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1. Russian economy is strong now from high oil costs - a sharp price crash would destroy their economy
Reuters 8-4-11 “Key political risks to watch in Russia” <http://af.reuters.com/article/energyOilNews/idAFRISKRU20110804?sp=true>

MOSCOW Aug 4 (Reuters) - Russia is one of the better-performing emerging markets but is heavily dependent on energy and commodity exports, plagued by corruption and its political stability rests on one man, Prime Minister Vladimir Putin. OIL PRICE Russia is the world's biggest energy producer and remains heavily reliant on sales of oil and gas, which make up 65 percent of exports, despite the Kremlin's calls to diversify the economy. Oil and gas account for more than half of budget revenue. With oil prices over $100 a barrel, Russia is accelerating out of the economic crisis and some investors expect a boom over the coming years. Russia's Urals oil export blend URL-E is trading at $114 a barrel, above the $105 price factored into the 2011 budget. Russia raised its oil price assumption from $75 this year as it bets on high prices. Any sustained fall in the price of oil would hit Moscow financial markets, crimp growth and could erode Putin's popularity before a March 2012 presidential vote in which he has hinted he will run or back his protege, incumbent President Dmitry Medvedev. Russia is betting that oil prices stay high for years and the federal budget will only balance with Urals at $125 per barrel next year. Finance Minister Alexei Kudrin has hinted Russia may face budget deficits until 2017. For table on the draft three-year budget click on Russia's $1.5-trillion economy is expected to grow by more than 4 percent this year after a 4 percent rebound in 2010. The economy shrank 7.8 percent in 2009, Russia's worst annual contraction in 15 years. With high oil prices easing budget deficit concerns ahead of the elections, Russia's leaders have ramped up social spending, which will rise in 2012 by 20 percent to 3.8 trillion roubles ($135 billion), accounting for 31 percent of federal outlays. Even if those costs are bearable under a sanguine view on oil, they would become difficult to sustain in the event of a sharp and sustained oil price crash due to other contingent liabilities that are, effectively, derivatives on the oil price.

2. ***insert specific link card***
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3. Russian economic decline causes prolif and accidental launch – most likely scenario for US-Russia war
Blair and Gaddy ’99 Bruce Blair is the president of the World Security Institute. He is an expert on U.S. and Russian security policies, specializing in nuclear forces and command-control systems. He was awarded a MacArthur Fellowship Prize for his research, work and leadership on de-alerting nuclear forces. Dr. Blair earned a Ph.D. in operations research at Yale University in 1984.  Clifford Gaddy has a Ph. D in economics from Duke University and has worked as a scholar in various Russian economic institutes. Summer 1999. “Russia’s Aging War Machine – Economic Weakness and the Nuclear Threat”. <http://www.brookings.edu/press/review/Summer99/Blair.pdf>
But this scenario is wishful thinking loaded with untenable assumptions. The START process has stalled and may not be revived any time soon, leaving in place increasingly decrepit and hazardous forces that Russia might not retire after all. The decay of the Russian arsenal is certain to run growing risks of proliferation and to erode safety along with basic offensive capability. For example, a degraded early warning network is less able to detect an actual attack—but also less able to screen out false indications of attack. Similarly, failure in the nuclear command link between the General Staff in Moscow and the launch crews in the field would disrupt not only the ability of the General Staff to quickly transmit the go code, but also the feedback loop from the missiles to the General Staff that detects and prevents an unauthorized launch attempt at any subordinate level of command. Finally, the departure of security guards from their posts at weapons depots to forage for food or escape inclement weather may not only impede the authorized dispersal of those weapons during a crisis but also increase the vulnerability of the weapons to theft. And the danger is not merely theoretical. A 1996 CIA report noted that broken locking devices on some Russian nuclear weapons had not been repaired for lack of spare parts. In short, progressive nuclear deterioration in Russia increases the risks of mistaken, illicit, or accidental launch, and the loss of strict central control over Russia’s vast nuclear complex bodes ill for nonproliferation. If Russia’s nuclear designers, producers, and custodians surrender to economic pressure, they could open the ﬂoodgates to the illicit transfer of nuclear materials, weapons, and delivery technologies to America’s adversaries. A meltdown of Russian nuclear control could be catastrophic for Americans. Securing Russia’s nuclear weapons and materials and strengthening safety and control over operational deployments deserve top billing among the security priorities of the U.S. government. To alleviate the immediate danger, Russian and U.S. strategic missiles should be taken off hair-trigger alert so that none could be ﬁred on a moment’s notice. “De-alerting” our arsenals, ideally by detaching the warheads from missiles, would reduce their susceptibility to illicit or mistaken launch. Today it takes only minutes to prepare those forces for launch. Reducing the interval to days or longer would provide a far larger margin of safety against many scenarios, ranging from the temporary loss of legitimate civilian control over Russian weapons to false warning in Russia’s early warning system—both more plausible dangers than a deliberate, cold-blooded attack by Russia or the United States against each other. The challenge of deterrence today pales beside the challenge of operational safety. But even a comprehensive nuclear stand-down falls short over the long run. As long as Russia remains mired in economic, political, and military despair, the nuclear threat will continue. Russia will not be able to reduce its reliance on nuclear weapons until it can afford an adequate conventional military force. It will not be able to ensure control over its nuclear weapons and materials until it has a strong state, one based on a healthy economy and a civil society. The West’s vital stakes in this process of nation-building have not diminished, despite all the failures and frustrations of the past decade. If anything, those stakes have grown—as have the cost and effort needed to stabilize

and transform Russia.




Uniqueness Extensions
Russian oil prices are stable

RIA Novosti 10 (Oct 10, 2010, “Russian economy to show stable growth with oil price above $60 - Kudrin” http://en.rian.ru/business/20101010/160898404.html)

The Russian economy will demonstrate stable growth next year if global oil prices stay above $60 per barrel, Finance Minister Alexei Kudrin said on Sunday. According to the Russian government's forecast, the price of Russia's Urals oil blend is expected to stay at the level of $75 per barrel in 2010 and 2011 and rise to $78 per barrel in 2012 and to $79 per barrel in 2013. The government's projections for Russia's federal budget in the next three years are based on the average annual price of $70 per barrel. According to data of the Russian Finance Ministry, the average price of Urals oil blend was $77.4 per barrel in September 2010 compared with $67.15 per barrel in September 2009. 

