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Russian Oil 1NC (1/2)
Oil prices rebounding – driven by dollar and OPEC

Amadeo 11 (Kimberly, M.S. @ Sloan School of Business, M.I.T., M.S. Planning @ Boston College, “What Makes Oil Prices So High?” 4-15-11, http://useconomy.about.com/od/commoditiesmarketfaq/p/high_oil_prices.htm, CT)
Crude oil prices have been increasing steadily since February 2009, when prices dropped to $39 a barrel. Prices hovered at a comfortable $70-$80 a barrel until late 2010. In February 2011, oil prices broke $100 a barrel, creating fears of inflation. High oil prices translate to high gas prices. Petroleum is an ingredient in fertilizer. This, combined with higher transportation costs, increases food prices. The forces driving high oil prices are similar to what happened when oil hit an all-time high in 2008. Oil Prices Skyrocketed to $145 a Barrel:  Oil prices hit an all-time high of $145 a barrel in July 2008. This drove gas prices to $4.00 a gallon. Most news sources blamed this on surging demand from China and India, combined with decreasing supply from Nigeria and Iraq oil fields. (Source: BBC, Oil Price May Hit $200 a Barrel, May 7, 2008) Supply and Demand Were Not Alone in Driving Up Oil Prices:  Although these points were true, the price of oil was driven by much, much more than supply and demand. In fact, global demand was actually down and global supply up during that time. Oil consumption decreased from 86.66 million barrels per day (bpd) in the fourth quarter 2007 to 85.73 million bpd in the first quarter of 2008. At the same time, supply increased from 85.49 to 86.17 million bpd.  According to the laws of supply and demand, prices should have decreased.Instead, they increased almost 25% - from $87.79 to $110.21 a barrel. (Source: EIA. See Google Spreadsheet)   Why? Although the EIA pinned part of the blame on volatility in Venezuela and Nigeria, it warned of an influx of investment money into commodities markets. As investors retreated from the falling real estate and global stock markets, they diverting their funds to oil futures. This sudden surge drove up oil prices, creating a speculative bubble. (Source: EIA Short-Term Energy Outlook) This bubble soon spread to other commodities. Investor funds swamped wheat, gold and other related futures markets. This speculation drove up food prices dramatically around the world. The result? Food riots in less-developed countries by people facing starvation. (Source: BBC News,Commodity Boom Continues to Roll, January 16, 2008; CNN, Riots, Instability Spread as Food Prices Skyrocket, February 18, 2008)  High oil prices are also driven by a decline in the dollar. Most oil contracts around the world are traded in dollars. As a result, oil-exporting countries usually peg their currency to the dollar. When the dollar declines, so do their oil revenues, but their costs go up. Therefore, OPEC must raise the price of oil to maintain its profit margins and keep costs of imported goods constant. (Source: USA Today,Oil Briefly Spurts Near $104 per Barrel, March 3, 2008)  

Perception of large alternative energy projects cause reactionary drop in oil prices that damage profit

Baker 8 (David, Staff SF Chronicle, Feb.09 http://articles.sfgate.com/2008-10-27/news/17137888_1_oil-prices-plunge-power-and-alternative-fuels-oil-costs AQB)
This decade's historic high prices for oil and natural gas have stoked the rise of renewable power and alternative fuels. As fossil fuel prices smashed record after record, options like ethanol, hybrid electric cars, solar power and wind looked better and better.  Now oil costs less than half what it did this summer. Ditto natural gas. If prices keep dropping and stay down, future fuels like cellulosic ethanol and biodiesel will have a harder time competing. So will solar and wind power projects, which compete against power plants that burn natural gas. Public interest in alternative energy may dwindle as well.  "The excitement has subsided in the last few months," said Brian Youngberg, senior energy analyst with the Edward Jones investment company. "When oil comes down, there's still interest, but it's not as passionate. That's a potential risk." like a rerun of a movie they've already seen, one with an ugly ending.  American interest in renewable power and alternative fuels swelled during the oil shocks of the 1970s, which exposed the country's deep dependence on imported petroleum. But after the price of oil hit a record high in 1981, it crashed and took the country's interest in alternatives with it.  Alternative-energy entrepreneurs hope this time will be different. No matter how far oil drops, the fear of global warming won't go away, they say. That should keep both the public and the government interested in tapping energy sources that don't add to climate change. 
Russian Oil 1NC (2/2)

Oil price collapse causes collapse of the Russian economy 

Harding 8 (Luke, lead correspondent @ Guardian, “Russia close to economic collapse as oil price falls, experts predict” 20-11-08,  http://www.guardian.co.uk/world/2008/nov/20/oil-russia-economy-putin-medvedev, CT)
The collapse in the value of oil was likely to have several catastrophic consequences for Russia including a possible devaluation of the rouble and a severe drop in living standards next year, they warned.  With oil prices tumbling, and his own credibility at stake, Russia's prime minister Vladimir Putin today insisted that the country's economy was still robust.  Speaking at a meeting of the pro-Kremlin United Russia party, Putin told delegates in Moscow the country would survive the current global financial turmoil - which he blamed on the US.  But the Kremlin is acutely aware that any loss of confidence in the Russian economy could lead to a loss of confidence in Putin and his ally Dmitry Medvedev, who took over from Putin as Russia's president in May.  Medvedev's biggest initiative so far has been to float an extension in the presidential term from four to six years - a proposal that entrenches the current Kremlin's grip on power, and which Russia's loyal Duma is likely to approve on Saturday.  Putin today said his administration would do everything it could to prevent a recurrence of Russia's last oil-related financial crash in 1998 - which saw the savings of many ordinary Russians wiped out. But the plummeting oil price leaves him little room for manoeuvre. Experts suggest that Russia's economy is now facing profound difficulties, despite two massive stabilisation funds accumulated during the booming oil years.  The fall in oil prices from $147 this July to below $50 today has blown a gaping hole in the government's budget calculations. It is now facing a $150bn shortfall in its spending plans - and will have to slash expenditure in 2009.  Today Putin sought to assure hard-up Russians that their social benefits would not be affected, promising a $20bn assistance package. "We will do everything, everything in our power ... so that the collapses of the past years should never be repeated," he said.  The oil slump, however, exacerbates Russia's already severe economic problems. Since May Russian markets have lost 70% of their value. Russia's central bank, meanwhile, has been spent $57.5bn in two months trying to prop up the country's ailing currency.  "If the current trend continues with the government supporting the rouble, oil prices falling and a slowing economy we are going to have a major crisis," said Chris Weafer, an analyst with the Moscow brokerage Uralsib. 
Russian economic decline causes nuclear war
Filger 9 (Sheldon, Staff Huffington http://www.globaleconomiccrisis.com/blog/archives/356 AQB)

In Russia historically, economic health and political stability are intertwined to a degree that is rarely encountered in other major industrialized economies. It was the economic stagnation of the former Soviet Union that led to its political downfall. Similarly, Medvedev and Putin, both intimately acquainted with their nation’s history, are unquestionably alarmed at the prospect that Russia’s economic crisis will endanger the nation’s political stability, achieved at great cost after years of chaos following the demise of the Soviet Union. Already, strikes and protests are occurring among rank and file workers facing unemployment or non-payment of their salaries. Recent polling demonstrates that the once supreme popularity ratings of Putin and Medvedev are eroding rapidly. Beyond the political elites are the financial oligarchs, who have been forced to deleverage, even unloading their yachts and executive jets in a desperate attempt to raise cash. Should the Russian economy deteriorate to the point where economic collapse is not out of the question, the impact will go far beyond the obvious accelerant such an outcome would be for the Global Economic Crisis. There is a geopolitical dimension that is even more relevant then the economic context. Despite its economic vulnerabilities and perceived decline from superpower status, Russia remains one of only two nations on earth with a nuclear arsenal of sufficient scope and capability to destroy the world as we know it. For that reason, it is not only President Medvedev and Prime Minister Putin who will be lying awake at nights over the prospect that a national economic crisis can transform itself into a virulent and destabilizing social and political upheaval. It just may be possible that U.S. President Barack Obama’s national security team has already briefed him about the consequences of a major economic meltdown in Russia for the peace of the world. After all, the most recent national intelligence estimates put out by the U.S. intelligence community have already concluded that the Global Economic Crisis represents the greatest national security threat to the United States, due to its facilitating political instability in the world. During the years Boris Yeltsin ruled Russia, security forces responsible for guarding the nation’s nuclear arsenal went without pay for months at a time, leading to fears that desperate personnel would illicitly sell nuclear weapons to terrorist organizations. If the current economic crisis in Russia were to deteriorate much further, how secure would the Russian nuclear arsenal remain? It may be that the financial impact of the Global Economic Crisis is its least dangerous consequence.
***Uniqueness***
Oil Prices Up (1/3)
Oil prices rebounding – driven by dollar and OPEC
Amadeo 11 (Kimberly, M.S. @ Sloan School of Business, M.I.T., M.S. Planning @ Boston College, “What Makes Oil Prices So High?” 4-15-11, http://useconomy.about.com/od/commoditiesmarketfaq/p/high_oil_prices.htm, CT)
Crude oil prices have been increasing steadily since February 2009, when prices dropped to $39 a barrel. Prices hovered at a comfortable $70-$80 a barrel until late 2010. In February 2011, oil prices broke $100 a barrel, creating fears of inflation. High oil prices translate to high gas prices. Petroleum is an ingredient in fertilizer. This, combined with higher transportation costs, increases food prices. The forces driving high oil prices are similar to what happened when oil hit an all-time high in 2008. Oil Prices Skyrocketed to $145 a Barrel:  Oil prices hit an all-time high of $145 a barrel in July 2008. This drove gas prices to $4.00 a gallon. Most news sources blamed this on surging demand from China and India, combined with decreasing supply from Nigeria and Iraq oil fields. (Source: BBC, Oil Price May Hit $200 a Barrel, May 7, 2008) Supply and Demand Were Not Alone in Driving Up Oil Prices:  Although these points were true, the price of oil was driven by much, much more than supply and demand. In fact, global demand was actually down and global supply up during that time. Oil consumption decreased from 86.66 million barrels per day (bpd) in the fourth quarter 2007 to 85.73 million bpd in the first quarter of 2008. At the same time, supply increased from 85.49 to 86.17 million bpd.  According to the laws of supply and demand, prices should have decreased.Instead, they increased almost 25% - from $87.79 to $110.21 a barrel. (Source: EIA. See Google Spreadsheet)   Why? Although the EIA pinned part of the blame on volatility in Venezuela and Nigeria, it warned of an influx of investment money into commodities markets. As investors retreated from the falling real estate and global stock markets, they diverting their funds to oil futures. This sudden surge drove up oil prices, creating a speculative bubble. (Source: EIA Short-Term Energy Outlook) This bubble soon spread to other commodities. Investor funds swamped wheat, gold and other related futures markets. This speculation drove up food prices dramatically around the world. The result? Food riots in less-developed countries by people facing starvation. (Source: BBC News,Commodity Boom Continues to Roll, January 16, 2008; CNN, Riots, Instability Spread as Food Prices Skyrocket, February 18, 2008)  High oil prices are also driven by a decline in the dollar. Most oil contracts around the world are traded in dollars. As a result, oil-exporting countries usually peg their currency to the dollar. When the dollar declines, so do their oil revenues, but their costs go up. Therefore, OPEC must raise the price of oil to maintain its profit margins and keep costs of imported goods constant. (Source: USA Today,Oil Briefly Spurts Near $104 per Barrel, March 3, 2008)  

