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***NEG

NO SOLVENCY—INVESTMENT

The Tunnel won’t attract investment or traffic—economic decline prevents it

THE REGISTER 2011 (“Kremlin Green lights Alaska-Siberia Tunnel,” Aug 24, http://www.theregister.co.uk/2011/08/24/siberia_alaska_tunnel/)
World Architecture News cites unnamed "experts" who are confident that the link could carry 3 per cent of the world's freight, and generate £7bn ($11.5bn) in revenues per year, leading to a quick return on investment.

Of course, who exactly would make that investment, especially in these turgid economic times, is as big if not bigger a stumbling block than the project's political implications.

And the engineering challenge? Tunneling deep under the sea and traversing Big Diomede and Little Diomede Islands in some of the world's most remote and inhospitable territory?

That task will be a walk in the park compared to tunneling into financiers' pockets and through politicians' power plays.
No one will invest and cargo volume will be small

RusData Dialine 2007 (“Passion for Everythign Giant,” April 20, lexis)
Bulat Stolyarov, director of the Institute of Regional Politics, said that no one would build this corridor in the near future. Current investment projects that are carried out with state support envisage that infrastructure is built for 10-15 industrial facilities. In this case, there is not enough business interest for the short-term, he said. Ivan Shatskikh, CEO of UPS RUS, thought that the news that the Bering Strait would carry as much cargo as the Suez Canal was a joke.

NO SOLVENCY—RELATIONS

The plan is impossible, destroys the environment, and leads to US-Russian disputes

FINANCIAL POST 2007 (National Post's Financial Post & FP Investing, “Russia's tunnel vision,” April 19, LEXIS)
Critics questioned the plan's practicality, considering that both the Alaska Highway and Mackenzie Valley natural gas pipelines from the Arctic to Alberta have struggled to get off the ground after three decades of planning, said energy economist Vince Lauerman, president of Geopolitics Central Inc., a research firm in Calgary. Mr. Lynch said another glaring weakness is that it doesn't make sense to have a connection between two Arctic regions with sparse populations and economies.

"You're sort of going from one fairly underdeveloped, underpopulated place to another that's somewhat underdeveloped and underpopulated and doing it an extremely expensive way," he said.

Judith Dwarkin, chief economist at Ross Smith Energy Group in Calgary, said the project could face significant environmental issues with burrowing under the Bering Strait. In addition, it would cross a major geological fault line. "Given current attitudes, the U.S. may perceive 'security' issues from relying on Russian energy supplies," she said.

Considering the project's questionable business sense, some critics wondered if Russia has ulterior motives in proposing such a grandiose plan.

In Europe, there is heightened anxiety over its dependence on Russian natural gas, which many fear could be used to further the Kremlin's international political agenda.

Canadian lawyer Robert Amsterdam, who defended jailed Russian oil tycoon Mikhail Khodorkovsky, said Russia is notorious for floating big plans to curry favour from foreign governments and companies but that go nowhere.

"God forbid our politicians take it seriously," Mr. Amsterdam said. "When I keep telling people that Russia uses energy as a weapon, these mega-project prognostications, now I can say quite frankly, 'Follow the Shtokman theme.' They lead countries by the nose; countries literally change their foreign policy so as not to confront the Russians based on these carrots, and then end up more often than not with nothing."
Tunnel will hurt relations—Channel Tunnel proves
SEATTLE POST-INTELLIGENCER 1993 (“Let’s Save the Money,” Feb 26, lexis)
But officials on both sides of the icy Bering Strait have proposed that a $37 billion, 75-mile tunnel be built under the body of water that separates Russia's Far East from Alaska.

The idea is to facilitate trade and friendly relations.

We're all for trade and friendship with our neighbors in the now-autonomous region of Chukotka. But this scheme does seem a bit excessive, given the Russians' bankruptcy and our own nation's semi-insolvency.

We're not churlish enough to suggest that if the Russians want to come to America, they should have to walk cross the Bering Strait as their ancestors did.

We wish only to point out that the 31-mile so-called Chunnel between France and England is costing more than $12.5 billion, but for all of that, it hasn't caused the French and British to speak one whit more fondly of each other. Quite the reverse. The prospect of easy access and closer familiarity is breeding more contempt at each entrance to the Chunnel.
NO SOLVENCY—WEATHER/QUAKES

Tunnel will fail—earthquakes, weather, financing, and lack of additional infrastructure

RICCI 2012 (Tom Ricci is the owner of Ricci Communications, “Connecting Two Continents: The Ultimate Engineering Challenge,” American Society of Mechanical Engineers, http://www.asme.org/kb/news---articles/articles/arctic-engineering---offshore-technology/connecting-two-continents--the-ultimate-engineerin)
However, there are many who believe there would be great economical, sociological, and political value in connecting the two land masses by bridge or tunnel. Imagine being able to travel from London to Moscow to Washington, DC, all over land.

