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Thank you, Chairman Gimenez, Ranking Member Thanedar, and members of the subcommittee, for
inviting me to testify today about “Strategic Competition in the Arctic.”

The Arctic sits at the confluence of three phenomena: shifting geopolitics, changing climate, and the far-
ranging implications of Russia’s invasion of Ukraine. The Arctic is geographical, the home of almost four
million people facing the impact of climate change that will alter lives and livelihoods.! It is also conceptual.
Just as the words “Indo-Pacific” or the “South China Sea” connote strategic concepts, so too the “Arctic”
takes on renewed strategic meaning. The Arctic is “America’s Fourth Coast” meriting increased attention to
the interlocking strategic, economic, environmental, and social concerns in this region. i

The Arctic Circle begins at 66.5°N (north of the equator). Eight countries have territory in the Arctic
Circle: Canada, Finland, Denmark, Iceland, Norway, the Russian Federation, Sweden, and the United
States. The end of the Cold War reduced political pressures in the Arctic region. The spirit of the
Norwegian concept, “High North, Low Tension” prevailed. The strategic situation has mutated into a new
configuration. By 2023, renewed great power competition around the world is manifest in the Arctic
region.

The Arctic intensifies the effects of decisions made elsewhere. The geopolitics of the Arctic were
dramatically altered by the Russian Federation’s invasion of Ukraine in 2022. Russia’s invasion of Ukraine
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fundamentally transformed the security calculations of two longtime neutral countries. As a result of
Russia’s actions, Nordic states Finland and Sweden applied for membership in the North Atlantic Treaty
Organization (NATO). Finland had been neutral since 1948 and Sweden had been neutral since the
Napoleonic era two centuries ago. Both abandoned neutrality to seek the security of the world’s most
powerful military alliance.

This expansion recalibrates politics within NATO. With the accession of Finland, six (and with Sweden
seven) of the Arctic countries are formal allies. Finland was admitted in April 2023, bringing NATO an
832-mile land border with Russia. The upshot for the Arctic is that the region transmutes from a region
with five NATO allies, two strategically neutral states, and the Russian Federation to a zone with potentially
seven NATO allies and the Russian Federation.

NATO is a defensive military alliance, but it is also a framework for deep cooperation among the national
security communities of the member states. Henceforth, the Arctic will play a larger role in the strategic
operations, calculations, and exercises of America’s most important military alliance. The North Atlantic
and Arctic would be important for North American supplies flowing to European allies in a crisis. The
institutions of the alliance will increasingly embed Arctic and High North topics into their work. For
example, Allied Command Transformation states, “...the High North is an important priority for NATO”
when explaining the addition of Arctic activities to its projects preparing NATO members for future
challenges.ii Presidential time is valuable. The importance of the High North was exemplified by President
Joe Biden’s trip to Helsinki for the United States-Nordic Leaders’ Summit after the July 11-13,2023, NATO
summit.’ Furthermore, Finland and Sweden are both members of the European Union, making two more
EU members also NATO members, which could alter EU security discussions.

Russia’s invasion of Ukraine not only enhanced NATO, it also inadvertently stalled cooperation in one of
the Arctic’s most distinctive multilateral organizations: the Arctic Council. Founded in 1996 in the
afterglow following the end of the Cold War, the Arctic Council embodies the spirit of cooperation;
decisions are made by consensus. The forum focuses on “sustainable development and environmental
protection in the Arctic.”v By design, the Arctic Council does not address security issues. The Council has
adopted three legally-binding agreements: the Agreement on Cooperation on Aeronautical and Maritime
Search and Rescue in the Arctic (2011), the Agreement on Cooperation on Marine Oil Pollution
Preparedness and Response in the Arctic (2013), and the Agreement on Enhancing International Arctic
Scientific Cooperation (2017).vi

Unusual for an intergovernmental body, the Arctic Council also includes six Permanent Participants
representing Arctic Indigenous Peoples. This special facility for interaction is distinctive and should be
preserved. Cultural ties span current national borders. Indigenous peoples have lived in the harsh climate of
the Arctic for over a thousand years; their expertise and perspectives can be relevant as countries seek to
understand climate change.

At the time of the 2022 invasion of Ukraine, Russia happened to hold the rotating chairmanship of the
Arctic Council. As part of the international response to the invasion, the other seven members of the Arctic
Council paused cooperation with Russia in that body. Upon assuming the two-year chairmanship in May
2023, Norway sought to revitalize cooperation in the Arctic Council articulating four priorities: “the oceans;
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climate and environment; sustainable economic development; and people in the north.”vii Another venue for
cooperation, the Arctic Coast Guard Forum remains dormant with Russia holding the chairmanship
through 2023.

This strategic realignment in the Arctic builds on political shifts that were already evident before the
invasion. Recent years witnessed a resurgence of great power competition. The United States faces a rising
power, China, and the Russian Federation. Increasingly, countries outside the Arctic have become more
active in the region. China called itself a “near-Arctic” state in its 2018 Arctic Policy White Paper."iii In
2013, China, Japan, India, Italy, the Republic of Korea, and Singapore became Arctic Council Observers,
joining France, Germany, The Netherlands, Poland, Spain, Switzerland, and the United Kingdom.

Many countries and companies are interested in access to resources. The Arctic is home to living and
mineral resources. Managing access in the fragile Arctic environment is challenging. Yet, agreements are
possible. Arctic countries share a concern about illegal, unreported, and unregulated fishing that depletes
delicate natural resources and vulnerable wildlife. Canada, China, the Kingdom of Denmark (in respect of
the Faroe Islands and Greenland), Iceland, Japan, the Republic of Korea, Norway, the Russian Federation,
the United States, and the European Union are parties to the Agreement to Prevent Unregulated High Seas
Fisheries in the central Arctic Ocean, which entered into force in 2021 and initially will be in force until
2037. The agreement would be automatically extended for another five years as long as none of the Parties
object.ix

In 2008, the U.S. Geological Survey estimated that 13 percent, or 90 billion barrels, of the world’s
undiscovered conventional oil resources were in the Arctic.x Most of these resources are in Alaska and the
Russian Federation. The Arctic plays an important role in the Russian economy. About half of the Arctic
area is Russian coastline. Twenty percent of Russia’s land mass is in the Arctic Circle and includes large
cities. Russia wants others to use (and pay to use) the Northern Sea Route.

Even before the war in Ukraine, Russia needed partners for economic development. Economic sanctions
promulgated as part of the international response to Russia’s invasion of Ukraine foreclose options for
Russia.

Russia’s need for investment opens a gateway for China to be more involved in Arctic issues. High North
News notes that China has invested $90 billion in energy and resource projects in the Arctic over the past
decade, largely in Russia.X China is Russia’s leading trade partner, as China is for 120 countries. Xii China’s
investments in the Arctic are related to its Belt and Road Initiative. Yet, patterns of Chinese shipping were
different in 2022. High North News reports that whereas China’s COSCO shipping company had been the
largest non-Russian operator along the Northern Sea Route (NSR), it did not send any ships along the NSR
in 2022. In 2022, of the 314 ships sailing along the Northern Sea Route, only thirty-six were non-Russian-
flagged vessels.xii Nevertheless, Chinese investment in Russia continues to grow. Chinese-Russian trade
rose to a “record $190 billion” in 20225 There are European countries that still have economic links with
Russia. European Union countries’ consumption of Russian LNG increased 50 percent since sanctions
started, mostly going to Belgium, France, and Spain.*




Increased activity by China and Russia in the Arctic is a manifestation of another trend: great power
competition in global spaces. For over a century the United States has enjoyed command of the seas and
more recently airspace and outer space. Access to sea routes, airwaves, cyberspace, and satellite information
are all necessary for modern economies to function, but also require using shared international spaces that
may be beyond or at the edges of national jurisdiction. In many parts of the world great power and assertive
middle powers seek access to resources, some of which may be in or under these global spaces. Access to
the global commons and areas beyond national jurisdiction is crucial for success in an era of strategic and
commercial rivalry. Therefore, protection of coastlines, waterways, safe commercial transit, and
management of marine resources place extra demands on the United States Coast Guard.

