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A2 Uniqueness

Oil Prices Low

Oil prices low and will continue decreasing- China growth slowing and Norway strike over.

AP 7/10/12 (Associated Press, “Oil price down on China data, end of Norway strike”, 7/10/12, Globe Newspaper, http://www.boston.com/business/news/2012/07/10/oil-price-down-china-data-end-norway-strike/Y5zkdyoggEzrj2GVV25lHK/story.html) ALT
Oil prices is falling Tuesday after China released data indicating its economy continues to slow and Norway stepped in to end a strike that threatened its North Sea oil production. Benchmark U.S. crude fell by $1.02 to $84.98 in morning trading. Brent crude lost $1.77 to $98.55 in London. China’s June imports increased by about 6 percent. But that was down from May’s rate and less than analysts forecast. Export growth fell as well. China is the world’s second biggest oil consumer behind the U.S. Demand for oil is likely to soften as its economy loses steam.

Oil prices headed toward collapse- Harvard study shows new oil sources are abundant, not a temporary bubble.
Vaughan 7/10/12 (Michael Vaughan, Former host of Report on Business Television’s daily business talk show and National Reporter for CBC Television and Radio in bureaus including Parliament Hill, Toronto and Halifax, “All aboard the oil price roller coaster”, 7/10/12, The Globe and Mail, http://www.theglobeandmail.com/globe-drive/green-driving/news-and-notes/all-aboard-the-oil-price-roller-coaster/article4386116/) ALT
Many economists argue that the decline in oil prices is temporary due to stalled economic growth in Europe, China and the United States. However, a study from Harvard says there’s been such a sharp increase in world oil production that the price of oil could “collapse” for the long term. The report is by Leonardo Maugeri, a former oil company senior executive who is now at the Kennedy School’s Belfer Center for Science and International Affairs. He analyzed all the world’s major oil formations and exploration projects field-by-field. He concluded that oil production is growing so quickly in the United States and several other countries that global oil output capacity could grow by nearly 20 per cent from the current 93-million barrels per day to 110-million by 2020. “The shale/tight oil boom in the United States is not a temporary bubble, but the most important revolution in the oil sector in decades,” he says, while pointing out it will probably trigger similar exploration and development worldwide. His estimate is that the United States could still increase oil production by 3.5-million barrels per day and by 2020 become the second largest oil producer in the world after Saudi Arabia. The report states that the four countries with the highest potential in terms of production capacity growth are – in order – Iraq, United States, Canada, and Brazil. Much of this increased capacity comes from “unconventional sources” such as U.S. shale/tight oils, Canadian oil sands, Venezuela’s extra-heavy oils, and Brazil’s pre-salt oils. Maugeri says the shale oil fields in North Dakota and Montana alone could become the equivalent of the Persian Gulf. The report’s bottom line is that the new production could lead to a sharp, long term drop in oil prices. Maugeri believes if oil prices remain above $70 per barrel, sufficient investment will occur to sustain continued growth in production, possibly leading to oil overproduction after 2015.

Oil prices down- low usage in China, rebound unlikely.

Hua and Azhu 7/10/12 (Judy and Chen, “China in 3rd fuel price cut since May, demand tepid”, 7/10/12, Reuters, http://www.reuters.com/article/2012/07/10/china-fuel-prices-idUSL3E8H75S720120710) ALT
China, the world's second-largest user of fuel, will cut retail prices by around 5 percent from Wednesday, its third reduction in just over two months and a move that leaves refiners in the red but may lure consumers back to the pumps. Oil demand in China, which still makes up nearly half of the incremental global total, posted its first yearly fall in at least three years in April and edged up just 0.8 percent in May as economic growth slowed. With effect from Wednesday, the ceiling for gasoline retail prices will be lowered by 420 yuan ($65.9) a tonne and diesel price by 400 yuan, the National Development and Reform Commission said. The latest cut would bring the reductions to a combined 13 to 14 percent since early May, which came off record highs of about $1.22 per litre for diesel and $1.17 for gasoline. "Let's hope for the demand to come back after this cut, so that our tanks won't be that full," said an official with a state refiner. But industry officials were reluctant to predict that the cheaper fuel would spur an immediate rebound in consumption.

Prices will stay low- Saudi Arabia has political incentive.

Berman 6/28/12 (David Berman, written Canadian Business and MoneySense, worked at the Financial Post as an investing writer and daily columnist, “Moody’s: The Oil Price Boom is Fading”, 6/28/12, The Globe and Mail, http://www.theglobeandmail.com/globe-investor/markets/market-blog/moodys-the-oil-price-boom-is-fading/article4376785/) ALT

“Saudi Arabia’s deliberate over-production in the first half of 2012 – to offset lost Iranian oil due to sanctions and to prevent high oil prices from derailing a fragile world economy – has contributed to a sharp plunge in international oil prices in June, pressuring Western Canadian crude,” she said in a note. She added: “We are hopeful that Saudi Arabia will quietly scale back its ‘actual’ output in coming months to steady prices.” Moody’s isn’t quite so sure Saudi Arabia will do that, though, arguing that the country not only can tolerate oil prices far lower than their current levels. “It might even prefer them, based on its near- and medium-term political goals.” 
Crude oil prices dropped 12% in June.

Kinyoda 7/6/12 (Matthias, resident pesatalk.com expert on utilities, bills and the other supply/demand issues, “International Crude Oil Prices Drop Further”, 7/6/12, Pesa Talk, http://pesatalk.com/2012/07/international-crude-oil-prices-drop-further/) ALT
The price of Murban crude oil has dropped by 12% to it’s lowest witnessed price since January 2011 when a barrel retailed at US$ 95.55 per barrel. Latest statistics released by Abu Dhabi National Oil Company show that the Free On Board (FOB) Price of Murban crude oil lifted in June 2012 was posted at USD 97.35 per barrel, down from USD 110.60 per barrel in May 2012. This fall can be attributed to the tumult in the Eurozone, excess supply and positive news from Iran. As per the latest Monetary Policy Committee press release, the average exchange rate fluctuated within a narrow range of between KES 84.79 and KES 86.12 against the US dollar in June 2012 as compared with a range of between KES 83.27 and KES 86.83 in May 2012. Due to the 8.7 per cent drop in crude oil prices witnessed in May 2012, the fuel pump price for Super petrol dropped by KES 3.46 to retail at KES 117.67 in Nairobi. If the latest 12% price drop is any thing to go by, we should expect a further decline in fuel pump prices in this month’s fuel price review by the Energy Regulatory Commission (ERC).

Saudis check high prices – excess capacity

Dokoupil 12  [Martin Dokoupil, Reuters, Saudi to keep oil price stable: Jan 20, 2012, Qualifications: central bank chief, Masters, Business Administration and Economic Journalism, 1994 – 1999]

"If there is pressure on demand, Saudi Arabia will always offer excess capacity to bring balance to supply and demand and to balance prices throughout," central bank head Fahad al-Mubarak said. Mubarak was speaking to a news conference at the inaugural meeting of the Financial Stability Board's regional consultative group for the Middle East and North Africa. The FSB is a global body handling financial regulation. Saudi Oil Minister Ali al-Naimi said on Monday the world's top oil exporter can pump more oil at a moment's notice, the day after Iran warned Gulf oil producers not to compensate for any disruption to Iranian output.

Oil Decline now - Norway Ends Energy Strike, Chinese Import

Mark Shenk 7/10 - Jul 10, 2012 2:15 PM ET http://www.bloomberg.com/news/2012-07-10/oil-declines-as-norway-ends-energy-strike-chinese-import.html
Oil fell after Norway ended a strike that threatened to halt output by western Europe’s largest crude exporter and as China reduced purchases of the raw material. Futures dropped as much as 1.6 percent in New York after Norway’s government ordered compulsory arbitration in the dispute, preventing a platform workers’ lockout scheduled to start at midnight yesterday. China’s net crude imports fell to the lowest level this year, according to customs data today. “The strike is obviously putting downward pressure on prices,” said Phil Flynn, senior market analyst at the Price Futures Group in Chicago. “This is one more supply concern that we can put to the side.” Crude oil for August delivery declined $1.22, or 1.4 percent, to $84.77 a barrel at 2:13 p.m. on the New York Mercantile Exchange. Prices have decreased 14 percent this year. Brent oil for August settlement fell $1.67, or 1.7 percent, to $98.65 a barrel on the London-based ICE Futures Europe exchange. Brent’s premium to West Texas Intermediate crude, the grade traded in New York, was at $13.88 a barrel, down from $14.33 yesterday. Norway announced the arbitration in a statement published on the Oslo-based Labor Ministry’s website today. The strike, which started June 24, disrupted about 15 percent of the nation’s oil output, the Oil Industry Association said June 27. The nation pumps about 1.8 percent of global consumption, data from the Norwegian Petroleum Directorate show. Statoil ASA (STL), Norway’s largest energy company, said it will resume full production within a week.

Oil Prices Continue to Drop

KRIS 7/10 Jul 10, 2012 7:42 AM http://www.kristv.com/news/oil-prices-continue-to-drop/
NEW YORK - Oil slipped further below $86 a barrel Tuesday after weak Chinese trade figures suggested the economic slowdown in the world's second-largest crude consumer is deepening and the government in Norway ordered the end of a labor strike in the oil sector. By early afternoon in Europe, benchmark oil for August delivery was down 14 cents at $85.85 a barrel in electronic trading on the New York Mercantile Exchange. Crude rose $1.54 to settle at $85.99 on Monday in New York. In London, Brent crude for August delivery was down 88 cents at $99.44 per barrel on the ICE Futures exchange. China said Tuesday that June imports increased 6.3 percent, which was less than analyst forecasts and down by half from May's growth rate while export growth declined to 11.3 percent from 15.3 percent in May. Waning growth in Chinese demand for crude and other commodities suggests global oil consumption might be weaker than previously thought. Crude has fallen from $106 in May amid signs that economic growth in U.S., Europe and China is flagging. Traders will get more insight into the health of the Chinese economy when second-quarter gross domestic product is released Friday. "The last couple of months' worth of macroeconomic headlines have fomented doubt about the prospects of robust global oil demand through the remainder of 2012," energy trader and consultant The Schork Group said in a report. A resolution to a labor dispute in Norway also weighed on oil prices. Early Tuesday, the Norwegian government imposed compulsory arbitration in a disagreement over employee retirement benefits that could have forced the oil industry to prepare for a historic shutdown in the North Sea. "The intervention means that a major supply disruption is prevented," said Olivier Jakob of Petromatrix in Switzerland. Norway's oil fields produce about 1.6 million barrels of oil a day. "It may take from one to two days to get production started and Statoil expects to have the fields back in full production within a week," said a statement released by Norwegian oil and gas company Statoil. Workers had been on strike since June 24, and the country's oil industry had been planning a lockout to begin at midnight Monday. "Norway is a key contributor to the energy economy along the U.S. Atlantic seaboard," Schork said. "Therefore, the resolution of the labor dispute in Norway is significant." Investors will also be monitoring fresh information on U.S. stockpiles of crude and refined products. Data for the week ending July 6 is expected to show a draw of 1.5 million barrels in crude oil stocks and a build of 600,000 barrels in gasoline stocks, according to a survey of analysts by Platts, the energy information arm of McGraw-Hill Cos. The American Petroleum Institute will release its report on oil stocks later Tuesday, while the report from the Energy Department's Energy Information Administration - the market benchmark - will be out on Wednesday. In other energy trading, heating oil was down 3.5 cents at $2.71 per gallon and gasoline futures fell 3 cents to $2.73 per gallon. Natural gas gained 1 cent to $2.87 per 1,000 cubic feet.

A2 Links

2ac No Saudi Flood

Saudi Arabia can’t flood the market – wikileaks proves that they’re bluffing

Cooper 12  [Andrew Scott, Andrew Scott, former Journalism School direct of alumni relations, has worked at the United Nations, Human Rights Watch and Working Assets, among other non-profit organizations,  Public Broadcasting Service News Frontline, first published in the Tehran Bureau, June 04, ‘Iran, Saudi Arabia, and a Global Game of Risk, http://www.pbs.org/wgbh/pages/frontline/tehranbureau/2012/06/comment-iran-saudi-arabia-and-a-global-game-of-risk.html, JP]
Since then, but particularly this year, oil industry analysts have questioned Saudi Arabia's ability to deliver on its claim to be the "swing producer" to the world economy. In a recent opinion piece published in the Wall Street Journal, author James Krane pronounced the end of the Saudi "safety net" that, since 1977, has allowed the United States to meet its foreign policy objectives in the Middle East while keeping gas prices low at home. Analyst Cyrus Sanati, writing in Fortune, explained that the Saudis have essentially lost control of the oil markets and are no longer in a position to offer price relief as they used to. One of the most intriguing clues to Saudi oil production came in the wake of the WikiLeaks release of sensitive U.S. State Department cables a year and a half ago. According to cable traffic, a senior Saudi oil official confided his view that the national oil company had overstated reserves by 300 billion barrels, or nearly 40 percent of total reserves. "In his view once 50% of original proven reserves has been reached...a steady output in decline will ensue and no amount of effort will be able to stop it." The Saudi official was described as "no doomsday theorist. His pedigree, experience and outlook demand that his predictions be thoughtfully considered." American diplomats concluded that Saudi assurances to hold oil prices in line should henceforth be viewed with caution.

XT No Flood

Saudi Arabia can’t increase production- they’re running out of oil

Business Insider’11 [http://articles.businessinsider.com/2011-03-04/markets/30065758_1_spare-capacity-oil-production-oil-market]

Amazing, isn’t it? Saudi Arabia’s stated reserves are 259 billion barrels. Which is what they were last year…and every year going back to 1980. In his book Twilight in the Desert, the late Matt Simmons, a gentleman with whom we shared an editor at John Wiley & Sons, found ample reason to cast doubt on official Saudi figures during the previous decade. WikiLeaks made public last month that a senior official from the state-owned oil company believes Saudi reserves are overstated by 40%. And yet the market responded to what was effectively a PR campaign by the Saudi princes. “There is in fact good reason to think that the Saudis are producing 9 million barrels a day,” says author Steve LeVine, writing at Foreign Policy, “but reasonable doubt that they went up to that level just last week in response to Libya.” More likely, they boosted production some time ago to help meet domestic demand. “If they were producing that much then,” LeVine says, “it does not necessarily prove that they can raise their production now, neither for the many months before full Libyan production returns to the market.” The Saudis have also made public plans to start injecting carbon dioxide into the world’s largest oil field, Ghawar, no later than 2013. CO2 injection is what you do when an oil field starts yielding progressively less oil. It gooses the output…for a little while.

The plans come as no surprise from the Saudis, given Ghawar was discovered in 1948. Even if the Saudi princes are telling the truth about their spare capacity, it all goes bye-bye in two more years. The fact that they’re resorting to complex and costly new tactics to keep the world’s largest oil field creaking along doesn’t exactly inspire confidence. Bottom line: “Saudi Arabia can’t make the shortfall from Libyan supplies,” says commodities investing legend and Vancouver veteran Jim Rogers. “They’ve said in the past that they can increase production, but they can’t.” 

Recent High Saudi Arabian oil production limits spare capacity

Martin Wolf 12 [Martin Wolf, CBE (born 1946) is a British journalist, the associate editor, and chief economics commentator at the Financial Times.                “Prepare for a New Era of Oil Shocks: Martin Wolf” http://www.cnbc.com/id/46876257/Prepare_for_a_New_Era_of_Oil_Shocks_Martin_Wolf]

The second factor is how much spare capacity exists. The answer: not much. Inventories in high-income oil markets are low. Saudi Arabian production is now at 30-year highs, which suggests limited spare capacity. Moreover, the growth of world oil supply has been persistently slow, at just below 1 percent a year over the past decade, despite generally high oil prices. Thus, capacity is structurally tight. That explains the level and the volatility of prices over the past decade. With potential global economic growth at 4 percent a year, oil supply growing at 1 percent and the lack of easy alternatives to oil as a transport fuel, supply is likely to become tighter.

No Speculation

Their speculation theory wrong, accepted for simplicity

Fathouh et el. 12 [ Bassam Fattouh Lutz Kilian Lavan Mahadeva Oxford Institute for University of Michigan Oxford Institute for Energy Studies CEPR Energy Studies SOAS The Role of Speculation in Oil Markets: What Have We Learned So Far? pages 24/5 March 18 2012 ]

As we will discuss in more detail below, the veracity of this view is not obvious at all and much of the academic debate centers on the evidence, if any, supporting Masters’ (2008, 2010) interpretation. For example, what should matter is not only the number of financial investors, but also what net positions they take and how their presence changes the risk aversion, horizon, and risk-bearing capacity of traders overall.2 Moreover, an exogenous shift in the composition of traders is not the only possible explanation for the surge in the price of oil. An alternative interpretation of the same evidence is that financial investors merely responded to the same market forces as other market participants and that both spot and futures prices were driven by the same economic fundamentals. Identifying cause and effect in financial markets requires a structural model such as the model we will discuss in section 7. Causality cannot be inferred from predictive correlations. 2 For example, Etula (2010) attributes the evolution of the risk premium in oil futures markets during 2008 to the arrival of institutional investors with a greater capacity to bear short-term price volatility. 6 One reason that the Masters hypothesis has received disproportionate attention among policymakers is that it seems to provide an obvious remedy to the problem of rising oil and commodity prices. This problem in policy circles often is mistakenly described as a problem of price volatility. To the extent that so-called financial speculation is the cause of the problem of rising oil prices, policies aimed at controlling trades in oil futures markets can be expected to prevent increases in the spot price of oil. This interpretation has informed recent policy efforts to regulate oil futures markets as part of a larger effort by the G20 governments to impose more control on financial markets. While these policy measures are perhaps understandable within the broader context of the global housing and banking crisis, they are not based on solid evidence. The following sections review the evidence in support of this hypothesis from a variety of angles, mirroring the evolution of the academic literature on this subject.

Oil not controlled by speculation

Fathouh et el. 12 [ Bassam Fattouh Lutz Kilian Lavan Mahadeva Oxford Institute for University of Michigan Oxford Institute for Energy Studies CEPR Energy Studies SOAS The Role of Speculation in Oil Markets: What Have We Learned So Far? pages 24/5 March 18 2012 ]

The key question addressed in this survey is whether there is evidence that speculation has been driving the recent fluctuations in the spot price of oil. The academic literature allows several conclusions. First, there is clear evidence of the increased financialization of oil futures markets. Whether this financialization also was responsible for increased co-movement among different asset prices continues to be debated. Although there is some evidence of increased co-movement across asset classes, that cocomovement is also found in markets in which index funds do not operate and for which there are no futures exchanges, which is suggestive of an explanation based on common economic fundamentals. Second, there is no compelling evidence that changes in financial traders’ positions predict changes in the price of oil futures. Conflicting results in the literature in this regard can be traced to the use of data sets in some studies that are too aggregated to be informative about these predictive relationships. To the extent that any evidence of predictive power from index fund holdings to oil futures prices has been found, that evidence has not been based on rigorous real-time analysis and the extent of the out-of-sample gains has yet to be quantified. Finally, it cannot be ruled out that this predictive power, if any, arises from traders’ positions responding to the underlying fundamentals of the oil market. Third, contrary to widely held beliefs that increases in oil futures prices precede increases in the spot price of oil, there is no evidence that oil futures prices significantly improve the out-of-sample accuracy of forecasts of the spot price of oil. This result holds whether one is forecasting the nominal price or the real price of oil. There is evidence that models based on economic fundamentals help forecast the spot price of oil out of sample, however. Fourth, we observed that the simple static model that has been used to explain how an influx of financial investors may cause an increase in the spot price of oil is inconsistent with dynamic models of storage. As a result, the oil price-inventory relationship tells us nothing about the quantitative importance of speculation in oil markets. In particular, the absence or presence of speculative pressures in the oil 25 market cannot be inferred from studying oil inventory data without a fully specified structural model. Fifth, structural VAR models that nest alternative explanations of the evolution of the real price of oil (including speculative demand) provide strong evidence of speculation in 1979, 1986, 1990 and late 2002, but are not supportive of speculation being an important determinant of the real price of oil during 2003 and mid-2008. Instead these models imply that both spot and futures prices were driven by a common component reflecting economic fundamentals. Alternative structural VAR studies that claim to have found evidence of financial speculation suffer from identification problems and are uninformative. Nor is there empirical evidence that the short-run price elasticity of gasoline demand is literally zero, as required for the theoretical model discussed in Hamilton (2009a) to explain increases in the spot price based on speculation in oil futures markets. Sixth, recently developed theoretical and empirical models of time-varying risk premia may help enhance our understanding of fluctuations in oil prices, but it is not clear how representative these models are for the global market for crude oil, and their ability to explain fluctuations in the price of oil has yet to be explored in full detail.

Can’t measure speculation in oil

Fathouh et el. 12 [ Bassam Fattouh Lutz Kilian Lavan Mahadeva Oxford Institute for University of Michigan Oxford Institute for Energy Studies CEPR Energy Studies SOAS The Role of Speculation in Oil Markets: What Have We Learned So Far? pages 24/5 March 18 2012 ]

One strand of the literature defines speculation in terms of who is buying the oil. Traditionally, traders in oil futures markets with a commercial interest in or an exposure to a physical commodity have been called hedgers, while those without a physical position to offset have been called speculators. The distinction between hedging and speculation in futures markets is less clear than it may appear, however. First, the oil futures market cannot function without speculative traders providing liquidity and assisting in the price discovery. The presence of speculators defined as noncommercial traders tells us nothing about whether speculation is excessive. Second, in practice, commercial traders may take a stance on the price of a commodity or may not hedge in the futures market despite having an exposure to the commodity. Both positions could be considered speculative (see Büyükşahin and Harris 2011). Likewise, there is nothing that prevents oil companies from acting as speculators in the physical market. Nor is there anything excessive about a hedge fund, for example, storing crude oil in a tanker in anticipation of rising oil prices, as long as the hedge fund bears the risk of the price of oil not increasing enough to compensate for the costs of this holding strategy. These examples illustrate the futility of defining excessive speculation by classifying different types of traders. 

High Oil Prices Bad – Impacts 

2ac Terrorism

Oil money pays for terrorists- Iran proves.

Gartenstein-Ross 08 (Daveed, Director of the Center for the Study of Terrorist Radicalization at the Foundation for Defense of Democracies think tank, PhD in world politics, “The High Cost of Oil Dependence”, 5/2/08, FDD Policy Briefing, http://www.daveedgr.com/news/the-high-cost-of-oil-dependence/) ALT
Woolsey and Korin are correct that the U.S.’s oil dependence causes it to fund both sides of the terror war. This can be seen in the purchasing power that petroleum gives to oil-rich Middle Eastern states like Iran and Saudi Arabia. Iran’s oil sector accounts for 85% of its government revenues. One thing Iran has done with this money is provide weapons, training, funding, and safe haven to a variety of terrorist groups. Iranian support for anti-U.S. violence has been particularly problematic in Iraq: Ambassador Ryan C. Crocker made this clear in April 8 Senate testimony, where he stated that “Iran continues to undermine the efforts of the Iraqi government to establish a stable, secure state through the authority and training of criminal militia elements engaged in violence against Iraqi security forces, coalition forces and Iraqi civilians.” One weapon that Iran has been responsible for providing to insurgents in Iraq is the explosively formed projectile (EFP), which has been described as uniquely dangerous because “when it detonates, the concave end blows outward and melts into a bullet-shaped fragment that slices through armor and flesh.” Iran provides as much as $200 million a year to Hizballah—as well as tens of millions of dollars and militant training to anti-Israel Palestinian terrorist groups.