However, despite the potential benefits, there have yet to be any serious attempts to put these concepts into reality. The engineering challenges are unprecedented and costs are in the multiple billions of dollars.

Climatic, Geologic, and Geographic Challenges

The Bering Strait lies just south of the Arctic Circle and is subject to long, dark winters and extreme weather [average winter lows of −20 °C (−4 °F) with extreme lows approaching −50 °C (−58 °F)] and high winds. The strait is also choked with ice flows up to 6 feet thick for nearly eight months out of the year.

The region is marked by frequent and sometimes large-magnitude earthquakes. Just south of the strait is the northern edge of the Pacific Ring of Fire, or "Circum-Pacific belt," which generates 90% of the world's earthquakes, according to the U.S. Geological Survey.

Adding to these challenges is the barren desolation on either side of the strait. The nearest town of any size is 100 miles away, requiring thousands of miles of new highways and railways to support the infrastructure and workers for the project.
NO SOLVENCY—MONEY

Russia doesn’t have the money or infrastructure

INTERFAX 2001 (“SPECIALISTS BALK AT BERING STRAIT TUNNEL PROJECT,” Jan 5, lexis)
The  project for building a tunnel under the Bering Strait, which is being discussed by some Russian and foreign media, does not please specialists.

Vice President of the Transstroi corporation Nikolai Poleshchuk told Interfax that "before talking about how to connect the transport systems of Russia and America on our territory, the construction of the railway at least to Yakutsk has to be completed."

"We have no money even for this," not to mention that a distance (not covered by transport routes) from Yakutsk to Chukotka is yet another 1,000 kilometers or so long, he added.

Press secretary of the Rail Ministry Valery Zudin told Interfax that "linking Russia and America would not be bad." "No one objects to this just as[ no one] objects to flights to Mars," he added.

At  present, the press secretary continued, the ministry is  carrying out technical and economic feasibility tests on the project of linking the mainland and the Sakhalin Island by building a tunnel under the Tatary Strait. However, no final decision on even this tunnel, the economic expediency of which raises far less doubt, has been made so far, he said.

Nikolai  Maslov, Deputy chairman of Russia's Gosstroi, the department carrying out appraisal on all construction projects in Russia, told Interfax that "at this stage he is not prepared to talk about a ChukotkaAlaskan tunnel construction project."

He  also doubted that building a tunnel under the Bering Strait would be a hot issue soon from the viewpoint of implementing the concept of developing Russia's transportation network.

"We  have  quite  enough worries already with the construction  of  a highway ring around St. Petersburg," the Gosstroi representative said (bypassing St. Petersburg as part of an international corridor, the N 9 highway is one of the major transportation construction projects in Russia).

All  Interfax sources agree that there are no essential highway and rail access routes either on Russian or American territory.

If the tunnel between Chukotka and Alaska were built, it would be 96 kilometers long. By some estimates, the construction, the cost of which is estimated to be at$ 26.5 billion[ by other estimates, more than double this amount]," would take 20 years."

NO SOLVENCY—MISTRUST

Mistrust undermines the tunnel

PACIFIC SHIPPER 2007 (‘Strunnel' could transform Alaska's transport system, Sep 10, Lexis)
Given the current state of U.S. and Russia bilateral relations, particularly on the energy front, it's unclear how far the energy aspect of the Strunnel could go. Putin has expressed opposition to the idea of open competition and transparency in Russia's energy markets; he recently nationalized key energy sectors, has forbidden foreign access and investment in "sensitive" Russian industries and has even imprisoned energy executives opposed to his views.

Despite the mixed signals on the energy front, Russian officials have formally submitted the tunnel idea to their counterparts in the U.S. and Canada. The plan was also presented to the Group of Eight summit in June.

Designing, developing and financing a project of this scope would require a level of geopolitical will, trust and cooperation not seen in recent years, and even then it might not work.
NO SOLVENCY—ENGINEERING 

No solvency—engineering

RICCI 2012 (Tom Ricci is the owner of Ricci Communications, “Connecting Two Continents: The Ultimate Engineering Challenge,” American Society of Mechanical Engineers, http://www.asme.org/kb/news---articles/articles/arctic-engineering---offshore-technology/connecting-two-continents--the-ultimate-engineerin)
Connecting the continents with a bridge or tunnel would represent an extraordinary engineering feat. A bridge would trump the world's longest, China's 102.4-mile Danyang-Kunshan Grand Bridge, a viaduct on the Beijing-Shanghai High-Speed Railway. A tunnel would be nearly twice as long as the "Chunnel," the 31-mile-long tunnel that connects England and France.