Oil prices increasing - demand  

Wharton 11 (Knowledge@Wharton Finance and Investment Research, “ Crude Reality: Why High Oil Prices Are Here to Stay” ,  3-16-11 , http://knowledge.wharton.upenn.edu/article.cfm?articleid=2732, CT) 
Oil prices swung wildly this week, rising to near 30-month highs after Saudi Arabia sent troops to Bahrain, then plummeting to less than $100 a barrel on expectations that an earthquake-ravaged Japan would demand less oil. The ride is not over yet, say economists and Wharton professors: There may be ups and downs, but long term, high oil prices are here to stay. On top of volatility caused by natural catastrophes and political upheavals, a tight oil supply and increasing demand promise to keep driving prices up steadily over time. Prices could fluctuate between $60 to $200 a barrel, but probably will not go back to $30 or $50 anytime soon, says Wharton management professor Witold Henisz. Higher prices "are going to be part of the environment for the next few years. There just isn't a lot of surplus oil." 

Oil prices high now 

Holmes 11 (Frank , CEO and chief investment officer for U.S. Global Investors   “Why High Oil Prices Are Likely Here To Stay,” 4-11-11, http://www.businessinsider.com/why-high-oil-prices-are-likely-here-to-stay-2011-4m, CT)
A number of forces continued to push oil prices higher last week, reaching their highest levels in the U.S. since September 2008. One factor fueling the run has been the continued decline of the U.S. dollar. You can see from the chart that oil and the dollar historically are negatively correlated. This means that a rise in oil prices generally coincides with a decline in the dollar, and vice versa. The U.S. dollar has seen a dramatic decline since the beginning of the year as oil prices have moved some 30 percent higher. This could be due to fact that roughly two-thirds of the U.S. trade deficit is related to oil imports.  Despite the run up, oil’s upward rate of change is still within its normal trading pattern over the past 60 trading days. Accordingly, this may imply that it isn’t a spike and we haven’t crossed into the extreme territory like we experienced in 2008 and 2009. Conversely, oil prices are positively correlated with gold prices, which also saw a bounce this week. Looking back over the past one- and 10-year periods, oil and gold have roughly a 75 percent correlation. This means that three out of four times, when prices for one go up, prices for the other increase as well. Another factor pushing prices higher is the seasonal strength that oil prices historically experience leading into the summer driving season. This chart shows the five-, 15- and 28-year patterns for oil prices. You can see that prices historically bottom in February before rising through the end of the summer. 

Oil Prices Up (2/3)
Oil prices high – investors are jumping ship to commodities 
Business Insider 7-6 (“Rising Oil Prices: A Safe- Haven Play?”, 7-6-11, http://www.businessinsider.com/rising-oil-prices-a-safe-haven-play-2011-7, CT) 
Oil prices have reached their highest levels in three weeks, increasing by more than 2% on Tuesday. The price increase came on the heels of mixed global economic news.  The good news: China and the US show improving signs of positive economic activity. In America, a report on increasing factory orders for the month of May cheered up investors.  Meanwhile, China saw rapid growth in its services industries, which also improved employment figures. Typically, as businesses expand, the demand for fuel rises in tandem because of increasing fuel consumption (i.e. a successful retailer will require more shipments of goods, which increase the need for fuel).  “As long as we can see the economy growing, we are going to see more strength in oil…Oil may rise to $100 this month,” Carl Larry of Blue Ocean Brokerage LLC told Bloomberg.  The bad news: Moody’s, a credit rating agency, dropped Portugal’s credit rating to Ba2 on Monday. This marks Portuguese government bonds as “junk bonds.”  This is likely driving already-harried investors away from stocks and bonds and towards commodities, which are tied-up in the European debt crisis.  “We may be seeing some running to commodities as a safe haven. When in doubt about all the currencies, move into commodities. And the sector was a little oversold coming out of the holiday," Phil Flynn of PFGBest Research told Reuters. 

Oil prices high 
CNBC 7-6 ( “Oil prices unlikely to dip, PJ Commodities suggests 'buy,'” 7-6-11, http://www.moneycontrol.com/news/commodities/oil-prices-unlikely-to-dip-pj-commodities-suggests-buy_563182.html, CT)
Crude prices rose to as high as USD 97.48 per barrel after Barclays Capital upgraded its price forecast for 2012. Goldman Sachs added fuel to the event by saying that International Energy Agency's (IEA) decision at the end of June to release 60 million barrels of oil from its reserves won't ease prices as much as originally believed. Commodity experts believe oil prices are likely to rise further. In an interview with CNBC-TV18, Shreekant Jha, managing director of PJ Commodity Ventures suggests buying crude around 4,270 per barrel levels for an upmove of 200 points. Below is the verbatim transcript of his interview with CNBC-TV18's Reema Tendulkar and Ekta Batra. Also watch the accompanying video. Q: Your word on crude, do you think that Barclays’ report could come true at around USD 115 per bbl levels for Brent? A: It is unclear. As of now, crude is showing signs of upswing. We would look at buying around Rs 4,270 per barrel levels and the first target is Rs 4,400 per barrel. It is a critical thing to look at because prices are likely to consolidate a bit and you should be seeing an upmove of at least another 200 points. 

Oil prices are higher than forecasts
Yi Ling & Yang 6-8  (Ong & Ker Chung, specialists in Economics @ Phillips futures, “Oil prices surged on Thursday”, 6-8-11, http://www.fxstreet.com/technical/market-view/daily-gold-commentary/2011/07/08/, CT)
Crude Oil: Oil prices surged on Thursday by the biggest percentage in two months, hitting a three-week high as U.S. data on jobless claims and retail sales came in stronger than expected. This increased hopes that economic recovery was gaining traction and that oil demand would remain strong. Oil’s rise was despite U.S. government data showing that crude oil inventories fell by just 889,000 barrels last week. That decline was less than forecast.
Oil prices rising and will probably continue 
Jones 7-7 (Elliott, writer @ TCPalm, “Gasoline prices could keep rising,” 7-7-11, http://www.tcpalm.com/news/2011/jul/07/gasoline-prices-could-keep-rising/, CT)
Retail gasoline prices that were expected to drop didn't.  Blame it on oil market jitters, an American Automobile Association spokesman said Thursday.  "It is so volatile," said spokesman Jeff Lennox.  This past weekend retail prices for regular unleaded dropped to an average of $3.49 a gallon in Florida. That was down from $3.53 a week before and $3.69 from a month ago, AAA figures show.  And AAA expected that to continue this week.  AAA took into consideration a slowdown in the economy in China, which is the second-largest consumer of oil, AAA said. And federal officials began releasing oil from federal reserves to increase supplies in the United States, in hopes of keeping prices down.  But on Monday, motorists in the Treasure Coast area began seeing prices begin to inch upward. By Thursday regular unleaded in Florida was averaging $3.51 for regular, $3.69 for mid grade and $3.90 for premium, AAA figures show.  Prices could keep rising. Cost of barrel of crude oil increased $8 from last week when it was $90.61 — the lowest price since February, AAA said.  "If we continue to see this climb in crude oil prices, the prices at the pump could go up as well in the near future," Lennox said. 

