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Saudi 1NC

Shift from oil is slow now, but when it occurs, the US will back out of Saudi engagement and regional affairs
Miller, assistant professor of international-security studies at the National Defense University. He previously served as director for Afghanistan on the National Security Council staff from 2007–2009, 6-28

Paul D. Miller, assistant professor of international-security studies at the National Defense University. He previously served as director for Afghanistan on the National Security Council staff from 2007–2009, 6-28-12, [“The Fading Arab Oil Empire,” National Interest, http://nationalinterest.org/article/the-fading-arab-oil-empire-7072?page=show] E. Liu
Those policies were largely sensible efforts to maintain the security of world energy supplies. However, they make less sense in light of the brewing realities in the world oil market. These developments—the world’s increasing energy efficiency and the Middle East’s loss of its comparative advantage in oil production—will take time to play out fully. But they have been under way for several decades already. In two decades or so, the global oil market and the Middle East’s geopolitical influence will be dramatically different from what they are today. The Middle East will remain an important player, but it will no longer be able to act as the “central bank of oil,” as the princes of Saudi Arabia style their kingdom. Moreover, it will forever lose the ability to credibly threaten to wield oil as a weapon. The sword of Damocles that has implicitly hovered over the West since the 1970s will be gone. That means the central goal of U.S. foreign policy in the Middle East will essentially be achieved: no power will be able to threaten the United States with unacceptable leverage over the American economy. That is because oil itself will be less important, and the world oil market will be more diffuse and diverse. The importance of this development cannot be overstated. It is a tectonic shift in the geopolitical balance of power, a strategically pivotal development only slightly less momentous than the fall of the Soviet Union. It is the slow-motion collapse of the Middle Eastern oil empire. In turn, the United States can and should begin to adapt its foreign policy to reflect these realities. It can look with more complacency on the rise and fall of particular regimes across the Middle East and North Africa. The Arab Spring, even if it brings to power moderate Islamist governments, is unlikely to threaten American interests. Washington also can play a less active part in conflicts between states, reverting to a role more like its indirect support for Iraq against Iran and less like its direct involvement in the 1991 and 2003 Iraq wars. Further, it can speak out more freely against tyranny and human-rights abuses, especially in Saudi Arabia, one of the most oppressive countries on earth. It can reclaim its position as the advocate of global liberalism, undoing the damage to the U.S. brand done by its close association with Middle Eastern dictators.

Saudi 1NC

Investing in alternative transportation infrastructure lowers oil demand
Konrad 1/26/12
[Tom Konrad, energy contributor to Forbes, editor at Alt Energy Stocks, http://www.forbes.com/sites/tomkonrad/2012/01/26/the-end-of-elastic-oil/3/]
World oil demand’s very significant response to changes in the oil price implies that demand is now playing a much bigger role in the adjustments the oil market makes to changes in price than it has in the past. Because oil supply has become less elastic and less responsive to changes in price, oil prices have become much more volatile in order to force market adjustments. The chart below shows that while the magnitude (either up or down) of annual changes in supply and consumption have been in the 3% to 7% range for the last quarter of a century, the magnitude of oil price changes has been rising relentlessly. In the 1990s, oil prices usually changed by an average of 25% or less per year, while they now typically change by three or four times that amount in any given year. If the price elasticity of the oil market had not been falling over time, the increasing magnitude of changes in oil prices would have produced a similar increase in the magnitude changes in oil supply and demand. As the Market For Oil Becomes Less Flexible, We Should Make the Market for Transportation Services More Flexible to Compensate If what we care about are the effects on the economy, it does not matter how much oil is in the ground. Over the last ten years, we have see a structural change in the oil market which will continue to have far-reaching effects on the economy even if we manage to increase the amount of oil produced. Before 2000, oil supply did the heavy lifting when it came to balancing supply and demand in the oil market. That is no longer the case, and the oil price signal has grown significantly stronger in order to elicit a response in demand. With 2% of the world’s oil reserves, changes in the US supply of oil will remain insignificant in the world oil supply demand picture, developments in the Bakken shale and cheer leading from political leaders notwithstanding. On the other hand, as the consumer of a quarter of the world’s oil supply, we can have a significant effect on the world oil market by making sure that our economy can adjust quickly and easily to changes in the oil price. What measures can we take to increase the elasticity of oil demand, and reduce the pain of demand destruction? Measures which increase our citizen’s options for reducing oil use. Increased investment in alternative modes of transport, such as mass transit (both buses and rail), bike lanes, bike and car sharing, and walking improvements to allow many more workers the option of getting to their jobs without the use of a personal car. Improvements in our nation’s rail system to allow more freight to be shifted from truck to rail. Increasing gas taxes slowly and predictably over time to both fund the above improvements, and to signal to consumers that they need to prepare for long term higher prices by purchasing more efficient vehicles and changing where they live so that they have the ability to reduce their driving. The use of road congestion pricing, pay as you drive insurance, and other price signals that give people the right market signals and enhance the most efficient use of our nation’s roadways. Encouraging the electrification of transport (including the alternative transport options mentioned above) to provide transport options which are not dependent on oil. In short, we need to make the market for transportation services more efficient by encouraging new entrants (mass transit, bikes, trains) and competition with the incumbent car/internal combustion engine infrastructure. Competition within the car infrastructure should also be encouraged by sending price signals such as the slowly and predictably increasing gas tax mentioned above to better reflect the dangers to our economy posed by the new oil market regime.
Saudi 1NC

US-Saudi relations decline causes Saudi prolif – Iran makes it very probable

Amlin, Monterey Institute of International Studies, 08
Kate Amlin, Monterey Institute of International Studies, 8-1-08, [“Will Saudi Arabia Acquire Nuclear Weapons?,” NTI, www.nti.org/analysis/articles/will-saudi-acquire-nuclear-weapons/] E. Liu
Another potential motivation for Saudi proliferation is the souring of U.S.-Saudi relations, especially when such a scenario is combined with Iran's development of a nuclear arsenal. Saudi Arabia has long been a critical U.S. ally in the Middle East, and the countries share an interest in containing militant Middle Eastern regimes such as Iran and maintaining the export of Saudi oil supplies to the rest of the world.[33] The Saudis currently rely on the United States for security assurances, and would expect the United States to defend them from a regional aggressor. Yet, Riyadh has reservations about the nature of U.S. support, and worries that a divergence in national interests would prevent the United States from fully protecting Saudi Arabia in a future crisis.[34] In a notable example of this concern, U.S. President Jimmy Carter sent F-15 fighter aircraft to the Persian Gulf to protect the Saudis when war broke out between Iran and Iraq in 1980. However, Carter demonstrated that U.S. support for the Saudi kingdom had its limits when he announced that the aircraft were sent to the Gulf unarmed.[35] More recently, in 2003, the U.S. government reduced the number of forces that it had stationed in Saudi Arabia from 5,000 to 400 troops.[36] Worry that the United States would provide similarly weak support for their Kingdom in a future crisis, for instance if Iran invaded, may drive Saudi Arabia to build a nuclear arsenal to deter aggression autonomously. This scenario would become more likely in the future if Iran demonstrates a desire to build nuclear weapons, as Saudi Arabia would be vulnerable to an aggressive, stronger neighbor without the assurance of U.S. support. Constraints on Saudi Proliferation However, other experts on Saudi Arabia contend that the U.S.-Saudi strategic relationship currently acts as a disincentive that inhibits Saudi Arabia from developing nuclear weapons. Because Saudi Arabia depends on the United States for conventional armaments and military support during crises, Riyadh does not want to proliferate at the present time because doing so would deeply strain the U.S.-Saudi relationship, perhaps to an irrevocable degree. Analysts Cabrera-Farraj and Salama contend that the desire to maintain U.S. support makes the Saudis unwilling to proliferate in the current Middle Eastern security environment, since procuring unconventional armaments would ruin the U.S.-Saudi relationship and could mean that the United States would not help Saudi Arabia defend itself against an aggressive Iran.[37] Bahgat seconds this view, concluding that no evidence suggests that the U.S.-Saudi relationship will sour in the near future, and the United States and Saudi Arabia are likely to share common interests for many years, creating a strong reason for Saudi Arabia not to develop nuclear weapons.[38]

Saudi 1NC

Saudi prolif is fast and causes regional proliferation and nuclear war – Draws-in great powers

Edelman, Hertog Distinguished Practitioner in Residence at the Paul H. Nitze School of Advanced International Studies at The Johns Hopkins University, et al., 11
Eric S. Edelman, Hertog Distinguished Practitioner in Residence at the Paul H. Nitze School of Advanced International Studies at The Johns Hopkins University. He retired as a career minister from the U.S. Foreign Service in 2009. He has served in senior positions at the Departments of State and Defense as well as the White House, visiting scholar at the Philip Merrill Center for Strategic Studies at the Johns Hopkins University and a senior associate of the International Security Program at the Belfer Center for Science and International Affairs at Harvard University, as well as a distinguished fellow at the Center for Strategic and Budgetary Assessments, et al., Andrew F. Krepinevich, and Evan Braden Montgomery, 1/2-11,  [“The Dangers of a Nuclear Iran The Limits of Containment,” foreign affairs.January/February 2011, http://www.foreignaffairs.com/articles/67162/eric-s-edelman-andrew-f-krepinevich-jr-and-evan-braden-montgomer/the-dangers-of-a-nuclear-iran] E. Liu

There is, however, at least one state that could receive significant outside support: Saudi Arabia. And if it did, proliferation could accelerate throughout the region. Iran and Saudi Arabia have long been geopolitical and ideological rivals. Riyadh would face tremendous pressure to respond in some form to a nuclear-armed Iran, not only to deter Iranian coercion and subversion but also to preserve its sense that Saudi Arabia is the leading nation in the Muslim world. The Saudi government is already pursuing a nuclear power capability,which could be the first step along a slow road to nuclear weapons development. And concerns persist that it might be able to accelerate its progress by exploiting its close ties to Pakistan. During the 1980s, in response to the use of missiles during the Iran-Iraq War and their growing proliferation throughout the region,Saudi Arabia acquired several dozen css-2 intermediate-range ballistic missiles from China.The Pakistani government reportedly brokered the deal,and it may have also oªered to sell Saudi Arabia nuclear warheads for the css-2s, which are not accurate enough to deliver conventional warheads eªectively. There are still rumors that Riyadh and Islamabad have had discussions involving nuclear weapons, nuclear technology, or security guarantees. This “Islamabad option” could develop in one of several diªerent ways. Pakistan could sell operational nuclear weapons and delivery systems to Saudi Arabia, or it could provide the Saudis with the infrastructure, material, and technical support they need to produce nuclear weapons themselves within a matter of years,as opposed to a decade or longer.Not only has Pakistan provided such support in the past, but it is currently building two more heavy-water reactors for plutonium production and a second chemical reprocessing facility to extract plutonium from spent nuclear fuel. In other words, it might accumulate more fissile material than it needs to maintain even a substantially expanded arsenal of its own. Alternatively,Pakistan might offer an extended deterrent guarantee to Saudi Arabia and deploy nuclear weapons, delivery systems, and troops on Saudi territory,a practice that the United States has employed for decades with its allies. This arrangement could be particularly appealing to both Saudi Arabia and Pakistan. It would allow the Saudis to argue that they are not violating the npt since they would not be acquiring their own nuclear weapons.And an extended deterrent from Pakistan might be preferable to one from the United States because stationing foreign Muslim forces on Saudi territory would not trigger the kind of popular opposition that would accompany the deployment of U.S.troops.Pakistan,for its part,would gain financial benefits and international clout by deploying nuclear weapons in Saudi Arabia, as well as strategic depth against its chief rival, India. The Islamabad option raises a host of di⁄cult issues, perhaps the most worrisome being how India would respond. Would it target Pakistan’s weapons in Saudi Arabia with its own conventional or nuclear weapons? How would this expanded nuclear competition influence stability during a crisis in either the Middle East or South Asia? Regardless of India’s reaction, any decision by the Saudi government to seek out nuclear weapons, by whatever means, would be highly destabilizing. It would increase the incentives of other nations in the Middle East to pursue nuclear weapons of their own. And it could increase their ability to do so by eroding the remaining barriers to nuclear proliferation: each additional state that acquires nuclear weapons weakens the nonproliferation regime, even if its particular method of acquisition only circumvents,rather than violates,the npt. n-player competition Were Saudi Arabia to acquire nuclear weapons, the Middle East would count three nuclear-armed states, and perhaps more before long. It is unclear how such an n-player competition would unfold because most analyses of nuclear deterrence are based on the U.S.Soviet rivalry during the Cold War.It seems likely,however,that the interaction among three or more nuclear-armed powers would be more prone to miscalculation and escalation than a bipolar competition. During the Cold War, the United States and the Soviet Union only needed to concern themselves with an attack from the other. Multipolar systems are generally considered to be less stable than bipolar systems because coalitions can shift quickly, upsetting the balance of power and creating incentives for an attack. More important, emerging nuclear powers in the Middle East might not take the costly steps necessary to preserve regional stability and avoid a nuclear exchange.For nuclear-armed states,the bedrock of deterrence is the knowledge that each side has a secure second-strike capability,so that no state can launch an attack with the expectation that it can wipe out its opponents’forces and avoid a devastating retaliation. However, emerging nuclear powers might not invest in expensive but survivable capabilities such as hardened missile silos or submarinebased nuclear forces. Given this likely vulnerability, the close proximity of states in the Middle East,and the very short flight times of ballistic missiles in the region,any new nuclear powers might be compelled to “launch on warning” of an attack or even, during a crisis, to use their nuclear forces preemptively. Their governments might also delegate launch authority to lower-level commanders,heightening the possibility of miscalculation and escalation. Moreover, if early warning systems were not integrated into robust command-and-control systems, the risk of an unauthorized or accidental launch would increase further still.And without sophisticated early warning systems, a nuclear attack might be unattributable or attributed incorrectly. That is, assuming that the leadership of a targeted state survived a first strike ,it might not be able to accurately determine which nation was responsible.And this uncertainty, when combined with the pressure to respond quickly ,would create a significant risk that it would retaliate against the wrong party, potentially triggering a regional nuclear war. Most existing nuclear powers have taken steps to protect their nuclear weapons from unauthorized use:from closely screening key personnel to developing technical safety measures, such as permissive action links, which require special codes before the weapons can be armed. Yet there is no guarantee that emerging nuclear powers would be willing or able to implement these measures,creating a significant risk that their governments might lose control over the weapons or nuclear material and that nonstate actors could gain access to these items.Some states might seek to mitigate threats to their nuclear arsenals; for instance, they might hide their weapons. In that case, however, a single intelligence compromise could leave their weapons vulnerable to attack or theft. Meanwhile, states outside the Middle East could also be a source of instability.Throughout the Cold War,the United States and the Soviet Union were engaged in a nuclear arms race that other nations were essentially powerless to influence. In a multipolar nuclear Middle East, other nuclear powers and states with advanced military technology could influence—for good or ill—the military competition within the region by selling or transferring technologies that most local actors lack today: solid-fuel rocket motors, enhanced missile-guidance systems, warhead miniaturization technology,early warning systems,air and missile defenses. Such transfers could stabilize a fragile nuclear balance if the emerging nuclear powers acquired more survivable arsenals as a result. But they could also be highly destabilizing. If, for example, an outside power sought to curry favor with a potential client state or gain influence with a prospective ally, it might share with that state the technology it needed to enhance the accuracy of its missiles and thereby increase its ability to launch a disarming first strike against any adversary. The ability of existing nuclear powers and other technically advanced military states to shape the emerging nuclear competition in the Middle East could lead to a new Great Game,with unpredictable consequences
Russia 1NC
Oil prices are on the rise now – geopolitical tensions 

Rapoza ‘12

[Kenneth Rapoza, Contributor to forbes Covering Brazil, Russia, India & China.  1/28/12 http://www.forbes.com/sites/kenrapoza/2012/01/28/high-oil-prices-bode-well-for-russian-government/]

High oil prices mean more cash flowing into the Russian government. The country is dependent on energy exports to keep its budget surplus in tact. Oil futures cracked $100 a barrel this week, before settling at $99.56 for the May contract for WTI crude.  Still, prices like that bode well for Russia’s public coffers.  International Monetary Fund’s Moscow representative, Odd Per Brekk, said in an interview with Russian newswire Ria Novosti that high oil prices actually opened a “window of opportunity” for the country to take measures to strengthen and protect its economy from the ongoing problems facing Europe, it’s biggest oil and gas customer.  To take full advantage of this opportunity, Brekk said, the Russian government must undertake a complete economic transformation – keeping inflation at 3%-5%, cutting budget expenses, improving the financial sector and reducing its dependence on commodities materials. One way to do it is to use their oil wealth as a means to justify reform.  Current geopolitical events are supporting high oil prices, mainly problems in Libya and Syria, and a new oil embargo against Iran. Ria Novosti also noted in its report that Iraq was contributing to high oil prices as well. As U.S. troops head home, some oil firms are looking at the security risks there and wondering if it is worth maintaining current projects.  Russia’s government is expecting that the Iran oil embargo will contribute to a 10%-15% rise in oil prices, including the possibility of Iran closing the Strait of Hormuz, an important oil route in the Middle East. 

Russia 1NC
Investing in alternative transportation infrastructure lowers oil demand
Konrad 1/26/12

[Tom Konrad, energy contributor to Forbes, editor at Alt Energy Stocks, http://www.forbes.com/sites/tomkonrad/2012/01/26/the-end-of-elastic-oil/3/]

World oil demand’s very significant response to changes in the oil price implies that demand is now playing a much bigger role in the adjustments the oil market makes to changes in price than it has in the past. Because oil supply has become less elastic and less responsive to changes in price, oil prices have become much more volatile in order to force market adjustments. The chart below shows that while the magnitude (either up or down) of annual changes in supply and consumption have been in the 3% to 7% range for the last quarter of a century, the magnitude of oil price changes has been rising relentlessly. In the 1990s, oil prices usually changed by an average of 25% or less per year, while they now typically change by three or four times that amount in any given year. If the price elasticity of the oil market had not been falling over time, the increasing magnitude of changes in oil prices would have produced a similar increase in the magnitude changes in oil supply and demand. As the Market For Oil Becomes Less Flexible, We Should Make the Market for Transportation Services More Flexible to Compensate If what we care about are the effects on the economy, it does not matter how much oil is in the ground. Over the last ten years, we have see a structural change in the oil market which will continue to have far-reaching effects on the economy even if we manage to increase the amount of oil produced. Before 2000, oil supply did the heavy lifting when it came to balancing supply and demand in the oil market. That is no longer the case, and the oil price signal has grown significantly stronger in order to elicit a response in demand. With 2% of the world’s oil reserves, changes in the US supply of oil will remain insignificant in the world oil supply demand picture, developments in the Bakken shale and cheer leading from political leaders notwithstanding. On the other hand, as the consumer of a quarter of the world’s oil supply, we can have a significant effect on the world oil market by making sure that our economy can adjust quickly and easily to changes in the oil price. What measures can we take to increase the elasticity of oil demand, and reduce the pain of demand destruction? Measures which increase our citizen’s options for reducing oil use. Increased investment in alternative modes of transport, such as mass transit (both buses and rail), bike lanes, bike and car sharing, and walking improvements to allow many more workers the option of getting to their jobs without the use of a personal car. Improvements in our nation’s rail system to allow more freight to be shifted from truck to rail. Increasing gas taxes slowly and predictably over time to both fund the above improvements, and to signal to consumers that they need to prepare for long term higher prices by purchasing more efficient vehicles and changing where they live so that they have the ability to reduce their driving. The use of road congestion pricing, pay as you drive insurance, and other price signals that give people the right market signals and enhance the most efficient use of our nation’s roadways. Encouraging the electrification of transport (including the alternative transport options mentioned above) to provide transport options which are not dependent on oil. In short, we need to make the market for transportation services more efficient by encouraging new entrants (mass transit, bikes, trains) and competition with the incumbent car/internal combustion engine infrastructure. Competition within the car infrastructure should also be encouraged by sending price signals such as the slowly and predictably increasing gas tax mentioned above to better reflect the dangers to our economy posed by the new oil market regime.

US purchases of oil control its market price – Reductions in consumption decrease its price

Jaffe, Wallace S. Wilson Fellow for Energy Studies at the James A. Baker III Institute for Public Policy at Rice University , 08 

Amy Myers Jaffe, Wallace S. Wilson Fellow for Energy Studies at the James A. Baker III Institute for Public Policy at Rice University, 4/5-08, [“The Impending Oil Shock: An Exchange,” Survival: Global Politics and Strategy, 50:4, 61-82, http://www.tandfonline.com/doi/abs/10.1080/00396330802329048] E. Liu
Given the large scale of US purchases, incremental US acquisitions of oil affect its overall international market price. Stated another way, the cost of each marginal barrel is higher than the price paid for that barrel, since this additional purchase affects the costs of all oil consumed. From the perspective of the United States, this constitutes an externality.6 On the other hand, the fact that the United States faces a rising supply curve for oil gives it monopsony power. To the extent that America, or a group of consuming countries on a comparable scale, takes concrete actions to reduce the size of its purchases, it can lower the market price of oil. This can happen by accident (as, in the past, through economic recessions) or by sound public policy, which is the preferable path and the one Elhefnawy advocates.

Russia 1NC
Decreases in oil pricing shocks the Russian economy and stunts growth 

Rapoza 4/3/12

[Kenneth Rapoza, Contributor to forbes Covering Brazil, Russia, India & China. http://www.forbes.com/sites/kenrapoza/2012/04/03/oil-a-problem-for-russian-economy-official-says/]

Russia, awash in oil and natural gas. It’s the reason why the economy has a budget surplus, and for some it is the reason why Vladimir Putin and United Russia are still in power. Follow the rising price of oil over the last seven years and you will see the rising GDP of the Russian economy right along with it. It’s national icon, Gazprom, is a multi-billion dollar, football sponsoring natural gas behemoth. The biggest in the world. And companies like it, from Rosneft to the privately held Lukoil oil are bad news for the Russians in the not-so-distant future. Combined they and others in the oil and gas biz account for 75% of Russia’s exports. “Economic growth will promptly fall to two or three percent a year in case of further dominance of the raw materials and fuel sector in the economy as it is now,” Russian Development Minister Elvira Nabiullina told a forum in Moscow on Tuesday. The country’s economic development may get stuck at the level of Japan she warned, something no decent developing nation would wish on their worst enemy. Japan is lucky if it grows 1% a year on average over the course of a five year stretch. Russia’s economy grew 4.3% last year, and is forecast by the government to grow at 3.7% if Urals oil price averages are $100 per barrel. She warned that a fall in GDP growth rates by 0.7-1.7% will cause “a rapid loss of (Russia’s) share of the global market and, what is most important, will reduce opportunities for increasing incomes and living standards.” As an investment story, Russia is known as an oil and gas play. Like the country or not, where oil goes, Russia’s economy will go right along with it. That’s great when Brent crude and its accompanying cheaper oil, Urals, is well over $80 a barrel. High oil prices is helping finance the new skyline of Moscow. Across from the Moscow River, near where Stalin built his great architectural works in honor of the Russian peoples’ success in World War II, are shiny silver and gold skyscrapers with Sberbank and VTB Capital logos on them. Moscow wants to be a mini-Frankfurt. Better yet, bigger than Frankfurt. It wants to be one of the biggest financial markets in the emerging world. Brazil and China have it beat. Russia’s one trick pony economy is why. Last October, Alexei Kudrin, then Finance Minister of Russia, said that the economy would be okay if Urals priced at $60. Below that and you get budget deficits and credit contraction. That’s no way to build for the future, especially in Moscow, which at first glance is aching to modernize and doing so as fast as Russia can. Russia might not have to worry about oil prices this year, and maybe not even next year. But Russia will be around for many years after that and oil prices are not expected to rise forever. At some point, China growth will stabilize. That is actually happening now. India will stabilize. Europe will continue its move away from oil, as will the U.S. It’s demand will stabilize. That might not be the case for another five to 10 years, but Russia will still be on God’s green Earth and if the good Minister is correct in her assessment, and everyone who watches Russia closely knows she is, then Russia will be in for a long, cold winter despite its collection of cheap Gazprom gas. It’s not that Russia doesn’t have the brain power to get over its oil addiction. The government is investing millions in backing start-up entrepreneurs out of the newly created Skolkovo Iniative, a mini-Silicon Valley, or so it hopes, in the suburbs of Москва (that’s Moscow). It’s got the brain power and the tech talents to build a more innovative economy, but moves to do so are still in their infancy. Only very recently has Russian venture capital started to discover Russian entrepreneurs. Only recently have Russia’s biggest funds like Troika Dialog tried to tap the rich U.S. market to convince American institutional investors that Russian financial markets are worth investing in
Russia 1NC
Russian economic decline spills over and sparks nuclear conflict
David 99 
[Steven, Professor of Political Science at Johns Hopkins University, “Internal War: Causes and Cures”, July, https://muse.jhu.edu/journals/world_politics/related/v049/49.4er_brown.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. Most alarming is the real possibility that the violent disintegration of Russia could lead to loss of control over its nuclear arsenal. Nonuclear state has ever fallen victim to civil war, but even without a clear precedent the grim consequences can be foreseen. Russia retains some 20,000 nuclear weapons and the raw material for tens of thousands more, in scores of sites scattered throughout the country. So far, the government has managed to prevent the loss of any weapons or much material. If war erupts, however, Moscow's already weak grip on nuclear sites will slacken, making weapons and supplies available to a wide range of anti-American groups and states. Such dispersal of nuclear weapons represents the greatest physical threat America now faces. And it is hard to think of anything that would increase this threat more than the chaos that would follow a Russian civil war.
***General Uniqueness and Links***
Demand High – Oil 

US demand for oil increases now – petroleum exports raise prices

Folks 2/7/12

[Jeffrey Folks, 2/7/12 Professor of Letters in the Graduate School of Doshisha University http://www.americanthinker.com/2012/02/enough_oil.html]

A report for November 2011 indicated that, for the first time in forty years, the U.S. was a net exporter of petroleum products. Liberals seized on this report as evidence that the U.S. needs no acceleration in drilling, no XL pipeline -- indeed, no new exploration or production of any kind. This was the point of a politicsusa.com piece by Ray Medeiros appearing on January 2. In this piece, the author referred to drilling for energy independence as "the big GOP lie" and noted that America is already exporting oil products. The "ONLY real solution," Medeiros writes, is more government regulation and increased subsidies for green energy. How mistaken liberals are, especially when it comes to energy independence. First of all, the export of energy products such as refined fuel, kerosene, and lubricating oils bears no relation to the importation of oil, which still proceeds at 9 million barrels per day. If anything, the two figures operate inversely: the more refined products we export, the more unrefined oil we must import as feedstock for our refineries. In reality, the U.S. still imports 51% of its oil despite the existence of vast undeveloped reserves to be found offshore and onshore. The fact that America imports 51% of its oil, at huge cost and from unfriendly regimes including Venezuela, is hardly an argument to halt drilling. Yet that is the argument filling the pages of liberal media like the Huffington Post. America has an abundance of oil, we are told. After all, America is an oil exporter -- an outright falsehood, but one that sounds plausible to casual readers. And in the greatest lie of all, "we need not worry about future energy security. We have enough oil to be exporting it, so we need not look for more." Not to be left behind by his green supporter, the president immediately seized on the report as grounds for eliminating $4 billion in annual tax adjustments for oil and gas companies -- tax breaks similar to those enjoyed by businesses in other sectors. The logic, apparently, is that oil companies that are able to export their products must be doing well, so $4 billion should be confiscated from them and handed over to solar and wind companies like Solyndra. That is the gist of Obama's suggestion that the "money saved ... be invested in new energy resources." In point of fact, the International Energy Agency recently issued a warning that global oil supplies will be tight in 2012. Stockpiles are dwindling. Global demand for 2012 is estimated at 90.5 million barrels per day. At the end of 2011, global production was estimated to be 90.2 million bpd. With many of the world's older oil fields depleted, significant new production is needed to avoid a shortfall and price-squeeze. The most recent economic reports in the U.S. and China, the world's top consumers of petroleum products, only add to the argument for increased oil and gas production. Increased employment in the U.S. will inevitably lead to more energy consumption. In China, where the overall economy has cooled along with the housing market, 2012 GDP is still predicted to expand at more than 8%. And while Europe may experience a mild recession, that slowdown is expected to be brief. Once Europe, China, and the U.S. return to normal levels of growth, demand for oil will increase well above 90 million bpd. Along with increased demand will come higher prices, and this is where domestic production is so important. The 9 million bpd that America now imports acts like a tax on every American. At $100 per barrel, the cost of importing half our oil amounts to $328.5 billion per year. Imagine the economic effect of circulating that amount of money within our own economy rather than shipping it off to Venezuela, Saudi Arabia, Nigeria, and other suppliers.
Link – Congestion 

Infrastructure investment results in a decrease in fuel use and energy spending 

Stoller 3/25/12

[Gary Stoller, http://www.usatoday.com/money/industries/energy/story/2012-03-25/wasted-fuel-report/53776164/1?csp=34money&utm_source=dlvr.it&utm_medium=twitter&dlvrit=110940
As Americans pay about $4 per gallon for gasoline, they're wasting 1.9 billion gallons of it annually in traffic on congested roads, a new Treasury Department report says. Traffic congestion costs drivers more than $100 billion annually in wasted fuel and lost time, according to the report released Friday. The report — released in support of President Obama's plan to upgrade and expand America's transportation infrastructure in fiscal year 2013 — comes as Republican presidential candidates criticize Obama for high gasoline prices and his administration and the Senate wrestles with House Republicans over a new transportation bill. The White House supports a two-year, $109 billion transportation and infrastructure bill approved March 14 by the Senate. House Republicans are divided over a five-year, $260 billion bill. The House votes Monday on a temporary extension to continue providing highway and transit aid to states as the spring constructions season begins. Poor conditions of roads cost the average motorist who regularly drives in cities more than $400 annually in additional vehicle maintenance, the new Treasury Department report says. Motorists in the metropolitan San Jose area pay $756 annually in extra maintenance because of poor roads — more than any urban area. Poor roads, the report says, cost $746 extra in yearly maintenance for Los Angeles area motorists and $640 for motorists in the New York-Newark area. Los Angeles Mayor Antonio Villaraigosa, president of the U.S. Conference of Mayors, says the Treasury Department report is "the latest reminder that it's time to stop the partisan bickering in Washington and invest in our nation's infrastructure." Rep. John Mica, R-Fla., chairman of the House Transportation and Infrastructure Committee, did not comment on the report. "We haven't yet fully reviewed this yet," says committee spokesman Justin Harclerode. Other report findings: •An annual investment of $85 billion over the next 20 years would be required, according to the Department of Transportation, "to bring existing highways and bridges into a state of good repair." •For 90% of Americans, the report says, transportation costs absorb $1 of every $7 of income. The average American family spends more than $7,600 annually on transportation — more than it spends on food and twice what it spends on out-of-pocket health care costs, according to the report. •During the past 15 years, there was a sharp increase in transit system ridership from nearly 8 billion in 1996 to 10.4 billion in 2011. A main factor in the growth was increased ridership in heavy and light rail, which had a combined ridership growth of more than 70%. •America invests less in transportation infrastructure than other countries. The United States spends about 2% of the gross domestic product on infrastructure. China, India and Europe spend about 9%, 8% and 5% of GDP, 

respectively, on infrastructure.

Link – Next Gen 

Federal investment in Next Gen cuts emissions and fuel use – that causes surplus 

Schrader ’11 

[Ann Schrader contributor to the Denver Post, “Air-traffic control's next generation may give airlines' fuel-savings, fliers a lift”  http://www.denverpost.com/business/ci_18840006]

Plans to transform the nation's air-traffic control system promise to revolutionize the skies. But how quickly that happens will depend on whether the government and airlines are willing to foot the bill for the massive overhaul. Called the Next Generation Air Transportation System, or NextGen, the program aims to implement new technologies, with the backbone being the replacement of ground-based radar with a satellite-based system to track aircraft. Federal aviation and airline industry officials say NextGen will make the skies safer, reduce flight delays, allow more aircraft to fly at the same time, reduce carbon footprints, ease air controller workloads and save on pricey fuel. "This will fundamentally change how people fly," said Michael Huerta, deputy administrator of the Federal Aviation Administration. The work — expected to take more than two decades and cost $20 billion to $25 billion for the government's part and perhaps an equal amount for the airlines' — "is a complex undertaking and is really a partnership of government and users of the aviation system," Huerta said. It won't happen overnight. NextGen will evolve as technology evolves, and "it's not one day you flip a switch and it's deployed," Huerta said. Some of the NextGen technology that allows more precise monitoring of air traffic already is being used in Houston; Louisville, Ky.; Philadelphia; Alaska; and South Florida. Dallas-Fort Worth, Seattle, Atlanta and Las Vegas have NextGen guidance systems that streamline flight paths. In autumn of 2012, travelers flying into Denver International Airport probably will notice something that feels and looks a little different. Air-traffic controllers now direct aircraft to stair-step down in altitude, with pilots throttling up — and burning fuel — with each step down. NextGen technology will allow descents from 30,000 feet to the runway "without touching the throttle," said Aaron Barnett, the FAA's Denver area district manager for air-traffic control. The navigation improvements could mean a 6 percent reduction in fuel burn in Denver, Barnett said. The coasting could save 400 to 800 pounds of fuel per flight, and arriving planes could shave five to 20 miles off each flight. By 2020, aircraft are expected to be equipped to tell pilots exactly what their location is in relation to other aircraft. As a result, planes will be able to fly closer together safely. The major holdup: money. Congress, which has been battling over the budget, isn't in a free-spending mood, and airlines are hesitant to lay out an estimated $500,000 per plane for retrofitting. As aircraft are replaced, they will come equipped with NextGen avionics, but that's also costly. Some airline officials have called on the FAA to foot the bill. That hasn't gone over well. Until the airlines know they'll get a return, "it's difficult to make that case," said Steve Lott, spokesman for the Air Transport Association of America. On Aug. 29, the airline trade group called on the Obama administration and the FAA to develop a national aviation policy, including focusing resources on speeding up NextGen. The FAA predicts NextGen will cut travel delays 35 percent by 2018, with an estimated $23 billion in benefits to aircraft operators, travelers and the FAA. In the next seven years, GPS-enabled flight procedures will reduce carbon dioxide emissions by 14 million tons and will save about 1.4 billion gallons of aviation fuel, FAA officials say. Jeff Smisek, chief executive of United Continental Holdings, said at a recent convention in Denver that Next Gen "could save 10 percent of our fuel burn — 1 million barrels of jet fuel a year." At $3 per gallon, that's a chunk of change. But aviation consultant Mike Boyd, president of Evergreen-based Boyd International, isn't sold. He referred to the NextGen program as "a rudderless vapor hole sucking up tax dollars." Boyd questions the FAA's progress on NextGen, pointing to flight delays that are relatively unchanged over the past three years despite money being spent on the modernization.    

Link – HSR 

High speed rail is critical to transition to a post-oil world that trades-off with emitting modes
Perl, Director, Urban Studies Program, Simon Fraser University, 10
Anthony Perl, Director, Urban Studies Program, Simon Fraser University, 6-11-10, [“Reducing U.S. Oil Consumption,” Council on Foreign Relations, http://www.cfr.org/energyenvironment/reducing-us-oil-consumption/p22413] E. Liu
America's biggest oil spill has shown us the dark side of pushing the search for oil beyond the frontier of our experience. Going forward, we face a crucial choice that will have profound consequences for America's future. We can either reinvent our energy infrastructure to obtain extreme oil more safely or we can reposition our society to use much less of it. Both options will cost more than Americans have grown accustomed to paying for energy, but the end of cheap oil is inevitable. A key difference between redesigning our transportation system to enable post-carbon mobility and introducing infrastructure to bring us more extreme oil--like the Gulf of Mexico's deepwater reserves--can be found in the state of technology. Moving people and freight without oil can be done with mature technology. Conversely, the technology to safely produce extreme oil on a large scale remains to be perfected, as events in the Gulf have made obvious. High-speed trains have revolutionized the way that people move between cities hundreds of miles apart. These trains are powered by electricity--the ideal medium to facilitate a transition away from oil because it can blend energy sources and thus shift from non-renewable carbon based fuels like coal and natural gas to renewable sources like solar, wind, and water as soon as the infrastructure to generate them can be built. These trains are powered by electricity--the ideal medium to facilitate a transition away from oil because it can blend energy sources, and thus shift from non-renewable carbon-based fuels. In "Transport Revolutions," Richard Gilbert and I illustrated one scenario whereby the United States could reduce oil-powered transportation by 40 percent between 2010 and 2025 while obtaining roughly the same levels of ton-miles in freight transportation and passenger-miles in local and intercity travel. Around half of today's car travel would shift to electric propulsion, mostly aboard local buses and trains, while about one-third of domestic flying would be substituted by electric trains, mostly running at 125 miles per hour or faster. Electric cars also would play a modest, but growing role in providing local mobility. Similar shifts would occur in freight transportation.
(*** ONLY IF NOT READ IN 1AC) 

High Speed Rail implementation results in decreased fuel usage and surplus 
Calthorpe 2-27
(Peter, author of "Urbanism in the Age of Climate Change" and a principal at the planning firm Calthorpe Associates in Berkeley, Calif., February 27, 2012, http://www.nytimes.com/roomfordebate/2012/01/26/does-california-need-high-speed-rail/high-speed-rail-is-a-catalyst-for-better-development)

In a development future built around high-speed rail and enhanced local transit, average vehicle miles traveled per household would be reduced 40 percent, the equivalent of taking 18.6 million cars off the road. New highway construction would be reduced by 4,700 lane miles, saving around $400 billion. This type of development means less air pollution, fewer respiratory diseases, less water consumption, efficient local infrastructure and lower costs to local governments. California would consume 300 billion fewer gallons of fuel over the next 40 years. When these savings are combined with other transportation and energy savings, households would save close to $11,000 per year. More compact communities require 67 percent less land — saving prime farmland in the Central Valley and key open space in coastal regions.

Link – Hydrogen

Hydrogen puts a ceiling on the price of oil

Sobrino, Professor at ICADE BUSINESS SCHOOL, et al, 10
Fernando Hernandez Sobrino, Professor at ICADE BUSINESS SCHOOL, et al., Carlos Rodrı´guez Monroy, Jose´ Luı´s Herna´ndez Pe´rez, 10, [“Critical analysis on hydrogen as an alternative to fossil fuels and biofuels for vehicles in Europe,” Renewable and Sustainable Energy Reviews 14 (2010) 772–780, www.sciencedirect.com/science/article/pii/S1364032109002524] E. Liu
Biofuels and/or hydrogen could constrain the growth of petroleum prices, because biofuels are a backstop technology. If petroleum prices increase too rapidly, then society will substitute petroleum by biofuels. If biofuel prices increase too rapidly, then farmers expand their production of energy crops, causing a drop in price on the biofuel’s market [20].

Link – Alternative Transport Fuels

Transportation is a huge and growing portion of oil demand now – Alternatives interrupt this
Diﬁglio, Deputy Assistant Secretary for Policy Analysis in the U.S. Department of Energy (DOE) and Gielen, Senior Energy Analyst working for the International Energy Agency in Paris, 12
Carmen Diﬁglio, Deputy Assistant Secretary for Policy Analysis in the U.S. Department of Energy (DOE) and Dolf Gielen, Senior Energy Analyst working for the International Energy Agency in Paris in the Energy Technology Policy Division, [“Hydrogen and transportation: alternative scenarios,” Mitigation and Adaptation Strategies for Global Change Volume 12, Number 3 (2007), 387-405, http://www.springerlink.com/content/76081311x77421j7/] E. Liu
The United States, the European Union (EU), and Japan have recently announced important new programs to increase research, development, and demonstration of hydrogen (H2) technologies, particularly for the transport sector. Hydrogen may enable transport sector diversification using energy produced from renewables, nuclear power, and clean fossil fuel technologies. Because the transport sector is, by itself, responsible for most of past and expected future growth of world oil demand, and because transport is 97% dependent on petroleum, these developments could have important impacts on oil markets and carbon dioxide emissions (Fig. 1). While energy efficiency policies can help to reduce the growth of fuel demand, a substantial decline of transportation energy demand is not likely (IEA 2001, 2002). Alternative transport fuels will be needed to achieve deep cuts in carbon emissions.