In addition to the exceptional length, the greatest challenge to bridge design is speeding ice flows, most deadly in the spring when big sheets melt into fast-moving blocks. The supporting bridge piers would need to withstand up to 5,000 tons of pressure or more. Concrete, steel, and other building materials would need to resist radical temperature changes and the wear and tear of seawater and ice. Under these extreme temperature variations, even the smallest crack in the materials could cause corrosion and jeopardize the integrity of the structure.

NO SOLVENCY—GENERAL

Tunnel won’t work—money, geography, geology, and technical problems

ASSOCIATED PRESS WORLDSTREAM 1994 (Government Official on Bering Tunnel: Who Needs It?, April 27, lexis)
Despite enthusiasm for the idea in Alaska and Siberia, Russia has little interest and less money to help build a tunnel under the Bering Strait, an official indicated in remarks published Wednesday.

Nikolai Grom, a top official in the Russian Ministry of Railways, said the project is not in Russia's best interests.

Grom said the technical problems of digging a 90-kilometer (56-mile) tunnel through permafrost would be immense. And some 6,500 kilometers (4,000 miles) of railways would have to be built to the nearest existing railways across the sparsely populated Siberian plains and mountains, he said.

''Siberia and northern Russia, with their huge resources, will become a future source of materials ot just for Russian, but also world industry,'' he told the government daily Rossiiskaya Gazeta. ''But the time has yet to come for their active exploitation in Russia's interests.''

He said he also feared American and Canadian entrepreneurs might get to the natural riches first, unless ''the problem of their proper protection by the state'' were settled.

The tunnel idea first appeared 90 years ago, when American, French and Russian businessmen wanted to build a railway linking New York and Paris via Alaska and Siberia. It resurfaced in the last few years with the political changes in the former Soviet Union.

Last year, Alaska Gov. Walter J. Hickel and Alexander Nazarov, governor of the Chukotka region of Russia's Far East, seel a ionss''c

erUnos 6.000 horage to discuss their support for the tunnel. The U.S. Transportation Department was looking into the subject of tunnel feasibility.

But the project faces extremely long odds.

A 1986 study pegged the cost at about dlrs 37 billion an estimate likely to have doubled by now. That would be several times the cost of the tunnel beneath the English Channel, scheduled to open in May.

Also, the tunnel's environmental feasibility is in great question because of ice, earthquakes and the region's rugged terrain and weather.

Grom said he doubted anyone would be interested in transporting freight by train when the sea route across the Pacific was much shorter and cheaper. He also said it would not reach Russian cities on the Arctic Ocean coast, and that producing power for the railway would be problematic.
Tunnel project will fail due to financial, technical, and geological problems