Oil Prices Up (3/3) 

Oil price is high and good for the economy 

Sharples 7-7( Ben, writer @ Bloomberg, “Oil Heads for Second Week of Gains on Economy, Stockpile Decline”7-7-11, http://www.bloomberg.com/news/2011-07-07/oil-trades-near-three-week-high-on-economic-optimism-u-s-stockpile-drop.html, CT)

Oil traded near the highest in three weeks in New York, heading for a second weekly gain, as investors bet that shrinking stockpiles and signs of economic recovery in the U.S. indicated fuel demand may increase. Futures advanced earlier after data showed companies in the U.S. added twice as many workers as forecast in June. A Labor Department report today may show employers added 105,000 jobs last month, according to a Bloomberg News survey. Crude supplies fell 889,000 barrels to 358.6 million last week, the lowest level since April, an Energy Department report showed. “Growth is likely to be a bit healthier in the second half,” said Ben Westmore, a minerals and energy economist at National Australia Bank Ltd. in Melbourne, who predicts oil in New York will average $113 a barrel in the third quarter. The ADP data “could mean stronger employment numbers than what the market is expecting, which is good for U.S. growth and oil demand,” he said. Crude for August delivery gained as much as 30 cents, or 0.3 percent, to $98.97 a barrel in electronic trading on the New York Mercantile Exchange, and was at $98.67 at 12:33 p.m. Sydney time. The contract yesterday climbed $2.02 to $98.67, the highest since June 14. Prices are 3.9 percent higher this week and up 31 percent the past year. Brent oil for August settlement was at $117.98 a barrel, down 61 cents, on the London-based ICE Futures Europe exchange. The European benchmark contract was at a premium of $19.34 to U.S. futures. The difference reached a record $22.29 on June 15. 
US lack of oil supercharging prices 

Sharples 7-7( Ben, writer @ Bloomberg, “Oil Heads for Second Week of Gains on Economy, Stockpile Decline”7-7-11, http://www.bloomberg.com/news/2011-07-07/oil-trades-near-three-week-high-on-economic-optimism-u-s-stockpile-drop.html, CT)

Stockpiles of crude at Cushing, Oklahoma, the delivery point for West Texas Intermediate oil, the grade traded in New York, slipped 460,000 barrels to 37 million barrels last week, the Energy Department report showed. A 2.5 million-barrel decline in total U.S. crude supplies was projected for last week, according to the median estimate of 15 analysts surveyed by Bloomberg News. The U.S. is the world’s biggest consumer of the commodity. Gasoline inventories decreased 634,000 barrels last week to 212.5 million, the report showed. They were forecast to fall 150,000 barrels, according to the survey. Distillate-fuel supplies, a category that includes heating oil and diesel, dropped 191,000 barrels to 142.1 million. “The DOE report had bullish headline factors, but it was hardly as bullish as prices would suggest,” Peter Beutel, president of Cameron Hanover Inc., an energy adviser in New Canaan, Connecticut, said in an e-mailed note. “This market now has such powerful upward momentum behind it that everything is coming up bullish.”

Saudi shortage causes high oil prices because the economy is improving
Panzica 7-7 (Brianna, writer @ Energy and Capital, “Commodities Will Increase, Says Goldman Sachs 
Oil Prices May See Further Rise, ”7-7-11, http://www.energyandcapital.com/articles/commodities-will-increase-says-goldman-sachs/1626, CT) 
It’s all speculation over the future of the commodities market. But Goldman Sachs Group (NYSE: GS) is predicting a significant upturn. And they’re particularly bullish when it comes to crude oil.
 According to Goldman Sachs officials, as they reported in May, Brent crude at the end of 2011 could be as high as $120 a barrel and as high as $140 a barrel at the end of 2012. The global economy, they believe, is on the rise, recovering despite the Japanese earthquake and the high oil prices this past spring. According to Bloomberg, the Federal Reserve believes the U.S. economy will grow between 2.7% and 2.9% this year. As the economy recovers, so will demand rates, a problem when there are limited supplies. A rise in demand will push up commodity prices. And as Goldman Sachs believes, this will be fueled by the fact that Saudi Arabia won’t be able to meet oil demand. Despite claims by analysts and even OPEC that Saudi Arabia will be able to increase output to meet growing market demand, Goldman believes that the Saudis have reached their peak oil output. This stems from circumstances in 2008, when oil surpassed $100 a barrel. This was plenty of reason to boost market supply, but Saudi Arabia hit its peak at 9.5 million barrels a day, according to the Wall Street Journal. Now, despite claims by the IEA that Saudi Arabia has the potential for a 12 million barrel-a-day capacity, Goldman has estimated a shortage in supply. And oil is not the only commodity they see rising in the future. Expect Brent crude to rise, as well as copper, zinc, gold, and even soybeans, the Wall Street Journal reports by way of Goldman’s recommendations. On Thursday, after this prediction was announced, U.S. crude oil futures rose to $97.65 a barrel, a $1 increase, Reuters reports.
Russia Econ Recovering
Recent recession wasn’t as bad as it could have been - the economy is recovering now 

Heliprin 11 (John, writer @ Associated Press, “Putin says Russia's economy two-thirds recovered: Putin says Russia economy recovering, but still a well below global financial crisis level” 6-15-11, http://finance.yahoo.com/news/Putin-says-Russias-economy-apf-1286278004.html?x=0&.v=2, CT)
GENEVA (AP) -- Russia's economy is recovering, but remains well below the level it was at before the global financial crisis, says Prime Minister Vladimir Putin, addressing a U.N. labor meeting in Geneva on Wednesday.  Putin said Russia has "managed to recover two-thirds of our economy, but still we have not reached pre-crisis levels." The Russian economy contracted by almost 8 percent during the recession.  He added that the economy -- the world's sixth-largest -- would reach pre-crisis levels by 2012, eventually rising to become one of the world's top five.  Putin also called for "a more fair and balanced economic model," as nations gradually recover from the world financial crisis that hit in 2008.  In April, Putin said in his annual address before Russian parliament that the key lesson from the financial crisis was for the country to be self-reliant and strong enough to resist outside pressure. He said Russia's economy grew 4 percent last year.  Putin, widely seen as wanting to reclaim his nation's presidency, said on Wednesday that his government is emphasizing social programs such as increasing aid for young mothers, disabled workers and people with health problems as it recovers. 

Russia has only now started to rebound after oil prices weakened the industry

Corcoran 11 (Jason, Staff Bloomberg, May 24, http://www.bloomberg.com/news/2011-05-24/russia-stocks-rebound-from-6-month-low-on-oil-goldman-forecast.html AQB)
Russian stocks rebounded from their lowest in almost six months after crude advanced on speculation unrest in the Middle East will reduce supply and Goldman Sachs Group Inc. increased its oil price forecast. The Micex Index of 30 stocks gained 1.6 percent to 1,598.82 by the 6:45 p.m. close in Moscow, paring yesterday’s 1.9 percent slide. OAO Rosneft, Russia’s biggest oil producer, and OAO Gazprom, the country’s gas export monopoly, both rallied more than 2.5 percent. OAO Sberbank, Russia’s largest bank, rose 2.2 percent. The dollar-denominated RTS Index added 2 percent to 1,800.04. Crude for July delivery rose as much as $2.39 to $100.09 a barrel in New York after Goldman and Morgan Stanley increased their oil-price forecasts as conflict in Libya prolonged the loss of output. U.S. inventories probably dropped last week, according to a Bloomberg News survey before an Energy Department report tomorrow. 

Russian Oil Production Rebound (1/2)
Oil production is up – matching previous records

Soldatkin 11  (Vladimir, writer @ Reuters, “Russia May oil output at post-Soviet record high,” 6-2-11, http://www.reuters.com/article/2011/06/02/russia-oil-idUSLDE75102I20110602, CT)
 MOSCOW, June 2 (Reuters) - Russia's oil output edged up 0.2 percent to 10.26 million barrels per day (bpd) in May, matching a post-Soviet record seen in October as companies including Rosneft ramp up production on the back of high crude prices.  Rosneft (ROSN.MM), Russia's top crude producer which is responsible for over a fifth of the country's oil output, led the pack with a 0.7 percent monthly increase to 2.3 million bpd, Energy Ministry data showed on Thursday. According to the International Energy Agency, Russia's oil production peaked at 11.41 million barrels per day in 1988, when it was still part of the Soviet Union. Russia accounted for 90 per cent of total Soviet oil output.  The country is expected to produce 10.258 million barrels per day (bpd) of crude in 2011, up around 1.1 percent from 2010.  "The output production increased faster mainly due to favourable external factors, including high prices and rising demand," Valery Nesterov from Troika Dialog said.  "Looks like production will rise by around 1 percent during the whole year ... But the companies are at a crossroad in terms of whether to increase investments or not as the government doesn't send clear signals about its tax policy," he added.  Russia remains the world's top crude producer, ahead of quota-bound Saudi Arabia, which pumped 8.95 million bpd in May, according to a Reuters survey. [ID:nLDE74Q1RE]  The Organization of the Petroleum Exporting Countries meets on June 8 in Vienna to review its output policy, which it has not changed since it agreed to a record cut in production in December 2008 in the aftermath of economic crisis.  An OPEC delegate said on Thursday that the cartel is considering increasing its output target by as much as 1.5 million bpd. [ID:nL3E7H20QC]   

Russian oil production is up – prices are driving new production
Thomson 11(News Agency associated with Reuters, “Russian Oil Production Hits Record High” 3-1-11, 

http://www.moneynews.com/Economy/russia-oil/2011/01/03/id/381663, CT)

Russian oil output rose by 2.2 percent in 2010 to a record 10.1 million barrels per day (505.193 million tonnes) as higher prices prompted the world's top oil exporter to ramp up production at its greenfield sites.  The growth in crude production surprised many analysts, who had expected 1.1 percent on average, when polled just before the start of 2010.  Energy Ministry data on Sunday showed the country extracted 10.145 million barrels per day last year, a record since the collapse of the Soviet Union, up from 9.93 million bpd in 2009 and 9.78 million bpd in 2008.  The government said last month it expects oil output to edge down this year.  Non-OPEC member Russia was the only country to produce more than 10 million bpd of oil last year as oil prices, which reached a 26 month-high above $90 per barrel, stimulated higher output.  The output of Saudi Arabia, the second-biggest producer, has been 8.25 million bpd during recent months, reflecting production quotas introduced by the Organization of the Petroleum Exporting Countries in December 2008 to boost falling crude prices.  Russian pipeline oil exports stood at 4.37 million bpd in December, bringing the annual average exports in 2010 to 4.29 million bpd, up from 4.24 million bpd in 2009 and 4.19 million bpd.  Exports are set to increase substantially this year as Russia began scheduled oil shipments to China via an East Siberian link on Saturday, cementing ties with its energy-hungry neighbor.  An annual plan envisages the supply of 15 million tonnes (300,000 barrels per day). Many oil market participants expected it would effectively double Russian sales to China.  One of the main obstacles for Russian oil output growth are heavy taxes in the industry, the main contributor to the government which is trying to plug a budget deficit.  The Economy Ministry expects production to edge down to 504 million tonnes (10.122 million bpd) in 2011, while Rosneft, which produces over a fifth of Russia's oil, expects its crude output to grow by a modest 0.5 percent to 120.2 million tonnes. 

