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Abstract

Iceland, one of the 12 original NATO members, has been an ally and
partner to the U.S. for more than 60 years. While the end of the Cold
War lowered Iceland’s profile as a geostrategic security partner, the

failure of the Russian “reset” during the early days of the Obama Ad-
ministration, and the resurgent belligerence of Russia, underscores

that the island nation remains an important partner for safequarding

U.S. security interests. The U.S. must not allow Iceland’s small size to

obscure its outsized importance for Arctic and transatlantic security.

he United States is a global power with global interests. These

interests include ensuring that the sea lanes of the North Atlan-
tic remain open to the flow of commerce and information, and that
the North Atlantic Treaty Organization (NATO) remains a bulwark
that ensures peace and security for its member states. Iceland, one
of the 12 original NATO members, has been an ally and partner to
the U.S. for more than 60 years. While the end of the Cold War may
have lowered Iceland’s profile as a geostrategic security partner, the
failure of the Russian “reset” during the early days of the Obama
Administration, and the resurgent belligerence of Russia, under-
scores that the island nation remains an important partner for safe-
guarding U.S. security interests.

In the northern Atlantic Ocean, Iceland sits on the very fron-
tier of the North American landmass, is the westernmost nation
in Europe, and is a mere 186 miles from Greenland. Iceland’s ter-
ritory encompasses 39,769 square miles, roughly the same size
as the state of Kentucky, with a population of 323,000, slightly
larger than that of St. Louis, Missouri.! While small in geographic
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KEY POINTS

m Smallin geographic and popu-
lation terms, Iceland has long
played an outsized role in security
affairs, serving as a vital Atlantic
outpost during both World War |
and the Cold War.

m The end of the Cold War lowered
Iceland's profile as a geostrategic
security partner, but the resur-
gent belligerence of Russia, and
Russian and Chinese interestsin
Arctic and North Atlantic waters,
underscores the importance of
the island NATO member to U.S.
economic and security interests.

m The U.S. should rebuild its secu-
rity partnership and strengthen
relations with Iceland. This
includes increasing America’s
contribution to the defense of Ice-
landic air space, deploying more
surveillance aircraft from Iceland
to monitor Russian naval activity,
increasing joint training exercises
both bilaterally and with NATO
and Arctic Council members, and
strengthening economic ties.
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and population terms, Iceland has long played an
outsized role in security affairs, serving as a vital
Atlantic outpost during both World War II and the
Cold War.

Today, Iceland still plays an important role in
transatlantic security, especially when viewed
in light of recent Russian behavior in continen-
tal Europe, and both Russian and Chinese inter-
ests in Arctic and North Atlantic waters. The U.S.
should seek to rebuild its security partnership and
strengthen relations with Iceland. This includes
increasing America’s contribution to the defense of
Icelandic air space, deploying more surveillance air-
craft from Iceland to monitor Russian naval activity,
increasing joint training exercises both bilaterally
and with NATO and Arctic Council members, and
strengthening economic ties.

Iceland’s Historical Geopolitical
Significance

Independent for its first three centuries, Iceland
was ruled by both Norwegian and Danish kings for
most of its history. On December 1, 1918, Iceland
and Denmark signed the Danish-Icelandic Act of
Union, which established Iceland as a largely inde-
pendent state, though remaining under Danish rule.
This meant that the Althing, the Icelandic parlia-
ment, conducted autonomous domestic government
responsibilities, while Denmark retained control
over Icelandic foreign and military affairs. In World
War I, Denmark remained neutral, so Iceland was
a neutral party as well. However, 1,200 Icelanders
fought in the war, mostly for Canada, and 144 lost
their lives.?

On April 9, 1940, during World War II, Nazi Ger-
many began its occupation of Denmark. In response,
the Althing passed resolutions vesting the Icelan-
dic government with power over its foreign affairs,
stating:

Having regard to the situation now created, Den-
mark is not in a position to execute the author-
ity to take charge of the foreign affairs of Iceland,
nor can it carry out the fishery inspection within
Icelandic territorial waters. Therefore the Alth-
ing declares that Iceland will for the time being
take the entire charge of these affairs.?

Thus, Iceland set its course toward total
self-government.

Its geographic location, the emergence of air
travel and submarine technology, and fast-growing
transatlantic trade magnified Iceland’s importance.
During World War II, the island became an area of
strategic importance. The German Navy plied the
waters of the Atlantic attacking shipping convoys
that provided vital food and materiel to the United
Kingdom. Upon obtaining new submarine bases
and airfields in France after the French surrender
in 1940, German U-boats gained greater capability
to harass commercial and military vessels alike in
the Atlantic.* Fearful of German control over these
vital sea lanes astride Iceland, the United Kingdom
invaded Iceland on May 10, 1940, to pre-empt the
Nazis.” That the British invasion and occupation,
codenamed Operation Fork, was undertaken by the
cautious and reticent British Prime Minister Neville
Chamberlain highlights how vital Iceland and its
surrounding waters were to the competing powers
in the war.

Retired Navy captain, and professor at Hawaii
Pacific University, Carl Schuster described the
importance of Iceland during the war:

Located just outside bomber range of the North
American land mass, Iceland was ideally posi-
tioned to decisively influence the battle of the
Atlantic. Whoever possessed the island could base
air and naval forces to dominate the sea and the
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skies of the western and central Atlantic, through
which virtually all of Britain’s vital sea commerce
had to transit. In effect, Iceland was a potential
knife at Britain’s seaborne jugular vein.°

Ensuring access to the sealanes of the North Atlan-
tic proved vital during World War II. The U.K. need-
ed food, equipment, and petroleum, much of which
came across the Atlantic. Western powers viewed
Germany’s U-boats as a critical threat during the war.
In 1949, Winston Churchill would write the “only
thing that ever really frightened me during the war
was the U-boat peril.”” Yet already in 1940, believing
he needed all available manpower to defend the U.K.
from a channel invasion, Prime Minister Churchill
had requested American troops to replace the Brit-
ish contingent on Iceland.® By the time U.S. troops
arrived in July 1941, more than 25,000 British troops
were already in Iceland’—troops that were needed
at home for the defense of the British Isles. The U.S.
stayed in Iceland for the remainder of the war, dur-
ing which time one American soldier was stationed
on the island for every three Icelanders, illustrating
both Iceland’s small population and the significance
the U.S. placed on the island nation.!