XT Terrorism

Terrorists funded by wealth oil patrons- Saudi Arabia and Iran prove.

IAGS 05 (Institute for the Analysis of Global Security, “Fueling Terror”, December 2005,  http://www.iags.org/fuelingterror.html) ALT
It is no coincidence that so much of the cash filling terrorists' coffers come from the oil monarchies in the Persian Gulf. It is also no coincidence that those countries holding the world's largest oil reserves and those generating most of their income from oil exports, are also those with the strongest support for radical Islam. In fact, oil and terrorism are entangled. If not for the West's oil money, most Gulf states would not have had the wealth that allowed them to invest so much in arms procurement and sponsor terrorists organizations. Consider Saudi Arabia. Oil revenues make up around 90-95% of total Saudi export earnings, 70%-80% of state revenues, and around 40% of the country's gross domestic product (GDP). In 2002 alone, Saudi Arabia earned nearly $55 billion in crude oil export revenues. Most wealthy Saudis who sponsor charities and educational foundations that preach religious intolerance and hate toward the Western values have made their money from the petroleum industry or its subsidiaries. Osama bin Laden's wealth comes from the family's construction company that made its fortune from government contracts financed by oil money. It is also oil money that enables Saudi Arabia to invest approximately 40% of its income on weapons procurement. In July 2005 undersecretary of the Treasury Stuart Levey testifying in the Senate noted “Wealthy Saudi financiers and charities have funded terrorist organizations and causes that support terrorism and the ideology that fuels the terrorists' agenda. Even today, we believe that Saudi donors may still be a significant source of terrorist financing, including for the insurgency in Iraq." If Saudi Arabia is the financial engine of radical Sunni Islam, its neighbor Iran is the powerhouse behind the proliferation of radical Shiite Islam. Iran, OPEC’s second largest oil producer, is holder of 10 percent of the world’s proven oil reserves and has the world’s second largest natural gas reserve. With oil and gas revenues constituting over 80 percent of its total export earning and 50 percent of its gross domestic product, Iran is heavily dependent on petrodollars. It is a hotbed of Islamic fundamentalism and supporter of some of the world’s most radical Islamic movements such as the Lebanese Hizballah. Iran’s mullahs are fully aware of the power of their oil. Its supreme leader Ayatollah Ali Khamenei warned in 2002: “If the West did not receive oil, their factories would grind to a halt. This will shake the world!” As the world’s demand for oil increases, Iran grows richer --Iran’s oil revenues have jumped 25 percent in 2005—and more than able to snub the U.S. and its allies in their efforts to prevent Tehran from developing nuclear weapons. 

Oil money in Saudi Arabia and Iran funds extremist groups.

Stakelbeck 08 (Erick, CBN Terror Analyst, senior writer and analyst at the Investigative Project on Terrorism, a counterterrorism think tank founded by terrorism expert Steven Emerson “How America Is Funding Terrorism”, 7/05/08, CBN News, http://www.cbn.com/CBNnews/356986.aspx) ALT
Much of that imported oil comes from OPEC, a group made up of 13 of the world's most petroleum-rich nations: Saudi Arabia, Libya, Kuwait, Iraq, Iran, the United Arab Emirates, Algeria, Angola, Indonesia, Nigeria, Qatar Venezuela and Ecuador. While these nations may have an abundance of oil, most of them lack democracy and human rights. Worse yet, some of them are state sponsors of terrorism -- and sworn enemies of the United States. "With only one or two exceptions, OPEC is effectively dictatorships and autocratic kingdoms," former C.I.A. director James Woolsey tells CBN News. Woolsey is a member of the Set America Free Coalition. The group highlights the national security and economic implications of America's dependence on foreign oil. "Ninety seven percent of our transportation is fueled by oil products of one sort or another," says Woolsey. "And two thirds of the world's proven reserves of conventional oil are in the Middle East, and about that share is also in the hands of OPEC." Gas and oil prices are currently at an all-time high - OPEC sets the market price. Woolsey says Saudi Arabia is using a chunk of its oil wealth to spread its brand of radical Wahhabi Islam worldwide. "The Saudis control about 90 percent of the world's Islamic institutions," he says. "And oil is the reason for that." Iran's big oil profits mean big money for that country's nuclear program and its terrorist proxies, Hezbollah and Hamas. Lately, Iranian Pesident Mahmoud Ahmadenijad has been joined by Venezuela's Hugo Chavez in threatening to help drive oil prices up even further.

A2 ME War

Oil importers balance out sources of income- problems from one buyer don’t lead to instability.

Gholz and Press, 07 (Eugene and Daryl, Professor of Public Affairs at University of Texas with PhD from MIT, Professor of Government at Dartmouth and PhD from MIT, “Energy Alarmism The Myths That Make Americans Worry about Oil”, 4/05/07, Policy Analysis, No. 589, http://www.cato.org/pubs/pas/pa-589.pdf) ALT
Oil companies understand political risk; they have made their profits by dealing with political risk for their entire history. 7 The big corporations manage portfolios of investments in different parts of the world, increasing the likelihood that at least one of their investments will be affected by political events at any given time but reducing the probability that a substantial fraction of their oil revenue will be disrupted all at once. Because oil companies’ investments account for a baseline level of political risk, that baseline is built into the overall level of today’s available oil supply. 8 But in especially “lucky” times when little goes wrong politically, an unexpectedly high level of oil will be available on world markets, and oil prices may fall; conversely, in especially “unlucky” times, oil prices may temporarily rise.

Econ

If oil prices get higher, a global financial crisis could occur 

Reuters 11-the latest news from around the world, covering breaking news in business, politics, entertainment, and technology(“CORRECTED-UPDATE3-INTERVIEW-High oil price slows China, U.S. demand- IEA” April 21, 2011, http://af.reuters.com/article/energyOilNews/idAFL3E7FK15D20110421?pageNumber=4&virtualBrandChannel=0)//CN 
(Clarifies in first and ninth paragraph that OPEC should be prepared to raise output around June, not needs to raise output) * Sustained oil price of $100/bbl may lead to repeat of '08 downturn * OPEC should be prepared to boost output in June or July * Japan nuclear crisis will help ease global gas supply glut (Edits) By Fayen Wong SHANGHAI, April 20 (Reuters) - High oil prices have hurt demand in top consumers China and the United States, and OPEC needs to be prepared to raise output around June to stem further price rises, the International Energy Agency's executive director said on Wednesday. The IEA has already warned that high oil prices are threatening to slow global economic expansion, which would in turn erode the pace of growth in fuel demand. A sustained price of $100 or more for the rest of 2011 would cause demand destruction similar to 2008, Nobuo Tanaka told Reuters in an interview. Then, fuel demand fell as the world economy reeled from the impact of the global financial crisis. "There is a six-month lag for the world economy to fully show the impact of high oil prices. But if they stay at current levels, the consequences will be bad," he said. Earlier this week, Tanaka described signs of the slowdown in demand as "alarming". [ID:nLDE73H03G] Oil prices have risen to their highest levels since 2008 this year. Brent LCOc1 touched $127 a barrel earlier in April, and U.S. crude CLc1 rose above $113, on worries of unrest in the Middle East and North Africa. Investors and speculators would need to heed the growing chorus of warnings and "not repeat the same mistake made in 2008", when the price of crude was driven to over $147 a barrel, Tanaka said. Global demand fell by 500,000 barrels per day (bpd) in 2008 and 1.3 million bpd in 2009, according to the IEA. Oil markets were well supplied for now, but producer group OPEC would need to be prepared to boost output in June or July as European refineries come back online after seasonal maintenance and as Japan begins reconstruction in the wake of its devastating earthquake and tsunami last month, Tanaka said. "As Saudi Oil Minister Ali al-Naimi has always said: Saudi will fill the gap," Tanaka said. "So please, OPEC countries need to make sure this happens when demand comes back." OPEC next meets in June to discuss supply policy, but has to date taken no coordinated action to boost supply to cool prices. Top oil exporter Saudi Arabia said this week it cut supply in March from February as the market was oversupplied. The kingdom had ramped up output in February to plug the gap in supplies left by Libya, where civil war disrupted exports. OPEC ministers have joined the growing chorus this week of those warning that costly oil could place a major strain on consumer countries with fragile economies. DEMAND SLOWDOWN China's measures to cool growth and slow inflation had contributed to a slowdown in demand there, Tanaka said, but high prices had played their part. Year-on-year, Chinese oil demand growth slowed to 9.6 percent in February from 16 percent in December, Tanaka said. "We have already observed slower oil demand growth rates in China. Clearly, the speed of growth is declining," Tanaka told Reuters. "Part of it would be monetary tightening but high oil prices also play a big role. The government has been deregulating the gasoline prices each month and certainly, that has eaten up some demand growth." The question for oil markets is whether Chinese demand growth, which has driven global oil consumption growth for a decade, is slowing faster than expected. The rate of Chinese annual oil demand growh was expected to slow to between 5-7 percent in 2011, according to a Reuters poll, down from a 12 percent increase in 2010. That would still have meant annual growth of 450,000 to 550,000 barrels per day, or around a third of the IEA's global demand growth forecast of 1.44 million bpd for 2011. Implied oil demand in March was up 11 percent on the year, according to Reuters' calculations, ahead of forecast growth. JAPAN, GAS Global gas demand would likely see a big boost in the coming years after Japan's earthquake and tsunami damaged nuclear plants there, Tanaka said. Some governments would shy away from building new reactors and old nuclear plants could get retired earlier than expected. That would erode the glut in gas supplies in global markets earlier than previously expected, Tanaka said. "Governments will increase the use of gas for power generation. The current glut in gas supplies will evaporate very quickly," he said. "Gas demand could be much, much tighter in the future," he said, adding that the agency was in the process of revising its gas demand outlook. Tanaka has previously said the supply glut in global gas markets could take until the end of the decade to clear. (Editing by Simon Webb)

XT Econ

High Oil Bad for the economy

Bleier 11 [Karen Bleier, RT, Ongoing Rise in oil prices bad for economy, March 01, 2011]

http://rt.com/usa/news/usa-oil-rise-economy-bernanke/
Speaking to the US Congress, Federal Reserve Chairman Ben Bernanke explained that prolonged increased in the cost of oil would pose a threat to the US economy.

Bernanke noted a more plausible outcome from oil spikes would be a temporary and mild as opposed to rampant inflation. He told the Senate Banking Committee he had full confidence the US economy would show growth this year, but said there was little chance it would decrease US unemployment numbers now lingering just above 9 percent.

Citing high consumer prices in oil, food, gasoline, real estate and other general commodities, Bernanke argued that many Americans may spend less, in turn contributing less money to the market.

High Oil Bad - consensus

Blas 11 [Javier Blas, Financial Times, Commodities: Are high oil prices bad for the global economy, Septermber 22, 2011, University of Sheffield Politics Reporter for 13 Years.]

http://www.ft.com/cms/s/0/46dccc1a-df7f-11e0-845a-00144feabdc0.html#axzz20QoCdpPz
Conventional wisdom, firmly anchored in the experience of the oil shocks of the 1970s, has it that high oil prices are not good for the global economy. And a look at the global economy now, with consumer confidence weakening sharply in the face of high gasoline prices, confirms it.

But two economists at the International Monetary Fund have published a research paper challenging the traditional view, arguing that high oil prices are not a big economic drag. The new analysis, “Oil Shocks in a Global Perspective: Are they Really that Bad?”, is particularly relevant as global economic growth starts to falter, with some policymakers blaming the impact of high oil prices for the slowdown. 
Mr Rasmussen and Mr Roitman acknowledge the difference between the current demand-driven cycle and previous episodes, warning that “the finding that the negative impact of higher oil prices has generally been quite small does not mean that the effect can be ignored”.

High oil prices cause global economic slowdown

Spano 12 [Kirk Spano is an investment advisor and founder of Bluemound Asset Management, LLC March 5 2012 http://www.marketwatch.com/story/high-oil-prices-could-be-an-economic-disaster-2012-03-05]

High sustained oil prices would be a disaster for the economic recovery, the stock market and probably the bond market. Defining high and sustained is the challenge. In the 1973, 1980, 1991, 2001 and 2007 recessions, oil jumped and maintained a price threshold that was too high for the economy to take. In each case, the stock market corrected and in most cases bonds suffered in varying degrees as well. In early 2011, the price of oil crested only to retreat. A recession in 2011 was avoided, however, the recovery is exceptionally slow even into 2012, albeit for many reasons, including continued fallout from the financial, real estate and sovereign debt markets. Stock prices showed extreme volatility and corrected in mid-2011. In early 2012, oil prices are cresting again. The stock market is continuing a rebound rally, but the economic recovery remains tepid. At this point, energy costs account for about 6% of disposable income nationally which has not indicated "too much pain" in the past. However, a number approaching 8% has generally been a "hurt" point for consumers and the economy. At a sustained oil price around $120 per barrel or higher, the economy would suffer as the pain threshold is reached. So, what is a "sustained" high oil price? That's hard to tell, but it seems that "sustained" is roughly the better part of the U.S. summer crop growing and driving season. This makes a lot of sense logically. The price of food largely relies on the price of oil due to the mechanization of farming and people make decisions on vacation spending during the summer. Once high oil prices impact the cost of producing food and that is passed on at the supermarket, consumers will feel the double whammy of higher energy and food costs. If summer vacationing and spending is slow due to pinched budgets that will also impact the economy. Ultimately, earnings and then stock prices would fall. With oil prices rising going into the spring planting season, I strongly suspect that if prices do not deflate by mid-summer, we will see both an economic slowdown and a significant stock market correction shortly afterwards\

Long term High oil Prices damage the economy

Blodget 12 [Henry Blodget is an American former equity research analyst,March 8 2012 http://finance.yahoo.com/blogs/daily-ticker/actually-high-oil-prices-clobber-economy-153737630.html]

Bears, meanwhile, argue that oil prices will eventually clobber the economy--by forcing consumers to spend more of their incomes on gas, heating oil, and other petroleum-based necessities, thus leaving them less to spend on other things. Lance Roberts, the head of StreetTalkAdvisors, is in the latter camp. Roberts believes that most economists are underestimating the impact of today's oil prices. Specifically, he says that the damage inflicted by high oil prices is not just a function of price--it's also a function of time. In other words, consumers can adapt to temporary spikes in oil prices, but the longer oil prices remain elevated, the more they'll crimp overall consumer spending. Roberts also believes that the recent apparent "recovery" in consumer spending, which many observers interpreted as a bullish sign for the economy, has actually been the result of higher energy prices. Consumers are being forced to spend more on oil and gas, Roberts says, and this is boosting overall consumer spending. But this increase in spending is not, Roberts argues, the result of consumers feeling better about the economy and thus loosening their purse strings. If oil prices remain at today's level (or higher) for a long time, Roberts argues, they'll ultimately wallop the economy.

High oil prices incite recession and overtake debt

Chazan 12 [Guy Chazan is an energy consultan for the Wall Street Journal and the Financial Times March 3 2012 http://www.ft.com/intl/cms/s/0/ff0abf58-750d-11e1-a98b-00144feab49a.html#axzz20QxXh32W]

Fatih Birol, the IEA’s chief economist, said the European Union was particularly vulnerable, with high oil prices now overtaking the sovereign debt crisis as the biggest problem. Crude prices have risen 15 per cent this year against the backdrop of the west’s escalating nuclear stand-off with Iran, fanning fears that a fragile economic recovery is in jeopardy.The issue is also emerging as one of the biggest threats to President Barack Obama’s re-election prospects. The IEA estimates that the EU will spend a record $502bn this year on net imports of oil, up from $472bn in 2011. That represents 2.8 per cent of the bloc’s gross domestic product, whereas between 2000 and 2010 it was spending on average 1.7 per cent of GDP on oil imports. “The current price levels are on average higher than the awful year of 2008 [when oil hit a record high of $147 a barrel], and as such have the capacity to tip the global economy back into recession,” Mr Birol said in a speech in London. He noted that every recession in the industrialised countries since the second world war had been preceded by an oil price spike. The oil import bill is creating an additional burden for Europe’s hard-pressed consumers. European households will spend close to 11 per cent of income on heating, lighting, cooking and personal transport this year, compared with the historical average of 6-7 per cent and 9 per cent last year, Mr Birol said. Other regions are also suffering. The US’s oil bill is expected to rise to $426bn this year, from $380bn in 2011, Mr Birol said. China’s will increase from $215bn in 2011 to $251bn this year, and Japan, which has been burning more oil to generate electricity since shutting down most of its nuclear power plants in the aftermath of the Fukushima disaster, will spend $198bn on oil imports this year, up from $178bn in 2011. He said on current projections India will be spending a substantial 5.9 per cent of GDP on oil imports this year.

High oil hurts economy, causes recesion

Wiseman 11 [Paul Wiseman is an economics writer from the Associated Press4/6/11 http://www.aolnews.com/2011/04/06/rising-oil-prices-beginning-to-hurt-us-economy/]

Consumer spending accounts for about 70 percent of the economy. After adjusting for inflation and for seasonal factors, consumers spent 0.3 percent more in February than in January. But that's unlikely to last. Gasoline prices are surging just as inflation-adjusted incomes are falling. More expensive gas is draining much of the cash Americans are receiving from a cut in Social Security taxes this year. Zandi estimates that higher oil prices shaved 0.5 percentage point from growth in the January-March quarter. He predicts the economy grew 2.6 percent during the quarter. If oil prices average $100 a barrel for the year, Zandi says, growth will be 0.3 percentage point lower than if prices had stayed at last year's level - an average of less than $80 a barrel. A few months of $125-a-barrel oil would slash economic growth by a full percentage point, Zandi says. And a few months at $150 a barrel could push the economy back into recession. Surging oil prices don't hurt everybody in the United States. Oil companies, for example, stand to gain. In 2008, Exxon Mobil Corp. earned $45 billion - a record for a U.S. company - after oil prices hit a record $150 a barrel. Oil services companies such as Halliburton Co., Schlumberger Ltd. and Baker Hughes Inc. also benefit as the oil industry rushes to find and produce more oil. And the products of biodiesel and other alternative energy companies become more competitive the higher oil prices go. In a speech last week, Sandra Pianalto, president of the Federal Reserve Bank of Cleveland, offered hope that higher oil prices won't persist long enough to do much damage. "Large increases in food or energy prices tend to be temporary," Pianalto said. "History shows that they are often followed by sharp declines." But Mark Pawlak, a market strategist at Keefe, Bruyette & Woods, says he worries about a repeat of what happened to the economy last year: It built momentum at the start of 2010, only to stall in the face of a European debt crisis and a run-up in oil prices from February to April.

High oil prices damage the economy and growth

Smith 11 [Grant Smith is an economic reporter for Bloomberg 4/12/11 http://www.bloomberg.com/news/2011-04-12/iea-says-oil-price-hurting-economy-maintains-demand-outlook-1-.html]

The International Energy Agency maintained its outlook for global oil demand in 2011, while warning that prices above $100 a barrel are starting to hurt the global economy. Worldwide oil consumption will increase by 1.4 million barrels a day, or 1.6 percent, this year to average 89.4 million a day, the Paris-based adviser said today in its monthly Oil Market Report. Still, preliminary data “already show signs of oil demand slowdown,” and global supplies are starting to look “thin” as the conflict in Libya strains OPEC members’ spare production capacity, the IEA said. Enlarge image Crude futures climbed above $110 a barrel in New York for the first time in 30 months on April 7. Photographer: Ken James/Bloomberg Play Video April 12 (Bloomberg) -- Stephen Schork, president of the Schork Group, talks about the outlook for oil prices. Schork speaks with Deirdre Bolton on Bloomberg Television's "InsideTrack." (Source: Bloomberg) “There are real risks that a sustained $100-plus price environment will prove incompatible with the currently expected pace of economic recovery,” the agency said. “The surest remedy for high prices may ultimately prove to be high prices themselves.” Crude futures climbed above $110 a barrel in New York for the first time in 30 months on April 7 as forces loyal to Libyan leader Muammar Qaddafi launched strikes on the country’s oil fields. Oil traded around $109 today. Yesterday the International Monetary Fund lowered its 2011 forecast for U.S. growth, citing the impact of fuel costs, and Goldman Sachs Group Inc. (GS) said there are “nascent signs of oil demand destruction.” Denting Demand Growth The U.S. economy, the world’s largest, will expand by 2.8 percent this year, down from the 3 percent projected in January, the IMF said. The IEA reported that “preliminary January and February data suggest that persistently high oil prices may have already started to dent demand growth.”

Prevents economic recovery, multiple warrants

Riddix 11 [Mark Riddix is the founder of New Horizons Financial Management and has worked as an investment management professional for over 5 years. 3/9/11 http://articles.businessinsider.com/2011-03-09/markets/29985433_1_gas-prices-strategic-petroleum-reserves-consumer-staples]

Whatever the reason, it is obvious that a continued rise in oil prices could put the brakes on the economic recovery and hurt three areas in particular: 1. A Fragile Consumer The consumer was just starting to feel confident about the United States Economy again. Retail numbers have been positive over the last few quarters as consumers have had an appetite for the products of companies like Amazon (AMZN) and Apple (AAPL). Unfortunately, rising oil prices may put a dent in the spending habits and travel preferences of consumers. Companies will have to pass along increased transportation costs to consumers in the form of higher prices. As a result, items such as food, consumer staples, and retail products are seeing their prices increase. Higher oil prices are forcing companies to raise the prices on goods at a time when consumers are still very price conscious and that does not bode well for the economic recovery. 2. The Unemployment Rate The U.S. unemployment rate has just started to drop over the past few months. It has descended from a high of 9.8% last fall to 8.9% this past month. Firms like Goldman Sachs (GS) believe that an unemployment rate below 8.5% is distinctly possible. Unfortunately, rising oil prices could put a new wrinkle in domestic hirings. Companies will be less likely to hire at a time when their input costs are rising. They will instead try to maximize production with their existing talent pool. It is unlikely that unemployment will be able to continue to drop if oil remains above $100 a barrel. 3. Consumer Travel Pain at the pump is really bad for summer vacation travel. If oil prices stay high, a number of industries could see poorer numbers on their bottom lines, particularly the travel industry. Airlines, hotels, and travel destinations were hurt the last time that oil prices were over $100 a barrel and likely would be again. As a recent example, in 2008, many consumers opted to take vacations that were much closer to home in order to conserve fuel and save money. Higher gas prices have a big impact on discretionary income and force consumers to scale back on their travel. In fact, it is high oil prices that have led to the recent rise in popularity of satiations. 