Russian Oil Production Rebound (2/2)
Production is up – producing to offset new taxes

Soldatkin 11  (Vladimir, writer @ Reuters, “UPDATE 1-Russia oil output close to post-Soviet high in April” 5-2-11, http://af.reuters.com/article/energyOilNews/idAFLDE74105W20110502, CT)  


 MOSCOW, May 2 (Reuters) - Russia produced 10.24 million barrels per day (bpd) of oil in April, up 0.5 percent from 10.19 million bpd in March and short of a post-Soviet record of 10.26 million hit in October, Energy Ministry data showed on Monday.
  The Russian government is working on a new tax regime to stimulate investments in new Arctic and east Siberian oil and gas deposits as the country targets to keep its oil production steady at around 10.1 million bpd during the next decade.  Russia, which is outside the Organization of the Petroleum Exporting Countries (OPEC), has remained the sole country to produce more than 10 million bpd of oil as firmer prices for Brent crude LCOc1, which last month reached a 32 month-high high above $127 per barrel, stimulated output.  Saudi Arabia increased its April output to 8.5 million bpd from 8.3 million bpd in March, as it is restricted by the production curbs established by OPEC to boost falling crude prices in December 2008. [ID:nLDE74005M] The kingdom has spare capacity of around 3.5 million bpd.The data also showed on Monday that Russia exported around 5.59 million bpd of crude oil in April. Last week the authorities increased the gasoline export duty by around 44 percent starting from May to fight a fuel shortage at home as companies preferred to sell gasoline overseas due to capped domestic prices.Gas production stood at 1.91 billion cubic metres (bcm) per day in April, down from 1.99 bcm in March, as output at Gazprom  , the world's top gas producer, fell by 4.5 percent to 1.47 bcm on the back of seasonal decline in demand.Gazprom expects a substantial rise in its gas exports this year compared with 2010 due to the nuclear crisis in Japan and unrest in the Arab world.
  

Production is up – companies are making enough to reinvest
Corcoran 10 (Jason, writer @ Bloomberg, “Russian Oil Production Reaches Post-Soviet High on Rosneft Field”

10-2-10, http://www.bloomberg.com/news/2010-10-02/russian-oil-production-reaches-post-soviet-high-on-rosneft-field.html, CT)

Russia, the world’s largest energy supplier, pumped a post-Soviet record amount of crude last month as state-run producer OAO Rosneft increased output at a new field in Siberia. Output advanced 1 percent from the same month last year to 10.16 million barrels a day, according to Bloomberg calculations based on Energy Ministry data released today. That beat the previous record of 10.15 million barrels a day in June. Rosneft led the advance as it boosted output at its Vankor field 78 percent to 264,000 barrels a day. That pushed Rosneft’s total output to 2.27 million barrels a day, excluding its share of the Tomskneft venture with OAO Gazprom Neft. Smaller rival OAO Lukoil’s output fell 2.7 percent to 1.79 million barrels. Russian natural-gas production climbed 14 percent to 1.6 billion cubic meters a day, according to preliminary data. State-run OAO Gazprom increased output in September an annual 2 percent to 36.9 billion cubic meters. OAO Novatek’s output rose 10 percent to 2.9 billion cubic meters
Now is Key – Economy

Russian economy is in a uniquely precarious position – dwarfs all of Europe’s growing economies.

Corcoran 11 (Jason, Staff Bloomberg, May 24, http://www.bloomberg.com/news/2011-05-24/russia-stocks-rebound-from-6-month-low-on-oil-goldman-forecast.html AQB)
At first glance, a fund specializing in Eastern Europe might not seem a natural home for oil stocks. After all, the region, as defined by the Metzler/Payden European Emerging Markets fund, stretches from the bazaars of Turkey to the Baltic shores of Estonia. But look again, and the reason becomes obvious. Russia dwarfs the rest of the economies in the region, and energy is that country’s dominant industry.  Thus the Metzler/Payden fund holds big stakes in large Russian energy outfits like Lukoil, Gazprom and Rosneft. The three accounted for nearly 19 percent of the fund’s $176 million in assets at the end of February. Over all, Russian investments made up more than half of the portfolio. 
Inflation has put the squeeze on Russian economy and bonds

Zaks 11(Dmitri, Staff AFP, June 6, http://www.chinapost.com.tw/commentary/afp/2011/06/06/305141/p2/Investors-flee.htm AQB)

Russia's inflation expectations are rising and squeezing holders of local currency bonds. But the help these investors have been getting from a stronger ruble will expire once oil prices climb off their recent highs.  “I think most of the capital flight is associated with this,” said Renaissance Capital economist Ovanes Oganisyan in reference to ruble bond sales.  Other factors may be the record dividends — sometimes as much as 90 percent of profits — paid by such local giants as the British joint venture TNK-BP.  But analysts say that behind all these immediate variables is buried a more fundamental investor doubt about Russia as a future growth market. The government is gradually raising tax rates on energy producers to cover the tens of billions of dollars in outlays it has promised ahead of the approaching elections.  Manufacturing growth slowed to just above stagnation level last month while Gross Domestic Product growth has barely reached half the rate seen before the global slump in 2008. 

Now is Key – Industry

Now is key – if companies can’t uncover new oil finds economic recovery will be reversed.
Soldatkin 11 (Vladimir, Staff Reuters, July 5, http://uk.reuters.com/article/2011/07/05/businesspro-us-russia-oil-idUKTRE76424X20110705 AQB)
Russia, the world's largest crude producer, is unlikely to make substantial production increases in coming years to capitalize on tight markets or even keep pace with demand due to a lack of investment and a heavy tax burden.  Lack of new projects in the pipeline, while existing fields mature, is a worry for the country, which is hoping to at least sustain crude production at over 500 million tonnes (10 million barrels per day) over the next 10 years.  Russia increased its oil output by 1.2 percent in the first half of 2011 thanks to newly launched deposits. That was a notch above the 1.1 percent forecast in a Reuters poll for full-year 2011, which was compiled early this year when oil was about $85 per barrel.  Since that forecast, prices have jumped above $100, boosted by unrest in the Middle East and a nuclear disaster in Japan, and Russian oil producers have increased their rate of pumping crude.  But analysts say the increase is still small as companies strive to make up for a continued decline in production from their existing fields.  "Certainly, Russia's production growth is not catching up with the world's growing demand. Russia's mature fields base is so large that it needs a lot of new projects just to offset that decline," Julius Walker, senior oil market analyst at the International Energy Agency, told Reuters.  "So any changes to the tax regime would have to be ones that encourage significant new fields start-ups. And/or investments needed into fields with declining production."  Russian Prime Minister Vladimir Putin has said the country will need over 8.6 trillion roubles ($308.7 billion) to keep pumping oil at current levels until 2020, while the Energy Ministry has warned output could fall by 20 percent without substantial financing. 
Rebuild now is key – world economic crisis

Davos 11 (RIA Novosti, Jan 26, http://en.rian.ru/russia/20110126/162321362.html AQB)

Until a new model of growth is found, economic development will move slower than we would like, Russian President Dmitry Medvedev said on Wednesday in his speech at the World Economic Forum in Davos, Switzerland. "The period of hyperactive development has led many people to be exposed to euphoria; however, the crisis sobered everyone up," Medvedev said. "But [we] only coped with a large part of its symptoms, with only a part [of them]. And until we find a new model of growth, economic development will be slower than we all would like it to be." Russia like most other countries was severely hit by the global economic downturn. "Today's civilization is technologically quite perfect, if we compare it with what it was some 100-200 years ago, but a natural anomaly, or technological errors are enough to bring entire regions to the brink of ecological disaster and separate continents from each other like in past centuries," Medvedev said. Medvedev named as examples of natural disasters that hampered business, including the volcanic eruption in Iceland, the huge oil spill in the Gulf of Mexico, and cataclysmic floods and snowfall around the world that makes one think about "the fragility of human power on Earth." 
Oil industry needs to be able to reinvest into Russian oil after a recent company bankruptcy.

Werdiger and Kramer 11 (Julia and Andrew, Staff  NYT, June 8, http://www.nytimes.com/2011/06/09/business/global/09bp.html?_r=1 AQB)
BP said Wednesday that it would focus on oil exploration outside Russia, in the wake of its collapsed deal with the Russian oil company Rosneft. At the same time, BP said it had no plans to sell its stake in a separate Russian company, TNK-BP, a joint venture whose Russian partners had opposed BP’s Rosneft deal.  BP’s chief executive, Robert W. Dudley, said Wednesday that “very quietly BP is getting on with its strategy of exploration” in Australia, Brazil, Azerbaijan and Great Britain.  “We’re moving on,” he said at a news conference to release the company’s annual review of energy markets.  Mikhail Loskutov, the spokesman for the AAR consortium, which is BP’s partner in TNK-BP, declined to comment Wednesday, as did Rosneft’s media office.  Mr. Dudley’s plan to explore in the Arctic through a share swap and cooperation agreement with Rosneft, Russia’s state-controlled energy company, was announced in January. But it collapsed last month after BP’s partners in TNK-BP took legal action to block the deal. Those partners, a group of Russian billionaires, claimed the deal violated their shareholder agreement with BP.  BP said in May that it would continue to talk to both Rosneft and its partners in TNK-BP to try to salvage a solution, but Mr. Dudley said on Wednesday that “there was no news” on that front.  Instead, he said, BP would focus on exploration opportunities elsewhere, including in Angola and Trinidad, and on rebuilding trust in the company in the United States, where it is still recovering from the Gulf of Mexico spill last year. 
Now is Key – Investors

Russia is bleeding investors making it prime to crash

Zaks 11(Dmitri, Staff AFP, June 6, http://www.chinapost.com.tw/commentary/afp/2011/06/06/305141/p2/Investors-flee.htm AQB)

The billions of investor dollars fleeing Russia each week offer a stark counterpoint to Moscow's aspirations of soon becoming a global financial center linking London with Hong Kong. The world's leading oil exporter finds itself in the odd position of being flooded with petrodollars and seeing remarkable ruble strength — two prime conditions for local investment — while also bleeding capital at record rates.  The outflow of investor money abroad reached US$30 billion by the end of April to nearly match the 2010 total. The May figure is expected to approach US$8 billion and a slowdown is not anticipated for some months.  “It is difficult to give a simple and clear explanation as to why this is happening,” Russian Central Bank chairman Sergei Ignatyev acknowledged. “But the main reason is a rather unfavorable Russian investment climate.”  Investors may argue that Ignatyev was gilding over a graft problem so blatant it saw Russia rank 154 out of 178 countries on last year's Transparency International Corruption Index.  The World Bank says Russia is the world's second-most difficult country in which to get a construction permit while local entrepreneurs often treat law enforcement authorities and the courts as a part of the same system.  “When you talk to investors, that really is one of their biggest points,” said chief UralSib strategist Chris Weafer.  “They say: Look, the Russians are taking their money out of the country. Why should I come to Russia when the Russians are coming out?”  The real mystery is why this scramble to get out of Russia is getting more frantic at precisely the moment when the government is pursuing one of its most market-friendly programs in years.  President Dmitry Medvedev is now courting Westerners with a US$10 billion joint investment fund and hoping to put meat on the bones of his modernization effort by dislodging state appointees from their seats on company boards. 