U.S.-Icelandic Security Cooperation
Since World War I1

On February 25, 1944, the Althing voted to for-
mally break ties with Denmark. The parliamentary
decision was ratified by popular referendum in May

1944. The U.S. was the first nation to recognize Ice-
land’s full independence."

In order to quell domestic Icelandic opposition
to ratifying the NATO treaty and becoming a mem-
berin 1949, the U.S. assured Iceland that permanent
basing during peacetime would not be a precondi-
tion for joining the alliance. Iceland subsequently
ratified the treaty and became one of the original
members at NATO’s founding.'?

Further strengthening the countries’ security
ties, the U.S. and Iceland signed a bilateral defense
agreementin1951. According to the agreement: “The
United States on behalf of the North Atlantic Treaty
Organization and in accordance with its responsi-
bilities under the North Atlantic Treaty will make
arrangements regarding the defense of Iceland.”*®
Therefore, the U.S. remains bound to defend Iceland,
not only by NATO’s Article V,** but also by a bilateral
agreement—a testament to the importance of Ice-
land to U.S. security interests.

These agreements proved mutually beneficial
throughout the Cold War, as Iceland served as a vital
geographic bulwark against Soviet submarines and
aerial assets operating in a strategically important
corner of the North Atlantic, and the United States,
in turn, protected Iceland’s territory.

Inparticular, Iceland’s position allowed the U.S. and
itsalliesin NATO to patrol the vitallyimportant naval
passages through Greenland, Iceland, and the United
Kingdom, referred to as the “GIUK gap” (from the first
initials of the three nations that make up the gap). Sovi-

6. David T. Zabecki, World War Two in Europe (New York: Garland Publishing, 1999), p. 1538.

7. Gary Sheffield, “The Battle of the Atlantic: The U-Boat Peril,” BBC, March 30, 2011,
http://www.bbc.co.uk/history/worldwars/wwtwo/battle_atlantic_O1.shtml (accessed March 11, 2016).

8. Lt. Gen. William K. Jones, A Brief History of the 6th Marines (Washington, DC: U.S. Government Printing Office, 1987), http://www.marines.mil/
Portals/59/Publications/A%20Brief%20History%200f%20the%206th%20Marines%20%20PCN%2019000310000_2.pdf

(accessed March 30, 2016).
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setting a spirit of solidarity within the Alliance.” See North Atlantic Treaty Organization, “Collective Defense-Article 5,”
http://www.nato.int/cps/en/natohq/topics_110496.htm# (accessed March 7, 2016).
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et submarines, bombers, and reconnaissance aircraft

traversed the GIUK gap frequently to gain access to

the Atlantic Ocean from the Northern Russian coast."”

The U.S.installed radar stations to monitor Soviet sub-
marines in Greenland, Iceland, and the United King-
dom, as well as an underwater sound surveillance sys-
tem (SOSUS). SOSUS is a system of sound-detecting

devices placed on the ocean floor, which could pick up

on low-frequency noise at long distance. It was used

to track Soviet submarines traversing the GIUK gap

and elsewhere in the Atlantic Ocean.'® The data was

fed back to Naval Air Station (NAS) Keflavik, the head-
quarters of U.S. military operations in Iceland. Keep-
ingtabs on Soviet submarine activity was critical to the

U.S., as any movement that could signify an impend-
ing invasion of NATO territory might demand a major

deployment of U.S.-based forces to reinforce NATO in

Europe. SOSUS has largely been phased out since the

end of the Cold War, both because the threat posed by
Russia lessened at that point and because toward the

end of the conflict, Russia developed quieter and less-
detectable submarines."”

Also contributing to the obsolescence of SOSUS
was the introduction of the P-3 Orion anti-subma-
rine warfare (ASW) aircraft in 1969, which remains
in operation today."® This aircraft provided advan-
tages over SOSUS in mobility, multi-mission func-
tionality, active weapons systems, and ease of
upgrading the platform. The U.S. Navy is currently
replacing its fleet of P-3s with the more advanced
P-8 Poseidon aircraft.

In addition to submarine hunting activities, U.S.
military planners recognized the importance of
Iceland for strategic air power early on. “U.S. war
plans relied on the retaliatory power of the Stra-
tegic Air Command (SAC). If SAC bases in Britain
were destroyed by the Soviets, the United States
wanted to proceed with the counteroffensive from
Iceland.” The Soviet Union’s actions strength-
ened the conviction that Iceland was a geographi-
cally strategic location, as the U.S. intercepted 176
Soviet aircraft flying off the coast of Iceland in 1980
alone.?°

The U.S. military built NAS Keflavik in southwest
Iceland during World War II and, with the exception
of 1946 to 1951, operated a multi-service base there
until 2006. In addition to the airfield and hangar
facilities for various military aircraft, the U.S. head-
quartered a military command at Keflavik called
the Iceland Defense Force (IDF) until its disestab-
lishment in 2006.%' The IDF was a subordinate com-
mand of the U.S. Atlantic Command for most of its
existence, and was primarily made up of U.S. Navy,
Marine Corps, and Air Force personnel.

Russian Assertiveness and Provocation

A revanchist Russia has undermined stabil-
ity in Europe. In 2014, Russia invaded and annexed
Ukraine’s Crimean peninsula, and continues to
fuel a lingering war in the Donbas region of eastern
Ukraine. The conflict has cost more than 9,000 lives
since Russia’s invasion two years ago.?

15.  Dario Leone, “How the U.S. F-15s Intercepted Russian Bear Bombers in the Giuk Gap,” The Aviationist, August 4, 2014,
http://theaviationist.com/2014,/08/04 /russian-bears-at-giuk-gap/ (accessed March 30, 2016).