Oil prices are rising

Hartman 6-9-11 Blake Hartman is a writer for the Star Global Tribune. “Oil Prices – Continued Oil Price Hikes Until 2012 Feared” <http://starglobaltribune.com/2011/oil-prices-continued-oil-price-hikes-until-2012-feared-9362>
JP Morgan recently published a report forecasting a rise in oil prices stretching into 2012. Charitable non-profit With Causes initiates revamp of their asset donation program, which aims at offsetting painfully high gas prices by improving the financial portfolios of donors while providing charitable aid to a range of worthy causes. This week JP Morgan Chase & Co. raised its oil price forecast for 2011 and 2012 because OPEC, as well as other producers, aren’t matching rising demand, according to Associated Press. The bank modified its last prediction based on Brent Crude upping the $110 per barrel forecast up to $120. The estimate for West Texas Intermediate crude also went up to $109.50 from $99. As for 2012, the prices are projected to rise to $120 for Brent crude and $114 for West Texas. As reports by major banks predicting escalating fuel prices continue to loom over the nation, some leaders in the non-profit sector are gearing up to provide relief in not-so-usual ways. Vincent Everett, CEO Works of Life International Ministries, has issued a press statement announcing a revamp in the With Causes program, a charitable offspring of Works of Life that accepts a wide range of property donations that assist many worthy charitable causes. “People are getting alarmed by higher gas prices as it is,” says Everett, “and many Americans are looking for ways to liquidate non-producing property before gas prices get even higher, which is why our charitable affiliate With Causes is preparing to expand its resources to accommodate more donations as well as improve the scope of worthy causes we support.” With Causes accepts a variety of assets as charitable donations, including car donations, boat and yacht donations, real estate donations, and even aircraft donations year round to generate charitable income that assists victims of natural disaster, educators in low-income communities, victims of abuse, and the elderly. Organizations like With Causes and Works of Life are providing alternative ways in which residents from across the US can improve their financial portfolios in times of national economic recession and painful gas prices. Both charitable networks have been mentioned in Forbes and USA Today, which the Works of Life Chief Executive says is a reflection of the impact his staff has made in many communities across the US. “There’s buzz about our program in national news because there are a lot of people who agree that it’s a good idea and decide to make a charitable donation,” adds Everett. The trend in oil prices, if JP Morgan’s analysis and predictions hold up, is upwards rather than downwards at least until 2012, which has prompted non-profit leaders like V. Everett to mobilize community resources to generate charitable income from assets that donors want to liquidate anyway. “It’s an effective program that uses property that’s already there to generate charitable income for those who have fallen on desperately hard times,” mentions Everett.
Oil DA Uniqueness

Oil prices will continue to rise – extraction and refining costs, and global demand is growing

Harris 9-3-10 Jim Harris, writer for the Financial Post. “Soon oil prices will soar again” <http://www.leaderpost.com/business/story.html?id=2314467>
The time to end carbon subsidies is even more urgent because we have reached peak oil. The concept of peak oil is easily misunderstood It's not that we're out of oil -- there's still a trillion barrels of oil under the Earth's crust -- it's just that we've developed all the easy-to-access and easy-to-refine oil deposits --and these are now declining. To meet rising oil demand, companies are now oil drilling on the ocean floor, miles under the sea, in the Arctic in hostile conditions, and in the tar sands, where it takes a barrel of oil equivalent in the form of natural gas to refine three barrels of oil. The effect of all these trends -- smaller deposits, harder-to-access locations and harder-to-refine oil -- means that the cost to extract oil from new sources is rising. The rate of extraction from the new deposits is slower than the declining rate of production from the traditional oil fields. The law of supply and demand states that when the demand for a good increases faster than the supply, prices will rise. Chinese consumers are buying more than a million cars a month -- and in India when the US$2,500 Nano went on sale, more than 200,000 were ordered in the first two weeks. Adding millions of cars a month to roads will inevitably drive up oil prices. Jeff Rubin, the former chief economist for CIBC World Markets, predicts that the price of oil will rise to US$225 a barrel by 2012. For readers who dismiss Rubin, think about this:We are in the midst of the biggest recession since the Great Depression and oil has already risen above US$80 a barrel. In 2003, few pundits would have thought US$80 oil was possible. (And Rubin's past predictions have proven deadly accurate: In 2006, he predicted oil would hit US$150 a barrel in 2008.) 
Oil prices are high now

Russian Opinion 5-26-11 Russian Opinion is a Russian news agency. “World Oil Prices Rose”. http://mysouth.su/2011/05/world-oil-prices-rose-12/
The price of July futures for North Sea petroleum mix of mark Brent Crude Oil at London exchange ISE (InterContinental Exchange Futures) following trades rose by 2.40 dollars – up to 114.93 dollars per barrel. On the New York Stock Exchange NYMEX (New York Merchantile Exchange) cost of July futures for U.S. light crude oil Light Sweet Crude Oil rose to 1.73 U.S. dollar – up to 101.32 dollars per barrel. According to the API, gasoline inventories last week rose 2.4 million barrels to 211.2 million barrels, but the oil reserves fell by 860,000 barrels. On Wednesday, the same data present a U.S. Department of Energy. Experts predict a rise in gasoline stocks of 450 thousand barrels of oil reserves and reduced by 1,5 million barrels. Krmoe addition, according to analysts, the markets continue to respond to a published earlier forecast of investment funds for higher prices for "black gold" in 2011-2012. So, Goldman Sachs raised its oil price forecast in the 2011th and 2012, citing a decrease in OPEC spare capacity by a decline in deliveries of Libyan crude oil to world markets. In line with the forecast of Goldman Sachs Brent crude oil by 2011 would cost about $ 120 per barrel, while in 2012 could grow by up to 140 dollars per barrel. See the exchange rate
Uniqueness Extensions
Russia’s economy is stable now, but dependent on rising oil prices

Alexsashenko 6-21. Sergei, former deputy minister of finance of the Russian Federation and former deputy governor of the Russian central bank and a scholar-in-residence in the Carnegie Moscow Center’s Economic Policy Program. 2011. www.carnegieeendowment.org 

As Russia’s presidential elections next March approach, gauging the state of the Russian economy is not an easy task. On the one hand, the economy is growing; the budget is balanced; government debt is well below 10 percent of GDP; the ruble is stable; and inflation has started to fall. On the other hand, GDP growth is slower than before the global financial crisis and depends on inventory accumulation and taxes on imports; capital continues to flow out of the country; and the strong budgetary and balance of payments positions rely on a high oil price. While few things look likely to slow growth in the short run, risks abound in the medium term. Declining investment poses the biggest worry, but the government’s dependence on a rising oil price and its persistently weak bank supervision also threaten growth and stability. The country’s next president—the first to serve a six-year term—must mitigate these risks and position Russia for a stronger economic future.

Russian economy just starting to stabilize

Bloomberg 6-19. Scott Rose and Anges Lovasz, staff writers for Bloomberg. 2011. www.bloomberg.com/news 

Russian unemployment fell to the lowest level in almost three years in June and retail sales grew for an 18th month, helping to bolster an economic expansion in the world’s biggest energy exporter. The jobless rate dropped to 6.1 percent in June, the lowest since August 2008, from 6.4 percent a month earlier, the Federal Statistics Service said today by e-mail. The median estimate of 15 economists in a Bloomberg survey was 6.3 percent. Accelerating job growth is helping sustain household spending, benefitting retailers such as X5 Retail Group NV and OAO Magnit. Slower inflation, led by an easing in food prices, is boosting incomes and supporting consumer confidence. “The economy has finally come to the phase of the cycle where it is more self-driven,” Aurelija Augulyte, an emerging- market analyst at Nordea Bank AB in Copenhagen, wrote in an e- mail. “Consumers will remain supported going forward by better labor market conditions.” Real disposable incomes unexpectedly grew in June for the first time since February, rising 0.7 percent, and real wages advanced 4.2 percent. Retail sales rose 5.6 percent from a year ago and 1.2 percent from May.