Link – Solving Climate Change
Transition from oil is key to prevent temperature increases
Haug, former Director at the International Energy Agency (IEA), 11
Marianne Haug, former Director at the International Energy Agency (IEA), 11, [“Clean energy and international oil,” Oxford Review of Economic Policy, Volume 27, Number 1, 2011, pp. 92–116, oxrep.oxfordjournals.org/content/27/1/92.abstract] E. Liu
The imperatives of climate change and the conventional wisdom could not be further apart. The climate change challenge—limiting temperature increases to 2 degrees Celsius above the temperature level reached at the beginning of the twentieth century—requires that by 2050 carbon emissions from energy-related activities worldwide be cut in half compared to the present. This can only be achieved through a drastic reduction of fossil fuel use, including oil; decarbonization of the electricity system; and major improvements in end-use efficiency for buildings, transport, and industry. Putting conventional wisdom aside, policy-makers and companies alike call for an ‘energy revolution’ with low-carbon energy at its core. A diminishing role for oil is implicit in such transition.

Link – Solving Sprawl

Sprawl makes high oil consumption inevitable – Automobile dependence and more driving
Gonzalez, Associate Professor of Political Science at the University of Miami, 06
George A. Gonzalez, Associate Professor of Political Science at the University of Miami, 8-06, [“An Eco-Marxist Analysis of Oil Depletion via Urban Sprawl,” Environmental Politics, Vol. 15, No. 4, 515–531, August 2006, http://ipac.kacst.edu.sa/eDoc/2006/159166_1.pdf] E. Liu
In their reports, both these groups called for greater energy efficiency, or what they labelled in their reports as ‘conservation’. The difficulty is that increased energy efficiency does not necessarily reduce overall consumption levels. The energy policy group, in a section of its report entitled ‘Measures to Promote Conservation’, ‘endorse[d] the use of special incentives to encourage further investment in energy-saving capital goods and consumer durables because conserving energy is as important as increasing the supply’ [emphasis in original] (1975: 23). It suggested specifically in its report the use of a ‘luxury’ tax to discourage the purchase of large, less efficient, automobiles. Moreover, the implementation of ‘excise taxes levied annually and collected with state registration fees also might serve to encourage quicker scrapping of cars that consume above-average amounts of gasoline’ (1977: 23–4). Finally, the ‘Task Force favor[ed] the continuation of such energy-conserving measures as reasonable speed limits on highways’ (1977: 24). The task force on the international oil crisis did not set out specific conservation proposals. Instead, it deferred to the energy policy task force on this (1975: 15). Increased energy efficiency can lead to overall lower levels of petroleum consumption. Energy savings from increased efficiency, however, can be offset by increased economic growth. This is especially the case within sprawled urban regions, where greater levels of economic activity can lead to a larger workforce driving to and from work and increased demand for spacious homes on the urban periphery. Therefore, whereas automobiles may become more fuel-efficient, in the context of diffusely organised cities more automobiles and longer driving distances can lead to greater overall gasoline/oil consumption – in spite of gains made in fuel efficiency. This is precisely what has transpired in the US. The current US automobile fleet is more efficient than the US automotive fleet of the early 1970s (Energy Information Administration, 2004: 57). Because, however, of a substantially enlarged automobile population and ever-increasing amounts of driving, gasoline/diesel consumption in the US today substantially exceeds that of the 1970s. In 1970 automobile driving in the US consumed 7.1 million barrels per day of petroleum, whereas by 2001 that figure increased to 10.1 million – accounting for over half of US petroleum consumption (Rutledge, 2001: 10).11Because, largely, of the steady growth of gasoline/diesel consumption in the US, its economy consumes 25% of the world’s total petroleum. This is especially glaring because in the aftermath of the spike in oil prices in the 1970s, US factories and utilities shifted from petroleum-based fuels to other sources of energy (mainly coal, natural gas and nuclear power) (Philip, 1994: 195; Rutledge, 2005: ch.1).

Transportation Key

Transportation efficiency improvements greatly decrease oil consumption
Jaffe, Wallace S. Wilson Fellow for Energy Studies at the James A. Baker III Institute for Public Policy at Rice University , 08 

Amy Myers Jaffe, Wallace S. Wilson Fellow for Energy Studies at the James A. Baker III Institute for Public Policy at Rice University, 4/5-08, [“The Impending Oil Shock: An Exchange,” Survival: Global Politics and Strategy, 50:4, 61-82, http://www.tandfonline.com/doi/abs/10.1080/00396330802329048] E. Liu
In sum, there are more alternative pathways and less reason to go to war over oil today than ever before. This is not to say that a major oil crisis couldn’t take place or, if it did, that it might not threaten the global trading system. But, surely, a structural realisation that oil will be running out could be planned for, given the fact that the international community has successfully managed unexpected, sudden losses in fuel on several occasions. Moreover, the United States’ experience, while perhaps lacking in comparison to that of some industrialised nations, is nonetheless a promising foundation for launching new, more effective policies. After the oil crises of the 1970s, oil use in several US sectors was greatly reduced through efficiency gains and fuel switching. Around a third of US homes were heated with oil in the early 1970s, compared to around 14% today. Moreover, oil was virtually removed as a fuel for electricity production in the United States. The United States has a wide array of fuels used for electricity generation, including coal, natural gas, hydroelectric, nuclear energy, geothermal, wind, biofuels and solar. We have learned that diversity of fuels creates flexibility, resilience and supplier temperance. This ability to generate electricity without recourse to oil is our greatest asset. The United States, if it embraces technologies to fuel automobiles with electricity, could do much to reduce its dependence on oil, since that electricity can be produced from many other fuels. Israel has already announced a nationwide experiment to embrace a national system for battery-powered cars. The State of California is looking at options to promote similar technology innovation. Currently, the transportation sector represents more than two-thirds of total US petroleum use and will generate more than 70% of the projected increase in US oil demand. The 2007 US energy bill recognises this, and even its lacklustre regulations for automobile-efficiency standards will eliminate more than 2.5m b/d of oil use by 2020. A technological breakthrough that would allow Americans to get 50 miles per gallon by 2020 would save over 6.6m b/d of oil, according to a study by the Baker Institute. 

Transportation is the only industry significantly dependent on oil
Haug, former Director at the International Energy Agency (IEA), 11
Marianne Haug, former Director at the International Energy Agency (IEA), 11, [“Clean energy and international oil,” Oxford Review of Economic Policy, Volume 27, Number 1, 2011, pp. 92–116, oxrep.oxfordjournals.org/content/27/1/92.abstract] E. Liu
Despite the relatively low oil prices, oil did not regain lost market shares. Capital stock investments in industry, buildings, and power generation ‘locked in’ a new energy-use pattern. During the 1973–2008 period, oil’s share in primary energy dropped from 46.1 to 33.2 per cent. Oil use for electricity generation dropped from 24.7 per cent per cent in 1973 to a mere 5.5 per cent in 2008. Considerable substitution of oil through natural gas in the heating sector occurred in the advanced economies. Today, global oil intensity is only half the level of the early 70s. Only oil use in the transport sector maintained its role as ‘nonsubstitutable’ fuel (IEA, 2010b,c).

Transportation Key

Transportation is a large portion of oil consumption – It supports high prices
Puentes, Fellow and Director, Metropolitan Infrastructure Initiative Brookings Institution, 08
Robert Puentes, Fellow and Director, Metropolitan Infrastructure Initiative Brookings Institution, 9-9-08, [“Strengthening the Ability of Public Transportation to Reduce Our Dependence on Foreign Oil,” Congressional Testimony, www.brookings.edu/~/media/research/files/testimony/2008/9/09%2520transportation%2520puentes/0909_transportation_puentes.pdf] E. Liu
The U.S. transportation system today consumes 70 percent of the nation's oil and is almost entirely dependent upon petroleum-based fuels.2 This demand is contributing, in part, to the global rise in the price of oil and the major hit on Americans' pocketbooks. Yet we do not come close to producing the oil we consume and that figure is declining over time, decreasing 17.0 percent since 2000.3 Only one-quarter of the crude oil consumed in the U.S. is domestically produced. Twice as much is imported and the majority of that from countries considered to be in danger of "state failure" based on a range of social, economic, and political factors.4 In addition, the transportation sector is responsible for one-third of the nation's carbon emissions and the U.S. continues to rank first among major world economies in per-capita carbon dioxide emissions, roughly double the rate of the United Kingdom and Germany.5 A recent Brookings study found that the density of land use patterns in metropolitan areas and transit availability play an important role in determining energy consumption, travel behavior and carbon emissions in our major economic centers.6 With the right policies in place, denser, walkable, and transit-friendly communities can help reduce vehicle miles traveled (VMT) and therefore help create more affordable and energy-efficient travel options for Americans. 

Magnifier

Efficient transportation is linked to smart developments – These greatly reduce consumption
Pica, Friends of the Earth President, 10
Erich Pica, Friends of the Earth President, 5-12-10, [“Embrace a can-do attitude,” National Journal, http://energy.nationaljournal.com/2010/05/how-can-the-us-wean-itself-off.php] E. Liu
More than three out of every five barrels of oil the United States consumes go towards transportation. The process of weaning ourselves off oil starts with a change in attitude about the way we get around. Such change is possible. When gas prices skyrocketed, we saw the market for SUVs dry up and the Toyota Prius become as much of a status symbol as a sports car. Automobile advertisers started touting fuel economy over horsepower, and the hype surrounding the Chevy Volt and the Nissan Leaf plug-in electric vehicles has been enormous. But an attitude shift alone won’t end our dependence on oil. Federal and state governments need to implement smart transportation policy. Solutions such as building solar recharging stations for electric cars, electrifying and increasing the reach of high speed rail, investing in public transportation, emphasizing smarter urban development, and strengthening fuel economy standards will save more oil than would be sucked from the ground under President Obama’s plan to expand offshore drilling. Solutions dovetail with each other. Smart growth links land development, transportation, and economic growth to people’s everyday needs. Instead of the sprawl of parking lots and big-box retail stores, smart growth communities are built around subway stops and bus routes and encourage walking and biking. Zoning is mixed so people can work, live, and shop in the same area. Solar recharging stations can be built in existing parking areas and augment local energy grids when they’re not being used. More investment in public transportation will expand the reach of these communities. Well-funded high speed rail corridors can facilitate quick, clean, and affordable travel between urban centers.
Perception

Perceptions of shifts in oil demand can cause greatly influence prices
OECD, 04

OECD, Organisation for Economic Co-operation and Development, 12-17-04, [“OIL PRICE DEVELOPMENTS: DRIVERS, ECONOMIC CONSEQUENCES AND POLICY RESPONSES,” OECD Economic Outlook No. 76, http://www.oecd.org/dataoecd/19/6/34080955.pdf]
The first two scenarios suggest that oil price projections may be particularly sensitive to assumptions about the demand for oil. Moderate variations in global growth (½ per cent per annum stronger except in China, where the variation is 1 per cent) could push the oil price up by an additional $4.50 by 2030 (scenario group 1), while an increase of 0.2 in the income elasticity of oil demand could lead to an oil price some $13 higher (scenario group 2). In both cases, the magnitude of the shock imposed is plausible; any GDP growth projections over a 25-year horizon will have significant error bounds associated with them, and the range of estimates for long-run elasticities of demand with respect to income is sufficiently wide to suggest that a 0.2 percentage point change relative to the baseline assumption is possible. Although the scenarios presented in Table IV.2 are for positive shocks to growth and the income elasticity, negative shocks are equally plausible (with the impact approximated by reversing the signs in Table IV.2). As discussed in the annex, the model already assumes that the income elasticity of demand has declined since the 1970s, consistent with falling oil intensity and on-going technological change. But this process could continue over the next 25 years, resulting in even lower income elasticities.
US Demand Key to World Prices
US alternative energy investments spillover and quickly reduce oil dependence
Sadorsky, Associate Professor of Economics at the Schulich School of Business, York University, 11
Perry Sadorsky, Associate Professor of Economics at the Schulich School of Business, York University, 12-11, [“Some future scenarios for renewableenergy,” Futures, Volume 43, Issue 10, December 2011, Pages 1091–1104 Special Issue: Energy Futures, http://www.sciencedirect.com/science/article/pii/S0016328711001741] E. Liu

The changes in technology needed to bring about a renewable energy infrastructure would likely result in one of the biggest bursts of innovation, creativity, and investment the world has ever seen. This would result in an example of what Joseph Schumpeter called “creative destruction” [40]. New “green jobs” would be created as a transition to a low carbon world takes place. A future without oil might be closer than thought. Some, like Lovins et al. [27] have already laid out a viable road map for how, by 2050, the United States economy can be flourishing with no oil at all. Lovins et al. [27] advocate investing $180 billion over the next decade to eliminate U.S. oil dependence. The U.S. current imports approximately 66% of the oil consumed on a daily basis. Rather than spending money on importing oil, investments can be made to lessen and gradually eliminate the dependence on imported oil. In their calculations, this investment will result in a gross savings of $130 billion. They advocate using a four step approach that relies on creative destruction to revitalize the energy sector. First, oil efficiency must be doubled by using advanced but proven technologies to design and build ultralight vehicles. Second, business and public policies must be developed to accelerate the design and manufacturing of light weight materials, like carbon-fiber composites, that can be used in buildings, vehicles, heavy trucks and airplanes. Third, petroleum products must be replaced with biofuels. Fourth, increase efficiency in the natural gas sector to save half the projected 2025 use of natural gas. These savings will mean more natural gas can be used to make hydrogen and this will provide a convenient secure path to the hydrogen economy. While this four step plan is specifically designed for the United States, there is no reason why parts or all of this strategy could not be adopted in other countries.33

US purchases of oil control its market price – Reductions in consumption decrease its price

Jaffe, Wallace S. Wilson Fellow for Energy Studies at the James A. Baker III Institute for Public Policy at Rice University , 08 

Amy Myers Jaffe, Wallace S. Wilson Fellow for Energy Studies at the James A. Baker III Institute for Public Policy at Rice University, 4/5-08, [“The Impending Oil Shock: An Exchange,” Survival: Global Politics and Strategy, 50:4, 61-82, http://www.tandfonline.com/doi/abs/10.1080/00396330802329048] E. Liu
Given the large scale of US purchases, incremental US acquisitions of oil affect its overall international market price. Stated another way, the cost of each marginal barrel is higher than the price paid for that barrel, since this additional purchase affects the costs of all oil consumed. From the perspective of the United States, this constitutes an externality.6 On the other hand, the fact that the United States faces a rising supply curve for oil gives it monopsony power. To the extent that America, or a group of consuming countries on a comparable scale, takes concrete actions to reduce the size of its purchases, it can lower the market price of oil. This can happen by accident (as, in the past, through economic recessions) or by sound public policy, which is the preferable path and the one Elhefnawy advocates.

US Demand Key to World Oil Prices

US is an oil consumer now – decrease in demand results in exports 

Yglesias ‘11

[Matthew Yglesias, economic correspondent for slate, former journalist for Atlantic and TPM Media http://www.slate.com/blogs/moneybox/2011/11/30/america_is_still_a_giant_oil_importer.html]

Some very exciting and cw-upending news was reported yesterday in The Wall Street Journal, where citing Energy Information Agency data they say "U.S. exports of gasoline, diesel and other oil-based fuels are soaring, putting the nation on track to be a net exporter of petroleum products in 2011 for the first time in 62 years." Really? Before you get too excited about this particular Slate pitch note that oil is not a "petroleum product." Petroleum products are fuels. Oil is the stuff you make petroleum products out of. Iran is a net importer of petroleum products because it lacks the refinery capacity to make all the fuel it needs. The United States may be becoming a net exporter of petroleum products thanks to increased domestic capacity and surging foreign demand, but we're still a huge importer of foreign energy. The WSJ writes that "the U.S. sent abroad 753.4 million barrels of everything from gasoline to jet fuel in the first nine months of this year, while it imported 689.4 million barrels." But at the same time, we're importing about 9 million barrels of crude oil every single day. Of course petroleum products are more valuable than crude oil, so it's possible in principle to be running a petroleum surplus even while importing crude. But we're not. Here's a chart I made based on US Department of Commerce data of America's net imports, in dollar terms, of petroleum: As you can see, we're importing. And we're importing a lot. In 2010, oil accounted for about 20 percent of the total American trade deficit. And if increased demand abroad pushes oil prices higher, that's only going to be worse news for a country like ours with extremely high per capita levels of oil consumption. If America ever wants to become a net exporter, it's almost certainly the case that a large share of the adjustment will have to come through decreased oil consumption. 
Oil Markets Are Global

The oil markets are a global pool – Everybody buys and sells through it
Wirl, Faculty of Business, Economics and Statistics, University, 12
Franz Wirl, Faculty of Business, Economics and Statistics, University, 12, [“OPEC’s Strategies,” http://www.springerlink.com/content/w37411k763748224/] E. Liu
The first important characteristic of the world oil market is that one can speak of a global oil market in spite of differences in quality (primarily gravity and sulfur content) and transport costs. That is, the oil market can be viewed as a single pool which is fed by all suppliers and from which all consumers lift at the same ‘oil price’. This distinguishes oil from the other energy carriers natural gas, coal and electricity where geography plays a crucial role such that price differentials can be substantial; these differences widen for renewables. Even natural gas markets have strong regional disparities between Europe—the gas price is entirely pegged to oil and refined product prices—and North America where prices are currently decoupled from oil prices and move closer with coal.
Supply and demand for oil is global

Borenstein, E.T. Grether Professor of Business Administration and Public Policy at the Haas School of Business, Co-Director of the Energy Institute at Haas, and Director of the University of California Energy Institute, 08
Severin Borenstein, E.T. Grether Professor of Business Administration and Public Policy at the Haas School of Business, Co-Director of the Energy Institute at Haas, and Director of the University of California Energy Institute, 1-08, [“Cost, Conflict and Climate: U.S. Challenges in the World Oil Market,” Center for the Study of Energy Markets, http://escholarship.org/uc/item/68h502tt] E. Liu
The international wealth transfers from oil price changes also have geopolitical impact. While some confused observers cite figures about the geographic source of the oil that is consumed in the U.S., the worldwide integration of the oil industry means that all oil demand pushes up the price of all the world’s oil and benefits all sellers of oil. It doesn’t matter how much oil the U.S. buys from the Middle East or Venezuela, only how much oil it buys from the world market (including domestic production).

***Market Flooding IL***

Discourage Substitution

Saudi Arabia will set a price that discourages oil alternatives
Cairns, Department of Economics and Calfucura, 10 
Robert D. Cairns, Department of Economics at CIREQ McGill University and Enrique Calfucura, 10, [“OPEC: Market Failure or Power Failure?,” www.cireq.umontreal.ca/resenv/2010h/calfucura.pdf] E. Liu
It is in the interest of Saudi Arabia to maintain a price that can be sustained by the industrialized countries without a deep recession (which reduces demand) in the short run, and that also minimizes the incentive to find alternatives to conventional oil in the long run (cf. Morse 2009). The reason is that Saudi Arabia wants production of its oil to be sustained for the long term and to discourage substitution. It has huge reserves, compared to its production and its production capacity. One can, therefore, consider scarcity (―Hotelling‖) rent to Saudi oil production to be negligible. Oil will be available in the future. But price must not be allowed to rise beyond a vaguely defined limit. Conversely, it is also in the interest of Saudi Arabia to receive a high price, to cover as much of its budget as it can and to support its welfare state. Therefore, Saudi Arabia wants to maintain the price within a band that it considers a reasonable trade-off among its objectives (Morse 2009). 
Empirics

2008 proves Saudi Arabia will restrict prices to prevent alternative energy shift
Chakravorty, Professor and Canada Research Chair, University of Alberta, et al, 10

Ujjayant Chakravorty, Professor and Canada Research Chair, University of Alberta, et al., Andrew Leach, Michel Moreaux, 7-10, [“Would Hotelling Kill the Electric Car?,” The Department of Economics, The Institute for Public Economics, and the University of Alberta, www2.toulouse.inra.fr/lerna/travaux/cahiers2010/10.08.314.pdf] E. Liu
The contention of the 2006 film ‘Who killed the electric car’ is that, among other factors, strategic action on the part of the oil companies to maintain low fuel prices led to the devaluing of the electric car and led to its demise.1The scenario does not seem so far fetched as, in the midst of increasing oil prices in the Summer of 2008, Saudi Arabia called an emergency summit to address issues including the possibility that continued high oil prices would lead to increased uptake of alternative energy sources and lead to a permanent residual demand shift, or so-called demand-destruction. While oil prices have declined significantly since mid-2008, the view that alternative energy source may threaten the rents of finite resource owners remains. In late 2009, OPEC stated that, “energy policies and behavioural changes are bound to have some impact on consumption and this will gradually feed into overall demand patterns.”
Kills Alternatives and Other Producers

Saudi Arabia can flood the oil market – Kills investment in renewables and all other oil-producers 
Al-Saleh, senior research fellow at the Insead Innovation and Policy Initiative in Abu Dhabi, et al., 08 
Yasser Al-Saleh, senior research fellow at the Insead Innovation and Policy Initiative in Abu Dhabi, et al., Paul Upham and Khaleel Malik, 10-08, [“Renewable Energy Scenarios for the Kingdom of Saudi Arabia,” Tyndall Centre for Climate Change Research, www.tyndall.ac.uk/sites/default/files/wp125.pdf] E. Liu

In a world of abundant oil reserves, Saudi Arabia - as a major oil-producer with the greatest spare production capacity - could choose to maximise its oil production and perhaps further expand its operations in the Far East in order to achieve a maximum market share and ultimately become the world’s unsurpassed supplier. As a result of the adoption of a sustained ‘market flooding’ strategy, oil prices could gradually drop down to as low as $10 per barrel. This low price may, however, guarantee the maintenance of reasonable revenue to Saudi Arabia, whose production costs are very low (according to some unofficial estimates perhaps as low as $1.5 per barrel at present). Such an aggressive approach - although regarded by a few panellists as being somewhat technically difficult - would result in driving other ‘high-cost’ oil-producers (including many OPEC members) from the market, as well as demolishing much of the global interest and research into alternative energy means (including renewables). 
Market Position

Oil producers will use markets to keep prices low, disincentivizng alternative fuels
Moran, Professor of National Security Affairs at the Naval Postgraduate School in Monterey, California. and Russell , 08

Daniel Moran, Professor of National Security Affairs at the Naval Postgraduate School in Monterey, California. and James A. Russell, Associate Professor in the Department of National Security Affairs at the Naval Postgraduate School, 3-7-08, [“The Militarization of  Energy Security,” Saudi-US Relations Information Service, http://www.susris.com/articles/2008/ioi/080307-russell-energy.html] E. Liu
Yet it is important to recognize that the complexity of the problems the market is being trusted to solve is destined to increase. Until now energy markets have been expected to do no more than ensure that supply kept up with demand, and that prices remained within a range that buyers and sellers could tolerate. If it is true that oil may eventually become too expensive to use for energy on the current scale, whether because too scarce or too toxic, then the market must gradually learn to do more. It must drive the price of oil up at a rate that provides adequate incentives for the development of alternative fuels -- a development that the producers of oil can be expected to use their market position to resist. It must also do this at a rate that is sufficiently smooth as not to dislocate too severely established patterns of consumption in the developed world, nor thwart too severely the aspirations of those who hope to join that world someday. It must also proceed sufficiently rapid as to forestall the advent of “virtual” peak oil.

Spare Capacity

Saudi Arabia has the capacity to massively increase supply to deter alternative energy investment
Moorse, Managing Director of Louis Capital Markets, 09
Edward L. Moorse, Managing Director of Louis Capital Markets. He was Deputy Assistant Secretary of State for International Energy Policy in 1979-81 ,09 , [“Low and Behold Making the Most of Cheap Oil,” 88 Foreign Aff. 36 2009, http://heinonline.org/HOL/Page?handle=hein.journals/fora88&div=72&g_sent=1&collection=journals] E. Liu
By 2003-4, Saudi Arabia was concerned. It responded by raising production: from 7.5 million barrels per day in 2002 to 9.2 million barrels per day in 2003. After a dip in 2004, it produced close to ten, million barrels per day in 20o8-even as production in four other OPEC countries, Iran, Iraq, Nigeria, and Venezuela, fell short of what 1998 projections had assumed they would be producing by eight million barrels a day. Still, with every barrel produced in Saudi Arabia expected to make up for shortfalls elsewhere, there was only a little surplus capacity for the world. Further disproving the peak oil theory, since 2003 Saudi Arabia has also successfully engaged in a massive campaign to increase its production capacity (not just its actual production). This means it has committed to being able to raise its output quickly and massively in the event supplies from the second- and third-largest producers in OPEC are disrupted. Saudi capacity was standby, meaning that it could be developed within 12 to 18 months. And because of Saudi Arabia's efforts to increase its production capacity, OPEC's total production capacity could exceed 37 million barrels per day in 2tit.This would be a record level: five million barrels per day more than in 2002 (before the strike in Venezuela) and more than ten million barrels per day above today's level. The disappearance of spare Saudi production capacity was the most critical element in driving up prices from 2003 to 2008-and its reemergence should be the most critical element in keeping them low over the next three years (or more, if global demand fails to rebound enough). Saudi Arabia wants spare production capacity for multiple reasons, including, importantly, to give it influence in the G-20 (the group of finance ministers and central-bank governors from the leading economies) and other international forums. Riyadh's ability to increase production is the key to its being taken seriously. Saudi Arabia will also likely use its surplus capacity to keep prices moderate in order to spur global economic growth, maintain longterm demand for oil, and deter investments in alternative sources of energy. In addition, by increasing Riyadh's ability to keep prices low, surplus capacity will help it reduce the revenues of oil producerssuch as Iran, Russia, and, to a lesser extent, Venezuela-that use them in ways that undermine regional stability. 
Saudi spare capacity is massive and keeps countries hooked on oil
Goldthau, head of the department of public policy and associate professor at Central European University, 11
Andreas Goldthau, head of the department of public policy and associate professor at Central European University, 12-20-11, [“A Public Policy Perspective on Global Energy Security,” International Studies Perspectives Volume 13, Issue 1, pages 65–84, February 2012, http://onlinelibrary.wiley.com/doi/10.1111/j.1528-3585.2011.00448.x/full] E. Liu
A related problem occurs with regard to supply-sided mechanisms to calm down the oil market: spare capacity. Spare capacity is an essential element of oil market psychology, as it determines how “safe” market participants are against a price shock stemming from severe supply-sided problems. Some observers have even called spare capacity “the most important single asset for the world’s supply security” (Harks 2010:253). Most of the world’s spare capacity is currently held by Saudi Arabia. How crucial Saudi Arabia’s spare capacity is for world markets has particularly become evident in the first Gulf War, during which Riyadh considerably ramped up production to buffer the supply losses from Iraq and Kuwait. As a consequence, price impacts have remained rather modest. Yet, reserve capacity, as strategic stocks, has a public goods character. While a certain country needs to develop the capacity and pay for it, no market participant can be excluded from the benefits of this additional, supply-sided buffer. In addition, for the producer country holding reserve capacity, this additional capacity costs money but does not create any return on investment. As such, and according to theory, reserve capacity should not exist. The primary reason why Saudi Arabia is apparently willing to bear related costs but socialize the benefits is that reserve capacity is a welcome tool to enforce discipline within OPEC. The sheer fact that Saudi Arabia can threaten its fellow oil producers to create an oil glut, similar to the one in 1986, gives this country an unmatched power status within the cartel. A second reason may lie in the fact that Saudi Arabia, the world’s largest reserve holder, has an interest in keeping consumers “hooked” on oil for decades to come. Hence, holding reserve capacity is an investment it makes in future demand security, enabling Riyadh to calm down markets and stabilize prices at an affordable level for consumers.15 In other words, holding reserve capacity is still a highly rational move for the Saudis, but the underlying rationale is of a different nature than the one primarily discussed here.
Turns Warming

Renewable energies cause oil to get pumped at unbeatable prices – That makes warming net worse
Wirl, Faculty of Business, Economics and Statistics, University, 12
Franz Wirl, Faculty of Business, Economics and Statistics, University, 12, [“OPEC’s Strategies,” http://www.springerlink.com/content/w37411k763748224/] E. Liu
Uncertainty about future oil markets—environmental constraints due to global warming, the threat from (cheap?) backstops, the demand growth in emerging markets— requires assessing the risk associated with certain strategies, say high prices, for the long run prospects. After all, coal is since decades continuously replaced, almost phased out in most of its uses except for power and steel, although the production/reserve ratio is far above 100 years (BP 2011).3 Indeed some OPEC decision makers were at times scared that oil may face a similar fate and that substantial amounts remain unsold. First that high oil prices trigger the development of cheap backstops and then that global warming will limit oil sales. Such risks hold in particular for very large reserve holders like Saudi Arabia because they would bear the major consequences if oil were priced out of the market. This provides one economic explanation of Saudi Arabia’s moderating role. However, so far the fears of cheaply available backstops and environmental restrictions have proven unwarranted. Indeed, early availability of backstops may harm future revenues, but as long as these are costly, oil producers can undercut their costs thereby deterring their entry. And conversely, developers of alternative sources of energy should know that no matter how cheap they can make alternative energy, say photovoltaic, once it is available they will find themselves undercut by oil producers pumping oil at unbeatable low costs. Accounting for supply responses to an earlier provision of renewables will only speed up fossil fuel extraction today, which is known since Sinn (2008) as the ‘green paradox’. Similarly, global warming is much less of a threat to OPEC’s revenues, because it harms much more its more carbon intensive liquid substitutes:—tar sand, heavy oil, shale oil, coal liquefaction (otherwise presumably a profitable backstop at currently high oil prices). Indeed, an active global warming policy may prove beneficial for OPEC according to Johansson et al. (2009).
Turns Warming Technology

Low energy prices prevent implementation of any energy alternatives
Toman, senior fellow at Resources for the Future, 05
Michael A. Toman, senior fellow at Resources for the Future, 7-25-05, [“International Oil Security

Problems and Policies,” http://dspace.cigilibrary.org/jspui/bitstream/123456789/22195/1/International%20Oil%20Security%20Problems%20and%20Policies.pdf] E. Liu
Over the longer term, affordable energy security will come mainly from increasing the diversity of energy sources and making energy consumption more responsive to price changes. One approach would be to expand the use of vehicles that use both gasoline and other fuels. Even better, for the long term, may be moving toward highly efficient and (eventually) nonfossil-based energy systems like hydrogen fuel cells. Unfortunately, most of the highly desirable new energy systems probably are still years (or even decades) away from large-scale commercial adoption. That may not be too long to wait if one views the energy security problem as manageable in the short term through the Strategic Petroleum Reserve and other measures, including unavoidable diplomatic and military efforts to protect oil supplies. Accelerating the pace of energy diversification would mean more public spending on a much more concerted effort to overcome technical hurdles. It would also require a change in the economic condition of energy markets—in which low fossil fuel prices make advanced technology development and diffusion unprofitable. We can get as much energy security as we are willing to pay for through a combination of higher current energy prices and increased R&D efforts. But we cannot get something for nothing, at the end of a drill bit or otherwise.
Low oil prices cause governments to abandon alternative energy transitions

Haug, former Director at the International Energy Agency (IEA), 11
Marianne Haug, former Director at the International Energy Agency (IEA), 11, [“Clean energy and international oil,” Oxford Review of Economic Policy, Volume 27, Number 1, 2011, pp. 92–116, oxrep.oxfordjournals.org/content/27/1/92.abstract] E. Liu
First, oil substitution will only happen when technologies—whether alternative fuels or associated end-use products—are ready to be commercialized and scaled up. – Second, low oil prices matter. Substitution of oil, when easily available, cheap, and clearly the lowest cost option, may well not happen. If support for alternatives to petroleum products becomes too expensive, governments tend to abandon such policies.
Low oil prices bankrupt alternative energy startups

Meyer, St. Andrews University - School of Management, 10
Kevin Meyer, St. Andrews University - School of Management, 12-4-10, [“Alternative Investments: Alternative Energy and Oil: Literature review,” http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1588160&http://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=0CIsEEBYwAA&url=http%3A%2F%2Fpapers.ssrn.com%2Fsol3%2FDelivery.cfm%3Fabstractid%3D1588160&ei=RarwT4_XHa250QHn6NH7Ag&usg=AFQjCNFZXdzQRqJPmiJ9tASLrOuDjQijhw] E. Liu
In his TED conference of September 2007, Juan Enriquez (Chairman and CEO of Biotechonomy LLC, founding director of the Life Sciences Project at Harvard Business School) also comments that the volatility of the prices of oil have an impact on the long term development of alternative energy. For example, the research that could lead to a $35 barrel is interesting when oil prices exceed $35, but not when the prices go lower. Hence, the volatility of oil price can be considered as a major factor in bankruptcies of the numerous startup companies. His solution would be to set a fixed bottom price that will allow private companies to work on long run projects that would create solution competitive with the fixed price. 

Stability Key to Alternative Energies

Stable oil prices are key to planning certainty that facilitate transitions to alternative energies
Goldthau, head of the department of public policy and associate professor at Central European University and White 11

Andreas Goldthau, head of the department of public policy and associate professor at Central European University and Jan Martin White, 9-7-11, [“Assessing OPEC’s Performance in Global Energy,” Global Policy Special Issue: Global Energy Governance Volume 2, Issue Supplement s1, pages 31–39, September 2011 http://onlinelibrary.wiley.com/doi/10.1111/j.1758-5899.2011.00122.x/full] E. Liu
A key concern uniting both oil producers and consumers is price volatility. In many ways, oil price volatility is a bigger problem than high prices as such. In fact, as some would argue, it is primarily excessive price fluctuation – caused by recurring boom-and-bust periods in oil sector investments – which constitutes the real problem that requires an effective solution on a global level (Harks, 2010). The recent ‘roller coaster’ of prices hitting almost US$150 per barrel in June 2008 before dipping to US$30 and subsequently rising to almost US$120 in early 2011 again vividly illustrates this point. Overall, annual price variations have increased from a band of approximately US$5 in the 1990s to almost US$100 in 2008. Such considerable price volatility is detrimental to both energy security and a low-carbon future. Oil producer countries will only invest billions of dollars into finding new resources if they can anticipate a stable and sufficient return on their investment. In the same vein, shifting toward low-carbon sources of energy requires planning security. Cumulative energy investment needs until 2035 are estimated at some US$33 trillion in a ‘New Policies’ scenario, the equivalent to almost 2.5 times the current US GDP (IEA, 2010, p. 77). Roughly a quarter of these investments need to go into the oil sector, mostly in upstream and mostly in non-OECD countries (IEA, 2010, pp. 139f.).11 The bulk of funds will need to come from companies, households and commercial investors. All of these desire a reliable, long-term price environment. A predictable oil price would as such play a major role in fostering both long-term energy security and climate mitigation efforts. Adding to this, both producers and consumers have another clear incentive to avoid massive price swings: as producers seek to smooth income streams and thus national budgets over longer periods of time, large price fluctuations add a high degree of uncertainty to budgetary planning and subject the national economy to significant shocks. A case in point is Russia, which had to default on its sovereign debt in 1998, largely as a consequence of a sudden and unprecedented decline in world crude prices. Similarly, consumers have an interest in oil price stability since it provides planning security and avoids price shocks that can have devastating macroeconomic consequences.
AT: Can’t Control Prices

Saudi Arabia and OPEC dominate exports and spare capacity – Causes control of oil prices

Wirl, Faculty of Business, Economics and Statistics, University, 12
Franz Wirl, Faculty of Business, Economics and Statistics, University, 12, [“OPEC’s Strategies,” http://www.springerlink.com/content/w37411k763748224/] E. Liu
Secondly, OPEC decisions determine the oil price, because the OPEC countries or a proper subset of Saudi Arabia and other Arab Gulf countries are the marginal (residual) suppliers. The reasons are that they hold roughly 3/4 of world proven reserves (BP 2011), provide the bulk of global oil exports although their production (2010) of 33 million barrels per day (mb/d) amounts to only 40 % of world production, and own almost all spare capacity. While competitive producers produce at their capacity implying little variance in their (individual and aggregate) supply, OPEC and its core members vary their output substantially reflecting demandandsupplyshocksaswell as strategic moves as well as their command over surplus capacity. An extreme example is Saudi Arabia (ignoringwarriddenIraq)withaproduction maximum during the last 30 years of above 10 million barrels per day (mb/d) during 2003–2008 but also already in 1980 and 1981 and a minimum of 3.6 mb/d in 1985. This control over spare capacity highlights the strategic role of OPECasresidualsupplieratleastofitscoremembersandin particular of Saudi Arabia.1As a consequence, the marginal barrel is not high cost as economic efficiency requires but low cost, presumably from Saudi Arabia pumping oil for costs negligible compared with current prices. Saudi Arabia’s King Abdullah confirms (unintentionally) this strategic position by saying (quoted from Hamilton 2009) “I keep no secret from you that when there were some new finds, I told them, no, leave it in the ground, with grace from god, our children need it.” Empirical investigations of OPEC as a cartel start with Griffin (1985) followed by Griffin and Xiong (1997) and more recently in Mason and Polasky (2005) all indicating that OPEC fits neither the competitive nor the cartel description neatly.
Oil producers have influence to manipulate prices – Various tricks can hide it

Elhefnawy, previously published on international and security issues in journals including Astropolitics, International Security and Parameters, Visiting Assistant Professor of Literature at the University of Miami, 08
Nader Elhefnawy, previously published on international and security issues in journals including Astropolitics, International Security and Parameters, Visiting Assistant Professor of Literature at the University of Miami, 3-25-08, [“The Impending Oil Shock,” Survival: Global Politics and Strategy, 50:2, 37-66, www.tandfonline.com/doi/abs/10.1080/00396330802034242] E. Liu
Despite these caveats, the greater influence oil exporters will enjoy will be very real, and oil exporters may take radical action if they see their vital national interests as being at stake. Indeed, the most likely scenario for an attempt by Iran to disrupt the flow of oil from the Persian Gulf may be the event of a conflict with the United States over a different issue (such as Iran’s nuclear programme). It also has to be remembered that, at least in the short term, oil consumption is relatively inelastic, and where consumer buying patterns are concerned, the tendency has been to revert to previous behaviour as soon as the crisis of the moment is over, as has been the case in the United States since the 1980s.43 Moreover, even if wealthy states can endure price shocks, poorer countries will remain susceptible, as the recent history of Russia using its ability to supply cheap oil and gas as an instrument of power over former Soviet republics such as Ukraine, and more recently Georgia, demonstrates.44 There are passive as well as active ways to manipulate prices, as in the case of countries that refuse to enlarge their production capacity in line with world demand (as many experts consider to be the case with Saudi Arabia).45 Moreover, the manipulation of supply and prices need not be part of an overt policy. An oil producer interested in following such a strategy can always conceal such tinkering behind ‘market’ decisions, or attribute deliberate disruptions to other causes, an instrument Saudi Arabia has notably been thought to have wielded several times in recent decades. 
***Saudi Uniqueness and Links***

Uniqueness Overview

1. Disengagement – Our uniqueness is based on the oil dependence component of the 1AC – The dependence on oil now guarantees that we will be engaged in Southwest Asia in terms of governmental assistance and conflict intervention – This pattern will persist as long as there is an oil motive for the US to participate, that’s Miller 6-28

Arms sale proves relations are strong now – The core is more important than individual disagreements
NYTimes, 11

NYTimes, 12-29-11, [“With $30 Billion Arms Deal, U.S. Bolsters Saudi Ties,” MARK LANDLER and STEVEN LEE MYERS, http://www.nytimes.com/2011/12/30/world/middleeast/with-30-billion-arms-deal-united-states-bolsters-ties-to-saudi-arabia.html
HONOLULU — Fortifying one of its key allies in the Persian Gulf, the Obama administration announced a weapons deal with Saudi Arabia on Thursday, saying it had agreed to sell F-15 fighter jets valued at nearly $30 billion to the Royal Saudi Air Force. The agreement, and the administration’s parallel plans to press ahead with a nearly $11 billion arms deal for Iraq, despite rising political tensions there, is dramatic evidence of its determination to project American military influence in an oil-rich region shadowed by a threat from Iran. Though the White House said the deal had not been accelerated to respond to threats by Iranian officials in recent days to shut off the Strait of Hormuz, its timing is laden with significance, as tensions with Iran have deepened and the United States has withdrawn its last soldiers from Iraq. “This sale will send a strong message to countries in the region that the United States is committed to stability in the gulf and the broader Middle East,” said Andrew J. Shapiro, the assistant secretary of state for political-military affairs. “It will enhance Saudi Arabia’s ability to deter and defend against external threats to its sovereignty.” The agreement also suggests that the United States and Saudi Arabia have moved beyond a bitter falling-out over the uprisings in the Arab world. Though the two countries continue to differ on how to handle the popular revolts in the region, American and Saudi officials said, the disagreement has not fractured a strategic alliance based on a common concern over Iran. Saudi Arabia is a longtime foe of Iran, with relations souring further last fall after the United States broke up what it said was an Iranian-backed plot to kill the Saudi ambassador to Washington. Iran has denied the accusations. “When you look at the size of this package, what does it tell you about U.S.-Saudi relations?” said a senior Saudi official, who spoke anonymously because he was not authorized to speak publicly. “It says it’s very strong and very solid. Any disagreements from time to time don’t affect the core relationship.” 