Airlines

High Oil Hurts Airlines

Chiu 12 [Joanne Chiu, Wall Street Journal, Airlines’ Profitability Under Pressure Amid HighOil Prices June 7th 2012,] 

http://online.wsj.com/article/SB10001424052702303665904577451621782709492.html
BEIJING—The global airline industry will face a tough second half and profitability will remain under pressure amid high oil prices, a senior executive at the International Air Transport Association said Thursday, highlighting the challenges facing the industry this year amid the escalating European debt crisis and slower global economic growth.

But China remains a bright spot in the industry, the IATA said, because of strong domestic demand as well as government investment in infrastructure to boost air traffic.

"Certainly China's economy is under more pressure this year than we have seen in the recent years, but relative to the rest of the world it's still extremely healthy," Tony Tyler, director general of the IATA, said.

On Tuesday, Qantas warned that its full-year pre-tax earnings may sink up to 91% as deteriorating global economic conditions widen losses at its struggling international unit, while Emirates warned of a "perfect storm" in the industry that could force many airlines to downsize.

High Oil bad for Airlines – hurts consumers and airline profits

N.B 11 [ N.B, The Economist, Could business travel survive an oil shock?, April 3rd 2011.]

http://www.economist.com/blogs/gulliver/2011/04/oil_and_airlines
Oil priced at $125 bbl would result in a reduction of nearly $5.8 billion or 1.5 percent in total U.S. business travel spending and roughly 700,000 trips forecast between 2011 and 2013.

Oil priced at $150 bbl would result in a reduction of nearly $6.9 billion or 1.8 percent in total U.S. business travel spending and roughly 1.8 million trips forecast between 2011 and 2013.

Oil priced at $200 bbl, the extreme shock scenario, would result in a reduction of almost $9 billion or about 2.5 percent in total U.S. business travel spending and roughly 2.7 million trips forecast between 2011 and 2013.

It's nice to think that an oil price increase to $200 bbl would only cost the US business travel market $9 billion. But even GBTA's study assumes that prices will return to normal by 2013. What if they didn't? As Mr Myers notes, "If a triple-digit oil price settles in for a long stay, all bets are off."
After all, although the airline industry is heavily affected by oil price increases, it's far from the only sector that would suffer from $200 bbl oil. Sure, some business travellers would cancel trips because the high cost of jet fuel would make tickets unaffordable or make alternate modes of transportation a better option. But those wouldn't be the only cancellations. Other business travellers would have to stop travelling because the high price of energy—or their company's overreliance on oil—would drive their employers into the ground.

High prices cause ticket rises and lower airline use

Bart Jansen 7/13

3/20/2012 5:23 PM http://travel.usatoday.com/flights/story/2012-03-20/Airlines-predict-plunge-in-profits-as-oil-prices-rise/53672054/1
Climbing fuel prices will cut into airline profits worldwide more sharply than anticipated this year, the industry predicted Tuesday.¶ Tony Tyler, head of the International Air Transport Association, which represents the world's biggest airlines, projected $3 billion in combined profits globally for the industry — down more than 60% from the $7.9 billion in profits anticipated for 2011.¶ That's $500 million less profit than the group estimated in December. The association's pessimism is driven by rising oil prices, as fuel consumes roughly 35% of airlines' operating costs.¶ "While we have seen some improvements in economic prospects, any further significant rise in fuel price will almost certainly turn weak profits into losses," Tyler said in Geneva.¶ With an overall profit margin projected at 0.5%, Tyler added that "it will not take much of a shock to push the industry into the red for 2012."¶ The association projects average oil prices rising to $115 a barrel for the year from the $99 level forecast in December. Oil has been trading in New York at about $107 a barrel in recent days, a nine-month high.¶ Higher oil prices already are prompting U.S. airlines to raise domestic airfares and warn their profits will be dented.¶ Southwest Airlines, the most consistently profitable of the big U.S. airlines, already has announced that high fuel costs will keep it from posting a profit for the first three months of the year.¶ Delta Air Lines has said it expects a lower first-quarter profit margin of 1% to 3%, down from the 2% to 4% that it previously projected.¶ The IATA now projects that North American carriers will deliver a profit of just $900 million this year, down from the previously forecast $1.7 billion.¶ "While we have seen some improvements in economic prospects, any further significant rise in fuel price will almost certainly turn weak profits into losses," Tyler said.

Lower prices are key to airline survivability

Agustino Fontevecchia 7/13 6/06/2012 @ 5:46PM http://www.forbes.com/sites/afontevecchia/2012/06/06/airline-stocks-flying-high-after-big-correction-in-oil-prices/
Oil prices have suffered a substantial correction over the last couple of months, with US benchmark WTI even falling more than 20% in May. With crude trading in the mid-eighties, falling prices should bring some relief to consumers, particularly at the pump, but they also provide an investing opportunity: airlines, which last year consumed 36% of their revenues in jet fuel.¶ It’s been a wild ride for crude traders in 2011, with benchmark WTI oil futures topping $110 per barrel in February, and now tumbling all the way to $85.43, as of Wednesday’s close. While prices remain relatively high, in part due to underlying geopolitical concerns according to OPEC, the substantial drop should prove bullish for the economy and certain stocks.¶ In particular, airline stocks. A report by S&P Capital IQ released on Wednesday suggests shares in airlines will continue to benefit as fuel prices retreat. In 2011, the U.S. airline industry consumed 16.4 billion gallons of jet fuel, costing them approximately $47 billion. Indeed, this is 36% of the industry’s 2011 revenues, “leaving little room for profitability,” S&P’s Jim Corridore argued.¶ But, as the tide has turned, so has the outlook for airlines. Oil prices could fall even further, as I explained in a piece on the crude oil market, with WTI possibly hitting $75 by the end of the month. The sustained decline would be good for the industry “so long as the drop is not due to such a severe economic downturn that passengers stop flying.”

China

High Oil Prices already affecting Chinese economy.

Stephen 12- advisory consultant specializing in media and telecoms (Craig, “Is high oil price behind China’s slowdown”, April15, http://www.marketwatch.com/story/is-high-oil-price-behind-chinas-slowdown-2012-04-15)//CN
HONG KONG (MarketWatch) — While bad news is highly effective at selling newspapers, it tends to work the opposite way for sell-side analysts: Being perennially gloomy is a surefire way of finding yourself out of a job. And when it comes to the enigma that is China’s economy, perhaps a default position of optimism is even more important. On the face of it, last week’s data from China pointed to a double disappointment, with higher-than-expected inflation and lower-than-expected growth. Economic growth came in at 8.1% in the first quarter — the slowest rate in three years — while the inflation rate in March jumped to 3.6%, up from 3.2% in February. Yet analysts were still quick to see positives in these numbers. According to Bank of America Merrill Lynch analyst Ting Lu, “the worst is over” and the last quarter should be the low point of the cycle. Meanwhile, Nomura’s economist Zhiwei Zhang went one better, ignoring the disappointing growth and penciling in a forecast upgrade for the full year. Whether or not it is clear skies ahead from here in, an economy producing higher prices and slowing growth presents a dilemma for policy makers. Apply further stimulus and will you get more growth or just more inflation? The glass-half-empty way of interpreting this data is that China is showing early signs of stagflation, most commonly associated with the 1970s after the oil price shock in the West. Here, China’s growing dependence on oil is worth highlighting, as its consumers face steep price hikes. As the second-largest consumer of oil after the U.S., the mainland Chinese economy is increasingly exposed to higher crude prices. China is also steadily increasing the amount of oil it imports, which reached 5.57 million barrels a day in March, up 8.7% from a year earlier Last month, China’s National Development and Reform Commission (NDRC) instigated its second fuel-price hike in less than five weeks, raising gasoline and diesel prices by 600 yuan ($95) per ton. This led to gasoline and diesel at the retail level increasing by between 6.5% to 7%. The price of gasoline has now reached 8 yuan a liter, or over $4.80 a gallon, while in southern Guangdong province, it was reported prices had even reached the 9-yuan-a-liter mark. Next to the U.S. average of around $3.94 a gallon this looks pricy, especially when you consider Chinese mainlanders have seen the price of gas at the pump double since 2005 from 4 yuan a liter. This is likely to come as a shock to the new generation of mainland Chinese motorists, who last year surpassed 100 million, and according to some forecasts will reach 200 million by 2020. Anecdotally, it is already possible to notice the higher prices when catching a taxi over the border from Hong Kong. Fares are considerably higher than even a few years ago, and taxi drivers are less willing to bargain. As well as pinching motorists, higher fuel prices also feed through to wider inflation. As petroleum-based fertilizers are used in agriculture, and gasoline is needed to transport goods, these higher prices will have a knock-on effect. This is one reason, it is argued, China is facing structurally higher inflation. What is uncertain is how much these higher prices impact growth where, for example, some business find they are no longer economical and cease, or when individuals might make fewer trips. While various grain producers, fishery, forestry, urban and rural public-transportation services receive fuel subsidies from the government, the rest will simply have to swallow the price increase. As the government sets fuel prices in China, it risks a fuel-price backlash. One complaint is that the concentration of large state-owned monopolies is responsible for exacerbating price increases. On the face of it, with gasoline prices a quarter higher in China than in the U.S., motorists have reason to gripe. Meanwhile, the conundrum for authorities presented by the latest economic report card is how to keep the economy moving without just adding to inflationary pressures? Perhaps this policy bind explains why authorities moved this weekend to widen the yuan trading band by 1%. Arguably, the benefits of a weak currency to enhance the competitiveness of exporters are less important when your major Western export markets are in the doldrums. March’s 8.9% growth in exports — less than half the rate of the previous month — suggests the days of double-digit export growth could be in the past. Conversely, a stronger currency will help to suppress inflationary pressures and rebalance the economy towards domestic consumption. And perhaps more importantly for China’s millions of new car owners, it will help them afford to keep their cars on the road. 

Oil slows Chinese economy

Gorondi 12-Associated Press- Information about the world's oldest and largest newsgathering organization(Pablo, “Oil Near 87$ Even as Chinese Growth Slows” July 13, http://abcnews.go.com/International/wireStory/oil-87-chinese-growth-slows-16769440)//CN
Oil rose to near $87 a barrel Friday even as economic growth in China, the world's second-largest crude consumer, slowed in the second quarter to a three-year low. The decline was in line with expectations. By early afternoon in Europe, benchmark oil for August delivery was up 83 cents at $86.91 a barrel in electronic trading on the New York Mercantile Exchange. Crude rose 27 cents to settle at $86.08 on Thursday in New York. In London, Brent crude for August delivery was up 90 cents at $101.97 per barrel on the ICE Futures exchange. China said its gross domestic product expanded 7.6 percent in the April to June period from a year earlier, the lowest since 2009. China also reported that retail sales and factory output growth slowed in June. "Given that the GDP number is controlled by the state, we are more worried about the data for power demand in China which in June is flat versus last year and comes after very weak numbers as well for April and May," said analyst Olivier Jakob of Petromatrix in Switzerland. Crude has fallen from $106 in May amid signs of slowing economic growth in the U.S., Europe and China. Some analysts expect global policymakers to continue to ease monetary policy and boost fiscal spending, which should spur economic growth and oil demand. "The likelihood of some stimulus measures keep the upside risk of the oil market tilted higher through month's end and possibly beyond," energy trader and consultant Ritterbusch and Associates said in a report. Fresh U.S. sanctions against Iran aimed at stifling its nuclear program also helped support oil prices. The new sanctions announced Thursday were aimed at companies and people affiliated with Iran's defense ministry. Previous sanctions were meant to curtail its ability to export oil. Earlier this year, European refineries stopped buying Iranian oil, and Iran's banks were blocked from doing business with much of the world. The U.S. and other Western nations say Iran is building a nuclear weapon, which Iran denies. Its leaders have threatened to block a key shipping channel out of the Persian Gulf if the sanctions continue, a move that could slow down or even halt shipments of about 20 percent of global oil supply. "As sanctions against Iran come into force, supply risks will gain more weight again," said analysts at Commerzbank in Frankfurt. "Supported by higher seasonal demand, we expect the price (of Brent) to climb to $110 a barrel by the end of the year." Commerzbank said Iran's oil exports were expected to fall to a maximum of 1.1 million barrels a day in this month, about half of what it typically exported daily in 2011. In other energy trading, heating oil was up 1.31 cents at $2.7864 per gallon and gasoline futures rose 0.97 cent to $2.8188 a gallon. Natural gas added 0.7 cent to $2.881 per 1,000 cubic feet.
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Russian economic stability is resilient – new foreign investments and political stability prevents economic collapse

Zavinosky 12 [Konstantin, editor of “Geopolitics” magazine and researcher at the Institute of Advanced Studies in Geopolitics and Auxiliary Sciences (ISAG) quoted by PRNewswire, Rome, February 7, http://www.prnewswire.com/news-releases/political-and-economic-stability-in-russia-will-attract-foreign-investment-claims-institute-138864439.html, JP]

Konstantin Zavinovsky of the Institute of Advanced Studies in Geopolitics and Auxiliary Sciences, has said that relative economic growth in Russia in recent years has improved the quality of life in Russia, and the prospect of foreign direct investment into the country. Zavinovsky said: "The Russian economy in the last decade has seen a steady growth. After the economic crisis in the late 90s, starting from 2000 GDP per capita in Russia increased steadily rising from about $ 7600 in 2000 to nearly $ 17000 in 2011. This means that the index more than doubled in 10 years. The growth was interrupted only for a year because of the 2008 financial crisis which produced a slight decline in GDP per capita in 2009. But already next year, in 2010, this index started to grow and almost reached pre-crisis level. According to the forecasts of the International Monetary Fund (IMF) the index will grow steadily over the next year to nearly $ 22000 in 2016. We should add that in the same period inflation in the country declined from 20.78% in 2000 to 8.8% in 2011 (6.1%, according to the Russian Ministry of Finance - Minfin) and according to the forecast of the IMF inflation in Russia is to diminish in future and will reach 6.64% in 2014 (4.5%, according to Minfin). "With the rise of income the quality of life of Russian citizens in recent years has improved considerably. And thus the image of Russians in the world has also changed. For example, in Italy 10 years ago the Russians were seen as a backward people, rather poor and far away from European civilization, now the Russians have become a symbol of wealth and economic well-being. Russian customers are very appreciated in Italy both by small traders on the narrow streets of Rome, Florence andVenice and by the great Italian fashion designers such as Salvatore Ferragamo, who believes Russians to be "customers number one in Europe". Precisely for this reason at the end of last year the Michele Norsa CEO announced that "over the next five years we expect to double sales volume in Russia, where the growth will be +20% annually over the past 24 months". Dirk Bikkemberg also stated that Russian clients are the target of extreme importance because thanks to them flagship store in Milan, considered by many as a loss, not only got in balance with the accounts but also opened 47 new stores in 2011. Italian newspapers say that due to purchases of Russian clients sales of the Italian outlets in contrast to the general crisis. The most important Italian financial newspaper Il Sole 24 Ore suggested making investments in the Russian ruble bacause Russia has a high economic growth and its national debt is very low. The tourism industry that made Italy famous also makes plans with a focus on the Russian customers. The examples are numerous and cover many sectors, while news of this kind are discussed widely in the Italian press. This shows that currently the Italian business world has confidence in the Russian market and is ready to invest in it. "So in only 10 years, Russia managed to change her image in Italy (in Europe and the world). Today it appears as a stable country, a country with an economic growth and with many investment opportunities. This change wasn't an easy one and required great efforts from the Russian government in 2000 when Russia was economically weak - in 2000 GDP was almost half of that of 1992. Today Russia's GDP is nearly 7 times bigger than that of 2000 and amounts to nearly 2 trillion dollars. According to IMF, this figure is expected to rise and in 2016 GDP will amount to 3 trillion. The increase of Russia's prestige in the eyes of the Europeans and the strong economic growth were possible thanks to political and economic stability of the country which was a merit of politicians who led Russia in recent years. The political destabilization of Russia would lead to distrust of the future of the Russian market and foreign capitals would flee from the country. So Russia should continue to move in the same direction of political stability if it wants to preserve and enhance the economic well-being and thus to remain an attractive country for foreign investment."

XT Econ Resilient

Economy resilient- Russian GDP and investment outlook is strong.

Ritchie 11 (Matt, “Russia’s appeal to grow over next 18 months”, 7/18/11, European Pensions, http://www.europeanpensions.net/ep/russias-appeal-to-grow-over-next-18-months%20.php) ALT

Russia is set to become an increasingly attractive market to investors over the next 18 months, according to Baring Asset Management. In a note published today, Barings said it expects to see solid GDP growth continue, despite Russia’s economic recovery having been slower to gain momentum than other emerging European nations. Russia’s parliamentary elections will take place this year, and the presidential election is to be held in 2012. Manager of the Baring Russia Fund Matthias Siller said the political backdrop over the next 18 months will have a positive influence on investment opportunities in the country. “The elections will naturally result in an increase in social spending on infrastructure and on housing as the government tries to secure support. Aggressive fiscal loosening will also put more money in people’s pockets and boost consumer confidence, supporting growth,” Siller said. GDP growth is expected to remain solid, and Barings believes the Russian economy has been relatively resilient to the financial crisis. Privatisation efforts are picked to increase and generate more growth for businesses, and wage growth and consumption are expected to be underpinned by a deficit spending increase in Russia. Siller said that while food inflation will slow real wage increases for the time being, Barings expect a re-acceleration of real wage growth in the second half of 2011 as inflation levels off. “This supports our positive outlook for Russian consumption over the rest of the year. “Russia remains attractively valued against its emerging European peers and we believe that this, along with demonstrable economic resilience, a positive outlook for increased consumption and solid finances, means Russia will become an increasingly attractive investment option for investors.

Russia econ resilient- ranked in top 5 for future investments.

Abdellateef 12 (Reem, “Emerging markets most 'resilient' in economic crisis”, 2/9/12, originally published in the Egypt Daily Times, http://azzasedky.typepad.com/egypt/2012/02/emerging-markets-most-resilient-in-economic-crisis-says-agility.html) ALT
The report also provides a ‘market size and growth attractiveness’ sub-index, which is calculated based on a country’s economic output, projected growth, population size and financial stability. "Unsurprisingly, China and India score top, with China obtaining the maximum possible score for this sub-index," said the report. "Indonesia, Brazil and Russia make up the remaining top five." Paraguay, Ecuador and Bolivia ranked poorly in this category, offering limited prospects for investors. The index report, which includes Transport Intelligence's (Ti) exclusive survey of 550, shows that Intra-Asian trade holds the most potential for growth in the near future. 

Russia econ resilient- investments keep growing, not related to oil prices.

Reuters 7/12/12 (“Direct foreign investment in Russia grows by 22%”, 7/12/12, republished on RT News, http://rt.com/business/news/direct-foreign-russia-061/) ALT
Russia now ranks 7th in the world for foreign direct investment as investment grew by 22 per cent, reaching $53 billion in 2011, according to an annual report published by the United Nations Conference on Trade and Development (UNCTAD.) Out of $100 invested into the economies worldwide $3.50 went into Russia, with foreign direct investment reaching 3 per cent of GDP, more than in China and the United States. Foreign investors were primarily attracted by Russia’s growing domestic market as well as by affordable labor costs and the rise in production capacity. Repayment of investment primarily in the energy sector has also encouraged foreigners to invest in the Russian economy. 

The Russian economy is resilient AND Putin will implement reforms to reduce oil dependence in the status quo

Reuters 12 [News Service, in The Economic Times, March, ‘Russia Must Reform to Boost Weak Recovery: World Bank, http://economictimes.indiatimes.com/news/international-business/russia-must-reform-to-boost-weak-recovery-world-bank/articleshow/12430387.cms, JP]
The report noted said Russia's recent economic growth remained resilient and was characterised by robust expansion, with 3.5 percent growth forecast this year after growth of 4.3 percent last year. However, the World Bank praised reform proposals contained in Strategy 2020, a policy blueprint drawn up by advisers to Prime Minister Vladimir Putin that calls for privatisation and deregulation to boost economic growth and reduce Russia's excessive dependence on commodity exports. The plan is expected to be the basis for reforms to be adopted by the next Russian government, which will be formed in May after Putin is inaugurated as president. Putin won a presidential election on March 4. "We know that Russia is taking this agenda seriously," Richter said. 
The Russian economy is resilient and will bounce back faster and stronger

Solomon 12 [Lawrence, writer at the Financial Post Newspaper News Service, Saturday National Edition in Canada, Column, March 3, ‘Vladimir the Great,’ Lexis, JP]

Putin's stunning and prolonged popularity, as vouched for in numerous Russian and U.S. public opinion polls, exceeds anything seen in the Western democracies. Aside from a 2011 decline from which he is rebounding, his favourables never fell below 65% and often exceeded 80%, his unfavourables were often in the 20s and even in the teens. Women especially swoon over his macho photo-ops, but they aren't alone. Putin is popular with most Russian demographics - rich, poor, young, old, Russian, ethnic, as well as male, female - and for good reason. After centuries of serfdom and privation under the czars, after decades of central planning and privation under the Communists, and after a decade of chaos and privation in the 1990s, Putin has delivered stability and prosperity. By the end of 2006, the midpoint of his reign to date, his reputation was made. Russia's GDP had almost tripled over the previous four years while its reserves had increased more than six-fold, the ruble was strong, inflation had been halved, the economy was growing at 7%, almost everyone had been made better off. Despite the recent recession which hit Russia's energy-dependent economy especially hard - GDP plummeted by 8% in 2009 - Russia soon bounced back and it now boasts the world's third-fastest growing economy. All told, since Putin came to power at the end of 1999, per-capita GDP rose an estimated six-fold, according to the IMF, and real disposable income is at its highest level ever.

Russia resilient in EU slump, investors interest growing, and even if deficit spending occurs that is positive for Russia.

Actuarial Post 11 (“Russian recovery continues to gather momentum”, December 2011, Actuarial Post, http://www.actuarialpost.co.uk/article/russian-recovery-continues-to-gather-momentum-623.htm) ALT
Baring Asset Management (Barings), the international investment management firm, believes Russia will become an increasingly attractive market to investors over the next 18 months as its economic recovery continues to gather pace on the back of higher public sector investment and consumer spending. Matthias Siller, manager of the Baring Russia Fund also believes that over the next 18 months, Russia's political backdrop will have a positive influence on investment opportunities in the country. This year, Russia's Parliamentary elections will take place and in 2012, the Presidential election. Siller explains: "The elections will naturally result in an increase in social spending on infrastructure and on housing as the government tries to secure support. Aggressive fiscal loosening will also put more money in people's pockets and boost consumer confidence, supporting growth." In terms of GDP growth Barings believes this will remain solid, although Russia's economic recovery has been slower to gain momentum compared to other emerging European nations. Siller says: "Russia's late cyclical recovery means that whilst consumer spending is only just starting to pick up, its monetary pressures are less strained than other European countries. Consumer spending, supported by a revival in retail loan growth since early 2010, points toward a strong, sustained recovery. Evidence of growth in consumption can be seen in rising new car sales which for example are well above Turkey's." Barings believes the Russian economy has been relatively resilient to the financial crisis, and currently its budget deficit forecasts are significantly better than some other European emerging economies. While other European governments' support of growth via deficit spending comes to an end, Russia is an exception to the trend. A deficit spending increase in Russia will continue to underpin wage growth and consumption. Barings also expects privatisation efforts to increase and generate more growth for businesses.