Oceans are especially sensitive. At the center of the Arctic region is the Arctic Ocean, which is beyond the
jurisdiction of any country. The United Nations Convention on the Law of the Sea creates the international
legal regime for oceans, including the Arctic Ocean. Each Arctic country, including the U.S., claims its 200-
mile exclusive economic zone. The U.S. is at a disadvantage because it is not a party to the United Nations
Convention on the Law of the Sea, which provides mechanisms for countries to claim more rights. Canada,
Russia, and Denmark (on behalf of Greenland) turned to one of those mechanisms, the United Nations
Commission on the Limit of the Continental Shelf (CLCS) regarding their overlapping claims to the
Lomonosov Ridge under the Arctic Ocean. The CLCS made non-binding recommendations in February
2023 about the extent of Russia’s claim. Further diplomatic or legal work will need to occur to settle the
borders.xvi

The Arctic, like other regions of the world, benefits from layers of global governance. Even in an era of
geopolitical upheaval, cooperation on technical standards facilitates commercial, social, and environmental
interactions. The International Maritime Organization’s International Code for Ships Operating in Polar
Waters (Polar Code), which entered into force in 2017, provides important standards for shippers operating
in the Arctic and Antarctic regions. The terms of the Polar Code are mandatory under both the
International Convention for the Safety of Life at Sea (SOLAS) and the International Convention for the
Prevention of Pollution from Ships (MARPOL).xvi

Fundamental to understanding the geopolitical and economic issues in the Arctic is the phenomenon of
climate change. Global warming is occurring in the Arctic possibly three times as fast as in the rest of the
world. i Seaice is frozen seawater. With less Arctic sea ice to reflect sunshine away from the Earth, the
planet will continue to heat up. Furthermore, the Greenland ice sheet (which is frozen freshwater) has lost
ice for the past twenty-five years.

The ongoing geopolitical shifts occurring before the invasion of Ukraine were premised on climate change.
Climate change is important to the geopolitics of the Arctic because it changes access to the oceans. The
warming climate means that more areas of the Arctic are ice-free in the summer, possibly opening
opportunities for navigation. There could be ice-free summers in the Arctic Ocean in the 2030s. Companies
and countries watch to see if navigation through the Arctic would be viable, thereby shortening shipping
routes and times between Asia and Europe. Other observers counter that even with less ice, Arctic
navigation would still be difficult.




Climate change challenges livelihoods. Around 4 million people live in the Arctic, and about 2 million of
them are Russian; about 500,000 are Indigenous people. Around sixty percent of Alaska Native
communities are “environmentally threatened” by climate change. Conditions are especially acute for
Indigenous people who still hunt for sustenance. Thin ice and altered animal migrations mean hunters must
travel farther for food. Migration patterns of birds and fish, and also caribou, walruses, and whales have
shifted, requiring people to extend the hunting season. Warmer waters may entice fish usually found in
lower latitudes to move farther north. The changing climate also affects companies’ calculations. Shell
ended offshore exploration in Alaska in 2015.

The Biden Administration’s October 2022 National Strategy for the Arctic Region includes investments in
the Arctic. To advance maritime security in an era of strategic competition in the Arctic, the United States
must continue to deepen its commitment to

e Make progress on building a deep-water port in Nome, Alaska.

e Continue the Polar Security Cutter program.

e Work with the current chair of the Arctic Council, Norway, to sustain mechanisms that promote
human and environmental well-being, including connections among Indigenous Peoples in the
Arctic region.
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Chairman Gimenez, Ranking Member Thanedar, and distinguished members of the
Committee. | am honored to speak before this esteemed Committee about strategic
competition in the Arctic.

My name is Luke Coffey. | am a Senior Fellow at Hudson Institute. The views | express in
this testimony are my own and should not be construed as representing any official
position of Hudson Institute.

The Arctic region, commonly referred to as the High North, is becoming more contested
than ever before. The Arctic encompasses the lands and territorial waters of eight countries
on three continents. Unlike the Antarctic, the Arctic has no land mass covering its pole (the
North Pole), just ocean. The region is home to some of the roughest terrain and harshest
weather on the planet.

The region is also one of the least populated areas in the world, with sparse nomadic
communities and a few large cities and towns. Regions are often very remote and lack basic
transport infrastructure. In Greenland, no two population centers are connected by a road.
Norway’s Ny Alesund, located on the Svalbard archipelago, is the world’s most northerly
permanently inhabited place with a population of only 40. Although official population
figures are non-existent, the Arctic Council estimates the figure is “almost four million”,*
making the Arctic’s global population about the size of Los Angeles. Approximately half of

the Arctic population lives in Russia.

The region is rich in minerals, wildlife, fish, and other natural resources. Although exact
figures difficult to know, in 2008 the U.S. geological Survey estimated that up to 13 percent

1 «Arctic Peoples”, Arctic Council, 2023, https:/arctic-council.org/explore/topics/arctic-peoples/
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of the world’s undiscovered oil reserves and almost one-third of the world’s undiscovered
natural gas reserves are located in the Arctic.?

The melting of some Arctic ice during the summer months creates security challenges, but
also new opportunities for economic development. Reduced ice will mean new shipping
lanes opening, increased tourism, and further natural resource exploration. However, it will
also mean a larger military presence with more actors than ever before. This is not because
there is a heightened threat of conflict in the region. Instead, it is because many capabilities
needed in the Arctic, such as search and rescue, are more immediately, and at least for now,
more effectively, provided by the military and coast guard.

Operating in the Arctic is no easy task for the military or coast guard. Equipment must be
hardened for extreme cold weather. High-frequency radio signals can be degraded due to
magnetic and solar phenomena. GPS can be degraded due to poor satellite geometry. The
U.S. has no deep-water port above the Arctic Circle. The first deep-water port planned for
Nome, Alaska will not be completed until 2030—and that is if the project remains on
schedule. Some of Alaska’s shipping lanes have not been surveyed properly since Captain
James Cook sailed through in 1778. All of this is complicated by underinvestment in the
U.S. Coast Guard in recent years.

U.S. Arctic Security Interests

The U.S. became an Arctic power on October 18, 1867, at the ceremony transferring Alaska
from Russia to the U.S. At the time this purchase was ridiculed and was known as
“Seward’s Folly”—named after the then—Secretary of State William Seward. However, with
a stroke of a pen, Seward ended Russian influence in North America, gave the United States
direct access to the northern Pacific Ocean, and added territory nearly twice the size of
Texas for about 2 cents an acre along with 33,000 miles of new coastline. In his retirement
Seward was asked what his greatest achievement was. He said: “The purchase of Alaska.
But it will take another generation to find it out.”3

In the context of strategic competition, the U.S. has four primary geo-political interests in
the Arctic region:

2 The USGS has not updated its estimate since 2008 and these figures remain the most widely quoted. See: U.S. Geological Survey,
“Circum-Arctic Resource Appraisal: Estimates of Undiscovered Oil and Gas North of the Arctic Circle,” July 23, 2008,
http://pubs.usgs.gov/fs/2008/3049

3 Frederick W. Seward, “Seward’s Folly: A Son’s View,” University of Rochester Library Bulletin, Spring 1967,
https://rbscp.lib.rochester.edu/487
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1) Ensuring the territorial defense of the United States. This is particularly true as it
pertains to the growing ballistic missile threat. In this regard our relationship with Canada is
key. This is also why it is important for the U.S. deepen its relations with Iceland and
Greenland—Dboth serving essentially the forward operating bases of the North American
continent.

2) Enforcing U.S. sovereignty in the region. In the Arctic, sovereignty equals security and
stability. Respecting the national sovereignty of others in the Arctic while maintaining the
ability to enforce one’s own sovereignty will ensure that the chances of armed conflict in the
region remains low. This is why investment in the U.S. Coast Guard is vital to America’s
Arctic interest.

3) Meeting treaty obligations in the Arctic region through the North Atlantic Treaty
Organization (NATO). Six of the world’s eight Arctic countries belong to NATO. Later

this year, this will increase to seven after Sweden joins. However, NATO has no agreed
common position or policy on its role in the Arctic region. This needs to change.

4) Ensuring the free flow of shipping and other economic activities in the region.
Economic freedom leads to prosperity and security. With melting ice creating new
economic and shipping opportunities in the region it is in America’s interests that shipping
lanes remain open in line with international norms.