16. Gustav Pétursson, “Icelandic Security in a Changing Regional and Geopolitical Seascape: Limited Capabilities and Growing Responsibilities,”
in Lassi Heininen, ed., Security and Sovereignty in the North Atlantic (London: Palgrave Macmillan, 2014), p. 29, and Einar Benediktsson, "At
Crossroads: Iceland's Defense and Security Relations, 1940-2011," U.S. Army War College, August 18, 2011,
http://www.strategicstudiesinstitute.army.mil/index.cfm/articles/Icelands-Defense-and-Security-Relations-1940-2011/2011/8/18 (accessed

March 30, 2016).
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https:/news.google.com/newspapers?nid=1356&dat=19801123&id=vo5PAAAAIBAI&sjid=swUEAAAAIBAI&pg=5561,3724002&hl=en

(accessed March 30, 2016).

21.  Global Security, “Iceland Defense Force,” http://www.globalsecurity.org/military/agency/dod/idf.htm (accessed March 7, 2016).

22. Thomas Gibbons-Neff, “As Focus Remains on Syria, Ukraine Sees Heaviest Fighting in Months,” The Washington Post, February 16, 2016,
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Following Russia’s invasion of Ukraine, Iceland
joined the U.S. and the European Union in leverag-
ing sanctions against Russia. In August 2014, Russia
retaliated by banning some Icelandic food imports.
Since the fishing industry represents a large portion
of Iceland’s economy, this could have created political
pressure on Iceland to relieve these sanctions. Howev-
er, the Icelandic government has remained steadfast.

It has also become increasingly clear that Russia
seeks control in its geographic sphere of influence.
As General Philip Breedlove, NATO Supreme Allied
Commander Europe, has argued, “Russia has cho-
sen to be an adversary and poses a long-term exis-
tential threat to the United States.”?® Russia’s latest
national security strategy, signed on December 31,
2015, states that it views NATO actions as a national
security threat to the Russian Federation.?* Ina 2015
speech, Lieutenant General Ben Hodges, Command-
ing General of U.S. Army Europe, stated: “I am sure
Putin wants to destroy our alliance, not by attacking
it but by splintering it.”>>

Russian provocations have included increasing
underwater activity. Vice Admiral Clive Johnstone,
Commander of NATO Allied Maritime Command,
stated that there is “more activity from Russian sub-
marines than we’ve seen since the days of the Cold
War,” and that those submarines are operating at

“a level of capability that we haven’t seen before.”?°
General Breedlove, testifying before Congress in
March 2016, described how Russia does all of the
production, testing, and work for its most sophisti-
cated submarines off the northwest coast near Mur-
mansk, saying that “to be able to employ those sub-

marines, they have to come out through this area
over here, we call the GIUK gap.”*”

Russia has also publicly declared its intentions in
the Arctic. Admiral Vladimir Korolev, Commander
of the Russian Northern Fleet, stated in December
2015 that “one of the priorities of the Northern Fleet
is the development of the Arctic and the protection
of state interests in this strategically important
region. In the coming year, the Northern Fleet will
continue performing long-distance campaigns with
warships and submarines.”*®

As detailed in The Heritage Foundation’s annual
assessment of U.S. military power, the Index of U.S.
Military Strength,

Russia’s Northern Fleet, which is based in the
Arctic, counts for two-thirds of the Russian Navy.
A new Arctic command was established in 2015
to coordinate all Russian military activities in
the Arctic region. Over the next few years, two
new so-called Arctic brigades will be permanent-
lybased in the Arctic, and Russian Special Forces
have been training in the region. Old Soviet-era
facilities have been reopened; for example, the
airfield on Kotelny Island has been put into use
for the first time in almost 30 years. The ultimate
goal is to deploy a combined Russian arms force
in the Arctic by 2020, and it appears that Russia
is on track to accomplish this.?®

Russia conducted major naval exercises in the
region in September 2015 and is purportedly plan-
ning additional Arctic exercises in 2016.%°

23. Khatuna Mshvidobadze, “Commentary: New Russian Security Strategy,” Defense News, January 26, 2016,
http://www.defensenews.com/story/defense/commentary/2016,/01/26/commentary-new-russian-security-strategy/79294976/

(accessed March 30, 2016).
24, |bid.

25. Justin Huggler, “Putin Wants to Destroy NATO, Says US General Ben Hodges,” The Telegraph, March 4, 2015, http://www.telegraph.co.uk/
news/worldnews/vladimir-putin/11448971/Vladimir-Putin-wants-to-destroy-Nato-says-US-commander-in-Europe-Ben-Hodges.html

(accessed March 30, 2016).

26. Franz-Stefan Gady, “Russian Submarine Activity at Highest Level Since Cold War," The Diplomat, February 5, 2016,
http://thediplomat.com/2016,/02/russian-submarine-activity-at-highest-level-since-cold-war/ (accessed March 30, 2016).

27. Hearing on United States European Command, Committee on Armed Services, U.S. Senate, 114th Cong., 1st Sess., March 1, 2016.

28. "2016: Russia's Northern Fleet Ready to Defend State Interests in the Arctic,” Sputnik News, December 13, 2015,
http://sputniknews.com/military/20151231/1032540929/russia-fleet-arctic.html (accessed March 30, 2016).

29. Dakota L. Wood, ed., 2016 Index of U.S. Military Strength (Washington, DC: The Heritage Foundation, 2016), p. 146,
http://index.heritage.org/military/2016/assessments/threats/europe/.