Defense meetings show strong partnership now
AFP, 12

AFP, 4-12-12, [“Saudi, U.S. defense chiefs focus on Syria crisis at meeting in Washington,” AL ARABIYA, http://english.alarabiya.net/articles/2012/04/12/207125.html] E. Liu
Saudi Defense Minister Prince Salman bin Abdul Aziz held talks at the Pentagon on Wednesday that focused mainly on the crisis in Syria, as the Saudi Arabia and the United States both affirmed their “strong and enduring” partnership. The meeting between the defense officials came hours before a ceasefire deadline in Syria was due to expire. “Clearly both countries share a concern about what’s happening in that country,” press secretary George Little told reporters after Prince Salman and U.S. Defense Secretary Leon Panetta met. The Saudis have called for arming rebels fighting the regime in Syria but the United States has been willing only to provide “non-military” assistance to the opposition in the form of radio equipment. Pentagon officials could not confirm whether the talks between Panetta and Prince Salman touched on possibly arming the rebel fighters. But U.S. policy is focused on diplomacy “to put political and economic pressure on the regime to try to stop the violence against civilians in that country,” Little said. The Saudi minister also met with President Barack Obama during his trip to Washington, White House officials said. “The president and Prince Salman affirmed the strong and enduring partnership between the United States and Saudi Arabia and discussed a range of bilateral and regional issues,” the statement from the White House said. Prince Salman earlier held talks with General James Mattis, the head of U.S. Central Command who oversees troops in the Middle East, according to the Saudi embassy. The meetings came as Syria announced it would cease military action against rebel forces starting Thursday, the deadline set by peace envoy Kofi Annan for a halt to 13 months of fighting that left over 9,000 dead. Although Annan said he had received a written pledge from Damascus, top U.S. officials expressed skepticism after regime forces pounded protest centers on Wednesday, killing 14 civilians, according to monitors. Prince Salman and Panetta also discussed political change in the Middle East and North Africa, Iran, Yemen, the “common threat of terrorism,” the Israeli-Palestinian peace process and “ways of deepening U.S.-Saudi defense cooperation,” Little said.

Dependence Now

Plenty of oil is being produced and sold now
Reuters, 6-29-12, [“OPEC output steady, Saudi compensates for Iran fall: Reuters Survey,” Alex Lawler, http://in.reuters.com/article/2012/06/29/opec-oil-survey-idINDEE85S0EV20120629] E. Liu
U.S. and European sanctions have pushed Iran from second-largest producer in the Organization of the Petroleum Exporting Countries to rank third behind Iraq. The survey added to evidence that Saudi Arabia is showing no sign of changing its policy of high oil output to support the world economy, despite a fall in crude prices in June below $90 a barrel from near $130 in March. "I don't see Saudi Arabia cutting production by very much until the Iranian embargo situation is clarified and because of concern about global economic growth," said Paul Tossetti, senior energy adviser at PFC Energy. Supply from the 12-member OPEC has averaged 31.63 million bpd as the end of the month approaches, down from a revised 31.70 million bpd in May, the survey of sources at oil companies, OPEC officials and analysts found. Production is down only slightly from its highest in four years. OPEC pumped 31.75 million bpd in April, the highest since September 2008, based on Reuters surveys. OPEC is pumping 1.63 million bpd more than its official ceiling of 30 million barrels per day (bpd), despite agreeing to stick to that target at a June 14 meeting. With Iranian output falling, other members are seen as unlikely to implement large cutbacks. "Ultimately, as demand seasonally rises in the summer and increasing volumes of Iranian oil come under embargo, the likelihood is that OPEC will only need to marginally adjust production lower," said Harry Tchilinguirian, head of commodity markets strategy at BNP Paribas in London.
Link Overview

1. The plan rapidly accelerates our shift to alternative energies – That makes oil irrelevant in our strategic calculations, resulting abandonment of Southwest Asia and Saudi Arabia – We won’t intervene in conflicts and regimes and promote liberalism, feeling freer to criticize tyrannies and monarchies like Saudi Arabia, that’s Miller 6-28 – That would signal to Saudi Arabia we are unconcerned and disconnected from their interests

Link – Hydrogen

OPEC would suffer in a hydrogen transition
Blanchette Deputy Chief Engineer for Army Programs at the Software Engineering, 08 

Stephen Blanchette Jr., Deputy Chief Engineer for Army Programs at the Software Engineering, 08, [“A hydrogen economy and its impact on the world as we know it,” Energy Policy 36 (2008) 522–530, ideas.repec.org/a/eee/enepol/v36y2008i2p522-530.html] E. Liu
In 1976, Sheikh Ahmad Zaki Yamani, then oil minister of Saudi Arabia, said, ‘‘The big powers are seriously trying to find alternatives to oily.We hope to God they will not succeed quickly because our position in that case will be painful’’ (Hoffmann, 2002). With a strong focus on hydrogen today, one has to wonder if energy security for the developed world will spell insecurity for the OPEC nations. Why just the OPEC nations? Simply, the developed world has focused on exploiting the oil produced by the non-OPEC nations first. Consequently, the non-OPEC oil will dry up first, possibly as early as 2015, as noted earlier. Since the hydrogen economy likely will not take hold that soon (Romm, 2004), those producers outside the OPEC cartel will remain largely unaffected by it. The OPEC nations, however, figure to be the last oil suppliers on the planet, and they will experience the brunt of the transition.

***Saudi Internal Links and Impacts***

Oil Key to Relations

Oil interests prevent relations collapse – High prices encourage engagement
Gause, Professor of Political Science, 09
F. Gregory Gause, III, Professor of Political Science, 10-1-09, [“Saudi-American Relations,” Middle East Institute, http://www.mei.edu/content/saudi-american-relations] E. Liu
After al-Qa‘ida’s bombings of the American embassies in Kenya and Tanzania in 1998, the Salafi jihadist issue began to cause tensions in the Saudi-American relationship. With the 9/11 attacks, it became the central issue in the greatest crisis the relationship experienced since the 1973-74 oil embargo, if not since the inception of the relationship. The United States expected the Saudi leadership to conduct a searching self-examination about its ideological, organizational, and financial role in the development of Salafi jihadism (conveniently avoiding any public self-examination about its own role in the process). The Saudis went into a defensive crouch, denying any connection between the Kingdom and Usama bin Ladin, his ideas, or his organization. While it was clear that the Saudi government had had nothing to do with the attacks themselves, Riyadh’s unwillingness to confront its indirect role in the development of bin Ladin’s movement inflamed American public opinion. Saudi public opinion, never particularly pro-American because of the Arab-Israeli issue, among other things, reacted very negatively to the American wars in Afghanistan and Iraq. These were the makings of a serious rift, if not a rupture in the bilateral relationship. Yet, such a rupture did not happen, for two reasons. First, in 2003 al-Qa‘ida began a campaign in Saudi Arabia itself against the regime. The 2003 terrorist attacks in Saudi Arabia, more than those of 2001, mobilized the Saudi regime to take an active role in confronting the Salafi jihadist movement. The highest profile element of that campaign was a security offensive that started out haltingly but eventually succeeded in taking the fight to its domestic Salafi opponents. Less noticed in the United States was the sustained ideological effort by the regime to delegitimate bin Ladin’s ideas. The Saudis not only mobilized the official religious establishment, but also were able to rally a number of Salafi critics — some who had spent time in jail in the 1990’s — to the regime’s side. With this new commitment to confront Salafi jihadism domestically came greater cooperation with the United States on intelligence sharing and steps to dry up the sources of financial support for jihadist groups. The second reason that the relationship survived the post-9/11 crisis was the perception by leaders in both countries that geopolitical interests necessitated their continued close cooperation. Had the US war in Iraq succeeded in establishing a stable, secure, and pro-American Iraqi government, perhaps Washington might have been able to put some distance between itself and Riyadh. But with Iraq a mess and Iran a continuing challenge to American power and goals in the region, the US could not afford a further deterioration of its only working relationship with a major Gulf power. The run-up in oil prices from 2003 to 2008 also brought home to Washington the American interest in good relations with Saudi Arabia — the Organization of Oil Producing Countries’ (OPEC) dominant player and the world’s leading exporter of oil. Meanwhile, in the upheaval of the post-9/11 Middle East, with war and chaos in Iraq and the concomitant increase in Iran’s regional power, the Saudi leadership almost by instinct suppressed its misgivings about many Bush Administration policies (including the gentle but real pressure in 2004-05 for domestic political reform) and sought security in its historic refuge — its relationship with the United States. Both King ‘Abdullah and President George W. Bush took political risks (in terms of their respective domestic public opinion) to maintain the relationship during this difficult period.

Oil Key to Stability

High oil prices are key to maintain Saudi stability and pay off debts

Cairns, Department of Economics and Calfucura, 10 
Robert D. Cairns, Department of Economics at CIREQ McGill University and Enrique Calfucura, 10, [“OPEC: Market Failure or Power Failure?,” www.cireq.umontreal.ca/resenv/2010h/calfucura.pdf] E. Liu
The countries with high reserves have low populations, as pointed out by Hnylicza and Pindyck (1976). However, the populations have been increasing since the 1970s and there is very limited other economic activity to absorb them. The populations are (have to be) supported by large transfers from the public purse. Not doing so would destabilize the regimes, which are not secure (cf Ulrichsen 2009). Moreover, oil-based products are provided to the domestic market at prices far below their border prices. Many OPEC countries such as Iran, Venezuela and Indonesia use much of their output to provide for their domestic markets at extremely low prices. Consumption in OPEC countries, especially in Middle Eastern countries, is almost three times what is observed in other countries with similar levels of income per capita. Moreover, domestic demand in OPEC countries is inelastic to price and income (Chakravorty et al. 2000). Domestic consumption is expected to grow continually in those countries. Exports are from what is left over. There is an important limitation to revenues. Notwithstanding their access to oil revenues, the regimes, even Saudi Arabia, have had continuing fiscal deficits. Oil revenues are required to contribute to the governments‘ cash flows. 
Mutual investment patterns from oil wealth strengthen development and stability
Maloney, Senior fellow at the Saban Center for Middle East Policy at the Brookings Institution, 08
Suzanne Maloney, Senior fellow at the Saban Center for Middle East Policy at the Brookings Institution, 12-5-08, [“The Gulf's Renewed Oil Wealth: Getting it Right This Time?,” Survival: Global Politics and Strategy, 50:6, 129-150, www.brookings.edu/research/articles/2008/12/gulf-oil-maloney] E. Liu
Whatever their rationale, the consequence of these investment patterns is that the impact of the oil boom extends beyond the oil-rich states to other Middle Eastern countries. Intra-Arab investment tripled between 2000 and 2005, and at least 11% of Gulf foreign investment since 2002 has remained within the region, particularly North Africa.17 ‘Gulf investors are going very big on North Africa,’ one hedge-fund manager told a reporter recently.18 The numbers may still be paltry relative to the overall flow of revenues gushing into the Gulf, but for the recipients, the newfound regional interest can have a decisive impact, particularly for economies still transitioning away from the heavy hand of state control. The United Arab Emirates invested $3bn during 2007 in Egypt alone – a country whose stock market now draws 30% of its investors from the Gulf – and has made commitments to Morocco in the range of one-third of the country’s GDP. Overall, Gulf investments in the Arab world could reach $750bn by 2020, which would represent a quadrupling compared to the past five years.19 Having examined the fast-rising Gulf interest in local financial products, where private regional investors now park at least one-quarter of their portfolios (as opposed to 15% in 2002), one consulting firm has suggested that this investment is creating ‘a virtuous development cycle’ that can strengthen and mature local capital markets.20 One can reasonably extend this conclusion to the broader economic vitality of the region, since the multiplicity of alternatives available to the Gulf will minimise their tolerance for any business opportunities seen to suffer from a poor investment climate. Growing interest in intra-regional investment also holds out the prospect of not simply facilitating further privatisation and economic liberalisation across the region, but also mitigating at least some of its festering conflicts. Although the wealthy Middle Eastern states are rightly criticised for their stingy support to the Palestinians,21 Gulf wealth has played a significant role in rebuilding Lebanon after its civil war and helping to stabilise the government and the economy in the aftermath of the 2006 conflict with Israel and ensuing internal crises. 

Transition causes power decline of oil-exporters – Causes instability

Blanchette Deputy Chief Engineer for Army Programs at the Software Engineering, 08 

Stephen Blanchette Jr., Deputy Chief Engineer for Army Programs at the Software Engineering, 08, [“A hydrogen economy and its impact on the world as we know it,” Energy Policy 36 (2008) 522–530, ideas.repec.org/a/eee/enepol/v36y2008i2p522-530.html] E. Liu
That investment could be funded through higher oil prices: As already discussed, there would be some period between now and the advent of a hydrogen economy when OPEC nations would exert considerable control over the world’s oil supply (and, therefore, over prices). However, the rest of the world would need not simply pony up as it did in the 1970s. Rather than pay more for oil, with the attendant recessionary pressures doing so would bring, the nations working seriously on hydrogen power could barter the technology to help the OPEC nations catch up, in exchange for relatively stable oil prices in the interim. Indeed, some form of assistance to OPEC countries would likely be necessary in any scenario. Beyond the infrastructural changes needed for hydrogen, the OPEC nations will be challenged to balance their economies in the absence of oil. Without assistance, the transition from being developing nations with some global economic sway to being ‘‘ordinary’’ developing nations likely would bring unrest and instability to the region, with the potential to spread beyond.

Oil Key to Stability

Saudi spending is key to social expenditures that bolster stability – Key to growth, regional security, Israeli peace and balancing Iran
Cordesman, senior fellow at the Center for Strategic and International Studies, 11
Anthony H. Cordesman, senior fellow at the Center for Strategic and International Studies (CSIS), 2-26-11, [“Understanding Saudi Stability and Instability: A Very Different Nation,” CSIS, http://csis.org/publication/understanding-saudi-stability-and-instability-very-different-nation] E. Liu
Saudi Arabia is scarcely immune to protest and dissent, and has long struggled with the challenges of reform. What is most striking about the Kingdom over the past weeks of crisis, however, has been the lack of any major challenge to government and the way it functions This may well not continue. More secular Saudi intellectuals and youth are already sending letters and petitions, and calling for more rapid reform. Some more extreme voices are going further and calling for “days of rage” – mirror imaging similar calls in Tunisia and Libya. In today’s Middle East, some demonstrations seem inevitable in every country, and no one can guarantee Saudi Arabia’s future stability in a time of turmoil. At the same time, there are good reasons to hope that Saudi Arabia will continue on the path to peaceful reform and change. A small, highly vocal minority does not speak for a nation, and Saudi stability may well prove to be strong enough so that the end result is to aid reform rather than threaten the regime. A History of Concerns versus a History of Stability One reason is the Kingdom’s history. Every crisis in the Middle East since the time of Nasser has led to a new round of speculation about Saudi Arabia and the future of the monarchy. Yet, it has now been more than half a century since that speculation began and Saudi Arabia has not changed its regime As other countries in the region have shown all too clearly, a history of stability is no guarantee for the future, but it is important to note that Saudi stability has been the product of the fact that its government has dealt with each wave of change by making the reforms that are critical to maintaining popular support. The current King – King Abdullah bin Abdul Aziz -- may be in his late 80s, he led a government that consistently pursued policies that made him a symbol of social, economic, and educational reform to many Saudis but long before the current crisis. At the same time, he has dealt with the fact that the Saudi population and clergy are deeply committed to a puritanical form of Islam and resist social change when it seems to come into conflict with traditional religious and social practices, and that Saudi society is driven by its internal values and demands that are very different those of Western secularism. It is striking that when this new wave of crises began, King Abdullah did not react with a wave of new security measures. Instead, his government issued a series of royal decrees that provided a multi-billion dollar investment in stability by meeting the people’s needs. The Saudi government has announced that these investments include: $10.6 billion (SR 40 billion) in new funding for housing loans through the Real Estate Development Fund. $7.9 billion (SR 20 billion) in funding to increase the capital of the Saudi Credit Bank $266 million (SR 1 billion) to enable social insurance to increase the number of family members covered $319.9 million (SR 1.2 billion) to expand social services. $933 million (SR 3.5 billion) to help the needy repair their homes and pay utility bills $126.9 million (SR 476 million) to support programs for needy students at the Ministry of Education. $3.9 billion (SR 15 billion) to support the General Housing Authority A 15% pay increases for state employees. 50 percent increase in the annual allocations for charitable organizations to $120 million (SR 450 million). $26.7 million ($100 million) annually allocation to projects of the National Charitable Fund will get SR 100 million These investments total some $36 billion and they are obviously intended to defuse popular unrest. At the same time, they are not some sudden rush to invest in jobs, housing, medical services, and education. They reflect half a century of Saudi government investment in precisely the priorities that drove the core demands of the protesters in Egypt and Tunisia and the focus of social justice that has been the key to most of the current unrest in the Middle East. History scarcely means we can take Saudi stability for granted. Saudi Arabia is simply too critical to US strategic interests and the world. Saudi petroleum exports play a critical role in the stability and growth of a steadily more global economy, and the latest projections by the Department of Energy do not project any major reductions in the direct level of US dependence on oil imports through 2025. Saudi Arabia is as important to the region’s security and stability as it is to the world’s economy. It is the key to the efforts of the Gulf Cooperation Council to create local defenses, and for US strategic cooperation with the Southern Gulf states. It plays a critical role as a counterbalance to a radical and more aggressive Iran, it is the source of the Arab League plan for a peace with Israel, and it has become a key partner in the war on terrorism. The US strategic posture in the Middle East depends on Saudi Arabia having a friendly and moderate regime.

Stability – Oil Shocks – Economy

Saudi instability collapses global economy – Oil shocks and reverses confidence
The Guardian, 11

The Guardian, 2-27-11, [“Still-fragile world economy braced for effects of another oil shock,” Heather Stewart, http://www.guardian.co.uk/business/2011/feb/27/world-economy-braced-for-oil-shock]

At the same time, some analysts are pointing out that it is important not to rule out more extreme scenarios in the Middle East in the months ahead. Saudi Arabia's King Abdullah announced a $35bn package of handouts to calm his restive nation last week, including the introduction of unemployment benefit for the first time. Most experts believe Saudi Arabia is stable, but many would have said that about Egypt, Tunisia and Libya even a few months ago. Saudi supplies can easily offset the shortage of oil production from Libya; but if the chaos spreads to Riyadh, all bets are off. Kidd adds that even without a revolution on the streets of Saudi Arabia, some other scenario could hit the world economy by shattering confidence: the oil shock could be compounded by another, unexpected and unrelated, event bursting into the markets' consciousness – a renewed fiscal crisis in Spain, for example. That could send markets spiralling downwards, by shattering the sanguine world-view of many investors and causing confidence to collapse. 
Economic collapse causes global nuclear war

Merlini, nonresident senior fellow at the Center on the United States and Europe, 11
Cesare Merlini, nonresident senior fellow at the Center on the United States and Europe, chairman of the Board of Trustees of the Italian Institute for International Affairs (IAI) in Rome, expert in transatlantic relations, European integration and nuclear non-proliferation, with particular focus on nuclear science and technology, April–May 2011, “A Post-Secular World?,” Survival, vol. 53 no. 2, pp. 124, http://www.brookings.edu/~/media/Files/rc/articles/2011/04_international_relations_merlini/04_international_relations_merlini.pdf

Two neatly opposed scenarios for the future of the world order illustrate the range of possibilities, albeit at the risk of oversimplification. The first scenario entails the premature crumbling of the post-Westphalian system. One or more of the acute tensions apparent today evolves into an open and traditional conflict between states, perhaps even involving the use of nuclear weapons. The crisis might be triggered by a collapse of the global economic and financial system, the vulnerability of which we have just experienced, and the prospect of a second Great Depression, with consequences for peace and democracy similar to those of the first. Whatever the trigger, the unlimited exercise of national sovereignty, exclusive self-interest and rejection of outside interference would likely be amplified, emptying, perhaps entirely, half-full glass of multilateralism, including the UN and the European Union. Many of the more likely conflicts, such as between Israel and Iran or India and Pakistan, have potential religious dimensions. Short of war, tensions such as those related to immigration might become unbearable. Familiar issues of creed and identity could be exacerbated. One way or another, the secular rational approach would be sidestepped by a return to theocratic absolutes, competing or converging with secular absolutes such as unbridled nationalism.
Terminal – Iran Expansionism

Iranian expansion causes nuclear war
Alon Ben-Meir, 07 (“Ending Iran's defiance American pressure at this time will not be taken lightly by Iranian regime”, http://www.ynetnews.com/articles/0,7340,L-3361650,00.html, accessed 6/25/10)-Wey
The fact that Iran stands today able to challenge or even defy the United States in every sphere of American influence in the Middle East attests to the dismal failure of the Bush administration’s policy toward it during the last six years. Feeling emboldened and unrestrained, Tehran may, however, miscalculate the consequences of its own actions, which could precipitate a catastrophic regional war. The Bush administration has less than a year to rein in Iran’s reckless behavior if it hopes to prevent such an ominous outcome and achieve, at least, a modicum of regional stability.     By all assessments, Iran has reaped the greatest benefits from the Iraq war. The war’s consequences and the American preoccupation with it have provided Iran with an historic opportunity to establish Shiite dominance in the region while aggressively pursuing a nuclear weapons program to deter any challenge to its strategy. Tehran is fully cognizant that the successful pursuit of its regional hegemony has now become intertwined with the clout that a nuclear program bestows. Therefore, it is most unlikely that Iran will give up its nuclear ambitions at this juncture, unless it concludes that the price will be too high to bear. That is, whereas before the Iraq war Washington could deal with Iran’s nuclear program by itself, now the Bush administration must also disabuse Iran of the belief that it can achieve its regional objectives with impunity.     Thus, while the administration attempts to stem the Sunni-Shiite violence in Iraq to prevent it from engulfing other states in the region, Washington must also take a clear stand in Lebanon. Under no circumstances should Iranian-backed Hizbullah be allowed to topple the secular Lebanese government. If this were to occur, it would trigger not only a devastating civil war in Lebanon but a wider Sunni-Shiite bloody conflict. The Arab Sunni states, and especially Saudi Arabia, Egypt and Jordan are terrified of this possible outcome. For them Lebanon may well provide the litmus test of the administration’s resolve to inhibit Tehran’s adventurism but they must be prepared to directly support US efforts.     In this regard, the Bush administration must wean Syria from Iran. This move is of paramount importance because not only could Syria end its political and logistical support for Hizbullah, but it could return Syria, which is predominantly Sunni, to the Arab-Sunni fold. Mr. Bush must realize that Damascus’s strategic interests are not compatible with Tehran’s and that the Assad regime knows only too well its future political stability and economic prosperity depends on peace with Israel and normal relations with the United States.     President Assad may talk tough and embrace militancy as a policy tool, yet he is the same president who called, more than once, for unconditional resumption of peace negotiations with Israel and was rebuffed. The stakes for the United States and its allies in the region are too high to preclude testing Syria’s real intentions, which can be ascertained only through direct talks. It is high time for the Administration to reassess its policy toward Syria and begin by abandoning its schemes of regime change in Damascus. Syria simply matters; the Administration must end its efforts to marginalize a country that can play such a pivotal role in changing the political dynamics for the better throughout the region.     Iran could plunge Mideast into nuclear conflagration  Although ideally direct negotiation between the United States and Iran should be the first resort to resolve the nuclear issue, as long as Tehran does not feel seriously threatened it seems unlikely that the clergy will at this stage end the nuclear program. In possession of nuclear weapons Iran will intimidate the larger Sunni Arab states in the region, bully smaller states into submission, threaten Israel’s very existence, use oil as a political weapon to blackmail the West, and instigate regional proliferation of nuclear weapons’ programs. In short, if unchecked, Iran could plunge the Middle East into a deliberate or inadvertent nuclear conflagration.     If we take the Administration at its word that it would not tolerate a nuclear Iran and considering these regional implications, Washington is left with no choice but to warn Iran of the severe consequences of not halting its nuclear program.
Relations – Russian Oil Coalition

Economic profitability in the Saudi-US relationship through oil is key to check Russian oil coalitions
Fang, Assistant Professor of Political Science, Rice University, et al., 12

 Songying Fang, Assistant Professor of Political Science, Rice University, et al., AMY MYERS JAFFE, TED TEMZELIDES, 1-12, [“NEW ALIGNMENTS? THE GEOPOLITICS OF GAS AND OIL CARTELS AND THE CHANGING MIDDLE EAST ,” JAMES A. BAKER III INSTITUTE FOR PUBLIC POLICY, http://www.owlnet.rice.edu/~tl5/GasCartel.pdf] E. Liu
One of the central findings of our analysis is that geopolitical considerations can be dominant and may determine a very different outcome from that prescribed solely by economic considerations. Specifically, our analysis shows that one explanation for Russia’s failure to strike new energy coalitions is the ongoing oil-for-security relationship that Saudi Arabia and Qatar have maintained with the United States. Importantly, our analysis also sheds light on how the status quo may change in response to new political developments in the Middle East. We argue that the uprisings and democratization movements in the Middle East may compel Saudi Arabia to pay more attention to its domestic needs and, thus, elevate the importance of economic payoffs from its oil resources above geopolitical payoffs from a special Saudi-U.S. relationship. The consequence could be a Saudi-Russia coalition in the oil market. Saudi Arabia’s incentive to form such a coalition will become stronger if Russia can also help contain Iranian nuclear ambitions. On the other hand, our analysis suggests that the possibility of a gas cartel between Russia and Qatar is less likely. 

US ties with Saudi Arabia prevent Russian oil cartels and expansion
Fang, Assistant Professor of Political Science, Rice University, et al., 12

 Songying Fang, Assistant Professor of Political Science, Rice University, et al., AMY MYERS JAFFE, TED TEMZELIDES, 1-12, [“NEW ALIGNMENTS? THE GEOPOLITICS OF GAS AND OIL CARTELS AND THE CHANGING MIDDLE EAST ,” JAMES A. BAKER III INSTITUTE FOR PUBLIC POLICY, http://www.owlnet.rice.edu/~tl5/GasCartel.pdf] E. Liu
Historically, the United States’ close security relations with two major energy suppliers in the Mideast—Saudi Arabia (the world's largest oil exporter) and Qatar (the world’s largest liquefied natural gas exporter)—have limited Russia’s ability to achieve resource rent-seeking alliances in the Middle East. In recent years, however, Russia has tried to tap its large energy resource endowments to reassert its place as a global superpower.3 However, such exports have not been well received by important members of OPEC, and the public discussion of Russia joining OPEC has made little progress.4 Similarly, Russia’s initial efforts to create a gas cartel have been unsuccessful. In 2009, Russian gas industry leader Alexander Medvedev suggested that a gas troika of Iran, Qatar, and Russia consider joint “projects that could be implemented by the three countries in gas production and transportation.”5 Addressing a December 23, 2008, gathering of the Gas Exporting Countries Forum (GECF), a loose grouping of natural gas producers, Prime Minister Vladimir Putin hinted that a gas producer group might be rent-seeking. Because the cost of extracting gas was rising sharply, Putin contended that “the era of cheap energy resources, of cheap gas, is of course coming to an end.”6 Still, while Russia has, at the highest levels, approached the leadership of its biggest liquefied natural gas (LNG) or pipeline gas competitors in Iran, Libya, Algeria, and Qatar, so far it has failed to create convincing partnerships that could serve as the basis for cartelization. 

Russian Oil Coalition – Expansionism

Saudi-Russian collaboration facilitates and green lights Russia to expand and balance the US
Cohen, Ph.D., is a Research Fellow at The Heritage Foundation., 03
Ariel Cohen, Ph.D., is a Research Fellow at The Heritage Foundation., 9-10-03, [“RUSSO-SAUDI ROMANCE MAY MARGINALIZE THE CASPIAN,” Central Asia-Caucasus Analyst, http://www.cacianalyst.org/?q=node/1418] E. Liu
IMPLICATIONS:  The five-year oil-and-gas cooperation agreement signed in Moscow by the two energy ministers, Igor Yusufov and Ali al Naimi, will allow the two fuel giants to coordinate the supply of oil to the global markets. This will doubtless help them keep the oil price at a level desirable to both. But in addition to obvious mutual interests in the energy sector, there are reasons beyond influence in energy markets, which drive the Russo-Saudi relations. No longer sure of its prior close relationship with Washington, the Saudi monarchy is reaching out to the former empire it helped America to defeat in Afghanistan only 15 years ago. In the aftermath of the Iraq war, Riyadh is looking to balance U.S. influence in the Persian Gulf. It also hopes to diversify its sources of weapons, and signals to Washington that it keeps all geopolitical options open. Russia, the world’s third largest weapons exporter after the U.S. and Great Britain, leads the word in the number of large weapons systems, like tanks and aircraft, sold. Its military sales topped $6 billion in 2002, according to the Stockholm-based International Peace Research Institute. In the 1990s, Russia sold $4 billion worth of state-of-the-art multi-layer air defense systems to the United Arab Emirates, and would like to open the large and lucrative Saudi weapons market to its rusting, but once-formidable arms industry. CONCLUSIONS: Russia’s improved ties with Saudi Arabia and other Islamic states will give Moscow ever-increasing freedom of maneuver in the Caucasus and Central Asia. If the Islamic world mutes its criticism of Moscow’s policy in Chechnya, some in the Kremlin may interpret it as an implicit green light to neo-imperial behavior in the former imperial space. Dr. Sergey Karaganov, the Chairman of the Russian Council on Foreign and Defense Policy, and a consultant to the Russian government, was instrumental in bringing Prince Abdullah to Moscow. Karaganov says that the visit was “very productive”. This means Saudi-Russian cooperation both on energy and on Chechnya. Karaganov, however, is known as an advocate of a more robust Russian policies toward Georgia and Azerbaijan. His buoyancy on the Saudi-Russian ties may indicate a “new thinking” in the Kremlin: to make Russia indispensable to the U.S., Iran, as well as to Saudi Arabia, and in turn demanding their acquiescence to Russia’s assertive policies in the “near abroad.”

Russian expansionism causes instability, proliferation and nuclear war

Cook, Major, 98, 
D.G. Cook, Major, 98, The Empire Strikes Back: Russia's Strategy is Still a Threat to Canada's Security, http://www.fas.org/nuke/guide/russia/doctrine/0027.htm
Russia has come a long way since the demise of the Soviet Union. Russian efforts at re-integration of Russia into the world community as a major power will continue. This will continue even with the domestic economic problems within its borders, as long as President Yeltsin can hold onto power. Russia's economic strategy threatens Canada's security through the spread of transnational crime, the proliferation of weapons, and the frustration that it will face as it moves from a second wave nation to a third wave nation, thus leading to possible clashes with the West. The expansion of the Russian Mafiya into Canada threatens the Canadian social-cultural way of life. The proliferation of weapons sold by this crime organization around the world disrupts Canada's view of world stability. Russia is now vying with United States multinationals in the 'near abroad' causing a major contention over the oil in the region. If Russia sees this oil and other resources as critical to its survival, it would lead to heavy tension with the United States. Any conflict in this region between Russia and the United States could possibly involve Canada as a United States coalition partner. Without foreign investment into Russia, there is a real threat of economic collapse within Russia. This would lead to instability in the region and the resurrection of the old Soviet Regime controlled by the military. Foreign policy will be more directed towards trade than to military meddling outside its borders. As Russia tries to create a new industrial base on which to build its economy, it has no environmental laws on which to prevent destruction of its and the world environment. This environmental threat poses a threat to Canadian beliefs and values. Russian opposition to the expansion of NATO will continue and may lead to an accelerated modernization of its military to counter any threat from the west. This would likely lead to even closer ties between Russia and China, as they try to counter the 'unipolarity' of the United States. Western nations, including Canada, would be hard pressed to counter this threat due to the downsizing of there militaries as part of the 'peace dividend.' The Russian military is still large, but facing a deterioration in the state of its equipment, and a crisis in command and control. The control and accountability of Russian nuclear weapons should be of major concern to the world. Russian peacekeeping efforts in its 'near abroad' could lead to Russia becoming involved in another protracted war causing major instability in the region. This could spread, drawing Canada into the conflict as a member of the Atlantic Alliance. If Russia's military is forced to take over the political structure as predicted by the Strategic Studies Institute, then Canada will be facing the same threat as during the Cold War.

Saudi Instability Coming

Arab Spring could easily spread to Saudi Arabia – Economic benefits are key
Terrill, SSI’s Middle East specialist served as a Middle East nonproliferation analyst for the International Assessments Division of the Lawrence Livermore National Laboratory, 11

W. Andrew Terrill, SSI’s Middle East specialist. Prior to his appointment, he served as a Middle East nonproliferation analyst for the International Assessments Division of the Lawrence Livermore National Laboratory, 12-11, [“The Saudi-Iranian Rivalry and the Future of Middle East Security,” Strategic Studies Institute, http://www.strategicstudiesinstitute.army.mil/pubs/display.cfm?pubID=1094
Despite their competition with Riyadh, the Iranians most serious military rival for influence within the region is the United States, not Saudi Arabia. Correspondingly, Tehran often finds itself in the difficult position of opposing Saudi foreign policy objectives while seeking to avoid pushing the United States and Saudi Arabia into a closer political relationship. In this environment, major Iranian leaders have often found it necessary to reassure the Saudis in public that they do not wish them ill.7 Rather, they maintain that the United States is seeking to “dupe” the Gulf States into believing that the Islamic Republic constitutes a threat when it does not.8 In some ways, the competition between Iran and the GCC states mirrors that of the United States with Iran, while in other ways these rivalries differ. Both regional leaderships are aware of ways in which they can seek advantages by maintaining a civil dialogue with the other party when this is possible. The Iranians are often at odds with Saudi Arabia and its allies, but sometimes seek to project that opposition in ways that focus most of their criticism on the United States. Conversely, Saudi Arabia remains alert to the danger that an assertive opposition to Iran could cause Tehran to escalate its acts of hostility. At various points in the relationship, Riyadh has even provided reassuring comments about Iran’s peaceful intensions and high level visits have occurred between the two countries. Additionally, neither Tehran nor Riyadh is immune to the political turbulence now sweeping the Middle East. Saudi Arabia has seen limited levels of political discontent during the Arab Spring, while Iran experienced serious unrest in 2009 following its disputed June presidential election, which is widely understood to have been “stolen” by the Ahmadinejad government.9 Saudi Arabia seems to have contained serious domestic unrest by introducing massive new economic benefits programs for its citizens designed to increase their stake in the current political system. Iran, by contrast, used repression to defeat the Green Movement, which called for substantial reform and the decertification of President Ahmadinejad’s disputed re-election victory in the immediate aftermath of the 2009 election crisis. To the extent possible, both countries will correspondingly adjust their foreign and domestic policies to guarantee regime survival in the face of regional unrest. The future replacement of either or both countries’ governments, should this occur, will probably alter rather than eliminate their rivalry, which is based on a variety of factors in addition to the differing systems of government. 

The Background of Saudi-Iranian Relations.

Saudi Prolif Yes

Saudi Arabia can buy or build a nuclear weapon to deal with threats
Ladha, experience at Harvard’s Project on Managing the Atom and Ploughshares , will be a PhD Candidate at The Fletcher School, 12
Rizwan Ladha, experience at Harvard’s Project on Managing the Atom and Ploughshares , will be a PhD Candidate at The Fletcher School, Spring 12, [“A Regional Arms Race? Testing the Nuclear Domino Theory in the Middle East,” The Fletcher School – al Nakhlah – Tufts University, http://kms1.isn.ethz.ch/serviceengine/Files/ISN/142912/ichaptersection_singledocument/66c667f8-b617-49d2-9e9b-ba5067eb77dd/en/43F8F8EF81014262AB2A119709E495E3.pdf] E. Liu
Overwhelming regional security concerns drive the Saudi position on Iran’s nuclear program. In June 2011, Saudi Prince Turki alFaisal declared that an Iranian nuclear bomb would “compel Saudi Arabia… to pursue policies which could lead to untold and possibly dramatic consequences.” An official close to the prince later clarified his remarks, saying: “If Iran develops a nuclear weapon, that will be unacceptable to us and we will have to follow suit.”17 These statements echoed the private remarks of Saudi King Abdullah, who claimed in 2008 that if Iran developed nuclear weapons, “everyone in the region would do the same, including Saudi Arabia.”18 In fact, as far back as 2003, Saudi Arabia launched an internal strategic review to determine the feasibility of developing nuclear weapons. To date, an extended deterrence guarantee by the United States to Saudi Arabia has provided reassurances that Washington would come to the aid of Riyadh, should the latter be attacked with weapons of mass destruction. The strength of that guarantee may be strained, however.19 It was also revealed in 2003 that Saudi Arabia might have signed a secret agreement with Pakistan, whereby Islamabad would provide Saudi Arabia with nuclear weapons technology in exchange for cheap Saudi oil.20 This suggests that under duress, Saudi Arabia might decide to buy, rather than build, a nuclear weapon.21 Saudi Arabia does maintain an interest in developing nuclear energy22—which it theoretically could reroute toward a weapons program—but to date, Riyadh has demonstrated a desire to forgo domestic uranium enrichment and spent fuel reprocessing capabilities, which are the two channels through which a country can produce a nuclear weapon.23 Nonetheless, Saudi Arabia might be motivated to develop a nuclear program to gain regional prestige,24 and certainly has the economic resources to develop the requisite technologies to produce nuclear weapons. At the very least, it could build a nascent nuclear program under the ostensible justification of generating nuclear power to diversify its domestic energy mix, with the option to later weaponize. 