Links – SPS
SPS ends US dependence on foreign oil—creates domino effect

Aviation Week 7. ‘NSSO Backs Space Solar Power’ http://www.aviationweek.com/aw/generic/story.jsp?id=news/solar101107.xml&headline=NSSO%20Backs%20Space%20Solar%20Power%20&channel=space

Collecting solar power in space and beaming it back to Earth is a relatively near-term possibility that could solve strategic and tactical security problems for the U.S. and its deployed forces, the Pentagon's National Security Space Office (NSSO) says in a report issued Oct. 10. As a clean source of energy that would be independent of foreign supplies in the strife-torn Middle East and elsewhere, space solar power (SSP) could ease America's longstanding strategic energy vulnerability, according to the "interim assessment" released at a press conference and on the Web site spacesolarpower.wordpress.com. And the U.S. military could meet tactical energy needs for forward-deployed forces with a demonstration system, eliminating the need for a long logistical tail to deliver fuel for terrestrial generators while reducing risk for eventual large-scale commercial development of the technology, the report says. "The business case still doesn't close, but it's closer than ever," said Marine Corps Lt. Col. Paul E. Damphousse of the NSSO, in presenting his office's report. That could change if the Pentagon were to act as an anchor tenant for a demonstration SSP system, paying above-market rates for power generated with a collection plant in geostationary orbit beaming power to U.S. forces abroad or in the continental U.S., according to Charles Miller, CEO of Constellation Services International and director of the Space Frontier Foundation. By buying down the risk with a demonstration at the tactical level, the U.S. government could spark a new industry able to meet not just U.S. energy needs, but those of its allies and the developing world as well. The technology essentially exists, and needs only to be matured. A risk buy-down by government could make that happen, according to the NSSO report. "This is not a 50-year solution," said John Mankins, an expert in the field and president of the Space Power Association. "The kinds of things that are possible today say a truly transformational demonstration at a large scale is achievable within this decade." As an example, Mankins listed the rapid progress in boosting the efficiency of solar cells. While 20-25 percent efficiency was once considered a long-term goal, efficiencies on the order of 40 percent already have been achieved. And the modularity and scalability of the systems needed to build an SSP platform make testing relatively straightforward. Even from its perch in low-Earth orbit, for example, the International Space Station could be used as a test bed for SSP components and even demonstrate low-level power transmission from orbit to Earth. The exposed facility on Japan's Kibo laboratory, due for launch in the first half of next year, could be used to test pointing and transmitting hardware, Mankins said, as well as to conduct space-exposure experiments on materials that might be used in building the large structures needed to collect sunlight in meaningful amounts. The Internet-based group of experts who prepared the report for the NSSO recommended that the U.S. government organize itself to tackle the problem of developing SSP; use its resources to "retire a major portion of the technical risk for business development; establish tax and other policies to encourage private development of SSP, and "become an early demonstrator/adopter/customer" of SSP to spur its development. 

SPS ends dependence on foreign oil—finally competitive with fossil fuels

LA Times 10/11/07. “Orbiting solar panels' day may be near” http://articles.latimes.com/2007/oct/11/science/sci-spacesolar11

A new federal study released Wednesday concluded that continued increases in oil prices may finally make the generation of solar power in orbit economically competitive. The report urged the government to sponsor a demonstration of the technology to spur private investment in the concept. The orbiting power plants would reduce the nation's dependence on imported oil and help reduce the production of carbon dioxide that is contributing to global warming, according to the report led by the National Security Space Office, part of the Department of Defense. "This is a solution for all mankind," said former astronaut Buzz Aldrin, chairman of the spaceflight advocacy group, ShareSpace Foundation. Aldrin joined a group of other space advocacy organizations to unveil the report in Washington. Since the Space Age began 50 years ago, scientists have dreamed of launching acres of photovoltaic cells into orbit and beaming the electricity electromagnetically to Earth's surface but have stumbled over the project's high cost and the technical difficulties. The report estimated that in a single year, satellites in a continuously sunlit orbit could generate an amount of energy nearly equivalent to all of the energy available in the world's oil reserves. Mark Hopkins, senior vice president of the National Space Society, said space-based solar energy could generate so much power that it could transform the United States from an energy-importing country into an energy-exporting nation. "It is the largest energy option which is available to us today in the sense that it would derive more power potentially than all of the other power sources combined," Hopkins said. NASA and the Department of Energy have spent $80 million in the last three decades to study space-based solar energy, but the effort faded in the mid-1990s. 

Links – SPS
SPS spills over—ends Asian oil dependence

Ian O’Neill, Discovery News associate, 6/1/08. “Harvesting Solar Power from Space” http://www.universetoday.com/14646/harvesting-solar-power-from-space/

So how could this plan work? Construction will clearly be the biggest expense, but the nation who leads the way in solar power satellites will bolster their economy for decades through energy trading. The energy collected by highly efficient solar panels could be beamed down to Earth (although it is not clear from the source what technology will go into “beaming” energy to Earth) where it is fed into the national grid of the country maintaining the system. Ground based receivers would distribute gigawatts of energy from the uninterrupted orbital supply. This will have obvious implications for the future high demand for electricity in the huge nations in Asia and will wean the international community off carbon-rich non-renewable resources such as oil and coal. There is also the benefit of the flexible nature of this system being able to supply emergency energy to disaster (and war-) zones. 

SPS solves oil reliance

New Scientist, 11/24/07. “Plugging into the Sun” http://www.newscientist.com/article/mg19626311.600-plugging-into-the-sun.html

IF IT happens, it will be the space engineering feat that tops them all. Spanning several square kilometres, a space power station would be by far the largest orbiting structure ever built. While the engineering may be on a colossal scale, the idea behind space solar power is simple enough. Lob giant solar panels into geostationary orbit, then use the electricity they generate to send an intense beam of laser light or microwaves down to Earth where it will be converted back into electricity to be pumped into the grid. In one fell swoop we could slash CO2 emissions and reduce our reliance on oil. The beam could be used to deliver power to remote locations without the need for expensive transmission lines, and even provide instant on-demand electricity to soldiers in the field. The dream of generating our electricity in space has been around for decades, but so far it has always proved too expensive to follow through. 