30. Vishakha Sonawane, “Russian Airborne Forces Plan to Conduct Military Exercises in the Arctic,” International Business Times, November 30,
2015, http://www.ibtimes.com/russian-airborne-forces-plan-conduct-military-exercises-arctic-2203652?rel=rel2 (accessed March 30, 2016).
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Russia’s latest maritime doctrine, released in
2015, calls for an increased Russian naval presence
and level of activity in the North Atlantic.®® Recent
activity indicates that Russian naval leadership is
striving to implement that doctrine. As stated above,
Russian submarines are operating in the Atlantic at
arate not seen since the end of the Cold War. Indeed,
Admiral Viktor Chirkov, commander in chief of
the Russian navy, stated in 2015 that the navy had
ramped up submarine patrols 50 percent from just
2013.%2

Furthermore, both submarines and surface ves-
sels from Russia’s Northern Fleet have been increas-
ingly operating near transatlantic communications
cables. In one particularly provocative move, the
Russian spy vessel Yantar sailed just off the U.S. east
coast on its way to Cuba after having sailed across
the Atlantic in September 2015.3® This vessel is
equipped with deep-sea unmanned submersibles
capable of performing surveillance and possibly cut-
ting cables.?* As former NATO Supreme Allied Com-
mander Admiral James Stavridis remarked, “This is
yet another example of a highly assertive and aggres-
sive regime seemingly reaching backwards for the
tools of the Cold War, albeit with a high degree of
technical improvement.”®

Russia has also increased provocative air force
activities near European airspace, particularly near

NATO member airspace. Iceland is no exception. In
February 2015, two Russian Tupolev Tu-95 bombers
flew within 26 nautical miles of Iceland, making two
passes.® It was reportedly the closest that Russian
military aircraft had flown to Iceland since 2006.%”
For the past decade, Russian military flights have
flown annually near Icelandic airspace.®® U.S. Dep-
uty Secretary of Defense Robert Work recently stat-
ed that “the Russians have long done transit flights
where they pass close by Iceland, but they’ve recent-
ly made several circumnavigation flights.”?*

Growing Chinese Interest in Iceland
Iceland could become a major shipping hub as
the Northern Sea Route (NSR) becomes increasing-
ly viable for commercial passage. This route, along
the northern coast of Russia and Europe, reduces
the trip from Hamburg to Shanghai by almost 4,000
miles, and reduces delivery time between the two
cities by a week.*® As evidence of shipping potential
for Iceland, the nation announced in October 2015
that it was beginning feasibility studies for a deep-
water port at Finnafjorour, in the northeast of the
country.* Most of the economic potential from the
NSR for Iceland derives from such ports being used
as transshipment hubs. As U.S. Special Representa-
tive for the Arctic Admiral Robert J. Papp explained
at a Heritage Foundation presentation in August

31.  Sean MacCormac, “The New Russian Naval Doctrine,” Center for International Maritime Security, November 24, 2015,
http://cimsec.org/new-russian-naval-doctrine/18444 (accessed March 30, 2016).

32. Demetri Sevastopulo, “Russian Navy Presents US Navy with Fresh Challenge,” Financial Times, November 2, 2015.

33. David E. Sanger and Eric E. Schmitt, “Russian Ships Near Data Cables Are Too Close for U.S. Comfort,” The New York Times, October 25, 2015,
http:/www.nytimes.com/2015/10/26/world/europe/russian-presence-near-undersea-cables-concerns-us.html?_r=0

(accessed March 16, 2016).

34. Bill Gertz, "U.S. Shadowing Russian Ship in Atlantic Near Nuclear Submarine Areas,” The Washington Free Beacon, September 3, 2015,
http://freebeacon.com/national-security/u-s-shadowing-russian-ship-in-atlantic-near-nuclear-submarine-areas/ (accessed March 30, 2016).
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http://icelandreview.com/news/2015/02/19/two-russian-bombers-fly-close-iceland (accessed March 30, 2016).
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http://icelandreview.com/news/2015/02/20/russian-flyby-should-be-taken-seriously?language=en (accessed March 30, 2016).

38. Alex Elliott, “Russian Military Flight Threat Reduced,” Iceland Review, September 20, 2015,
http://icelandreview.com/news/2015/09/20/russian-military-flight-threat-reduced (accessed March 30, 2016).

39. Christopher P. Cavas, “Resurgent Russia Drawing Northern Nations Closer,” Defense News, September 8, 2015,
http://www.defensenews.com/story/defense/2015/09/08 /resurgent-russia-drawing-northern-nations-closer/71869042/

(accessed March 30, 2016).

40. James M. Roberts and William T. Wilson, “2015 Global Agenda for Economic Freedom,” Heritage Foundation Special Report No. 170, August
26, 2015, http://www.heritage.org/research/reports/2015/08,/2015-global-agenda-for-economic-freedom.

41, "Germany and Iceland Cooperate on New Transpolar Port,” Arctic Newswire, October 20, 2015,
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2015, Singapore has expressed interest in support-
ing Icelandic port operations because (as a global
shipping hub itself) it recognizes this potential.*?

China has taken great interest in exploiting the
NSR, and as a result has increased its activity in
Iceland in recent years. In 2012, the Chinese ice-
breaker Xue Long became the first Chinese vessel
to sail across the NSR to the Barents Sea.** The Xue
Long returned by sailing straight across the North
Pole via the transpolar sea route, which is north of
the NSR and is less frequently an open passage.** In
October 2015, COSCO, China’s largest shipping com-
pany, stated that it intends to begin a regular ship-
ping route to Europe via the Arctic Ocean.*® The Chi-
nese have also been negotiating with various foreign
companies to enhance their infrastructure to take
advantage of the NSR, indicating that their declared
interest in the Arctic is more than just geopolitical
rhetoric. For example, the Chinese shipping com-
pany Sinotras entered into a contract with a Greek
shipping firm to purchase Arctic-class liquid natural
gas tankers from a Korean shipbuilder.*® This deal,
among others, will take advantage of the natural gas
output from the Yamal Peninsula on the Kara Sea
in Russia, which feeds north into the Arctic Ocean.
This will create a new energy source for China while
strengthening its ties with Russia.