Terminal – Southwest Asian War

Southwest Asian war escalates to biological and nuclear weapons
Russell, senior lecturer in the Department of National Security Affairs at the Naval Postgraduate School, 09
James A. Russell, senior lecturer in the Department of National Security Affairs at the Naval Postgraduate School, Spring 09, [“Strategic Stability Reconsidered: Prospects for Escalation and Nuclear War in the Middle East,” Institut Français des Relations Internationales, Spring 2009, http://www.analyst-network.com/articles/141/StrategicStabilityReconsideredProspectsforEscalationandNuclearWarintheMiddleEast.pdf]

Strategic stability in the region is thus undermined by various factors: (1) asymmetric interests in the bargaining framework that can introduce unpredictable behavior from actors; (2) the presence of non-state actors that introduce unpredictability into relationships between the antagonists; (3) incompatible assumptions about the structure of the deterrent relationship that makes the bargaining framework strategically unstable; (4) perceptions by Israel and the United States that its window of opportunity for military action is closing, which could prompt a preventive attack; (5) the prospect that Iran’s response to pre-emptive attacks could involve unconventional weapons, which could prompt escalation by Israel and/or the United States; (6) the lack of a communications framework to build trust and cooperation among framework participants. These systemic weaknesses in the coercive bargaining framework all suggest that escalation by any the parties could happen either on purpose or as a result of miscalculation or the pressures of wartime circumstance. Given these factors, it is disturbingly easy to imagine scenarios under which a conflict could quickly escalate in which the regional antagonists would consider the use of chemical, biological, or nuclear weapons. It would be a mistake to believe the nuclear taboo can somehow magically keep nuclear weapons from being used in the context of an unstable strategic framework. Systemic asymmetries between actors in fact suggest a certain increase in the probability of war – a war in which escalation could happen quickly and from a variety of participants. Once such a war starts, events would likely develop a momentum all their own and decision-making would consequently be shaped in unpredictable ways. The international community must take this possibility seriously, and muster every tool at its disposal to prevent such an outcome, which would be an unprecedented disaster for the peoples of the region, with substantial risk for the entire world. 

Iran Tensions Now

Saudi-Iran tensions in the Gulf are rising now – That threatens to cause war

Terrill, SSI’s Middle East specialist served as a Middle East nonproliferation analyst for the International Assessments Division of the Lawrence Livermore National Laboratory, 11

W. Andrew Terrill, SSI’s Middle East specialist. Prior to his appointment, he served as a Middle East nonproliferation analyst for the International Assessments Division of the Lawrence Livermore National Laboratory, 12-11, [“The Saudi-Iranian Rivalry and the Future of Middle East Security,” Strategic Studies Institute, http://www.strategicstudiesinstitute.army.mil/pubs/display.cfm?pubID=1094
Iran seeks to expand its power in the Gulf, which is a key area of competition between the two states. Saudi Arabia and to varying extents other Gulf Arab states often seek to contain Iran’s quest for dominance. In the struggle for Gulf influence, Saudi Arabia has consistently maintained a vastly higher level of political clout with local states than Iran. Iran currently cannot hope to overshadow Saudi regional influence in the Gulf, but it does seek to influence Gulf Arab states and is especially interested in pressuring them to minimize or eliminate their military links to the West. In recent years, Sunni-Shi’ite tension in the Gulf seems to have been rising for a number of reasons. Such problems reached a high point with the March 2011 Saudiled military intervention in Bahrain. Consequently, it is increasingly likely that the rivalry between Riyadh and Tehran will intensify in the near future. In this environment, U.S. intelligence officials and policymakers will correspondingly need to be aware of the possibility that Saudi Arabia may overestimate Iranian involvement in any regional crisis and at times conflate Shi’ite assertiveness with Iranian activism on the basis of their own form of worst-case analysis and very little evidence. 

AT: Domestic Consumption Turn

Saudi social and industrial policies prevent oil price increases

Lahn, Research Fellow for Energy and Development at Chatham House and Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 11
Glada Lahn, Research Fellow for Energy and Development at Chatham House and Paul Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 12-11, [“Burning Oil to Keep Cool The Hidden Energy Crisis in Saudi Arabia,” The Royal Institute of International Affairs, Chatham House, www.chathamhouse.org/publications/papers/view/180825] E. Liu
However, several factors make raising the price of energy a daunting task for the Saudi government – not least the role of cheap energy in Saudi Arabia’s social contract and in its industrial development policy. Powerful groups within the country as well as the poor currently benefit from the status quo, so opposition to price rises would be strong. The report discusses this and the associated challenges. It then suggests possible ways forward with reference to several international examples. Experience in other countries shows that to achieve their goals, the authorities would have to prepare Saudi society for price rises. Public education campaigns and mechanisms to offset the higher costs for the most affected consumers need to be well thought out and planned for the long term. This will involve the coordination of a wide range of agencies and action on legal, regulatory and administrative fronts. Under the Saudi bureaucracy, this would appear more painful than investing in new, large-scale energy supplies, but would ultimately pay back greater dividends for future generations.
No transition to efficiency – Saudis see climate change mitigation as a plot from the outside

Lahn, Research Fellow for Energy and Development at Chatham House and Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 11
Glada Lahn, Research Fellow for Energy and Development at Chatham House and Paul Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 12-11, [“Burning Oil to Keep Cool The Hidden Energy Crisis in Saudi Arabia,” The Royal Institute of International Affairs, Chatham House, www.chathamhouse.org/publications/papers/view/180825] E. Liu
Environmental awareness is culturally new in the country although there are some nascent attempts to promote it through Islam and local community improvement projects.57 Concern about climate change is not high up the agenda in Saudi Arabia or indeed elsewhere in the GCC countries. Although the phenomenon is widely accepted, many still regard the multilateral agenda to mitigate it by reducing CO2 emissions as a ‘plot’ to undermine the oil-exporting countries. By contrast, local air pollution is an issue of public concern, not least because its impacts are tangible and immediate. As in most other developing countries, the argument for greater efforts to reduce fuel use is more likely to be won through appeals to concerns about the effects on health than to concerns about climate change.

AT: Oil Disease

Saudi spending goes towards diversification and job creation
Cordesman, senior fellow at the Center for Strategic and International Studies, 11
Anthony H. Cordesman, senior fellow at the Center for Strategic and International Studies (CSIS), 2-26-11, [“Understanding Saudi Stability and Instability: A Very Different Nation,” CSIS, http://csis.org/publication/understanding-saudi-stability-and-instability-very-different-nation] E. Liu
It is all too easy to focus on politics and ignore the quality of governance. The fact remains, however, that the way states actually spend their money is at least as critical a measure of their “legitimacy” as their politics. Saudi national budget and five year plans have consistently reflected the fact that Saudi leaders do not simply talk about reform and progress, they have made massive expenditures on every critical aspect of social welfare. Any examination of Saudi budgets, five-year plans, and the reports of the Saudi Arabian Monetary Agency since the mid-1970s, shows that Saudi Arabia has not suffered from the “petroleum disease.” Money has gone where it is needed and where it helps preserve stability. The government has invested massive amounts of money in job creation and pushed hard to reduce its dependence on foreign labor. Its elite may be incredibly rich, but the vast majority of Saudi revenues have gone to national security and the broader population, including both the poor and a steadily expanding middle class. This investment has included massive increases in key services like power and water. There has been an almost incredible expansion of education (now some 6% of the GDP), health care, and housing in the face of massive population growth. Government services have become much more effective while the barriers to private Saudi and outside investment have been sharply reduced.  The Saudi national oil company, ARAMCO, has become a model merit-based employee. The Kingdom has spent billions and billions to  create and expand industrial cities throughout the Kingdom, while it has opened up the rest of its economy, sought to replace foreign labor with Saudis, and begun to develop new sectors of the economy like mining and new sources of income like tourism.

AT: Saudi Reforms Turn

Oil revenues are being channeled into innovation and growth independent of oil
Abdelal, Joseph C. Wilson Professor of Business Administration at Harvard Business School, et al., , 08

Rawi Abdelal, Joseph C. Wilson Professor of Business Administration at Harvard Business School, et al., AYESHA KHAN, 

AND TARUN KHANNA, 9-08, [“Where Oil-Rich Nations Are Placing Their Bets,” Harvard Business Review, hbr.org/2008/09/where-oil-rich-nations-are-placing-their-bets/ar/1] E. Liu

Perhaps the most fundamental transformations are happening in the GCC countries themselves. Amid the colossal buildup of wealth over just the past few years, you might expect that oil-producing states would be lulled into complacency, tempted to live exclusively – and quite comfortably, in fact – off their abundant surpluses. You would be wrong. The Gulf region is intent on creating a name for itself as a center for innovation. Markets for goods and services coming into and being sold out of GCC countries are booming. A healthy rivalry has emerged among GCC states to be recognized as the destination for world-class logistics, real estate, tourism, health care, alternative energy, and so on. This has led to some aggressive efforts within GCC states to improve their fi nancial institutions and to develop leading-edge sustainable infrastructures. Developing a world-class industrial and service economy. Consider what Abu Dhabi’s Mubadala Development Company has achieved in just six years. A March 2007 Fortune article labeled the capital of the United Arab Emirates the “richest city in the world.” Rich? Absolutely. Modern? To be sure, as Abu Dhabi has fi lled itself with the trappings of early twenty-fi rst century capitalism. But Abu Dhabi is not yet a “developed” economy; it has lagged in development of infrastructure, education, health care, and innovation, and it doesn’t have an indigenous institutional infrastructure to support local economic activity in these areas. (For more on infrastructure development in emerging economies, see Tarun Khanna and Krishna G. Palepu’s “Emerging Giants: Building World-Class Companies in Developing Countries,” HBR October 2006.) Of course, it doesn’t help that most of its citizens are used to being supported by the government and, until very recently, were not entirely familiar with the hurly-burly of entrepreneurship and global competition. Having learned hard lessons from the most recent era of inexpensive oil, Abu Dhabi’s leaders want change: a future in which their incomes aren’t tied so inextricably to the volatile price of a commodity. In particular, they want a developed industrial and service economy with meaningful jobs and leadership opportunities for citizens. But they know they can’t mimic the low-wage labor path followed by scores of countries including China and South Korea. That would take far too much time and require far too much change to underlying institutions. Nor can Abu Dhabi follow the Indian example of relying on bottom-up indigenous enterprise development. It lacks the deep pools of highly skilled technical talent and large labor forces that characterize at least some Indian metropolises.

***Russia Uniqueness***
Russian Econ High
Russia’s economy is strong due to oil revenue
Scott Rose and Agnes Lovas, 2011, Putin Must Beat Own Economic Record As Russian Goldehttp://www.bloomberg.com/news/2011-12-21/putin-must-beat-his-own-economic-record.html

Vladimir Putin may be his own toughest competition in next year’s presidential race. Putin, now prime minister, is trying to persuade voters he can repeat the performance of his first two terms in the Kremlin, when the economy grew at an annual average of 7.1 percent from 2000 to 2008. Gross domestic product in Russia, the world’s biggest supplier of energy, may rise 4.5 percent this year, according to government forecasts, even after a boost from record oil prices. Russia’s main export blend of the fuel has averaged $109 a barrel in 2011, more than the $46 a barrel in 2000-2008. Putin’s failure as prime minister to match the burst of growth under his presidency may push him to raise spending on favored groups, such as the military, to woo support before March 4 elections. United Russia, the party Putin chairs, won less than half the balloting in a parliamentary vote Dec. 4. Tens of thousands of people protested the following weekend in Moscow after international observers said there was evidence of ballot-box stuffing. More protests are planned for Dec. 24. “His authoritarianism is precipitated on his ability to deliver increased welfare to a large portion of the society,” said Fredrik Erixon, director of the European Centre for International Political Economy in Brussels, in a phone interview. “If he doesn’t do that, his political model is going to be damaged.” ‘Golden Decade’ Putin’s ascent to the presidency in 2000 marked the beginning of a “golden decade,” Alexei Kudrin, who was finance minister during the entire period, said at a conference in Moscow last week. Spending surged fourfold on rising energy prices, leading to a 68-percent, 10-year rise in the economy, he said, adding, “That’s never going to happen again.” President Dmitry Medvedev, 46, proposed in September that Putin, 59, return to the presidency. A showing of less than 50 percent in March would force Putin into a runoff. The premier says Medvedev, whom he handpicked to move to the Kremlin because of a constitutional limit on serving more than two consecutive terms, may now become prime minister. Putin is almost certain to survive a runoff because voters remember how bad things were under former President Boris Yeltsin, said Michael Ganske, head of emerging-market research at Commerzbank AG in London, in a phone interview.

***Russia Internal Links*** 
A2 Dutch Disease 

High oil prices are key to long-term economic stability – shifting the economy now collapses Russia 

Gaddy ’11 

[Clifford G. Gaddy, former Visiting Professor of Economics, Johns Hopkins University, Senior Fellow, Global Economy and Development at brookings, 6/16/11http://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, can not, 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.

AT: High Prices Bad - Diversification
Russian governmental leadership and awareness mean diversification now  

Kopinski ’11 

[Mark Kopinski, Chief Investment Officer, Global and Non-U.S. Equity at American Century Investments, 1/19/11 http://americancenturyblog.com/2011/01/russia%E2%80%99s-push-for-economic-diversificationand-modernization/]

“One of the biggest problems facing Russia, however, is its lack of economic diversification and overreliance on revenues from oil and gas exports.” Since the collapse of the Soviet Union two decades ago, Russia has transformed itself from a centrally planned to a market-based economy. Along the way, however, the country’s push for economic diversification and modernization hasn’t been easy. Russia is contending with a host of issues, including a crumbling infrastructure, an aging workforce and inadequate pension system, and the development of new gas and oil fields to replace depleting current ones. Property rights remain weak and state interference in the private sector is also problematic. One of the biggest problems facing Russia, however, is its lack of economic diversification and overreliance on revenues from oil and gas exports. During the Great Recession, Russia’s economic dependence on oil and gas exports manifested itself more than the country’s leaders expected. As a result of plunging commodity prices, the country was among the hardest hit by the global economic crisis and the central government’s budget went from a surplus of 4.1% in 2008 to a deficit of 6.3% in 2009. In addition, real gross domestic product1 (GDP) growth dropped by 7.8% in 2009— the biggest decline on record. Consequently, the government is hoping to break its economic dependency on commodity export revenues and at the same time reduce its budget deficit. While economic reforms in the 1990s privatized most of Russia’s industrial base, the notable exceptions were the oil and gas sectors, where mismanagement and an exceptionally high rate of taxation has impeded growth and left them chronically underinvested. The good news for investors is that it is looking more likely that the government will relax its taxation of the sector and provide more incentives for exploration and development. The government is also selling stakes in a number of large state-owned companies to private investors. 

A2 Oil Bad – US Econ

US Oil sales are the lynchpin of the economy – multiple industries

Epstein 6/15/12

[Alex Epstein, Founder and Director, Center for Industrial Progress, and principal at masterresource http://www.masterresource.org/2012/06/love-oil-companies-educate/]

This election year, America faces many crucial legislative choices in the oil/gas industry–and the PR strategy of oil companies will certainly affect the outcome. What should oil company executives do to improve their industry’s reputation and secure their freedom to produce the lifeblood of civilization? Unfortunately, the conventional answer is: pretend they’re not oil companies. BP’s John Browne some years ago infamously declared his company’s aspirations to be “Beyond Petroleum”–a slogan that obviously does not aid the industry’s desire for more petroleum drilling rights. (BP, to its credit, no longer trumpets this slogan, which defaults BP back to the implicit original, British Petroleum.) Chevron’s mega-PR-campaign, “We Agree,” features 10 empty slogans, not one of which expresses pride in producing oil, and some of which are downright offensive. “Oil companies should think more like technology companies,” the campaign says–as if the ability to extract the greatest portable fuel known to man from once-useless shale rock 10,000 feet below the surface of the Earth is not a technological achievement. This kind of posturing is self-defeating–no one believes that oil companies are anything other than oil companies. And it is a disservice to both their industry, which does not deserve flagellation (except when they rent-seek or engage in self-flagellaton), and to the American people, who desperately need to know the positive importance of the oil industry in their lives. We should never forget that the oil industry, whatever its problems (and most of those are caused by bad government policies) is the single most vital industry in the world. It has revolutionized agriculture; without oil and natural gas-based agriculture, we would not have the fertilizers, tractors, and transport that enable farmers to feed a record 7 billion people with the lowest malnutrition level in history. In other words, the oil industry solved world hunger. Wouldn’t that be profitable to point out? The oil industry has revolutionized health care. Every hospital lives and dies based on just-in-time transportation of supplies, sanitary plastic devices and disposables, and petroleum-based pharmaceuticals. Without hydrocarbon-based synthetic pesticides, the U.S. would still be cursed with insect-borne diseases, such as malaria, which afflict much of the undeveloped world. Wouldn’t that be profitable to point out? I could multiply the examples to every other industry, because every other industry benefits in proportion to the availability of cheap, plentiful, reliable, portable fuel–and that is what the oil industry works every day to bring to us. The benefits of oil are all around us. If most Americans truly understood these benefits, they would surely have a different view of the industry. They would think more like 1920s best-selling author Bruce Barton, who said, “My friends, it is the juice of the fountain of eternal youth…. It is health. It is comfort. It is success.”
Oil Key – Russia Budget

Oil export price increases are critical to keeping Russian expenditures balanced

Kramer and Herszenhorn 6/23/12

[Andrew E. Kramer, foreign policy contributor to the New York Times, and David M. Herszenhorn political journalist for the New York Times, http://www.nytimes.com/2012/06/24/world/europe/former-russian-finance-minister-warns-of-recession.html?_r=1

ST. PETERSBURG, Russia — President Vladimir V. Putin was all swagger last week at the annual economic forum here, effectively wagging a finger at Europe over its fiscal problems and keeping the chief executives of some of the world’s most powerful oil companies waiting for hours in a hallway until he finally met with them. In the forum’s keynote address, Mr. Putin boasted of Russia’s relatively low debt burden, balanced budget and “fiscal discipline.” 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. Mr. Putin, in contrast, spoke of Europe’s turmoil largely to highlight that Russia is better off. The gross domestic product, Mr. Putin said, will grow 4.3 percent this year. Money the government salted away in sovereign wealth funds from oil profits is ready to prop up businesses in a crisis, he said. And Russia’s debt, measured as a proportion of economic output, is one-tenth that of the United States and many European countries. Mr. Putin, in an apparent reference to the West, said heads of state must show “effective leadership and a responsible course of action” to halt the euro zone sovereign debt crisis. “That means a balanced-budget policy, control over state debt and fiscal discipline,” he said. “Rampant financial speculation and political populism are equally dangerous.” But Mr. Kudrin said Mr. Putin might need to rethink some of his own populism and renege on spending promises. Otherwise, Mr. Kudrin said, Russia’s budget could become too vulnerable to a downturn in global oil prices. During this year’s presidential campaign, Mr. Putin announced higher wages, better maternity leave benefits and greatly expanded military spending in the coming decade. “We need to look again at all programs being launched or expanded,” Mr. Kudrin said. “Even our current expenditures will be difficult to meet.” To balance even this year’s more modest budget, Russia needs oil prices for European export of $117 a barrel or higher; the price on Friday was $90.37. Russia’s economy suffers when oil prices decline. The Kremlin, Mr. Kudrin said, should brace itself for an extended oil price slump to $60 per barrel or lower. 

Oil Key – Russia Budget

Oil price collapse causes Russian deficit 

Kommersant, 2012, Russia’s Rating Vulnerable to Oil Price, May Tumble To 2000s Level,  http://en.ria.ru/papers/20120327/172420288.html

A sustained fall in the oil price could lead to a surge in deficit and government debt as well as a cut in Russia’s sovereign rating by up to three notches, Standard & Poor's Ratings Services said in a report. The report, Hooked on Oil: Russia’s Vulnerability to Oil Prices, examines Russia’s key economic indicators in two stress scenarios: one where the oil price drops to an annual average of $80 per barrel over a sustained period, and the other where the oil price drops to $60. Although the agency considers the likelihood of these two scenarios materializing over the next two years to be less than 30 percent, a fall in oil prices will damage the Russian economy and living standards in any case. Russia’s dependence on oil has been growing in recent years, as the non-oil-and-gas deficit rose from 4.8 percent of GDP in 2008 to 9.4 percent in 2011. The growing government spending has been largely financed by the oil and gas export revenues, which in turn depend on the global oil price. According to S&P experts, a $10 cut in oil prices sends Russia’s revenues down by 1.4 percent of GDP. If oil stands at $100 per barrel, the price Russia’s 2012 budget is based on, Russia will see only a modest 3.5 percent growth and a 2 percent deficit in 2013 and 2014, offset by an equal increase in reserve funds. However, oil at $80 will lead to a 0.2percent decline and a 4.4 percent deficit with a fast recovery to a 3.3 percent growth and 2.8 percent deficit in 2014. Net debt will also grow. The worst-case scenario, based on oil at $60, will lead to a severe recession. In that case Russia’s economy will contract by 5.3 percent of GDP in 2012. Although it may recover almost as rapidly as in the previous scenario, the federal budget deficit will surge to 8.2 percent this year and then gradually decrease to 5.9 percent in 2015, while the government debt will grow proportionately by 3.5 percent, 9.4 percent and 13.4 percent of GDP in 2012-2014. Russians’ incomes will shrink 20 percent, and will not regain their previous level even by 2014. The government will find it more difficult to alleviate the repercussions of this new crisis than in 2008: its spending obligations have grown while its safety cushion is smaller this time around. The Reserve Fund contained $62.4 billion as of March 1, 2012, down from $142.6 billion in September 2008. Borrowed resources may not be easily available, given the sharp rise in the country’s sovereign debt, S&P warns. The rating service believes Russia’s investment rating of ВВВ/Stable is most likely to be downgraded by one notch. In a stress scenario, Russia’s rating will lose three notches or more, especially if the economic slump also leads to a flight of foreign capital. 

High oil prices mean more cash flowing into the Russian government

Kenneth Rapoza, 2012, High Oil Prices Bode Well For Russian Government http://www.forbes.com/sites/kenrapoza/2012/01/28/high-oil-prices-bode-well-for-russian-government/

High oil prices mean more cash flowing into the Russian government. The country is dependent on energy exports to keep its budget surplus in tact. Oil futures cracked $100 a barrel this week, before settling at $99.56 for the May contract for WTI crude.  Still, prices like that bode well for Russia’s public coffers.

International Monetary Fund’s Moscow representative, Odd Per Brekk, said in an interview with Russian newswire Ria Novosti that high oil prices actually opened a “window of opportunity” for the country to take measures to strengthen and protect its economy from the ongoing problems facing Europe, it’s biggest oil and gas customer.
To take full advantage of this opportunity, Brekk said, the Russian government must undertake a complete economic transformation – keeping inflation at 3%-5%, cutting budget expenses, improving the financial sector and reducing its dependence on commodities materials. One way to do it is to use their oil wealth as a means to justify reform.

Current geopolitical events are supporting high oil prices, mainly problems in Libya and Syria, and a new oil embargo against Iran. Ria Novosti also noted in its report that Iraq was contributing to high oil prices as well. As U.S. troops head home, some oil firms are looking at the security risks there and wondering if it is worth maintaining current projects.

Russia’s government is expecting that the Iran oil embargo will contribute to a 10%-15% rise in oil prices, including the possibility of Iran closing the Strait of Hormuz, an important oil route in the Middle East.

Oil Key – Russia Budget

Taxes on oil and natural gas provide half of Russia’s government revenue

Kramer 3/17/12 

Andrew E. Kramer, 2012, Putin’s Big Promises Need Fueling By Higher Oil Prices, http://www.nytimes.com/2012/03/17/business/global/vladimir-putins-big-promises-need-fueling-by-high-oil-prices.html?_r=1

Most of Mr. Putin’s spending promises came at least partly in response to the street demonstrations by young and middle-class protesters in Moscow and other big cities challenging his authority in the weeks leading up to the March 4 election. His apparent aim was to shore up support from the rest of Russia: poorer and rural parts of the country, and from state workers and the elderly. The repercussions of his campaign promises, and an earlier commitment on military spending, could be felt for years to come, giving price swings in oil a bigger role than ever on the Russian economy. Taxes on oil and natural gas sales provide half of Russia’s government revenue. Each increase in the Russian budget equivalent to 1 percent of the gross domestic product requires a rise in the price of oil of about $10 a barrel on global markets — which is how Citigroup arrived at the $150-a-barrel figure for meeting the new obligations Mr. Putin has taken on. Analysts worry that, even if the government can fulfill its promises, too little will remain for a sovereign wealth fund that is intended as a shock absorber for the Russian economy and the ruble exchange rate during an oil price slump. Russia needed to use that buffer as recently as 2008, during the financial crisis. “The concern is simple,” Kingsmill Bond, the chief strategist at Citigroup in Russia, said in a telephone interview. “If the oil price that Russia requires to balance its budget is higher, the systemic risks that the market faces are also higher.” The bank estimated that Mr. Putin’s promises of higher wages and pensions, not counting the military outlays, add up to additional spending equal to 1.5 percent of Russia’s gross domestic product. That comes on top of an earlier pledge to spend an additional 3 percent of gross domestic product a year re-arming the military. In all, the new commitments would add up to about $98 billion a year, Citigroup estimates. The spillover from the Arab Spring and the specter of an Israeli attack on Iran’s nuclear development plants are propping up oil prices now. But over the long term, economic stagnation in Europe could help bring them down. Even before the election, Russia’s government spending was up, helping reinforce Mr. Putin’s message that he was the best candidate to deliver prosperity and stability. In January, the Russian military ministry, for example, doubled salaries in the nation’s million-person army. It was ostensibly a long-planned move. But coming just two months before the presidential vote, the political message was clear. Also smoothing the path for Mr. Putin’s victory was a national cap on utility rates that helped keep inflation at the lowest level in Russia’s post-Soviet history for January and February, at a 3.7 percent annual pace. “Putin made large spending commitments,” the Fitch rating agency said in a statement released the day after the election. “The current high price of oil cushions Russia’s public finances,” Fitch said. “But in the absence of fiscal tightening that significantly cuts the non-oil and gas fiscal deficit, a severe and sustained drop in the oil price would have a damaging impact on the Russian economy and public finances and would likely lead to a downgrade” of the nation’s credit rating. As Mr. Putin’s spending promises started to be introduced in January, Fitch altered Russia’s outlook to stable, from positive. 

Oil Key – Russia Econ

The Russian economy is dependent on oil for revenues now

Gosselin, professor at Ghent University and Leysen, professor at the Royal Military Academy, 08
Derrick Philippe GOSSELIN is professor at Ghent University. He is as well associate fellow of Green Templeton College and of James Martin Institute for Science and Civilization (Saïd Business School), both at the University of Oxford and Jan LEYSEN is professor at the Royal Military Academy 5-08, [“Vision of evolutions in the petroleum market,” European Review of Energy Markets- volume 2, issue 3, May 2008, https://biblio.ugent.be/publication/416425] E. Liu
The same analysis applies to oil-producing companies outside OPEC. For example, in the time span of a few years, Russia (9.7 million barrels per day) has developed into an extremely important oil and gas producer and was accused by the IMF in 2006 of having an “addiction to easy money”. Indeed, for President Putin’s government there is a great temptation to buy social peace, which he did in 2005 by increasing public spending by $13.5 billion. Although this was not a problem for Russia in 2005 - the country having made over $100 billion in oil sales revenue in 2004 - the high oil and gas prices are now transforming Russia into a mono-economy12 based on oil and gas production, with a significant relationship between growth of oil and gas production and growth of GDP13. According to the World Bank, Russia’s oil revenues accounted for 25% of its GDP in 2004. The Russian government is also increasingly scaling up, or wresting back, ] 8 [2008] 6 EREM © European Energy Institute and contributors state control over the biggest oil companies (e.g. Transneft, Yukos) and oil and gas reserves for which concessions had been granted (e.g. Sakhalin II, Kovykta). By so doing, Russia - like other oil economies - risks becoming overdependent on oil revenues, with the associated risk of slowing down necessary economic reforms (on infrastructure and tax, for instance) by not using resources for structural economic development but instead funding short-term boosts to social well-being (e.g. public employment) with revenue generated from unsustainable raw materials. 

Oil Key – Russia Econ

Decreases in oil pricing shocks the Russian economy and stunts growth 

Rapoza 4/3/12

[Kenneth Rapoza, Contributor to forbes Covering Brazil, Russia, India & China. http://www.forbes.com/sites/kenrapoza/2012/04/03/oil-a-problem-for-russian-economy-official-says/]

Russia, awash in oil and natural gas. It’s the reason why the economy has a budget surplus, and for some it is the reason why Vladimir Putin and United Russia are still in power. Follow the rising price of oil over the last seven years and you will see the rising GDP of the Russian economy right along with it. It’s national icon, Gazprom, is a multi-billion dollar, football sponsoring natural gas behemoth. The biggest in the world. And companies like it, from Rosneft to the privately held Lukoil oil are bad news for the Russians in the not-so-distant future. Combined they and others in the oil and gas biz account for 75% of Russia’s exports. “Economic growth will promptly fall to two or three percent a year in case of further dominance of the raw materials and fuel sector in the economy as it is now,” Russian Development Minister Elvira Nabiullina told a forum in Moscow on Tuesday. The country’s economic development may get stuck at the level of Japan she warned, something no decent developing nation would wish on their worst enemy. Japan is lucky if it grows 1% a year on average over the course of a five year stretch. Russia’s economy grew 4.3% last year, and is forecast by the government to grow at 3.7% if Urals oil price averages are $100 per barrel. She warned that a fall in GDP growth rates by 0.7-1.7% will cause “a rapid loss of (Russia’s) share of the global market and, what is most important, will reduce opportunities for increasing incomes and living standards.” As an investment story, Russia is known as an oil and gas play. Like the country or not, where oil goes, Russia’s economy will go right along with it. That’s great when Brent crude and its accompanying cheaper oil, Urals, is well over $80 a barrel. High oil prices is helping finance the new skyline of Moscow. Across from the Moscow River, near where Stalin built his great architectural works in honor of the Russian peoples’ success in World War II, are shiny silver and gold skyscrapers with Sberbank and VTB Capital logos on them. Moscow wants to be a mini-Frankfurt. Better yet, bigger than Frankfurt. It wants to be one of the biggest financial markets in the emerging world. Brazil and China have it beat. Russia’s one trick pony economy is why. Last October, Alexei Kudrin, then Finance Minister of Russia, said that the economy would be okay if Urals priced at $60. Below that and you get budget deficits and credit contraction. That’s no way to build for the future, especially in Moscow, which at first glance is aching to modernize and doing so as fast as Russia can. Russia might not have to worry about oil prices this year, and maybe not even next year. But Russia will be around for many years after that and oil prices are not expected to rise forever. At some point, China growth will stabilize. That is actually happening now. India will stabilize. Europe will continue its move away from oil, as will the U.S. It’s demand will stabilize. That might not be the case for another five to 10 years, but Russia will still be on God’s green Earth and if the good Minister is correct in her assessment, and everyone who watches Russia closely knows she is, then Russia will be in for a long, cold winter despite its collection of cheap Gazprom gas. It’s not that Russia doesn’t have the brain power to get over its oil addiction. The government is investing millions in backing start-up entrepreneurs out of the newly created Skolkovo Iniative, a mini-Silicon Valley, or so it hopes, in the suburbs of Москва (that’s Moscow). It’s got the brain power and the tech talents to build a more innovative economy, but moves to do so are still in their infancy. Only very recently has Russian venture capital started to discover Russian entrepreneurs. Only recently have Russia’s biggest funds like Troika Dialog tried to tap the rich U.S. market to convince American institutional investors that Russian financial markets are worth investing in
Oil Key – Russia Econ 

Oil is vital to the Russian economy – Gazprom dependency

Nilsen 3/27/12 [Thomas Nilsen, editor of Barents observer former nuclear safety correspondent for the bellona foundation http://barentsobserver.com/en/energy/gazprom-fuels-russian-economy]
The state-own gas giant Gazprom’s share of the European gas market increased to 27 percent from 24 percent in 2010, the company reports on Friday. This is also the main reason for the boost in earnings last year. Profit inside Russia itself had only a marginal growth by 16 percent. Gazprom explains this with primarily the increase in the average domestic price for gas established by the Federal Tariffs Service. Net sales of crude oil and gas condensate increased by 20 percent year-on-year, mainly due to increased oil prices. On Thursday, Russia’s Economic Development Ministry presented the forecast for the country’s economical growth in the years to come. A growth of 3,4 percent this year will expand to 4,7 percent growth in 2015, according to the positive outlook. The big question debated was whether the new government to be formed after Putin takes over the presidency in May will choose to proceed with developing innovations or continue to rely on income from Russia’s petroleum sector, the Moscow Times reports. In a conservative scenario, Russia will continue to rely heavily on oil and gas in its economic development. 

***Russia Impacts***
Turn – Environment Rollback
Turn – Cheap fuel prices gut all domestic environment programs rolling back the plan 

Plumer 1/4/12

[Brad Plumer Energy reporter for the Washington Post, former editor at the New Republichttp://www.washingtonpost.com/blogs/ezra-klein/post/should-the-united-states-export-its-cheap-natural-gas-maybe-not/2012/01/04/gIQAjqI5aP_blog.html]

Last year, fuel was America’s #1 export. But not everyone’s so keen on watching the United States ship out all that energy to the rest of the world. Case in point: On Wednesday, Rep. Edward Markey (D-Mass.) fired off a letter to Energy Secretary Steven Chu asking him whether it was really such a swell idea for the United States to be exporting its newly abundant natural gas resources all over the globe. Some experts, after all, have raised concerns that such exports could have unexpected downsides. On the surface, there’s an alluring logic in exporting natural gas. The United States has been flooded with cheap gas thanks to its newly exploitable (and potentially large) shale resources. And gas prices are higher in many other countries. So why not ramp up exports, turn a profit, and reap the gains from trade? That explains why various producers are asking the Energy Department to green-light new export facilities, such as Cheniere Energy’s just-okayed Sabine Pass Liquefaction terminal in Cameron Parish, La., which will ship out two billion cubic feet of gas per day by 2015. Seven more projects are awaiting approval. In his letter, however, Markey notes that such plans could lead to unintended consequences. For starters, natural gas isn’t as fungible as oil — partly because it’s harder to store and ship — which means the price isn’t the same everywhere in the world. If the United States ships natural gas abroad, then U.S. consumers could face higher energy prices at home. One consultant report, for instance, estimates that the Sabine project could hike U.S. natural gas prices by 11.6 percent by 2015. And that’s not all. As the Council of Foreign Relations’ Michael Levi has argued, boosting natural-gas exports could have both ups and downs. On the beneficial side, the United States could strategically use its gas to help Europe wean itself off its dependence on Russian exports. What’s more, other countries might find better opportunities to displace oil with natural gas than the United States can, which, in turn, could put much-needed downward pressure on world oil prices. On the minus side, Levi notes, making U.S. natural gas more expensive could also make it harder for the United States to tackle climate change at home — after all, cheap natural gas is expected to displace some 9 percent of U.S. coal demand by 2035. That, in turn, would make it even less likely that the United States plays a crucial leading role in averting drastic climate change. Meanwhile, Michael Muro of Brookings emphasizes the potential risks of gas exports to America’s domestic industries. Cheap natural gas prices in the decades ahead have the potential to help the United States attract and promote industrial concerns like chemicals, fertilizers, metals, paper, glass and food products. “It would be premature,” Muro says, “for DOE to conclude the United States now has so much gas that it can afford to export it overseas without risking domestic price dislocations.” Now, to be clear, none of these people are arguing that the Energy Department should ban or limit natural gas exports now and forever — just that it’s worth thinking through the consequences a bit more fully before moving ahead with a flurry of new export terminals.

Impact – Global Econ 
 

Russian economic downturn will disrupt the world economy

Cooper ‘08 
[William, Congressional Research Service Specialist in International Trade and Finance Foreign Affairs, Defense, and Trade Division, “Russia’s Economic Performance and Policies and Their Implications for the United States,” May 30, http://www.fas.org/sgp/crs/row/RL34512.pdf]

The greater importance of Russia’s economic policies and prospects to the United States lie in their indirect effect on the overall economic and political environment in which the United States and Russia operate. From this perspective, Russia’s continuing economic stability and growth can be considered positive for the United States. Because financial markets are interrelated, chaos in even some of the smaller economies can cause uncertainty throughout the rest of the world. Such was the case during Russia’s financial meltdown in 1998. Promotion of economic stability in Russia has been a basis for U.S. support for Russia’s membership in international economic organizations, including the International Monetary Fund (IMF), the World Bank, and the World Trade Organization (WTO). As a major oil producer and exporter, Russia influences world oil prices that affect U.S. consumers.

Impact – Euro Migration
Russian economic competetiveness is critical to regional stability – Russia is the population safety valve

Hill, 2006, Moscow Discovers Soft Power, [Fiona Hill, contributro to foreign policy http://www.foreignpolicy.com/articles/2011/02/15/how_russia_and_china_see_the_egyptian_revolution]

Russia is back on the global strategic and economic map. It has transformed itself from a defunct military superpower into a new energy superpower. Energy revenues no longer support a massive military-industrial complex as they did in the Soviet period. Instead, new oil wealth has been turned more into butter than guns. And, after several years of economic growth, Russia has a new "soft power" role that extends far beyond its energy resources. Indeed, the penetrating forces of Russian power in Ukraine, the Caucasus, and Central Asia are no longer the Red Army. They are Russian natural gas and the giant gas monopoly Gazprom. They are also Russian culture, consumer goods, and job opportunities. A range of new Russian products, a burgeoning popular culture spread by satellite television, a growing film industry, rock music, Russian popular novels, a revival of the crowning achievements of the Russian artistic tradition, and new jobs in the service and other sectors have made Russia an increasingly attractive country for the region around it. Millions of people from the Caucasus, Central Asia, and the rest of Eurasia have flooded into Moscow, St. Petersburg, and other Russian cities in search of work and a better life. As a result, since 2000, Russia's greatest contribution to the security and stability of its vulnerable southern tier has not been through its military presence on bases, its troop deployments, or security pacts and arms sales. Rather, it has been through absorbing the surplus labor of regional states, providing markets for their goods, and transferring funds in the form of remittances (rather than foreign aid). Migration to Russia has become the region's safety valve. 

Regional instability causes world war three

Paris 2 

[Roland Paris, assistant professor of political science and international affairs at the University of Colorado, Fall, 2002 “Kosovo and the Metaphor War”. Political Science Quarterly, Vol. 117, No. 3. Proquest]

 At this early stage in the Kosovo crisis, Clinton's language was still somewhat coded and suggestive; in the months to come, he would spell out the implications of his historical allusions with much greater clarity. Nevertheless, the phrase "powderkeg in the Balkans" would have carried historical significance for listeners who possessed even a casual knowledge of European history. Since the early part of the twentieth century, when instability in the Balkans drew in the great powers and provided the spark that ignited World War I, the region has been widely known as a powderkeg. In 1947, for instance, members of the International Court of Justice noted that the Balkans had been "so often described as the 'powder-keg' of Europe." (51) Today, the term continues to be attached to the region's politics, conjuring up memories of the origins of World War I. (52)  The meaning of the powderkeg metaphor is straightforward: the Balkans can explode at any time, and the resulting conflagration can spread to the rest of Europe; preventing such an explosion is vital to the continent's, and perhaps even to American, security. When Clinton described Kosovo as a powderkeg, he warned that the Kosovo conflict might spill over not only to surrounding Balkan states, but to Europe as a whole; and he insinuated that the United States could be compelled to fight in such a pan-European conflict, just as it did in World Wars I and II. "As we approach the next century," he stated on 12 October, during a discussion of the Kosovo situation, "we must never forget one of the most indelible lessons of this one we're about to leave--that America has a direct stake in keeping the peace in Europe before isolated acts of violence turn into large-scale wars." (53) Translation: if you want to make sure American boys will not have to fight another world war, then support me in my efforts to extinguish the smoldering fire in the Balkan powderkeg, before it is too late.