GROM 1994 (Nikolai, Russian Ministry of Railways official, “THIS IS NOT THE ENGLISH CHANNEL" ONE OF THE 20TH CENTURY'S MOST DARING PROJECTS CALLS FOR BUILDING A TUNNEL UNDER THE BERING STRAIT TO LINK, Official Kremlin Int'l News Broadcast, April 27, lexis)
"US experts and business people are studying the possibility of building a transcontinental rail line across the Bering Strait. The unique project will be financed by an international corporation Transcontinental which has set up a non-profit foundation for the purpose. The 90-kilometer underground rail tunnel linking Alaska and Siberia will be the largest such project in the world (for comparison, the stretch of the tunnel that runs under the English Channel is 38 kilometers long and the whole channel is 50 kilometers long). The estimated cost of building a railroad across the Bering Strait is over 9 billion dollars. The engineers have chosen the narrowest and most convenient part of the strait for building the channel. In its middle is the Ratmanov Island, which will provide a surface station for the "submarine" trains. This is without precedent in world practice. But building the tunnel under the Bering Strait is only part, albeit the most difficult part, of the project which also provides for the construction of 6,500 kilometers of railway track. Most of it will be on Russian territory and will branch off from the main transport lines toward Arctic regions. This will open up Siberia, which is practically lacking in permanent transportation routes, to other parts of the world. The new line will be important not only for Russia, but also for Canada and the USA. The railroad will link them directly with such countries as China, Mongolia, Korea, Japan and with Indochina. It will also provide a secure link with Central and Southeast Asia and with the Near East. Most important, it will provide an overland route to Europe. Through trains will be running from Washington or New York to Paris or London. The idea of building a rail link between the US and Europe is not new. Some ninety years ago a group of American, French and Russian industrialists proposed to build a railroad from New York to Paris. Because of wars and revolutions that grand project was abandoned. And now a number of US companies and specialists, especially in the state of Alaska, have come back to the project. It involves the interests of at least three countries: Russia, the USA and Canada. Just how much will we benefit from the project and is it realistic? Our correspondent has put this question to Nikolai Grom, chief of the Design and Capital Construction Department with the Ministry of Railroads of the Russian Federation who represents the Ministry in the planning of the project. Grom: Let me first fill in the background. As early as 1991 an international corporation International Railroad and Tunnel Across the Bering Strait was registered in the USA and a branch of that organization was accredited with the Russian Committee for Foreign Investments. The following year a special conference on the problem convened in Washington. And in 1993 a similar event was held in Moscow. Naturally, the building of the transcontinental railroad -- to link North America with the countries of Southeast and Central Asia, the Middle East and Europe via Russian territory -- is a major international project. The current state of technology, of railway transport and transport engineering makes it possible to implement what appears to be a fantastic project. In any case, we specialists consider it realistic. Russia has the expertise and experience to build a complex 6,000-kilometer line from Yakutsk to Bering Strait to Fort Nelson with a tunnel under the Bering Strait which will link the long-distance railroad systems of Russia, the US and Canada, but... Q: What prevents the implementation of the program? Grom: Many specialists believe that building a transcontinental railway line is economically unpracticable or, shall I say, problematical. For instance, the distance between Shanghai and San Francisco is longer by half than the distance by sea, and the distance between San Francisco and Rotterdam is almost twice as long. In other words, the sea link is more economical and shipping cargoes in large vessels by sea is much cheaper. And another thing. The building of a 6,000-kilometer road and the digging of a tunnel under the strait will take at least 20-25 years (the length of the Baikal-Amur railway is three thousand kilometers). In the intervening periods marine shipping will not stand still. So, the project will not be competitive. Q: But you have cited only some lines. Yet an overland route, say, between North America and Europe is undoubtedly economical. Grom: Yes. But it depends. There is another thing that worries experts and indeed raises doubts about the goal set by the international corporation Transcontinental. Q: Could you elaborate on it? Grom: Obviously, Siberia and Northern Russia with their vast natural resources will in the future provide a major source of raw materials not only for Russian, but for the world industry. This is why the US and Canadian business community has come up with the project to build a transcontinental railroad across the Bering Strait. The time for active development of the natural resources of these regions in Russia's interests has not yet come. But this raises the problem of their national protection. Q: But obviously, the construction of a railroad will enable remote parts of Siberia to develop more rapidly and it will solve the transport problems which are now very acute. But what about tomorrow? Grom: I grant you that. Taking the railnental Fund might well be granting the corporation rights to use the designs, the results of feasibility studies and experimental and design work in the field of construction and maintenance of railways in the northern and other rigorous climatic regions of the country. ...The US corporations, in developing the project, expected that the construction of the tunnel under the Bering Strait will begin at the end of this century. Their haste is understandable. But things are not that simple. Russia's interests in that project must be securely protected. Unless, that is, we do not want a repeat of the Alaska story.

LONG TIMEFRAME

Rail link will take over 30 years

CHANG 2011 (Audrey, “Bering Strait Tunnel Linking Russia & N.America will be World’s Longest,” Industry Leaders Magazine, Sep 21, http://www.industryleadersmagazine.com/bering-strait-tunnel-linking-russia-n-america-will-be-world%E2%80%99s-longest/)
And yet, while the project looks more real than ever before, it will be a long wait before the entire link starts functioning across its different components. Estimates say that the tunnel alone will require 15 years to be built, while the entire network, including the railway system which needs to be constructed on both sides of the Bering Strait is likely to be complete by 2045.

POLITICS LINK

The plan would be unpopular with the public and Congress—they don’t trust Russia

THE REGISTER 2011 (“Kremlin Green lights Alaska-Siberia Tunnel,” Aug 24, http://www.theregister.co.uk/2011/08/24/siberia_alaska_tunnel/)
This time out, however, the Kremlin appears to be serious – although Alaskans and residents of the other 49 states and Canada's 10 provinces and three territories may need some convincing. The goal of the railway, after all, wouldn't be merely to offer sub-zero tourism, but to open up trade routes through which Siberia's immense cache of raw materials could flow to the US.