Econ Collapse Inevitable

2ac Econ Collapse Inev

Slowed growth in Russia inevitable- experts prove

Forbes 2012 “Russia and Oil: A Likely Source of Future Stability” http://www.forbes.com/sites/markadomanis/2012/05/08/russia-and-oil-a-likely-source-of-future-stability/ 5/08/2012 Mark Adomanis, Contributor

Russia’s addiction to oil and natural gas is not, contrary to the implications of many stories in the media, a recent development. As far back as the early 1970′s, the Soviet state was relying on the energy sector to subsidize the remainder of an economy that was increasingly mired in fatal inefficiency and waste. Oil and natural gas were some of the very few products that the Soviet Union could trade internationally, and they were the regime’s most vital sources of hard currency.* Gorbachev’s decision to press ahead with glastnostand perestroika was, to a large extent, motivated out of pure necessity: when he and his close advisers looked at the non-oil budget deficit, and the low oil price, they realized that something had to change. This point is not that oil dependence is good, it’s not good it’s quite risky and dangerous, it’s simply that this isn’t something Putin cooked up in the depths of the Lubyanka but a problem that the country has been unsuccessfully grappling with for several decades. Due to its reliance on oil and gas people are, understandably, somewhat wary and suspicious about Russia’s future economic stability. Consider, for example, some quotes from a recent Bloomberg story picked up by the Washington Post: The oil and gas industry accounts for about 50 percent of Russia’s budget revenue and Deputy Economy Minister Andrei Klepach estimated last month that it contributed 4 percentage points to the average 7 percent growth over the past decade. Given forecasts of stagnant oil production and “modest” increases in gas output and exports, the industry can now only provide 1.5 to 2 percentage points of growth, the ministry estimates. The budget deficit may narrow to 0.1 percent of gross domestic product this year from an initially planned 1.5 percent shortfall, according to government budget revisions… “We’re losing time and eating away the future,” said Sergei Guriev, rector of the Moscow-based New Economic School and a government adviser. “The authorities have always answered that by saying: ‘Don’t try to frighten us. When we need it, oil prices always rise. And they will in the future.’ And so far, the authorities have been right…” With the budget slipping into a deficit and the current- account balance likely to turn negative in 2014 or 2015, Putin will face “a much more difficult time in his third term,” said Ivan Tchakarov, chief economist for Russia at Renaissance Capital in Moscow. “The economy remains his biggest challenge, despite all the things we saw happening on the political front over the last couple of months,” Tchakarov said. Or we could consider a post from the FT’s excellent beyond BRICS blog:  Lavish public spending increases have in the past five years raised three-fold the government’s break-even price for balancing the budget to $117 a barrel. At the same time, the beneficiaries of this largesse have been buying more imports. So as well as fiscal deficits, Russia could face current account deficits unless oil keeps climbing. Renaissance Capital estimates that the current account could be in deficit as soon as 2014 with $100 a barrel oil. At $90 it would be next year. Although the stories I’ve cited above are quite measured and restrained in their analysis and tone, many Western Russia experts, particularly those of a conservative persuasion, are highly skeptical of Russia’s economic future largely because of its continued over-reliance on oil. These people, by and large, think that today’s high oil prices are some sort of “accident” that will soon be rectified by increased Saudi production, domestic shale oil, Canadian oil sands, Brazilian offshore deposits, or some combination of all of these. Either way, these people think that the price of oil is going to come down, and that when it does Putin and his system will be in very serious trouble. 

XT Collapse Inev

Russian econ bad now- inflation high, poor GDP growth, and increasing poverty.

Weiss 12 (Clara, staff writer at the Social World, “Economic crisis in Russia deepens”, 2/22/12, International Committee of the Fourth International Group, http://www.wsws.org/articles/2012/feb2012/russ-f22.shtml) ALT
The GDP fell by 7.8 percent and the number of unemployed increased from 4 million in the summer of 2008 to 7 million (or 9.3 percent) at the beginning of 2010. Between October and December 2008, production experienced its worst drop in the history of Russia, plummeting by a record 19 percent. The official inflation rate, which reached over 14 percent in 2008, remains high at 6.1 percent. Although GDP grew in 2010 and 2011 by 4 percent and 4.3 percent respectively, it was nowhere near the pre-crisis level of 8.5 percent (2007). The Russian economy thus has recovered more slowly than all other economies of the so-called BRIC countries (Brazil, Russia, India, China). A report on economic development by the Ministry for Education and Sciences of the Russian Federation described these growth rates as “insufficient” to combat poverty and develop the infrastructure. It noted an “obvious deficit of factors for economic growth”.

Russian decline inevitable in 2012- Eurozone, currency depreciation, and rich-poor gap.

Weiss 12 (Clara, staff writer at the Social World, “Economic crisis in Russia deepens”, 2/22/12, International Committee of the Fourth International Group, http://www.wsws.org/articles/2012/feb2012/russ-f22.shtml) ALT
Turmoil on the world financial markets, furthermore, led to a rapid depreciation of the ruble against the US dollar by 13.5 percent in the autumn of 2011. Given the anti-government protests, the upcoming presidential elections and the deepening of the crisis in the euro zone and throughout the world, analysts expect a further intensification of the capital exodus in Russia and an economic decline in 2012. In a poll conducted by the Levada-Center, only a third of the population would describe the economic situation as “good” or “all right”. Russia Today cited the analyst Igor Nikolayev as saying that “the main difference between the current situation and what we had three years ago is that then we had a quick fall followed by a quick rebound; today it’s a slow dip that’s waiting for us, and then a painful and long lasting illness.” The gulf between rich and poor has widened significantly since the beginning of the crisis. The Russian government spent billions of dollars on bailing out troubled banks and oligarchs. In June 2011, the Bank of Moscow, Russia’s fifth largest bank, was given the largest ever cash injection in the country’s history, receiving a record $14 billion.

Signs of a healthy economy are misleading- businesses, people, corporations are all leaving Russia.

The Economist 11 (“Time to shove off: The Soviet Union was undermined by stagnation and a sense of hopelessness. Is the same thing happening again?” , 9/10/11,The Economist, http://www.economist.com/node/21528596) ALT
The economy also shows no sign of immediate distress. After the 2008 financial crisis, which hit Russia harder than most countries, output bounced back and is now growing at between 4% and 5% a year: not as fast as in the mid-2000s, but certainly no worse than in many other emerging markets, including Brazil. The oil price is 1.5 times higher than it was in 2007, the peak of general optimism; inflation is heading down; employment is up and consumption is robust. Evgeny Gavrilenkov, chief economist at Troika, a Russian investment bank, calls it “a good muddling through”. Yet, despite this, people and firms are taking money out of Russia. Last year the net outflow was $34 billion (see chart). Some of the capital flight, Mr Gavrilenkov says, can be attributed to the unexpected windfall from higher energy prices: unable to invest everything at short notice domestically, energy firms are parking it abroad. But a lot of capital is leaving the country in small sums and can only be attributed to individual transfers. 

Even former Russian minister Kudrin sees that EU struggles will collapse Russia.

Kramer 5/24/12 (Andrew, “Putin Ally Warns of Political Fallout if Economy Falters”, 5/24/12, The New York Times, http://www.nytimes.com/2012/05/25/business/global/russias-aleksei-kudrin-warns-of-fallout-from-economic-crisis.html) ALT
The Russian political class, Mr. Kudrin suggested, has been slow to recognize the severity of the economic troubles next door or how they interact with a wobbly domestic political environment. The European Union is Russia’s largest trading partner. “A recession has begun in Europe,” Mr. Kudrin said. “And the events in Greece from the last few days have shown that it’s going to get deeper, that it will touch other countries more deeply and unfortunately can lead to a new world crisis.” A recession in Russia is “possible and even likely,” Mr. Kudrin said, placing the probability of a contraction that would be “a destabilizing factor for political problems” at 50 percent. 

Collapse inevitable as EU crisis spreads.  Bank withdrawal foreshadows.

Kramer and Herszenhorn, 6/23/12 (Andrew, NYT Russia correspondent, “Former Russian Minister Warns of Economic Ebb”, 6/23/12, The New York Times, http://www.nytimes.com/2012/06/24/world/europe/former-russian-finance-minister-warns-of-recession.html) ALT
Mr. Kudrin, who was ousted from the government last year after protesting rising military spending, said he listened to presentations and speeches at the forum, where Russian officials typically woo foreign investors, and heard expressions of “worry” and discussions of “worst-case scenarios.” Still, he said, “the situation is a lot worse than it was presented.” With Europe apparently slithering into recession this summer, Russia is now more likely than not to suffer a crisis of its own this year, he said. While he acknowledged that other economists were less worried about Russia than he is, he said, “I saw even less worry in the Russian government.” Banks and investors are already pulling money out of Russia, he said in a question-and-answer session with journalists at the close of the three-day St. Petersburg International Economic Forum, while indications from Europe worsen by the day.

Russia economic collapse inevitable in the status quo – other international actors are outcompeting Russia in the oil market which dooms the Russian economy

Solomon 12 [Lawrence, writer at the Financial Post Newspaper News Service, Saturday National Edition in Canada, Column, March 3, ‘Vladimir the Great,’ Lexis, JP]

It is also easy to foresee a Russian economic collapse thereafter, following a collapse in oil and gas prices. Until recently, the U.S. was the world's largest importer of natural gas. It is now becoming a major natural gas exporter, thanks to new gas fracking technology that has unearthed vast new supplies. The U.S. remains the world's largest importer of oil. It may soon become an exporter of oil, thanks to oil fracking technology that could make the U.S. the world's largest oil producer. China, now a major importer of oil and gas, has the world's second largest known potential for frackable hydrocarbons, which it is now developing. European countries such as Poland, Ukraine and Great Britain also have vast reserves of frackable hydrocarbons, giving Europe as a whole the prospect of self sufficiency in energy, particularly since European countries on the Mediterranean have only begun to exploit the vast deposits of conventional oil and gas that lie beneath the sea bed. These immense new sources of oil and gas would flood international markets and act to depress the revenues that the Russia economy now relies on, as would major new finds of conventional oil and gas in Africa and South America. Putin's formula for economic success has been the same as that of Peter the Great and Catherine the Great: import Western technology to develop Russia's raw resources for export, mostly under the tight rein of Russian state control. Neither of the 18th-century czars or their successors liberated the Russian economy, leaving it backward and ultimately vulnerable, despite Russia's immense natural wealth. Putin's Russia will be doomed to the same fate, if in his remaining terms he follows in the footsteps of his illustrious predecessors.

A2: Oil K2 Econ

2ac Diversification Now
FALSE - Russia diversifying economy now in it’s shift away from oil dependence – multiple internals

a) Tech BOOM

Melik 12 [James, Reporter, Business Daily, BBC World News, July 4, http://www.bbc.co.uk/news/business-18622834, JP] 

Twenty miles west of Moscow, a new technology race, rather like the space race of the 1960s, is opening up. In the area of farmland, Russia is trying to build its own version of Silicon Valley - the Skolkovo Innovation Centre. It is part of the government initiative to divert the country away from its economic dependence on oil and gas and towards a new kind of industry. It has been a key policy for Dmitry Medvedev, the man who was Russia's president until he was replaced by Vladimir Putin at the beginning of May 2012. The Skolkovo project is widely criticised in Russia and construction work has still not started in earnest more than two years after the proposals was announced. Another aim of this proposed technology drive is to keep clever Russians in the country, along with their money-making ideas, rather than them leaving because they are fed up with corruption and the weight of bureaucracy.The Russian government is promoting technology and internet-based companies, and Mr Creitzman says the development at Skolkovo is a good example of using state money along with private funding. The success of such ventures depends on Russians adapting to new ideas. "The use of the internet and e-commerce sites, buying things online, which is a normal thing to do in the West, is just starting here," Mr Creitzman says.

b) Auto Industry

Kuboniwa 09 [Masaaki, Institute of Research at the Russian Research Center  at Hitotsubashi University, June, ‘Growth and Diversification of the Russian Economy: In Light of Input-Output Tables, http://hermes-ir.lib.hit-u.ac.jp/rs/bitstream/10086/17477/1/RRC_WP_No18.pdf, JP]

As Gaddy (2004, p. 346) points out, Russia’s oil and gas sector will continue, for the predictable future, to be the key to the country’s economic growth. Nevertheless, the recent policy direction for reforming Russia’s industrial structure should also be noted and studied. As is well known, the Russian government adopted a policy to target diversification away from heavy dependence on oil and gas. A hopeful factor for this diversification and modernization of the Russian economy would be further development of the auto-industry, including domestic production (assembly) of light  automobiles (passenger cars) by foreign companies. This paper provides a preliminary observation on the Russian auto-industry using unpublished versions of input-output tables. A variety of desirable applications of input-output tables is possible. Due to the lack of appropriate data, we confine ourselves here to an application of multi-sector data to growth accounting for the further development of our analyses of Russian optimal growth configurations for diversification.
c) Ascension into the WTO

Jolly 11 [David, writer at the New York Times, December 16, ‘W.T.O. Grants Russia Membership,” http://www.nytimes.com/2011/12/17/business/global/wto-accepts-russia-bid-to-join.html?pagewanted=all, JP]

“This result of long and complex negotiation is favorable both for Russia and for all our future partners,” President Dmitri A. Medvedev said in a statement read to the conference by the first deputy prime minister, Igor I. Shuvalov. He called on world leaders to continue working for freer and fairer trade, adding: “Russia is ready to contribute as much as possible into this work.” The W.T.O. sets the rules governing global commerce and provides a forum for resolving disputes. Membership ends the anomaly of having Russia, a leading oil and natural gas exporter as well as a permanent member of the United Nations Security Council, outside the world trade system. Russia, with a population of 140 million, is the last major world economy to join the organization. The W.T.O. says that with Russia’s accession, more than 97 percent of all world trade will take place among member countries. It had been about 95 percent. The accession story led the news on Russian state television, ORT, though with a report that debated whether joining would in fact benefit the domestic economy, particularly the automobile industry that will face more competition for its Ladas and Volgas. Elvira Nabiullina, Russia’s economic development minister, said that she expected Russia’s petrochemical, metals and steel industries to get an immediate boost, as they currently suffer from discriminatory treatment in export markets that costs Russian business more than $2 billion a year. She acknowledged that other sectors would feel pressure. “But it’s necessary,” she said, ‘because we’re carrying out our economic diversification policy.”

XT WTO

Russia econ ensured by joining World Trade Organization.

Kramer 7/10/12 (Andrew, NYT staff writer, “Parliament Approves Russia’s Joining W.T.O.”, 7/10/12, The New York Times, http://www.nytimes.com/2012/07/11/business/global/parliament-approves-russia-joining-wto.html) ALT
The World Bank, though, has estimated the increased exposure to competition for Russian businesses will improve their effectiveness, hence that of the Russian economy over all, resulting in the growth in gross domestic product of as much as 11 percent. As in other developing markets, agriculture will suffer, Elena V. Sakhnova, a senior analyst at VTB Capital bank in Moscow, said in a phone interview. Importers will profit, but consumers will benefit most, she said. Long deprived of the simplest consumer goods, and at times, in the Soviet period, of nutritious food, Russian consumers are on the cusp of a new era of inexpensive imported products. While most consumer goods are available in Russia, prices are often higher than elsewhere in Europe because of higher customs duties. That will change as W.T.O. rules are phased in. Investors could benefit from buying shares in foreign companies active in the Russian market, Kingsmill Bond, the chief strategist at Citigroup for the Russian market, wrote in a research note published Tuesday.

New WTO membership provides long term benefits to stabilize and modernize Russia econ.

Mauldin 11 (William, WSJ staff writer, “Russia to Join WTO”, 11/10/11, Wall Street Journal, http://online.wsj.com/article/SB10001424052970204224604577027810930153038.html) ALT
The benefits for Russia are basically long term. It's going to normalize Russia as an investment destination market," said Andrew Somers, head of the American Chamber of Commerce in Russia. "Over time, Russian companies will be forced to be more efficient and competitive." Increased efficiencies in the economy coming from WTO membership and related agreements will likely boost gross domestic product by an extra 11% in the next 10 years, according to David Tarr, an economic consultant for the World Bank. Cuts to tariffs on imported equipment will reduce spending and boost profitability in telecommunications and other industries. Russian steelmakers and other exporters may gain more favorable treatment in tariff negotiations abroad. The average maximum Russian import tariff is set to fall to 7.8% from 10%, the WTO said Thursday. The real cost of getting goods into Russia may further drop as WTO agreements and scrutiny reduce the administrative barriers in Russia's Federal Customs Service and other state agencies, Mr. Tarr said.

WTO allows opportunity for Russia to diversify its economy

NCO 12 [Russian noncommercial organizations (NCOs) engaged in political activities and financed from abroad 7/10/12 http://english.ruvr.ru/2012_07_10/Russia-WTO-accession-agreement-ratified/]

Thirty days after the document is signed by the President Russia will become a full member of the organization. The WTO membership will allow Russian goods easier make their way abroad, while the inflow of goods made abroad will also be on the rise. Many Russian industries will, however, face a tougher competition, although some measures have already been suggested to help them endure the upcoming changes. The State Duma, the lower house of the Russian parliament, approved a landmark document. The ruling United Russia party, which holds the majority in parliament, said ‘yes’ to the WTO membership. Earlier, the Constitutional Court ruled out that the WTO agreement did not contain anything which could be viewed as a violation of the county`s legislation. An inquiry took place following complaints filed by members of the Communist Party and A Fair Russia Party. These two factions, partnered by the Liberal-Democratic Party, voted against the ratification which they believe will do Russia only harm. Pro-WTO supporters say that only those Russian companies that fail to keep up with the times will lose. The chairman of the United Russia party Andrey Vorobyov comments… "We need new industries, we need modernization. The WTO membership allows us to join a club of economically developed nations. 155 out of 200 countries existing in the world are members of the WTO. We cannot ignore competition, we must face it and prove that our goods and services are worthy of being sought after." It took Russia 18 years to negotiate its WTO membership. Now that Russia has been accepted, the WTO gets the world`s sixth largest economy and a huge market which employs 165 million people (including Belarus and Kazakhstan which together with Russia comprise a customs union). Russia`s WTO membership is a signal for foreign investors, who are also expected to offer a more favorable climate for Russian businesses abroad. Russian Economic Development Minister Andrei Belousov comments… "This ensures stability of trade relations, make this cooperation predictable for both Russian and foreign investors, and gives guarantees that they will abide by common rules at home and abroad." Anti-WTO supporters insist that membership in the organization will cost Russia a too high a price. This will affect the domestic market which will be flooded with goods made abroad, and Russian agricultural sector is unlikely to stand tough competition, says A Fair Russia party leader Sergei Mironov… "Economy is competitive if all its branches, including agriculture, machine building, oil industry, banking and insurance sector, are equally strong. In this case the ratification would make sense. But we expect a decline in most industries and a very high level of unemployment, first of all in machine building. We think that our domestic producers won`t be able to stand competition. That is why we voted against the ratification." The negotiations which lasted for nearly two decades have offered Russia unprecedented terms for joining the WTO, the Economic Development Minister says, adding that it will take the country a few more years to adjust to the WTO system which regulates the international trade… "We have agreed on $9 billion subsidies to agriculture. Apart from this, we impose no restrictions on subsidies to companies dealing with non-material services and to some commodity producers." On joining the WTO Russia will focus on providing support to 17 branches of the national economy, including agriculture, ship building and aircraft building industries, as well as some branches of light industry. Duties on imported cars will be gradually reduced within seven years. Besides, Russia has managed to stand up for its right not to let foreign banks` affiliates in.

XT Diversifying Now

Russia will diversify, multiple warrants

Ritcher 12 [Frank-Jürgen Richter is a German entrepreneur and currently the Chairman of Horasis. He has served in that role since he founded the organization.  4/28/12 http://www.themoscowtimes.com/opinion/article/skolkovo-may-help-russia-to-diversify/457721.html]

How might they diversify? What mechanisms may aid the state? There is its accession to the World Trade Organization and its joining of the Organization for Economic Cooperation and Development. The latter group promotes policies that will improve the economic and social well-being of people. Last week, Russia signed the OECD Anti-Corruption Convention and agreed to allow the organization to monitor its compliance. In addition, the WTO will pose its own regulations so that each trading partner will be assured of fair-handedness. These two important changes to Russia's policies ought to reduce the operation of rent-seeking by many officials that have made progress time-consuming, frustrating and costly. Specifically, the WTO will aid Russia's trade flows by ensuring that transparent customs clearance becomes a quick and efficient process, rather than randomly holding back goods as occurs at present. New science parks such as Skolkovo offer much hope. They are one of the main drivers behind the country's strategy through 2020 — that technology and innovation will drive Russia's productivity growth. If done correctly, incubator science parks can attract new investment and further the country's path toward greater diversification. At the same time, however, Russians have little experience completing the route from pure science or research and development to innovation and bringing that innovation to market. President-elect Vladimir Putin is expected to continue his strong policies concerning the exploitation of oil, gas and other mineral reserves. Yet, being a prudent politician, he will also help a broad spectrum of citizens by ensuring that they are supported across a wide front. To this end, the WTO and OECD programs will bring Russia to greater strengths. 