Impact – Iranian Prolif

Economic downturn in Russia leads to sale of advanced missile systems to Iran

Sestanovich 8

[Stephen, George F. Kennan Senior Fellow for Russian and Eurasian Studies, “Russia and the Global Economic Crisis”, 11-25, Council on Foreign Relations, http://www.cfr.org/economic-development/russia-global-economic-crisis/p17844?breadcrumb=%2Fpublication%2Fby_type%2Fregion_issue_brief]

Unlike most other countries, Russia can always use its arms exports as a means of sweetening commercial deals. At a time when Russian economic needs are especially great, however, its customers are likely to press their advantage-seeking more advanced equipment than they have been offered in the recent past. China, whose own military purchases from Russia have slowed recently, is one Russian client likely to push for such upgrades. Iran and Venezuela are two others of special interest to the United States. It is widely thought that Russia, while steadily increasing its arms sales to Iran, has declined to sell Tehran its most advanced air-defense systems. A protracted economic crisis will surely inspire many inside the Russian defense industry--and probably within the government as well--to call for a review of this policy. All of these strategic adjustments--in defense spending, arms control, pipeline construction, weapons exports--represent matters of high policy for Russia's leadership. Yet, all politics being local, some of the most consequential issues created by the economic crisis may prove to be those that would ordinarily be considered matters of low policy. When production falls and unemployment rises in Russia, many of the Gastarbeiter, or guest workers, that have been needed to fuel the boom are usually sent home. For countries of the Caucasus and Central Asia, which have provided most of this enormous transient labor force (some estimate more than one million workers in Moscow alone), this will be a huge jolt. Quickly, Russia will go from being an important safety valve for socioeconomic discontent to a source of it. In the short term, Russia's neighbors will doubtless see this reflux of their own citizens as a reason to maintain good relations with Moscow, in hopes of winning coordinated management of a potentially dangerous problem. 

Iranian missile sales lead to nuclear war

Ferguson 6 

[Nial, professor of history at Harvard, “The origins of the Great War of 2007 - and how it could have been prevented,” Telegraph, 1/15/06, http://www.telegraph.co.uk/comment/personal-view/3622324/The-origins-of-the-Great-War-of-2007-and-how-it-could-have-been-prevented.html]

With every passing year after the turn of the century, the instability of the Gulf region grew. By the beginning of 2006, nearly all the combustible ingredients for a conflict - far bigger in its scale and scope than the wars of 1991 or 2003 - were in place. The first underlying cause of the war was the increase in the region's relative importance as a source of petroleum. On the one hand, the rest of the world's oil reserves were being rapidly exhausted. On the other, the breakneck growth of the Asian economies had caused a huge surge in global demand for energy. It is hard to believe today, but for most of the 1990s the price of oil had averaged less than $20 a barrel. A second precondition of war was demographic. While European fertility had fallen below the natural replacement rate in the 1970s, the decline in the Islamic world had been much slower. By the late 1990s the fertility rate in the eight Muslim countries to the south and east of the European Union was two and half times higher than the European figure. This tendency was especially pronounced in Iran, where the social conservatism of the 1979 Revolution - which had lowered the age of marriage and prohibited contraception - combined with the high mortality of the Iran-Iraq War and the subsequent baby boom to produce, by the first decade of the new century, a quite extraordinary surplus of young men. More than two fifths of the population of Iran in 1995 had been aged 14 or younger. This was the generation that was ready to fight in 2007. This not only gave Islamic societies a youthful energy that contrasted markedly with the slothful senescence of Europe. It also signified a profound shift in the balance of world population. In 1950, there had three times as many people in Britain as in Iran. By 1995, the population of Iran had overtaken that of Britain and was forecast to be 50 per cent higher by 2050. Yet people in the West struggled to grasp the implications of this shift. Subliminally, they still thought of the Middle East as a region they could lord it over, as they had in the mid-20th century. The third and perhaps most important precondition for war was cultural. Since 1979, not just Iran but the greater part of the Muslim world had been swept by a wave of religious fervour, the very opposite of the process of secularisation that was emptying Europe's churches. Although few countries followed Iran down the road to full-blown theocracy, there was a transformation in politics everywhere. From Morocco to Pakistan, the feudal dynasties or military strongmen who had dominated Islamic politics since the 1950s came under intense pressure from religious radicals. The ideological cocktail that produced 'Islamism' was as potent as either of the extreme ideologies the West had produced in the previous century, communism and fascism. Islamism was anti-Western, anti-capitalist and anti-Semitic. A seminal moment was the Iranian president Mahmoud Ahmadinejad's intemperate attack on Israel in December 2005, when he called the Holocaust a 'myth'. The state of Israel was a 'disgraceful blot', he had previously declared, to be wiped 'off the map'. Prior to 2007, the Islamists had seen no alternative but to wage war against their enemies by means of terrorism. From the Gaza to Manhattan, the hero of 2001 was the suicide bomber. Yet Ahmadinejad, a veteran of the Iran-Iraq War, craved a more serious weapon than strapped-on explosives. His decision to accelerate Iran's nuclear weapons programme was intended to give Iran the kind of power North Korea already wielded in East Asia: the power to defy the United States; the power to obliterate America's closest regional ally. Under different circumstances, it would not have been difficult to thwart Ahmadinejad's ambitions. The Israelis had shown themselves capable of pre-emptive air strikes against Iraq's nuclear facilities in 1981. Similar strikes against Iran's were urged on President Bush by neo-conservative commentators throughout 2006. The United States, they argued, was perfectly placed to carry out such strikes. It had the bases in neighbouring Iraq and Afghanistan. It had the intelligence proving Iran's contravention of the Non-Proliferation Treaty. But the President was advised by his Secretary of State, Condoleezza Rice, to opt instead for diplomacy. Not just European opinion but American opinion was strongly opposed to an attack on Iran. The invasion of Iraq in 2003 had been discredited by the failure to find the weapons of mass destruction Saddam Hussein had supposedly possessed and by the failure of the US-led coalition to quell a bloody insurgency. Americans did not want to increase their military commitments overseas; they wanted to reduce them. Europeans did not want to hear that Iran was about to build its own WMD. Even if Ahmad-inejad had broadcast a nuclear test live on CNN, liberals would have said it was a CIA con-trick. So history repeated itself. As in the 1930s, an anti-Semitic demagogue broke his country's treaty obligations and armed for war. Having first tried appeasement, offering the Iranians economic incentives to desist, the West appealed to international agencies - the International Atomic Energy Agency and the United Nations Security Council. Thanks to China's veto, however, the UN produced nothing but empty resolutions and ineffectual sanctions, like the exclusion of Iran from the 2006 World Cup finals. Only one man might have stiffened President Bush's resolve in the crisis: not Tony Blair, he had wrecked his domestic credibility over Iraq and was in any case on the point of retirement - Ariel Sharon. Yet he had been struck down by a stroke as the Iranian crisis came to a head. With Israel leaderless, Ahmadinejad had a free hand. As in the 1930s, too, the West fell back on wishful thinking. Perhaps, some said, Ahmadinejad was only sabre-rattling because his domestic position was so weak. Perhaps his political rivals in the Iranian clergy were on the point of getting rid of him. In that case, the last thing the West should do was to take a tough line; that would only bolster Ahmadinejad by inflaming Iranian popular feeling. So in Washington and in London people crossed their fingers, hoping for the deus ex machina of a home-grown regime change in Teheran. This gave the Iranians all the time they needed to produce weapons-grade enriched uranium at Natanz. The dream of nuclear non-proliferation, already interrupted by Israel, Pakistan and India, was definitively shattered. Now Teheran had a nuclear missile pointed at Tel-Aviv. And the new Israeli government of Benjamin Netanyahu had a missile pointed right back at Teheran. The optimists argued that the Cuban Missile Crisis would replay itself in the Middle East. Both sides would threaten war - and then both sides would blink. That was Secretary Rice's hope - indeed, her prayer - as she shuttled between the capitals. But it was not to be. The devastating nuclear exchange of August 2007 represented not only the failure of diplomacy, it marked the end of the oil age. Some even said it marked the twilight of the West. Certainly, that was one way of interpreting the subsequent spread of the conflict as Iraq's Shi'ite population overran the remaining American bases in their country and the Chinese threatened to intervene on the side of Teheran. 

***Low Prices Bad – Other***

Low Prices Bad – Terrorism

Transition from oil deprives oil-exporters of revenues and cause instability and terrorism
Blanchette Deputy Chief Engineer for Army Programs at the Software Engineering, 08 

Stephen Blanchette Jr., Deputy Chief Engineer for Army Programs at the Software Engineering, 08, [“A hydrogen economy and its impact on the world as we know it,” Energy Policy 36 (2008) 522–530, ideas.repec.org/a/eee/enepol/v36y2008i2p522-530.html] E. Liu
More generally, a shift away from the oil economy, no matter how highly desirable from an energy security perspective, will serve to further destabilize the Middle East, the Caucasus, even South America without some proactive approach to those oil-propped regions. Depriving the underdeveloped countries of vital oil incomes will only serve to exacerbate tensions and resentments, and fuel an already well-stoked terrorist fervor around the globe. Thus, an inclusive strategy is imperative; without it, we may gain in energy security only to lose in national security.

Low Prices Bad – Dollar

Saudi Oil revenues are key to cycle money into US bonds that support the dollar
Momani, Associate Professor in the department of Political Science at the University of Waterloo and the Balsillie School of International Affairs, 08
Bessma Momani, Associate Professor in the department of Political Science at the University of Waterloo and the Balsillie School of International Affairs, 9-08, [“Gulf Cooperation Council Oil Exporters and the Future of the Dollar,” New Political Economy, Vol. 13, No. 3, September 2008, relooney.fatcow.com/0_New_6432.pdf] E. Liu
Since oil is priced in dollars and GCC oil exporting companies are primarily stateowned, the Gulf states have a significant amount of petrodollars to invest and recycle. Since the 1970s, Gulf states have recycled their petrodollars in dollarbased assets and securities, particularly in US Treasury Bills, which has invariably supported the dollar. In light of recent congressional and public anxieties over Gulf investment in the United States, this section examines the question whether the Gulf will continue to invest their petrodollars in US securities and investments. Under the rubric of the US–Saudi forum of the 1970s, US Treasury Secretary William Simon made a secret agreement where the Saudis could buy US Treasury bills not yet publicly auctioned to help finance the growing US debt.49A dominant view of petrodollar recycling describes the 1970s as a period when OPEC financial wealth was deposited into commercial banks and then, in turn, lent or recycled to developing oil-consuming countries. Instead, David Spiro demonstrates how the United States and the Saudis negotiated the recycling of Saudi oil dollars into the US bond market. Spiro argues that the United States had believed that the inter-bank market was failing and there was little faith in the international capital markets’ ability to recycle OPEC oil wealth efficiently. The US government decided to unilaterally guide this recycling by selling US government debt to the Saudis.50The Saudis agreed to conditionally purchase US securities as long as the amount purchased was kept confidential.51 The petrodollar influx into US government bonds had kept interest rates low and promoted American consumption, thereby keeping Americans content and stimulating non-inflationary growth. Moreover, despite the high number of dollars in circulation outside of the United States, international faith in the US dollar had remained high. Subsequently, the United States has been effectively printing money to finance its deficit, and arguably its military ventures, with little international recourse on the value of the dollar.52For the Saudis, petrodollars reinvestedinto USgovernmentbonds allowedthem to avoid currency risks of conversion and gave them access to secure investment in the United States. The same economic benefits were to be realised by other Arab states in the Gulf as well, as they also invested heavily into the United States.

AT: High Prices Bad – Shocks

Diversification, transparent markets and institutions block chaos from oil shocks
Jaffe, Wallace S. Wilson Fellow for Energy Studies at the James A. Baker III Institute for Public Policy at Rice University , 08 

Amy Myers Jaffe, Wallace S. Wilson Fellow for Energy Studies at the James A. Baker III Institute for Public Policy at Rice University, 4/5-08, [“The Impending Oil Shock: An Exchange,” Survival: Global Politics and Strategy, 50:4, 61-82, http://www.tandfonline.com/doi/abs/10.1080/00396330802329048] E. Liu
While the costs of the oil shocks of the 1970s have been widely debated and varied country to country, there is no doubt that the impact was severe, causing years of economic dislocation and stagnation. In the early 1980s, the costs of the oil shocks were estimated at $1.2 trillion in lost economic growth for the seven largest industrial countries.7 But the lesson of the 1970s oil crises was not that oil-hungry industrial nations went to war. The lesson was that markets can and do adjust without recourse to state violence. In response to the 1970s oil-price shocks, the industrialised oil-importing countries undertook various domestic, bilateral and multilateral efforts. Some worked, others did not; but none, notably, involved the militarisation of energy supplies. The energy efficiency and diversification Elhefnawy praises as better positioning other countries than the United States came about through key policy responses to the 1970s. It was non-military and highly replicable. The stimulus was an oil shortage, so it is hard to see how another shortage that would come with some warning and be known to be permanent would not stimulate even greater and more effective policy and market responses. Today’s investors in alternative energy must fear the possibility that cheap oil will re-emerge. Investors in Elhefnawy’s world could invest far more capital without any fear that fossil fuels would fight back. Today, we are better equipped to deal with an oil shock than in the 1970s. We have functioning, transparent global oil-futures exchanges that allow for orderly responses to sudden changes in price. We also have a much wider range of emerging technologies for energy efficiency and alternative fuel. And, most importantly, we have the experience of managing major oil shocks through multilateral institutions for diplomacy and emergency coordination that did not exist in the 1970s. We even have existing international systems for negotiating fair-minded oil rationing through the International Energy Agency emergency systems, were it to come to that.

Oil infrastructure is resilient – Redundancy and constant demand
Moran, Professor of National Security Affairs at the Naval Postgraduate School in Monterey, California. and Russell , 08

Daniel Moran, Professor of National Security Affairs at the Naval Postgraduate School in Monterey, California. and James A. Russell, Associate Professor in the Department of National Security Affairs at the Naval Postgraduate School, 3-7-08, [“The Militarization of  Energy Security,” Saudi-US Relations Information Service, http://www.susris.com/articles/2008/ioi/080307-russell-energy.html] E. Liu
The energy sector offers a vast array of “soft” targets too, of course, above all the pipelines by which oil and gas are moved from production sites to refineries and export terminals. In physical terms much of this system is simply indefensible, and attacks upon it have been frequent as a consequence. Yet the global market impact that can be achieved by blows of this kind is limited and transient.  The oil pipeline system of the Middle East especially was built with security in mind. The threat it was designed to counter was not terrorism, but the treachery of neighboring governments, whose willingness to allow someone else’s oil to flow through their territories without interference could never be taken for granted. Yet the resulting infrastructural redundancy serves equally well to mitigate the effects of terrorist attacks. If anything, the use of oil and gas pipelines as instruments of strategic coercion is better-suited to governments than to international outlaws. [20] From a terrorist’s perspective, then, the energy sector presents a complex set of problems and opportunities. The efficiency of global energy markets and the redundancy of global infrastructure makes the sector relatively resilient to the disruptive effects of all but the most apocalyptic physical attack. The air travel industry has taken years to recover from the psychological effects of the 2001 attacks on its customers. It is difficult to imagine an attack on a comparable scale having anything like a comparable effect on the energy sector. It is one thing to get people to reconsider their travel plans, another to get them to reconsider driving to work or heating their houses. Nevertheless, despite the difficulty of achieving strategic-level impacts on global markets, it would be a mistake to dismiss the threat out of hand. Saudi Arabia is a particularly attractive candidate for a sustained effort of disruption, because it boasts much of the world’s excess oil production capacity, the existence of which is critical to the management of oil prices. The consequences of a nuclear or radiological attack on a major Saudi facility might well achieve effects of broad and enduring consequence, by virtue of the anxiety it might inspire, or by destabilizing the Saudi regime itself, whose radicalization or overthrow would pose considerable risks to the system as a whole.

***General Aff***
Non-Unique – Prices 

Price drops inevitable – Euro debt and Middle East 

Scott Rose and Agnes Lovas, 2011, Putin Must Beat Own Economic Record As Russian Goldehttp://www.bloomberg.com/news/2011-12-21/putin-must-beat-his-own-economic-record.html

‘Strong Improvement’ “He’s a leader that after Yeltsin brought Russia back to power and economic improvement,” Ganske said. “The Russians traded off the lack of free speech and democracy. The majority still believes in a strong leadership. There’s been a strong improvement in average living standards in the last 12 years under Putin.” Medvedev said in January that Russia should target growth of at least 8 percent annually within five years to keep up with the so-called BRIC countries, the largest emerging markets. Putin yesterday told a business lobby group that Russia would target expansion of 6 percent to 7 percent annually to make the economy one of the world’s five largest within five years. The goal is also to lift per capita GDP to more than $35,000 from about $20,700 and create 25 million “quality” jobs “from scratch,” Putin told the group. He also touted his economic record last week, including what he said was a 40 percent increase in pensions last year, in a 4 1/2-hour television program during which he answered questions from viewers around Russia. ‘Would Be Me’ Asked by a reporter after the call to use the skills he developed as a judo champion in the 1970s to identify his greatest challenger in the presidential poll, Putin said: “That would be me, probably.” Growth rates have slowed since a collapse in global oil prices pushed Russia’s Urals crude blend from $143.50 a barrel in July 2008 to $32.34 five months later. The economy contracted 7.8 percent in the following year. Urals crude is on track to average $109 a barrel this year, up from $78 last year and the previous record of $95 in 2008, according to data compiled by Bloomberg. Russia may be benefiting from unrest in the Middle East that toppled leaders in Libya and Egypt and prompted Saudi Arabia to boost social spending to quell potential violence. Saudi Arabia’s fiscal break-even point jumped to $91 a barrel this year from $78 in 2010, Alia Moubayed, senior economist Barclays Capital, said yesterday in an interview on Bloomberg Television’s “Surveillance Midday” with Tom Keene. “That obviously is related to the huge fiscal stimulus package that Saudi Arabia has put in place over the last year.” Euro Threat The sovereign-debt crisis in Europe threatens to reduce growth in the region, which accounted for 49 percent of Russian trade last year. Growth in China, which was responsible for another 9.5 percent, may slow to 8.5 percent in 2012, according to the median estimate of economists surveyed by Bloomberg. Without the Middle East turmoil, oil could be about $70 a barrel, Ksenia Yudaeva, chief economist at OAO Sberbank (SBER), Russia’s largest lender, said in a telephone interview Dec. 14. Net capital flows out of Russia may top $80 billion this year, Alexei Ulyukayev, a central bank first deputy chairman, told a conference last week. That’s more than double the net departure of $33.6 billion last year. It would bring the total since 2007, the last year of inflows, to more than $300 billion, according to central bank data.  

Economic Decline = Low Prices

Economic recessions reduce oil prices and cause instability in markets and producing regions
Umbach, Centre for European Security Strategies (CESS), Munich-Berlin, Germany, 09
Frank Umbach, Centre for European Security Strategies (CESS), Munich-Berlin, Germany, 3-6-09, [“Global energy security and the implications for the EU,” Energy Policy Volume 38, Issue 3, March 2010, Pages 1229–1240, http://www.sciencedirect.com/science/article/pii/S0301421509000421] E. Liu
Given the high dependence of many oil-producing countries on its oil revenues, a dramatic decline in global energy consumption as a result of an economic recession (like an economic– financial crisis in China) and accompanied by a higher decline of international oil prices could trigger domestic or even regional instability in many of the world’s major energy-exporting countries (Myers Jaffe and Manning, 2000). In 1998 during the Asian financial crisis with its worldwide impacts, several oilexporting countries faced a decline of 50% in their national incomes within a year, which caused severe political and economic repercussions. At the end, governments changed in Algeria, Brunei, Indonesia, Nigeria and Venezuela as those losses exacerbated other national problems. With oil prices up to US$147 per barrel until recently, the global effects of falling oil prices on the social–political stability of many producer and exporter states, compared with the Asian crisis during 1997–1999, could be much harder and more dramatic for their domestic stability. While the present worldwide financial crisis reduces the global energy demand and may ease a number of those challenges and problems linked with high energy prices, it may also decrease further much-needed investments in all types of energy infrastructure and energy efficiency measures for future global energy stability. Likewise, state funding and private risk capital for the worldwide expansion of renewables as well as for innovative energy research and development programs in order to mitigate global climate change are at risk for being reduced, which may slow down the transformation to a global non-fossil energy future.
Fuel Efficiency Doesn’t Affect Oil

Fuel efficiency improvements don’t affect oil prices
Borenstein, E.T. Grether Professor of Business Administration and Public Policy at the Haas School of Business, Co-Director of the Energy Institute at Haas, and Director of the University of California Energy Institute, 08
Severin Borenstein, E.T. Grether Professor of Business Administration and Public Policy at the Haas School of Business, Co-Director of the Energy Institute at Haas, and Director of the University of California Energy Institute, 1-08, [“Cost, Conflict and Climate: U.S. Challenges in the World Oil Market,” Center for the Study of Energy Markets, http://escholarship.org/uc/item/68h502tt] E. Liu
Americans can and should respond to these challenges, but it is important to understand the potential impact of these responses in the context of the world oil market. The policies generally proposed to address oil issues–e.g., increasing fuel economy of automobiles, opening more domestic land for oil exploration, or replacing 10% of gasoline in the U.S. with biofuels–if carried out only in the U.S. would have fairly modest effects on the world market and, in particular, on the world price of oil. Increasing U.S. fuel economy by 40%, from 25 to 35 miles per gallon, if it caused no increase in total miles driven, would lower oil consumption by about 3.6 million barrels per day, about 17% of today’s U.S. oil consumption. While that would create substantial direct savings, such a gradual reduction over more than two decades–the change that is implied by the provisions in the 2007 energy bill once one accounts for the fact that U.S. automobile fleet turnover is under 8% per year–would have a small, possibly unnoticable, demand between 2003 and 2005. By 2020, this would likely be less than 3% of daily demand. Replacing 10% of U.S. gasoline with biofuels would have a still smaller impact on price, and would not offer the direct financial savings that would result from improved fuel economy. There are many pros and cons in the debate over these policies, but claims that they will significantly alter the world oil market are not well founded.

No Flooding – Can’t Control Prices

Saudis can’t set oil price – It’s no determined by OPEC or normal market dynamics
Pierce, Ph.D. candidate at the School of Public Affairs, University of Colorado, 12
Jonathan J. Pierce, Ph.D. candidate at the School of Public Affairs, University of Colorado, Denver, 1-5-12, [“Oil and the House of Saud: Analysis of Saudi Arabian Oil Policy,” Digest of Middle East Studies Volume 21, Issue 1, pages 89–107, Spring 2012, http://onlinelibrary.wiley.com/doi/10.1111/j.1949-3606.2012.00128.x/abstract] E. Liu
According to Paul Stevens (1997a), “The key lies in the existence of excess capacity to produce crude oil. Whoever has control of that excess capacity has the power to make prices in the market” (p. 86). The Saudis have the largest excess capacity of oil in the world. This allows them to have the greatest administrative capability to influence the price of oil, but even they cannot control the price. There are two simplistic and opposing answers to the question of who controls the price of oil. One approach argues that the oil producers, particularly those belonging to OPEC, set the price of oil. The opposing position is that the market freely determines the price of oil through fully autonomous and pure economic competition. According to Robert Mabro (1992), both of these answers are inadequate.The OPEC answer is based on the politics of pure coercion and institutionalism,while the market answer accepts oil as any other commodity and assumes that it is controlled exclusively by spot and futures markets. These explanations are incomplete.
No Flooding – Price Stability

Saudi Arabia wants a moderate price on oil to maximize growth
Pierce, Ph.D. candidate at the School of Public Affairs, University of Colorado, 12
Jonathan J. Pierce, Ph.D. candidate at the School of Public Affairs, University of Colorado, Denver, 1-5-12, [“Oil and the House of Saud: Analysis of Saudi Arabian Oil Policy,” Digest of Middle East Studies Volume 21, Issue 1, pages 89–107, Spring 2012, http://onlinelibrary.wiley.com/doi/10.1111/j.1949-3606.2012.00128.x/abstract] E. Liu
A single producer or cartel of producers does not set the price of oil, but rather the price is set by market expectations. “Supply and demand does not respond significantly to high or low prices. What they do respond to is price expectations” (Stevens, 1997b, p. 20). The price is determined by the beliefs of various market players as they interact in an essentially competitive market influenced by shifts in residual supply and demand. The Saudis do not want “low” or “high” oil prices for prolonged periods. The Saudis fear that low oil prices over time will affect their own economic growth, spending on social services, and investment in oil as well as other industries. On the other hand, they fear that high prices over time will affect the economies of oil-importing countries by retarding growth, leading to an adverse effect on oil demand and the growth of the oil industry within Saudi Arabia. This has led the Saudis to seek stability in the price of oil and act as a moderator in the oil market. OPEC The Saudis belong to the international oil institution, OPEC. OPEC currently has 11 members, who combine to control an estimated 40% of the world’s proven oil reserves. The organization creates binding production agreements among its members in an attempt to steer or at least influence the price of oil. However, the Saudis have repeatedly acted independently of OPEC to benefit consumer countries by stabilizing world oil supplies and maintaining a “moderate” target price range (Cordesman,2003).Higher oil prices may offer greater profits for OPEC as a group, but lacking mutual trust, the members cannot exploit the unstable oil market (Adelman,1995).The assumption that OPEC as an organization seeks to maximize income for the whole group is not true because medium- and long-term policies differentiate between members because of varying reserves and production levels (Mabro, 1992).

No Flooding – Relations

Saudi Arabia won’t flood the market – Relations and solar energy
Al-Saleh, senior research fellow at the Insead Innovation and Policy Initiative in Abu Dhabi, et al., 08 

Yasser Al-Saleh, senior research fellow at the Insead Innovation and Policy Initiative in Abu Dhabi, et al., Paul Upham and Khaleel Malik, 10-08, [“Renewable Energy Scenarios for the Kingdom of Saudi Arabia,” Tyndall Centre for Climate Change Research, www.tyndall.ac.uk/sites/default/files/wp125.pdf] E. Liu

These scenarios envision a future in which global environmental concerns become significantly stronger and environmental actions become more coordinated. Greenhouse gas emissions are vigorously scrutinised with performance targets being completely agreed on and respected around the world. Carbon Capture and Storage (CCS) has become a widely-adopted technology, and technological advancements in fuel cells and hydrogen storage are attributed to a strong market growth for hydrogen fuels in transport applications. As a result of environmental movements towards carbon-neutral and carbon-free technologies, the rate of climate change is slowed (yet not reversed). Given the availability of oil resources in Saudi Arabia, a ‘market flooding’ strategy that might drive oil prices down makes a lot of sense in a world where environmentally-friendly options are strongly favoured. Nevertheless, adopting such a hostile strategy, which Saudi Arabia has constantly avoided, would mean that maintaining good relations with other oil-producers could become an increasingly difficult challenge. For a country like Saudi Arabia that is blessed with very high levels of direct solar radiation, but is increasingly faced with an increased demand for electricity and water as well as a low revenue stream (owing to low oil prices), solar thermal seems to be an attractive choice worth considering. 
Flooding Good – Checks Iran

Saudi market flooding diminishes Iran’s power and influence
Fang, Assistant Professor of Political Science, Rice University, et al., 12

 Songying Fang, Assistant Professor of Political Science, Rice University, et al., AMY MYERS JAFFE, TED TEMZELIDES, 1-12, [“NEW ALIGNMENTS? THE GEOPOLITICS OF GAS AND OIL CARTELS AND THE CHANGING MIDDLE EAST ,” JAMES A. BAKER III INSTITUTE FOR PUBLIC POLICY, http://www.owlnet.rice.edu/~tl5/GasCartel.pdf] E. Liu
However, it would be premature to draw the conclusion that Saudi Arabia will no longer be willing to wage a price war. Its interest in carrying the spare capacity to wage a credible price war goes beyond its security relationship with the United States. Saudi Arabia gains international clout from its ability to guard the global economy by raising oil output and lowering oil prices. Moreover, Riyadh’s ability to threaten other oil producers that it could flood the oil market is a critical aspect buttressing its leadership role inside OPEC and gives the country regional clout as well. Indeed, among the best levers Saudi Arabia has to influence regional politics is its ability to dramatically lower the price of oil. Saudi Arabia has flooded the oil market for geopolitical reasons in the past, and could arguably do so again. For example, Saudi Arabia has made it clear that it aims to draw the line against Iranian expansionism.27 Iran is dependent on oil revenues for more than 65 percent of its government revenue. In contrast, the Kingdom is in a position to withstand a period of low oil prices. Thus, Saudi Arabia’s ability to wage a price war is a major tool it can use to diminish Iranian power in the region and weaken Iran’s position as a regional military and political rival to the Kingdom. The ability to wage an oil price war also helps the Kingdom to guard against other producers with large oil reserves, such as Iraq, from taking over its oil market share. In fact, Iraq has expressed the ambition to reach 10 to 12 million b/d of production by 2017. This level is commensurate with Saudi Arabia’s capacity. Rising Iraqi output could alter the balance of political power within OPEC and challenge Saudi Arabia’s current leadership. Iraqi oil reserves are considered very low-cost to develop and are competitive with those of Saudi Arabia. In summary, while the costs of maintaining enough spare capacity to wage a price war have risen for Saudi Arabia, there are still many geopolitical incentives for the Kingdom to maintain this capability. This includes contributing to its security by weakening Iran and by remaining important to the United States, which would then be more apt to provide security guarantees in exchange for the free flow of oil.28 

***Low Prices Good – General***
Low Prices Good – Stability

High oil prices cause state aggression and weakness that undermines security

Umbach, Centre for European Security Strategies (CESS), Munich-Berlin, Germany, 09
Frank Umbach, Centre for European Security Strategies (CESS), Munich-Berlin, Germany, 3-6-09, [“Global energy security and the implications for the EU,” Energy Policy Volume 38, Issue 3, March 2010, Pages 1229–1240, http://www.sciencedirect.com/science/article/pii/S0301421509000421] E. Liu
These energy prices offer a significant increase of hard currency in the state budgets for many producer states. The New York Times columnist Thomas L. Friedman and others have identified a direct correlation and negative impact of average crude oil prices on political freedom, democratisation and the direction of cooperative or confrontational foreign policies. According to his ‘‘First Law of Petropolitics’’, the higher the average oil and gas prices on the international market, the lower the internal political and economic reform willingness of governments and the more confrontational their foreign and security policies, leading to ‘‘petro-authoritarianism’’ (Friedman, 2006). It explains the present policies of those ‘‘petro-ist’’-states such as Russia, Iran, Venezuela, Nigeria, Sudan and others, which are highly dependent on oil and gas for their GDP and having either weak institutions or authoritarian systems. They have started asserting themselves domestically as well as in their foreign policy environment by weakening the global democratization trend (Ross, 2001). These dysfunctional energy politics could undermine fundamental Western and European foreign and security interests worldwide.
High oil revenues encourage unsustainable economies and weak states in Southwest Asia
Maloney, Senior fellow at the Saban Center for Middle East Policy at the Brookings Institution, 08
Suzanne Maloney, Senior fellow at the Saban Center for Middle East Policy at the Brookings Institution, 12-5-08, [“The Gulf's Renewed Oil Wealth: Getting it Right This Time?,” Survival: Global Politics and Strategy, 50:6, 129-150, www.brookings.edu/research/articles/2008/12/gulf-oil-maloney] E. Liu
It would be tempting to view the latest avalanche of revenues and investment in the Middle East as an antidote to its manifold internal and external challenges. However, more than any other region of the world, the Middle East has long stood as a testament to the limitations of wealth in generating good governance and sustainable growth. Amidst the benefits of the current boom lies considerable reason to fear that the new global energy balance – in which demand is likely to maintain high prices for the near to medium term – will only exacerbate the region’s existing tendencies toward extremism, corruption, unrest and intra-state violence. Under such a scenario, the perverse consequence of the new oil boom could be a Middle East that is far wealthier but even more unstable than it is today, with disturbing implications for the rest of the world’s increasing reliance on Gulf oil and gas. The reason for this prospective paradox is the well-documented linkage between resource wealth, growth and autocracy. This is a function of the very mixed economic and political implications of resource wealth. Oil exploration and development is a highly capital-intensive industry that tends to create export enclaves without sufficient employment or related industrialisation to promote balanced or sustainable development. States dependent on resource revenues are subject to intense fiscal volatility and wage and balance-of-payments distortions, and resource wealth is associated with lower rates of economic growth and development.29 In the political realm, a disproportionate reliance on external rents distorts the political process by divorcing the state from any meaningful social accountability, reinforcing instruments of repression, giving rise to corruption, and eroding checks and balances. The state’s primary role vis-à-vis society becomes a distributive one, and the result is a corrosion of formal institutions and the reinforcement of patronage.30 Beyond the internal distortions, academic studies have demonstrated that oil-rich states tend to be \ more likely to engage in conflict, spending more on security and maintaining larger armies than non-oil-dependent countries.31 

Low Prices Good – Stability

Oil prices causes border conflicts that escalate to major power wars
Elhefnawy, previously published on international and security issues in journals including Astropolitics, International Security and Parameters, Visiting Assistant Professor of Literature at the University of Miami, 08
Nader Elhefnawy, previously published on international and security issues in journals including Astropolitics, International Security and Parameters, Visiting Assistant Professor of Literature at the University of Miami, 3-25-08, [“The Impending Oil Shock,” Survival: Global Politics and Strategy, 50:2, 37-66, www.tandfonline.com/doi/abs/10.1080/00396330802034242] E. Liu
Resources have historically been a factor motivating and fueling armed conflicts. According to a study by Paul Collier, ‘a country that is heavily dependent upon primary commodity exports, with a quarter of its national income coming from them, has a risk of conflict four times greater than one without primary commodity exports’.79 This connection may be clearest in the case of oil, which is not just ‘another natural resource’, particularly where the onset of civil wars is concerned.80 More than other resources, the presence of oil seems to increase the danger of harsh ‘preemptive repression’ against insurgencies by central governments, as in Darfur; of other states interceding in internal conflicts, such as providing support for a separatist movement in an oil-rich state; and of secessionists prolonging conflicts by selling off future exploitation rights.81 Explanations include the developmental problems common to resourcedependent countries such as poor government, corruption, poverty and high levels of inequality. High oil prices can exacerbate these problems by enabling failing states to stave off needed reforms, and increasing the attractiveness of the resource to rent-seekers, externally and internally. Dormant border disputes and secessionist movements could be reactivated as oil revenue becomes more attractive in places outside the Middle East, such as Latin America and sub-Saharan Africa. Where states have been thoroughly ‘privatised’, as by warlords, criminal syndicates or state leaders with links to multinational corporations, this risk is especially high.82 A global economic crisis of the kind made likely by pinched oil supplies (particularly in less-developed regions) may also create openings for radical groups. Such problems affect not just oil-producing nations, but key states in the staggeringly complex worldwide energy distribution system. Besides the risk to overland pipelines, especially problematic in Central Asia, state collapse tends to translate into maritime insecurity as well, as with the intensified (although so far comparatively minor) pirate activity off the coast of Somalia in recent years.83 External powers routinely embroil themselves in the domestic affairs of states key to the production and transport of oil, exposing themselves to all the hazards such intervention can entail. For example, supporting repressive governments can provoke resentment among the local population, which may manifest itself in terrorist acts (as in Saudi Arabia). Overthrow of a client government can mean inter-state conflict, as with the US and Iran since the 1979 revolution. Another risk is that major powers might find themselves on opposite sides of an internal conflict, as in Georgia, the territory of which is crossed by a key pipeline for oil from the Caspian Sea basin. There, a US-backed government battles Russian-backed separatists in Abkhazia and South Ossetia – a conflict some experts have identified as resembling a Cold War proxy war.84 Even private companies, as they seek to develop resources in ever more unstable areas, may be implicated in local conflicts. Oil companies have run up large private-security bills in recent years, and oil corporations were among the earliest clients of private military corporations, as in Angola. The formation of new international alliances can also be a driver of conflict as large states pursue energy security. In Central Asia, Russia and China actively seek to counter US influence through bilateral military agreements and with the formation of regional blocs such as the Shanghai Cooperation Organisation and the Collective Security Treaty Organisation.85 Outside the Caspian Sea basin China is actively securing access to oil through relationships with Iran and Sudan, and through the ongoing build-up of its naval capabilities.

Energy Conflicts Most Likely

Disputes over energy justify large military forces and are the most likely scenario for modern conflict
Moran, Professor of National Security Affairs at the Naval Postgraduate School in Monterey, California. and Russell , 08

Daniel Moran, Professor of National Security Affairs at the Naval Postgraduate School in Monterey, California. and James A. Russell, Associate Professor in the Department of National Security Affairs at the Naval Postgraduate School, 3-7-08, [“The Militarization of  Energy Security,” Saudi-US Relations Information Service, http://www.susris.com/articles/2008/ioi/080307-russell-energy.html] E. Liu
 This book does not seek to challenge the prevailing consensus that large-scale conflict among developed states has become unlikely. Its aim is rather to reflect upon conditions in the one area of international life where serious observers still regard it as possible: energy security. It is in the energy sector that strategic planners now find it easiest to imagine major states reconsidering their reluctance to use force against each other. “Energy security” is now deemed so central to “national security” that threats to the former are liable to be reflexively interpreted as threats to the latter. In a world in which territorial disputes, ideological competition, ethnic irredentism, and even nuclear proliferation all seem capable of being normalized in ways that constrain the actual use of military force, a crisis in global energy supply stands out as the last all-weather casus belli when the moment comes to hypothesize worst-case scenarios. This is not a reason to assume that wars over energy are more likely now than in the past. Precisely because such conflicts have been limited and rare up to now, [3] there is good reason to be cautious about estimating their likelihood in the future. The probabilities are further muddled by the fact that over-emphasis on the possibilities for great-power conflict favors important, and generally conservative, institutional interests within the defense establishments of developed states, particularly the United States. In a security environment that presents increasingly strong incentives to shift force structure and doctrine toward irregular warfare, counter-terrorism, constabulary operations, and so on, the possibility of war to seize or defend energy resources provides a much-needed rationale for preserving the heavy conventional forces that still consume the lion’s share of defense spending around the world. This is especially true of naval building programs, whose ostensible purpose is always presumed to include securing the sea lines of communication that connect the producers and consumers of oil. [4] The prominence of energy security for military planning and budgeting may be exaggerated compared to its real salience internationally. Yet the anxiety that this issue is capable of inspiring is itself a measure of its significance, irrespective of one’s estimate of the probabilities. There were only two world wars in the entire twentieth century, after all, yet that is scarcely a reason to discount their importance. The possibility that access to energy resources may become an object of large-scale armed struggle is almost incontestably the single most alarming prospect facing the international system today. The political stability of advanced societies, and the continued prospects for economic and social improvement in developing countries, are both irreducibly dependent on avoiding such a conflict.