But seeing as how the Russian Bear has used – and likely will use again – its trade powers to press its influence on countries to its west, Canadian and US leaders might not be keen on developing a dependency on its neighbor across the Bering Strait.
The plan would cause a massive political firestorm—it’s viewed as a ridiculous pork project

CHRISTIAN SCIENCE MONITOR 2006 (How pet projects in Alaska became pet peeve on Hill, July 25, lexis)
Thomas Pease's flower-scented backyard might seem to be an odd place for a battle over federal spending. But the Government Hill neighborhood he calls home has become a front in the fight against pet projects in Congress.

That's because land just a block from Mr. Pease's home could be ripped apart if plans for a major bridge proceed. Officially, it's called the Knik Arm Crossing. But the US public knows it by a different name: the "bridge to nowhere." And ever since it drew headlines last fall, it's become a poster child for congressional earmarks.

Earmarks are items that lawmakers on Capitol Hill tuck into spending bills to fund projects back home. Supporters call it investment. Critics call it "pork." Both call it one of the biggest issues in American politics this year.

"I couldn't believe our little neighborhood fight was actually going national," says Pease, an elementary schoolteacher who opposes the bridge plan. "But I certainly thought the name was appropriate."

Actually, the "bridge to nowhere" refers to two bridges. One is the Knik Arm Crossing, which would connect Alaska's largest city with a little-used port on the other side of a glacier-fed channel that drains into the Pacific. The other is a span that would link Ketchikan, Alaska, to sparsely populated Gravina Island. They initially received earmarks of $231 million and $223 million in last year's transportation-funding bill.

The moniker resonated across the nation last fall and spurred a revolt - both in public and in the halls of Congress - against wasteful federal spending. "Those three words changed the view of millions of how we spend money on a federal level," says the man who coined the phrase, Keith Ashdown, vice president of Taxpayers for Common Sense, a Washington watchdog group.

Spans divide Alaska

Even in Alaska, which leads the nation in per-capita pork-barrel spending, locals were divided over the merits of the projects. In a December survey of Anchorage residents by pollster Ivan Moore, 46 percent opposed the Knik Arm Crossing, while 44 percent favored it. When told that the earmark was removed and that the state could spend the money on any transportation project, a stronger majority - 56 percent - wanted to use the money elsewhere. "It's obviously not a high priority," Mr. Moore says.

Supporters defend the bridge as economically vital to Anchorage and the Matanuska-Susitna Borough, the fastest-growing district in Alaska. Alaska has as much right to a large bridge as any other state, they say.

"The Golden Gate was a bridge to nowhere. Mackinac back in Michigan was a bridge to nowhere,'" says former Anchorage Mayor George Wuerch, chairman of the state-funded Knik Arm Bridge and Toll Authority, the organization overseeing bridge plans. "This is not a bridge to nowhere. These are the two fastest-growing populations of this state."

Alaska's veteran Sen. Ted Stevens (R), a legend for his ability to funnel federal funds home, has argued that critics fail to grasp the bridge's historic mission.

"What they forget was that in the Western movement of the country, if the people who were paying the taxes at that time said it was wasteful to build roads to the West we would have never had the West," he told Anchorage reporters last year, as criticism of the bridges crescendoed.

Proponents, who hope the Knik Arm Crossing will be built by 2010, say it will open up new, lower-cost land needed for development. Already, speculators have started buying property on the other side of Knik Arm, where the bridge is expected to deliver traffic.

But skeptics here say the project would promote sprawl and, with a cost estimate of between $600 million and $2 billion, it would divert resources from revitalizing Anchorage itself. Routing traffic to this spot in the Matanuska-Susitna Borough is impractical, they add, because it's not near population centers. Critics also worry about the effect on beluga whales and other wildlife.

View from Government Hill

In Government Hill, Anchorage's oldest neighborhood, the bridge debate is about more than budgets. Locals fear the planned access road for the bridge would ruin the quality of life, bringing traffic, congestion, and general degradation.

"At the risk of sounding like a radical, there's something undemocratic about having to defend your home from the government," Pease says.

In a city dominated by cookie-cutter condos and sprawling McMansion subdivisions, Government Hill is a throwback. Architectural masterpieces mix with refurbished Quonset huts and old-fashioned cabins. Its location on a bluff above downtown Anchorage gives it a microclimate warm enough for local gardeners such as Pease to grow apples, cherries, and other delicacies rarely found in Alaska.

The social atmosphere is also warm. Government Hill denizens were invited recently to a celebratory picnic thrown by a pair of newlyweds and, Pease says, residents are known to barter garden produce for salmon.

"It's one of the few neighborhoods in Anchorage that has a real neighborhood feel to it," says Stephanie Kesler, president of the Government Hill Community Council.