Links – Helium-3

Helium-3 ends dependence on oil

D’Souza ‘6 Marsha R. D’Souza has a degree of Bachelor Worcester Polytechnic Institute science “HARVESTING HELIUM-3 FROM THE MOON” http://www.wpi.edu/Pubs/E-project/Available/E-project-031306-122626/unrestricted/IQP.pdf
Energy is the most important driving force for powering industrial nations. In fact, a measure of a country’s ndustrialization is its annual energy consumption. Fossil fuels like coal, petroleum and natural gas are the chief means by which most nations get their energy. Because of the world’s increasing standards of living and its increased dependence on oil, fossil fuel amounts might not last longer than a few decades. Also with the world’s population expanding to almost 12 billion by the year 2050, our oil demand will also increase drastically. Oil has become a key issue in the political and economic affairs of many nations especially after the United States second war with Iraq. In such cases of crisis, the development of He-3 will alleviate the dependency on crude oil. Fossil fuels also release a lot of harmful greenhouse gases into the atmosphere that have detrimental effects on the atmosphere, whereas the usage of He-3 fusion technology will be a great substitute to the fossil fuels as it doesn’t release any harmful byproducts. In addition to the non- polluting properties of He-3 fusion on Earth, the mining of He-3 from the Moon will not contaminate the Moon as the gases that are released during the extraction process (water and oxygen) aren’t harmful, and instead could be used for sustaining a lunar colony as outlined in the technical section. 
Helium-3 would eliminate oil demand and prices

Chowdhuri ‘3 Satyabrata Rai Chowdhuri,is a Political Scientist, Political Historian and International Relations expert. He is presently a Senior Research Fellow in International Relations at the Institute of Commonwealth StudiesNov. 15, 2003. “An energy source that’s out of this world”.

Researchers at Madison say they are certain that He3, an isotope of helium with one less neutron than helium itself, could replace fossil fuels. While it is rare on earth, it is available in large quantities on the moon. One tonne, they say, could supply the energy needs of a city of 10 million people when combined in a fusion reactor with a form of hydrogen extracted from water. It is hardly difficult to thus imagine the impact that Astrofuel could have on world energy supplies. The extremely high power density means that only 28 tonnes of Astrofuel, approximately the payload of the current US Space Shuttle, could supply the entire electrical demand of the US for a year. Even at a selling price of US$1 billion per tonne, the energy cost would be equivalent to oil at $7 a barrel. Unfortunately, the space shuttle is not at this time configured to fly to the moon, and a new space vehicle would have to be developed. The nation that develops the technology to retrieve Astrofuel could thus find itself in a commanding economic and strategy position in this century. The US already has the research and resource lead for recovery. While some He3 is available on earth, the quantity is not sufficient to be exploited commercially. The US strategic reserve amounts to only 29 kg, with another 187 kg mixed up with natural gas. By contrast, the moon has an estimated reserve of 1.1 billion tonnes of He3 that has been deposited by the solar wind. The commercial viability of Astrofuel was determined by the Wisconsin’s University Research Center in 1987, a year after its discovery. In 1987 prices, it was found that the US spends $40 billion annually to buy coal, oil, natural gas and uranium to produce electricity. For the megawatt volume of electricity for one year, the US might need to import one spacecraft load of fuel at a cost of $25 billion - about a fourth of the price of crude today at the aforementioned $7 per barrel.
Links – Helium-3

Lunar mining will drive down oil prices. 

Souza, Otalvario & Singh, 6 - Professor, Worcester Polytechnic Institute [Marsha, Diana, Deep, HARVESTING HELIUM-3 FROM THE MOON, Dissertation, WORCESTER POLYTECHNIC INSTITUTE, 2-17-2006, http://www.wpi.edu/Pubs/E-project/Available/E-project-031306-122626/unrestricted/IQP.pdf]

A more likely scenario from a technical  standpoint, however,  is to bring He-3  from the Moon to Earth to be reacted in the plasma reactors. This would allow use of the  existing gridlines for delivering electricity and would eliminate the production of H2 as an  intermediate agent. This scenario presupposes that the He-3-Deuterium reactor is fully developed, which even according to experts in the field (see interview with Dr.  Kulcinski) is a long term venture.  Because the reactor is most highly developed in the  United States, it would seem this country has an initial advantage. If we suppose that He- 3 would become the primary energy source to power the United States and that it would  become so before the end of the fuel era,  this would imply that the fossil fuel prices  would plummet since the primary consumer would be out of the game. This would allow  developing nations to purchase larger amounts of  oil which could lead to their faster  development. Under this scenario India and China would again be the dominating  economies within the developing countries, since they have the resources to purchase the  largest amounts in a fuel market governed entirely  by demand and supply dynamics.  These nations also have the greatest projected need for fuel. On the other hand, if China  and India develop their own  He-3-Deuterium reactors, they would enter in direct  competition with the US for He-3. In what manner this competition will be carried out  depends largely on how closely these countries abide to international treaties and on how  much they are willing to cooperate with one another. 


Internal Links - Oil k2 Russian Economy
Slow diversification is inevitable but massive diversification kills the Russian economy 

Gaddy 11 — Senior Fellow at the Brookings Institution, Washington, DC, economist specializing in Russia (Clifford G., 06/16/11, “Will the Russian economy rid itself of its dependence on oil?” http://en.rian.ru/valdai_op/20110616/164645377.html)

To ask whether the Russian economy will rid itself of its “dependence on oil” is to ask whether ideology will trump economics. Many people in Russia—including President Medvedev—seem to believe Russia should de-emphasize the role of oil, gas, and other commodities because they are “primitive.” Relying on them, they argue, is “degrading.” From the economic point of view, this makes no sense. Oil is Russia’s comparative advantage. It is the most competitive part of the economy. Oil and gas are something everyone wants, and Russia has more of them than anyone else. It is true that the Russian economy is backward, and that oil plays a role in that backwardness. But oil is not the root cause. The causes of Russia’s backwardness lie in its inherited production structure. The physical structure of the real economy (that is, the industries, plants, their location, work forces, equipment, products, and the production chains in which they participate) is predominantly the same as in the Soviet era. The problem is that it is precisely the oil wealth (the so-called oil rent) that is used to support and perpetuate the inefficient structure. For the sake of social and political stability, a large share of Russia’s oil and gas rents is distributed to the production enterprises that employ the inherited physical and human capital. The production and supply chains in that part of the economy are in effect “rent distribution chains.” A serious attempt to convert Russia’s economy into something resembling a modern Western economy would require dismantling this rent distribution system. This would be both highly destabilizing, and costly in terms of current welfare. Current efforts for “diversification” do not challenge the rent distribution system. On the contrary, the kinds of investment envisioned in those efforts will preserve and reinforce the rent distribution chains, and hence make Russia more dependent on oil rents. Even under optimal conditions for investment, any dream of creating a “non-oil” Russia that could perform as well as today’s commodity-based economy is unrealistic. The proportion of GDP that would have to be invested in non-oil sectors is impossibly high. Granted, some new firms, and even entire sectors, may grow on the outside of the oil and gas sectors and the rent distribution chains they support. But the development of the new sectors will be difficult, slow, and costly. Even if successful, the net value they generate will be too small relative to oil and gas to change the overall profile of the economy. Thus, while it is fashionable to talk of “diversification” of the Russian economy away from oil and gas, this is the least likely outcome for the country’s economic future. If Russia continues on the current course of pseudo-reform (which merely reinforces the old structures), oil and gas rents will remain important because they will be critical to support the inherently inefficient parts of the economy. On the other hand, if Russia were to somehow launch a genuine reform aimed at dismantling the old structures, the only realistic way to sustain success would be to focus on developing the commodity sectors. Russia could obtain higher growth if the oil and gas sectors were truly modern. Those sectors need to be opened to new entrants, with a level playing field for all participants. Most important, oil, gas, and other commodity companies need to be freed from the requirement to participate in the various informal schemes to share their rents with enterprises in the backward sectors inherited from the Soviet system. Certainly, there are issues with oil. It is a highly volatile source of wealth. But there are ways to hedge those risks. A bigger problem is that oil will eventually lose its special status as an energy source and therefore much of its value. But that time is far off. It will not happen suddenly. In the meantime, sensible policies can deal with the problems. Otherwise, the approach should be to generate the maximum value possible from the oil and protect that value through prudent fiscal policies. Russia should not, cannot, and will not significantly reduce the role of oil and gas in its economy in the foreseeable future. It will only harm itself by ill-advised and futile efforts to try.