U.S. Strategic Challenges in the Arctic

While the military threat in the Arctic remains low, U.S. policymakers cannot ignore
Russia’s recent activities to militarize the Arctic region or China’s increasing diplomatic and
economic role in the region. Both directly impact America’s ability to meet the four
aforementioned geo-political interests.

Russia’s Militarization
Russia is motivated to play an active role in the Arctic region for three reasons:

1) Low risk promotion of Russian nationalism. Going back to Peter the Great’s two
Kamchatka Expeditions, the Arctic region has held a special place in hearts and identities of
the Russian people. With nationalism on the rise in Russia, President Putin’s Arctic strategy
is popular among the population. Focus on the Arctic can also serve as a useful distraction
for Russia’s other geo-political shortcomings, like in Ukraine. For President Putin, the



Arctic is an area that allows Russia to flex its muscles without incurring any significant
geopolitical risk.

2) The economic potential of the region. Russia is also eager to promote its economic
interests in the region. Half of the world’s Arctic territory and half of the Arctic region’s
population is located in Russia. It is well-known that the Arctic is home to large stockpiles
of proven, yet unexploited, oil and gas reserves. The majority of these reserves is thought to
be located in Russia. In particular, Russia hopes the Northern Sea Route (NSR) will become
one of the world’s most important shipping lanes.

3) Russia’s security in the region. Up until Russia’s largescale invasion of Ukraine in
February 2022, it invested heavily in militarizing its Arctic region. In the past 15 years more
than 20 military installations above the Arctic Circle have been established or re-opened
after being closed in the 1990s. NATO’s most recent Strategic Concept dated 2022 stated:
“In the High North, its [Russia’s] capability to disrupt Allied reinforcements and freedom of
navigation across the North Atlantic is a strategic challenge to the Alliance.”* According to
the 2023 NATO Summit communique: “Russia...maintains significant military capabilities
in the Arctic.”

China’s Increasing Role

With the focus on what China is doing in the South China Sea, its massive and questionable
infrastructure investments in Africa, its threatening actions against Taiwan, and its coverup
of the origins of the COVID-19 virus, it is easy to overlook another aspect of Beijing’s
foreign policy: the Arctic.

In the simplest terms, China sees the Arctic region as another place in the world to advance
its economic interests and expand its diplomatic influence. As a non-Arctic country, China
is mindful that its Arctic ambitions in international Arctic institutions are naturally limited—
but this has not stopped Beijing from increasing its economic presence in the region.

China’s 2018 Arctic strategy offers a useful glimpse into how Beijing views its role in the
region.® Running 5,500 words long in the English language version, the strategy is littered
with all the Arctic buzzwords like “common interests of all countries,” “law-based
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governance,” “climate change,” and “sustainable development.” The irony is not lost on

4 “NATO 2022 Strategic Concept,” The North Atlantic Treaty Organization, June 2022, p. 4 https://www.nato.int/strategic-concept/

% “Vilnius Summit Communiqué,” The North Atlantic Treaty Organization, July 11, 2023,
https://www.nato.int/cps/en/natohg/official_texts 217320.htm?utm_source=multichannel&utm medium=smc&utm_campaign=230711%2
6vilnius%26summit%26declaration

€ The State Council Information Office of the People’s Republic of China, “China’s Arctic Policy,” White Paper, January 26, 2018,
http://english.www.gov.cn/archive/white_paper/2018/01/26/content 281476026660336.htm
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observers of the South China Sea where China has shunned international norms to exert
dubious claims of sovereignty, or the fact that China is the world’s largest emitter of
greenhouse gases.

Even though China’s closest point to the Arctic Circle is more than 800 miles away, Beijing
refers to itself as a “near Arctic State”’—a term made up by Beijing and not found in the
lexicon of Arctic discourse. In fact, extending Beijing’s logic to other countries would mean
that Belarus, Estonia, Germany, Ireland, Kazakhstan, Latvia, Lithuania, the Netherlands,
Poland, and the United Kingdom are also “near Arctic states.” These are hardly the
countries that one imagines when thinking about the Arctic. As my Hudson Institute
colleague and former U.S. Secretary of State Mike Pompeo has said: “There are Arctic
states, and non-Arctic states. No third category exists. China claiming otherwise entitles
them to exactly nothing.”®

China is motivated be an Arctic actor for five primary reasons:

1) New Shipping Routes. China is unique in modern times in being a continental power
that is almost entirely dependent on the sea for food and energy.® New sea-lanes in the
Arctic have the potential to play an important role when it comes to diversifying China’s
import dependencies.

2) Economic Influence. China sees itself as a global power, and the Arctic is just another
region in which to engage. China hopes to complement its Belt and Road Initiative (BRI)—
a vast trading network being constructed by China on the Eurasian landmass and beyond—
by investing in and constructing major infrastructure projects along the emerging sea-lanes
in the Arctic.

3) Scientific Research. Whether it is for China’s sea-based nuclear deterrent, natural
resource extraction, or commercial shipping, research on polar high-altitude atmospheric
physics, glacial oceans, bioecology, and meteorological geology, scientific research in the
Arctic is important for China’s strategic interests. As a signatory of the 1920 Svalbard
Treaty, China is allowed to conduct scientific research on Norway’s Svalbard archipelago
and has done so since 2004 at its Arctic Yellow River Station located in Ny Alesund.

7 Ibid.
8 Radio Canada International, “US Stuns Audience by Tongue-Lashing China, Russia on Eve of Arctic Council Ministerial,” May 6, 2019,
https://thebarentsobserver.com/en/arctic/2019/05/us-stuns-audience-tongue-lashing-china-russia-eve-arctic-council-ministerial
® Dean Cheng, “The Importance of Maritime Domain Awareness for the Indo—Pacific Quad Countries,” Heritage Foundation
Backgrounder No. 3392, March 6, 2019, https://www.heritage.org/global-politics/report/the-importance-maritime-domain-awareness-the-
indo-pacific-quad-countries
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4) Laying the Groundwork for Future Military Activity in the Region. Currently,
China’s military involvement in the Arctic is limited. According to open-source reporting,
the U.S. Coast Guard has spotted the People’s Liberation Army Navy in international waters
off the coast of Alaska in recent years. However, there is no publicly available evidence that
the PLA Navy has never sailed into waters above the Arctic Circle. The Pentagon has
warned “that China could use its civilian research presence in the Arctic to strengthen its
military presence, including by deploying submarines to the region as a deterrent against
nuclear attacks.”°

5) Access to Minerals, Fishing, and Other Natural Resources. China also sees the Arctic
region as a way to satisfy its growing demands for energy and food. China is a significant
investor in Russian natural gas projects. There are ongoing talks between Moscow and
Beijing for the construction of the Power of Siberia 2 natural gas pipeline to complement the
existing Power of Siberia line. The dietary needs of China’s population can be met partly by
increased fishing in the Arctic region.

A Role for NATO?

The U.S. ability to meet national security objectives in the Arctic is made possible (and
easier) by the close collaboration with partner nations in the region. Luckily for the U.S.,
six of the other seven Arctic countries are either treaty allies through NATO (Canada,
Denmark, Finland Iceland, and Norway) or, in the case of Sweden, will soon be in NATO.

Considering that most of the world’s Arctic countries are in NATO, one would expect that
the Alliance would place a strong focus on the region. This has not been the case. While
there are training exercises that take partially take place in Norway’s Arctic region, NATO
has no agreed common position or policy on its role in the Arctic region. Until recently, no
official document from NATO even contained the word “Arctic”. This began to change in
2022 when NATO’s Strategic Concept published that summer mentioned the “High
North”—a first for the Alliance. The recent communique from the 2023 Vilnius Summit
makes one brief mention of the Arctic—the first time the Arctic was mentioned in a
summit communique in recent memory.

NATO has been internally divided on the role that the Alliance should play in the Arctic.
Norway has traditionally been the leading voice inside the Alliance for promoting NATO’s
role in the Arctic. It is the only country in the world that has its permanent military
headquarters above the Arctic Circle, and it has invested extensively in Arctic defense
capabilities.