The Knik Arm Bridge idea, too, has a long history, proposed in various forms since the 1950s, with boosters even then claiming Anchorage lacked sufficient space for development.

Justifications abound.

The "world-wide recognition which would accompany the construction of this unique and monumental project would certainly be valuable to the State of Alaska," said a 1972 study prepared for the state Department of Highways.

A state that inspires grand thinking

Such thinking may have spurred other mega-projects once embraced by state leaders but never realized. They have had plans to:

* Drop hydrogen bombs to carve out a deepwater port off northwest Alaska.

* Erect a domed city near Mount McKinley.

* Gouge a Bering Strait railroad tunnel to Russia.

* Hook up a water pipeline to California.

"We live in a grand state, and it inspires grand thinking, which can be a good thing until you take it to extremes. And then it gets a little ridiculous," says bridge opponent Emily Ferry, coordinator of the Alaska Transportation Priorities Project in Juneau.
U.S.-CANADA RELATIONS LINK

The plan would undermine US-Canada cooperation

FINANCIAL POST 2007 (National Post's Financial Post & FP Investing, “Russia's tunnel vision,” April 19, LEXIS)
Russia yesterday revived a plan to transport oil, natural gas and electricity to the United States via a tunnel under the Bering Strait from Siberia to Alaska, a colossal project that was quickly panned for its questionable economics and business logic and its impact on U.S. energy security.

The proposal, which would include a rail system ending at tiny Fort Nelson, B.C., would also threaten Canada's unique energy relationship with the United States, energy experts and economists said.
ALASKA-CANADA C/P SOLVENCY

Alaska-Canada rail link leads to a Bering Strait tunnel

BARRY 2011 (Mark P. Barry, Senior Fellow for Public Policy, Summit Council for World Peace, “Advancing the Bering Strait Tunnel Project in the United States and Canada,” Oct 4, http://www.upf.org/component/content/article/4017-mp-barry-advancing-the-bering-strait-tunnel-project-in-the-united-states-and-canada)
This paper argues that construction and completion of an Alaska Canada rail link (ACRL) will accomplish the foundational stage for a Bering Strait tunnel so that momentum would be created for serious consideration of construction of a Fairbanks to Wales rail link, and ultimately for the building of a tunnel in cooperation with Russia. Although the 2007 phase one feasibility study for an ACRL recommended track terminating at ports in Alaska and western Canada for ocean shipping of goods to Asia, not continuing a rail link to the Seward Peninsula, the idea of a Bering Strait tunnel may seem more feasible once the largest segment of required rail infrastructure is built connecting the Lower 48 through Canada to Fairbanks.

***AS AN IMPACT TO OTHER THINGS

OIL PRICES LINK

MOSCOW NEWS 2012 (“Tunneling to America?” April 28, lexis)

Russia's Urals oil has been over $100 a barrel for a year now. Budgets are balanced. Debt is low. Savings are piling up. Russians are getting their pre-recession mojo back. In the Kremlin, leaders are thinking big again.

In rapid succession, the government leaked a plan to create a 'super agency' to develop the Far East, President-elect Vladimir Putin vowed to spend $17 billion a year for new and improved railroads, and Vladimir Yakunin, president of Russian Railways, promoted a think-big plan: a rail and tunnel link connecting Russia and the United States.

'It is not a dream,' Yakunin, a close ally of Mr. Putin, told reporters last week. 'I am convinced that Russia needs the development of areas of the Far East, Kamchatka. I think that the decision to build must be made within the next three to five years.'

Next year, Russia's railroad chief will open one big leg on the trip toward the Bering strait - an 800-kilometer rail line to Yakutsk, capital of the Sakha republic, a mineral-rich area larger than Argentina.

But the 270,000 residents of Yakutsk do not want to live at the dead end of a spur line. They dream of 5-kilometer-long freight trains rolling past their city, carrying Chinese goods to North America, and North American coal and manufactured products to Russia and China.

From their city, 450 kilometers south of the Arctic Circle, passenger tickets could be sold west to London, and east to New York.

With the West's swelling population of affluent retirees, what better gift for Mom and Dad than a monthlong train trip, rolling across the International Date line, traveling by rail three-quarters of the way around the world?

Yakutia hosted a Trans-Bering rail conference last August. Engineers showed charts indicating that the tunnels under the Bering Strait would be 103 kilometers long, about twice the length of the tunnel under the English Channel. Unlike Europe's 'Chunnel,' there are two islands along the Bering route - geographical factors that would ease construction and allow for ventilation and emergency access.