***Internal Links***
Oil K2 Investment
Investment in oil key to Russia’s economic growth

Bush 4 (Jason, writer @ BusinessWeek “Oil: What's Russia Really Sitting On?”,  11-22-04,  http://www.businessweek.com/magazine/content/04_47/b3909079_mz054.htm)

This increasing recoverability, and not dramatic new discoveries of oil, explains why Russia's proven reserves keep shooting up. The leading Russian oil companies have all announced big increases this year, following independent international audits. Lukoil (LUKOY ), Russia's largest oil outfit, saw a boost of 4.7% in proven reserves both this year and last, according to Society of Petroleum Engineers SPE standards. No. 2 producer Yukos, meanwhile, jumped 13.2% this year, according to stringent standards set by the U.S. Securities & Exchange Commission. The growth in Russia's proven reserves is mainly happening at existing fields in western Siberia, a supposedly "mature" region where production had been declining until recently. DeGolyer & MacNaughton predicts that western Siberia could boost its output to 10 million bbl. a day by 2012, up from less than 6 million at present, and keep production at that level for at least 10 years. The use of even newer technologies available by then means that western Siberian oil production may not decline for decades to come. Russia's reserve potential is vaster still when undeveloped regions, such as the Arctic, the Caspian, and in particular eastern Siberia, are factored in. And then there's Russia's plentiful supply of natural gas. It is already acknowledged as having the world's largest gas reserves, with 47 trillion cubic meters, or 26.7% of global reserves. But tapping Russia's vast oil pool will require billions in investment, especially in export pipelines. Although on course for 8% growth this year, production gains could slow as export bottlenecks appear. But infrastructure investment is likely to go up in tandem with reserve estimates. If Russia finds a way to get all that lovely oil to needy international consumers, its days as a global energy powerhouse could be just beginning. 

Investment in Russia’s oil market key to growth

Weir 8 (Fred, writer @ The Christian Science Monitor, “Has Russian Oil Output Peaked?”5-28-8http://www.csmonitor.com/World/Asia-South-Central/2008/0528/p01s04-wosc.html?page=1,)
Others say Russia's gas-and-oil sector can continue to grow, but only if there are massive new investments and critical reforms to an industry that under Putin became dominated by two state-owned behemoths, Gazprom and Rosneft. Both companies have accumulated huge debt in an ongoing campaign to take over formerly private assets that have returned nearly half of Russian oil and gas reserves to state control in recent years. "Ten years ago the bulk of our oil resources were held by private companies, and growth rates were very high," says Michalkova. "Growth rates have become sluggish for complex reasons lately, but political interference and battles over ownership have not been helpful." Major investments will be needed to eke out further production from the largely exhausted Soviet-era oil fields of western Siberia, experts say. "Production costs have more than doubled in the past six years, and the current tax regime makes additional output at older fields unviable," says Valery Nesterov, an energy expert with Troika Dialog. 

Oil investment in Russia key- it holds 20% of the world’s gas reserves

Tohmatsu 5 (Deloitte, staff writer Touche, “Oil and Gas Investment in Russia: Time to Review the Risk?” May 2005, lexis)
The world's largest gas company, Gazprom holds more than 20% of the world's total gas reserves and in 2004 produced close to 80% of Russia's total gas output. The company's supplier position in Eastern Europe is remarkable. Gazprom provides approximately 91% of Hungary's gas imports, 79% of Poland's, and nearly 75% of the Czech Republic's. In Western Europe, Gazprom supplies about one-fourth of the region's natural gas. Based upon its size, production capabilities, and market position, the Russian government is reinforcing Gazprom's position as an international energy giant. Gazprom is currently looking beyond Europe to America and Asia and has targeted the development of LNG projects as part of an ambitious expansion plan. The company recently signed memorandums of understanding with a number of international firms such as Chevron, ConocoPhillips, Statoil, and Petro-Canada regarding the development of the giant Shtokman field, and is also involved in several large pipeline projects. Foreign companies that wish to gain access to Russian gas will have to partner with Gazprom based upon its size, pipeline connections, and reserves. The company will rely on international firms to supply the substantial funding for project development and infrastructure costs. 
Oil Prices K2 Investment

High oil prices key to future investments in Russia

Page 6 (Bill, analyst @ Deloitte & Touche, “ Prospects for foreign investment in the Russian oil & gas industry”, June 2006, http://www.euromoney-yearbooks.com/images/143/downloads/p37-43%20O&G%20-%20Russia.pdf) 
Offshore exploration and production is still in relatively early stages, and operations in the Barents Sea or offshore Sakhalin are regularly hampered by storms and seriously restricted for up to half the year because of thick ice cover. While infrastructure may be well-developed in the mature producing regions of western Siberia and the Volga-Urals basin, in the promising areas of Sakhalin, the Barents Sea and eastern Siberia, only the largest prospects are economic because of the huge cost of developing infrastructure from scratch. Projects which would be major finds in the Central North Sea or in Kuwait may be simply too small to justify the level of investments required. Much of Russia is, therefore, a high-cost environment for hydrocarbon exploration and production operations, and for this reason high oil prices are necessary to sustain the interest of investors
Investment K2 Oil Exploration (1/2)
Investment necessary for continued exploration and maintaining production

Aris 8 (Ben, Russia Profile, “Russia enacts new law on foreign investments in strategic areas” , 6-5-8, http://www.russiaprofile.org/page.php?pageid=Business+New+Europe&articleid=a1212652503)

The upshot is little exploration work has been done over the last 17 years. The Soviets explored western Siberia pretty thoroughly and started production on many of the biggest fields. However, as this produced more than enough oil little prospecting was done in eastern Siberia, which has a very similar geology and is widely believed to contain rich oil deposits. Just no one has been to look yet. The lack of exploration will only exacerbate the recent trend of falling oil production in Russia. Most of the Soviet-era fields currently being exploited are either mature or already in decline. Heavy investment is needed simply to maintain current production levels, while demand for oil is rising all the time. The decrease xfgcan't be offset by production at the new oil fields coming on stream. The International Energy Agency's World Outlook 2007 says that even in the best-case scenario growth of the oil production in Russia might stall in 2010 to 2012 and is not likely to resume until 2015.
Investment key to production and pipeline systems

Gelb 6 (Bernard A., Specialist in Industry Economics Resources, CRS Report for Congress, “Russian Oil and Gas Challenges”, 1-3-06, http://fpc.state.gov/documents/organization/58988.pdf) 

Russia’s ability to maintain and expand its capacity to produce and to export energy faces difficulties. Russia’s oil and gas fields are aging. Modern western energy technology has not been fully implemented. There is insufficient export capacity in the crude oil pipeline system controlled by Russia’s state-owned pipeline monopoly, Transneft. And, there is insufficient investment capital for improving and expanding Russian oil and gas production and pipeline systems.

Investment is key for the development of the new standards and continuation of the oil industry

VOR 10 (Voice of Russia, “Russia’s oil industry needs investment – Putin”, 10-28-10, http://english.ruvr.ru/2010/10/28/30023285.html)

Russia’s oil industry needs 8,6 trillion rubles by 2020, Russia’s Prime Minister Vladimir Putin said at a meeting on guidelines for the development of the oil industry in Samara on Thursday.  He said that Russia will continue to get 500 million tons of oil a year, as long as current and new deposits are explored and developed efficiently.  Putin also said that all the country’s oil refineries need to start producing Euro-III standard gasoline, in compliance with European emission standards by 2011.  Deferral requests will be individually considered by the government, the prime minister said.  Putin also said that new refineries with refining efficiency of less than 70% will not be allowed to use long-distance pipelines.  He urged Russian oil companies to switch to international audit and accounting standards and called for suggestions on a new tax system to be presented by next summer.   