Oil k2 Russian Economy

Oil prices key to Russian economic growth and budget deficit problems – prefer World Bank analysis

ITAR-TASS News Agency 11 (6/8/11, “WB forecasts stable GDP growth in Russia, warns of oil prices drop” http://www.itar-tass.com/en/c154/160657_print.html)

WASHINGTON, June 8 (Itar-Tass) — The World Bank (WB) considers the possible drop in world oil prices the main economic risks for Russia, Andrew Burns, the main author of the WB new Global Economic Prospects report that was presented on Tuesday told Itar-Tass in an interview. According to estimates of the team of specialists headed by Burns, Russia’s GDP growth this year will amount to 4.4 percent. Next year it will drop to 4 percent, that is, will return to the level of 2010. In 2013, it will grow again, but not so considerably - only to 4.1 percent. “It is obvious that Russia benefits from the current extremely high oil prices, which help it compensate for some difficulties with the budget,” said Burns. According to him, “it promotes rapid growth of income, which is very positive.” Burns explained that “the risks for Russia as an oil exporter are different from those that threaten the rest of the world.” “For Moscow, high oil prices are very good, and problems may arise in case of their fall. In this situation, much will depend on how the Russian government is prepared for such possible scenario,” the WB official said. He also expressed the view that “if the problems in the rest of the world become cyclical, the oil sector will be affected by them not so much as other industries.” However, he said, “it will affect the economy in general” and affect all countries. The report itself states that the average GDP growth in Russia over the period under review up to 2013 will reach 4.2 percent. The document’s authors explain this partly “by high fuel prices.” They predict “better prospects in the labour market, which will reduce unemployment by 2013 to around 6 percent.” According to them, this in combination with high oil revenues should affect the increasing share of domestic consumption and investment demand in the overall economic growth.

Oil k2 Russian Economy
Russia shifting dependence but oil prices are still key to the Russian economy

CIA, 6/15/11. Central Intelligence Agency, The World Factbook, Russia https://www.cia.gov/library/publications/the-world-factbook/geos/rs.html
Russia has undergone significant changes since the collapse of the Soviet Union, moving from a globally-isolated, centrally-planned economy to a more market-based and globally-integrated economy. Economic reforms in the 1990s privatized most industry, with notable exceptions in the energy and defense-related sectors. The protection of property rights is still weak and the private sector remains subject to heavy state interference. Russian industry is primarily split between globally-competitive commodity producers - in 2009 Russia was the world's largest exporter of natural gas, the second largest exporter of oil, and the third largest exporter of steel and primary aluminum - and other less competitive heavy industries that remain dependent on the Russian domestic market. This reliance on commodity exports makes Russia vulnerable to boom and bust cycles that follow the highly volatile swings in global commodity prices. The government since 2007 has embarked on an ambitious program to reduce this dependency and build up the country's high technology sectors, but with few results so far. The economy had averaged 7% growth since the 1998 Russian financial crisis, resulting in a doubling of real disposable incomes and the emergence of a middle class. The Russian economy, however, was one of the hardest hit by the 2008-09 global economic crisis as oil prices plummeted and the foreign credits that Russian banks and firms relied on dried up. The Central Bank of Russia spent one-third of its $600 billion international reserves, the world's third largest, in late 2008 to slow the devaluation of the ruble. The government also devoted $200 billion in a rescue plan to increase liquidity in the banking sector and aid Russian firms unable to roll over large foreign debts coming due. The economic decline bottomed out in mid-2009 and the economy began to grow in the first quarter of 2010. However, a severe drought and fires in central Russia reduced agricultural output, prompting a ban on grain exports for part of the year, and slowed growth in other sectors such as manufacturing and retail trade. High oil prices buoyed Russian growth in the first quarter of 2011 and could help Russia reduce the budget deficit inherited from the lean years of 2008-09, but inflation and increased government expenditures may limit the positive impact of these revenues. Russia's long-term challenges include a shrinking workforce, a high level of corruption, difficulty in accessing capital for smaller, non-energy companies, and poor infrastructure in need of large investments.
Russia’s economy is entirely dependent on a steady increase in oil prices.

Alexsashenko 6-21. Sergei, former deputy minister of finance of the Russian Federation, former deputy governor of the Russian central bank and a scholar-in-residence in the Carnegie Moscow Center’s Economic Policy Program. 2011. carnegieeendowment.org 
Russia’s dependence on the oil price poses another significant medium-term risk. Already, two-thirds of Russia’s exports and almost half of its federal revenues are tied to the oil price. In fact, given current spending and investment trends, Russia’s budget and balance of payments will only stay balanced if the oil price continues to rise. And, even if it rises by 2 percent annually in real terms, the Economic Expert Group and the Gaidar Institute estimate that the deficit could rise to 10 percent of GDP by 2020 (from 0–2 percent currently) if today’s tax burden and economic growth rate hold and the government enacts all programs planned for the next five to seven years.3 Meanwhile, if the oil price were to stabilize—not even fall—the country’s fiscal position could easily deteriorate further and the implications for the current account balance could be even more dramatic. The current account strengthened in the first quarter of 2011 and led the Bank of Russia to allow significant ruble appreciation (15–20 percent) against the currencies of Russia’s biggest importers. But this was due entirely to the rising oil price, which increased from $70 per barrel at the beginning of 2010 to $107–$108 per barrel in the first half of 2011. History suggests that, if the current account balance shrinks to zero, a severe financial crisis and ruble devaluation are all but inevitable. At the current oil price and rate of import growth—41 percent from January to April 2011—Russia has just five to six quarters before this occurs. Of course, the outlook if the oil price were to fall is even worse.
Oil k2 Russian Economy
Any change in oil prices kills Russian economy 

Anna Korppoo, Senior Research Fellow for Energy Policy, 10. “Russia’s Climate Commitments: Which GDP Growth Contributes To Emissions?” via Google Scholar