Energy wars are more probable – They occur in a context of economic decline and conetntion

Moran, Professor of National Security Affairs at the Naval Postgraduate School in Monterey, California. and Russell , 08

Daniel Moran, Professor of National Security Affairs at the Naval Postgraduate School in Monterey, California. and James A. Russell, Associate Professor in the Department of National Security Affairs at the Naval Postgraduate School, 3-7-08, [“The Militarization of  Energy Security,” Saudi-US Relations Information Service, http://www.susris.com/articles/2008/ioi/080307-russell-energy.html] E. Liu
In such circumstances the great difficulty, from the point of view of both analysis and action, is to account for the enormous range of secondary effects that may follow once force is used on a significant scale. One must assume, for instance, that war by a major power to protect or to interfere with energy supplies would coincide with, or inaugurate, a period of sharply declining performance by the world economy, a development whose effects would be felt by the states immediately concerned, and also by potential opponents, collaborators, and by-standers. In general, the militarization of energy security needs to be envisioned as occurring within a context of strategic anxiety and severe economic stress, in which economic productivity is far below what people are used to, and in which the perennial peace-time trade-offs between guns and butter had become correspondingly more contentious. Such conditions have arisen before, in the 1930s, when the developed world’s demand for security increased rapidly, under conditions that made the relative social cost of that security extremely expensive. It remains difficult to this day to see how war could have been avoided under such circumstances.

Low Prices Good – Dollar

Oil profits cause inflation that makes Gulf States diversify reserves, causing dollar sell-off
Momani, Associate Professor in the department of Political Science at the University of Waterloo and the Balsillie School of International Affairs, 08
Bessma Momani, Associate Professor in the department of Political Science at the University of Waterloo and the Balsillie School of International Affairs, 9-08, [“Gulf Cooperation Council Oil Exporters and the Future of the Dollar,” New Political Economy, Vol. 13, No. 3, September 2008, relooney.fatcow.com/0_New_6432.pdf] E. Liu
In this section, we consider the final GCC trigger that could undermine the US dollar: GCC diversification of its official reserves. The economic rationales for diversification are related to GCC efforts both to internally harmonise and integrate their economic policies and to diversify their oil-dependent economies. After successfully completing a customs union in 2003 and a common market in 2008, the GCC states have plans to unify their currencies by 2010.75This enhanced regional integration has contributed to members’ impressive economic growth, enhanced external trade and improved intraregional trade. Spurred by sky-rocketing oil prices, the GCC states’ official reserves are also ballooning. It has been estimated that 60 per cent of the Gulf’s asset portfolio is dollardenominated.76In choosing an appropriate reserve currency strategy, GCC policy makers will likely consider a number of economic factors: the valuation of the proposed monetary union’s currency; the GCC’s trading patterns; and the prospects for economic diversification. These three factors are discussed in turn. On the Gulf’s monetary policies, for decades many of the GCC countries had unofficial pegs to the US dollar.77Depending on US monetary policy had worked well for many Gulf countries because they were ‘small, open, and financially immature’.78However, with soaring oil prices, a falling value in the US dollarand acurrent US monetarypolicythat is counterproductive to Gulf interests, the GCC countries’ peg to the US dollar is now deemed to be a problem. In particular, inflation has become a serious domestic issue, particularly because most of the arid Gulf countries are highly dependent on food imports. Because of rising inflation, a number of GCC countries have faced domestic pressure to loosen the dollar peg. Consequently, the IMF has cautioned that unless oil exporters adopt an exchange rate regime that better varies with the price of oil, oil exporters will continue to face adjustment through inflation.79Jeffrey Frankel has also suggested that the oil-exporting countries consider a peg to a basket of currencies that includes the price of oil.80Prominent economists, including former Federal Reserve Chairman Alan Greenspan and Nobel Laureate Professor Joseph Stiglitz, are recommending that the Gulf states consider a revaluation of their currencies to stem the rising tide of inflation in the region.81However, the Gulf peg to the dollar has prevented these necessary economic adjustments. Acting in their own interests, the Gulf states could loosen their peg to the US dollar and slowly shift their reserves out of dollars – a process of or ‘passive diversification’.82Indeed, there have been murmurs that the GCC countries’ central banks would be shifting their reserves away from dollars. For example, the UAE’s Central Bank Governor announced in March 2006 that it would diversify 10 per cent of its foreign exchange holdings from dollars to euros.83Again, in March 2007, the chief executive officer (CEO) of the Dubai International Financial Centre suggested that the UAE would be buying more euros and more yuans.84The fear is that this activity may lead to market signalling where speculators sell off US dollars in the global marketplace. Countless bank and market analysts have advised the GCC to consider shifting towards a more diversified reserve portfolio and an appreciation of local currencies against the dollar.85 Whether the GCC states will continue to peg to the US dollar has become an important issue of larger systemic proportions.

Low Prices Good – Democracy

Oil revenues promote corruption that undermines transitions to democracy – Causes conflicts
Maloney, Senior fellow at the Saban Center for Middle East Policy at the Brookings Institution, 08
Suzanne Maloney, Senior fellow at the Saban Center for Middle East Policy at the Brookings Institution, 12-5-08, [“The Gulf's Renewed Oil Wealth: Getting it Right This Time?,” Survival: Global Politics and Strategy, 50:6, 129-150, www.brookings.edu/research/articles/2008/12/gulf-oil-maloney] E. Liu
There are no simple solutions to the problematic consequences of resource revenues. Democracy is certainly not the answer, insofar as democracy is typically introduced via the mechanism of competitive elections. Resource rents facilitate the typically pre-existing patterns of patronage politics and erode the checks and balances, such as an open press, that might constrain patronage. As a result, resource-rich governments fail to create the kind of public infrastructure that is needed for the development of competitive politics – or, for that matter, for economic growth. Scholars Paul Collier and Anke Hoeffler have demonstrated that ‘in those developing societies where the state has most command over resources, the democratic process has been least effective at controlling them for the public good’.32 According to Stanford University political scientist Larry Diamond, none of the 23 countries that currently derive at least 60% of their export revenues from petroleum qualify as democracies, and ‘all of the oil-rich countries of the world remained under or returned to authoritarian rule after 1974 and the third wave of democratization’.33 This trend applies to all of the Middle East’s major oil producers, and indeed extends more broadly across the region, where only Israel has been designated ‘free’ by Freedom House, with Bahrain, Lebanon and Yemen categorised as ‘partly free’.34 The region’s proclivity for armed conflict is all too well established, from the succession of wars between Iraq, its neighbours and several global coalitions, to the protracted failure of peacemaking between Palestinians and Israelis, to the persistence of terrorist violence against peoples and states from North Africa to Yemen. Given this background, forecasts of potentially negative fallout from the region’s renewed influx of revenues have obvious resonance. Recent years have brought more open elections and representative institutions to a number of Middle Eastern states, but considerable evidence suggests that these advances have not fundamentally altered the authoritarian bargain that has long prevailed there, particularly in the oil-rich states.35 The improving economic fortunes of the region will likely facilitate this bargain’s perpetuation, since, as Thomas Friedman has opined in the New York Times, ‘as the price of oil goes up, the pace of freedom goes down’.36 This logic appears to be borne out by the experience of countries such as Iran: when oil prices dipped as low as $10 per barrel during the late 1990s, the country’s president championed a ‘dialogue of civilizations’; more recently, with oil prices careening to record highs, his successor spews anti-Israel invective and oversees a new era of internal repression and international provocation. While political reform carries its own substantial risks, the relative dearth of meaningful steps toward greater accountability and popular participation in the Middle East creates significant uncertainties for the region’s future – particularly in those states, such as Egypt and Saudi Arabia, that are poised to undergo rare changes in leadership in the near term. Managing those transitions may be rocky, and the surfeit of oil revenues may only complicate the process by facilitating corruption, entrenching privileged networks of power, and reducing incentives for good governance and the rule of law, all of which would rebound negatively for economic development. Rather than generating the ‘virtuous cycle’ predicted by some commentators, a future of enduring high oil revenues in the Middle East could generate the worst possible outcome for the region and for global interests in regional energy security by propping up undemocratic and predatory regimes, temporarily sustained by oil windfalls but inherently precarious. Setting aside the particularist ideology of Iran’s Islamic Republic, the ascendance of Mahmoud Ahmadinejad and his brand of radical populism and economic malpractice may be a harbinger of the region’s future. 

Low Prices Good – Interventionist Wars

High oil prices create public pressure and desperation to intervene to secure energy 
Moran, Professor of National Security Affairs at the Naval Postgraduate School in Monterey, California. and Russell , 08

Daniel Moran, Professor of National Security Affairs at the Naval Postgraduate School in Monterey, California. and James A. Russell, Associate Professor in the Department of National Security Affairs at the Naval Postgraduate School, 3-7-08, [“The Militarization of  Energy Security,” Saudi-US Relations Information Service, http://www.susris.com/articles/2008/ioi/080307-russell-energy.html] E. Liu
The relationship between spiraling energy costs and global stability -- social, political, and strategic -- are not easy to anticipate in detail. On the whole it is reasonable to assume that the West and the rest of the developed world will be in the best position to afford higher costs. But they may also be the most susceptible to the pressure of public opinion and powerful economic interests. They also possess the most formidable military resources with which to intervene in the market, should they wish to do so. Developing states that are consumers of oil probably have the least leverage in market terms; but this may only make them more willing to choose the military option in moments of desperation. Such states are often disconnected from, and even hostile to, those features of economic globalization that are driving growth and development elsewhere, and may feel that they have little to lose in challenging a system that is failing them in any case. Oil-producing states can benefit from high prices only as long as demand does not collapse, or become translated into calls for direct action outside the boundaries of the market. In the latter case they can be expected to seek the protection of more powerful consumer states. Indeed, the emergence of such relationships, in anticipation of a deteriorating energy market, is one of the more likely ways in which the militarization of energy security may unfold.

Low Prices Good – State Failure

High oil prices stunt economic development, causing unrest and failed states

Umbach, Centre for European Security Strategies (CESS), Munich-Berlin, Germany, 09
Frank Umbach, Centre for European Security Strategies (CESS), Munich-Berlin, Germany, 3-6-09, [“Global energy security and the implications for the EU,” Energy Policy Volume 38, Issue 3, March 2010, Pages 1229–1240, http://www.sciencedirect.com/science/article/pii/S0301421509000421] E. Liu
As long as fossil fuels continue to dominate the global fuel mix, energy-related greenhouse gas emissions and increased reliance on imports of oil, gas and coal from politically unstable countries will increase concerns about climate change as well as energy security. Having no adequate and secure supplies of energy at affordable prices is being perceived as a major threat as soaring energy prices and consumption cause irreversible environmental damage for societies. If the energy prices stay high, the big losers will be in particular the poor countries because they will be hit economically, socially and politically much harder in comparison with the OECD countries. It may curtail their economic development prospects and lead to social–political unrest, state failure, new terrorist havens or large-scale migration (Burrows and Treverton, 2007).
Oil stunts basic services and collapses economies – Causes cascading state failure

Elhefnawy, previously published on international and security issues in journals including Astropolitics, International Security and Parameters, Visiting Assistant Professor of Literature at the University of Miami, 08
Nader Elhefnawy, previously published on international and security issues in journals including Astropolitics, International Security and Parameters, Visiting Assistant Professor of Literature at the University of Miami, 3-25-08, [“The Impending Oil Shock,” Survival: Global Politics and Strategy, 50:2, 37-66, www.tandfonline.com/doi/abs/10.1080/00396330802034242] E. Liu
Some states, particularly in the underdeveloped world, may not even be able to obtain sufficient energy resources to keep their economies functioning. Less-developed nations differ widely in the energy-intensiveness of their economies as well, but given the relatively low resource productivity of many; their obsolete, poorly maintained or otherwise inadequate infrastructure; and their obligation to pay for high-priced oil in hard currency; low-income oil importers will be in an especially poor position. In contrast to developed states enjoying more developed institutions and better access to capital and technology, less-developed nations have fewer of the resources needed to adapt to new circumstances, and any price shock would weaken such resources as they do have.71 Indeed, with adequate supplies of energy priced out of the reach of consumers, businesses and government, basic services might fail and states cease to be viable, even as developed nations continue to get by. Any price shock would come in an environment already favouring state failure: recent years have seen stagnating growth in Latin America and Africa; the removal of a great deal of foreign support for weak governments (a process that started with the Cold War’s end); and continued population growth in the poorest regions, putting pressure on infrastructure and resource bases. Many of these problems will get worse rather than better, particularly the relationship between population size and natural resources such as water and arable land. The salinated and damaged farmland on which a third of the world’s crops are presently grown is a case in point.72 Aside from the expensive repairs such lands require, drip-irrigation and other methods needed to keep them productive are much more energy intensive than current practices. Not having access to the required energy may mean disaster. Moreover, there will be spillover effects, such as refugee flows and the emergence of havens for terrorism and organised crime, as in Afghanistan and Somalia. There is also the danger that where one state fails, another may move in, either formally or informally. These interventions may be motivated by a sense of threat (guerrillas using the territory of failed states as a base of refuge), or the sighting of an opportunity to grab territory and resources – both of which were factors in the numerous invasions of the Democratic Republic of the Congo by its neighbours since the mid 1990s.73

State Failure – Great Power Wars

Major powers can decline from energy too – Causes lash-out, prolif and great power war
Elhefnawy, previously published on international and security issues in journals including Astropolitics, International Security and Parameters, Visiting Assistant Professor of Literature at the University of Miami, 08
Nader Elhefnawy, previously published on international and security issues in journals including Astropolitics, International Security and Parameters, Visiting Assistant Professor of Literature at the University of Miami, 3-25-08, [“The Impending Oil Shock,” Survival: Global Politics and Strategy, 50:2, 37-66, www.tandfonline.com/doi/abs/10.1080/00396330802034242] E. Liu
Smaller countries are not the only ones at risk. The failure of large but economically fragile states on the model of the Soviet collapse is conceivable, and even more problematic at the global level, given that their size compounds their problems, making them more difficult to bail out or prop up, and introducing problems that are not a consideration with smaller states, such as the proliferation of sophisticated weaponry. The moment before a large nation collapses is especially fraught with peril.77 The Soviet Union made surprisingly little effort to resist dissolution in 1991, but there is no certainty that the next great power to go this way will not flail about dangerously prior to collapse. Great-power conflict is not out of the question; it may even be the most likely cause of conflict in the future, particularly if crises bring radical ideologies to the fore.78

AT: Public Spending

Southwest Asian public spending is insufficient to maintain stability or growth
Maloney, Senior fellow at the Saban Center for Middle East Policy at the Brookings Institution, 08
Suzanne Maloney, Senior fellow at the Saban Center for Middle East Policy at the Brookings Institution, 12-5-08, [“The Gulf's Renewed Oil Wealth: Getting it Right This Time?,” Survival: Global Politics and Strategy, 50:6, 129-150, www.brookings.edu/research/articles/2008/12/gulf-oil-maloney] E. Liu
The prospects for such a scenario are reinforced by the demographic realities that complicate the region’s internal challenges. Even with a new flood of cash, it is not clear that any Middle Eastern state beyond the tiniest Persian Gulf emirates can sustain the social contract that has underpinned the long-standing bargain between the region’s rulers and ruled. Two-thirds of Middle Easterners are under the age of 30, which represents a historic opportunity for growth in the context of the region’s expanding economies; alternatively, this disproportionately young population could trigger what one expert has described as ‘double jeopardy: the economic and social exclusion of youth drains growth and creates social strife’.37 To successfully marshal these human resources, states will have to embrace forward-leaning policies and programmes to create 80m new, productive jobs by 2020, nearly all in the private sector, as well as implement the sort of comprehensive educational expansion and reforms necessary to produce a trained and competitive work force. Today, youth unemployment and underemployment is rampant. Within the Gulf states alone, the challenge is to create 280,000 jobs per year to absorb new entrants to the labour markets – or 4m new jobs by 2020 in a regional economy that currently employs only 4.8m local citizens.38 The boom has generated new private-sector growth, but capacity remains far below what is required to meet the skyrocketing needs of most societies. And despite episodic political crises, and the countervailing economic shocks of the oil-price decline in the late 1990s and the current boom, the region’s overall reliance on a primarily low-skilled, low-cost expatriate labour has remained steady over the past decade at approximately 40%. Ambitious nationalisation programmes, including changes in the sponsorship system of some Gulf countries and a recent Saudi publicity campaign riffing on the labour minister’s brief stint at a fast-food restaurant, have had only a limited impact. As a result, impressive job-creation targets remain largely aspirational, and the prerequisite structural changes – in particular, the massive expansion and empowerment of the private sector – are still in their infancy. If these employment targets are not achieved, the spectre of a youth bulge characterised by idleness and frustration looms on the horizon for the Gulf. Compounding the political issues at stake for the region are real economic pressures that could exacerbate the task of maintaining stability at home. 

***Saudi Aff***

Saudi Reforms Turn

Oil revenues discourage diversification and don’t benefit growth
Elhefnawy, previously published on international and security issues in journals including Astropolitics, International Security and Parameters, Visiting Assistant Professor of Literature at the University of Miami, 08
Nader Elhefnawy, previously published on international and security issues in journals including Astropolitics, International Security and Parameters, Visiting Assistant Professor of Literature at the University of Miami, 3-25-08, [“The Impending Oil Shock,” Survival: Global Politics and Strategy, 50:2, 37-66, www.tandfonline.com/doi/abs/10.1080/00396330802034242] E. Liu
However, this influence should not be exaggerated. A rapidly rising population and increasing production difficulties mean there will be no return to 1970s-style prosperity for Saudi Arabia, even were its profile as an oil producer to continue rising. Similarly, Russia’s status as a ‘natural gas superpower’ is a very slender foundation for its ambitions, or even for preventing the continuing erosion of its power base.33 There are also consequences to using the ‘oil weapon’ against buyers, not least of these the forgoing of income from oil sales. This was not a major problem for the wealthy, industrialised United States when it refused to sell oil to Japan before the Second World War, or when it cut oil sales to the United Kingdom and France during the 1956 Suez crisis, but today, the potential economic cost of such a move is much greater for countries like Russia and Saudi Arabia which are so dependent on oil sales for foreign revenue. It should also be made clear that any gains in influence enjoyed by oil-exporting nations in an oil-scarce world would be temporary, lasting only as long as these states remained exporters, which might not be very long.34 (It is commonly estimated that Iran’s profile as an oil exporter will suffer badly during the second half of the next decade, for instance.35) The contraction of supplies at the global level is inseparable from the contraction of supplies in these states. These states are also voracious oil consumers, not only because they are developing, but also because their large oil supplies permit governments to subsidise domestic use, fostering inefficiency.36 This will constrain their exports long before they exhaust their oil supplies. Moreover, it is unlikely that a period of higher revenue from oil will provide a launch pad for more permanent economic power, given the poor record of resource-exporting countries.37 Philippe Le Billon, among other experts, has identified a ‘clear pattern of economic underperformance and governance failure among resource dependent countries’ – the so-called ‘resource curse’.38 Rents from this revenue stream provide a cushion to governments that would otherwise be insolvent; raise the exchange rate of their currency sufficiently to undermine the competitiveness of other sectors; and discourage economic diversification away from a single commodity subject to dramatic market fluctuations.39 They also tend to be at the discretionary control of elites, fostering not only corruption, but rent-seeking by various interest groups, and a tendency on the part of policymakers to mollify disaffection with that revenue rather than seek more fundamental solutions to problems.40 Indeed, corruption and overdependence on a single resource typically result in the ‘overextraction of rents from the resource sector’, at the expense of needed maintenance.41 Oil exporters have tended to perform especially poorly in this regard, their revenues typically providing elites with the means to placate domestic interest groups, and fortunes that are invested and secured abroad, as in the case of Saudi Arabia.42 The result has often been the frustration of hopes for development rather than their realisation, and it may be expected that such tendencies will be exacerbated by higher revenues.

Arab countries are uncompetitive due to lack of manufacturing from oil dependence
Elbadawi, Research Coordinator for the African Economic Research Consortium in Kenya and Gelb, chief of, the Transition and Macro-Adjustment Division of the World Bank's Policy Research , 10
Ibrahim A. Elbadawi, Research Coordinator for the African Economic Research Consortium in Kenya and Alan H. Gelb, chief of, the Transition and Macro-Adjustment Division of the World Bank's Policy Research, 12-10, [“Economic Diversification and Development in the Arab World,” The Economic Research Forum, http://www.eip.gov.eg/Upload/Publications/ERf_PRR_35[1].pdf] E. Liu
Recent literature draws a strong link between industrialization and the job-creation capacity of developing economies. For example, the abovementioned UNIDO report documents experiences of countries adopting labor-intensive, manufacturing-based development; The report finds that, overall, this development strategy creates jobs and that the job-creating capacity of strongly growing manufacturing sectors can be spectacular. Also, as industrialization proceeds not only employment expands, but also wages rise over time. Moreover, manufacturing is usually gender neutral with large number of women also being employed. Such experiences contrast sharply with the dominant role of the low-wage, informal sectors that have emerged as the main source of employment in non-oil Arab economies. Meanwhile, open or disguised unemployment among nationals in the GCC countries exposes the limits of their heavy dependence on the hydrocarbon and non-tradable sectors (e.g Assaad, 2002; Galal, 2002; World Bank, 2004; Elbadawi and Loayza, 2008). Therefore, viewing the unemployment crisis afflicting the Arab world, especially among educated youth, the region’s failure to partake in the phenomenal global expansion of manufacturing exports over the last three decades has, by any measure, been a major development failure. The received traditional development literature as well as the more recent Hausmann and Rodrik-led research on export sophistication, product space, and structural transformation advocate a major role for the state in addressing various types of market imperfections and coordination failures (see below). Unfortunately, however, the literature on Arab industrial development suggests that most of the region’s governments have either totally abandoned this vital role, or instead, pursued ineffective traditional industrialization strategies that blunted these countries’ ability to compete and their productivity growth (e.g. Sekkat, 2009).

Saudi Reforms Turn – Hydrogen
Hydrogen transition key to OPEC economies – leads to necessary reforms

Blanchette Deputy Chief Engineer for Army Programs at the Software Engineering, 08 

Stephen Blanchette Jr., Deputy Chief Engineer for Army Programs at the Software Engineering, 08, [“A hydrogen economy and its impact on the world as we know it,” Energy Policy 36 (2008) 522–530, ideas.repec.org/a/eee/enepol/v36y2008i2p522-530.html] E. Liu
Interestingly, evidence suggests that the oil economy generally has not been all that good for the oil-producing nations. Certainly, vast sums of money flow into the oilproducing countries, and they are not without the trappings of wealth (Roberts, 2004; Vaitheeswaran, 2003). Equally certain is that much of that money has been squandered on corruption, ‘‘military adventurism,’’ and terrorism (Jaffe, 2004). Yet, there is also a fascinating phenomenon occurring at the same time. Many oil producers encounter serious economic trouble, trouble that has been tied directly to their oil-related activities (Heal and Chichilnisky, 1991). For example, according to the World Bank, for the period 1960–1983, developing nations that exported oil experienced lower growth rates than developing nations that did not export oil. The reasons for such an outcome are intricate, but the bottom line is industrial economies, that is, economies that are homogeneous and integrated, are more likely to cope effectively with the consequences of oil exportation (Heal and Chichilnisky, 1991). Given this curious economic factoid, one can expect that the OPEC nations might actually be better off in the long term due to a transition to a hydrogen economy. With oil exports declining as the transition occurred, these nations would have no choice but to reduce their dependence on oil export revenues and balance out their economies (or face economic ruin, destabilization, and worse).

AT: Oil Key to Saudi Stability

Arab states are unstable despite oil wages due to poor governance

Elbadawi, Research Coordinator for the African Economic Research Consortium in Kenya and Gelb, chief of, the Transition and Macro-Adjustment Division of the World Bank's Policy Research , 10
Ibrahim A. Elbadawi, Research Coordinator for the African Economic Research Consortium in Kenya and Alan H. Gelb, chief of, the Transition and Macro-Adjustment Division of the World Bank's Policy Research, 12-10, [“Economic Diversification and Development in the Arab World,” The Economic Research Forum, http://www.eip.gov.eg/Upload/Publications/ERf_PRR_35[1].pdf] E. Liu
The received literature suggests that most Arab countries have experienced volatile, short-run growth and long-term stagnation. This has been linked to the failure of most countries to undertake medium-term, counter-cyclical macroeconomic policies. It is also linked to their failure to mediate conflicting interests during post oil booms due to their glaring lack of democracy, transparency, and accountability (Elbadawi, 2005a, 2005b). Related to this is that most, if not all, Arab countries continued to pursue old, state-led development strategies that, arguably, have outlived their effectiveness, as manifested in the massive unemployment crisis that afflicts the Arab world today (World Bank, 2004; Nabli, 2004) The disappointing growth and employment performance of the Arab world is mirrored in the low degree of diversification and sophistication of exports as well as the limited role of manufacturing in most Arab economies. Recent development experiences and the received literature suggest that countries that achieved high and sustained growth, by and large, have diversified economies and are endowed with good economic governance; and most, though not all, had large and dynamic manufacturing sectors (e.g. Imbs and Wacziarg, 2003; Hausmann, Hwang and Rodrik, 2006; UNIDO, 2009). In this report, we agree with the view that oil is not destiny and that its ultimate impact on development hinges on the underlining institutional and policy environment. However, this report will also show that while oil resources have provided a huge opportunity to the Arab world to finance accelerated development; it has, nevertheless, complicated the development process in the region. This assessment is consistent with the consensus view in the received literature, which suggests that oil rents impede economic diversification and penalize manufacturing growth by generating Dutch Disease and extreme volatility. Oil rents also promote bad governance and complicate transition to transparent and accountable democratic rule. In addition, the oil sector tends to be located at the periphery of the product space, which makes it difficult for the economy to move into new and more sophisticated lines of products and services (Hausmann and Klinger, 2007). 

Saudi Domestic Consumption Turn Firstline

Saudi domestic oil consumption causes crisis in the long term – Energy efficiency is key
Lahn, Research Fellow for Energy and Development at Chatham House and Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 11
Glada Lahn, Research Fellow for Energy and Development at Chatham House and Paul Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 12-11, [“Burning Oil to Keep Cool The Hidden Energy Crisis in Saudi Arabia,” The Royal Institute of International Affairs, Chatham House, www.chathamhouse.org/publications/papers/view/180825] E. Liu
Saudi Arabia’s place in the world oil market is threatened by unrestrained domestic fuel consumption. In an economy dominated by fossil fuels and dependent on the export of oil, current patterns of energy demand are not only wasting valuable resources and causing excessive pollution, but also rendering the country vulnerable to economic and social crises. This report explains why the need for change is urgent, and what options and challenges the Saudi government faces in trying to address the politically sensitive issue of domestic energy prices. The report begins by examining the causes for concern. Chatham House simulations reveal that, on the current trajectory, Saudi Arabia’s domestic energy consumption could limit its exports of oil within a decade. This would have a severe effect on government spending, over 80% of which is dependent on oil revenues.1 Ultimately, it may reduce Saudi Arabia’s spare production capacity, causing greater volatility in the world oil markets. Next, the report considers the role of historically low energy prices in the kingdom in both driving these unsustainable consumption trends and inhibiting measures to correct them. Internationally, this issue is receiving increasing attention, with several multilateral bodies calling for the elimination of fossil fuel subsidies. Saudi Arabia is a member of some of these bodies, including the G20 and the World Trade Organization. In 1992 it was one of the signatories of the UN’s Agenda 21, which committed countries to developing policies to address unsustainable patterns of consumption, including energy. It is also among the members of the G20, all of which committed themselves to phasing out ‘inefficient fossil fuel subsidies’ in the medium term in September 2009. Yet Saudi Arabia does not have an overarching policy on energy consumption and claims it has no inefficient fossil fuel subsidies. This report argues that there are compelling domestic reasons for Saudi Arabia to act on both energy consumption and price. These include the looming constraint on oil export capacity, the need to develop a post-oil economy, and threats to the health of inhabitants resulting from power outages and from increasing industrial and traffic pollution. The report examines the Saudi government’s current approach and demonstrates that this will not be enough to head off an economic crisis in the kingdom. So far, the focus has been on adding new energy supply. Chatham House simulations show that adding renewable and nuclear power based on current estimates will only delay the onset of an intractable fiscal deficit by a couple of years. An ambitious effort to increase energy efficiency is also essential. Our simulations show that this could buy the government more time in which to lower the economy’s dependence on income from oil exports. Ideally, efficiency drives would be supported by higher prices for energy. 
Energy Efficiency Solves

International help on energy efficiency is key to prevent domestic overconsumption
Lahn, Research Fellow for Energy and Development at Chatham House and Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 11
Glada Lahn, Research Fellow for Energy and Development at Chatham House and Paul Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 12-11, [“Burning Oil to Keep Cool The Hidden Energy Crisis in Saudi Arabia,” The Royal Institute of International Affairs, Chatham House, www.chathamhouse.org/publications/papers/view/180825] E. Liu
1. Early action is critical given the lead times necessary for economic diversification and the introduction of new technology. As a guide, our simulation showed that a national energy intensity improvement goal of a 3% reduction year on year between 2010 and 2020 and a 2% reduction between 2021 and 2030 could buy an extra five years to enable the transition to lower dependence on oil exports. International experience can offer help and guidance to the government in pursuit of ambitious but practical targets for individual sectors. 
Energy Intensity Now

Saudia Arabia and Southwest Asia are rapidly becoming more energy inefficient
Lahn, Research Fellow for Energy and Development at Chatham House and Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 11
Glada Lahn, Research Fellow for Energy and Development at Chatham House and Paul Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 12-11, [“Burning Oil to Keep Cool The Hidden Energy Crisis in Saudi Arabia,” The Royal Institute of International Affairs, Chatham House, www.chathamhouse.org/publications/papers/view/180825] E. Liu
Even if a country is justified in using more energy per capita and more energy per unit of output than others on the basis of the conditions described above, one would still expect its efficiency to improve over time. Figure 7 shows that this is not the case for Saudi Arabia. Between the oil price hikes of the 1970s and the global financial crisis in 2008–09, GDP per unit of energy increased in the oil-importing countries, but declined or stayed level in the oil-exporting ones: Saudi Arabia, Iran, Malaysia and Nigeria. On this measure, Saudi Arabia’s decline in energy efficiency is dramatic. Because the international price of oil has a distorting effect on the GDP of countries that depend on oil exports, we have also included a calculation based on Saudi Arabia’s non-oil sector GDP, which shows that the efficiency of this sector was roughly the same as for the United States in 1975 but has declined in almost inverse proportion to that of the US ever since.16 In fact this is in line with a regional trend. A World Bank report estimates that energy consumption has risen faster in the Middle East and North Africa (MENA) than in any other region since 1980.17 Between 1990 and 2005 MENA’s energy intensity increased by 14%, which was 60% above the OECD average and 40% above the global average. The report concludes that ‘high energy intensity is used, cautiously, as a sign of possible energy inefficiency’.18 

Impact – Saudi Economic Instability

Dependence on oil prevents diversification – That leaves Saudi Arabia vulnerable to oil swings
Lahn, Research Fellow for Energy and Development at Chatham House and Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 11
Glada Lahn, Research Fellow for Energy and Development at Chatham House and Paul Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 12-11, [“Burning Oil to Keep Cool The Hidden Energy Crisis in Saudi Arabia,” The Royal Institute of International Affairs, Chatham House, www.chathamhouse.org/publications/papers/view/180825] E. Liu
Moreover, in the ideal resource-dependent development model, earnings from the depletable resources are directed towards sustainable investment, so that by the time the resources themselves are exhausted (or no longer have value on global markets) the country has compensated for any environmental damage and derives its standard of living and growth from other economic activities. Oil money has stimulated other areas of the economy in Saudi Arabia, with remarkable growth in the petrochemicals, construction and financial sectors. Yet dependence on oil and gas revenues to pay for state spending in society and the economy has hardly shifted. In fact it increased during the last period of unusually high oil prices (2005–08).19 It is also debatable how much vertical integration of the petroleum sector (integrated refining, petrochemicals, plastics etc.) contributes to diversification. Just under a fifth of the oil and gas consumed in Saudi Arabia is used for feedstock and power for industry (e.g. petrochemicals, plastics and fertilizer).20 In principle, these capitalize on Saudi Arabia’s ‘competitive advantage’ as a producer of low-cost energy to generate national value through jobs, exports and economic diversification. But as Aissaoui (2010) argues, the petrochemicals industry encourages dependence on low-cost feedstock, does little to reduce the economy’s vulnerability to global oil-price cycles as its processes are closely correlated to these, and provides few jobs relative to productivity.21 
Impact – Saudi Instability

Domestic consumption undermines government spending and stabilizing of oil markets
Lahn, Research Fellow for Energy and Development at Chatham House and Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 11
Glada Lahn, Research Fellow for Energy and Development at Chatham House and Paul Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 12-11, [“Burning Oil to Keep Cool The Hidden Energy Crisis in Saudi Arabia,” The Royal Institute of International Affairs, Chatham House, www.chathamhouse.org/publications/papers/view/180825] E. Liu
The world’s largest exporter of oil is consuming so much energy at home that its ability to play a stabilizing role in world oil markets is at stake. Saudi Arabia’s demand for its own oil and gas is growing at around 7% per year. At this rate of growth, national consumption will have doubled in a decade. On a ‘business as usual’ projection, this would jeopardize the country’s ability to export to global markets. Given its dependence on oil export revenues, the inability to expand exports would have a dramatic effect on the economy and the government’s ability to spend on domestic welfare and services. Following the political unrest in the Middle East since the start of 2011, the impulse of the Saudi authorities has been to give out more social benefits – including cheap energy. Yet the negligible cost of fuel to consumers is encouraging wasteful consumption and deterring investment in efficiency and alternative energy supplies. In a country powered entirely by domestically produced oil and gas, this is using up precious natural resources as well as having long-term environmental impacts. One indicator of the problem has been the rise in the burning of heavy fuel oil and crude oil to generate electricity when gas cannot meet the surge in demand for cooling during the summer months. At a local level, electricity shortages caused by demand outpacing infrastructure have already triggered rare protests in at least one province. 
AT: Squo Solves

Current renewables and price manipulation won’t deal with Saudi consumption trajectory
Lahn, Research Fellow for Energy and Development at Chatham House and Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 11
Glada Lahn, Research Fellow for Energy and Development at Chatham House and Paul Stevens, Senior Research Fellow for Energy at Chatham House and Emeritus Professor at Dundee University, 12-11, [“Burning Oil to Keep Cool The Hidden Energy Crisis in Saudi Arabia,” The Royal Institute of International Affairs, Chatham House, www.chathamhouse.org/publications/papers/view/180825] E. Liu
This report has examined the problem of excessive consumption of fossil fuel in Saudi Arabia. As it is the world’s largest exporter of oil and the only one capable of using its spare capacity to stabilize global oil markets, this problem has global as well as domestic ramifications. Business-as-usual simulations show that the country’s current trajectory is unsustainable, economically and politically. They also signal problems for the wider global economy, which, still being largely oil-dependent, will suffer if Saudi Arabia ceases to maintain a sufficient amount of export capacity. That a growing share of the country’s own hydrocarbons production is being devoted to domestic needs is largely due to a history of very low energy prices. As noted with reference to international examples, any effort to conserve fossil fuels is severely constrained while prices remain so low. Our analysis has shown that current government policies and targets are not enough. The addition of planned nuclear and renewables will not fill the demand gap in time. Raising the price of energy is the most obvious means of restraining consumption, but this risks being stalled or undermined by lack of public support or by powerful opposition from key groups that benefit from the status quo. Several countries have attempted price rises and other measures to smooth these reforms, particularly during the oil price spike of 2008 when countries that have to import oil products suffered from higher bills. Their experiences might be useful for Saudi Arabia, which is just beginning to address these issues, especially as it has no time to lose by making the same mistakes.

***Russia Aff***
Modernization Turn 

Turn – high oil prices cause Russian modernization – price drops de-escalate the military

Bennet 4/4/12 

[John T. Bennet, foreign policy contributor to the Chicago Tribune, http://articles.chicagotribune.com/2012-04-04/news/sns-201204041200usnewsusnwr201204030403russiaapr04_1_oil-prices-cubic-meters-natural-gas]

Putin made a number of big domestic promises during the presidential race, including plans to usher in sweeping pension and wage hikes. He also put forth "a rather ambitious military modernization program," Pifer says.   "If oil prices remain high, he might be able to do all of those things," Pifer says. "If prices come down, however, Putin will have some very tough decisions to make at home ... between guns versus butter."  Should oil and gas prices tumble, experts say Putin would likely pick butter.  "In 2007 when oil was doing well, Putin [as president] could have modernized the Russian military," says Pifer. Instead, Putin made a number of economic moves, such as the creation of a rainy day fund that was used during the recent global financial crisis," Pifer notes.  What's more, Putin returns to power with his sharp eyes locked on his opposition, which is composed of the country's urban, middle-class populations.  Experts agree that Putin would be hard-pressed to break his pension and wage promises in favor of a few more missiles. But even an economically weaker Russia would likely pick its spots to block Washington's desires.  "They have a very sovereigntist, non-interventionalist view of world affairs," Burwell says. That means Moscow fundamentally opposes Western efforts to boss around the world's strongmen, with which Russian leaders have much in common.  "The Russian also have real hard-core, national, commercial and other interests in both Iran and Syria that cannot simply be ignored," Burwell says. 

Reforms Turn

Slower economic growth in Russia if it doesn’t enact reforms

Ira Iosebashvili and Alexander Kolyandr, 2012, Russian Minister Calls For Economic Reforms, http://online.wsj.com/article/SB10001424052970204555904577168670078144552.html?mod=googlenews_wsj

MOSCOW—Russia is doomed to slower economic growth if it doesn't enact reforms, the economy minister warned on Wednesday, while a top banker urged efforts to cut the country's dependence on global demand and finance.

Prime Minister Vladimir Putin has touted economic achievements in his bid to return to the presidency. But on Monday Fitch Ratings cut the outlook on Russia's debt, citing political uncertainty following large protests against disputed parliamentary elections, as well as continued dependence on oil prices.

If Russia's legal system is not improved, corruption continues and a way is not found to deliver investment to key sectors ...

AT: Reforms Now
Gazprom reform is not coming – statements and Africa prove

Oputa 2/7/12

[Sunny Oputa, Senior Fellow and a Political Analyst on Nigerian Affairs at Afripol.Org,  is the CEO Rence-Mannix Inc and Publisher of Energy & Corporate Africa, .http://www.energycorporateafrica.com/articles/sunny-side-up/272-gazprom-and-the-new-russia-putins-ace-card.html]

Those who are thinking that Gazprom – the Russian gas giant company will soon be deregulated could as well go to sleep for now. Kremlin is not in a hurry to yield to the call of privatizing Gazprom.  Vladimir Putin has just made it clear that the national gas company and Russia’s major exporter will remain a state –owned company.  With election drawing near, Gazprom which is part of the core strength of Kremlin cannot be expected to be thrown out to the free market in the midst of stiff political competition currently going on in Moscow.  State control of this gigantic establishment favors the government of Medvedev and Putin.   Gazprom has continued to be a resourceful supplier of gas to Europe and is even finding it difficult to meet up the soaring demand in the region. In its new global market expansion and diplomatic locomotion, Kremlin has started to use Gazprom to penetrate new markets in Africa and beyond.  Russia’s presence in Nigeria through Gazprom has become phenomenal. It has also enlarged her scope in Egypt, Southern Africa, Algeria, Libya, Angola, Ethiopia, South Sudan, Niger etc.     Now, it has become nationally imperative for Moscow to ensure that Russian companies – especially the ones in mineral development and energy are strongly established in Africa.  This explains in a simple manner, Kremlin’s readiness to compete strongly alongside China, European Union, India and United State in Africa.  To China, it is not only a quest for economic boost to realign itself  for the new global demand, but a new play to woo back Russia’s old political allies in Africa  and rebuild her global image as a world power which is one of the  prime agenda  of  Putin’s next coming   In a Russian – Africa business forum organized in Addis Ababa last year, Mikhail Margelov informed the audience that Russia plans to return to Africa in full force. However, the question that has continued to loom is whether the expected force will generate enough momentum to threaten the staunch competitiveness of China which has sent cold waves down the spines of United States and Europe. Analysts are also trying to understand the competitiveness of Russian companies under an environment of quasi-deregulation whether it will be an albatross. 