A Trans-Bering rail link was first proposed by tsar Nicholas II in 1905. One century later, with the rise of China and the explosion of Asian manufacturing, some Russian economists believe that the day is near when a rail link to North America would be economically viable.

The current price tag for the missing 10,000 kilometers, tunnel included, is $100 billion. Freight fees are estimated at $11 billion a year.

Russian Railways estimates that a Bering Strait tunnel could eventually handle 3 percent of the world's freight cargo. Yakunin says that China is interested in the project. Putin said Thursday at a railway meeting in Moscow that freight traffic on a main Siberian line, the Baikal-Amur Mainline, is expected to nearly triple by 2020.

To critics who worry about harsh winter weather, Russian Railways notes that since 1915, the company has been running passenger and freight trains year round to Murmansk, located 480 kilometers north of the Arctic Circle. The proposed route for a tunnel under the Bering Strait would pass 50 kilometers south of the Arctic Circle.

For a tunnel linking two continents, support has to be generated on the North American side. In Alaska, Fyodor Soloview, a native of Moscow, recently formed InterBering, a private group to lobby for rail construction to the Bering Strait.

'We can ship cargo between two the continents by rail,' Soloview said by telephone Thursday from his office in Anchorage. 'Once the Bering tunnel is built, it will convert the entire world to different thinking.'

Yakunin estimates that the Russian side of a Trans-Bering railroad will take 10 to 15 years to build. That could fit into Putin's calendar. On May 7, Mr. Putin is inaugurated for a six-year term. He has left open the possibility of running in 2018 for another six-year term.

Russian Railways may have the political cover for another decade.

The question is whether oil prices will stay high enough to build a tunnel linking America and Asia. If so, Washington's reset with Moscow could be welded in steel.

Oil prices key to Bering Strait tunnel
PACIFIC SHIPPER 2007 (‘Strunnel' could transform Alaska's transport system, Sep 10, Lexis)
While critics generally pooh-pooh the idea as politically and financially unfeasible, there's general agreement that it's technically feasible. Supporters cite some intriguing economic arguments in its favor.

Russian politicians and economists see the project as an important part of the country's infrastructure development plan for the next 50 years. At a meeting chaired by Putin, Prime Minister Mikhail Fradkov and high-level railroad officials this year, the construction of a railroad stretching from the banks of Russia's Lena River to the Bering Strait was discussed, lending credence to the idea that Moscow believes the Strunnel eventually will become a reality otherwise, why build a railway to the Bering Sea?

Supporters claim the project would pay for itself within a few decades as it becomes a key alternative for the ever-growing Asia-Pacific trade. A direct link to Korean, Chinese and Russian industrial centers with North America would make it possible to transport more cargo while cutting shipping times by up to two weeks, proponents say. Supporters claim the Strunnel eventually could handle 3 percent of the world's cargo movements.

Then there's energy. The tunnel would not only include gas and oil pipelines, but also giant tidal energy generators that could supply up to 10 gigawatts of electricity to consumers on both Pacific coasts.

High oil prices have boosted Russia's foreign reserves, allowing the country to invest in infrastructure.

Strunnel supporters say the project's energy dimension would provide an incentive for the development of Russia's resource-rich Far East region. The tunnel and its pipelines could provide the U.S. and Canada with a reliable, long-term source of energy, they say.
High oil prices key to the tunnel

PACIFIC SHIPPER 2007 (‘Strunnel' could transform Alaska's transport system, Sep 10, Lexis)
If it does come off, it will be on its commercial merits. "This will be a business project, not a political one," Maxim Bystrov, deputy head of Russia's agency for special economic zones, said at a conference media briefing reported by Bloomberg.

Infrastructure money seems to be available, according to Merrill Lynch. Infrastructure spending in emerging Europe, the Middle East and Africa, known as the EEMEA region, is forecast to exceed $575 billion in the next three years, driven mostly by spending in Russia and the gulf states.

"Put simply, EEMEA is in the midst of a great infrastructure boom that is having a profound impact on economic activity," said Michael Hartnett, global emerging markets equity strategist at Merrill Lynch, in a recent research report.

"The drivers of spending in the region are exceptional financing ability and a pressing need to upgrade the quantity and quality of power generation, energy distribution, transportation and real estate stock," Hartnett said.

"Superb funding conditions" are centered in Russia and the gulf, he said, mainly because of high oil prices. Russia's foreign exchange reserves, for example, now amount to $406.6 billion.

Hickel is passionate about the tunnel. "Why fight wars," he said in a speech, "when we should be building great projects? We should stop fighting, and build."