10 phil Stewart and Idrees Ali, “Pentagon Warns of Risk of Chinese Submarines in Arctic,” Reuters, May 2, 2019,
https://www.reuters.com/article/us-usa-china-military-arctic/pentagon-warns-on-risk-of-chinese-submarines-in-arctic-idUSKCN 1 S829H
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Canada has likewise invested heavily in Arctic defense capabilities. However, unlike
Norway, Canada has stymied past efforts by NATO to take on a larger role in the region.
Generally speaking, Canada is concerned that an Alliance role in the Arctic would afford
non-Arctic NATO countries influence in an area where they otherwise would have

none. As a sovereign nation state, Canada has a prerogative to determine what role, if any,
NATO should play in Canada’s Arctic region. However, as a collective security alliance,
NATO cannot ignore the Arctic altogether, and the Alliance should not remain divided on
the issue. With Sweden’s pending membership, this will mean that seven out of the eight
Arctic powers will be part of the same security alliance. From a practical point of view,
NATO now has no choice but to develop and implement a policy in the region. This
probably explains why recent official NATO documents are starting to mention the region
explicitly.

Russia’s Invasion of Ukraine Impacting the Arctic

There have been many unintended consequences resulting from Russia's large-scale
invasion of Ukraine last year. For example, the war has threatened Ukraine’s global grain
exports leaving some countries in Africa and the Middle East with the threat of food
insecurity. Russia is now reliant on Iran for weapons imports—something unimaginable
before the war. Global energy markets have been impacted because of the war too.
However, one area that has been affected by the war but doesn't get much attention is the
Arctic region. There are four areas that have been impacted:

1) The functioning of the Arctic Council. The Arctic Council was founded in 1994 by the
eight Arctic states (Canada, Denmark, Finland, Iceland, Norway, Russia, Sweden, and the
US) to cooperate in the region on non-military related issues. Over the years, cooperation
has taken place on search and rescue operations, oil spill cleanup, and other environmental
issues.

Even after Russia's annexation of Crimea in 2014, cooperation continued inside the council.
But since Russia’s invasion of Ukraine last year the Arctic Council has stopped functioning.
No meetings take place and day-to-day operations have stopped. In May, Russia's two year-
long chairmanship of the Arctic Council transferred to Norway. Normally, there's a big
summit and a lot of diplomatic fanfare when a transfer takes place. Not this time. Instead,
Russia handed over the chair of the Arctic Council to Norway during a lowkey virtual
meeting.

2) New opportunities for China in the Arctic. The impact of the war in Ukraine on
China’s Arctic ambitions are twofold. On one hand, Western economic sanctions have



created new opportunities for Chinese firms. No doubt China will try stepping in to help
Russia. This will mean more cooperation between Moscow and Beijing in the Arctic region.
For example, in April, Russia and China signed an agreement to increase coastguard
cooperation in the Arctic.!! There is also a lot of ambition regarding energy cooperation
between the two.

On the other hand, with the Arctic Council no longer functioning, Beijing has lost one of its
most important tools for influence in the Arctic. Since 2013, China has been an observer
member of the Arctic Council and it uses this position to fund research projects and exert
influence in the Arctic region. Until the Arctic Council resumes normal operations, China
will have to find other ways to play an active diplomatic role in the region.

3) Russia’s ambitious plans for its Northern Sea Route are being curtailed. The
Northern Sea Route runs from the Barents Sea to the Bering Strait along the northern coast
of Russia connecting European with Asian markets. There are some who suggest that the
route could become a viable alternative—even a rival—to the Suez Canal because it cuts
transit time and distance from Europe to East Asia considerably.

In some cases, this is true. Using Northern Sea Route certainly makes a trip between
northern European ports to northern Asian ports considerably shorter than using the Suez
Canal route. It must be pointed out that this is not the case for southern European ports like
Genoa, Trieste or Barcelona.

The Northern Sea Route is far from competing with the Suez Canal. In 2021, the year before
Russia’s large-scale invasion of Ukraine and the implementation of western economic
sanctions, only 35 million tons of goods transited along that route. Of this, only 2.75 million
tons made the full journey between Europe to Asia. *2 This is .02% of the volume of goods
that transited through the Suez Canal during the same year. During this period 86 ships
transited the full Northern Sea Route between Europe and Asia—equal to the number of
ships that pass through the Suez Canal every 36 hours.

International sanctions against Russia have discouraged the use of the route even more. Last
year, not a single foreign ship used the route to transport cargo—not even from China.*3
Only 34 million tons of goods were shipped using the route and there were no full transits

11 Thomas Nilsen, “Russia’s Coast Guard cooperation with China is a big step, Arctic security expert says,” The Barents Observer, April
28, 2023, https://thebarentsobserver.com/en/security/2023/04/russias-arctic-coast-guard-cooperation-china-big-step-expert
12 Malte Humpert, “Cargo Volume on Northern Sea Route Reaches 35m Tons, Record Number of Transits,” High North News, January 26,
2022, https://www.highnorthnews.com/en/cargo-volume-northern-sea-route-reaches-35m-tons-record-number-transits
13 Atle Staalesen, “No foreign vessels in sight, but shipping on Northern Sea Route still vibrant, Russian authorities say,” December 21,
2022, The Barents Observer, https://thebarentsobserver.com/en/industry-and-energy/2022/12/no-foreign-vessels-sight-shipping-northern-
sea-route-still-vibrant
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linking Europe with Asia.}* Even with the Russian government continuing to invest in the
Northern Sea Route, the possibility of it replacing Suez, or even drastically increasing the
volume of trade transported along the route, seems remote.

4) An impact on Russia’s overall military readiness in the Arctic. While Russia has not
let the war against Ukraine stop it from investing and its nuclear weapons modernization
program and infrastructure projects above the Arctic Circle, the invasion has taken a toll on
Russia's conventional armed forces based in the Arctic region.

A good example of this is the 200" Separate Motor Rifle Brigade stationed in Pechenga
only miles for the border with Norway in the Russian Arctic. This unit, specially trained and
equipped to fight in Arctic conditions, participated in the initial large-scale invasion of
Ukraine last year. According to media reports, of the initial 1400 troops it entered Ukraine
with only 900 survived.*® The loss of Russian armored vehicles, main battle tanks, and other
associated military hardware is well documented through open-source intelligence
gathering. Undoubtedly, this loss of equipment and personnel in Ukraine will impact
Russia’s conventional military readiness in the Arctic is ways not yet completely
understood. With the main focus of Russia's conventional armed forces being on the war in
Ukraine there is less focus and fewer resources available for Russia's military in the Arctic
region.

Recommendations

Russia is reverting to its imperial ways, and China is expanding its economic influence
across much of the world. As new economic opportunities and security challenges
continue to manifest in the Arctic, the U.S. must be prepared. The U.S. should:

e Continue to invest in the U.S. Coast Guard and U.S. Navy Arctic situational
awareness capabilities. The remote and harsh conditions of the Arctic region make
unmanned systems particularly appealing for providing additional situational
awareness, intelligence, surveillance, and reconnaissance.

e Conduct Freedom of Navigation operations in the Arctic. Russia’s dubious claim
that the Northern Sea Route is an internal waterway goes against international law
and norms. The U.S. should follow the lead of the French navy and conduct

14 Malte Humpert, * Northern Sea Route Sees Lots of Russian Traffic, But No International Transits in 2022,” June 14, 2023, High North
News, https://www.highnorthnews.com/en/northern-sea-route-sees-lots-russian-traffic-no-international-transits-2022

15 Greg Miller, et al., ““Wiped out’: War in Ukraine has decimated a once feared Russian brigade,” The Washington Post, December 16,
2022, https://www.washingtonpost.com/world/2022/12/16/russia-200th-brigade-decimated-ukraine/
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Freedom of Navigation operations in the region in a way that is in line with U.S.
national interest and in accordance with international law and norms.

Work with allies to develop a NATO Arctic strategy. The Alliance should agree
to develop a comprehensive Arctic policy to address security challenges in the
region. This is particularly important considering the entry of Finland and Sweden
into the Alliance.

Call for a NATO summit to be held above the Arctic Circle. This would bring

immediate awareness of Arctic issues to the Alliance. Perhaps the Norwegian city of
Tromsg would be most appropriate, since few cities above the Arctic Circle have the
required infrastructure to hold a major international gathering like a NATO Summit.