China is Iceland’s fourth-largest trading partner;
in 2013, 7.8 percent of imports to Iceland originat-
ed in China.*” While trade between China and Ice-
land may be small in overall size, it has increased
in recent years. In 2013, Iceland signed a free trade
agreement (FTA) with China,*® the first Europe-
an nation to do so. The FTA has afforded China
increased leverage in Iceland, a nation the Chinese
value for its geographic location and membership
in the Arctic Council (of which China is already an
observer nation). Underscoring the importance that
China places on its presence in Iceland, the Chinese
embassy in Reykjavik can accommodate a staff of
up to 500 people.*’ The U.S. embassy by comparison
has about 70 people.*®

China has also taken concrete steps to secure
natural resources in Iceland. In 2011, state-owned
China National Bluestar bought Norwegian firm
Elkem,” which owned a plant in Iceland that pro-
cessed the iron-silicon alloy ferrosilicium, a key
component in solar cells. This is unsurprising,
given China’s aggressive investment in alterna-
tive energy.®> In January 2015, a Chinese compa-
ny announced its intention to build an aluminum
smelter in Iceland. While the proposed smelter
would be the smallest in Iceland, the agreement
was viewed as important enough for former Icelan-

42. "Examining Arctic Opportunities and Capabilities: Does the U.S. Have the Infrastructure, Ships and Equipment Required?” The Heritage
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dic Prime Minister Sigmundur David Gunnlaugs-
son to attend its signing.>?

China has also demonstrated interest in Icelan-
dic technology, specifically as it relates to harvesting
renewable energy. Almost 100 percent of Iceland’s
electricity production comes from two sources,
hydropower (71 percent) and geothermal power (28.9
percent).>* Iceland and China have developed a sym-
biotic relationship in the geothermal-energy sector.
Iceland helps train Chinese engineers and research-
ers. In exchange, Iceland gains access to a lucrative
Chinese market.”® Additionally, in July 2015, the
Chinese automotive manufacturing company Geely
announced it was investing $45.5 million®® in an
Icelandic company that operates the world’s first
renewable methanol plant.®” Chinais also interested
in non-renewable energy sources in Iceland, where
it owns a 60 percent share of a joint venture explor-
ing for oil and natural gas in the Dreki area, part of a
seabed within Iceland’s Exclusive Economic Zone."®

Some worry that the increased Chinese interest
in Iceland means that China has more than sim-
ply economic access on its mind. In one very public
episode, a Chinese developer and former official in
the Communist Party’s Propaganda Department®
sought unsuccessfully to buy and then lease®® a
115-square-mile tract of land on Grimsstadir, an
old, isolated northeastern farm that holds Iceland’s
record for lowest recorded temperature, ostensibly

to build a luxury hotel and “eco resort.” The plan
was rejected on account of restrictions on foreign
ownership.® While the proposal was never proven
to have been nefarious, it set off a debate within Ice-
land over the nature of the proposed project, which
would have included renovation of a small landing
strip.®2

While China may have legitimate business inter-
ests in Iceland, the amount of political, economic,
and diplomatic effort it has put recently into build-
ing its relationship with Iceland should give U.S.
policymakers further reason to bolster U.S.-Icelan-
dic relations.

Recent U.S.-Icelandic Security
Cooperation

As stated, the U.S. and Iceland have had a secu-
rity relationship for decades. While Iceland does
not have a formal military, it operates a number of
civilian security forces, including a Coast Guard and
a national police force.®® These forces have worked
alongside the U.S. and other NATO members, per-
forming joint training exercises for capabilities such
as search and rescue (SAR). Today, the Icelandic
Coast Guard consists of 200 personnel, three major
offshore patrol vessels, one logistics and support
vessel, and three medium helicopters.®* Iceland also
has four radar sites and an Air Command and Con-
trol System, which are part of NATO’s Integrated
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Air and Missile Defence (NIAMD) system. Accord-
ing to NATO, NIAMD “safeguards and protects Alli-
ance territory, populations and forces against any
air and missile threat and attack. It contributes to
deterrence and to indivisible security and freedom
of action of the Alliance.”®

From 1951 forward, Iceland’s security was pro-
vided largely by the U.S. military through the Ice-
land Defense Force.’® Requested through NATO to
officially establish the U.S. as the arbiter of Icelan-
dic national security, the IDF was formed in 1951
at NAS Keflavik.”” Though the force’s primary offi-
cial responsibility was the protection of Iceland, it
enabled U.S. military forces to secure American
security interests as well. The IDF enabled the U.S.
to project power and reassure NATO members and
other European partners through its geographic
proximity to continental Europe. A permanent base
in Iceland acted as a stopover point for refueling and
maintenance of various military aircraft, provided
space for small contingents of troops, and afforded
all the service branches unique training opportu-
nities. Most important, in the Cold War as today,
Iceland is a geographically advantageous point of
embarkation for missions to monitor Russian activi-
ty, and ideally deter further provocations either over
Northern European air space or in waters such as
the North Sea, Arctic Ocean, the GIUK gap, and the
Northern Atlantic Ocean.

The IDF was disestablished by bilateral agree-
ment in 2006, when many policymakers no longer
viewed Russia as a strategic threat. The two coun-
tries agreed to shut down the IDF “given the cur-
rent strategic environment and the intense demand

for United States conventional military resources in
other parts of the world.”*® The decision was large-
ly influenced by the focus on operations in Iraq and
Afghanistan requiring additional military resourc-
es and personnel, as well budgetary pressure. In the
decade since the IDF shut down, the naive belief
that Russia would be a security partner for the U.S.
has repeatedly proven false.® Yet the U.S. remains
responsible for protecting Iceland. At the time of the
IDF closure, Iceland’s ambassador to the U.S. Helgi
Agustsson lamented, “We are deeply disappointed
over the decision. We have a defense agreement with
the U.S,, and with the withdrawal of the fighter air-
craft, it raises the question of credible authority. Ice-
land has no military forces.””°

When the U.S. disestablished the IDF, it was esti-
mated that it cost the U.S. military roughly $260
million annually to operate the forces, or roughly
0.05 percent of the total U.S. defense budget in 2006.
This illustrates that relatively minimal investments
from the U.S. military can yield significant elements
of security for both Iceland and the U.S. However, it
was also reported at the time that Icelandic officials,
hoping to not lose the IDF, were offering to pay the
majority of the costs associated with the force.” It
is unclear what level Iceland’s government would
be willing to pay or what level of U.S. forces it would
accept, but the historic openness to sharing costs
combined with similar deals for the U.S. military
elsewhere indicate the feasibility of cost sharing.