PRIVATE INVESTMENT LINK

Attracting private investment to US infrastructure trades off with the Bering Strait tunnel

INVESTORS BUSINESS DAILY 2007 (Private Infrastructure Booming In Most Places, But Not In U.S.; Free market provides capital, profit motive, but toll roads a turnoff, Aug 20, lexis)
As roads and bridges crumble, private investment groups are aiming to reap stock market like returns by taking over transportation infrastructure.

By some estimates, specialist funds and private groups have raised about $200 billion worldwide, not counting credit lines, to invest in infrastructure deals.

While the money seems there for the taking, investor groups still must persuade cash-strapped governments to go along with the idea of handing over toll roads, bridges and other assets.

Freeway, Not Free Market

But America, the land of the free, has been more hostile to free-market infrastructure than the rest of the world. In Europe, Australia, Canada and emerging markets such as Brazil, the private sector has jumped in to build new roads, bridges, tunnels and airports.

Private groups usually make an upfront payment, manage the assets and get toll revenue under leases that span 75 years or more.

In the U.S., the federal government provides much funding for repairs and new projects. When Uncle Sam is tapped out, state and local governments turn to the bond market.

With government debt soaring, though, public interest groups have pushed another option -- gas-tax hikes. Critics charge privately run toll roads could gouge consumers.

Political battles lay ahead, but supporters of private funding say more deals will be struck.

"The bridge collapse in Minnesota has galvanized the issue," said Christopher Lawton, a partner at consultancy Ernst & Young.

"Governments have a funding shortfall. PPP (public-private partnership) models are working overseas. It's not a panacea. But, it's a real alternative to gas-tax hikes."

The Transportation Department has estimated the cost of fixing the nation's highways and bridges at $495 billion. Including rail lines and ports, the American Society of Civil Engineers puts the tab at $1.6 trillion.

Many states have wrestled with private funding for infrastructure.

Chicago forged ahead in 2005. The city sold a 99-year lease on the 8-mile Chicago Skyway road and toll bridge for $1.83 billion.

The buyer: a consortium led by Australia's Macquarie Group and Spain's Cintra. Indiana cut a $3.8 billion toll-road deal with the same group in 2006.

Opposition derailed attempts to lease highways in Pennsylvania and New Jersey. Texas has put a two-year moratorium on building privately run toll roads.

In May, Colorado agreed to lease a toll road to a private group led by Brisa, Portugal's largest highway operator. New York is mulling private funding as a way to replace its Tappan Zee bridge, which spans the Hudson River.

No Quick Deals

Governments won't rush into deals, says Dana Levenson, head of Royal Bank of Scotland's North American infrastructure arm.

"These are large assets. It's a huge shift in paradigm. It's a long process to get deals done," he said. "There have been minor speed bumps on a road that's frankly inexorable. Municipalities need the money."

A Merrill Lynch report says eight to 10 states are looking at toll-road deals.

Prior to joining RBS, Levenson was Chicago's chief financial officer when it sold the Skyway lease. He says private investor groups expect to get annual returns of 10% to 15% on infrastructure deals.

Other bankers agree that double-digit returns are possible, from the steady cash flows thrown off by usage fees. Under leasing deals, future toll hikes are usually pegged to inflation.

Levenson says pension funds have been active investors in infrastructure funds. Other observers cite insurance companies.

Investment banks Goldman Sachs and Morgan Stanley as well as private equity firm Carlyle Group have set up infrastructure-focused funds, says a Reason Foundation report. Citigroup, equity firm Blackstone, Credit Suisse and General Electric have teamed to form infrastructure ventures.

CalPERS, the California Public Employees' Retirement System, is mulling a big move into infrastructure investing, including highways, ports, and power and water plants. It's playing catch-up with Canada's Ontario Teachers Pension Plan, which acquired a 48% stake in a U.K. airport in May.

"This would be a new asset class for us," said Clark McKinley, a Cal-PERS spokesperson. "We already have several billion dollars indirectly in infrastructure through our passive index funds and global equity funds. We would look at big projects and take it on a case-by-case basis."

Investor groups and governments have struggled over the fine-print of proposed deals. Rather than collect big, one-time payments, states should stay on as revenue-sharing partners, say some public interest groups.

Consumers are more likely to go along with new "greenfield" projects that give them use of new bridges or roads, says John Foote, a senior fellow at Harvard's Kennedy School of Government. He says it's harder for the public to accept tolls on older highways.

However, greenfield projects are dicier for investors, cautions Lawton. That's because of construction risks and the chance usage could be lower than forecast.

If privatization goes slow in the U.S., there are plenty of opportunities overseas, analysts say. Russia, for example, has proposed building a tunnel under the Bering Strait, linking Siberia to Alaska.