It is notoriously difficult to estimate the future development of international oil prices, which could boost the Russian GDP to growth beyond its natural growth potential, i.e., over 4-5% per annum. The European Central Bank estimates that an oil price change by 1% changes Russia’s GDP growth by 0.5 percentage-points the same year 17. Further, Ollus (2007) has estimated that a US$10 increase in international oil prices translates to 2% increase of the Russian GDP.18 Figure 4 illustrates the correlation of the Russian GDP with oil prices

Current oil prices key to Russian economy—any decrease causes instability 

RIA Novosti, prominent Russian News Source, 10/10/10. “Russian economy to show stable growth with oil price above $60 - Kudrin” http://en.rian.ru/business/20101010/160898404.html

The Russian economy will demonstrate stable growth next year if global oil prices stay above $60 per barrel, Finance Minister Alexei Kudrin said on Sunday. According to the Russian government's forecast, the price of Russia's Urals oil blend is expected to stay at the level of $75 per barrel in 2010 and 2011 and rise to $78 per barrel in 2012 and to $79 per barrel in 2013. The government's projections for Russia's federal budget in the next three years are based on the average annual price of $70 per barrel. According to data of the Russian Finance Ministry, the average price of Urals oil blend was $77.4 per barrel in September 2010 compared with $67.15 per barrel in September 2009.

Oil k2 Russian Economy
Oil prices key to the ruble and Russian bond markets

Bloomberg 6/27/11.  “Russia’s Ruble Declines to Four-Week Low Versus Dollar as Oil Price Slides”, http://www.bloomberg.com/news/2011-06-27/russia-s-ruble-declines-to-four-week-low-versus-dollar-as-oil-price-slides.html
The ruble slid to its weakest against the dollar in a month as oil, Russia’s chief export earner, dropped on speculation the International Energy Agency may release more of its stockpiles to steady prices. The ruble lost 0.6 percent to 28.33 per dollar at the 5 p.m. close in Moscow, the weakest since May 25. The Russian currency was down 0.2 percent at 40.2 per euro, leaving it 0.4 percent weaker at 33.6715 versus the central bank’s target dollar-euro basket, its lowest level in two months based on closing prices. The IEA will act again if needed after announcing its third release of emergency stockpiles since its creation in 1974 last week, aimed at stabilizing prices as the war in Libya chokes global crude supplies, Executive Director Nobuo Tanaka said in Beijing June 25. Crude for August delivery dropped as much as $1.34 a barrel today, and last traded down 1 percent at $90.22 a barrel. “The oil and Russia relationship remains close,” Chris Weafer, chief strategist and head of research for Russia at ING Groep NV in Moscow, wrote in an e-mailed note June 25. Oil prices “will again be one of the major factors determining Moscow’s bourses and the ruble,” he wrote. Crude prices slipped 15 percent in the three months after the IEA last released emergency supplies in September 2005. The agency released stockpiles after Hurricane Katrina knocked out 10 percent of U.S. refining capacity. Russian government dollar bonds due 2015 fell, pushing the yield up eight basis points to 2.996 percent. The country’s ruble Eurobond yielded two basis points more at 7.021 percent. Non-deliverable forwards, which allow companies to hedge against currency movements, show the ruble at 28.6088 per dollar in three months. 

High oil prices drives the Russian equity market–key to stabilizing overall interest rates and maintaining social spending that’s the lynchpin of stability

Owain Bennallack (Develop executive editor), 3/3/11. “The one market you can buy on higher oil prices” http://www.fool.co.uk/news/investing/2011/03/03/the-one-market-you-can-buy-on-higher-oil-prices.aspx

Yes, we're talking about Russia. As Matthias Siller, Investment Manager at Baring Asset Manager explains: "There is generally a close relationship between the performance of the Russian equity market and the oil price, with Russia lagging slightly. In a stronger oil price environment, it is our belief that the Russian market will gain upward momentum." The following graph shows the relationship between the oil price and the Russian market very clearly: Source: Baring Asset Management / Datastream, as at 24 Feb 2011 You can clearly see that going on this prior trend, the Russian market could be about to shoot upwards. It's already started 2011 with a bang in comparison with most other emerging markets, which have wilted. More reasons to buy Russia We're not habitual graph followers at the Fool. But there are very strong reasons why Russia rises when the oil price does -- principally, that the country is a huge exporter of oil, and its markets are stuffed to overflowing with oil producers. In the short term at least, higher oil prices will massively boost their profitability. It's estimated that a $150 barrel of oil would increase Russian oil firm's operating profitability by an average of 60-80%. But Baring's Matthias Siller points to two other reasons to be optimistic about Russian equities in this climate: ■More taxes for the government: It's an election year in Russia, and incumbents flush with oil-fuelled tax receipts could well increase infrastructural and social security spending, to the benefit of banks, construction firms, property companies, and retailers. ■A boost to oil production: Russian oil companies badly need to upgrade their facilities to get more of their reserves to market. A higher oil price would give the Russian authorities leeway to introduce better tax incentives to encourage this, which could enable Russia's producers to increase their output and profits. The Russian market is on a P/E of just 10 and forecast to fall to around 7, so on the face of it this is pretty compelling opportunity.

Russian Instability Impact

Russian economic collapse causes global nuclear war

Steven David, Professor of International Relations and Associate Dean of Academic Affairs at the Johns Hopkins University, January/February 99. Saving America from the Coming Civil Wars, published in Foreign Affairs, http://www.foreignaffairs.org/19990101faessay955/steven-r-david/saving-america-from-the-coming-civilwars.html

If internal war does strike Russia, economic deterioration will be a prime cause. From 1989 to the present, the GDP has fallen by 50 percent. In a society where, ten years ago, unemployment scarcely existed, it reached 9.5 percent in 1997 with many economists declaring the true figure to be much higher. Twenty-two percent of Russians live below the official poverty line (earning less than $ 70 a month). Modern Russia can neither collect taxes (it gathers only half the revenue it is due) nor significantly cut spending. Reformers tout privatization as the country's cure-all, but in a land without well-defined property rights or contract law and where subsidies remain a way of life, the prospects for transition to an American-style capitalist economy look remote at best. As the massive devaluation of the ruble and the current political crisis show, Russia's condition is even worse than most analysts feared. If conditions get worse, even the stoic Russian people will soon run out of patience.  A future conflict would quickly draw in Russia's military. In the Soviet days civilian rule kept the powerful armed forces in check. But with the Communist Party out of office, what little civilian control remains relies on an exceedingly fragile foundation -- personal friendships between government leaders and military commanders. Meanwhile, the morale of Russian soldiers has fallen to a dangerous low. Drastic cuts in spending mean inadequate pay, housing, and medical care. A new emphasis on domestic missions has created an ideological split between the old and new guard in the military leadership, increasing the risk that disgruntled generals may enter the political fray and feeding the resentment of soldiers who dislike being used as a national police force. Newly enhanced ties between military units and local authorities pose another danger. Soldiers grow ever more dependent on local governments for housing, food, and wages. Draftees serve closer to home, and new laws have increased local control over the armed forces. Were a conflict to emerge between a regional power and Moscow, it is not at all clear which side the military would support.  Divining the military's allegiance is crucial, however, since the structure of the Russian Federation makes it virtually certain that regional conflicts will continue to erupt. Russia's 89 republics, krais, and oblasts grow ever more independent in a system that does little to keep them together. As the central government finds itself unable to force its will beyond Moscow (if even that far), power devolves to the periphery. With the economy collapsing, republics feel less and less incentive to pay taxes to Moscow when they receive so little in return. Three-quarters of them already have their own constitutions, nearly all of which make some claim to sovereignty. Strong ethnic bonds promoted by shortsighted Soviet policies may motivate non-Russians to secede from the Federation. Chechnya's successful revolt against Russian control inspired similar movements for autonomy and independence throughout the country. If these rebellions spread and Moscow responds with force, civil war is likely.  Should Russia succumb to internal war, the consequences for the United States and Europe will be severe. A major power like Russia -- even though in decline -- does not suffer civil war quietly or alone. An embattled Russian Federation might provoke opportunistic attacks from enemies such as China. Massive flows of refugees would pour into central and western Europe. Armed struggles in Russia could easily spill into its neighbors. Damage from the fighting, particularly attacks on nuclear plants, would poison the environment of much of Europe and Asia. Within Russia, the consequences would be even worse. Just as the sheer brutality of the last Russian civil war laid the basis for the privations of Soviet communism, a second civil war might produce another horrific regime.