By taking steps to maintain the NAS Keflavik
facilities at an operational level, Iceland has rein-
forced the notion that it is willing to shoulder a great-
er burden to see a greater return of U.S. forces.”? U.S.
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Deputy Secretary of Defense Work also toured the
base during his trip to Iceland in September 2015,
leaving open the possibility of increased U.S. mili-
tary activity in Iceland.” Work had also stated that
“Iceland is interested in increasing military coop-
eration.””* Coincidentally, just before his visit to the
Keflavik facilities, two U.S. Air Force F-16s flying a
transatlantic trip landed there because they were
experiencing mechanical difficulties and required
unforeseen maintenance, illustrating one of the
strategic advantages Iceland’s geographic location
provides to U.S. forces.”

A major component of the IDF was the U.S. Air
Force 85th Group, a subordinate of the 48th Fighter
Wing stationed at Royal Air Force Lakenheath in the
U.K. This Air Force group included 1,300 person-
nel, and various aircraft types.” The wing fielded a
squadron of fighter aircraft until 1994, when a small-
er rotational force of F-15s flying from the U.S. was
deemed acceptable.”” Another significant aviation
component was the 960th Airborne Warning and
Control Squadron, which was stationed at Keflavik
between 1979 and 1992. This squadron “supported
two deployed rotating [E-3 Sentry AWACS] aircraft
with crews in Iceland to provide early detection of
Soviet aircraft flying between Iceland and Green-
land.””® This aircraft provides broad-range intelli-
gence, surveillance, and reconnaissance (ISR) and
command and control for U.S. and NATO defense
forces.” The 960th was disestablished when it left
Keflavik, but was re-established at Tinker Air Force
Base in Oklahoma in 2001. Given Russia’s recent
increased activity in this airspace, reviving these

airborne warning and control system (AWACS)
flights over the Northern Atlantic and parts of the
Arctic Oceans is likely in America’s interest.

In light of the uptick in Russian submarine activ-
ity in the North Atlantic, the U.S. Navy has request-
ed funding in fiscal year 2017 to upgrade facilities
at Keflavik to enable operations of P-8A Poseidon
aircraft in the region. This funding request is part
of the military’s European Reassurance Initiative
(ERI), which is directed at assuring U.S. allies in
Europe and deterring further Russian aggression.
The Navy explained that the upgrades “will support
P-8A short duration/expeditionary type detach-
ments and reassure allies of the U.S. commitment to
their security.”®°

This aircraft primarily serves an anti-submarine
warfare role, but also performs anti-surface war-
fare missions as well as various ISR responsibili-
ties. It can also be equipped with an array of offen-
sive weapons, including torpedoes, cruise missiles,
bombs, and mines.®! With a combat radius of 1,200
nautical miles, the P-8A is capable of flying missions
over the entirety of the GIUK gap.

Stationing P-8s at Keflavik, even on a rotational
basis, will amplify the U.S. military’s ability to main-
tain awareness of Russia’s submarine fleet through-
out the GIUK gap. Given its ability to loiter for hours
at a time, fly close to the sea surface, and its durabili-
ty inicy conditions, the P-8 is also well suited to sup-
porting SAR missions in North Atlantic and Arctic
waters. This additional function further illustrates
the mutual benefit the increased presence of P-8s at
Keflavik would provide.
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MAP 1

Iceland’s Strategic Location in the North Atlantic
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U.S.-Icelandic Diplomatic and Economic
Relations

Iceland has, in recent years, implemented eco-
nomic policies that demonstrate a commitment to
free-market principles and a resistance to govern-
ment intervention. The 2016 Index of Economic Free-
dom, co-published by The Heritage Foundation and
The Wall Street Journal, ranked Iceland’s economy
20th-freest in the world, rising from 26th the previ-
ous year. The nation has shown progress in reducing
government spending, enhancing monetary free-
dom, and fighting corruption. The U.S. can fortify
its other relations with Iceland through increased
economic cooperation.®> One way to increase trade
ties with Iceland that will promote economic free-
dom, enhance the economic strength of both nations,
and form stronger diplomatic relations, is for the
U.S. to pursue an FTA with Iceland. A genuine free
trade deal would advance economic freedom while
strengthening the U.S.-Icelandic relationship. Sym-
bolism is vitally important in global affairs, and an
FTA with Iceland would help showcase U.S. com-
mitment not only to Iceland, but to the Arctic region
in general. U.S. interests are best served when pur-
suing policies that strengthen strong bilateral ties
to allies in Europe. The U.S. could pursue a trade
deal with Iceland bilaterally, as Iceland did when it
signed an FTA with China on April 15, 2013. Another
approach could be to negotiate a trade deal through
the European Union Free Trade Association (EFTA).
The EFTA currently has in place 25 FTAs covering
36 nations; however, the U.S. is not one of them. In
either approach, the U.S. should be able to negoti-
ate a simple, streamlined free trade deal that avoids

regulatory harmonization pitfalls that are neither
desirable nor efficient.

Iceland as a NATO Member

More than just a geostrategic location, Iceland
has also served a more direct role in enhancing
NATO abilities. For example, in February 2014, Ice-
land hosted the NATO exercise “Iceland Air Meet
2014,” a training exercise with participation from
NATO members Iceland, the Netherlands, Norway,
and the U.S., along with nonmembers Finland and
Sweden.?® This exercise included a significant num-
ber of fighter, rotary, and tanker aircraft.®* This joint
exercise was a great step in strengthening nations
connected by NATO, the Arctic, and Northern
Europe while also showing a greater commitment to
securing Iceland. It was particularly noteworthy as
it was the first time that partner countries Finland
and Sweden, flying under the command of Norway,
flew with NATO member nations over Iceland.®

Iceland also hosted a joint explosive ordnance
disposal (EOD) exercise in 2012 for NATO under
the treaty organization’s “Work for Defence Against
Terrorism” initiative.®® This exercise illustrates
Iceland’s active role in NATO security and relevant
training exercises even though it does not have a
military. The Iceland Coast Guard operated with
eight other NATO members including the U.S. in
this exercise.?”