Continue to raise awareness of China’s questionable ambitions. China has
declared itself a “near Arctic state”—a made-up term that previously did not exist in
Acrctic discourse. The U.S. should work with like-minded partners in the Arctic to
raise legitimate concerns about China’s ambitions in the region. So far, China’s
motivation in the Arctic seems to be more about economics and less about security
but considering China’s predatory economic behavior in places like Africa, it is only
reasonable to question China’s motivations in the Arctic.

Deepen relations with Iceland. Not only is Iceland an important NATO member,
but it is also home to a very important air base in the Arctic region. The Trump
Administration ended the diplomatic sanctions that applied to Reykjavik by the
Obama Administration over Icelandic whaling. The Biden Administration should
continue to improve U.S.-Icelandic relations.

Deepen relations with Greenland. Greenland is an autonomous constituent country
of the Kingdom of Denmark. Greenland has competency over most policy areas,
with the big exceptions being foreign affairs, defense, and monetary policy—all of
which are still controlled by Copenhagen. The U.S. has operated an important
military base in Greenland since 1943. In 2020, the U.S. re-established a diplomatic
presence in the capital Nuuk—the first such presence on the island since 1953. The
U.S. should ensure that it invests adequately in the military infrastructure in
Greenland and deepen relations with Nuuk.

Consider establishing a U.S. diplomatic presence in the Faroe Islands. The Faroe
Islands is an autonomous constituent country of the Kingdom of Denmark located in
the north Atlantic about halfway between the UK and Iceland. Like Greenland, the
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Faroe Islands has competency over most policy areas, with the big exceptions being
foreign affairs, defense, and monetary policy—all of which are still controlled by
Copenhagen. While the U.S. does not maintain a military base in the Faroe Islands,
the country’s geopolitical significance is increasing. For example, in June, a nuclear-
powered U.S. submarine (the USS Delaware) visited the islands for a port call—the
first such visit by the U.S. Navy in the Faroe Islands. With a population comparable
to Greenland’s, and with growing geo-political importance, the U.S. should consider
establishing a diplomatic presence in the Faroe Islands too.

e Consider the use of Svalbard for any required scientific needs under the terms
of the 1920 Svalbard Treaty. Due to its location in the Arctic region and its
particular environmental conditions, Svalbard is very attractive for scientific
research. In the past, the Department of Defense has conducted research there and it
should consider doing so in the future if the need arises. This is an excellent way for
the U.S. to “fly the flag” in a region with significant geo-political importance.

e Preparing for the future of the Arctic Council and multilateral cooperation in
the Arctic. It is inconceivable that the Arctic Council in its current form will
function in any meaningful way as long as Russia continues its aggression against
Ukraine. The seven other Arctic states need to start thinking about alternative
structures and new ways of cooperating in the Arctic region. The goal would not be
to replace the Arctic Council but instead to ensure that a framework is created
allowing important work to continue without Russia. The United States should lead
this effort.

Conclusion

America’s interests in the Arctic region will only increase in the years to come. As other
nations devote resources and assets in the region to secure their national interests, America
cannot afford to fall behind. The U.S. needs to champion an agenda that advances the U.S.
national interest and devotes the required national resources to the region. With the Arctic
becoming increasingly important in an era of strategic competition, now is not the time for
the U.S. to turn away from its own backyard.
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Introduction

Chairman Giménez, Ranking Member Thanedar, distinguished members of the subcommittee, thank you
for the opportunity to appear before you today to discuss strategic competition in the Arctic.

As part of my work as the CRS specialist for naval affairs, I am the head of the CRS Arctic team, the
coordinator of the CRS overview report on the Arctic,! and the author of the CRS report on the Coast
Guard’s Polar Security Cutter (PSC) program.? The Arctic and PSC reports were initiated in 2010 and
2008, respectively, and have been updated periodically since then, most recently on July 5 and July 10,
2023, respectively. My other periodically updated CRS reports include the CRS report on the defense
implications of great power competition, which was initiated in 2014,® and the CRS report on U.S.-China
strategic competition in the South and East China Seas, which was initiated in 2012.* My biography is in
the Appendix at the end of this statement.

As requested by the subcommittee, my statement focuses primarily on the Coast Guard, and particularly
on the PSC program. Portions of this statement are adapted from the PSC and Artic overview reports.

Arctic Geopolitical Environment

The CRS Arctic overview report’s discussion of the Arctic geopolitical environment covers the evolution
of the Arctic geopolitical environment since the end of the Cold War, the emergence of great power
competition (i.e., strategic competition) in the Arctic, the impact on the Arctic of Russia’s war in Ukraine,
Russian and Chinese activities in the Arctic, and military (including U.S. Coast Guard) operations in the
Arctic.® The discussion in that report provides a geopolitical context for the material presented below,
which focuses on Coast Guard polar icebreakers, Arctic search and rescue (SAR), and a U.S. Arctic
strategic seaport.

Coast Guard Polar Icebreakers

Multiple Polar Missions (Not Just Icebreaking)

Within the U.S. government, the Coast Guard is the U.S. agency responsible for polar icebreaking. The
Coast Guard’s polar icebreakers, however, do not simply break ice—they are multi-mission cutters that
conduct a variety of operations in polar waters. U.S. polar ice operations conducted in large part by the
Coast Guard’s polar icebreakers support 9 of the Coast Guard’s 11 statutory missions.® The roles of U.S.
polar icebreakers can be summarized as follows:

1 CRS Report R41153, Changes in the Arctic: Background and Issues for Congress, coordinated by Ronald O'Rourke.

2 CRS Report RL34391, Coast Guard Polar Security Cutter (Polar Icebreaker) Program: Background and Issues for Congress,
by Ronald O'Rourke.

3 CRS Report R43838, Great Power Competition: Implications for Defense—Issues for Congress, by Ronald O'Rourke.

4 CRS Report R42784, U.S.-China Strategic Competition in South and East China Seas: Background and Issues for Congress, by
Ronald O'Rourke.

5 See pages 20-44 of the current (July 5, 2023) version of CRS Report R41153, Changes in the Arctic: Background and Issues for
Congress, coordinated by Ronald O'Rourke.

6 The 11 missions are marine safety; search and rescue; aids to navigation; living marine resources (fisheries law enforcement);
marine environmental protection; ice operations; ports, waterways and coastal security; drug interdiction; migrant interdiction;
defense readiness; other law enforcement. The two statutory missions not supported by polar ice operations are illegal drug
(continued...)
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e conducting and supporting scientific research in the Arctic and Antarctic;

e defending U.S. sovereignty in the Arctic by helping to maintain a U.S. presence in U.S.
territorial waters in the region;

e defending other U.S. interests in polar regions, including economic interests in waters
that are within the U.S. exclusive economic zone (EEZ) north of Alaska;

e monitoring sea traffic in the Arctic, including ships bound for the United States; and

e conducting other typical Coast Guard missions (such as search and rescue, law
enforcement, and protection of marine resources) in Arctic waters, including U.S.
territorial waters north of Alaska.’

Polar (Not Just Arctic) Operations

The Coast Guard’s large icebreakers are called polar icebreakers rather than Arctic icebreakers because
they perform missions in both the Arctic and Antarctic. Operations to support National Science
Foundation (NSF) research activities in both polar regions account for a significant portion of U.S. polar
icebreaker operations.

Supporting NSF research in the Antarctic focuses on performing an annual mission, called Operation
Deep Freeze (ODF), to break through Antarctic sea ice so as to reach and resupply McMurdo Station, the
large U.S. Antarctic research station located on the shore of McMurdo Sound, near the Ross Ice Shelf.
The Coast Guard states that Polar Star, the Coast Guard’s only currently operational heavy polar
icebreaker, “spends the [northern hemisphere] winter [i.e., the southern hemisphere summer] breaking ice
near Antarctica in order to refuel and resupply McMurdo Station. When the mission is complete, the
Polar Star returns to dry dock [in Seattle] in order to complete critical maintenance and prepare it for the
next ODF mission. Once out of dry dock, it’s back to Antarctica, and the cycle repeats itself.”® The Coast
Guard’s medium polar icebreaker, Healy, spends most of its operational time in the Arctic supporting NSF
research activities and performing other operations.