Impacts - Miscalc
Russian economic strength key to maintain nuclear facilities and prevent miscalculation

Blair and Gaddy ’99 Bruce Blair is the president of the World Security Institute. He is an expert on U.S. and Russian security policies, specializing in nuclear forces and command-control systems. He was awarded a MacArthur Fellowship Prize for his research, work and leadership on de-alerting nuclear forces. Dr. Blair earned a Ph.D. in operations research at Yale University in 1984.  Clifford Gaddy has a Ph. D in economics from Duke University and has worked as a scholar in various Russian economic institutes. Summer 1999. “Russia’s Aging War Machine – Economic Weakness and the Nuclear Threat”. <http://www.brookings.edu/press/review/Summer99/Blair.pdf>
For Russia’s conventional forces, the combination of lack of resources and the time and effort that must be diverted to sheer survival has been devastating to combat readiness. But nowhere does the weakness and inefficiency of Russia’s state economy have more serious implications than in maintaining the sophisticated systems and men of the nuclear weapons complex. The strategic weapons themselves are fast reaching the end of their shelf life, and Russia cannot afford replacements . Current aging forces have become more vulnerable. Surveillance satellites and radars are wearing out. Russia’s early warning system is decaying as gaping holes develop and susceptibility to false alarms grows. Budget shortages, among other problems, prevent Russia from dispersing submarines and mobile land rockets into the sanctuaries of the oceans and forests. The Russian navy struggles to keep one or two ballistic missile submarines out of a fleet of twenty-six at sea, and at times cannot even do that. The Strategic Rocket Forces strain to disperse out of garrison into covert field locations a single regiment (nine missiles) of mobile rockets, out of a total mobile force of 350. Russian bomber pilots receive only about 20 hours of flight training a year, compared with 200 or more hours for their U.S. counterparts. Underground command posts are crumbling. Even the famous nuclear suitcases that accompany the president and other top authorities are falling into disrepair. Prestigious institutes, such as the laboratories that design nuclear weapons, build the deep underground command posts, and engineer the communications links that would be used to send the “go code” to the strategic rockets, are virtually bankrupt. Like the conventional forces, Russia’s nuclear units suffer from housing and food shortages, pay arrears, extended duty shifts owing to manpower shortages (massive draft evasion has depleted the enlisted ranks), and “moonlighting” to make ends meet. The competence and integrity of the generals who lead them have declined. They are demoralized and alienated from the state, which fails to support them, and the society, which no longer holds them in high esteem. They are themselves less impressive individuals owing to declining standards for admission to the higher military academies. Hardship and disaffection at all ranks, enlisted and officer corps alike, have sharply increased the rate of suicides, crime, and political activity (the latter illegal for active military personnel). Remarkably, cases of disobedience and protest have so far been rare (though the wives of nuclear officers often stage demonstrations, sometimes interfering with operational activities). To our knowledge, no one has yet vented frustration by threatening to use, or trying to use or steal, nuclear weapons. But conditions that might drive individuals or groups to violate nuclear safety rules or threaten to fire weapons are ripening. At the least , worsening conditions of life and work in the nuclear forces decrease proﬁciency in managing weapons and sap motivation to adhere strictly to safety rules. Greater Nuclear Reliance Amidst all this decay, Russia strives to maintain the option to ﬁre hundreds of missiles carrying thousands of warheads out of vulnerable silos on warning of an incoming missile strike. The crippled Russian missile force remains poised on hair-trigger alert, ready to ﬁre at a moment’s notice. This stance, inherently dangerous, is becoming more so as Russia’s nuclear command and early warning system deteriorates. By 1994 nuclear weapons had become the primary, and virtually the sole, pillar of Russian security. Recognizing its conventional military weakness along its entire border, the Russian government abandoned its longstanding commitment not to initiate the use of nuclear weapons in a conﬂict. Today Russia relies more than ever on using them first or launching them on warning of hostile missile attack. This growing reliance has not only lowered the nuclear threshold for intentional use but also increased the danger of mistaken or unauthorized use of nuclear weapons.
Impacts - Miscalc
Russian economic growth key to maintain chain of command and prevent miscalculation
Woolf ‘3 Amy F. Woolf works with the Congressional Research Service in the Foreign Affairs, Defense, and Trade Division. August 15, 2003 “Nuclear Weapons in Russia: Safety, Security, and Control Issues”. <http://www.au.af.mil/au/awc/awcgate/crs/ib98038.pdf>
The U.S. Defense Department has downplayed concerns about a loss of control over Russia’s nuclear weapons, noting that the central command structure remains in place. But some analysts fear that Russia could respond to the degradation of the system by disseminating codes needed to launch nuclear weapons to commanders in the field to make sure that these commanders could launch missiles in a conflict. This might increase the possibility of an accidental or unauthorized use of these weapons. According to Russian press reports, strategic rocket forces personnel have faced serious financial hardship. Inadequate funding for training and maintenance, along with low morale, could lead to an eventual breakdown of authority. Shooting incidents at facilities that house nuclear weapons or materials and onboard a nuclear-powered attack submarines have raised further concerns about the reliability of Russia’s military personnel. Although problems with the troops probably would not lead to the unauthorized use of nuclear weapons, they could make it difficult for Russia to remain confident in the reliability and effectiveness of its nuclear deterrent. The National Intelligence Council reported, in February 2002, that these concerns had eased somewhat in recent years, as the Russian economy had improved and wages were restored. Russia has also implemented several programs that screen troops responsible for nuclear weapons for psychological, drug, and alcohol problems.
Impacts – Proliferation (nuke theft)
Russian economic decline causes nuclear theft and proliferation
Lee ‘3 Lee Rensselaer is an authority on international crime and narcotics and nuclear security issues. A Stanford Ph.D., he is president of Global Advisory Services. He is a Senior Fellow at the Foreign Policy Research Institute. Spring 2003 “Nuclear Smuggling: Patterns and Responses”.