Since May 2008, NATO has undertaken an Ice-
landic air policing mission based in NAS Keflavik.
While the Icelandic Coast Guard keeps constant sur-
veillance of the nation’s airspace from the ground
and at sea,® NATO provides a periodic deployment
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of fighter aircraft from member states to provide
an aerial presence over the island nation. Iceland’s
Coast Guard Commander Senior Grade Jon Gudna-
son described the NATO Icelandic Air policing mis-
sion as “a great opportunity with the U.S. and other
nations that come out here every year, to exercise and
maintain our capability, to support training for our
staff, and to show what NATO is for and show what
the bilateral defense agreement between the U.S.
and Iceland stands for.”®° The U.S. has deployed nine
times since 2008 in support of the Icelandic air polic-
ing mission. While partner countries like Finland
and Sweden have contributed to exercises in the past,
NATO’s airborne surveillance and interception capa-
bilities to meet Iceland’s peacetime preparedness
needs are only conducted by NATO member states.”®
The NATO deployments usually last three to four
weeks and take place three times per year.”” However,
the deployments are erratic and based on the will-
ingness and ability of other NATO members to com-
mit a handful of aircraft to the mission. Reinforcing
the sentiment that this force does not properly fulfill
an air policing role, the mission’s name was changed
in 2013;itis now officially “airborne surveillance and
interception capabilities to meet Iceland’s peace-
time preparedness needs.”? NATO has emphasized
that this activity is for air-defense training missions,
not persistent policing of Iceland’s airspace.”® This
is in contrast to NATO’s Baltic Air Policing mission,
which provides a year-round permanent presence
over the airspace of the Baltic States.* It should also
be noted that the NATO Icelandic Air Policing mis-
sion flies far fewer sorties than did the 85th Wing.

The Icelandic air policing mission was formed in
partdue to the closure of the IDF. During the IDF dis-
establishment, then-Icelandic Prime Minister Geir
H. Haarde requested an assurance from NATO allies
that Iceland’s airspace would continue to receive
protection.’® Indeed, soon after the IDF closed, Rus-
siabegan flying strategic bombers over the Arctic for
the first time since the end of the Cold War, as well as
flying into and near Icelandic air space.’® Given this
continued increase in Russian activity, the need for
amore robust air policing effort has only grown over
the past decade.

Finally, Iceland should help push the NATO alli-
ance to develop a comprehensive strategy for the
Arctic, taking into account the unique challenges
presented by the region. While hopes were high in
advance of the 2014 Wales Summit that Arctic issues
would be on the agenda, in the 13,000-plus words
of the Wales Summit Declaration, the word “Arctic’
was not mentioned once. The U.S. should work with
Iceland to help propel the alliance toward a compre-
hensive Arctic strategy in advance of the 2016 War-
saw Summit in July.

>

Iceland as an Arctic Nation

Iceland’s relevance to U.S. policy is also largely
derived from its location at the edge of the Arctic
Circle. Iceland is one of eight members of the Arc-
tic Council, the world’s primary intergovernmental
multilateral forum on the Arctic region. The council
discusses all Arctic policy issues other than military
affairs. Established in 1996, the council is composed
of nations who have territory in the Arctic.”” The
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United States took up the chairmanship of the coun-
cilin 2015 and will continue in that role through 2017.

Two important actions that the council has taken
are agreements on SAR and oil spill response activi-
ties in the Arctic. Both the U.S. and Iceland will play
integral roles in these agreements. For example,
given the unique operating environment of Iceland
with respect to SAR, its coast guard can continue to
enhance fellow Arctic Circle members’ SAR capa-
bilities and provide an educational training environ-
ment in its waters.

The U.S. Coast Guard also hosted a meeting
in October 2015 to create the Arctic Coast Guard
Forum. This meeting brought together the chiefs of
each council member’s coast guard (or equivalent),
who formally entered into an agreement “with the
purpose of leveraging collective resources to foster
safe, secure and environmentally responsible mari-
time activity in the Arctic.”®® It includes the same
members as the Arctic Council but is a separate enti-
ty.?? This will be an important step in ramping up
cooperative security activities between Iceland and
the U.S., since Iceland can more directly contribute
to this forum than it can in NATO, which is a mili-
tary alliance.

There are other actions the U.S. and Iceland can
take to strengthen their Arctic security ties as well,
such as performing more bilateral training exercises
for SAR, oil spill and other incident response, and
counterterrorism. In 2012, the U.S. Air Force 493rd
Expeditionary Fighter Squadron, flying from the
RAF base in Lakenheath, participated in a combat
SAR training exercise with the Iceland Coast Guard.
The U.S. commander involved lauded the Icelan-
dic Coast Guard, saying that “the ICG averages 200
real [SAR] missions a year—to say it better, they are
experts. They gave us techniques and ideas we’d
never seen or heard of before.”'*°

The U.S. Coast Guard and its Icelandic counter-
part should look for other areas where other such joint
exercises will benefit both countries. The U.S. could
sail one of its new Legend-class national security
cutters (NSC) to train with Icelandic personnel and

amplify Arctic maritime domain awareness for both
nations. The NSC is capable of operating in heavy
sea states and harsh weather conditions, which also
makes it suitable for training in Iceland’s northern
waters. NCSs have already executed patrols of Alas-
kan waters, enforcing protections of living marine
resources, among other missions. Given the signifi-
cance of the fishing industry for Iceland’s economy, a
joint exercise involving the NSC could yield lessons
learned for both nations. An NSC periodically visiting
Iceland and engaging in joint exercises, particularly
in the island’s northern waters, will also demonstrate
that the U.S. takes its role in cooperative Arctic and
Northern Atlantic maritime security seriously, and
could support Iceland’s securing of its own territorial
and exclusive economic water zones.