Required Numbers of Coast Guard Polar Icebreakers

The Coast Guard testified in April and June 2023 that it had recently completed a new fleet mix analysis
that concluded that the Coast Guard will require a total of eight to nine polar icebreakers to perform its
various polar (i.e., Arctic and Antarctic) missions in coming years:

e Atan April 18, 2023, hearing on the Coast Guard’s proposed FY2024 budget before the
Coast Guard and Maritime Transportation subcommittee of the House Transportation and
Infrastructure Committee, the Commandant of the Coast Guard, Admiral Linda L. Fagan,
stated: “We recently—I recently signed out a fleet mix analysis that indicates we need

interdiction and undocumented migrant interdiction. (Department of Homeland Security, Polar Icebreaking Recapitalization
Project Mission Need Statement, Version 1.0, approved by DHS June 28, 2013, p. 10.)

" This passage, beginning with “The roles of ... ,” originated in CRS Report RL34391 on polar icebreakers and was later
transferred by the Government Accountability Office (GAO) with minor changes to Government Accountability Office, Coast
Guard[:]Efforts to Identify Arctic Requirements Are Ongoing, but More Communication about Agency Planning Efforts Would
Be Beneficial, GAO-10-870, September 2010, p. 53.

8 U.S. Department of Defense, Defense Visual Information Distribution System (DVIDS), “Coast Guard Icebreaker Crew
Completes Second Arctic Mission; U.S. Interests in Arctic Domain Depends [sic] on Fleet Recapitalization,” press release,
October 19, 2018.
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eight to nine icebreakers.”® Admiral Fagan’s testimony did not otherwise characterize the
results of the fleet mix analysis.™°

e AtalJune 21, 2023, hearing before the same subcommittee on the Coast Guard’s
emerging challenges and statutory needs, the Vice Commandant of the Coast Guard,
Admiral Steven D. Poulin, similarly stated: “We were on a trajectory to build the polar
security cutters, but we recently delivered to this committee and other committees our
fleet mix analysis, and in that fleet mix analysis we concluded that we likely need eight to
nine new icebreakers. Some of those will be heavy icebreakers like the polar security
cutter that's being built at Bollinger, Mississippi. Others may be Arctic security cutters
[ASCs, i.e., medium polar icebreakers].”'* Admiral Poulin’s testimony, like Admiral
Fagan’s, did not otherwise characterize the results of the fleet mix analysis.

Prior to this new fleet mix analysis, Coast Guard officials had stated that the service in coming years
would need at least six polar icebreakers, including three capable of breaking heavy polar ice.*?
Current Coast Guard Polar Icebreakers

The operational U.S. polar icebreaking fleet currently consists of one heavy polar icebreaker, Polar Star,
and one medium polar icebreaker, Healy.*® In addition to Polar Star, the Coast Guard has a second heavy

9 CQ transcript of hearing.
10 Congressional offices seeking further information on the fleet mix analysis may contact the author of this CRS report.

11 CQ transcript of hearing. The Coast Guard in late 2020 began referring to its envisioned new medium polar icebreakers as
Avrctic Security Cutters, or ASCs.

12 The Coast Guard testified in February 2020, for example, that

The 2010 High Latitude Mission Analysis Report (HL MAR) identified the need for six new polar
icebreakers (at least three of which must be heavy) under the assumption that, in the future, the Coast Guard
would be required to perform nine of its eleven statutory missions year-round in the Arctic, and meet all
icebreaking needs in support of the United States Antarctic Program.

In 2017, the Coast Guard’s Center for Arctic Study and Policy completed an addendum to the HL MAR. The
objectives were to provide a broad overview of changes in the polar regions over the last seven years and to
provide specific information for use in determining potential impacts on mission areas in the polar regions.
This addendum provides confidence in the original findings and encourages the sustained reliance on its
initial recommendations on the Nation’s need for six icebreakers, three of which must be heavy icebreakers.

(Testimony of Admiral Charles W. Ray, Coast Guard Vice Commandant, on “Arctic Security Issues,” before
the House Homeland Security Subcommittee on Transportation & Maritime Security, February 5, 2020, p. 9.)

In January 2021, then-Commandant of the Coast Guard Admiral Karl Schultz stated publicly that the Coast Guard would ideally
like to have a fleet of six PSCs and three new ASCs, for a total fleet of nine PSCs and ASCs. (See Jon Harper, “SNA News:
Coast Guard Wants Budget ‘Booster Shot,””” National Defense, January 13, 2021; Mallory Shelbourne, “Schultz: Nuclear
Icebreakers Are Not An Option for Coast Guard,” USNI News, January 14, 2021; Cal Biesecker, “With More Resources, Coast
Guard Sees Need For Nine Polar Icebreakers,” Defense Daily, January 14, 2021. See also Stew Magnuson, “Coast Guard Ship
Modernization Under Full Steam,” National Defense, March 3, 2021.)

13 A heavy polar icebreaker generally has more capability for breaking through polar ice than a medium polar icebreaker, which
in turn generally has more capability for breaking through polar ice than a light polar icebreaker. In the International Association
of Classification Societies (IASC) classifications for polar-class ships, heavy polar icebreakers are equivalent to Polar Class 1 or
2 (PC1 or PC2) class ships, medium polar icebreakers are equivalent to PC3 or PC4 class ships, and light polar icebreakers are
equivalent to PC5 or PC6 class ships. PC1 through PCS5 are ships capable of year-round operation in all polar waters (PC1);
moderate multiyear ice conditions (PC2); second-year ice, which may include multiyear ice inclusions (PC3); thick first-year ice,
which may include old ice inclusions (PC4); or medium first-year ice, which may include old ice inclusions (PC5). PC6 are ships
capable of summer/autumn operation in medium first-year ice, which may include old ice inclusions. (Source: Requirements
concerning Polar Class, International Association of Classification Societies, undated, including Revision 4 of December 2019,
Table 1, entitled Polar Class descriptions, p. 11-2.) For a table showing major polar icebreakers of the world organized by PC
class, see Table B-1 in CRS Report RL34391, Coast Guard Polar Security Cutter (Polar Icebreaker) Program: Background and
Issues for Congress, by Ronald O'Rourke.
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polar icebreaker, Polar Sea. Polar Sea, however, suffered an engine failure in June 2010 and has been
nonoperational since then.

Polar Star and Polar Sea entered service in 1976 and 1978, respectively, and are now well beyond their
originally intended 30-year service lives. The Coast Guard in recent years has invested millions of dollars
to overhaul, repair, and extend the service life of Polar Star, but as a result of its advancing age, the ship’s
material condition has nevertheless become increasingly fragile, if not precarious. During its annual
deployments to McMurdo Station in Antarctica, shipboard equipment frequently breaks, and shipboard
fires have occurred.’* Replacements for many of the ship’s components are no longer commercially
available. To help keep Polar Star operational, the Coast Guard is using Polar Sea as a source of
replacement parts.

PSC Program

The PSC program was initiated in the Coast Guard’s FY2013 budget submission, and envisages the
acquisition of at least three new PSCs (i.e., heavy polar icebreakers), to be followed years from now by
the acquisition of additional new ASCs (i.e., medium polar icebreakers). The PSC program was
previously known as the polar icebreaker (PIB) program. Changing the program’s name to the PSC
program is intended to call attention to the fact that the Coast Guard’s polar icebreakers perform a variety
of missions relating to national security, not just icebreaking.'®

The PSC program is managed by a Coast Guard-Navy Integrated Program Office (IPO).1® The Navy and
Coast Guard in 2020 estimated the total procurement costs of the first three PSCs in then-year dollars as
$1,038 million (i.e., about $1.0 billion) for the first ship, $794 million for the second ship, and $841
million for the third ship, for a combined estimated cost of $2,673 million (i.e., about $2.7 billion). A
Government Accountability Office (GAO) report that was released on April 20, 2023, and which reports
on the status of major DHS acquisition programs as of September 30, 2022, states that as of June 2022,
the combined estimated procurement cost of the three PSCs was $2,789 million,'” which is $116 million
(about 4.3%) more than the figure of $2,673 million.