Investment K2 Oil Exploration (2/2)

Investment key to develop new oil fields in eastern Siberia

The Economist 08 ([http://www.economist.com/business/displaystory.cfm?story_id=11332313] Russia’s oil industry: Trouble in the pipeline/ May 8, 2008)

In principle, Russia's bonanza could continue for years: it has the world's seventh-biggest oil reserves, at 80 billion barrels, according to BP, a British oil firm. And oilmen reckon there are 100 billion more barrels to find—“the biggest exploration prize in the world”, in the words of Robert Dudley, the boss of TNK-BP, BP's Russian joint venture. But Russia has regulated the industry so poorly that production is falling despite the soaring oil price. “Tax is the major impediment,” says Ms Redman. The government levies an export duty of 65% at prices over $25 a barrel. Add to that various corporate, payroll and production taxes, oilmen complain, and the state creams off as much as 92% of profits. Executives at TNK-BP have argued that rising costs across the oil industry will make many investments in Russia unprofitable unless the tax regime is changed. As it is, TNK-BP accounts for a fifth of BP's production, but only a tenth of its profits. The government does offer tax breaks on production from older fields. So oil firms, naturally, have been concentrating on squeezing as much oil as they can out of those. Until recently, that was an obvious priority anyway, since fields that had fallen into ruin after the collapse of the Soviet Union in the early 1990s could be revived relatively easily and cheaply. By mapping existing fields more precisely, installing new pumps and injecting water and chemicals into wells to maintain pressure, private oil firms were able to raise Russia's production from 6m b/d to almost 10m b/d, mainly from western Siberia. In 2003 alone, output jumped by 12%. But this strategy is now yielding diminishing returns. Mr Fedun says the western Siberian fields have reached their natural limit. To keep production at today's levels requires ever more investment. To get Russia's output growing again, firms must make huge investments to develop new fields in remote provinces such as eastern Siberia and the Sakhalin region. 
Investment key to expansion of Russian oil fields

Bush 08 (Jason, BusinessWeek [http://www.businessweek.com/magazine/content/08_26/b4090054450644.htm?chan=globalbiz_europe+index+page_energy+%2Bamp%3B+environment] Prime Minister Putin Primes the Pump/ June 19, 2008)

Geological limits are also behind the decline. Unlike other parts of the world, such as the North Sea or Gulf of Mexico, Russia isn't running out of oil. But most of today's production comes from mature fields in western Siberia, first developed in the 1970s and now experiencing significant declines. Growth requires massive new investment in the Arctic and in eastern Siberia, inhospitable regions where infrastructure must be built from scratch. Oil companies will have to invest $2 trillion to tap these remaining reserves, estimates Leonid Fedun, vice-president at Lukoil (LUKOY), Russia's No. 2 producer. "It's colossal money," he says.
Investment K2 Infrastructure
Investment key to improve Russia’s pipeline infrastructure

Gelb 6 (Bernard A., Specialist in Industry Economics Resources, CRS Report for Congress, “Russian Oil and Gas Challenges”, 1-3-06, http://fpc.state.gov/documents/organization/58988.pdf) 

Russia’s capacity to export oil faces difficulties, however. One stems from the fact that crude oil exports via pipeline are under the exclusive jurisdiction of Russia’s state-owned pipeline monopoly, Transneft. Bottlenecks in the Transneft system prevent its export capacity from meeting oil producers’ export ambitions. Only about four million bbl/d can be transported in major trunk pipelines; the rest is shipped by more costly rail and river routes. Most of what is transported via alternative transport modes is refined petroleum. The rail and river routes could become less economically viable if oil prices fall sufficiently. The Russian government and Transneft are striving to improve the export infrastructure. Unless significant investment flows into improving the Russian oil pipeline system, non-pipeline transported exports probably will grow. For example, without a dedicated pipeline, rail routes presently are the only way to transport Russian crude oil to East Asia. Russia is exporting about 200,000 bbl/d via rail to the northeast China cities of Harbin and Daqing and to central China via Mongolia. Since Yukos was the leading Russian exporter of oil to China, there was concern that the breakup of Yukos by the Russian government (see below under “Energy Policy”) might affect rail exports to China. However, Lukoil has taken over the role of rail supplier.
Investment is key to oil infrastructure and maintain leadership 

Likov 11 (Nikita, RIA Novosti, “Russia needs investment, geographical expansion to maintain oil production” 11-03-2011, http://en.rian.ru/analysis/20110311/162958488.html)

Russia, the world's top crude producer, needs to pump billions of dollars into its oil industry and expand beyond the traditional oil area of West Siberia to maintain international leadership and reverse declining output, industry analysts say. The global financial and economic crisis that spread to Russia in 2008 forced domestic oil companies to cut investment in the development of oil fields, which has resulted in oil output decline by 2-3% annually. In October, Prime Minister Vladimir Putin said that Russia, where oil accounts for more than half of budget revenue, would pump about 10 million barrels a day for at least a decade. In Soviet times, output peaked at 11.48 million barrels a day in 1987. "What we are pumping now is more or less our maximum," said Ildar Davletshin, an oil and gas analyst at Renaissance Capital. "Growth potential is not that easy and it will take about five years before new large deposits start producing." The deposits of West Siberia, the largest petroleum basin in the world, have been intensively developed since the Soviet period, and are now largely depleted. New fields discovered in East Siberia can only partially compensate for the slump in oil production and require heavy investment in infrastructure. 
Oil K2 Russian Econ (1/6)
Oil price is key to the Russian economy – only GDP driver
Pirog 7 (Robert Specialist in Energy Economics and Policy Resources, Science, and Industry Division   “Russian Oil and Gas Challenges”, 6-20-07 http://www.fas.org/sgp/crs/row/RL33212.pdf, CT) 
Energy exports have been a major driver of Russia’s economic growth over the last five years, as Russian oil production has risen strongly and world oil and gas prices have been relatively high.  This type of growth has made the Russian economy very dependent on oil and natural gas exports, and vulnerable to fluctuations in world oil prices. Based upon an International Monetary Fund study, a $1 per barrel increase in the price of Urals blend crude oil for a year results in a $3 billion increase in Russia’s nominal Gross Domestic Product. 
Oil price is key to Russian economy – each 1 dollar drop causes a 5 billion dollar loss
Bahgat 4 (Gawdat, Centre for Middle Eastern Studies @Dept Political Science @Indiana U of Penn, OPEC Review: Energy Economics & Related Issues, “Russia's oil potential: prospects and implications.”June 2004, Vol. 28 Issue 2, p133-147, 15p, EBSCO, CT) 
Since the collapse of the Soviet Union, the Russian economy has been in a state of transition, from a state-run economy to a free-market one. A delicate process of restructuring and diversification is underway. Still, the Russian economy is heavily dependent on oil revenue. This revenue represents a substantial proportion of the country's gross domestic product export earnings; in 2002, energy accounted for almost 20 percent of russia's gdp and 55 percent of export revenue. These figures indicate Russia's economy is extremely sensitive to global energy price fluctuations. The sensitivity implies a one dollar rise (drop) in the price of a barrel of Russia's urals blend benchmark leads to an increase (decline) in real GDP growth of about .5 percentage points and contributes to an estimated US $5 billion in extra earnings (losses). The relatively high and stable oil prices since 1999 brought a windfall in oil export revenue to the Russian economy, spurred strong growth in GDP and contributed to the overall economic recovery. Put differently, Russia's real GDP growth since 1999 has been an impressive 6.6 per cent per year. This strong recovery after the 1998 crisis can be explained by favourable external conditions in the form of high oil prices, as well as the effects of the sharp 1998-99 rouble devaluation/ Not suprisingly, in May 2003, The Russian government released its energy strategy to 2020, which designates the energy sector as the engine of economic growth.

Oil K2 Russian Econ (2/6)
Oil improves economy – empirics 

Suni 7 (Paavo, Economics Professor and researcher @ ETLA, THE RESEARCH INSTITUTE OF THE FINNISH ECONOMY “OIL PRICES AND THE RUSSIAN ECONOMY:  Some Simulation Studies with NiGEM”, 16-4-07, http://www.etla.fi/files/1783_Dp1088.pdf , CT) 

During the past several years, the Russian economy has been outperforming well and the development has beaten the forecasts since the Russian crisis in 1998 . The economy opened up  rapidly after the crisis in terms of exports per GDP. In early 2000’s, the trend started to reverse. However, the export to GDP share stabilised to above 30 percent thanks to Russia’s  most important export product, as well as other energy commodities and raw materials in  general which Russia also exports.   Russia has thus benefited both from exporting more energy commodities in volume terms  and from the improvement in its terms of trade due to the rise in oil and other commodity  prices. As a result, domestic demand has received a strong growth impulse. This development  has been initiated and reinforced by the lagged effects of the 1998 collapse in the value of the  Russian rouble, which drastically improved the international price competitiveness of Russian  products. Also public sector revenue has increased considerably due to, among other things,  the taxes imposed on oil exports. However, we will not discuss the significance of the oil  fund that the Russian government has been cumulating, while the use of it is very important  in creating the future of the Russian economy.  expectations of economic agents 
Oil is key to the economy – its half of exports and major energy companies reside there

TWGI 9 (Thomas White Global Investing, “Russia: Rebounding from Recession”, 11-21-09, http://www.thomaswhite.com/pdf/russia-country-01-2011.pdf, CT)
A country that derives its economic strength substantially from its natural resources, especially oil and petroleum products, Russia has been successfully riding the high oil price wave since the onset of the decade. Moreover, Russia surpassed Saudi Arabia in oil exports recently for the first time since the Soviet Union’s collapse. Over 70% of Russian crude oil production is exported, while the remaining 30% is refined locally. The country houses the world’s largest natural gas company, which stands tall as an icon representing Russia’s proud position as a global energy business leader. Owner of the world’s largest natural gas reserves and natural gas transmission system, exporting to 32 countries worldwide, the company’s share in global natural gas production is 20%. Moreover, the largest privately owned oil and natural gas company in the world by proved reserves of oil and the second largest in terms of proved hydrocarbon reserves is also based in Russia. This firm has its business spread across 30 countries, and also retails petroleum products in 22 countries. The country also touts the world’s largest pipeline system spanning over 31,000 miles, owned by a state-run oil company As retail comes of age in the country, global retailers are making a beeline for Russia. Elaborate and expansive malls are sprouting up in support of this booming market. About half of the country’s exports are comprised of crude oil and natural gas. The natural resources sector also appropriates most of the FDI inflows coming into the country. At present, the integration of the Russia into the global economy is thus largely leveraged by oil, natural gas, and mineral resources.
Oil K2 Russian Econ (3/6)
Oil Price is key to the economy – it drives the economy and slumps wreck havoc on growth