Russia will diversify, Putin

Kramer 11 [Andrew E. Kramer writes for the NYT 9/25/11 http://www.nytimes.com/2011/09/25/world/europe/medvedevs-economic-reforms-likely-to-continue-under-putin.html]

As Mr. Putin announced his intentions on Saturday to run for a third term, economists were not expecting Russia to swivel sharply back to such policies, in what would be yet another shift between state control and privatization in the country’s recent economic history. Russia has already embarked on reforms under his successor, Dmitri A. Medvedev, to diversify away from oil dependence and foster a high-technology sector, in all likelihood with Mr. Putin’s blessing. This is not because of any discernible change in Mr. Putin’s economic beliefs, but because the profits from oil and other exports can no longer sustain the rising living standards that have underpinned his leadership and the rollback of democratic institutions. Over the next decade, oil output in Russia is projected to be flat, at about 10 million barrels per day. Meanwhile, rising demand for consumer goods will outpace Russia’s ability to pay for them, opening a current account deficit by about 2014. Then Russia, like the United States, will rely on foreign lending to finance a trade deficit. In a speech on Friday, also at the congress of his United Russia Party, Mr. Putin hinted at the changes that make a return to the “Putinomics,” or state capitalism, of his first two terms unlikely. “The task of the government is not only to pour honey into a cup, but sometimes to give bitter medicine,” he said. “This should always be done openly and honestly, and the overwhelming majority of people will understand the government.” Just last week, the ruble fell against the dollar to its lowest point this year, compelling the Central Bank to intervene by selling foreign currency reserves. In last week’s stock market swoon, the Russian MICEX index plunged more sharply than exchanges in Europe and the United States. Longer term, Russia will struggle with federal budget and trade deficits, and with them deepening reliance on foreign investors, including from Western countries, like ExxonMobil, which last month announced a deal to explore for oil in Russia’s sector of the Arctic Ocean. “Russians will continue down the road of privatization and diversification away from oil, not because they like to, but because they will be forced to,” Ivan Tchakarov, chief economist for Renaissance, a Moscow investment bank, said in a telephone interview. Chris Weafer, the chief equity strategist at Troika Dialog Bank, went further in a research note published after Mr. Putin’s announcement, suggesting the former K.G.B. agent was now likely to recast himself as an economic reformer. “I expect Putin will establish a very pro-business and pro-reform cabinet,” Mr. Weafer said. Cliff Kupchan, a senior analyst at the Eurasia Group in Washington, writing before the announcement on Saturday, said of Mr. Putin that “even if he is not as fully committed to change as others,” he might be Russia’s best chance to weather a decline in oil output because he “can get initiatives implemented.”

Will diversify, ERDB

EBRD 12 [European Bank of Reconstruction and Development April 2012 http://www.ebrd.com/downloads/research/factsheets/russia.pdf]

Revived domestic consumer demand and continuing external demand for Russian commodity exports put the Russian economy firmly on the path to recovery in 2011. In support, the EBRD increased the number of projects signed and encouraged structural reforms and economic diversification. The Bank provides long‑term loans, equity investments and working capital across a wide range of sectors in Russia, most notably in 2011 to large industrial companies undertaking major development projects, such as financing for RusVinyl (see case study overleaf). The EBRD promotes the use of the best available industry technology in Russia, highlighted in the Bank’s first equity co‑investment of €35 million with Rusnano, a joint venture sponsored by Nippon Sheet Glass and its local partner, STiS. The new facility will produce energy‑efficient glass for the local market deploying the most advanced glass coating technology. It is estimated that the low‑emission glass will generate annual savings of 1,140 GWh of energy and 310,000 tonnes CO 2 of carbon reductions at the end‑user level. The Bank continued to meet transition challenges related to the unmet long‑term financing needs of Russian small and medium‑sized enterprises (SMEs) and Mittelstand companies by investing over €77 million into a number of private equity funds. It signed two new equity fund investments: Volga River Growth Fund, the first Russia‑focused mezzanine debt fund, and Russia Partners Technology Fund, which will support innovative technology‑enabled businesses. The EBRD continues to support ongoing reforms in the Russian rail sector by providing financing to Russian Railways and loans to private rail operators such as Nurminen Logistics (€23 million) and Brunswick Rail Leasing (€46 million). Strengthening the capital of local banks was at the core of the Bank’s operational strategy for the Russian financial sector in 2011 and it completed six equity investments worth €150 million with SDM bank, Transcapitalbank, Bank of St. Petersburg, Rosevrobank, SKB bank and Promsvyazbank. In the municipal sector, the EBRD continued to support private operators, such as its €36 million Rosvodokanal‑II transaction. It also supported Rosmorport’s environmental improvements programme with a €120 million loan.

A2: Saudi Flood Hurts Russia

Russia econ resilient- Russia’s fiscal reserve fund would outlast any Saudi oil flood

Bush 12 [Jason Bush is a Reuters columnist based in Moscow . He studied Philosophy, Politics and Economics at Oxford University, and has a master’s degree in History from Tufts. http://uk.reuters.com/article/2012/07/02/uk-russia-oil-idUKLNE86102820120702]

Analysts say the impact on Russia of lower oil prices may be milder than during previous falls. "In the short term, in the next one to three years, we are fine," said Tchakarov. He noted that according to Finance Ministry calculations, every one dollar fall in the oil price means that the government loses around 55 billion roubles in oil-related taxes over the course of a year. With the budget presently balancing at around $115 per barrel, an oil price of $90 per barrel, if sustained over a full year, would leave the government short to the tune of around $40 billion a year. But that is still just a fraction of the $185 billion that Russia has stashed away in two fiscal reserve funds, designed to stabilise the budget in just such an emergency. Even at $60 per barrel - the average oil price during the crisis year of 2009 - the reserve funds could cover the shortfall for about two years. "I find this worrying about the budget at this moment a little beside the point," said Clemens Grafe, chief Russia economist at Goldman Sachs. "The fiscal buffers they have to absorb this are going to be sufficient without cutting expenditure." Analysts also point out that since the previous financial crisis in 2008-2009, the central bank has radically changed the exchange rate regime, allowing the rouble to fall in line with the cheaper oil price.

Even with a flood of cheap oil, Russian reserves would be enough to balance the budget 

Kudrin 11 [Alexei Kudrin was Russian Minister of Finance from 2000 to 2011. “Russian economy can survive low oil prices” http://en.rian.ru/business/20110926/167139562.html] 

The Russian economy will be able to function normally for a year, if global oil prices fall to $60 per barrel, Finance Minister Alexei Kudrin said on Monday in an interview with Russia Today international news TV channel. "We expect this fall will certainly cause a decrease in our economic growth down to nearly zero or below zero, but in terms of the budget policy we'll be able to cope with this for up to a year," Kudrin said. Russia's finance minister said on Saturday he expected world oil prices to fall to $60 per barrel in the next one and a half to two years and stay at this level for about six months. After this, "we'll have to adjust policy and reduce expenditure. As a whole, however, we are ready to provide stability for a year or two and fulfill all our commitments," Kudrin said.

Low oil prices good – Russia 

Low oil prices are better- provide for investment and actual economic growth and political reform; end of high prices is key to medium and long term economic benefits.

Prasad 12 (Bhaskar, Senior Correspondent with IBT, PhD in International Business Management, over 13 years of experience in various academic research institutes and multi-national organizations based in Europe and Asia, “Why Russia Could Benefit from Lower Oil Prices”, 3/7/12, International Business Times, http://www.ibtimes.com/articles/310277/20120307/why-russia-benefit-lower-oil-prices.htm) ALT
Numerous benefits of high oil prices for the Russian economy have concealed the bigger picture that over the past decade they have also served as a hindrance to the much-needed political and economic reform, and hence, faster growth, according to a report by Capital Economics. The report states that on the face of it, high oil prices are favorable for the Russian economy since they provide the revenues needed to balance Russia’s stretched budget and keep its current account in surplus. However, it points out that high oil prices create an illusion of good government policies, papering over the cracks in Russia’s growth model and its ailing public finances. Capital Economics states that high oil prices bode poorly for reform. High oil prices have held back any meaningful change in policy and have dashed any hopes of a transition to a new, investment-led growth model. Liza Ermolenko, emerging markets economist of Capital Economics, states that a fall in the oil price may be good news from Russia's perspective of medium-term growth outlook. It could lift the economy’s growth potential in the long term, even though the resulting instability would be detrimental for the ruble and Russia’s stock market in the near term. The report mentions that it is hard to say with any degree of certainty by how much and for how long the oil price would need to fall to trigger reform. As long as oil prices remain high, it is unlikely that a marked shift in the policy would come about during Putin’s third term in office.

Low oil prices key to reform AND higher prices trade off with other key areas like agriculture.

RTT News 12 (Realtime Times, Global Financial Newswire,“Low Oil Prices Key To Russia's Growth: Capital Economics”, 3/7/12, RTT Newswire, http://www.rttnews.com/1835939/low-oil-prices-key-to-russia-s-growth-capital-economics.aspx) ALT
Lower oil prices can boost Russia's growth in a meaningful way in the coming years, as the revenue from oil exports has been allowing the government to abstain from engaging in policy reforms, Capital Economics Emerging Markets Economist Liza Ermolenko said Tuesday. The firm estimates that if oil prices drop to around $85 per barrel by the year-end as expected, it would improve Russia's medium term growth outlook. The consequent fall in export revenues may result in the budget deficit widening to 4.5 percent of GDP and the current account balance slipping to a deficit of 1 percent of GDP this year from last year's 5 percent surplus. Under such circumstances, the government would be forced to take up reforms aimed at wider economic growth, Ermolenko wrote. Russia's growth has been hampered during the past decade as benefits of higher oil prices made governments hesitant to engage in political and economic reforms. Such benefits also created an illusion of good government policies, and concealed shortfalls in Russia's growth model and its ailing public finances. In the 1970s, when benefits of a sharp increase in oil prices prevented the government from taking up reforms performance of all sectors other than the oil industry, most importantly agriculture, steadily deteriorated throughout the decade.

Low oil price leads to reforms, Goldman Sachs agrees and Putin ready.

Yuriev 6/23/12 (Alexander, “Lower oil price 'good for Russia'”, 6/23/12, RT News, http://rt.com/business/news/oil-price-russia-economy-497/) ALT
Russia will benefit from lower oil prices says Jim O’Neill, Chairman for Goldman Sachs Asset Management. This follows news that Russia is to adopt new policies to make its economy less dependent on the price of crude. "I think it will be good for Russia if oil prices go down”, Jim O’Neill told RT at the St. Petersburg International Economic Forum. Russia’s economy has long been heavily dependent on oil exports. Half of the budget revenues come from oil and gas. ”Russia certainly needs to be not so dependent on the drug of rising oil prices. It has to adopt and change to a quarter balance." And Russia seems to be heading in the right direction. President Vladimir Putin told the St. Petersburg Forum it was not enough to rely on an oil price of 115 dollars per barrel to achieve a deficit-free budget. “We need to diversify our economy away from total reliance on oil revenues, and turn to private capital as a source of growth,” he said. “Russia not only needs a deficit-free budget but a budget with a reserve of resilience.” Putin also said that “budget rules will be adopted soon under which "neither state liabilities, nor budgetary expenditure, nor long-term investment programs will depend on oil prices, and excess profits will go to replenish funds.”

Low oil prices prevent Russia collapse from consumer spending.

Lovasz 6/21/12 (Agnes, Bloomberg Staff writer, “Russian Economy Overheating Risk To Abate, Bank Of America Says”, 6/21/12, Bloomberg News, http://www.bloomberg.com/news/2012-06-21/russian-economy-overheating-risk-to-abate-bank-of-america-says.html) ALT
The Russian economy’s risk of “overheating” from consumer spending is about to ease as slowing global growth pushes down oil prices, the key source of revenue for the world’s largest energy exporter, Bank of America Merrill Lynch said. The country’s lowest-ever unemployment rate at 5.4 percent and wage growth of 15.1 percent in May, reported by the statistics office yesterday, prompted the bank to lift its end-2012 inflation forecast to 6.3 percent from 6 percent, Vladimir Osakovskiy, chief economist at Bank of America Merrill Lynch in Moscow, wrote in an e-mailed note today. Russia’s economy expanded 4.9 percent from a year earlier in the first quarter as consumers take advantage of record-low inflation, a boost in government spending and delays to increases in regulated prices. Even so, cooling global growth and falling oil prices are bound to limit the risks, Bank of America said.

No Instability

No impact to instability- opposition has no unity or ability to affect change.

STRATFOR 6/14/12 (global business, economic, security and geopolitical affairs think tank started by George Friedman- super well known political scientist, “Russia: Anti-Putin protests and the opposition’s strategy”, 6/14/12, originally on Stratfor but accessed via Manila Times, http://www.manilatimes.net/index.php/opinion/24856-russia-anti-putin-protests-and-the-oppositions-strategy) ALT

Meanwhile, the protesters have not formed any real political parties, choosing instead to remain a disjointed movement. The opposition has remained nebulous in order to avoid becoming a clear target for Kremlin crackdowns on organized political parties or specific political figures. Moscow can pass tougher laws targeting protesters to try to disrupt the movement, but such laws will not stop the protests. The Kremlin could crack down on protests as a whole, such as the violent actions in 2007, but such actions could spark a backlash and disrupt the Kremlin’s efforts to show that it has become less authoritarian — efforts that are important in attracting foreign investors. In the long run, this strategy by the protesters will not lead to any change, since the demonstrators will need political parties and politicians to get into the government and to challenge United Russia. 

Turn- protests lead to reform and improvement, not instability; voting measures prove.

RFE/RL 12 (Radio Free Europe Radio Liberty, RFE/RL journalists and experts are a unique source of information about many of the world's political hotspots, “Putin Says Protests Made Him Stronger Candidate”, 3/2/12, http://www.rferl.org/content/putin_says_protests_made_him_stronger/24502357.html) ALT
Putin, speaking late March 2 to foreign news editors, said he was confident he would win, and that recent mass protests against his continued rule -- sparked by reports of widespread fraud in December's parliament elections -- have made him a stronger candidate. Putin also reiterated that he intends to nominate outgoing President Dmitry Medvedev to be prime minister after his expected presidential victory. Medvedev, a former prime minister, was elected president in 2008 after Putin stepped down after two presidential terms, in a controversial job switch. In a video statement on March 2, Medvedev called on Russian voters to make what he described as "the right choice." Russia 'Maturing' Politically Medvedev maintained that the protests had demonstrated that Russian society was now sufficiently developed to understand the importance of the presidential election. "This election campaign has taken place in an atmosphere of high civic activity," he said. "It has shown that Russian society has become more mature and it clearly formulates its demands to the authorities. "This means that our citizens understand that our very future depends on the forthcoming election and they are ready to assume their share of responsibility for our country." December's parliamentary election, which was won by Putin's ruling United Russia party, triggered antigovernment demonstrations that, at times, brought out as many as 100,000 participants who protested alleged fraud in the vote and Putin's continuing control of the Russian government. Presidential candidate Zhirinovsky, the leader of Liberal Democratic Party, alleged in a debate March 2 that Putin supporters would "commit shameless falsification and vote-rigging" in the election. In response to claims of fraud, authorities have backed the installation of cameras in most polling places to monitor the vote. 

Turn – Dutch Disease

2ac Dutch Disease

Russia suffers from Dutch Disease-the only cure is modernization

Moiseev 12-head of macroeconomic analysis at VTB Capital, London (Alexey, “Modernisation is Russia’s cure for ‘Dutch Disease’” July 6, 2012, http://www.telegraph.co.uk/sponsored/russianow/business/9382538/russia-dutch-disease.html)//CN

Russia has experienced the full effects of the de-industrialisation syndrome known as “Dutch disease”. Any country trying to diversify will always face major challenges if it tries to do so when commodity prices are high. In such an environment, return on capital in the commodity sectors will typically be much higher than elsewhere in the economy, causing capital to drift away from manufacturing sectors towards commodity production and trading. This de-industrialisation is known as “Dutch disease” and was named after a similar trend noted in the Netherlands after natural gas was discovered in the North Sea. Russia has experienced the full effects of this well-known syndrome. The government made every effort to prevent, or at the very least to slow, the decline in other sectors of the economy brought about by the loss of capital. The main technique used was the imposition of extremely high mineral resource extraction taxes and export tariffs on the oil sector. This worked for a short period, but became far less successful when the government started increasing social spending significantly in the run-up to the 2007-08 election. Higher spending resulted in higher inflation, which put vastly increased wage pressures on the non-resource orientated private sector, dramatically eroding its competitiveness. The government attempted to protect this part of the private sector by the use of customs tariffs but now that Russia is finally joining the WTO and accepting the free-trade principles incumbent upon it, it has to scale back this type of protection. The conclusion that we can draw from this is that it is almost impossible to achieve effective and successful economic diversification away from oil or other commodities when their prices are high and when an economy is fully integrated into the global trade system. That is, it’s almost impossible to achieve this through purely administrative or similar measures. What can be done, and  has to be done, is to achieve non-price competitiveness through processes of modernisation. For these particular processes, high commodity prices can in fact be a very positive force as they produce the ample cash flows that are essential to finance such efforts. However, if the conditions are not right then the money earned by selling commodities at a time of high and rising prices will not be returned to Russia, and therefore cannot be used to contribute to the government’s modernisation and diversification agenda. This brings us back, once again, to the same crossroads and subsequent dilemma: the investment climate has to be improved and structural bottlenecks need to be resolved, in order for investments to come into Russia and for the diversification and modernisation agenda to be achieved. The government clearly understands this dilemma, as its recent economic reform agenda demonstrates. However, assuming it succeeds in improving the investment climate and luring Russian capital back home, money will still not provide the full solution to the problem. Having the technology and managerial expertise is crucially important for modernisation, and this is where foreign investors will continue to play a vital role. 
XT Dutch Disease

Economic studies prove Dutch Disease

Algieri 11- Assistant Professor of Economics in the University of Calabria  (Bernardina “The Dutch Disease: evidences from Russia”
8 March 2011 Economic Change and Restructuring, 2011, Volume 44, Number 3, Pages 243-277)//CN

6 ConclusionsThis paper has examined Russia’s vulnerability to the Dutch Disease, and has provided empirical evidence for its typical symptoms, specifically: a real exchange rate appreciation; a GDP growth fuelled by oil price increases; a reduction in the ratio of manufacturing to service output (relative de-industrialisation), a crowdingout effect of manufacturing exports and a sharp rise in real wages. The first three symptoms have been estimated simultaneously in a VECM framework. The analysis has shown the existence of three cointegrating vectors, hence confirming the presence of these first three warning signs. Specifically, the first cointegrating vector shows that oil prices (which mirror the Dutch Disease), productivity changes (which reflect the Balassa-Samuelson effect), government deficit and international reserves are highly significant determinants of real effective exchange rate movements. In particular, a 10% rise in the international oil price brings about a real effective exchange rate appreciation of about 4%; an upturn in Russian productivity leads to a real appreciation of about 10%; an increase in budget deficit produces a real appreciation of about 2% and an expansion in foreign reserves causes a real depreciation of about 5%. All variables show the expected signs. The second cointegrating vector suggests that, an increase in international oil prices of 10% implies a GDP growth of about 2%, when the real appreciation effect is included. Oil therefore contributes to creating a growth momentum that might vanish in the future. The third cointegrating vector indicates that the ratio between the Russian manufacturing production and service production is influenced by productivity and oil. Specifically, there is a drop of 3.1% in the output ratio of the non-booming sector when oil prices increase by 10%. This testifies that oil contributes to relative de-industrialisation–as predicted by the Dutch Disease hypothesis– although to a lesser extent with respect to the tertiarisation process. The evaluation of symptom 3 has been also examined from a statistical perspective. The analysis of symptom 4, carried out through an index analysis, suggests that some manufactures have despecialised throughout the 90s, while other sectors (mostly linked to the resource areas) have strengthened their competitive position. The examination of symptom 5 highlights that Russia has recorded relevant real wage growth. Subject to the cautions concerning the reliability of Russian figures, the recurrent adjustments that occurred throughout the transition phase and some hidden factors behind the last two symptoms, this empirical analysis suggests that Russia is showing the signs of Dutch Disease. Even though the economy has picked up, easy money from oil and other natural resources is keeping the exchange rate and wages high. This process is beginning to delineate a pattern of relative de-industrialisation and to strangle some sectors of the economy, for instance: the automobile and service vehicle sectors; the aircraft and spacecraft sectors; and the photo apparatus and optical goods sectors. The Dutch Disease could become a serious problem for Russia if oil wells go dry, international oil prices fall abruptly for a prolonged time or other alternative energy sources are discovered. From a political point of view, it is known from the literature that natural resource rents create a stagnant response to reforms, thereby increasing the risk of policy corruption.10 Therefore it is crucial that policy makers design appropriate macroeconomic policies to successfully deal with such issues. More specifically, there are two routes to forestalling the full disease: slow the appreciation of the real exchange rate and diversify the economy. Particularly, the econometric results of this study suggest that restrictive fiscal policy or specific monetary manoeuvres (e.g. the Central Bank could buy foreign exchange) would slow the real appreciation. In this way, tradable sectors that are hampered by higher prices could become more competitive. To hold back the real exchange rate, Russia created a Stabilization Fund. For a fruitful sterilisation it is important that the revenues channelled in the Fund would be used to diversify the economy and stimulate productivity improvements in those non-booming sectors that show some sign of vivacity (in particular in the knowledge-based and high tech sectors11). Generally speaking, this would help to broaden the production structure and the tax collection base of the Russian economy, and make it less vulnerable to exogenous shocks, such as significant and non-temporary declines in international oil prices.

Russian Dutch disease crowds investment and spending 

Pritchard 8-, International Business Editor (Ambrose Evans, “Russian economy succumbs to the oil curse,”

04-2-2008, http://www.telegraph.co.uk/finance/newsbysector/banksandfinance/2783813/Russian-economy-succumbs-to-the-oil-curse.html)//CN 

Moscow is the most expensive city in the world, like Tokyo before the Nikkei bubble burst. A taxi from Domodedovo airport to the Kremlin costs $170 (£86). Property in Ostozhenka trumps Chelsea. Space fetches $30,000 a square metre.Nice Tsarist flats fetch $3m to $4m. Even Bolshevik boxes are booming. Moscow boasts 150,000 home millionaires in dollars, says Sergei Polonsky, the Mirax Group tycoon. In a good year, prices double. This is the curse of commodity wealth, the "Dutch Disease" that eats at the competitive foundations of an economy and incubates a parasite culture. No doubt Russia's scientists, engineers, and cyber talent, will enrich the country, but first it must overcome the toxic effects of oil at $90 a barrel. "We can no longer afford to buy Russian equipment," said Yevgeny Ivanov, head of Polyus Gold. "The prices here are one and a half times higher than abroad so we're having to break our rigid rule and turn to foreign-made machinery. It is bad news for Russian firms. The commodity super-cycle is catching up with us through higher prices. It is a disheartening picture," he said. "There's no infrastructure, no power, no roads. Electricity costs twice what they pay in Alaska and Canada. We face a Soviet bureaucracy passing decrees that make you weep," he said.The government has declared an infrastructure emergency. Russia has hit the limits of durable growth on today's rickety foundations. China has built 25,000 miles of highways since 1988, Russia a few hundred. 

Reliance on high oil kills the economy – it causes deindustrialization and decreases competitiveness 

Friedman 6-Columnist for the New York Times (Thomas L, “The First Law of Petropolitics”, May/June 2006,  http://www.ituassu.com.br/oil_fp2.pdf)//CN

To be sure, professional economists have, for a long time, pointed out in general the negative economic and political impacts that an abundance of natural resources can have on a country. This phenomenon has been variously diagnosed as “Dutch Disease” or the “resource curse.” Dutch Disease refers to the process of deindustrialization that can result from a sudden natural resource windfall. The term was coined in the Netherlands in the 1960s, after it discovered huge deposits of natural gas. What happens in countries with Dutch Disease is that the value of their currency rises, thanks to the sudden influx of cash from oil, gold, gas, diamonds, or some other natural resource discovery. That then makes the country’s manufactured exports uncompetitive and its imports very cheap. The citizens, flush with cash, start importing like crazy, the domestic industrial sector gets wiped out and, presto, you have deindustrialization. The “resource curse” can refer to the same economic phenomenon, as well as, more broadly speaking, the way a dependence on natural resources always skews a country’s politics and investment and educational priorities, so that everything revolves around who controls the oil tap and who gets how much from it—not how to compete, innovate, and produce real products for real markets. 