On April 23, 2019, the Coast Guard-Navy Integrated Program Office for the PSC program awarded a
fixed-price, incentive-firm contract for the detail design and construction (DD&C) of the first PSC to
Halter Marine Inc. of Pascagoula, MS, a shipyard that was owned at the time by Singapore Technologies
(ST) Engineering. The DD&C contract includes options for building the second and third PSCs. On
December 29, 2021, the Coast Guard exercised a fixed price incentive option to its contract with Halter
Marine Inc. for the second PSC. In November 2022, ST Engineering sold Halter Marine to Louisiana-
based Bollinger Shipyards. The former Halter Marine is now called Bollinger Mississippi Shipbuilding.8

14 See, for example, Richard Read, “Meet the Neglected 43-Year-Old Stepchild of the U.S. Military-Industrial Complex,” Los
Angeles Times, August 2, 2019; Melody Schreiber, “The Only Working US Heavy Icebreaker Catches Fire Returning from
Antarctica,” Arctic Today, March 2, 2019; Calvin Biesecker, “Fire Breaks Out On Coast Guard’s Aging, and Only, Heavy
Icebreaker,” Defense Daily, March 1, 2019.

15 See, for example, Ben Werner and Sam LaGrone, “Coast Guard Renames New Icebreaker Program ‘Polar Security Cutter,””
USNI News, September 27, 2018. See also Sydney J. Freedberg Jr., “With Funding In Peril, Coast Guard Pushes Icebreaker As
‘Polar Security Cutter,”” Breaking Defense, October 29, 2018.

16 A key aim in establishing the IPO was to permit the Navy to share its ship-procurement best practices with the Coast Guard so
as to help the Coast Guard reduce the time and cost needed to design and procure the PSCs.

17 Government Accountability Office, DHS Annual Assessment[:] Major Acquisition Programs Are Generally Meeting Goals,
but Cybersecurity Policy Needs Clarification, GAO-23-106701, April 2023, p. 50.

18 See, for example, Sam LaGrone, “Bollinger Closes $15M Acquisition of Halter Marine, New Name: ‘Bollinger Mississippi
Shipbuilding,””” USNI News, November 14, 2022; Cal Biesecker, “Bollinger Completes Acquisition Of Halter Marine,” Defense
Daily, November 14, 2022; Justin Katz, “Why a Small Shipyard Merger Could Signal Bigger Problems for the US Military,”
(continued...)
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The PSC program is using the parent design approach, meaning that the design of the PSC (Figure 1) is
based on an existing icebreaker design. A key aim in using the parent design approach is to reduce cost,
schedule, and technical risk in the PSC program. The parent design is German design for Polar Stern 11
(also spelled Polarstern II), a ship that is to be built as the replacement for Polarstern, Germany’s current
polar research and supply icebreaker.

Figure |.Rendering of PSC Design

Source: lllustration accompanying Sam LaGrone, “UPDATED: VT Halter Marine to Build New Coast Guard Icebreaker,”
USNI News, April 23, 2019, updated April 24, 2019. The caption to the illustration states “An artist’s rendering of VT
Halter Marine’s winning bid for the U.S. Coast Guard Polar Security Cutter. VT Halter Marine image used with
permission.”

The PSC program has received a total of $1,881.8 million in procurement funding through FY2023,
including $300 million provided through the Navy’s shipbuilding account ($150 million each in FY2017
and FY2018), and the remainder provided through the Coast Guard’s Procurement, Construction, and
Improvements (PC&I) account. The procurement of the first two PSCs is fully funded, and the Coast
Guard has started to fund the third PSC. The Coast Guard’s proposed FY2024 budget requests $170.0
million in continued procurement funding for the PSC program.

The Coast Guard originally aimed to have the first PSC delivered in 2024, but the ship’s estimated
delivery date has subsequently been delayed repeatedly. An April 2023 GAO report states that as of
August 2022, about 41 percent of the ship’s overall design had been completed,® raising a question as to
how much time the use of the German parent design has in practice saved in designing the PSC. Given the
degree of design completion as of August 2022, construction of the ship might begin no earlier than 2024.
If so, and if the ship takes at least four years to build, which might be a reasonable estimate for building a
lead ship (i.e., first ship in the class) of the PSC’s size and complexity, then the first PSC might be

Breaking Defense, November 14, 2022; Sam LaGrone, “Updated: Bollinger to Buy Halter Marine Shipyard, Oversee Coast
Guard Polar Security Cutter Program,” USNI News, November 6, 2022.

19 Government Accountability Office, DHS Annual Assessment[:] Major Acquisition Programs Are Generally Meeting Goals,
but Cybersecurity Policy Needs Clarification, GAO-23-106701, April 2023, p. 51.
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delivered no earlier than 2028. Admiral Fagan reportedly provided a similar estimate in testimony at a
July 13, 2023, hearing on the Coast Guard’s budget before the Oceans, Fisheries, Climate Change and
Manufacturing subcommittee of the Senate Commerce, Science, and Transportation Committee.?

Cost growth in other Navy and Coast Guard shipbuilding programs reported in the Navy’s FY2024
budget submission and a June 2023 GAO report includes the following:

e About 10% cost growth since the Navy’s FY2023 budget submission in estimated unit
procurement costs for Navy Virginia-class attack submarines;?!

e About 40% cost growth between 2012 and 2022 in the estimated the total program
acquisition cost of the Coast Guard’s Offshore Patrol Cutter (OPC) program;?

o About 51% cost growth since the Navy’s FY2021 budget submission in estimated unit
procurement costs for Navy John Lewis (TAO-205) class oilers;?® and

e About 82% cost growth since FY2022 in the estimated unit procurement cost of the
Navy’s first TAGOS-25 class ocean surveillance ship.?*

Some of the cost growth shown above may be due to inflation resulting from disruptions to supply chains
related to the COVID-19 pandemic, some may be due to optimistic initial estimates of the intrinsic costs
for building these ships, and some may be due to other causes. Cost growth in these Navy and Coast
Guard shipbuilding programs raises a question regarding the potential for a possibly comparable amount
of cost growth to occur in the PSC program due to inflation, underestimation of intrinsic building costs, or
other causes. If a substantial degree of cost growth occurs in the PSC program, it could raise a question
regarding whether to grant some form of contract relief to the PSC shipbuilder, as occurred in the OPC
program.?®

One option for Congress would be to ask the Congressional Budget Office (CBO) to conduct a more-
refined analysis of the potential for cost growth in the PSC program. Something similar occurred with the

20 Cal Biesecker, “Fagan Suggests Further Delay In Polar Security Cutter,” Defense Daily, July 13, 2023.

21 The estimated unit procurement cost of Virginia-class attack submarines to be procured in FY2025-FY 2027 is about 10%
higher in the Navy’s FY2024 budget submission than in the Navy’s FY2023 budget submission. For more on the Virginia-class
program, see CRS Report RL32418, Navy Virginia (SSN-774) Class Attack Submarine Procurement: Background and Issues for
Congress, by Ronald O'Rourke.

22 A June 2023 GAO report on the OPC program states: “The OPC’s total acquisition cost estimate increased from $12.5 billion
to $17.6 billion between 2012 and 2022. The program attributes the 40 percent increase to many factors, including restructuring
the stage 1 contract [for OPCs 1 through 4] and recompeting the stage 2 requirement [for OPCs 5 through 15] in response to a
disruption caused by Hurricane Michael, and increased infrastructure costs for homeports and facilities, among other things.”
(Government Accountability Office, Coast Guard Acquisitions[:] Offshore Patrol Cutter Program Needs to Mature Technology
and Design, GAO 23-105805, June 2023, highlights page.) For more on the OPC program, see CRS Report R42567, Coast
Guard Cutter Procurement: Background and Issues for Congress, by Ronald O'Rourke.

2 |In the Navy’s FY2021 budget submission, the four TAO-205s programmed for procurement during the five-year period
FY2021-FY2025 had an average estimated procurement cost of $556.9 million per ship, while in the Navy’s FY2024 budget
submission, the six TAO-205s programmed for procurement during the five-year period FY2024-FY2028 have an average
estimated procurement cost of $843.4 million, a figure that is 51% greater. For more on the TAO-205 program, see CRS Report
R43546, Navy John Lewis (TAO-205) Class Oiler Shipbuilding Program: Background and Issues for Congress, by Ronald
O'Rourke.

24 The Navy in FY2022 procured the first of a planned class of seven new TAGOS-25 class ocean surveillance ships at a cost of
$434.4 million. The Navy’s FY2024 budget submission shows that the ship’s estimated procurement cost has since grown to
$789.6 million—an increase of $355.2 million, or 81.8%. For more on the TAGOS-25 program, see CRS In Focus 1F11838,
Navy TAGOS-25 (Previously TAGOS[X]) Ocean Surveillance Shipbuilding Program: Background and Issues for Congress, by
Ronald O'Rourke.

