begin to negotiate a non-
binding political statement to serve as a “Declaration on Military Conduct in the
Arctic” in line with the OSCE’s confidence-building measures. This declaration
should outline provisions to include the mandatory notification by every country
21 days in advance of major military exercises (25,000 forces and above) and the
requirement that the eight Arctic Council states be invited as observers to these
exercises. Each year these eight states will submit an annual military exercise plan
and update their respective emergency contact and communication information.
Each nation would agree that all aircraft would have operational transponders
and would send appropriate electronic signaling when in flight.

» Economic Issues. More attention should be given to enhancing sustainable economic
development in the Arctic and encouraging business-to-business linkages across
the region. The formation of the Arctic Economic Council gives a tremendous boost
to enhancing business-to-business ties; however, there should be more focused
work on regional and cross-border cooperation. Although recent Russian legislation
prevents Russian entities from accepting Western funds unless registered as a for-
eign agent, opportunities should be identified to strengthen regional economic ties
between the states of Alaska and Washington and the Russian Far East.

* Environment, Science, and Indigenous Cooperation Issues. The so-called human di-
mension of Arctic cooperation is the central and founding mission of the Arctic
Council. The six working groups of the Arctic Council should continue their impor-
tant work on such issues as enhancing biodiversity, protecting the Arctic marine
environment, assessing climatic impacts, and reducing environmental pollutants.
Should the Arctic Council members negotiate a legally binding international science
agreement for the Arctic, barriers must be removed from greater scientist-to-
scientist engagement and joint U.S.-Russian science missions.

Is a separate organization needed or could the OSCE—of which all eight Arctic Council
states are members—form an Arctic consultative group based on OSCE principles? Unfortu-
nately, the OSCE is not a successful organization today, although its principles and approach
are as urgently needed in Europe as they are in the Arctic. Would the Kremlin be willing to
consider a three-basket cooperative approach to the Arctic?

Without international cooperation in the Arctic, Russia cannot fully realize its
economic potential that is so vital to its future development. Without predictability,
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transparency, and trust, there will be no international cooperation in the Arctic. This
report demonstrates how much Russia has and will continue to invest in the Russian Arctic
economically and militarily, yet this investment is at profound risk if instability in the
region persists. A new initiative to balance the Arctic’s security, economic, environmental,
and human dimensions could potentially save Russia’s investment and begin to pave a path
back to improved East-West relations.
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1 The Evolution of Russian Arctic
Policy Since President Putin’s
Return to the Kremlin

For nearly 20 years, the Arctic has been a region that has enjoyed strong international
cooperation. While the Arctic seems geographically far removed from the ongoing
conflict in Ukraine and rising tensions between Russia and the West, a distinct geopolitical
chill has returned to the Arctic as Europe’s security environment has rapidly deteriorated.
Seven of the eight member states of the Arctic Council have imposed economic sanctions
against Russia® and most countries have suspended military-to-military relations. These
tensions have impaired decades of confidence-building efforts to normalize cross-border
relations with Finland and Norway in the Arctic. Above all, Moscow’s actions in Ukraine
since February 2014 reflect its willingness to challenge the existing international legal order
by military means. Although Moscow has traditionally viewed the Arctic as “a territory of
dialogues” and is seen as a cooperative member of the Arctic Council, the Barents Euro-
Arctic Council (BEAC), and the United Nations Convention on the Law of the Sea (UNCLOS),
the Arctic has now become a more threatening place. In the words of Russian defense minis-
ter Sergey Shoigu, “A broad spectrum of potential challenges and threats to our national
security is now being formed in the Arctic. Therefore, one of the defense ministry’s priorities
is to develop military infrastructure in this zone.”? This viewpoint was captured in Russia’s
2014 military doctrine that asserted, for the first time, that Russian military forces must
protect Russian national interests in the Arctic. Russia has revealed its protective stance by
substantially increasing defense spending and rapidly modernizing the Russian Navy and
the Northern Fleet; reopening previously closed military installations in the Arctic; and
reconfiguring its Arctic forces. Why such significant military activity?

What factors have caused this shift in Russia’s approach to the Arctic in such a short
period of time? According to Russian defense minister Shoigu and other Russian officials,
neighboring and non-neighboring countries are attempting to expand their influence in
the Arctic region, which presents a paramount threat to Russian security. Other recent

1. Iana Dreyer and Nicu Popescu, “Do sanctions against Russia work?,” European Union Institute for
Security Studies, December 2014, 1, http:/www.iss.europa.eu/uploads/media/Brief_35_Russia_sanctions.pdf.

2. Jeremy Bender, “Russian defense minister explains why the Kremlin is militarizing the Arctic,” Busi-
ness Insider, February 26, 2015, http:/www.businessinsider.com/why-the-kremlin-is-militarizing-the-arctic
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economic and security factors appear to have also animated the Kremlin’s new Arctic
security policy approach.

Economic Impact of Sanctions and
Global Energy Prices

Dramatic changes in the global energy market—particularly the U.S. shale revolution, the
50 percent plunge in global energy prices, the change in the global energy mix, and soften-