Russia is suffering from Dutch Disease

Mark Adomanis 7/12 6/22/2012 @ 8:52AM http://www.forbes.com/sites/markadomanis/2012/06/22/is-russia-suffering-from-dutch-disease/
In the course of a generally excellent FT article, one that I would encourage everyone to read as it provides a very solid overview of where Russia’s economy sits in mid 2012, Neil Buckley goes off on a bit of a tangent. I want to highlight this not because I’m trying to beat up on Buckley, he does very good work, because he seems to confuse two very different problems potentially facing the Russian economy:¶ Economists have also warned that, with budgetary spending becoming a bigger contributor to growth, and that, in its turn, increasingly funded by oil and gas revenues, Russia is drawing too heavily on its energy wealth.¶ That drives up prices and costs, crowds out private sector investment and makes manufacturing uncompetitive, all classic symptoms of the so-called Dutch Disease.¶ This hinders what should be its main policy aim: diversifying the economy away from reliance on extractive industries.¶ I’m not an expert in natural resource economics, but my understanding of Dutch Disease is basically the same as the one offered here by The Economist:¶ the malady involves commodity exports driving up the value of the currency, making other parts of the economy less competitive, leading to a current-account deficit and even greater dependence on commodities. ¶ Dutch Disease is basically about natural resources affecting a country’s position in the international economy: its currency becomes too strong which discourages domestic production and encourages imports. This is extremely dangerous for many reasons, but perhaps the most severe is that if the flow of natural resources ever comes to a sudden stop the value of the currency will crash. Normally a country would respond to a weakening of its currency by increasing exports, but in an economy ravaged by Dutch Disease there is little immediate ability to increase exports because the manufacturing sector has become so weak and withered and the country so dependent on imports. Balance will eventually be achieved, a cheaper currency will eventually spur a growth in manufacturing and exports and a decrease in imports, but this nightmare scenario explains why so many countries with significant oil production have “sequestered” most of their earnings either by paying down foreign debts or by creating various types of sovereign wealth funds. Russia, of course, essentially followed the textbook economic playbook from 1999-2005 by using almost all of the increase in oil earnings to pay down its sovereign debt ahead of schedule and to create the “reserve fund” and the “national welfare fund.”¶ Crowding Out, on the other hand, is about domestic government spending leading to an increase in interest rates and a decrease in private investment. There are various iterations of this argument, and while it almost always focuses on deficit-financed there are some people who make much more radical arguments about the distortions caused by any government spending whatsoever. Unlike Dutch Disease, Crowding Out is basically a domestic phenomenon: it can occur in a country regardless of its international context. If a government has gone on a debt-financed investment binge, it’s probably going to experience crowding out whether its currency is cheap or expensive relative to those of other countries.¶ Since the sine qua non of Dutch disease is an overvalued currency, we can see if this is actually the case with the Russian ruble. Here is how the ruble has fared compared to the dollar and the Euro since April 2004 (when the Google finance charts begin):¶ The ruble strengthened against the dollar considerably from 2005-2008, but since then it has actually lost a significant bit of ground. And the ruble never strengthened noticeably against the Euro, it’s been consistently weaker for almost all of the past 8 years. Indeed what’s remarkable is that, until the recent turmoil in global markets took a hefty toll on the ruble and sent it tumbling, the ruble was within earshot of where it was all the way back in 2004. Indeed rather than a dramatically overvalued ruble, which is what would happen if Russia were suffering from Dutch Disease, the most dramatic threat facing Russia in 2012 is that, as global growth retreats and prices for natural resources decline, the value of the ruble will stumble even further and require costly Central Bank interventions to prevent a panicky devaluation.¶ Crowding out is a serious concern, particularly because the Russian state continues to play far too large a role in the country’s economy and also because Putin’s proposals from his election campaign would suggest a huge increase in state spending, but even there the story is a complicated one. Russian inflation is at or near its post-Soviet low, and interest rates are also near post-Soviet lows.¶ Part of the reason that Russia is not experiencing Dutch Disease (which is something you would normally expect in a country that has earned such an enormous pile of money from selling oil and natural gas) is that the world economy has been in turmoil for most of the past 4 years: there has been a “flight” to quality in “safe” assets and currencies which has surely worked to weaken the ruble and depress its value. The “new normal” is actually a pretty bizarre state of affairs, and is characterized by any number of things, such as negative real interest rates on German Bunds and US treasuries, that ten years ago would have seemed impossible.¶ Russia’s economy faces an awful lot of risks, and its over-dependence on natural resources is extremely dangerous, particularly at a time that global growth is slamming to a halt. Buckley is right that Russia needs to diversify, and that its government will find this process to be an extremely difficult and complicated one. But, at the present time, one of the very few economic risks that Russia doesn’t face is Dutch Disease: its currency isn’t overvalued and, if anything, is actually trending lower against the main reserve currencies.

A2 High Prices Cause Diversification

High oil prices prevent diversification

Moiseev 12 [Alexey Moiseev is a Modern Russia contributor and is the head of research for VTB Capital. July 2012 http://www.telegraph.co.uk/sponsored/russianow/business/9382538/russia-dutch-disease.html]

Russia has experienced the full effects of this well-known syndrome. The government made every effort to prevent, or at the very least to slow, the decline in other sectors of the economy brought about by the loss of capital. The main technique used was the imposition of extremely high mineral resource extraction taxes and export tariffs on the oil sector. This worked for a short period, but became far less successful when the government started increasing social spending significantly in the run-up to the 2007-08 election. Higher spending resulted in higher inflation, which put vastly increased wage pressures on the non-resource orientated private sector, dramatically eroding its competitiveness. The government attempted to protect this part of the private sector by the use of customs tariffs but now that Russia is finally joining the WTO and accepting the free-trade principles incumbent upon it, it has to scale back this type of protection. The conclusion that we can draw from this is that it is almost impossible to achieve effective and successful economic diversification away from oil or other commodities when their prices are high and when an economy is fully integrated into the global trade system. That is, it’s almost impossible to achieve this through purely administrative or similar measures

No diversification, continued Soviet era policies

Bloomberg 12 [Bloomberg s a weekly business magazine published by Bloomberg L.P 6/14/12 http://www.businessweek.com/articles/2012-06-14/bloomberg-view-is-vladimir-putin-going-back-to-the-u-dot-s-dot-s-dot-r-dot]

In his second incarnation as Russia’s president, Vladimir Putin looks set to repeat some of the mistakes that brought down the Soviet Union, including a nuclear arms race he can’t afford. He should change course for his own sake, if not Russia’s. During his first two terms as president, Putin repeated a critical error from the 1970s, failing to use the wealth produced by high oil prices to institute structural reforms. Despite frequent government pledges to diversify Russia’s economy away from hydrocarbons, too little was done. About half of this year’s government budget is dependent on revenue from the oil and gas industries. Russia’s continued vulnerability became clear in 2009, when a slump in oil prices after the Lehman Brothers Holdings crisis triggered one of the sharpest contractions experienced by any major economy. Only Finance Minister Alexei Kudrin’s prudent siphoning of energy industry revenue into a strategic reserve fund softened the blow. That fund has shrunk to $60 billion from $140 billion in 2008. Kudrin was fired last fall after he objected publicly to the government’s plans to triple the military budget as a share of GDP by 2014, saying it would entrench Russia’s oil dependence and make the economy vulnerable to a downturn. Putin described such fears as “profoundly delusional.” Much of that money is to go for a new generation of ballistic missiles, in direct response to the North Atlantic Treaty Organization’s planned missile defense system. This is a Cold War reflex to a system that, even if directed at Russia, could only nibble at the edges of its still vast nuclear arsenal. Putin should use those resources instead to nurture the business and educational infrastructure needed to create the diverse, high-value-added economy that Russia’s protesting middle classes want to see. Putin appears to believe that such a huge increase in defense spending will kill two birds with one stone: It will shore up Russia’s great power status, and as he wrote in Foreign Policy, “feed the engines of modernization in our economy, creating real growth.” If anyone is delusional, it’s not Kudrin.

No modernization, multiple warrants

Tsyvinski  10 [Aleh Tsyvinski is a Professor of Economics at Yale University. He is also a Co-Director of the Macroeconomic research programme at the Cowles FoundationAugust 2010 http://www.oilandgaseurasia.com/articles/p/123/article/1273/]

Fast and sustainable economic growth requires the rule of law, accountable, meritocratic, and non-corrupt bureaucrats, protection of property rights, contract enforcement, and competitive markets. Such institutions are difficult to build in every society. In Russia, the task is especially problematic, because the ruling elite’s interests run counter to undertaking it. In post-crisis Russia, the resource curse is reinforced by two factors. First, massive renationalization since 2004 has left state-owned companies once again controlling the commanding heights of the economy. These firms have no interest in developing modern institutions that protect private property and promote the rule of law. Second, Russia’s high degree of economic inequality sustains the majority’s preference for redistribution rather than private entrepreneurship. Russia’s leaders acknowledge the need for modernization, and pay it frequent lip-service, as is evidenced by President Dmitri Medvedev’s manifesto "Go, Russia!” But the incentives to escape the resource trap are weakened by the overwhelming importance of the resource rents to the wider political elite. When the economy was near collapse during the recent crisis, we thought that the government would recognize the need to push ahead with radical reforms that would eventually lead to a diverse, de-centralized, and fast-growing economy. But, while stimulus policies were mostly effective in dealing with the immediate crisis, they did not address the long-term issues that impede growth. Still, the government continues to tout plans to boost the economy. Vertical industrial policy, horizontal industrial policy, investment in education ― all have been tried in the last 10 years. Yet Russia’s public institutions remain as weak as ever (for example, corruption is as prevalent as it was 10 years ago, if not more so), and the economy is no less dependent on commodity prices. Today’s economic silver bullet is an "innovation city” in Skolkovo, which the government hopes will spur inflows of modern technology. But there are no magic recipes for modernization. Moreover, there is no need to reinvent the wheel. A comprehensive and consistent reform plan was already included in then-President Vladimir Putin’s own economic agenda at the beginning of his first term in 2000. The so-called Gref Program (named after former Minister of the Economy German Gref) foresaw many of the reforms that are vitally needed ― privatization, deregulation, accession to the World Trade Organization, and reform of the government, natural monopolies, and social security. Many of these reforms are outlined in the current government’s own "Long-Term Strategy for 2020.” The problem is that ― as with the Gref program in 2000 ― the Strategy is unlikely to be fully implemented, owing to the same old weak incentives. Even the recently announced privatization of non-controlling stakes in the largest state-owned firms ― while timely and laudable ― will not create an irreversible commitment to reform. So far, the government does not want to let control over these firms get into private hands. Hence, the sales that Prime Minister Putin announced will not increase the demand for pro-market institutions. By contrast, the "70-80” scenario seems increasingly likely. In June, during the St. Petersburg Economic Forum, participants in two sessions ― Russian government and business leaders, as well as influential foreign players ― were asked about the future of Russia’s economy. The results were drearily similar. In one session, 61 percent of participants foresaw stagnation in the next 2-5 years (33 percent predicted growth and 5 percent expected a crisis). In the other session, 55 percent of participants foresaw stagnation in the next 10 years (with 41 percent projecting growth and 4 percent expecting collapse). The factors that drove the Putin era of rapid economic growth ― high and rising oil prices, cheap labor, and unused production capacity ― are all exhausted. Russia will thus be forced to start spending the reserves that saved the economy in the recent crisis. 

No immediate impact, at least a year and government would reform

RIA 11 [RIA Novosti is of the largest Russian news agencies. It is state-owned[1] with its HQ in Moscow and about 80 bureaus abroad.9/26/11http://en.rian.ru/business/20110926/167139562.html]

The Russian economy will be able to function normally for a year, if global oil prices fall to $60 per barrel, Finance Minister Alexei Kudrin said on Monday in an interview with Russia Today international news TV channel. "We expect this fall will certainly cause a decrease in our economic growth down to nearly zero or below zero, but in terms of the budget policy we'll be able to cope with this for up to a year," Kudrin said. Russia's finance minister said on Saturday he expected world oil prices to fall to $60 per barrel in the next one and a half to two years and stay at this level for about six months. After this, "we'll have to adjust policy and reduce expenditure. As a whole, however, we are ready to provide stability for a year or two and fulfil all our commitments," Kudrin said. Russia's federal budget for the next three years is based on a forecast of Urals average yearly oil price at $100 per barrel in 2012, $97 per barrel in 2013 and $101 per barrel in 2014. Russian Deputy Finance Minister Tatiana Nesterenko said last week that a fall in global oil prices to $60 per barrel could force the Russian government to cut the 2012 budget spending but added that this scenario was unlikely. The average price of Urals blend, Russia's key export commodity, stood at $109.2 per barrel in January-August 2011

Low oil prices force diversification

RTT 12 [RTTNews is an Internet-based business wire service and news aggregator 3/7/12 http://www.rttnews.com/1835939/low-oil-prices-key-to-russia-s-growth-capital-economics.aspx]

(RTTNews) - Lower oil prices can boost Russia's growth in a meaningful way in the coming years, as the revenue from oil exports has been allowing the government to abstain from engaging in policy reforms, Capital Economics Emerging Markets Economist Liza Ermolenko said Tuesday. The firm estimates that if oil prices drop to around $85 per barrel by the year-end as expected, it would improve Russia's medium term growth outlook. The consequent fall in export revenues may result in the budget deficit widening to 4.5 percent of GDP and the current account balance slipping to a deficit of 1 percent of GDP this year from last year's 5 percent surplus. Under such circumstances, the government would be forced to take up reforms aimed at wider economic growth, Ermolenko wrote. Russia's growth has been hampered during the past decade as benefits of higher oil prices made governments hesitant to engage in political and economic reforms. Such benefits also created an illusion of good government policies, and concealed shortfalls in Russia's growth model and its ailing public finances. In the 1970s, when benefits of a sharp increase in oil prices prevented the government from taking up reforms performance of all sectors other than the oil industry, most importantly agriculture, steadily deteriorated throughout the decade. Ermolenko observed that all major economic reforms in the past took place when oil price was hovering around $30 per barrel, but the government's appetite for reform usually receded when the price rose again. High oil prices have held back any meaningful change in policy and dashed the hopes for a shift to a new investment-led growth model, the economist added.

Venezuela – AFF

Venezuela Instability Inevitable

Venezuela collapse inevitable- no foreign investment and poor industry management.

Painter 08 (James, BBC’s Latin America Analyst, “Is Venezuela's oil boom set to bust?”, 10/28/08, BBC News, http://news.bbc.co.uk/2/hi/americas/7694757.stm) ALT
Ticking time bomb Critics say President Chavez's aggressive nationalisation policy has put off foreign investors, with the result that most investment now comes from the state, and not private companies. According to figures from the UN Conference on Trade and Development, total foreign investment in Latin America last year was worth about US$126bn. Of this, only US$600m was invested in Venezuela, compared to more than US$8bn in neighbouring Colombia, and US$15bn in Chile. Another structural problem is that despite the high oil prices, Venezuela's oil output has actually been falling, from more than 3m barrels per day in 1997 to about 2.4m bpd now. The problem, according to analysts Oxford Analytica, has been the absence of capital investment and of skilled management personnel in the state oil company, PDVSA.

Even if high oil prices help Venezuela, this growth is unsustainable and leads to collapse.

Gupta 11 (Girish, British freelance journalist based in Caracas, Venezuela, from where he surveys Latin America’s economic climate as well as its more gritty underbelly. Writer at Times, Reuters, WSJ, “High Oil Prices Boost Venezuela's Economy, but Growth Isn't Sustainable” ”, 5/20/11, Minyanville, http://www.minyanville.com/businessmarkets/articles/venezuela-ecoomy-hugo-chavez-imf-oil/5/20/2011/id/34668#ixzz20oNT96Rm) ALT
Alejandro Grisanti of Barclays Capital believes that it is oil prices that Venezuela has to thank for the news. “The result suggests the continuity of an unsustainable growth model that depends on increasing oil prices to propel domestic demand,” he says. “In the short run, we expect the government to continue to stimulate the economy by increasing expenditures, which could put the public sector in a more vulnerable position over the long term and may require significant reform after the 2012 presidential election.” However, the Financial Times was quick to point out that the strongest growth (8% plus) experienced by Venezuela came in 2006 and 2007, when oil prices were around $60 a barrel. “It seems that oil prices now need to be much higher to support similar levels of growth, thanks to the government’s unorthodox economic policies,” says Benedict Mander. “[These] have failed to stop continued high inflation and left the private sector’s productive apparatus much diminished after ongoing expropriations and nationalisations.” President Hugo Chávez, as per usual, ignored the more nuanced analyses, keen to celebrate, tweeting: ““Well, steady growth once again started within our economy! Let’s push on everyone! Workers in the vanguard! We shall overcome!” Financial minister Jorge Giordani added: “Venezuela is turning the page and is in recovery,” Giordani said. “Growth will contribute to President Chavez’s leadership in the 2012 elections.” News was not all good in Venezuela, however. Inflation was up 1.4% in April from March, which is 22.9% up from April 2010. “Nothing exemplifies the mismanagement of Venezuela more than the electricity crisis,” says Miguel Octavio writing on his infamous Devil’s Excrement blog. The crisis has been apparent for years and even hit the capital city Caracas recently. Rather than simply blame the lack of investment, Octavio puts pressure on the lack of planning and “capable people”.

Alt cause to instability- internal divides.

Norden 10 (Deborah, Professor and Chair, Department of Political Science  at Whittier College, “Sowing Conflict in Venezuela: Political Violence and Economic Policy”, 7/25/10, http://pbrc.soka.edu/files/documents/working-papers/norden.pdf) ALT
Among the conditions that may make political instability and political violence likely is the existence of substantial divisions between groups within the society. 10 Robert Dahl thus argues that democracy is ―less likely in a country with sharply differentiated and conflicting subcultures,‖ since ―cultural conflicts can erupt into the political arena‖ (Dahl 1998: 150). Other authors, such as Seymour Martin Lipset (1981), have looked at social divisions in terms of ―overlapping‖ and ―cross-cutting‖ cleavages, observing that differences are more likely to lead to conflict when sectors of the society are divided from each other along multiple lines. Cleavages may be ethnic, religious, linguistic, cultural, regional, or class-based; they may also involve political ideology or preferences. 11 Differences, however, are not the same as cleavages, and may or may not have any political impact. In particular, concepts like ethnicity and socio-economic class are social constructs, created by social recognition, rather than ―true‖ characteristics of those involved. In that respect, they only exist to the extent that the people perceive them as distinguishing ―us‖ from ―them.‖ Beyond this, recognized cleavages may or may not be salient. For example, indigenous identities and the distinction between indigenous and mestizo peoples have become much more salient in Latin America since the end of the 20 th century, in part because of international organizations and movements promoting indigenous rights, and in part because of policies that have heightened perceptions of group disadvantages (such as NAFTA in Mexico, or coca eradication policies in Bolivia). In the Venezuelan case, as discussed, overlapping class and ethnic cleavages became increasingly salient immediately prior to and during the Chávez 13 government, due both to economic conditions and government policies.

High prices can’t solve Venezuelan oil anyway- poor economic policies.

Norden 10 (Deborah, Professor and Chair, Department of Political Science  at Whittier College, “Sowing Conflict in Venezuela: Political Violence and Economic Policy”, 7/25/10, http://pbrc.soka.edu/files/documents/working-papers/norden.pdf) ALT
Yet, increasing oil prices during the 1990s and early 2000s (with the exception of 2002-2003, during the PDVSA strike) did not suffice to prevent social conflict and political violence from plaguing the Chávez government. This 15 indicates the importance of policies, versus mere resources. As various authors have observed, one reason for Venezuela’s struggles has been its failure to maximize the benefits from petroleum. Venezuela’s substantial oil reserves thus have not been sufficient to ensure either economic prosperity or social stability. Many of Venezuela’s difficulties in fact may be endemic to oil-exporting states. As Terry Karl explains, having a very valuable resource creates the temptation to spend heavily, using limited reserves to earn credit. ―Governments believed that the removal of foreign-exchange constraints finally permitted them to take a `great leap forward’ into the select category of NICs [newly industrialized countries] and that their relatively limited petroleum reserves meant that they must move quickly‖ (Karl 1997: 25). This oil dependency then had a number of consequences. Oil revenues encourage the creation of a large state, accustomed to significant spending, which inevitably generates an unmanageable debt. At the same time, even with the best intentions of economic diversification, states that enjoy substantial petroleum reserves are likely to continue to rely on a single, exhaustible primary resource with considerable price volatility (Karl 1997: 47-8). As Figure 1 indicates, per capita GDP has increasingly mostly followed oil prices, especially since the mid-1980s, demonstrating the strong and growing effect of oil prices on the Venezuelan economy.

Econ collapse inevitable- inflation.

Oxford Economics 12 (“Venezuela: Country Economic Forecast: 09 Feb 2012”, 2/9/12, Market Research Delivery, http://www.marketresearch.com/Oxford-Economics-v3791/Venezuela-Country-Economic-Forecast-Feb-6801223/) ALT
As expected, GDP grew by close to 4% in 2011, with year-on-year growth of 4.3% in Q4. And the economy is expected to expand quite strongly this year, supported by new housing projects, social spending plans and a moderate rise in oil output. The economy is benefiting from high oil prices, with the average price of Venezuelan crude reaching US$101 per barrel in 2011. But inflation remains a key concern. For 2012, we still forecast GDP growth of just above 4%, underpinned by robust state spending ahead of October's presidential election. We assume growth of 4.2% in the non-oil economy and 3.2% in the oil sector. Our forecast is in line with the consensus but below the official projection of 5%. The united opposition movement chooses its presidential candidate on 12 February, with Henrique Capriles, Miranda state governor, expected to win comfortably. The opposition needs a good turnout to galvanize its campaign and counter claims that it is a minority whose candidates represent a wealthy elite. The monthly rise in the CPI slowed again to 1.5% in January from 1.8% in December, with annual inflation easing to 26% from 27.6%. But we expect inflation to still be around 25% at end 2012, kept high by abundant liquidity. We are pencilling in a devaluation of the main exchange rate of about 15% in 2012Q4, once the election is out of the way.

Economic collapse inevitable- socialism sucks, no central bank.