25 For more on the contract relief granted in the OPC program, which was done under the authority provided by P.L. 85-804 (50
U.S.C. 1431-1435), see CRS Report R42567, Coast Guard Cutter Procurement: Background and Issues for Congress, by Ronald
O'Rourke.
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Navy’s Constellation (FFG-62) class frigate program: A preliminary CRS analysis suggested that if FFG-
62s were to cost about the same to construct per thousand tons of displacement as other recent U.S.
military surface combatants, then the third and subsequent FFG-62s could cost 17% to 56% more than the
budgeted estimates for those ships in the Navy’s FY2021 budget submission. Following that preliminary
CRS analysis, CBO was asked to conduct a more-refined analysis, which estimated that the first 10 FFG-
62s will cost 40% more to build than the Navy estimates.?®

The April 2023 GAO report mentioned earlier provides additional information regarding cost, technical,
and schedule risk in the PSC program.?’

Existing Commercially Available Polar Icebreaker (CAPI)

The Coast Guard’s proposed FY2024 budget, in addition to requesting continued procurement funding for
the PSC program, also requests $125.0 million in procurement funding for the purchase of an existing
commercially available polar icebreaker (CAPI) that would be modified to become a Coast Guard polar
icebreaker, so as to help augment the Coast Guard’s current polar icebreaking capacity until the new PSCs
enter service, and to continue augmenting the Coast Guard’s polar icebreaking capacity after the PSCs
enter service. Under the Coast Guard’s proposal, the Coast Guard would conduct a full and open
competition for the purchase, the commercially available icebreaker that the Coast Guard selects for
acquisition would be modified for Coast Guard operations following its acquisition, and the ship would
enter service 18 to 24 months after being acquired. The total cost to purchase the ship and then modify it
to meet Coast Guard mission needs is uncertain.

Prior to 2021, Coast Guard plans did not include the acquisition of such a ship. The Coast Guard’s
FY2022 unfunded priorities list (UPL), dated June 29, 2021, however, included a $150.0 million item for
the lease or purchase of a commercially available vessel to provide polar icebreaking capability until the
future delivery of PSCs.?® The following year, the Coast Guard as part of its proposed FY2023 budget
requested $125.0 million in procurement funding for the purchase of an existing commercially available
polar icebreaker. Congress, in acting on the Coast Guard’s proposed FY2023 budget, denied the request.
The Coast Guard is once again requesting the $125.0 million as part of its proposed FY2024 budget.

Service Life Extension for Polar Star

The Coast Guard plans to extend the service life of Polar Star until the delivery of at least the second
PSC.? The Coast Guard estimated the cost of Polar Star s service life extension work at $75 million, a
sum that was funded at a rate of $15 million per year for five years, with the final $15-million increment
being provided in FY2023.

% For additional discussion, see CRS Report R44972, Navy Constellation (FFG-62) Class Frigate Program: Background and
Issues for Congress, by Ronald O'Rourke.

27 Government Accountability Office, DHS Annual Assessment[:] Major Acquisition Programs Are Generally Meeting Goals,
but Cybersecurity Policy Needs Clarification, GAO-23-106701, April 2023, pp. 50-51.
28 .S. Coast Guard, FY 2022 Unfunded Priorities List, Report to Congress, June 29, 2021, p. 3.
2 In February 2020, for example, the Coast Guard testified that
The Coast Guard also understands that we must maintain our existing heavy and medium icebreaking
capability while proceeding with recapitalization.... Maintenance of POLAR STAR will be critical to
sustaining this capability until the new PSCs are delivered. Robust planning efforts for a service life
extension project on POLAR STAR are already underway and initial work for this project will begin in 2020,
with phased industrial work occurring annually from 2021 through 2023. The end goal of this process will be
to extend the vessel’s service life until delivery of at least the second new PSC.

(Testimony of Admiral Charles W. Ray, Coast Guard Vice Commandant, on “Arctic Security Issues,” before
the House Homeland Security Subcommittee on Transportation & Maritime Security, February 5, 2020, p. 9.)
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Search and Rescue (SAR)

Increasing sea and air traffic through Arctic waters has increased concerns regarding Arctic-area search
and rescue (SAR) capabilities. Given the location of current U.S. Coast Guard operating bases, it could
take Coast Guard aircraft several hours, and Coast Guard cutters days or even weeks, to reach a ship in
distress or a downed aircraft in Arctic waters. The Coast Guard states that “the closest Coast Guard Air
Station to the Arctic is located in Kodiak, AK, approximately 820 nautical miles south of Utqiagvik, AK,
which is nearly the same distance as from Boston, MA, to Miami, FL.”*® In addition to such long
distances, the harsh climate complicates SAR operations in the region.

Particular concern has been expressed about cruise ships carrying large numbers of civilian passengers
that may experience problems and need assistance. There have been incidents of this kind with cruise
ships in waters off Antarctica, and a Russian-flagged passenger ship with 162 people on board ran
aground on Canada’s Northwest Passage on August 24, 2018.%

The Coast Guard is participating in exercises focused on improving Arctic SAR capabilities. Further
increasing U.S. Coast Guard SAR capabilities for the Arctic could require one or more of the following:
enhancing or creating new Coast Guard operating bases in the region; procuring additional Arctic-capable
aircraft, cutters, and rescue boats for the Coast Guard; and adding systems to improve Arctic maritime
communications, navigation, and domain awareness. It may also entail enhanced forms of cooperation
with navies and coast guards of other Arctic countries.

On May 12, 2011, representatives from the member states of the Arctic Council, meeting in Nuuk,
Greenland, signed an agreement on cooperation on aeronautical and maritime SAR in the Arctic.*? The
agreement divides the Arctic into SAR areas within which each party has primary responsibility for
conducting SAR operations. Figure 2 shows a map of the national areas of SAR responsibility based on
the geographic coordinates listed in the Annex to the agreement.

U.S. Arctic Strategic Seaport

Some observers have expressed concern about whether the United States is doing enough militarily to
defend its interests in the Arctic, and in some cases have offered recommendations for doing more, such
as building ice-hardened Navy or Coast Guard surface ships other than icebreakers, or establishing a
strategic seaport in Alaska’s north to better support DOD and Coast Guard operations in the Arctic.
(Anchorage, in the southern part of Alaska’s mainland, was designated a U.S. strategic seaport for
supporting DOD operations in 2004.) A June 2023 press report stated that a $600 million project to
expand port facilities at Nome, Alaska, will make Nome “the nation’s first deep-water Arctic port. The
expansion, expected to be operational by the end of the decade, will accommodate not just larger cruise
ships of up to 4,000 passengers, but cargo ships to deliver additional goods for the 60 Alaska Native
villages in the region, and military vessels to counter the presence of Russian and Chinese ships in the
Arctic.”

30 Coast Guard, Arctic Strategic Outlook, April 2019, p. 11.
31 Malte Humpert, “A Cruise Ship Runs Aground in Canada’s Arctic Waters; The Akademik loffe’s Sister Ship Was Nearby, and
Together with Canadian Coast guard Ships, Was Able to Rescue All Passengers,” ArcticToday, August 28, 2018.

32 For a State Department fact sheet on the agreement, see “Secretary Clinton Signs the Arctic Search and Rescue Agreement
with Other Arctic Nations,” May 12, 2011, accessed July 11, 2023, at https://2009-2017 .state.gov/r/pa/prs/ps/2011/05/
163285.htm.

33 Mark Thiessen, “Cruising to Nome: The First U.S. Deep Water Port for the Arctic to Host Cruise Ships, Military,” Associated
Press, June 18, 2023.
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Figure 2.Arctic SAR Areas in Arctic SAR Agreement
(Based on geographic coordinates listed in the agreement)
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Source: Map posted at “Arctic Region,” U.S. Department of State, accessed July |1, 2023, at https://www.state.gov/key-

topics-office-of-ocean-and-polar-affairs/arctic/.

Conclusion

Chairman Giménez, Ranking Member Thanedar, thank you again for the opportunity to appear before you
today, and I will be pleased to respond to any questions the subcommittee may have.
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