Both supply- and demand-side factors operate to exacerbate proliferation pressures in Russia and the other newly independent states. The disintegration of the USSR and its “guards, guns, gates, and gulags” machinery of totalitarian control made privatized nuclear deals both thinkable and possible. An ongoing economic crisis there during most of the 1990s, combined with shrinking government orders for nuclear goods, had severe repercussions within the nuclear weapons complex. Insufficient attention was paid to protective regimes for nuclear materials; according to various Western and Russian accounts, perimeter walls and fences disintegrated, guard forces were downsized, security alarms stopped functioning, and materials accounting systems fell into disarray. 4 More important, the economic downturn virtually destroyed the Sovietera lifestyle of employees of nuclear facilities, heightening the risk of illegal nuclear deals. While the overall Russian economy has improved in recent years, conditions in the nuclear sector still are problematic. As a July 2001 Department of Energy Strategic Plan notes, “Many nuclear workers who in the past were part of the Soviet elite now live under difficult conditions because wages are often delayed and the quality of available food, housing, and medical care has declined.” 5 Reports of numerous strikes and work stoppages organized in response to these conditions underscore the widespread economic malaise that pervades the nuclear complex. Such grim circumstances increase the odds that insider personnel could be tempted to steal and sell nuclear materials to which they have access, especially if presented with a genuine offer for such wares. 
Every new nuclear state increases the risk of nuclear war
ICNND 2009 (International Commission on Nuclear Non-Proliferation and Disarmament, chaired by Gareth Evans and Yoriko Kawaguchi, Eliminating Nuclear Threats, http://www.icnnd.org/reference/reports/ent/pdf/ICNND_Report-EliminatingNuclearThreats.pdf)

3.1 Ensuring that no new states join the ranks of those already nuclear armed must continue to be one of the world’s top international security priorities. Every new nuclear-armed state will add significantly to the inherent risks – of accident or miscalculation as well as deliberate use – involved in any possession of these weapons, and potentially encourage more states to acquire nuclear weapons to avoid being left behind. Any scramble for nuclear capabilities is bound to generate severe instability in bilateral, regional and international relations. The carefully worked checks and balances of interstate relations will come under severe stress. There will be enhanced fears of nuclear blackmail, and of irresponsible and unpredictable leadership behaviour. 3.2 In conditions of inadequate command and control systems, absence of confidence building measures and multiple agencies in the nuclear weapons chain of authority, the possibility of an accidental or maverick usage of nuclear weapons will remain high. Unpredictable elements of risk and reward will impact on decision making processes. The dangers are compounded if the new and aspiring nuclear weapons states have, as is likely to be the case, ongoing inter-state disputes with ideological, territorial, historical – and for all those reasons, strongly emotive – dimensions. 3.3 The transitional period is likely to be most dangerous of all, with the arrival of nuclear weapons tending to be accompanied by sabre rattling and competitive nuclear chauvinism. For example, as between Pakistan and India a degree of stability might have now evolved, but 1998–2002 was a period of disturbingly fragile interstate relations. Command and control and risk management of nuclear weapons takes time to evolve. Military and political leadership in new nuclear-armed states need time to learn and implement credible safety and security systems. The risks of nuclear accidents and the possibility of nuclear action through inadequate crisis control mechanisms are very high in such circumstances. If this is coupled with political instability in such states, the risks escalate again. Where such countries are beset with internal stresses and fundamentalist groups with trans-national agendas, the risk of nuclear weapons or fissile material coming into possession of non-state actors cannot be ignored. 3.4 The action–reaction cycle of nations on high alerts, of military deployments, threats and counter threats of military action, have all been witnessed in the Korean peninsula with unpredictable behavioural patterns driving interstate relations. The impact of a proliferation breakout in the Middle East would be much wider in scope and make stability management extraordinarily difficult. Whatever the chances of “stable deterrence” prevailing in a Cold War or India–Pakistan setting, the prospects are significantly less in a regional setting with multiple nuclear power centres divided by multiple and cross-cutting sources of conflict.

Impacts - Proliferation

Strong Russian economy key to prevent nuclear material theft

NIC ‘2 The NIC is a center of strategic thinking within the US Government, reporting to the Director of National Intelligence (DNI) and providing the President and senior policymakers with analyses of foreign policy issues. February 2002. “Annual Report to Congress on the Safety and Security of Russian Nuclear Facilities and Military Forces”.
Economics and Personnel Reliability.  Even after technical modernization, security for weapons-usable nuclear material depends largely on the diligence, competence, and morale of personnel who monitor systems and guard material and facilities and on managers who must emphasize security over production.  Programs to improve physical security, accountability, and training could be undermined by disgruntled Russian personnel or unreceptive managers and employees. Because of improvements in the national economy, Russia and Minatom are now able to pay personnel on time.  Thus, for now, compensation and benefits appear adequate, and personnel no longer face the financial pressures of the late 1990s that might have led some to permit or actively participate in weapons-usable nuclear material theft. Convenience and pressure to produce also can contribute to lapses in security.  US Government Accounting Office auditors noted in their February 2001 report that, at one facility, a gate in a fence emplaced with US aid around a weapons-usable nuclear material storage building was routinely left open and unguarded during the day.  Russian officials explained that it was simply too much trouble for the employees to open and close the combination lock repeatedly as they entered and left the building.  This practice, however, undermined control of access and meant that the only security measures in effect were the perimeter fence and guards at the facility.

A2: No nuclear theft
Theft of fissile materials from Russia is possible and probable

Lee ‘3 Lee Rensselaer is an authority on international crime and narcotics and nuclear security issues. A Stanford Ph.D., he is president of Global Advisory Services. He is a Senior Fellow at the Foreign Policy Research Institute. Spring 2003 “Nuclear Smuggling: Patterns and Responses”.

Yet the observed reality of the nuclear traffic may not accurately reflect the pattern of the traffic as a whole. The elements of a true market, so far undetected by Western observers, may, in fact, already be in place. (A US intelligence system that failed to detect and warn against the meticulously planned and coordinated terrorist attacks of 11 September 2001 also might fail to uncover a sophisticated conspiracy to smuggle militarily significant quantities of nuclear material out of Russia.) Indeed, who knows whether or not something “terrible” might have happened? In a revealing 1998 incident suggestive of a highly unstable security climate, the Russian Federal Security Service (FSB) foiled an attempt by “staff members” of a nuclear weapons plant in Chelyabinsk province to steal some 18.5 kilograms of what was believed to be highly-enriched uranium, possibly within the technical range for a workable atomic bomb. It is not clear where the material was headed or who the customer was. Also unclear is how much material might have been stolen and transferred before the FSB clamped down on the conspiracy. 18
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