Rahn 07 (Richard, director general of the Center for Global Economic Growth, a project of the FreedomWorks Foundation., “Collapsing Venezuela”, 1/21/12, The Washington Times, http://www.washingtontimes.com/news/2007/jan/21/20070121-102603-4793r/?page=1) ALT
The Venezuelan economy will collapse, despite massive oil revenues because we know socialist economies perform poorly. While the rest of the world has been moving away from socialism for the last quarter-century for good reason, Venezuela is becoming socialist. We know governmental use of central banks to basically print money to cover expenditures results in rising inflation and eventually monetary meltdown. Venezuela no longer has an independent central bank, and inflation is already up to 17 percent and rapidly rising. We know countries thrive with economic freedom but decline without it, and Venezuela is now down to 126 out of 130 nations in the 2006 Economic Freedom of the World the most rapid decline ever (in 1995 it was No. 75). And, finally, we know that when a state becomes totally corrupt an economic collapse always follows. Mr. Chavez and his cronies had already been spending far more than they were taking in before the recent drop in oil prices. Without a big jump back up to $70 a barrel or more for oil, the Venezuelans will be increasingly squeezed, and you can bet the blood from the innocent Venezuelan people will be drained long before those on the take from Mr. Chavez agree to have their looting stopped.

Venezuela Resilient

Venezuela is stable- their budget is calculated for $50 oil

Orinco Post 11 [Correo del Orinco is a progressive newspaper in Venezuela “Venezuela’s 2012 Budget: More Social Spending, Strong Debt Management, Steady Economic Growth” http://venezuelanalysis.com/news/6708]

The budget is calculated for an average price of $50 per barrel of oil – the country’s principal export and a major source of state income – and an average of 3.1 million barrels of daily oil production. The current price of Venezuelan oil hovers around $104 per barrel. Minister for Planning and Finance Jorge Giordani said the low estimated oil price is meant as a cushion against volatile global commodity prices. He referred specifically to the drop in the price of oil from $140 per barrel to less than $40 per barrel amidst the world financial crisis in 2008. The minister also emphasized that income from the non-petroleum sector accounts for 55.4% of the 2012 budget, marking a step away from oil dependence. 

Venezuelan economy can survive low oil prices- empirics prove.

New York Times 08 (“VENEZUELA: Short-term economic collapse improbable”, 10/12/08, http://www.nytimes.com/2008/11/12/business/worldbusiness/12iht-12oxan-VENBUD.17755571.html) ALT
Outlook. Despite various warnings to the contrary, the evidence does not seem to indicate that Venezuela's economy is under immediate threat from declining oil prices. Moreover, the government seems likely to be able to continue its high levels of social spending in 2009. In the medium term, while it is still to early to assess properly how the global financial crisis will affect countries such as Venezuela, it is likely to compound a number of pressing economic problems such as the high rate of inflation. In the longer term, doubts remain over the sustainability of Venezuela's economic policies, specifically the increasing dependence of the economy on oil given the government's stated long-term development strategy of diversifying the economy away from oil.

Venezuela-Colombia alliance strengthens Venezuelan economy, solves trade.

Gupta 11 (Girish, British freelance journalist based in Caracas, Venezuela, from where he surveys Latin America’s economic climate as well as its more gritty underbelly. Writer at Times, Reuters, and WSJ , “Boosted by Oil Prices, Chavez Looking Good for Elections”, 4/21/11, Minyanville, http://www.minyanville.com/businessmarkets/articles/hugo-chavez-oil-prices-venezuela-oil/4/21/2011/id/34096) ALT

After the announcement that alleged drug-trafficker Walid Makled is to be extradited from Colombia to Venezuela, and following Chávez’s visit to Cartagena, Colombia, earlier this month, the two countries have reached an agreement to restore bilateral agricultural trade. This move allows Colombia to export meat, poultry and dairy products to Venezuela, resuming normal relations with the country after years of animosity. "I want to emphasize the Colombian government is pleased with the restoration of Colombo-Venezuelan trade, in particular hard currency, agriculture and livestock,” said Colombian agriculture minister Restrepo Salazr. This is good news for both countries’ economies. Trade was frozen in 2009 as Chávez became angry with then Colombian president Alvaro Uribe’s relationship with Washington. (This was also amid accusations that Chávez was aiding FARC rebels.) Four years ago, in 2007, bilateral trade was at $7 billion, $6 billion of which was made up of Colombian exports. Last year it plummeted to $1.2 billion.
Venezuelan economy has strong projected growth thanks to diverse economy.

Business Recorder 12 (“Venezuela GDP Grows 4% in 2011, Predicts Strong 2012”, 1/2/12, International Venezuelan Analysis, http://venezuelanalysis.com/news/6717) ALT
Venezuela's economy grew by an estimated 4 percent in 2011 and will maintain strong growth in 2012, the central bank said Friday, expansion that may help President Hugo Chavez's bid for reelection next year. But the country's inflation rate remained stubbornly high at 27.6 percent, based on preliminary statistics, the bank said, signaling rising prices will remain a key concern in the OPEC member nation as government spending shows no signs of abating in the run-up to the October vote. "The recent performance of the economy demonstrates the reactivation of productive sectors, which affirms the expectation that the rhythm of growth will be maintained next year," the bank said in a statement. Growth was driven by an 11.2 percent expansion in the financial sector, 6.6 percent growth in commerce, and 5.5 percent growth in utilities such as electricity and water. Government outlays in areas including education and health rose 5.3 percent, the bank said. The 4 percent growth - double the original estimate of 2 percent - contrasts with a 1.5 percent contraction in 2010 for Venezuela, which was one of only a few countries in the region whose economies shrank that year. http://venezuelanalysis.com/news/6717

Nigeria – AFF

A2 Oil K2 Econ

2ac Not K2 Econ

Oil funds are not given to help other government sectors – instability and corruption precludes any positive benefit 

Luqman & Lawal 11 [Saka and Fatima Motunrayo, BSc Hons Political Science, MSc Political Science University of Ibadan, Nigeria. Doctoral Research Student in International Studies, Northern University of Malaysia, Researchers World, Scholarly Journals, ‘The Political Economy of Oil and the Reform Process in Nigeria’s Fourth Republic: Successes and Continue Challenges,’ April, Educational Research Multimedia & Publications, pages 59-76, ProQuest, JP]

Thus the paradox of the Niger Delta is that of a region rich in natural resource but with significant percentage of its population living below the poverty line (Aghalino and Eyinla, 2009; Omoweh, 2005). Though confounding, this paradox of poverty amidst plenty is not peculiar to the oil producing region alone. Indeed, Nigeria’s oil wealth and the revenue derived from the industry over the decades have not manifested in improve infrastructural development, wealth generation, poverty reductions and appreciation in living standard for majority of Nigerians. Poorly conceived economic policies, and inconsistent implementation have constrained Nigeria from availing itself of the maximuim benefits of it large natural resources endowment. The failure of economic policies in Nigeria have manifested in stagnation of the nation economy, over-dependence on a single commodity for export and revenue, the neglect of the agricultural sector, decaying infrastructure and poor delivery of social services. The policy challenges were compounded by mirage of other problems prominent of which is the crisis of political instability and the horrendous level of corruption, patronage and rent-seeking that has emerge the defining hallmark of governance process in Nigeria. These challenges have given rise to steady decline in virtually all indexes of human development in Nigeria over the years.

XT Corruption
Corruption inevitable in Nigeria – no one sanctions it, and it’s encouraged

Agbiboa 12 [Daniel Egiegba, Journal of business Ethics Volume 108 Issue 3, Pages 325-345, July, Scholarly Journals, ProQuest, JP]

Maduagwu (1982) has blamed the rising tide of corruption in the Nigerian public service on the prevailing culture that condones and even encourages corruption. In his words: Corruption thrives in Nigeria because society sanctions it. No Nigerian ofﬁcial would be ashamed, let alone condemned by his people because he or she is accused of being corrupt. The same applies to outright stealing of government or public money or property. On the contrary, the ofﬁcial will be hailed as being smart. He would be adored as having ‘made it’; he is a ‘successful man.’ And any government ofﬁcial or politician who is in a position to enrich himself corruptly but failed to do so will, in fact, ostracized by his people upon leaving ofﬁce. He would be regarded as a fool, or selﬁsh, or both (Maduagwu 1982, p. 1)

Nope – alt factors outweigh and multiple barriers prevent any practical benefit

Sanusi 10 [Sanusi Lamido, Governor of the Central Bank of Nigeria, Convocation Lecture delivered at the Igbinedion University Eighth Convocation Ceremony, Okada, Edo State, November 26, ‘Growth Prospects for the Nigerian Economy,’ http://www.cenbank.org/out/speeches/2010/gov_convocation_lecture-igbinedion-university-okada_2010.pdf] 

The prospects for growth in Nigeria are very bright going by the achievements recorded during the last ten years and the current reforms in the various sectors. However, for Nigeria to consolidate these economic gains and move higher in the frontlines of growth and development, it must deepen reforms that improve human capital, promote high-quality  public infrastructure, and encourage competition. The pillars to sustain this  consolidation must include a firm fiscal policy, transparent fiscal operations, development-oriented monetary and exchange rate policies, strengthening  of the financial sector and strict adherence to the rule-of-law and respect for the sanctity of contract as well as commitment to fighting corruption and corrupt practices. In all of these, Nigeria has opportunity for progress. We must break away from the past to deliver a new Nigeria that the future generations of Nigerians would be proud of. Our electoral process must not only be credible, but must be seen to be credible, since robust economic performance necessarily requires a robust political environment to happen. 

Instability Inevitable

Nigerian stability impossible – multiple warrants

Sanusi 10 [Sanusi Lamido, Governor of the Central Bank of Nigeria, Convocation Lecture delivered at the Igbinedion University Eighth Convocation Ceremony, Okada, Edo State, November 26, ‘Growth Prospects for the Nigerian Economy,’ http://www.cenbank.org/out/speeches/2010/gov_convocation_lecture-igbinedion-university-okada_2010.pdf] 

The major factors accounting for the relative decline of the country’s economic  fortunes are easily identifiable as political instability, lack of focused and visionary leadership, economic mismanagement and corruption. Prolonged period of military rule stifled economic  and social progress, particularly in the three decades of 1970s to 1990s. During these years, resources were plundered, social values were debased, and unemployment rose astronomically with concomitant increase in crime rate. Living standards fell so low, to the extent that some of the best brains with the requisite skills to drive the developmental process left in droves to other nations, and are now making substantial contributions to the economic success of their host countries

Turn - Terrorism

Nigerian oil dependence fuels terrorism

Sandalow 08 [David, Senior Fellow at the Brookings Institute, ‘Rising Oil Prices, Declining National Security, http://www.brookings.edu/research/testimony/2008/05/22-oil-sandalow] 

First, oil dependence strengthens Al Qaeda and other Islamic terrorists. The United States is in a long war. Islamic fundamentalists struck our shores and are determined to do so again. Like the Cold War, this struggle has many causes and will last for generations. Unlike the Cold War, oil dependence plays a central role in the struggle. For more than 50 years, the need to protect oil flows has shaped U.S. policy and relationships in the Persian Gulf. During the Cold War, we supported the Shah of Iran in part to keep oil flowing from the region. In 1980, President Carter declared that attempts by outside forces to gain control of the Persian Gulf would be “repelled by any means necessary, including military force.” In 1991, with Saddam Hussein in Kuwait, President George H.W. Bush told Congress that war was necessary because “[v]ital economic interests are at risk…Iraq itself controls some 10% of the world’s proven oil reserves. Iraq plus Kuwait controls twice that.” After removing Saddam from Kuwait in 1991, U.S. troops remained in Saudi Arabia where their presence bred great resentment. These steps to secure oil flows have come at a cost. By making us central players in a region torn by ancient rivalries, oil dependence has exposed us to resentment, vulnerability and attack. Osama bin Laden’s first fatwa, in 1996, was titled “Declaration of War against the Americans Occupying the Land of the Two Holy Places.”Today, deep resentment of the U.S. role in the Persian Gulf remains a powerful recruitment tool for Islamic fundamentalists. Yet the United States faces severe constraints in responding to this resentment. With half the world’s proven oil reserves, the world’s cheapest oil and the world’s only spare production capacity, the Persian Gulf will remain an indispensable region for the global economy so long as modern vehicles run only on oil. To protect oil flows, the U.S. policymakers will feel compelled to maintain relationships and exert power in the region in ways likely to fuel Islamic terrorists. Compounding these problems, the huge money flows into the Persian Gulf from oil purchases help finance terrorist networks. Al Qaeda raises funds from an extensive global network, with Islamic charities and NGOs playing an important role. Saudi money provides critical support for madrassas with virulent anti-American views. The sharp increase in oil prices in recent months deepens these problems, further enriching those who fund terrorists committed to our destruction. Finally, oil dependence undermines democracy and good governance around the world. Oil wealth corrodes democratic institutions. This dynamic is not inevitable, but it is widespread. A growing body of scholarly work explores this topic, concluding that oil wealth is strongly associated with corruption and authoritarian rule. New York Times Foreign Affairs columnist Tom Friedman has written about the “First Law of Petropolitics” -- that the price of oil and pace of freedom move in opposite directions. A few examples underscore these trends. Bahrain, the Persian Gulf country with the smallest oil reserves, was also the first to hold free elections. As oil prices climbed in recent years, both Vladmir Putin and Hugo Chavez moved away from democratic institutions and toward more authoritarian rule. In Nigeria, oil abundance contributes to widespread corruption.
Terrorism causes nuclear war and extinction.

Guardian 08 [3-31-2008, Project Syndicate, “The Nuclear Risk,” http://www.guardian.co.uk/commentisfree/2008/mar/31/newnuclearrisk] 

Vital pillars of the old arms-control and anti-proliferation regime have either been destroyed - as was the case with the anti-ballistic missile (ABM) treaty - or substantially weakened, as with the nuclear non-proliferation treaty (NPT). Responsibility for this lies largely with the Bush administration, which, by terminating the ABM treaty, not only weakened the international control systems for nuclear weapons, but also sat on its hands when confronted with the NPT's imminent collapse.  At the beginning of the 21st century, proliferation of military nuclear technology is one of the major threats to humanity, particularly if this technology falls into terrorists' hands. The use of nuclear weapons by terrorists would not only result in a major humanitarian tragedy, but also would most likely move the world beyond the threshold for actually waging a nuclear war. The consequences would be horrific. 

Turn - Democracy

Nigerian oil dependency prevents democracy

Schubert 6 [Samuel, National Defense Academy in Austria at the Institute for Human and Social Studies, ‘Revisiting the Oil Curse: Are Oil Rich Nations Really Doomed to Autocracy and Inequality? http://www.ogbus.ru/eng/authors/Schubert/Schubert_1.pdf] 

There is an adage about wealth and democracy that says “the more well-to-do a nation, the greater the chances it will sustain democracy.” Accordingly, one would expect that nations rich in natural resources, and particularly those with large deposits of oil – a clear absolute advantage – would shine far beyond all others as beacons of democracy and freedom.   Unfortunately, nothing seems further from the truth.  Among the world’s top ten oil exporters, only Norway and Mexico can be realistically described as democracies, while three others, Nigeria, Russia, and Venezuela, demonstrate a mere semblance of freedom.  Making matters worse, technological advances and energy driven politics are forcing major Western consumers to seek out new sources of petroleum.  Reserves are increasingly being found, and exploited, in the world’s poorest countries.  Today, oil and gas constitute at least thirty percent of total export revenues in some thirty-four less developed economies, none of which can be classified as democratic or free.  As Martina Ottaway wrote in the New York Times, “oil and democracy do not mix.” Indeed, studies undoubtedly show that  oil dependence leads to a skewing of political forces.  It concentrates production to geographic enclaves and concentrates power into the hands of a few elites.  It becomes a fisherman’s market for rent-seeking behavior, where those with money jockey for positions and influence to acquire lucrative contracts, the revenues from which  are used to further bribe and manipulate those in power.  Consequently, those in power secure the positions of their benefactors, creating a vicious circle of corruption and patronage, secured from open inspection of a free press, public accountability, or standards of international business and political practice. Countries that depend on oil for revenue bask in wealth, but overwhelmingly suffer what the Economist has called a “poverty of policy. Oil rich states manifest some of the greatest inequalities imaginable.  Besides lacking transparency, press freedom, and accountability, they tend to have stratified social classes with a tiny minority earning millions while a vast portion of the population wallow in abject poverty.  Joseph Stiglitz, the Nobel Prize winning economist and former chief economist of the World Bank called them “rich countries with poor people.”  His observation is supported by many the development and economic communities.  Already ten years ago, Jeffrey Sachs, later to head the U.N.’s millennium development project, showed that countries rich in resources grew slower than those without. Adding to Sachs’ thesis, Terry Lynn Karl has shown that the situation is even worse than first thought.  Major oil producers such as Algeria, Angola, Iran, Saudi Arabia, Venezuela and even tiny Trinidad Tobago have experienced fundamental declines in per capita incomes in recent decades.  In Nigeria, 70% live on less than $1 a day in a country that has earned over $340 billion in oil revenues since the 1970s. Why is this happening?  How is it possible to be so rich, yet so poor?  Is this phenomenon, known as the “oil curse,” or in social science parlance, the “resource curse” truly to blame?  Does oil really impede democracy and economic growth?  

Democracy is key to prevent extinction.

Diamond 95 [Larry, Senior Research Fellow at the Hoover Institute, 1995, Promoting Democracy in the 1990s, Online]

Nuclear, chemical, and biological weapons continue to proliferate. The very source of life on Earth, the global ecosystem, appears increasingly endangered. Most of these new and unconventional threats to security are associated with or aggravated by the weakness or absence of democracy, with its provisions for legality, accountability, popular sovereignty, and openness.  LESSONS OF THE TWENTIETH CENTURY The experience of this century offers important lessons. Countries that govern themselves in a truly democratic fashion do not go to war with one another. They do not aggress against their neighbors to aggrandize themselves or glorify their leaders. Democratic governments do not ethnically "cleanse" their own populations, and they are much less likely to face ethnic insurgency. Democracies do not sponsor terrorism against one another. They do not build weapons of mass destruction to use on or to threaten one another. 

Turn – CO2

Nigerian economic growth is bad – makes capital a priority and substantially increases CO2 emissions

Akpan & Chuku 11 [Usenobong, Department of Economics at the University of Uyo, Nigeria, and Agbai, at the Munich Personal RePEc Archive, April, ]Economic Growth and Environmental Degradation in Nigeria: Beyond the Environmental Kuznets Curve,’ http://mpra.ub.uni-muenchen.de/31241/1/MPRA_paper_31241.pdf] 
The logic of the EKC is  intuitively appealing: in the early stages of industrialization, pollution grows more rapidly because high priority is given to increasing material output, and people are more interested in income than environment. The rapid growth inevitably leads to higher utilization of natural resources and thus higher emissions of pollutants, which in turn worsens the environmental conditions. However, at the later stage of industrialization and as income increases, the willingness to pay for a clean environment increases by a greater proportion than income, regulatory institutions become more effective for the environment and pollution levels starts to fall (Kijima, Nishide & Ohyama, 2010). This tends to suggest that instead of being a threat to the environment, economic growth could be compatible with environmental improvements in the long run as countries could eventually “grow themselves” out of their environmental problems. In the light of the above, the present study contributes to the raging debate on EKC by seeking to investigate the existence  and policy-relevance of the EKC for Nigeria. Nigeria presents a unique - A good survey of the empirical studies on the ECK hypothesis could be found in Dinda (2004)Page 3 of 28 case study given its near total dependence on oil exploration to drive its growth process and the consequent environmental cost. Evidence from CBN (2008) shows that between 1973 and 2008,  the share of crude oil and gas production in total GDP range between 21.1 and 37.5%, whereas for the same period, output from the service sector (which is regarded as less polluting) has been between 6.7 and 16.2%.  Environmental concerns (such as reducing gas flaring) has continue to remain a major challenge and an important component of environmental policies in Nigeria for the past decade. What is more?  Out of 207 countries sampled in 2004,  Nigeria ranks as the the higher carbon emitters in the world (Marland, et al, 2004). Presently, Nigeria’s contribution to C02 emission is quite high;  C02 emission rose steadily  from mere 5.9 million tons in 1965 to 104.8 million tons in 2009 (see Figure 2). Such worsening trends is a clear indication that environmental quality in Nigeria will remain an increasing concern both in the present and the future and therefore requires adequate consideration from policy makers. 

Unmitigated carbon emissions cause extinction.

Romm 12 [Joe Romm is a Fellow at American Progress and is the editor of Climate Progress, “Science: Ocean Acidifying So Fast It Threatens Humanity’s Ability to Feed Itself,” 3/2/2012, http://thinkprogress.org/romm/2012/03/02/436193/science-ocean-acidifying-so-fast-it-threatens-humanity-ability-to-feed-itself/?utm_source=feedburner&utm_medium=email&utm_campaign=Feed%3A+climateprogre] 

The world’s oceans may be turning acidic faster today from human carbon emissions than they did during four major extinctions in the last 300 million years, when natural pulses of carbon sent global temperatures soaring, says a new study in Science. The study is the first of its kind to survey the geologic record for evidence of ocean acidification over this vast time period. “What we’re doing today really stands out,” said lead author Bärbel Hönisch, a paleoceanographer at Columbia University’s Lamont-Doherty Earth Observatory. “We know that life during past ocean acidification events was not wiped out—new species evolved to replace those that died off. But if industrial carbon emissions continue at the current pace, we may lose organisms we care about—coral reefs, oysters, salmon.” That’s the news release from a major 21-author Science paper, “The Geological Record of Ocean Acidification” (subs. req’d). We knew from a 2010 Nature Geoscience study that the oceans are now acidifying 10 times faster today than 55 million years ago when a mass extinction of marine species occurred. But this study looked back over 300 million and found that “the unprecedented rapidity of CO2 release currently taking place” has put marine life at risk in a frighteningly unique way: … the current rate of (mainly fossil fuel) CO2 release stands out as capable of driving a combination and magnitude of ocean geochemical changes potentially unparalleled in at least the last ~300 My of Earth history, raising the possibility that we are entering an unknown territory of marine ecosystem change. That is to say, it’s not just that acidifying oceans spell marine biological meltdown “by end of century” as a 2010 Geological Society study put it. We are also warming the ocean and decreasing dissolved oxygen concentration. That is a recipe for mass extinction. A 2009 Nature Geoscience study found that ocean dead zones “devoid of fish and seafood” are poised to expand and “remain for thousands of years.“ And remember, we just learned from a 2012 new Nature Climate Change study that carbon dioxide is “driving fish crazy” and threatening their survival. Here’s more on the new study: The oceans act like a sponge to draw down excess carbon dioxide from the air; the gas reacts with seawater to form carbonic acid, which over time is neutralized by fossil carbonate shells on the seafloor. But if CO2 goes into the oceans too quickly, it can deplete the carbonate ions that corals, mollusks and some plankton need for reef and shell-building.
Turn - Poverty

Nigerian economic growth actually causes more poverty - paradox

Brock 12 [Joe, Reuters News Service, ‘Nigerian Poverty Rising Despite Economic Growth,’ February 13, http://www.reuters.com/article/2012/02/13/us-nigeria-poverty-idUSTRE81C0KR20120213] 

(Reuters) - Poverty in Nigeria is rising with almost 100 million people living on less than $1 a day, despite strong growth in Africa's second largest economy, data showed on Monday. The percentage of Nigerians living in absolute poverty - those who can afford only the bare essentials of food, shelter and clothing - rose to 60.9 percent in 2010, compared with 54.7 percent in 2004, the national bureau of statistics said. Although Nigeria's economy is projected to continue growing, poverty is likely to get worse as the gap between rich and poor in Africa's largest oil producer continues to widen."It remains a paradox ... that despite the fact that the Nigerian economy is growing, the proportion of Nigerians living in poverty is increasing every year," Statistician General Yemi Kale told reporters in the capital Abuja."NBS estimates that this trend may have increased further in 2011 if the potential positive impacts of several anti-poverty and employment generation intervention programs are not taken into account," Kale said. Corruption is rife in Nigeria and for decades politicians have focused on milking cash from crude oil exports, which average more than 2 million barrels per day, rather than developing infrastructure and creating jobs for locals. Despite holding the world's seventh largest gas reserves, which could be used to generate power, Nigeria only produces enough electricity to power a medium-sized European city. More than half of the country's 160 million inhabitants live without electricity, while the rest have to rely on expensive generators run on diesel supplies controlled by a small and powerful cartel of importers.
Poverty causes structural violence that is worse than a perpetual nuclear war. 