Relations Turn 

High oil prices hurt US –Russia relations over Syria and Iran

Bennet 4/4/12 

[John T. Bennet, foreign policy contributor to the Chicago Tribune, http://articles.chicagotribune.com/2012-04-04/news/sns-201204041200usnewsusnwr201204030403russiaapr04_1_oil-prices-cubic-meters-natural-gas]

 Russia's burgeoning oil and natural gas exports are underwriting Russian efforts to regain status as a world superpower  Russia, once an old foe, is again proving to be a major obstacle for America's foreign interests, and will continue to be a thorn in the country's side as long as oil prices remain high.  Russian leaders have the Obama administration's efforts to pressure Iran into giving up its nuclear weapons ambitions difficult at every turn. Moscow has also joined China in rejecting a U.N. measure that would strike a diplomatic blow to Syrian president Bashir al-Assad, frustrating White House officials.  The White House will also likely seek new, harsh sanctions against North Korea if it launches a long-range rocket that could one day be fitted with a nuclear weapon capable of hitting U.S. turf. But experts say again that Moscow--along with support from Beijing-- will likely stand in the say.  [See pictures of the violence in Syria.]  Russia's return to the fore as a check against America's global whims has escalated in recent months, as Russian Prime Minister Vladimir Putin was elected as President, and is setting his agenda for a third term.  U.S.-Russian relations returned to the front pages last week after Obama urged outgoing Russian President Dmitry Medvedev to "give me space" on several issues, including a European missile defense shield that Moscow opposes. Likely GOP presidential nominee Mitt Romney soon after called Russia America's "top geopolitical enemy."  "Putin still aspires for Russia to be a superpower," says Steven Pifer, a former U.S. ambassador to Ukraine. "There are only two ways for Russia to achieve that: nuclear weapons, and oil and natural gas sales."  The price of a barrel of oil was nearly $105 at midday Tuesday, steadily climbing from a 52-week low of $76.35 per barrel in October. Oil prices began to rise in late 2010, peaking at $113 per barrel in May 2011, before dipping last summer and then rising again.  [Whose Russia Comment Was More Damaging: Obama's or Romney's?]  Russia is the world's second-largest oil exporter at 5 million barrels a day, and its the ninth-leading natural gas exporter at 38.2 billion cubic meters a year, according to the CIA World Factbook. Russia rakes in nearly $500 billion annually in exports, with the CIA listing petroleum and natural gas as its top two commodities.  Frances Burwell, vice president of the Atlantic Council, says Russia's oil revenues "give it a comfort zone" from which its leaders feel they have the global cache to make things tough for Washington.  Burwell says she "places more weight" for Russia's recent global muscularity on "Putin's re-emergence." The Russian once-and-soon-again president "clearly sees playing the national card as the strong guy internationally benefits him," she says.  But, make no mistake, bloated national coffers from high oil and gas prices underwrite Putin's muscle-flexing, experts say.  [Who is Joe Biden to Slam Mitt Romney on Russia Policy?] 

***Oil Dependence***
Independence Now – Disengage From SAW

Oil independence now causes military and political disengagement from Southwest Asia
Wall Street Journal, 12

Wall Street Journal, 6-27-12, [“Expanded Oil Drilling Helps U.S.Wean Itself From Mideast,” Angel Gonzalez http://online.wsj.com/article/SB10001424052702304441404577480952719124264.html]

That means the U.S. military will keep guarding the region's oil shipping lanes, as it has done for decades. "Nobody else can protect it and if it were no longer available, U.S. oil prices would go up," said Michael O'Hanlon, a national security expert with the Brookings Institution, who says the U.S. spends $50 billion a year protecting oil shipments. But China, a growing consumer of Middle Eastern crude, is seeking a larger presence in the region, with its navy joining antipiracy efforts near Somalia. Still, growing domestic energy production could allow the U.S. to lessen its focus on the unpredictable region over time. Dependence on Middle East oil has shaped American foreign, national-security and defense policies for most of the last half century. It helped drive the U.S. into active participation in the search for Arab-Israeli peace; drove Washington into close alignments with the monarchies of the Persian Gulf states; compelled it to side with Iraq during its war with Iran; prompted it to then turn against Iraq after its invasion of Kuwait, bringing about the first Persian Gulf war; and prompted Washington to then build up and sustain its military presence in the region. Whatever the success such strategies had in ensuring American influence in the region, all also came at a price. Involvement in the Arab-Israeli peace process brought the U.S. the enmity of many of the region's most radical forces upset at the failure to create a Palestinian state. The decision to build up an American military presence in the region was used as a rationale for anti-American agitation and attacks by al Qaeda and other extremist forces.

Independence Now – Domestic Production

Huge new oil reserves are being developed domestically now
Maugeri, Research Fellow, Geopolitics of Energy Project, 12
Leonardo Maugeri, Research Fellow, Geopolitics of Energy Project, 6-12, ["Global Oil Production is Surging: Implications for Prices, Geopolitics, and the Environment," Policy Brief, Belfer Center for Science and International Affairs, Harvard Kennedy School, http://belfercenter.hks.harvard.edu/publication/22147/global_oil_production_is_surging.html?breadcrumb=%2Fpublication%2F18205%2Fgood_leaders_must_avoid_emperors_trap]
There are enormous volumes of un-conventional oil under development in the United States.  Thanks to the technological revolution brought about by the combined use of horizontal drilling and hydraulic fracturing, the United States is currently exploiting huge and virtually untouched shale and tight oil fields, and production – although still in its infancy – is skyrocketing in these North Dakota and Texas fields. The extraction technologies are not new, but the combination of technologies used to exploit shale and tight oils has evolved. The technology can also be used to reopen and recover more oil from conventional, established oilfields. Taking into consideration limitation in transportation infrastructure and refining capacity, and environmental barriers to development, the United States could still increase oil production by 3.5 million barrels per day and conceivably produce a total of 11.6 mbd of crude oil and natural gas liquids per year by 2020, making it the second largest oil producer in the world, after Saudi Arabia.
Independence Now – Reduces Oil Prices

Domestic production creates a glut that dips oil prices
Maugeri, Research Fellow, Geopolitics of Energy Project, 12
Leonardo Maugeri, Research Fellow, Geopolitics of Energy Project, 6-12, ["Global Oil Production is Surging: Implications for Prices, Geopolitics, and the Environment," Policy Brief, Belfer Center for Science and International Affairs, Harvard Kennedy School, http://belfercenter.hks.harvard.edu/publication/22147/global_oil_production_is_surging.html?breadcrumb=%2Fpublication%2F18205%2Fgood_leaders_must_avoid_emperors_trap]
Contrary to prevailing wisdom that increasing global demand for oil will increase prices, the report finds oil production capacity is growing at such an unprecedented level that supply might outpace consumption. When the glut of oil hits the market, it could trigger a collapse in oil prices. While the age of “cheap oil” may be ending, it is still uncertain what the future level of oil prices might be. Technology may turn today’s expensive oil into tomorrow’s cheap oil. The oil market will remain highly volatile until 2015 and prone to extreme movements in opposite directions, representing a challenge for investors. After 2015, however, most of the oil exploration and development projects analyzed in the report will advance significantly and contribute to a shoring up of the world’s production capacity. This could provoke overproduction and lead to a significant, steady dip of oil prices, unless oil demand were to grow at a sustained yearly rate of at least 1.6 percent through 2020.

Independence Now – Solves SAW Shipments

Western production and declining demand zero oil from the Middle East soon
Wall Street Journal, 12

Wall Street Journal, 6-27-12, [“Expanded Oil Drilling Helps U.S.Wean Itself From Mideast,” Angel Gonzalez http://online.wsj.com/article/SB10001424052702304441404577480952719124264.html]

America will halve its reliance on Middle East oil by the end of this decade and could end it completely by 2035 due to declining demand and the rapid growth of new petroleum sources in the Western Hemisphere, energy analysts now anticipate. The shift, a result of technological advances that are unlocking new sources of oil in shale-rock formations, oil sands and deep beneath the ocean floor, carries profound consequences for the U.S. economy and energy security. A good portion of this surprising bounty comes from the widespread use of hydraulic fracturing, or fracking, a technique perfected during the last decade in U.S. fields previously deemed not worth tampering with. By 2020, nearly half of the crude oil America consumes will be produced at home, while 82% will come from this side of the Atlantic, according to the U.S. Energy Information Administration. By 2035, oil shipments from the Middle East to North America "could almost be nonexistent," the Organization of Petroleum Exporting Countries recently predicted, partly because more efficient car engines and a growing supply of renewable fuel will help curb demand. The change achieves a long-sought goal of U.S. policy-making: to draw more oil from nearby, stable sources and less from a volatile region half a world away. "Whereas at one point there were real and serious concerns about the ability to maintain sustainable access of supplies to the United States if there were disruptions in the Middle East, that has changed," Carlos Pascual, the top energy official at the State Department, said in an interview. U.S. officials stress that the Middle East will remain important to American foreign policy partly because of the region's continuing influence on global oil prices. "We need to continue to pay attention to how global markets function, because we have a fundamental interest that those markets are stable," Mr. Pascual said.

Dependence Now – Transportation

Transportation growth now deepens oil dependence – Bolsters terrorism and authortarians
Bromley, Senior Lecturer in International Political Economy at the Open University, UK, et al., 06
Simon Bromley, Senior Lecturer in International Political Economy at the Open University, UK, et al., · Joshua Busby Nils Duquet · Leben Nelson Moro, 5-06, [“Climate Change and Collective Action: Troubles in the Transition to a Post-Oil Economy,” St Antony’s International Review The International Politics of Oil, http://www.utexas.edu/lbj/faculty/busby/wp-content/uploads/busby_stair_2_1.pdf] E. Liu
Oil is essential to the modern economy, providing, among other things, the foundation for transportation systems that facilitate human mobility. The security of oil supplies at reasonable and stable prices is one of the highest priorities of any government. The discovery of petroleum and the invention of the internal combustion engine radically transformed human existence in the 20th century, providing for individual mobility across wide geographic spaces. While citizens of the United States (us) in particular have long enjoyed personal automobiles, millions of Chinese and Indians are set to experience such liberty for the first time as their countries become richer. However, the seductive freedom of the automobile comes concomitantly with a dependence on petroleum that most countries must import from unstable regimes. Oil has facilitated the modern industrial economy and yet given rise to negative externalities, from pollution and negative effects on public health to a corrosive impact on governance, particularly among producer nations. These effects have become increasingly salient as the consequences of global climate change have become clearer. At the same time, the links between oil dependence, authoritarian oil producing regimes and terrorism have crystallised public awareness of the oil security externalities that are not incorporated within market prices.1 In 2005, it appeared that us$70 per barrel oil prices might have provided the market signal that consumers should ready themselves for the post-oil future.2 However, while technological developments may yet yield rapid transitions to a much less oil intensive economy, without creative government policies and aggressive efforts by industry, present trends will only deepen global oil dependency. Even as sophisticated alternative energy enthusiasts suggest a swift transformation in fuels and transportation platforms is possible,3 most mainstream analysts of energy markets believe petroleum will remain the predominant source of fuel in the transportation sector for the next several decades.4 
Good – Saudi Relations and Energy Cooperation

US oil dependence is key to engage Saudi Arabia and maintain energy market stability
Moorse, Managing Director of Louis Capital Markets, 09
Edward L. Moorse, Managing Director of Louis Capital Markets. He was Deputy Assistant Secretary of State for International Energy Policy in 1979-81 ,09 , [“Low and Behold Making the Most of Cheap Oil,” 88 Foreign Aff. 36 2009, http://heinonline.org/HOL/Page?handle=hein.journals/fora88&div=72&g_sent=1&collection=journals] E. Liu
The U.S.-Saudi energy dialogue, which Washington has neglected for years, needs to be reinvigorated. Now that Saudi Arabia has a huge spare production capacity and thus the tools to advance Washington's economic and political goals, it should be easier to establish between the two governments better and higher-level communications about the oil market and the global political economy. Such a dialogue cannot take place at the level of energy ministers. It requires the kind of political attention that can come only from the Department of State or the White House. Saudi Arabia appears to want to keep oil prices between $40 and $75 a barrel in order to promote global economic growth and limit the revenues of rival producers while nonetheless adequately funding its own budget. Washington's relations with Riyadh involve other difficult diplomatic issues, such as the creation of a Palestinian state and how to secure participatory governance in Iraq after the withdrawal of U.S. troops. With its spare production capacity, which is unlikely to disappear anytime soon, Riyadh has earned itself special standing with Washington. Neither China nor any other country can do as much as Saudi Arabia can to bring change to the global energy sector. Thus, aggressively seeking to end oil imports to the United States from the Middle East-a policy articulated by Obama during and after his election campaign-is not the way to harvest the potential fruits of U.S.-Saudi relations. Other critical areas will also require coordinated government action. The G-8 (the group of highly industrialized states) appears to be working on one of these areas: it is looking for ways to tame financial flows into energy markets and limit price volatility by promoting greater transparency and greater controls over swaps and derivatives. Financial reform in the United States is already heading in this direction. The United States should also use international institutions to promote transparency and better governance in energy-producing countries that have been weakened by lower oil prices-such as Nigeria and many sub-Saharan African states. Transparency in markets must also be encouraged in China, as a lack of basic data about the oil market there-are China's oil imports put into storage or consumed?-places undue pressure on world prices. The opportunities presented by lower oil prices should not detract from the important goals of reducing global greenhouse gas emissions, enhancing the United States' energy security, and building a new generation of energy-efficient nonhydrocarbon fuel sources. But they should not be overlooked; it would be dangerous to ignore oil and "old energy." However laudable it might be to pursue clean energy, energy efficiency, and alternatives to oil and coal, oil will continue to be a critical factor in the world's economic stability and security. Defanging those that use oil as a weapon, prolonging moderate prices, and anticipating supply disruptions require an activist and global approach to energy, not a parochial and national one. It is time for Obama to publicly recognize that bringing energy independence to the United States is an impossible task and that pursuing more modest goals is a better way to ensure the country's energy security.0

Good – AT: Saudi Political Weapon

Saudi Arabia won’t use oil as a political weapon and actively opposes those uses
Pierce, Ph.D. candidate at the School of Public Affairs, University of Colorado, 12
Jonathan J. Pierce, Ph.D. candidate at the School of Public Affairs, University of Colorado, Denver, 1-5-12, [“Oil and the House of Saud: Analysis of Saudi Arabian Oil Policy,” Digest of Middle East Studies Volume 21, Issue 1, pages 89–107, Spring 2012, http://onlinelibrary.wiley.com/doi/10.1111/j.1949-3606.2012.00128.x/abstract] E. Liu
The Saudis have used their excess capacity to threaten or force other OPEC members to comply with their demands.The Saudis tend to utilize OPEC when it best meets their needs, as when it yields to their pressure, but also tend to act unilaterally or in concert with non-OPEC countries,such as the United States.This means the Saudis do not necessarily deem OPEC as an institution to wield their power within as they once did in the 1970s and 1980s, but as an asset to achieve their policy goals. The Saudis no longer view oil as an effective political weapon to force consumer countries, particularly the United States, to yield to other political demands. This is because the Saudis view their role within the global oil market as more important for long-term economic and political stability over their role in OPEC or within regional political alliances. For example, the Saudis made a direct political move in oil production in April 2002. Iraq had cut its oil exports to countries that supported Israel during the Second Intifada in the Occupied Territories. Iran also called for an oil boycott to place pressure on Western consumer countries. The main target of Iraq and Iran was the United States. The Saudis reacted to these moves by their fellow OPEC members by raising production rates to compensate for Iraq’s cuts and issued a statement that oil was not a political weapon (Cordesman, 2003).
Bad – China War

Oil dependence causes preparations and flashpoints for US-China war
Klare, Professor of Peace and World Security Studies at Hampshire College, 08
Michael T. Klare, Professor of Peace and World Security Studies at Hampshire College, 4/5-08, [“The Impending Oil Shock: An Exchange,” Survival: Global Politics and Strategy, 50:4, 61-82, http://www.tandfonline.com/doi/abs/10.1080/00396330802329048] E. Liu
The greater danger, however, is that this will lead to increased friction between the United States and China. This will arise as leaders of both countries perceive the respective arms diplomacy of their rival as a threat to their own national-security interests. This perception has, in fact, already begun to take root. Recent editions of the Military Power of the People’s Republic of China, an annual report prepared by the US Department of Defense, have warned of growing Chinese military ties with key energy and mineral producers in the developing world. ‘Securing adequate supplies of resources and materials has become a major driver of Chinese foreign policy’, the 2006 edition noted, an impulse that has led Beijing to shower favoured suppliers like Angola, Sudan and Zimbabwe with arms and military technology.5 Chinese officials appear to harbour similar concerns about the United States. In particular, Beijing worries about US efforts to establish military ties with the former Soviet republics of Central Asia. These ties were first established during the Bill Clinton administration, when US oil companies acquired substantial production rights in Kazakhstan and pursued similar rights in Turkmenistan. Concerned over the unsettled security environment in the Caspian Sea basin and the risks this posed to the safe transport of Caspian energy, President Clinton oversaw the initiation of US militaryaid agreements with Kazakhstan, Kyrgyzstan and Uzbekistan. Following the 11 September terrorist attacks, President George W. Bush built on these relationships to establish US bases in Kyrgyzstan and Uzbekistan, further expanding the US military presence in the area. Now Beijing, working in concert with Moscow and the Shanghai Cooperation Organisation (SCO), seeks to reverse this trend and diminish the US presence in the region. In the most conspicuous expression of this outlook to date, Chinese forces participated last summer in elaborate multilateral military manoeuvres intended to demonstrate the organisation’s self reliance. ‘The SCO nations have a clear understanding of the threats faced by the region and thus must ensure their security themselves’, Chinese President Hu Jintao declared at the time, a clear signal that the United States was not needed – and not wanted – in the region.6 These concerns also appear to be guiding the military planning of the two countries. In February 2007, for example, the United States announced the establishment of a new headquarters organisation to oversee US forces operating in Africa, the US Africa Command or AFRICOM. Although not publicly citing Chinese military involvement in the region as a motive for creation of the new command, Department of Defense officials have acknowledged privately that this is a factor. In a PowerPoint presentation at the National Defense University in February, AFRICOM’s deputy commander, Vice-Admiral Robert Moeller, indicated that among the key challenges to US strategic interests in the region is China’s ‘growing influence in Africa’.7 For its part, China’s growing military assertiveness is perhaps best reflected in the expansion of its deep-sea naval capabilities and its more conspicuous military role in the Shanghai Cooperation Organisation – a point noted by Elhefnawy. In the exercises last summer, for example, Chinese airborne forces engaged in military manoeuvres outside Chinese territory for the first time ever. These endeavours are likely to gain momentum in the years ahead as both China and the United States become ever more dependent on the oil reserves of Africa, the Middle East and Central Asia and as their competitive drive for access to what remains of these supplies intensifies. It is conceivable that such efforts will lead, in time, to an unintended clash between American and Chinese forces, provoking an international crisis and possibly war. Certainly, at present, with the leaders of all great powers grimly aware of the risks of a major inter-state conflict, the probability of such a confrontation has to be considered very low. This does not mean, however, that US and Chinese leaders are not prepared to devote enormous resources to preparation for such an eventuality. In fact, both countries have recently announced significant increases in military spending with heavy emphasis on the sort of forces – advanced air, naval and missile capabilities – one would anticipate using in a future engagement between them. In US budget justifications, moreover, China (that is, a better-equipped and more menacing China of the future) is often cited as a likely future adversary of the United States. One assumes that Chinese budget documents make similar assumptions about the United States, but these are not normally made public.

US-China War Turns Warming

US-China tensions shifts attention and resources that are key to solving warming

Klare, Professor of Peace and World Security Studies at Hampshire College, 08
Michael T. Klare, Professor of Peace and World Security Studies at Hampshire College, 4/5-08, [“The Impending Oil Shock: An Exchange,” Survival: Global Politics and Strategy, 50:4, 61-82, http://www.tandfonline.com/doi/abs/10.1080/00396330802329048] E. Liu
In the end, it may be the financial implications of all this that will prove most harmful. As Elhefnawy rightly concludes, vast sums will be needed to develop climate-friendly energy sources to replace disappearing stocks of petroleum in the coming decades, and much of this largesse will have to be provided by governments. This, in turn, will require an awareness by policymakers that addressing the global energy crisis is a top governmental priority and must entail a substantial mobilisation of scientific, industrial and capital resources. Clearly, the outbreak of a Sino-American arms race will drain both attention and resources away from this sort of mobilisation. It is this outcome that we must fear the most.

Bad – High Oil Prices

Oil independence causes Saudi Arabia to cut oil exports, quickly raising prices in the short term
Al-Saleh, senior research fellow at the Insead Innovation and Policy Initiative in Abu Dhabi, et al., 08 
Yasser Al-Saleh, senior research fellow at the Insead Innovation and Policy Initiative in Abu Dhabi, et al., Paul Upham and Khaleel Malik, 10-08, [“Renewable Energy Scenarios for the Kingdom of Saudi Arabia,” Tyndall Centre for Climate Change Research, www.tyndall.ac.uk/sites/default/files/wp125.pdf] E. Liu

The Green Scenarios share with the Red Scenarios the limited availability of fossil fuels. In the Green Scenarios, however, there is much more concern and urgency attached to environmental issues. The global concerns of greenhouse gas emissions would become the subject of intense negotiations and strict international agreements. The combined effect of these factors would consequently enhance the viability of renewables and non-fossil energy means (including nuclear power) around the world. Moreover, hydrogen and biofuels would become widely used as transport fuels. Following this trend, Saudi Arabia would be no exception in pursuing a range of 27 renewable energy technologies (i.e. solar thermal, solar PV and wind power) in order to meet its rising domestic needs for electricity and water production. With regard to its remaining oil reserves, Saudi Arabia might decide to cut production and oil sales in order to stretch the lifetime of its most precious export and further expand its energy-intensive industrial capabilities. Consequently, the availability of a continuous flow of ‘cheap’ fossil fuels into international markets would become increasingly threatened. Oil-importers could therefore start to act independently to enhance their energy security, e.g. through supporting CTL and oil shale projects that would be coupled with CCS in order to avoid increased greenhouse gas emissions.  
Bad – OPEC Monopoly Power

Alternative fuels for transportation undermine OPEC’s market power
Lauerman, President of Geopolitics Central, a Calgary-based consultancy in Canada, and the former Editor-in-Chief of the journal Geopolitics of Energy and Knapp, 10, 
Vincent Lauerman, President of Geopolitics Central, a Calgary-based consultancy in Canada, and the former Editor-in-Chief of the journal Geopolitics of Energy and David Knapp, 10, [“OPEC: Past, Present, and Future,” Geopolitics of Energy, http://www.institutionalinvestorchina.com/arfy/uploads/soft/110107/1_1651083281.doc] E. Liu
In terms of market clout, the primary reason that OPEC has been able to charge a substantial premium for oil compared to other primary fuels is oil’s long-running monopoly over the transportation sector. In the longer term, biofuels, natural gas, onboard and plug-in electric power, and hydrogen-powered fuel cells seem bound to dent this monopoly, especially in the face of relatively high oil prices and growing environmental and energy security concerns among major consuming countries. One scenario would see OPEC remain a central – and possibly stronger – force within a gradually growing oil market, but with its global influence reduced by oil’s declining share within the energy mix and the rise of new industrial powers. 

Oil dependence increases OPEC’s monopoly power
Jaffe, Wallace S. Wilson Fellow for Energy Studies at the James A. Baker III Institute for Public Policy at Rice University , 08 

Amy Myers Jaffe, Wallace S. Wilson Fellow for Energy Studies at the James A. Baker III Institute for Public Policy at Rice University, 4/5-08, [“The Impending Oil Shock: An Exchange,” Survival: Global Politics and Strategy, 50:4, 61-82, http://www.tandfonline.com/doi/abs/10.1080/00396330802329048] E. Liu
Beyond environmental concerns, rising US oil imports to meet soaring national gasoline demand have also been a significant factor strengthening OPEC’s monopoly power in international oil markets. US net oil imports rose from 6.79m b/d in 1991 to 10.2m b/d in 2000 while global oil trade (that is, oil exported from one country to another) rose from 32.34m b/d to 42.67 m b/d. In other words, the US share of the increase in global oil trade over the period was a substantial 33%. In OPEC terms, the US import market was even more significant – representing over 50% of OPEC’s output gains between 1991 and 2000. Strong US import demand not only enhances OPEC’s monopoly power, it has a deleterious long-term impact on the US economy. The US oil-import bill totalled $327bn in 2007 and is expected to top $400bn in 2008.5 This is an increase of 300% from 2002. The US oil-import bill accounted for as much as 40% of the overall US trade deficit in 2006, compared to only 25% in 2002. This rising financial burden is stoking inflation and creating ongoing challenges for the US economy, challenges one might argue will likely reduce American demand for oil for a time. 

Bad – Saudi Market Flooding

Inaction on the climate causes Saudi Arabia to cut oil production for profit – Collapses the economy
Al-Saleh, senior research fellow at the Insead Innovation and Policy Initiative in Abu Dhabi, et al., 08 
Yasser Al-Saleh, senior research fellow at the Insead Innovation and Policy Initiative in Abu Dhabi, et al., Paul Upham and Khaleel Malik, 10-08, [“Renewable Energy Scenarios for the Kingdom of Saudi Arabia,” Tyndall Centre for Climate Change Research, www.tyndall.ac.uk/sites/default/files/wp125.pdf] E. Liu

The Red Scenarios depict a future that is characterised by rapidly-dwindling oil reserves combined with carelessness towards the tackling of environmental issues. There is an apparent lack of adequate commitment to reducing CO2 with only a few residual emission trading schemes. Consequently, there is an increase in climate change migrations and natural disasters such as flooding. In a world of scarce oil reserves, Saudi Arabia - which has often been perceived as a ‘consumer-friendly OPEC member’ - could decide dramatically to cut its oil production in order to take economic advantage of the resulting ‘skyrocketing’ oil prices. If the steep-rising oil prices are sustained, they could easily have a disastrous impact on the global macroeconomy and financial markets as well as creating political/social chaos in large oilimporting countries. Nevertheless, this strategy does not just increase the near-term oil revenues of Saudi Arabia, but could also benefit other ‘high-cost’ oil-producers whilst ensuring that its rapidly-diminishing national asset is not being dissipated too quickly. With high oil prices and the non-existence of a carbon-constrained world, the development of tar sands and Coal-ToLiquids (CTL) could become viable (although not necessarily of great significance). Despite the absence of a vigorous environmental stimulus, high oil prices could motivate interest and research into alternative energy sources and thereby boost the global prospects for renewables, which are not being sufficiently encouraged by environmental arguments. Given its huge land area and its reasonable wind resources, Saudi Arabia could contemplate the option of wind power in order to boost the share of renewables in the country’s energy mix. 
Efficiency Doesn’t Link

Cutting emissions means dirty coal goes first – Oil demand is preserved
Tétreault, Cox distinguished professor of International Affairs at Trinity University, 09
Mary Ann Tétreault, Cox distinguished professor of International Affairs at Trinity University, 12-15-09, [“La Longue Dureé and Energy Security in the Gulf,” www.tandfonline.com/doi/abs/10.1080/13530190903338920] E. Liu
Producers have used oil to punish rivals and enemies and some resulting disruptions spilled over into the global political economy as a whole. The most notable example is the production cuts instituted by some Arab oil exporters in conjunction with the October 1973 Arab-Israeli war.9 Efforts to reduce global carbon emissions by reducing consumption of fossil fuels constitute another potential threat to hydrocarbon exporters, but these remain distant concerns to producers. Coal-combustion contributes twice as muchto atmospheric carbon than does the burning of natural gas, while carbon from oil combustionfalls somewhere in the middle.10 Policies to combat global climate change will drive investment, production, income distribution, and security across fuels and energy suppliers in the future, but gas and oil will still be in demand as relatively less-polluting fuels compared to coal.

Export Economy Shift Inevitable

All oil-producing countries must inevitably transition from oil dependence
John V. Mitchell, Associate Research Fellow at Chatham House and Research Adviser at the Oxford Institute of Energy Studies. In November 2007 he received a lifetime achievement award for research from King Abdullah at the opening of the 3rd OPEC Summit in Riyadh, 08, [“Ending Dependence Hard Choices for Oil-Exporting States,” Chatham House Report, http://www.chathamhouse.org/publications/papers/view/108858] E. Liu
A key conclusion of the report is that, because of their legacy of institutions, their demographic structure and skills, access to other natural and technical resources, and policy frameworks, countries vary greatly in their dependence on hydrocarbon exports. They differ also in their ability to replace oil tax revenues and foreign exchange earnings by diversifying their economies in future. In Part 2, the twelve countries are loosely grouped into four categories according to their stage of depletion and level of dependence on the hydrocarbons sector. These are: ‘near sustainable’ (Indonesia, Malaysia, Norway), ‘soon in transition’ (Algeria, Nigeria), ‘early dependence’ (Angola, Azerbaijan, Kazakhstan, Timor-Leste) and ‘long-term depletion options’ (Saudi Arabia, Kuwait and Iran). While these groups are facing the challenges of depletion with varying levels of urgency, the report concludes that no country whose economy now depends on oil and gas exports can escape the eventual transition to lower dependence on hydrocarbons, which will involve a combination of: ? Domestic energy policy to restrain the growth of consumption and encourage the development of other fuels; ? More rapid growth of non-hydrocarbon sectors to pay taxes and generate exports (or reduce imports); ? Lower targets for economic growth.
Growth Causes Demand

Economic recovery increases the rate of oil demand increase
Moorse, Managing Director of Louis Capital Markets, 09
Edward L. Moorse, Managing Director of Louis Capital Markets. He was Deputy Assistant Secretary of State for International Energy Policy in 1979-81 ,09 , [“Low and Behold Making the Most of Cheap Oil,” 88 Foreign Aff. 36 2009, http://heinonline.org/HOL/Page?handle=hein.journals/fora88&div=72&g_sent=1&collection=journals] E. Liu
THERE ARE also surprising developments on the demand side, and the conventional wisdom has not yet caught up. Most analysts expect that once the world economy starts recovering, global oil demand will rebound to its former growth rate of i.5-1.8 percent per year--a rate that would require the production of at least 1.8-2.o million barrels of new oil a day. This forecast is based on the anticipated increase in demand for motor transportation and motor fuels, itself the expected result of population growth and higher per capita income. But a return to prior growth rates is unlikely. For one thing, the market is responding to last year's high prices. Tracking the trend, the International Energy Agency has lowered its estimates for oil demand in 2030: it forecast 1o6 million barrels a day in its 20o8 report, down from 116 million barrels a day in its 2007 report. Projections of future demand will inevitably be cut even further: one extraordinary lesson of the last 6o years is that after every spike in oil prices, demand growth flattens considerably.
No Spare Capacity

Spare capacity has declined for decades and lack of refineries prevent meeting demand
Umbach, Centre for European Security Strategies (CESS), Munich-Berlin, Germany, 09
Frank Umbach, Centre for European Security Strategies (CESS), Munich-Berlin, Germany, 3-6-09, [“Global energy security and the implications for the EU,” Energy Policy Volume 38, Issue 3, March 2010, Pages 1229–1240, http://www.sciencedirect.com/science/article/pii/S0301421509000421] E. Liu
In times of crisis and conflict, additional capacity to pump oil and deliver natural gas is more limited than ever. A particular challenge for the stability of global energy security is multiple crises as we have witnessed in 2002–2003 when Venezuela’s oil production declined from almost 3mb/d to some 400,000b/d in early 2003 due to country-wide strikes to bring down Hugo Chavez’s presidency. It pushed oil prices above US$30 per barrel. In the following years, the November 3, 2002 earthquake in Alaska, the unrest in oil-provinces in Nigeria, export disruptions in Colombia as the result of guerrilla attacks on oil facilities and pipelines, terrorist attacks on a French oil tanker, a failed Al-Qaeda plot to sabotage oil facilities in Saudi Arabia as well as continued instability in the Middle East (Iraq-war) and Indonesia all contributed to a growing sense of insecurity of sufficient oil supplies and the inherent risks of relying too heavily specifically on Middle Eastern oil supplies (IISS, 2003). In 2007, Nigerian oil production declined to about 750,000b/d, while Russia cut oil deliveries to Belarus and civil as well as ethnic unrest in Iraq continued to disrupt a higher oil production (IEA, 2007a,b). Between 1986 and 2005, the global spare oil production capacity (‘‘the energy equivalent of nuclear weapons’’ – Morse and Richard, 2002) decreased from about 15% to just 2–3% of the global demand (Maugeri, 2006). In 2003, the previously available spare oil production capacity up to 7.3mb/d had already dropped to between 0.7 and 1.2mb/d. While Saudi Arabia and United Arab Emirates were able to boost their production (by 400,000mb/d), Venezuela, Indonesia, Nigeria and other leading oil producers either no longer had any appreciable reserve capacities or had their own domestic political crises and production stoppages to deal with. The International Monitory Fund (IMF) warned the OPEC countries to increase their spare production capacity to 5mb/d in order to ensure the future stability of world economy (Economist, 2005). During the last few years, OPEC’s supply capacity has operated at 99% of its total crude oil productive capacity, compared with 90% in 2001 and a mere 80% in 1990 (Barnes and Myers Jaffe, 2006; Harks, 2007). But only Saudi Arabia seems currently willing to increase its spare production capacity. At the same time, the global refinery capacities are limited forb coping with a variety of crude oil qualities, especially the lowest quality, and convert the different grades of crude oil into refined products, such as gasoline and diesel. In Asia, the unsophisticated refineries can also not cope sufficiently with medium and heavy oil. The United States is now the only market in the world that faces even a net deficit in refining capacity (20% of domestic demand). It is the result of inadequate investment in exploration during the last few decades and the overproduction in the 1980s and the 1990s (Maugeri, 2006). Without these refinery systems, even excess supplies of crude oil will not satisfy the global demand. With sufficient investment, the global refinery problems will last at least for another 5–6 years. 
***Super-Secret Warming Answers and Other***

Can’t Solve Oil

Non-OECD makes global oil dependence inevitable for decades
Goldthau, head of the department of public policy and associate professor at Central European University and White 11

Andreas Goldthau, head of the department of public policy and associate professor at Central European University and Jan Martin White, 9-7-11, [“Assessing OPEC’s Performance in Global Energy,” Global Policy Special Issue: Global Energy Governance Volume 2, Issue Supplement s1, pages 31–39, September 2011 http://onlinelibrary.wiley.com/doi/10.1111/j.1758-5899.2011.00122.x/full] E. Liu
Hence, while the aforementioned efforts are designed to reduce fossil fuel consumption, some of the measures also have the potential to increase uncertainty with regard to future consumption patterns, energy choices and, as a corollary, global investment needs. To be sure, recent policy initiatives to reduce the carbon intensity of economies are unlikely to put a significant dent in demand for oil in the near future. The good news for OPEC is that oil will be an integral part of the global energy balance for the next couple of decades – only the consumer structure will look fundamentally different. All future oil demand increases will now come from non-OECD countries, and particularly from Asia. Even in what the International Energy Agency (IEA) calls the ‘New Policy Scenario’– accounting for already planned but not yet implemented climate policies – China’s consumption is projected almost to double between 2009 and 2035, to more than 15 mbd. Exhibiting even higher annual growth rates, India’s oil consumption is set to grow from 3.0 mbd to 7.5 mbd in the same period of time (IEA, 2010, p. 105). Yet, what makes life more difficult for OPEC is that it is uncertain at what pace change will occur, and what impact climate policies will have on the price of oil. Depending on the determination of China and other emerging powers to delink economic growth from oil consumption and decarbonize the transportation sector, demand will differ considerably two decades down the line. And depending on the success of emerging regional carbon reduction regimes and the degree to which they are effectively linked to each other, the price of carbon will vary, as will the price of oil. Both ‘wild cards’ will impact investment needs and timelines of planned upstream projects. Targeting price bands in oil effectively – a key goal OPEC has put forward with regard to oil market stability – will therefore prove more difficult than ever.
Can’t Solve Oil – China

China’s oil trajectory displaces any US efforts to decrease oil dependence
Yetiv, University Professor of Political Science and International Studies at Old Dominion University and Fowler 11 
Steve A. Yetiv, University Professor of Political Science and International Studies at Old Dominion University and Eric S. Fowler, doctoral candidate in International Studies at Old Dominion University, 11, [“The Challenges of Decreasing Oil Consumption,” Political Science Quarterly Volume 126 Number 2 2011, www.psqonline.org/article.cfm?IDArticle=18738] E. Liu
The finding of this study illuminates the basic problem of the tragedy of the commons. It demonstrates that even if the United States acted aggressively to deal with its own oil consumption, this would not prevent a potential tragedy of the commons. Indeed, the case of China—which is here treated as a unitary actor composed of the combination of the acts of its citizens and leaders—is telling. This study reveals that if China alone continued on its current consumption path, even in the face of major actions to change Americaʼs consumption habits, the world trajectory toward much higher oil consumption, with all of its attendant issues, would increase. And yet, it is unclear if even the United States will take truly dynamic measures to alter its course toward greater oil dependence. Against the backdrop of oil as a finite resource, such dynamics assume a more serious threat to the global commons, in fact, multiple threats to the commons— environmental, economic, and security. Put in other terms, individual efforts to address global oil dependence are positive, but the nature of the problem means that such efforts may have modest longer-run impact on lessening the problem, even when considering the individual effort of the largest user of oil—the United States. Moreover, as Marvin S. Soroos discusses with respect to environmental problems, unilateral efforts to mitigate the threat may be canceled out by other states that continue to worsen the problem through their own individual behaviors, a problem underscored by the concern, for instance, that efforts by Western states to address climate change will not succeed much if there is a sharp rise in pollutants from industrializing states.29

Can’s Solve Oil – Vehicles

Chinese vehicle demand make oil consumption inevitable
Yetiv, University Professor of Political Science and International Studies at Old Dominion University and Fowler 11 
Steve A. Yetiv, University Professor of Political Science and International Studies at Old Dominion University and Eric S. Fowler, doctoral candidate in International Studies at Old Dominion University, 11, [“The Challenges of Decreasing Oil Consumption,” Political Science Quarterly Volume 126 Number 2 2011, www.psqonline.org/article.cfm?IDArticle=18738] E. Liu
The value of hybrid-like efficiency, represented by vehicles that obtain and will increasingly be able to attain well over 45 miles per gallon (mpg), is well appreciated in some quarters, but heretofore we have not understood well how much can be gained by moving toward such efficiency. Such calculations are complicated by the fact that the potential gains of moving the American fleet toward hybrid-like efficiency are dependent, in part, on the potential energy actions of other countries. We seek to fill this gap. Precise quantification is not possible, given the complexity of the question; our data crunching strongly shows that a move toward greater hybrid-like efficiency in the American automobile fleet could produce major results but will not stop the global trend toward greater oil consumption. In fact, even if the United States achieves greater hybrid-like fuel efficiency, which is vital and challenging in its own right, its gains from such action eventually will be sapped due to the increasing oil consumption of industrializing countries, unless they also take major action. This is clear in the case of focus here: China, a country that has taken oil dependence seriously but whose consumers are still repeating the mistakes of the industrializing West by buying far less-efficient vehicles than they could buy. While it is hardly an epiphany to note that industrialization in China may stress global oil resources, and while much good work has addressed this topic,7we seek to offer a technical analysis of this problem. The potential for a dynamic akin to “the tragedy of the commons” is quite real in that even if one state—the worldʼs biggest oil consumer—takes serious action to decrease its oil consumption, failure by other states to do the same may generate dangerous consequences. And yet, the United States is still early in making such a commitment. The stakes are high because America and China lie at the very crux of the future of global oil on the consumer side. Indeed, as U.S. Energy Secretary Steven Chu, the leader of President Barack Obamaʼs push for a clean-energy economy, has asserted, “What the U.S. and China do over the next decade will determine the fate of the world.”8 In particular, this study finds that that even if the United States achieved 100 percent hybrid-like vehicles today, a conventional Chinese POV fleet would consume the destroyed demand of the U.S. POV fleet around 2016. As Chinaʼs POV fleet continues to increase in size, its oil demand will rise to the point that it will exceed whatever gains America can achieve with a move toward hybrid-like efficiency in its POV fleet.