Ways to Strengthen U.S.-Icelandic
Relations

Itis clear that Iceland is important for U.S. strate-
gic interests today, for the same reasons it was dur-
ing the Cold War. Policymakers should not overlook
Iceland when thinking about ways to strengthen
transatlantic and Arctic security. Rather, the U.S.
should:

= Make a greater commitment to defending Ice-
landic air space. As described above, the current
policing only sporadically and partially patrols
Iceland’s airspace. Given Russia’s increased air
force activity in recent years, the U.S. should con-
sider how to provide 24/7 coverage of Icelandic
airspace. The U.S. can lead fellow NATO members
by example by taking steps to restore its aircraft
presence in Iceland to previous levels.

m Consider re-establishment of the Iceland
Defense Force. As illustrated in this Back-
grounder, much has changed in U.S.-Russian
relations since 2006, when the decision was
made to remove U.S. troops from Iceland. In light
of Russian aggression, the U.S. and NATO must
be prepared to defend every member state. Fur-

98. Lt. Katie Braynard, “Establishment of the Arctic Coast Guard Forum,” Coast Guard Compass, October 30, 2015,
http://coastguard.dodlive.mil/2015/10/establishment-of-the-arctic-coast-guard-forum/ (accessed March 30, 2016).

99. Ronald A. Labrec, “The US Coast Guard is (Quietly) Building Up Allies in the Arctic,” Defense One, November 3, 2015,
http://www.defenseone.com/ideas/2015/11/us-coast-guard-quietly-building-allies-arctic/123356/ (accessed March 30, 2016).

100. Jerilyn Quintanilla, “CSAR Training Builds Confidence for USAF, Icelandic Coast Guard,” US Air Forces in Europe Air Forces Africa, June 7, 2012,
http://www.usafe.af.mil/news/story.asp?id=123305086 (accessed March 30, 2016).
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thermore, the U.S. remains individually respon-
sible for the security of Iceland’s land and air
space through the 1951 treaty. In light of these
commitments, the U.S. should study the poten-
tial of re-establishing elements of the IDF, such
as restoring the operations performed by the U.S.
Air Force 85th Air Group. This will ensure that
U.S. and NATO forces are more adequately per-
forming air policing in Iceland’s geographic area,
enable the U.S. military to make more effective
use of the installation at Keflavik, and strengthen
the bond between the two nations through secu-
rity cooperation, as prior to 2006.

m Increase joint Coast Guard exercises. The U.S.
Coast Guard engages in numerous joint exercises
and missions throughout the world, from mul-
tinational counternarcotic efforts to bilateral
training exercises. Yet, there has been very little
such cooperation between the U.S. and Icelandic
Coast Guards in recent years. Increasing the fre-
quency of such visits would contribute to enhanc-
ing both nations’ expertise, support Arctic Coun-
cil goals, and show a new form of U.S. presence in
the North Atlantic. If this includes NSC missions
to Iceland, the U.S. government must, in turn,
look at that fleet’s capacity to execute it and make
a greater commitment to enlarging and modern-
izing its fleet accordingly.

= Include Iceland in the State Partnership Pro-
gram (SPP). The National Guard’s SPP strength-
ens ties between the U.S. and allies across the
world. It also allows U.S. servicemembers an
opportunity to train and deploy overseas in sup-
port of allied nations. Building a relationship
with Icelanders through the SPP would be mutu-
ally beneficial, low cost, enduring, and would
strengthen the transatlantic security bond.'*!

m Agree to a trade deal with Iceland. The U.S.
should negotiate an FTA with Iceland. The inter-
ests of the United States are best served with a
strong Iceland outside the European Union. A
U.S.—Iceland FTA would advance economic free-
dom, increase economic and political ties between

the two nations, and help convince Iceland that its
future is brightest outside the EU rather than in.

m Strengthen U.S. leadership in the Arctic. As
the U.S. enters its second year as chair of the Arctic
Council, it should show leadership on maintaining
the safety, security, and economic freedom of the
Arctic waters of the council members, which will
benefit Iceland and the other nations facing chal-
lenges from increased traffic in the Arctic Ocean,
as well as potentially from Russian assertiveness
in the region. One way that America can accom-
plish this is by making a greater commitment to
the assets it requires to operate in the Arctic, such
as a more robust polar icebreaker fleet.

m Collaborate with Iceland to develop NATO
Arctic strategy. It is time for NATO to develop
a comprehensive Arctic policy that addresses
security challenges in the region. The U.S. should
work with fellow Arctic NATO member Iceland
to ensure that a NATO Arctic strategy is on the
agenda for the Warsaw summit in July.

Conclusion

Whilethe end of the Cold War may have lulled some
in the U.S. into believing that Iceland is no longer an
important security partner, Russia’s recent aggres-
sion in Europe and provocations against NATO have
shattered this illusion. The renewed security impor-
tance of Iceland combined with an Arctic region that
grows more economically and strategically impor-
tant, means that the U.S. must give serious thought
and action to strengthening the economic and politi-
cal ties between Iceland and the United States, while
investing real resources into a pre-existing and
long-standing defense partnership. The U.S. must
not allow Iceland’s small size to obscure its outsized
importance for Arctic and transatlantic security.

—Daniel Kochis is a Research Associate in the
Margaret Thatcher Center for Freedom, of the
Kathryn and Shelby Cullom Davis Institute for
National Security and Foreign Policy, at The Heritage
Foundation. Brian Slattery is Policy Analyst for
National Security in the Center for National Defense,
of the Davis Institute.

101. States with air National Guard fighter wings that might be a good fit for partnership with Iceland include Wisconsin, which has historical ties
to Icelandic immigrants. Wisconsin's air national guard, for instance, already has experience in Iceland; the 115th Fighter Wing participated in

the Northern Viking exercises in 2011.
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