Abu-Jamal 98 [Mumia. Sept. 19. Incarcerated social activist and author who has written books and articles since being placed on death row. http://www.mumia.nl/TCCDMAJ/quietdv.htm] 

[Gandhi said] The deadliest form of violence is poverty.   --Ghandi    It has often been observed that America is a truly violent nation, as shown by the thousands of cases of social and communal violence that occurs daily in the nation.    Every year, some 20,000 people are killed by others, and additional 20,000 folks kill themselves. Add to this the nonlethal violence that Americans daily inflict on each other, and we begin to see the tracings of a nation immersed in a fever of violence. But, as remarkable, and harrowing as this level and degree of violence is, it is, by far, not the most violent features of living in the midst of the American empire.    We live, equally immersed, and to a deeper degree, in a nation that condones and ignores wide-ranging "structural' violence, of a kind that destroys human life with a breathtaking ruthlessness. Former Massachusetts prison official and writer, Dr. James Gilligan observes;    By "structural violence" I mean [is] the increased rates of death and disability suffered by those who occupy the bottom rungs of society, as contrasted by those who are above them. Those excess deaths (or at least a demonstrably large proportion of them) are a function of the class structure; and that structure is itself a product of society's collective human choices, concerning how to distribute the collective wealth of the society. These are not acts of God. I am contrasting "structural" with "behavioral violence" by which I mean the non-natural deaths and injuries that are caused by specific behavioral actions of individuals against individuals, such as the deaths we attribute to homicide, suicide, soldiers in warfare, capital punishment, and so on. --(Gilligan, J., MD, Violence: Reflections On a National Epidemic (New York: Vintage, 1996), 192.)    This form of violence, not covered by any of the majoritarian, corporate, ruling-class protected media, is invisible to us and because of its invisibility, all the more insidious. How dangerous is it--really? Gilligan notes:   [E]very fifteen years, on the average, as many people die because of relative poverty as would be killed in a nuclear war that caused 232 million deaths; and every single year, two to three times as many people die from poverty throughout the world as were killed by the Nazi genocide of the Jews over a six-year period. This is, in effect, the equivalent of an ongoing, unending, in fact accelerating, thermonuclear war, or genocide on the weak and poor every year of every decade, throughout the world. [Gilligan, p. 196]    Worse still, in a thoroughly capitalist society, much of that violence became internalized, turned back on the Self, because, in a society based on the priority of wealth, those who own nothing are taught to loathe themselves, as if something is inherently wrong with themselves, instead of the social order that promotes this self-loathing. This intense self-hatred was often manifested in familial violence as when the husband beats the wife, the wife smacks the son, and the kids fight each other.  
Turn – Agriculture

Nigerian oil dependence trades off with agricultural production in the country

Sekumade 09 [Department of Agricultural Economics and Extension Services at the University of Ado-Ekiti, September, ‘The Effects of Petroleum Dependency on Agricultural Trade in Nigeria: An Error Correlation Modeling (ECM) Approach,’ http://www.academicjournals.org/sre/pdf/pdf2009/nov/Sekumade.pdf] 

Agricultural and petroleum sectors are both of great importance to the Nigerian economy in terms of their contribution to Gross Domestic Product (GDP) and value of their exports. Dependence of Nigeria on the oil sector has been found to adversely affect both the agricultural sector and the economy. This study covered the periods between 1970 and 2003. It sought to know the effects and extent of petroleum dependency (in terms of oil exploration, production and trade) on the agricultural sector using Co-integration and Error Correction Modeling (ECM) analysis. Time series data were obtained from Central Bank of Nigeria (CBN), Food and Agricultural Organization (FAO), Federal Office of Statistics (FOS), National Institute for Social and Economic Research (NISER) and Federal Ministry of Agriculture and Rural Development. The study revealed that the trend in production levels of major export crops increased in recent years. Results from the analysis showed the presence of at least one co-integrating vector for all the crops. The result of the ECM confirmed a long run equilibrium relationship between the cash crops and the exogenous variables; and also the presence of significant short-run dynamics or divergences. The Ordinary Least Squares (OLS) results showed that the value of oil exports and imports increased with agricultural production. However, the quantity of oil production had an inverse relationship with the output of agricultural export crops. Based on the results, workable recommendations were made for improving the agricultural sector and reducing the adverse effects of petroleum dependency on agricultural trade and the economy at large. 

Agriculture collapse results in global conflict - extinction

Calvin 98 [William, Theoretical Neurophysiologist – U Washington, Atlantic Monthly, January, Vol 281, No. 1, p. 47-64]

The population-crash scenario is surely the most appalling. Plummeting crop yields would cause some powerful countries to try to take over their neighbors or distant lands -- if only because their armies, unpaid and lacking food, would go marauding, both at home and across the borders. The better-organized countries would attempt to use their armies, before they fell apart entirely, to take over countries with significant remaining resources, driving out or starving their inhabitants if not using modern weapons to accomplish the same end: eliminating competitors for the remaining food. This would be a worldwide problem -- and could lead to a Third World War -- but Europe's vulnerability is particularly easy to analyze. The last abrupt cooling, the Younger Dryas, drastically altered Europe's climate as far east as Ukraine. Present-day Europe has more than 650 million people. It has excellent soils, and largely grows its own food. It could no longer do so if it lost the extra warming from the North Atlantic.

Turn – Dutch Disease

Nigerian oil dependence bad because of dutch disease

Otaha 12 [Otaha, Jacob Imo - Economics Department, University of Jos, Plateau State, Nigeria, http://afrrevjo.net/journals/multidiscipline/Vol_6_no_1_art_7_Otaha.pdf]

The question whether mineral wealth is a blessing or a curse more or less began with Richard Auty’s assertion that since 1960s, the resource-poor countries have outperformed the resource-rich countries compared by a considerable margin (Auty, 2001:180).  Auty has considered economic impediment to development by causing what he calls “Dutch Disease”, which means the slump in other sectors of the economy that accompanies influx of revenues from oil exports. The dependence on natural resources (oil) revenues makes the national economy vulnerable to marked prices. The oil dependence and the volatility of oil prices in international markets lead to significant problems in fiscal planning, reduce the quality of public spending, and lead to financial disaster when oil prices collapse. When oil prices fall, however, fiscal budgets go into deficit, countries start taking loans leveraged against their reserves, and march unimpeded into debt (Auty, 2004:3). Indeed, according to Aluko (2004:8), oil states such as Nigeria, Angola and Cameroon have tended to borrow faster and deeper than non-oil states to cover unexpected shortfalls in income.Studies have shown that oil dependence leads to a skewing of political forces. It concentrates production to geographic enclaves and power into the hands of few elites, creating a fisherman’s market for rent-seeking behaviour. Oil rich states, besides lacking transparency, press freedom and accountability, are marked by stratified social classes with huge poverty gap, what Abubakar (2004:81) calls rich countries with poor people. His observation is supported by many in the development and economic communities. Ten years ago, Adedeji showed that countries rich in natural resources (oil) grew slower than those without (Nigerian Economist, December, 2006:32). This paper focuses on Dutch Disease and Nigerian oil economy, especially the inverse relationship between high natural resources (oil) dependence and economic development. The paper is divided into five parts including this introduction. Part two examines the meaning of Dutch Disease; part three discusses oil and Nigerian political environment; part four analyses the effect of oil on Nigerian economy, while part five concludes the paper.

Iran – AFF

Turn – Prolif

2ac Prolif Turn

High oil price shield Iran from oil sanctions and cause prolif

Blas 12 [Javier Blas is the Financial Times' commodities correspondent since June 2007. He covers natural resources' markets, investment and regulation trends April 17 2012 http://www.ft.com/intl/cms/s/0/9ad4eb8a-889f-11e1-a526-00144feab49a.html#axzz20Wt5fPlL]

High oil prices are insulating Iran from the full impact of US and European sanctions on the sale of its crude, providing Tehran with breathing space as it prepares for a new round of nuclear talks with western nations next month. The Centre for Global Energy Studies (CGES), a London-based think-tank, estimates that Iran will earn $56bn selling its crude this year – its third-highest earnings ever – even after factoring in the loss of roughly a third of its export volume due to sanctions. Global Insight West seeks intent from Iran Iran woos oil buyers with easy credit David Miliband and Nader Mousavizadeh Cold War lessons can help disarm Iran Roula Khalaf Talks to resume on Iran’s nuclear programme Links between Iran and Iraq strengthen Iran test-fires dozens of missiles Sanctions threaten weak Iranian economy Iran nuclear talks close to collapse Iran nuclear talks yield downbeat mood Click to enlarge However, analysts point out that Tehran is finding difficulties in repatriating the funds due to the sanctions on its central bank. Hellenic Petroleum, a Greece-based refiner, recently stopped importing Iranian oil as it was unable to transfer its payments. The Iranian rial has weakened significantly against the US dollar since December – a sign that Tehran faces difficulties obtaining hard currency. Iran has proposed an oil-for-grain barter deal with India, currently its biggest oil client, because of the difficulties New Delhi faces in transferring payments from its refiners to Iran’s central bank. Washington has imposed sanctions to penalise foreign financial institutions dealing with Iran’s central bank, while Brussels has approved a full embargo on Iranian crude oil starting formally from July 1. The western allies are trying to achieve a difficult balance: hurt Iran enough to force it to negotiate over its nuclear programme, but keep enough oil flowing to avoid a price spike that damages the fragile economic recovery. “The sanctions are not working,” said Olivier Jakob, head of the Swiss-based oil consultancy Petromatrix, in a note to clients. “They are definitely hurting Iran as it limits its [crude oil] exports, but they are also hurting the rest of the world, given that the western powers have not managed to control prices.” The CGES, which is widely respected in the oil industry, estimates that without the new sanctions, Iran would earn about $68bn this year – down 5.5 per cent from $72bn in 2011. But this assumes that oil prices remain as high as they are today. Most oil traders and analysts believe that energy costs would be lower if Washington and Brussels had not imposed sanctions. The sanctions – which the think-tank predicts will reduce Iran’s oil exports by about 600,000 barrels a day (in line with other estimates of a drop of between 500,000 and 850,000 b/d) – would cut the revenues to $56bn. This would still be the third-highest ever, and more than Iran earned in any year before 2007. \

Causes nuclear war in the Middle East

Edelman et al Jan-Feb 2011; ERIC S. EDELMAN is a Distinguished Fellow at the Center for Strategic and Budgetary Assessments; he was U.S. Undersecretary of Defense for Policy in 2005-9. ANDREW F. KREPINEVICH is President of the Center for Strategic and Budgetary Assessments. EVAN BRADEN MONTGOMERY is a Research Fellow at the Center for Strategic and Budgetary Assessments. The dangers of a nuclear Iran: the limits of containment,  Foreign Affairs 90.1 (Jan-Feb 2011): p66. (6058 words) 

Given Israel's status as an assumed but undeclared nuclear weapons state, the most immediate consequence of Iran's crossing the nuclear threshold would be the emergence of an unstable bipolar nuclear competition in the Middle East. Given Israel's enormous quantitative and qualitative advantage in nuclear weapons--its arsenal is estimated to consist of anywhere from 100 to more than 200 warheads, possibly including thermonuclear weapons--Tehran might fear a disarming preventive or preemptive strike. During a crisis, then, the Iranian leadership might face a "use them or lose them" dilemma with respect to its nuclear weapons and resolve it by attacking first. For their part, Israeli leaders might also be willing to strike first, despite the enormous risks. Israel's small size means that even a few nuclear detonations on its soil would be devastating; Iran's former president Ali Akbar Hashemi Rafsanjani was exaggerating only slightly when he claimed that "even one nuclear bomb inside Israel will destroy everything." Iran's nuclear arsenal is likely to be small at first and perhaps vulnerable to a preventive attack. Moreover, even if current and future Israeli missile defenses could not stop a full-scale premeditated attack by ballistic missiles, they might be effective against any retaliation Iran might launch if it were hit first. And the willingness to execute a preventive or preemptive strike when confronting a serious threat is a deeply ingrained element of Israel's strategic culture, as Israel demonstrated in its attacks against Egypt in 1956 and 1967, against Iraq's nuclear program in 1981, and against a suspected Syrian nuclear site in 2007. On the one occasion that Israel absorbed the first blow, in 1973, it came perilously close to defeat. In short, the early stages of an Iranian-Israeli nuclear competition would be unstable. Even if Iran and Israel managed to avoid a direct conflict, Iran's nuclear weapons would remain a persistent source of instability in the Middle East. Tehran would almost certainly attempt to expand the size of its arsenal to enhance the survivability of its nuclear weapons. To that end, it would have a strong incentive to adopt the North Korean model of proliferation: negotiating with the international community while continuing to expand its stockpile. Tehran could also deflect international pressure to disarm by offering to relinquish its arsenal if Israel did so as well, exploiting the desire of U.S. President Barack Obama and other Western leaders to make progress toward a world without nuclear weapons. As Iran's arsenal became larger and its fear of retaliation declined, however, it might be increasingly willing to engage in more subtle but still dangerous forms of aggression, including heightened support for terrorist groups or coercive diplomacy. Meanwhile, if Iran acquires nuclear weapons, Israel might face internal and external pressures to abandon its posture of nuclear opacity, that is, its policy of refusing to confirm or deny that it has nuclear weapons. Internal pressure would come from those who believe that declaring Israel's arsenal is necessary to deter an attack by Iran. External pressure would come from those who view an Israeli declaration as the first step toward regional nuclear disarmament. But if Israel did abandon its policy of nuclear opacity, cooperation between Israel and its Arab neighbors would be far more difficult, and a containment strategy against Iran would thus be more challenging to implement. Such a disclosure might also encourage other states in the region to pursue their own nuclear weapons programs. Although most of Israel's neighbors have been willing to accept its undeclared nuclear weapons program so far, the combination of a nuclear-armed Iran and an openly nuclear-armed Israel could alter their calculations--due to a heightened sense of threat, a desire for prestige, domestic pressure, or all three. 

XT Sanctions Key

Sanctions prevent Iran from obtaining nuke weapons, prefer reference multiple experts

Weis 12 [U.S. Media Communications Associate at The Israel Project Washington D.C. Metro Area | Public Relations and Communications 5/17/12 http://tiponthetrail.com/2012/05/17/iran-experts-reiterate-need-for-heavier-sanctions/#more-1143]

Washington, May 17 – Heavier sanctions against Iran could help stop the country from acquiring a nuclear weaponthree experts testified Thursday before the House Committee on Foreign Affairs. Amb. Mark Wallace, CEO of United Against Nuclear Iran (UANI), proposed a strategy focusing on four major areas: banking, insurance and reinsurance, disclosure and debarment and shipping (BIDS). As part of BIDS, all companies that conduct business in Iran would be ineligible to receive U.S. government contracts. Wallace stressed the importance of the United States standing firm on sanctions: “When I challenge businesses around the world and I say we’re going to make public the business [they] do in Iran and [that they’re] not going to do business in the United States…they pull out of Iran, because they want to do business with the biggest country in the world.” Mark Dubowitz, executive director of the Foundation for Defense of Democracies, agreed. “If we impose a true economic blockade…it will have a dramatic impact,” he said. Wallace placed responsibility on Peugeot, Europe’s second-largest carmaker, for shipping vehicle components to Iran and for working closely with Iran’s Revolutionary Guard Corps. Peugeot has temporarily suspended business with car manufacturing company Iran Khodro in March in what many call an effort to make way for a joint venture between Peugeot and General Motors. The suspension is set to expire in September, but Wallace said, “That should be a permanent ban.” Dubowitz also stressed the need for Iranian President Mahmoud Ahmadinejad’s removal from power. “I think the goal is regime change in Iran,” he said.” I don’t think this regime can be trusted….this regime is dedicated to finding a nuclear weapon.” Congressman Dan Burton agreed, saying Iran needs to be stopped before it’s too late. He cited the Agreed Framework between the U.S. and North Korea in 1994, in which Pyongyang agreed to freeze its nuclear program in exchange for aid. Less than a decade later, the agreement collapsed. “You tell tyrants ‘enough’ while you still have time,” Burton said. “We didn’t do it in Korea and now it’s too late.” Dr. Ray Takeyh, a senior fellow at the Council on Foreign Relations, said Iran’s nuclear program is still in the early stages. “We have more time than we think,” Takeyh said. Wallace, Dubowitz and Takeyh were flanked by family members of the victims of the 1983 Beirut Barracks Bombing, in which more than 200 American soldiers were killed by truck bombs detonated by Iran-backed Hezbollah.

Canada – AFF

High Prices Bad

High oil prices don’t help the Canadian economy, they actually harm it

Bryan 12’ [“Iranian oil blockade would hurt Canada, too”, The Gazette, Jay Bryan, 3/22/12]

 In fact, said IHS Global Insight's chief economist, Nariman Behravesh, 
[image: image1]the risk of an oil crisis is now the biggest danger facing the world's economic growth, replacing the now-diminished concern about a European financial collapse. As IHS oil analyst James Burkhard quipped,"Oil is the new Greece."¶ Canada would be partly sheltered because this country's oil exports would become more profitable if prices rose, but we'd still see economic growth drop by a painful 0.7 per cent in the year following such a crisis, Behravesh estimated.¶ To put this into context, if it happened today, it would cut Canadian growth by about one-third, bringing the likelihood of higher unemployment and stagnating wages.¶ But it's more likely that any such crisis would happen later, perhaps early in 2013, as Iran comes closer to nuclear-weapons capability, said IHS risk specialist Farid Abolfathi.¶ The estimated blow to Canada's growth is only slightly lower than the 0.9 per cent seen for the U.S., Japan and China.¶ The worst damage, though, would hit the region that can least afford it - Europe - where there's a new recession under way and where growth could fall by 1.4 per cent.¶ Canada's own vulnerability is a reminder that if oil prices shoot high enough to crush growth among our key trading partners, we face serious collateral damage.¶ Not only would sales of our products in the U.S. be hurt, but the export prices we get for commodities like potash and industrial metals could drop as global demand fell.¶ Within Canada, high oil prices are poison for the two biggest provinces, manufacturing-intensive Ontario and Quebec. They sap consumer spending power and raise the cost of doing business. As well, Ontario's auto manufacturers would feel a drop in demand for cars across North America.¶ Indeed, even in Alberta, high global oil prices don't bring the benefits they used to. Because of bottlenecks in North America's pipeline system, Canadian oil can't easily get to refineries that need it most. Therefore it sells at a big discount to Brent, the key crude-oil grade on international markets.¶ 

Other – Peak Oil

No Peak Oil

Fears of oil supply exaggerated- no peak oil and no China or Persian Gulf conflict.

Gholz and Press, 07 (Eugene and Daryl, Professor of Public Affairs at University of Texas with PhD from MIT, Professor of Government at Dartmouth and PhD from MIT, “Energy Alarmism The Myths That Make Americans Worry about Oil”, 4/05/07, Policy Analysis, No. 589, http://www.cato.org/pubs/pas/pa-589.pdf) ALT
Each of those fears about oil supplies is exaggerated. Peak oil predictions about the impending decline in global rates of oil production are based on scant evidence and dubious models of how the oil market responds to scarcity. In fact, even though oil supplies will increasingly come from unstable regions, the ongoing investments designed to reduce the costs of finding and extracting oil are a more effective response to that political instability than trying to fix the political problems of faraway countries. Furthermore, fears of China are also overstated. Chinese efforts to lock up supplies with long-term contracts will at worst be economically neutral for the United States and may even be advantageous. The main danger stemming from China’s energy policy is that current U.S. fears may create a self-fulfilling prophecy of Sino-U.S. conflict. Finally, political instability in the Persian Gulf poses surprisingly few energy security dangers, and the U.S. military presence there actually exacerbates problems rather than helps to solve them.

Peak oil wrong- too many false cries and resource access growing.

Gholz and Press, 07 (Eugene and Daryl, Professor of Public Affairs at University of Texas with PhD from MIT, Professor of Government at Dartmouth and PhD from MIT, “Energy Alarmism The Myths That Make Americans Worry about Oil”, 4/05/07, Policy Analysis, No. 589, http://www.cato.org/pubs/pas/pa-589.pdf) ALT
The pessimistic claims about peaking oil supplies should be treated with skepticism. For decades, analysts have argued that oil supplies were dwindling and that the peak rate of production would soon been reached. In fact, the most eminent advocate of that argument today once predicted that the global production peak would occur in 1989, but since then global crude oil production has grown by 23 percent, and oil supply (crude oil and other petroleum liquids) has grown by more than 28 percent. 24 More telling, the world’s ultimately recoverable resources (URR) have been growing over time, largely because many fields contain substantially more oil than was originally believed.

No peak oil- new tech solves.

Gholz and Press, 07 (Eugene and Daryl, Professor of Public Affairs at University of Texas with PhD from MIT, Professor of Government at Dartmouth and PhD from MIT, “Energy Alarmism The Myths That Make Americans Worry about Oil”, 4/05/07, Policy Analysis, No. 589, http://www.cato.org/pubs/pas/pa-589.pdf) ALT
One reason URR are growing despite the world’s continuing consumption of oil is that improved technology has allowed a far greater fraction of reserves to be extracted from oil fields. In 1980 only 22 percent of the oil in the average field was recoverable, but with better extraction technology average recovery is now up to 35 percent, effectively increasing URR by more than 50 percent. The results of the growing URR and recovery rate are striking: in 1972 the “life-index” of global oil reserves, the length of time that known reserves could support the current rate of production, was 35 years; in 2003, after 31 more years of accelerating oil extraction, the life index stood at 40 years. 26 In short, no one knows how much oil is ultimately recoverable from the earth, but there is no compelling evidence that reserves are running out or that production is near the peak. 27