Can’t Solve Oil – Vehicles

Chinese demand in vehicles is rising now – Cultural factors favor inefficient cars

Yetiv, University Professor of Political Science and International Studies at Old Dominion University and Fowler 11 
Steve A. Yetiv, University Professor of Political Science and International Studies at Old Dominion University and Eric S. Fowler, doctoral candidate in International Studies at Old Dominion University, 11, [“The Challenges of Decreasing Oil Consumption,” Political Science Quarterly Volume 126 Number 2 2011, www.psqonline.org/article.cfm?IDArticle=18738] E. Liu
If it is critical for the United States to decrease oil consumption by its POV fleet in order to reverse its high consumption path, it is equally important for China to take preemptive action now to put itself on the right consumption path. Chinaʼs current POV consumption is much smaller than that of the United States and its POV fleet represents a smaller percentage of its overall fleet as well, but the POV fleet is expected to grow rapidly as the income of Chinaʼs consumers increases. In fact, from 1990 through 2005, POV sales in China alone grew at a rate of 21.8 percent per year,48whereas they grew only 1.5 percent in the United The POV fleet will not only grow significantly, but unless measures that are far more serious prevail, it is probable that the percentage of inefficient vehicles in the fleet will rise substantially. Indeed, China has taken notable measures to decrease oil demand, including more-rigorous fuel economy standards on paper than exist in the United States, but the Chinese have been purchasing inefficient vehicles in alarmingly large numbers. According to an August 2008 report appearing on the Vehicle Emission Control Center of Chinaʼs State Environmental Protection Administration website, sales of gas-guzzlers in China are growing much faster than those of small cars. Despite Chinaʼs efforts to address pollution, for example, its imports of SUVs in the first half of 2008 increased 79 percent to 108,500, accounting for nearly half of the total imports. The growth rate also represents a rise of 41.5 percentage points over the previous year.54 High demand exists for vehicles that project strength and material success.55The tendency toward larger vehicles among some consumers may be tied to cultural or historical factors. The Buick, for instance, is associated with powerful, respected leaders Sun Yat-sen (the father of the modern Chinese state) and Zhou Enlai, both of whom used to ride in the spacious vehicle. Some consumers buy cars with roomy rear passenger space; even big cars can be as much as a third of a foot longer than their American counterparts.56 Over 80 percent of auto sales in China continue to go to first-time consumers compared with less than 10 percent in the United States.57Sixty-five percent of Chinese consumers believe that neglect of personal image reflects a disregard for self, compared to 56 percent globally.58 Regional officials and city planners affect Chinaʼs consumption trends as well. In certain cities, a concept of projecting “civilized/modern society” has taken root, and the spread of larger luxury vehicles is encouraged, with real implications; that is, Chinaʼs most-recent five-year plan stressed environmentally conscious growth and policy, but cities have been slow to enact legislation that would discourage luxury vehicles and encourage smaller cars.59

Hydrogen Doesn’t Solve

Hydrogen won’t solve due to storage and productions reasons – Niches like transportation are irrelevant

Gosselin, professor at Ghent University and Leysen, professor at the Royal Military Academy, 08
Derrick Philippe GOSSELIN is professor at Ghent University. He is as well associate fellow of Green Templeton College and of James Martin Institute for Science and Civilization (Saïd Business School), both at the University of Oxford and Jan LEYSEN is professor at the Royal Military Academy 5-08, [“Vision of evolutions in the petroleum market,” European Review of Energy Markets- volume 2, issue 3, May 2008, https://biblio.ugent.be/publication/416425] E. Liu
9. Hydrogen will not emerge as a significant alternative energy carrier. Hydrogen (H2) has some major challenges to overcome before it can make a significant contribution as an energy carrier. H2 is not a primary energy source itself but, like electricity, is generated from primary energy sources. Although niche markets for H2 could develop, such as fuel for transport or energy generation, we do not believe that hydrogen will have a significant influence on the demand for fossil fuels before 2030. One of the reasons for this is the low density per volume unit of H2, which means that either high compression or liquefaction is necessary for economic use and distribution. This presents a major challenge in terms of the storage, distribution and trading of hydrogen. A further challenge is the development of production technology. Although a mini-hydrogen economy does already exist, this is mainly limited to the petrochemical sector which produces H2 from fossil fuels, principally gas. Building a hydrogen economy based on fossil fuel is not an obvious long-term solution to the energy problem. For a technological overview and discussion of the technological challenges involved in developing a hydrogen economy, see the BACAS37 [50] report. 
Hydrogen energy is still based on dirty fossil fuels

Bromley, Senior Lecturer in International Political Economy at the Open University, UK, et al., 06
Simon Bromley, Senior Lecturer in International Political Economy at the Open University, UK, et al., · Joshua Busby Nils Duquet · Leben Nelson Moro, 5-06, [“Climate Change and Collective Action: Troubles in the Transition to a Post-Oil Economy,” St Antony’s International Review The International Politics of Oil, http://www.utexas.edu/lbj/faculty/busby/wp-content/uploads/busby_stair_2_1.pdf] E. Liu
The much vaunted hydrogen economy remains decades away from commercial viability. Even if costs are brought down, there are other issues, not least of which is the source of energy required to produce hydrogen.10 Hydrogen’s energy source is likely to come from other fossils fuels, such as natural gas or coal, the latter requiring some means of carbon sequestration for hydrogen to contribute to an economy of no net carbon emissions. Moreover, a hydrogen economy will also require an expensive transformation in the infrastructure for refuelling vehicles.11 Biofuels from cellulosic feedstocks (from corn, switchgrass and other plant material) offer some possibilities for short to medium-run substitution of fossil fuels without radical restructuring of automotive technology or fuel infrastructure.12 Nevertheless, petroleum will remain the primary transportation fuel for decades. 
No Transition

They underestimate costs of transition – Moving to an oil-less world is without precedent
Bromley, Senior Lecturer in International Political Economy at the Open University, UK, et al., 06
Simon Bromley, Senior Lecturer in International Political Economy at the Open University, UK, et al., · Joshua Busby Nils Duquet · Leben Nelson Moro, 5-06, [“Climate Change and Collective Action: Troubles in the Transition to a Post-Oil Economy,” St Antony’s International Review The International Politics of Oil, http://www.utexas.edu/lbj/faculty/busby/wp-content/uploads/busby_stair_2_1.pdf] E. Liu
Advocates of climate mitigation often talk about efforts to limit greenhouse gases as if they were analogous to domestic pollution control and downplay the transition costs to a non-fossil fuel based economy.28 They note that industry typically overstates the costs of implementing new pollution control agreements, only to discover the costs are significantly less than had been anticipated. While this is likely to be true for some aspects of climate mitigation, the orchestrated movement away from petroleum, for geo-strategic or environmental reasons, to a more benign alternative is without precedent in the history of international collective action. As Victor has noted, ‘To understand the magnitude of the task, imagine your day without fossil fuels. No car; no electricity in most of the country; no air travel; no gas for cooking and heating.’29 Most technological transitions, like the use of personal computers, are rapidly adopted because they provide immense advantages to individuals and firms; however, it is difficult to envision a self-reinforcing transition away from oil. Sober-minded proponents of alternative fuels like Amory Lovins remind us that: Transitions can be swift when market logic is strong, policies are consistent, and institutions are flexible. It took the us only 12 years to go from 10 percent to 90 percent adoption (in the capital stock, not new sales) in switching from horses to cars, from uncontrolled automotive emissions to catalytic converters, and from steam to diesel/ electric locomotive.30
Prizes CP

Prizes CP
Bromley, Senior Lecturer in International Political Economy at the Open University, UK, et al., 06
Simon Bromley, Senior Lecturer in International Political Economy at the Open University, UK, et al., · Joshua Busby Nils Duquet · Leben Nelson Moro, 5-06, [“Climate Change and Collective Action: Troubles in the Transition to a Post-Oil Economy,” St Antony’s International Review The International Politics of Oil, http://www.utexas.edu/lbj/faculty/busby/wp-content/uploads/busby_stair_2_1.pdf] E. Liu
Unfortunately, the us government’s record on supporting alternative energy sources and new vehicles–from synthetic fuels to ethanol to zero emission vehicles–has not been especially good. The dilemma of how to support technological development without ‘picking winners’ remains. On one level, innovation will be spurred if there is a price on carbon. Economists have grudgingly accepted political realities and moved from supporting the most efficient system–carbon taxes–to second best options such as a cap-and-trade system that limits greenhouse gases but allows firm to trade emissions permits. The eu’s emissions trading system is an example. Senators John McCain and Joe Lieberman have been presenting similar proposals for the us for several years. The political difficulty of initiating such a program in the us has led economist Billy Pizer to endorse a cap-and-trade system that includes a safety valve (to provide more emissions permits if prices rise too substantially) that is based on greenhouse gas intensity targets (rather than an outright cap on total emissions).77 Even if enacted, the market signal for such a system is likely to be weak in the absence of complementary action. One way for governments to spur innovation is to offer prizes to companies that are able to meet ambitious technology standards. This has been used before, most famously in the 1700s for the device that could determine longitude at sea. More recently, the Gates Foundation has offered us$450 million in prize money to support the development of new vaccines for diseases and improvements in tropical crop varietals.78 Such prizes in the transport sector could take the form of monetary awards or procurement contracts. The prize would need to be attractive enough to induce research and investment. For example, successful delivery of a car that reduced greenhouse gas emissions by 50 to 70 percent and was market ready could approximate a best or better shot technology with spill-over benefits for the rest of society.79

Scenario Planning Good

Scinerio planning is good
Gosselin, professor at Ghent University and Leysen, professor at the Royal Military Academy, 08
Derrick Philippe GOSSELIN is professor at Ghent University. He is as well associate fellow of Green Templeton College and of James Martin Institute for Science and Civilization (Saïd Business School), both at the University of Oxford and Jan LEYSEN is professor at the Royal Military Academy 5-08, [“Vision of evolutions in the petroleum market,” European Review of Energy Markets- volume 2, issue 3, May 2008, https://biblio.ugent.be/publication/416425] E. Liu
An alternative method to econometric forecasting, one that can be used in complex situations where the past displays insufficient continuity to predict the future using extrapolation, is strategic scenario planning34 [44]. Econometric forecasting techniques are implicitly based on factors that are assumed to display continuity with the future. Indeed, this is a pre-condition for applying extrapolation with any degree of accuracy. The disadvantage of these techniques, therefore, is their assumption that the future displays a significant degree of continuity with the past and is thus more predictable than is actually the case. In contrast to econometric forecasting techniques, scenario planning does not aim to forecast the ‘correct’ or ‘probable’ future but rather aims, based on a thorough analysis, to arrive at a better and systematic understanding of the main factors that may shape the future. Because scenario planning is based on uncertainties formulated around strategic questions, it enables the future - or possible futures - to be examined in a more flexible way. Opportunities and risks can therefore be identified early on and discontinuous changes reacted to more quickly because the relationship between different developments is understood more immediately, based on a coherent and considered vision of the future. For a methodological discussion of scenario planning techniques, see the article by Bradfield, Wright, Burt, Cairns [45] and by Van Der Heijden [46]. 

Solvency Slow

Demand of fuels is sluggish – It takes decades for the plan to change consumption patterns

Wirl, Faculty of Business, Economics and Statistics, University, 12
Franz Wirl, Faculty of Business, Economics and Statistics, University, 12, [“OPEC’s Strategies,” http://www.springerlink.com/content/w37411k763748224/] E. Liu
Thirdly, demand and also the supply of fuels (and not only of oil) are characterized by substantial time constants ofadjustments.Fueldemandsdependontheenergyefficiencies. E.g., the average lifetime of a car is above 10 years; adjustment times reach many decades in the case of buildings, which are also affected by choices of locations. Energy supplies exhibit substantial lead times of several years for additional supplies of oil, gas and power and more than a decade for nuclear and large hydro power plants. Therefore, the residual demand (= world oil demand—competitive supply) faced by OPEC is sluggish from both sides, demand and supply. Of course, sluggishness is a characteristic of the demand for many other non-durable goods too in particular if their use is tied to nondurables (capital); behavior and positive experience are additional reasons for observed sluggishness. Indeed, the recent paper of Keane (2010, pp. 52– 53) criticizes the inappropriate use of static demand relations in the empirical industrial organization literature leading to substantial bias (‘not small potatoes’) and this critique applies to many oil market investigations as well. This sluggishness—i.e., the significant difference between shortand long run elasticities—implies that observed consumption is incompatible with a static demand relation and time series data are at best realizations from a dynamic path converging to an equilibrium relation. Therefore, a dynamic analysis of oil prices is required beyond the often made reference to exhaustible resources.
Replacing gas vehicles takes atleast 14 years and China’s emissions will outweigh savings in 7

Yetiv, University Professor of Political Science and International Studies at Old Dominion University and Fowler 11 
Steve A. Yetiv, University Professor of Political Science and International Studies at Old Dominion University and Eric S. Fowler, doctoral candidate in International Studies at Old Dominion University, 11, [“The Challenges of Decreasing Oil Consumption,” Political Science Quarterly Volume 126 Number 2 2011, www.psqonline.org/article.cfm?IDArticle=18738] E. Liu
It will take a long time to switch away from oil toward other energies. What is more, once the United States began in earnest to transition the POV fleet to hybrid-like vehicles, the replacement cycle would take about 14 years; to transition to nascent zero-oil technologies will take much longer. Unfortunately, as we have shown, given Chinaʼs growth alone, the savings generated by U.S. efforts will be eclipsed by a conventional Chinese POV fleet after only seven years. The implication is clear. A long-term national energy policy should be developed, but at some point, its gains will be short-circuited by the consumption patterns of industrializing states. In the case of global energy—a transnational problem that manifests itself across borders and requires multilateral cooperation to solve—America will need not only a short-term local plan, but also a long-term global initiative. This initiative will need to include those others that are both part of the energy problem and its solution. Washington should devise policies that consciously seek to decrease POV fuel consumption and work with China on such solutions.

Transportation Key – China

Car use in developing countries increases oil dependence and emissions now
Bromley, Senior Lecturer in International Political Economy at the Open University, UK, et al., 06
Simon Bromley, Senior Lecturer in International Political Economy at the Open University, UK, et al., · Joshua Busby Nils Duquet · Leben Nelson Moro, 5-06, [“Climate Change and Collective Action: Troubles in the Transition to a Post-Oil Economy,” St Antony’s International Review The International Politics of Oil, http://www.utexas.edu/lbj/faculty/busby/wp-content/uploads/busby_stair_2_1.pdf] E. Liu
Oil use is projected to grow by 57 percent worldwide between 2000 and 2025. By 2025, oil consumption is projected to be 119 million barrels per day, up from 77 million barrels in 2001.13 While growth in Asian fuel demand is one source of this projected increase, 20 percent of that growth will be driven by rising u.s. demand, which is projected to grow by 44 percent between 2000 and 2025.14 The percentage of oil the us imports is projected to rise from 53 percent in 2000 to 70 percent in 2025, compared to 66 percent for the European Union (eu) and 100 percent for Japan.15 With only 9 percent of global production and 2 to 3 percent of global reserves, the us will not be able to reverse this trend through expansion of domestic oil production.16 Surging petroleum consumption in fast-growing countries in the developing world, particularly in China and India, rivals rising fuel demand in the us. The Indians and Chinese currently have car ownership patterns like those in the us in 1915.17 In the next quarter century, the number of vehicles worldwide is projected to rise from 700 million to 1.3 billion; twenty percent of that increase in China alone.18 India, for its part, has a middle class of 250 million people, but the country only has about 8 million passenger vehicles.19 China may overtake the us as the world leader in fuel consumption and car ownership between 2020 and 2025.20 This growth in vehicles and fuel consumption, if unchecked by fuel switching and technological change in the automotive industry, will contribute to greater greenhouse gas emissions. Transportation was responsible for about 15 percent of global greenhouse gas emissions in 2000, having grown 36 percent in the 1990s. The transportation sector was the fastest source of emissions growth in Europe and Japan and the second fastest source of emissions growth for the us, India and China in the 1990s.21 Greenhouse gas concentrations in the atmosphere have risen 35 percent above pre-industrial levels, from 275 parts per million by volume (ppmv) to 375 ppmv. Without action to restrain emissions, they could climb to 1,000 ppmv, nearly four times pre-industrial levels. It is unclear what effects this might have, though many analysts counsel restraining emissions to no more than twice pre-industrial levels (550ppmv) to avoid the worst consequences.22 
Transportation Key – LDV

Light-duty vehicles are necessary for meeting climate goals – INrastructure is key
Sager, writer and PhD student in the Energy and Resources Group , et al., 11
Jalel Sager, writer and PhD student in the Energy and Resources Group ( ERG) at the University of California, et al., Joshua S Apte1, Derek M Lemoine1,2and Daniel M Kammen, 11, [“Reduce growth rate of light-duty vehicle travel to meet 2050 global climate goals,” 2011 Environ. Res. Lett., http://iopscience.iop.org/1748-9326/6/2/024018] E. Liu
Transportation systems require fundamental change to meet greenhouse gas (GHG) emission and climate reduction goals for the year 2050. International agreements have advocated limiting temperature increase to 2◦C or less [1, 2], which limits the total amount of carbon that can be moved to the atmosphere [3, 4]. Under plausible assumptions and emissions pathways, year 2050 global carbon dioxide (CO2) emissions levels consistent with a 2◦C temperature limit can be close to 80% below year 2007 emissions [5]. Even greater emission reductions may be sought in sectors such as electricity generation and light-duty vehicle (LDV) transportation, given both their relatively large range of mitigation options [6] and their impacts for long- and near-term climate change [7, 8]. We show that reducing LDV emissions by 80% becomes much more feasible if policies and infrastructure are put in place today that ultimately reduce demand for LDV travel. Reducing LDV emissions is often framed as a technological challenge [9, 10]. Low-carbon fuel standards aim to stimulateproductionof fuels thatproduce fewer GHGs per unit energy; vehicle efficiency policies aim to reduce the fuel used and emissions produced per distance traveled. However, by decomposing transport sector emissions into technological and behavioral drivers, we show that even significant technological advances will be insufficient to meet climate goals, unless the growth in LDV use slows or reverses. While policy options aimed to reduce the need for LDV travel typically receive far less attention than do technological measures [11], we find such demand avoidance options are likely essential to meeting mid-century GHG reduction goals [12, 13]. Emissions from LDV fleets are rapidly increasing in many emerging economies and already account for about 6% of total global CO2-eq emissions (or about 45% of the transport sector’s emissions). As much current research suggests that ‘limiting(climate change) impacts to acceptable levels by midcentury and beyond’ will likely require an 80% cut in global emissions by 2050 (relative to 1990), we set our 2050 LDV emissions targets at this level [14]. Assuming 9 billion people in 2050, these targets imply per capita annual LDV emissions of only 50–100 kg CO2-eq (see tables S3–S6 available at stacks.iop.org/ERL/6/024018/mmedia). Thisrange, todayseen only in the world’s poorest countries, would need to be the global average while providing dramatically better services. Some developed countries (e.g., the US) have LDV emission rates 30–60 times higher than this target. Many other countries with historically low vehicle ownership (e.g., India and China) are rapidlymotorizing, increasingsuch emissionsbymorethan 5%
AT: LDV

Technology isn’t enough to solve LDV demand – Multifaceted efforts are key
Sager, writer and PhD student in the Energy and Resources Group ( ERG) at the University of California, et al., 11

Jalel Sager, writer and PhD student in the Energy and Resources Group ( ERG) at the University of California, et al., Joshua S Apte1, Derek M Lemoine1,2and Daniel M Kammen, 11, [“Reduce growth rate of light-duty vehicle travel to meet 2050 global climate goals,” 2011 Environ. Res. Lett., http://iopscience.iop.org/1748-9326/6/2/024018] E. Liu
When considering the prospect of rapidly increasing LDV use, the Stern Review (Economics of Climate Change) found: ... at the global level, in the absence of policy interventions, the long-run positive relationship between income growth and emissions per head is likely to persist. Breaking the link requires significant changes in preferences, relative prices of carbon-intensive goods and services and/or breaks in technologica ltrends. Butalloftheseare possiblewith appropriate policies [15]. We concur with this assessment, and here lay out a set of interrelated targets needed to achieve low-carbon mobility. We find that innovation in a single area such as fuel economy does not offer a realistic, affordable, or resilient pathway to the LDV emission reductions necessary by midcentury. Instead, as social, technical, and infrastructural drivers of LDV GHG emissions interact multiplicatively, the responsibility should be spread over a portfolio of achievable improvements across the transport system.

They can only solve warming technology alone through non-existent 1000 mpg vehicles

Sager, writer and PhD student in the Energy and Resources Group , et al., 11
Jalel Sager, writer and PhD student in the Energy and Resources Group ( ERG) at the University of California, et al., Joshua S Apte1, Derek M Lemoine1,2and Daniel M Kammen, 11, [“Reduce growth rate of light-duty vehicle travel to meet 2050 global climate goals,” 2011 Environ. Res. Lett., http://iopscience.iop.org/1748-9326/6/2/024018] E. Liu
Global growth of per capita LDV use to levels on a par with contemporary high-income countries would likely be incompatible with climate goals. For example, with global per capita LDV use of 10000 km yr−1, GHG propulsion intensity would need to decline from current levels of ∼300 to ∼5–10 g CO2-eq km−1on a ‘well-to-wheel’ (WTW, fuel lifecycle) basis. As the matrix of vehicle technology options in figure 2 shows, this performance level would require universal deployment of one or more of the following clusters: electric vehicles (EVs) running on nearly zero-carbon electricity, cellulosic-biofuel-powered vehicles achieving 300 miles per gallon (mpg; 0.78 L 100 km−1), or gasoline-fueled vehicles achieving in excess of 1000 mpg (0.24 L 100 km−1). Such levels of performance exceed optimistic technology scenarios for the year 2050 [16, 17].

Warming Is Systemically Underweighed

Psychology shows impacts of warming are systemically underprioritized now
Suranovic, Associate Professor of Economics and International Affairs, George Washington University 11 
Steven Suranovic, Associate Professor of Economics and International Affairs, George Washington University, 11-11, [“Addicted to Oil: Implications for Climate Change Policy,” Institute for International Economic Policy Working Paper Series, http://www2.gwu.edu/~iiep/assets/docs/papers/Suranovic_IIEPWP2011-22.pdf] E. Liu
To many supporters of climate change actions, it is a puzzle why, despite 20-plus years of growing evidence of the dangers associated with climate change, there has been very little success in reducing the worlds’ trajectory of oil usage. [Hereafter the term “oil” refers to all carbon-based fuel sources.] Loewenstein (2009) attributes the problem to the psychology of human decision making. Research shows, for example, that humans are evolutionarily programmed to respond to immediate threats, but are poor at adapting to very gradual changes. Quicker reactions are also likely when the threat is from other humans, rather than from nature as it is with climate change. Human reactions to threats are also less likely when the effects are imperceptible, as they are with slight variations in temperature or rainfall activity. Loewenstein also points to the human tendency for wishful thinking, that is, believing that things will simply work out. A self serving bias may explain why developing countries tend to believe that the developed countries, the main polluters of the past, must act, whereas developed countries are unwilling to strike a deal unless the rapidly growing polluters (the developing countries) are heavily involved. Finally, Lowenstein points out that individual behaviors are very difficult to change even when the effects are felt more directly, as with dieting to relieve obesity. When effects are only felt by later generations and perhaps mostly in other countries, the task may be nearly impossible. Other problems suggested in the literature include the lack of personal experience with climate change combined with the difficulty of incorporating abstract scientific info into one’s decisions, [Hertwig et al (2004), Weber et al (2004) and Leiserowitz (2008)], and the effects of semantics on perceptions of the problem [Sinaceur et al (2005), Hardisty et al (2010), Kasperson et al (1988). 
Yes Leakage

Unilateral emissions reductions benefits other countries, increasing their emissions
van der Werf, Wageningen University, and Di Maria, Senior Lecturer in the Department of Economics at the University of Birmingham, 11
Edwin van der Werf, Wageningen University, and Corrado Di Maria, Senior Lecturer in the Department of Economics at the University of Birmingham, 5-11, [“Unintended detrimental effects of environmental policy: The green paradox and beyond,” CESIFO WORKING PAPER NO. 3466 CATEGORY 10: ENERGY AND CLIMATE ECONOMICS, papers.ssrn.com/sol3/papers.cfm?abstract_id=1855899] E. Liu
Although climate change is a global problem, international negotiations have failed to deliver a global approach to emission reductions. Underlying this problem is the classic market failure of emission reductions being a global public good: when some country decides to introduce emission reduction policies to correct the externality stemming from GHG emissions, all other countries benefit from slower global warming, and they cannot be excluded from doing so. This observation has led to the concern that unilateral emission reductions will simply lead to an increase in emissions by other countries, a phenomenon known as ‘carbon leakage’, which has been a muchaddressed topic both in politics and in research for some two decades.6Indeed, it has been an important argument in the decision of the United States not to ratify the Kyoto Protocol. For example, U.S. senator Chuck Hagel – co-sponsor of the 1997 Byrd-Hagel Resolution, which states that the U.S. Senate will not be a signatory to the Kyoto Protocol – argued that “[t]he main effect of the assumed policy [i.e. the Kyoto Protocol] would be to redistribute output, employment, and emissions from participating to non-participating countries”.7In this context, a Green Paradox is said to occur when global emissions increase in response to a unilateral emission reduction.
Yes Leakage – Competition With Oil Key

Inability to compete with oil causes low oil prices that rapidly accelerate consumption

Jaakkola, doing doctoral research on the macroeconomics of oil depletion, Department of Economics, University of Oxford, 12
Niko Jaakkola, doing doctoral research on the macroeconomics of oil depletion, Department of Economics, University of Oxford, 5-30-12, [“Strategic oil supply and gradual development of substitutes,” Economic and Social Research Council, cowles.econ.yale.edu/conferences/2012/sum12/ma_jaakkola.pdf] E. Liu
I have analysed strategic competition between a resource exporter, selling an exhaustible resource, and a resource-consuming country, able to gradually improve, with convex per-period costs, a perfect substitute to this. Per-period convex costs imply that the cost of developing the resource are optimally spread out across time. With incremental technological progress, the non-cooperative outcome features three stages. Initially, the resource is priced strictly below the substitute cost, with decreasing resource use (thus increasing resource price) over time. After the substitute becomes competitive, the resource exporter will price oil just below the substitute, in order to keep the substitute off the market. As technological progress keeps making substitutes cheaper, the resource exporter is forced to supply increasing quantities. The path of resource extraction is thus non-monotonic. Finally, once the resource is depleted, the importer switches to the backstop technology. Unlike most other models of resource extraction and substitute development, the present model explains why R&D is undertaken even when the substitutes are far from being competitive against the resource. When use of the exhaustible resource results in a stock pollution externality— as climate change follows from consumption of a fossil fuel such as oil—limitpricing behaviour implies that, in the absence of carbon prices, it will be optimal to slow down research. The importer effectively controls oil supply; aggressive R&D programs will just result in the oil stock being depleted faster, leading to greater emissions. With oil extraction costs increasing as supplies dwindle, there is a third effect: R&D can make oil obsolete, actively bringing the oil age to a close with a part of the resource remaining unused. I have shown that this effect will always eventually dominate. As exhaustion looms close, the importer will race to drive the polluting resource out of the market. These findings are important, as they inform the public debate over whether technological programs would prove to be a workable climate policy instrument, 28 if carbon pricing remains politically difficult. Aggressive R&D subsidies can be used to wean economies off oil, provided that the moment of (economic) exhaustion is relatively close. However, if oil can be expected to remain competitive with the substitutes for a long time, more aggressive R&D may only result in greater near-term emissions, possibly aggravating climate change. Hence, the optimal response may still be to initially slow down R&D efforts. These results are necessarily indicative only, due to the simplicity of the model (Hart and Spiro (2011)). Nevertheless, they give partial intuition to a particular outcome of climate policy which has not been considered previously.

Yes Leakage – Green Paradox

Unilateral cuts in fossil fuel consumption causes producers to lower oil prices, net raising consumption
Sinn, Professor of Economics and Public Finance, University of Munich; President of the Ifo Institute for Economic Research, 09
Hans-Werner Sinn, Professor of Economics and Public Finance, University of Munich; President of the Ifo Institute for Economic Research, 09, [“THE GREEN PARADOX,” CESifo Forum, http://www.ifo.de/DocDL/forum3-09-gesamt.pdf#page=12] E. Liu
Those convinced that with the brave new technologies proudly displayed in many newspapers’ special sections we can avert climate change should specify how they would move resource owners to extract less fossil fuel. And that is precisely the sticking point. Politics so far exhibits not the slightest glimmer of thinking in this direction. From the Environmental Agency through the Greens to the relevant European Commission there is not a thing on the matter. Even science itself overlooks the issue. Energy models depicting the long-term extraction path of fossil fuel resources do not concern themselves with the climate. Climate-theoretical models, in turn, do not concern themselves with the extraction of such resources; they are in fact atemporal models that, by their very nature, are not in a position to analyse decision issues that have an intertemporal dimension. Only now, thanks to the influence of the current German debate, a bit of movement is becoming apparent in the model front. This silence goes hand in hand with the acknowledged difficulty of being able to do something in this regard at all.What we in Europe and Germany have set in motion with untold billions invested is geared at gradually reducing demand for fossil fuels by developing alternative energy sources and strategies. The range of initiatives goes from biofuels through wind power to better insulating homes and capping vehicles’ CO2 emissions. The measures to reduce consumption exert an increasingly stronger downward pressure upon the world’s fossil fuel market price and dampen the rate of increase in such prices. Resource owners regard this development with concern.They rightly fear the erosion of the rate of capital gains on the resources still in situ, moving them to react by bringing forward their extraction plans and converting a larger portion of their wealth into cash and securing it as financial capital. They thus increase their fossil fuel supply when demand for them decreases. This is the green paradox: environmental policies that turn increasingly greener over time operate like announced expropriations. They prompt resource owners to try to escape this by accelerating extraction of their fossil fuels, which in turn speeds up the warming of the planet. Small wonder then that the massive efforts of Europeans have delayed the peaking of the world’s carbon dioxide emissions curve to the future.In fact, they have not been able to cause even the tiniest dip in this curve. By saving ever more energy we are raising fears of the future among resource owners and leading them to increase the extraction rate. This has been music in the ears of Americans, Chinese and all other environmental sinners. They have enjoyed the resulting lower energy prices and raised their consumption by even more than we have reduced ours.

Yes Leakage – Oil

Unilateral oil demand reductions are offset by emissions from globally cheaper fuel prices
van der Werf, Wageningen University, and Di Maria, Senior Lecturer in the Department of Economics at the University of Birmingham, 11
Edwin van der Werf, Wageningen University, and Corrado Di Maria, Senior Lecturer in the Department of Economics at the University of Birmingham, 5-11, [“Unintended detrimental effects of environmental policy: The green paradox and beyond,” CESIFO WORKING PAPER NO. 3466 CATEGORY 10: ENERGY AND CLIMATE ECONOMICS, papers.ssrn.com/sol3/papers.cfm?abstract_id=1855899] E. Liu
The energy market channel is based on the supply and demand responses to changes in energy prices, notably the prices of coal and oil (see e.g. Bohm, 1993). If unilateral emission reduction policies induce a drop in the global demand for (especially carbon-intensive) energy sources, the world price for these goods will fall. As a consequence, the demand for these energy sources will increase in non-abating countries. The size of the response will depend, among other things, on supply and demand elasticities. If fossil fuels are inelastically supplied, the rate of carbon leakage (the share of emission reductions by abating countries that is offset by emission increases by nonabating countries) will be 100%, since prices will adjust such that the demand reduction by abating countries will be exactly offset by a demand increase in other countries. Demand responses depend, among other things, on the degree of market integration of each fossil fuel. Oil is a relatively homogeneous good, so the demand by one region can easily be substituted by demand from another region. Coal, however, differs strongly in type and quality over regions, and has higher transport costs per unit of energy. A fall in the price of a particular type of coal in a particular region will then not induce large substitution effects towards this type of coal in other regions. In AGE models, this effect is reflected by relatively low Armington elasticities for coal, compared to oil. In addition, the response to lower prices depends on the degree of intra-fuel substitutability as well as the degree of substitutability between energy and other inputs, such as labor and capital.
Yes Leakage – AT: Cheaper Than Oil

Oil extraction prices will always beat product prices – Alternatives can’t compete
Sinn, Professor of Economics and Public Finance, University of Munich; President of the Ifo Institute for Economic Research, 09
Hans-Werner Sinn, Professor of Economics and Public Finance, University of Munich; President of the Ifo Institute for Economic Research, 09, [“THE GREEN PARADOX,” CESifo Forum, http://www.ifo.de/DocDL/forum3-09-gesamt.pdf#page=12] E. Liu
Some observers pin their hopes on a different effect: that the green policies push the price of fossil fuels in the world market so far down that they fall below the extraction costs, making extraction unprofitable. Demand would then drop, as green policies intend. This hope is baseless, however, because, like old Rembrandts, resource prices are not driven by cost but by scarcity, and these hover always far above the extraction costs. That is even now the case, in the midst of the dramatic fall in prices triggered by the current economic crisis.With oil prices slightly below 60 dollars per barrel, the extraction costs including exploration in the Gulf (but not mining rights, which are part of the profit) amount to around one to oneand-a-half dollars, and even the extraction of the Canadian tar sands costs, including exploration, no more than 15 dollars. In due course, fossil fuel prices will steadily increase as the resources become scarcer.At the same time, extraction will progress in the direction of increasing extraction costs, as resource owners save interest costs by beginning with the sites that are more easily accessible. Presumably, however, there will never be a point when extraction costs overtake product prices – or even come near them. An environmental policy based upon pushing prices below production costs would need a big hammer. Marginal measures as those currently in force are plainly insufficient for that purpose.

No Leakage – Technology Solves

Technology improvements means unilateral emissions reductions spillover
van der Werf, Wageningen University, and Di Maria, Senior Lecturer in the Department of Economics at the University of Birmingham, 11
Edwin van der Werf, Wageningen University, and Corrado Di Maria, Senior Lecturer in the Department of Economics at the University of Birmingham, 5-11, [“Unintended detrimental effects of environmental policy: The green paradox and beyond,” CESIFO WORKING PAPER NO. 3466 CATEGORY 10: ENERGY AND CLIMATE ECONOMICS, papers.ssrn.com/sol3/papers.cfm?abstract_id=1855899] E. Liu
The fifth and most recent channel through which emissions by non-abating countries are affected after an emission reduction in other countries is through technology spillovers. Inspired by the literature on endogenous technological change (see e.g. Romer, 1990, Acemoglu, 2002), a literature on the effects of technological change and knowledge spillovers on (the costs of) climate policy has developed. However, only few papers brought this dimension into the discussion regarding carbon leakage. Golombek and Hoel (2004) introduce knowledge spillovers in a static analytical model where two countries have to decide how much to abate and how much to invest in R&D. By assumption, this investment reduces abatement costs. An exogenous fraction of R&D expenditures spills over to the other country. They show that under several model specifications it is possible that in response to increase in abatement in one country (due to greener preferences), abatement in the other country may increase as well, i.e. leakage may be negative. Whereas in Golombek and Hoel (2004) R&D expenditures are beneficial for the environment by assumption, Di Maria and Van der Werf (2008) endogenize the nature of technological change. They use a dynamic analytical 2-region 2-sector model where both countries are technologically developed and have fully enforced intellectual property rights, but only one region has a cap on emissions (for example the EU vs. the US). Knowledge developed in one country fully spills over to the other as firms in each country can buy licenses to use blueprints developed in the other country. One sector emits carbon dioxide in its production process while the other is clean, and thetwogoodsareusedasaninputforafinalgood throughaCESproductionfunction. Intheirfirst model, both sectors have the same (endogenous) rate of technological change and a tightening of theunilateralemissions capinducesanincreaseinemissionsbytheotherregion(carbonleakage) through a terms of trade effect, but global emissions decrease. Next they study the case where the rate of technological change can differ endogenously between sectors. That is, investors can decide whether to invest in blueprints in one sector or the other (directed technical change). The tightening of the cap in the abating country decreases the size of the energy-intensive sector and hence the market for energy-complementing innovations, but at the same time this increases the price of energy. The net effect of these two mechanisms is always to increase the productivity of theabundantfactor, therebyincreasingthemarginal productivityofthecleansectorandreducing the share of energy. They find that, except for the case of a unit elasticity of substitution in final goods production, carbon leakage will be smaller with directed technical change than when the rates of technology of both sectors develop at an equal rate. Di Maria and Van der Werf (2008) show that carbon leakage will be negative if the elasticity of substitution in the final goods sector is sufficiently high.13 GerlaghandKuik(2007)buildthemechanismsdevelopedinDiMariaandVanderWerf(2008)into the static GTAP-E AGE model to study carbon leakage in the context of the Kyoto Protocol. They find that without technological change and the knowledge spillover channel, leakage is 13.8% in the case where Annex I countries comply with their Kyoto targets, while it is 16.8% for the case where the US and Australia do not comply. Introducing technology spillovers unambiguously reduces carbon leakage, while if more than 30 percent of the input-substitution induced by unilateral climate policy would be due to input-saving technical change and if this technical knowledge would freely spill over between countries, carbon leakage could indeed become negative. 
US Leadership Key – Transportation

US leadership is key
Yetiv, University Professor of Political Science and International Studies at Old Dominion University and Fowler 11 
Steve A. Yetiv, University Professor of Political Science and International Studies at Old Dominion University and Eric S. Fowler, doctoral candidate in International Studies at Old Dominion University, 11, [“The Challenges of Decreasing Oil Consumption,” Political Science Quarterly Volume 126 Number 2 2011, www.psqonline.org/article.cfm?IDArticle=18738] E. Liu
The United States should lead the world away from global oil dependence in the twenty-first century. It remains the most powerful country, and could set an example as a gas-guzzling nation gone right. Nevertheless, it cannot lead without initiating a smart energy policy at home that establishes greater global credibility. We believe that such a policy should focus on its POV fleet, where we find that the largest percentage of oil is used. Oil dependence, however, is not just an American problem. The national discussion about it has tended to revolve around how to make the United States less dependent on oil and especially on Middle East oil, without considering the oil question in its proper global context. However, oil dependence is one of the best examples of a problem that is truly global. This is all the more true in a globalized world where international oil markets set the world oil price for most consumers on the planet, where questions about peak oil have arisen in stark relief, and where the entire world economy will probably be increasingly dependent on oil from the Middle East, a region in which oil supply disruptions could cause oil prices to spike significantly.
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