AEI 9 (Asian Economic Institute, “RUSSIA: OIL PRODUCTION, PRICE FLUCTUATIONS AND THE COUNTRY'S ECONOMIC RECOVERY”, 8-8-09, http://www.asiaecon.org/special_articles/read_sp/12952, CT) 
Russia is the second largest oil producer and exporter. It provides about 12 percent of the global oil production and export. Oil, natural gas, metals and timber account for more than 80 percent of Russian exports and according to the IMF and World Bank estimates, the oil and gas sector in the country generated more than 60 percent of Russia’s export revenues (64% in 2007) and accounted for 30 percent of all foreign direct investment (FDI) in the country.  In 2007, Russia’s real       GDP  grew approximately 8.1 percent, making it the country’s seventh consecutive year of economic expansion. The country’s economic growth  during the 2000-2007 period was primarily driven by energy exports, given the increase in Russian oil production and relatively high world oil prices during the time period.Russia’s economy is heavily dependent on oil and natural gas exports. Over 70 percent of Russian crude  oil production is exported, while the remaining 30 percent is refined locally. Crude oil exports via pipeline fall under the exclusive jurisdiction of Russia’s state-owned pipeline monopoly, Transneft. Oil price fluctuations are a significant concern for the Russian economy, since it funded a significant portion of the economic boom in Russia. In order to cope with price volatility, the government established a stabilization fund in 2004. By the end of 2007, the fund was expected to be worth $158 billion, or about 12 percent of the country’s nominal    GDP. When oil prices fell below $40 a barrel in the winter of 2008 government advisors began thinking of ways to encourage the country to steer away from oil and diversify  its economy. Currently, prices are over $60 a barrel. Oil prices are increasing steadily and are predicted to continue increasing. How does this affect or benefit Russia’s economy? When oil prices increase rapidly, Russia’s economy initially flourishes. For each $1 increase in the price of oil, Russia’s government budget   earns about $1.7 billion a year, according to Yulia Tseplayeva, the chief economist for Merrill Lynch in Moscow. However, in Russian history, the two periods of most intensive  economic change were preceded by long slumps in oil prices. Its dip from an 8 percent growth  in 2008 to a 6.5 percent contraction  in 2009 is considered the “most extreme of any major economy in the global slowdown”. 

Oil K2 Russian Econ (4/6)
Oil is key to the overall Russian economy – spending and investment 

Dashevsky 11 (Steven, CFA @ Baruch College NYU, Senior economic analyst @ Aton, Managing Director of Dashevsky & Partners, “The Russian economy and its oil”, 5-24-11, http://rt.com/business/news/russia-economy-oil-rpice/, CT)
RT: High oil prices have helped Russia’s budget but is the country too dependent on energy exports? SD: “Well the dependence has declined greatly in recent years, but I think the sad truth remains that, to a very significant degree, Russia’s budget revenues and overall fiscal health is still very dependent on the level of oil prices.” RT: How does the energy sector shape the Russian investment climate? SD: “Well, there are many ways how the events happening in the oil and gas sector influence what is happening in the broader economy. On the one hand this is the biggest source of cash flow generation in the country, so in a sense it’s the biggest source of investment funds, both for the companies, and for the government and also because oil companies invest very significant amounts of money every year, so the ability of Russian oil companies to spend money affects really the entire Russian economy – from transport companies to oil service companies to catering companies to local airlines – so it is still, despite the significant efforts to diversify the economy, it’s a very important source of investment funds.That’s kind of one angle, and another angle is what is happening in the Russian oil and gas sector, since it is the biggest sector in the economy, affects the general investment climate,from the kind of sentiment perspective. So, when something good happens like potentially was going to happen, BP-Rosneft deal, or if there are good events happening, new fields are being developed, new pipelines are being brought on-stream, that gives investor additional confidence that the economy is progressing very well, and people are investing money in it, and the whole country is open for business. Vice versa, if things are not going well, if deals are breaking up, if instead of going to work people going to courts against each other, that clearly creates a big drag on the investors sentiment for all of the Russian economy, not just oil and gas.” 

Oil is still a key part of the economy – economic weakness leads to destabilization
Heritage & Bryanski 11 ( Gleb, Reuters, Timothy, Reuters,  “Putin warns Russia against economic complacency” 4-20-11, http://uk.reuters.com/article/2011/04/20/uk-russia-putin-idUKTRE73J1CE20110420, CT) 

But he said Russia also faced unspecified external threats to its $1.5 trillion (915 billion pound) economy and the country of 143 million people could not afford to sit back after overcoming the worst of the financial crisis.  "Based on GDP, Russia should enter the ranks of the five leading countries (by 2020)," he told deputies, adding that GDP per capita should reach $35,000 by then.  "The current beneficial environment in the raw materials and hydrocarbons (markets) should not make us relax. The oil boom we are witnessing only underlines the need to move quickly to a new model of economic development."  High oil prices helped fuel Russia's economic resurgence during Putin's 2000-2008 presidency and the price of oil, Russia's main export commodity, is up 28 percent this year.  But the economy is over-reliant on energy and raw materials exports, and any fall in the oil price will have a big impact on its overall economic performance unless it diversifies. "Economic weakness and sensitivity to external shocks result in threats to national sovereignty," Putin said, calling for a decade of "strong, calm" economic development and referring to unnamed groups which he said wanted to destabilise Russia.  "Let's be frank. In the modern world, if you are weak, there is always someone who will come in and unequivocally recommend which way to go, what policy to conduct, what path to choose." 
Oil K2 Russian Econ (5/6)
Oil prices are growing and will stay so – Russia’s position with them allows them to be strong player

Saeed 11 (Shan, MBA & Economic Researcher @ Uni. of Chicago , “Russia: Economy will solid direction”,  4-1-11, http://economistshan.blogspot.com/2011/04/bullish-on-russian-economy-by-shan.html, CT) 
Russia is the 6th largest economy with per capita standing at $10,521 in 2010. According to the IMF, Russia is set to grow its GDP by 4.34% in 2011. Russia and China have signed trade agreement to enhance volumes of economic corporation in Chinese Yuan and Russian Ruble. I am bullish on Russia for the next decade. In currencies, I stand bullish on Chinese Yuan, Canadian dollar and Aussie dollar and Russian Ruble. Russia is a resource rich economy and its currency ruble will appreciate against US dollar going forward. Oil and Gas are the main exports. With oil prices continue to upsurge; Russian economy will drive huge dividends in this favorable commodity price environment.   There are few experts that I follow and I have met them to get their insights about commodities and global economy. According to Marc Faber—the author of Gloom, Doom and Boom, Russian economy will continue to grow since it is rich in oil. He is bullish on oil. Oil prices upside will be high as global demand and appetite would grow further as emerging economies need energy for their sustainable growth and development. The country is moving with strong political forces that are joining hands to take the country to the next phase of economic development. Skilled and educated labor force and evolving business environment are making a strong case for foreign direct investment to be placed in Russia.  According to commodity guru, Jim Rogers, no major exploration has been done in energy sector for the past 25 years and energy economics follow a different path as we move forward to bridge the gap between demand and supply. Energy demand i.e. Oil and gas will remain high for many years. In 1998, the average oil price was $17/barrel. In 2008, the average price was $38.77 / barrel. In 2018, average prices are expected to touch $77/barrel. At present price, oil is consumed amounting to $3.2 trillion annually. In a nutshell, Russia will benefit from oil and gas price rise globally and will emerge as one of the strongest players in the international financial markets with solid infra-structure and sound economic base to navigate through the financial meltdowns and storms coming in the noisy market. 

Oil is uniquely key to the economy – it promotes models 

TRJ 5 (The Russia Journal, “Oil addiction and Russia’s key economic indices”, 7-4-05, iss. 574, http://www.russiajournal.com/node/19676, CT)
Energy resources, especially oil and gas, have continued to largely dominate the Russian economy, though other key industrial sectors  have displayed spectacular performances over the past years. “The national economy,” Prime Minister Mikhail Fradkov told a recent  Cabinet meeting, “is still largely addicted to oil.” This lopsided dependence on oil is evident far outside the energy sector as most  economical, financial, social and political projections are based on current oil prices and/or their extrapolations. For instance, the  government’s recent oil price upgrade from $35 per barrel to $41 per barrel (Urals) for this year, and from $30 per barrel to $34 per  barrel for 2006, has led most market analysts to revise their macroeconomic forecasts on key Russian economic parameters for 2005- 06. These include minor adjustments to prognoses on GDP and industrial production growth, and very significant adjustments to  external trade and current account forecasts for the current and next years.      
Oil revenues go directly into the economy via infrastructure

NYT 7 (New York Times“Russia says it will invest more oil wealth in its economy”, 9-21-07 http://www.nytimes.com/2007/09/21/business/worldbusiness/21iht-rusecon.4.7597830.html, CT)   
The Russian government said Friday that it would invest more of its oil wealth directly into the economy, mainly in infrastructure, as  it sought to maintain its longest expansion since the fall of the Soviet Union. Budget-funded investment will rise to at least 900 billion  rubles, or $36 billion,next year, the acting first deputy prime minister, Sergei Ivanov, said at an investment conference in the Black  Sea resort of Sochi. State investment will climb to 3.8 percent of gross domestic product in coming years, Ivanov said. "Russia more  than ever before is using oil and gas revenue for financing projects," the acting finance minister, Alexei Kudrin, said. Budget revenue  from taxes on oil and natural gas now equals 5 percent to 6 percent of gross domestic product, versus 2.5 percent a few years ago,  Kudrin said.   
Oil K2 Russian Econ (6/6)
Russian oil is key to stabilize the economy – America fails 

ABC 8 (ABC News service, “Russia to the rescue on 'global financial crisis'”, 6-8-08, http://www.abc.net.au/news/stories/2008/06/08/2268241.htm)

In a keynote speech to Russia's main annual event for international investors, Mr Medvedev said the gap between the US's leading role  in the global economic system and its real abilities was one of the "key reasons" for the current crisis. "No matter how big the  American market and no matter how strong the American financial system, they are incapable of substituting for global commodity and financial markets," Mr Medvedev told the St Petersburg International Economic Forum. Russia, now in the tenth year of an  economic boom fuelled by soaring prices for its oil exports, could play a role in helping to stabilise the situation, he added. "Russia is  now a global player and understands its role in supporting the global community," the President said. Mr Medvedev, sworn in last  month, said world institutions had proved unable to cope with the challenges from volatility on world markets, including soaring  commodity and food prices. With its past as a grain exporter, Russia was ready for joint action to overcome the food problem and  could also convene an international conference on the financial crisis, he added. "I propose holding a representative international  conference involving the heads of the biggest financial companies and leading financial analysts...as early as this year," Mr Medvedev  said. The world lacked liquid investable assets because of disappointment with the US dollar and needed alternatives, he added. Russia  would adopt an action plan in the near future to become a global financial centre and make the rouble one of the key leading regional  reserve currencies, Mr Medvedev said. The Russian leader also said that recent Kremlin moves to liberalise the domestic gas market  and reduce taxes on the oil sector would help stabilise global energy markets. Russia is the world's biggest gas producer and its second  biggest oil exporter.   
Oil is key to the Russian economy and world markets – its contribution to GDP is underestimated

Kuboniwa, Tabata & Ustinova 5 (Masaaki, PhD & Proffessor specializing in Russian Economics @ Institute of Economic Research,  Shinichiro, Editor @ IER,  Nataliya, senior Russian government statistician,  Eurasian Geography and Economics ,“How Large is the Oil and    Gas Sector of Russia?  A Research Report” , 2005,  Download link: http://www.google.com/url?sa=t&source=web&cd=1&ved=0CBUQFjAA&url=http%3A%2F%2Fciteseerx.ist.psu.edu%2Fviewdoc%2Fdownload%3Fdoi%3D10.1.1.130.9693%26rep%3Drep1%26type%3Dpdf&rct=j&q=It%20is%20difficult%20to%20overstate%20the%20importance%20of%20the%20Russian%20oil%20and%20gas%20sector%2C%20both%20to%20the%20Russian%20economy%20and%20to%20world%20hydrocarbon%20markets&ei=CR4WTsHdCa7WiALMj5H8Dg&usg=AFQjCNEITpVw9MX7Q8YEBnxyOhf3aBN2Bg&sig2=MOl-zbgnWoZWOlthbGdxPQ, CT)    
It is difficult to overstate the importance of the Russian oil and gas  sector, both to the Russian economy and to world hydrocarbon  markets. Possessing 6 percent of proved world reserves of oil and 27 percent of  natural gas, Russia accounted for 9 percent of global  oil exports and 29 percent of gas exports in 2003. 1 Major customers included the European  Union, China, and Japan, with  considerable post-9/11 attention to the  prospects for penetrating the U.S. market (e.g., see Aron, 2002; Butler,  2002). And internally,  in the words of Clifford Gaddy (2004, p. 346), —It  is becoming increasingly clear that Russia‘s oil sector has been and will for the  foreseeable future continue to be the key to the country‘s economic  performance.“ That being said, there is a considerable range of  views as to the size of the sector, and there is a need to assess more critically what is  actually being measured in the official statistics. The World Bank (2004a, 2004b) only recently concluded that the share of oil and gas sector in Russian GDP was underestimated in the official GDP statistics compiled by Goskomstat Rossii (Federal State Statistics Service of Russia) due to the prevalence of the transfer pricing.2 In this brief paper we revisit the specific treatment of value added created in the oil and gas sector in Russian statistics and offer an alternative method of calculation based on the use of input-output tables, with .enterprise groups. serving as the units of statistical observation. The official figure for the share of the oil and gas sector in Russian GDP can be derived only from the input-output tables compiled by Goskomstat Rossii. The most recent input-output tables available at present cover the year 2001 (Sistema, 2004). The problem with the official Russian figure is that it is very low, namely 7.8 percent in 2000 and 6.7 percent in 2001 (see Table 1). As discussed below, when we add a part of the value added attributed to the trade and transportation sectors (as trade and transportation margins and net taxes on oil and gas) to the official figure, we obtain substantially different figures: 24.1 percent in 2000 and 20.5 in 2001. If this is the case, the share of industry should be increased by some 10 percent, and the share of the trade sector should be reduced accordingly (here, we neglect net taxes on products). This outcome completely changes the structure of Russian GDP, and the contribution of the oil and gas sector to Russian economic growth must be reconsidered. We begin by outlining the relevant methodology employed by Goskomstat Rossii, and follow by presenting our alternative calculations and a comparison of the two methods.  
Oil K2 Diversification

High Oil prices spill over to other technologies – leads to economic growth and diversification

Bentley 8 (Ed, staff writer @ Moscow News, Moscow News, “Russia’s Roaring Economy not out of the Forest”, 6-6-08, http://www.themoscownews.com/business/20080606/55331949.html, CT)
The rising price of energy products appears extremely beneficial for Russia's economy. The revenue from exports is already massive  and this has helped fuel growth in the last eight years. Any further increase will certainly be an opportunity but could also present  serious challenges. Russia has been accused of being dependent upon its natural resources for growth. The World Bank and IMF claim  that the energy sector makes up approximately twenty percent of GDP. The economy is therefore vulnerable to changes in this sector,  although an oil price decrease looks unlikely, and the government has recognized the necessity of diversification. "The focus of  economic policies..." said the Russian Ambassador to the EU, Vladimir Chizhov, when speaking to EurActiv the day before  Medvedev's inauguration, "is to decrease the reliance on oil and gas exports and to use the money accumulated thanks to the high  world prices to stimulate the development of other sectors, primarily the innovation sectors, nanotechnologies, high-tech, also improving the infrastructure, including transport infrastructure." Diversification of the technological sector would help to modernize  the economy and lead to massive productivity increases. Nano-technologies have been cited as one of Russia's key market  opportunities in the next 10 years. 
Oil is key to the economy – it’s the prerequisite to diversification which is key to the economy

Bentley 8 (Ed, staff writer @ Moscow News, Moscow News, “Russia’s Roaring Economy not out of the Forest”, 6-6-08, http://www.themoscownews.com/business/20080606/55331949.html, CT)
Last year, GDP increased by 8.1 percent, marking an eighth straight year of economic growth. GDP has increased by an average of 7.8 percent a year since 2000, making Russia significantly richer than when Putin assumed office. The IMF predicts that economic growth will remain over 5 percent a year until 2013. However, Russia's GDP per capita of $9,075 is still significantly below that of other G8 nations. Both the U.S. and the U.K. have a GDP per capita of approximately $45,000 and this is set to rise to $55,723 in the U.S. by 2013, according to IMF data. The IMF estimates that GDP per capita in Russia will be $25,090 in 2013. Presently, Russians are less wealthy than their G8 counterparts. Prospects Until 2020 Due to energy prices the Russian economy is in a position with significant potential. Eight years of impressive growth are likely to continue into the future and Russia will begin to catch up with other countries according to IMF predictions. However, for the long term success and stability of the economy, two significant challenges must be overcome. Lowering inflation would create a stable economy which would encourage investment and fuel future growth. Furthermore, diversification is needed to ensure long term growth and protect against shocks in the energy market. As Chizhov suggested, developing high tech industries would allow for substantial growths in GDP and productivity, extending beyond 2020.  ■ 

Oil Price ↓ hurts Russian Econ (1/4) 
End of commodity boom causes economic engine to run dry
Suni 7 (Paavo, Economics Professor and researcher @ ETLA, THE RESEARCH INSTITUTE OF THE FINNISH ECONOMY “OIL PRICES AND THE RUSSIAN ECONOMY:  Some Simulation Studies with NiGEM”, 16-4-07, http://www.etla.fi/files/1783_Dp1088.pdf , CT) 

The temporary end of the current commodity boom would cause serious difficulties in the Russian economic development as the fuel for the engine would dry. The more robust growth would necessitate drastic changes in the economic structure from resource based economy towards more normal economic structure. There is a danger that while energy effects dominate the Russian economic development, the need to create fruitful circumstances for the growth of the non-oil sector is seriously underestimated as the short term gains from higher energy prices are so large. Here, more openness in the economy and the use of oil fund would serve as an important impetus to raise the productivity and the competitiveness of the production outside the energy sector in the longrun. Openness of the economy would provide the necessary competition to check the price structures and give correct price signals to the non-resource economy for its development. The recent success in WTO membership negotiations is a good signal in this direction. However, recent Russian policies to support the monopolistic nature of the energy sector as well as export duties raises the vulnerability of the economy to decline in the raw material prices and especially those of the energy may undermine the ground behind normalisation of the economy.  

Empirically proven – collapse of oil causes chain reaction 

Sutela 9 (Pekka, head of the Bank of Finland Institute for Economics in Transition, Centre for European Reform Policy Brief, “ How strong is Russia’s economic Foundation,” October 2009, http://www.cer.org.uk/pdf/pb_sutela_russia_29oct09.pdf, CT) 

The collapse of international oil prices had a large and immediate impact on the Russian economy, which relies heavily on the sale of oil, gas and other basic commodities. Oil prices went from a peak of over $140 per barrel in July 2008 to a trough of less than $40 per barrel in December that year, before they recovered to around $70 per barrel by mid- 2009. Gas prices tend to follow oil prices with a lag and the prices of other commodities that Russia exports, such as metals, also tend to fluctuate in tandem with the oil price. The spreading global recession also translated into lower demand in volume terms for Russian commodities. One-off factors compounded this trend. During the first half of 2009, many EU countries bought less gas from Russia, in anticipation of lower prices later in the year. Some also sought to diversify away from Russian gas, following the cut-offs resulting from the Russia-Ukraine gas dispute in January. During the first half of 2009, Russian gas production was down by a fifth compared with the first half of 2008, while gas exports fell by 40 per cent. Total Russian export earnings declined by almost 50 per cent in dollar terms over this period and the slump quickly spread to the domestic economy. Consumption contracted by 8 per cent in the year to July 2009, while investment spending fell by 19 per cent over the same period. Since Russia imports a lot of what it consumes and also relies heavily on imported machinery, the domestic slump translated into a steep fall in imports (by almost 40 per cent in the first half of 2009 compared with the same period a year earlier). 

Oil Price ↓ hurts Russian Econ (2/4)
Any small shift would offset growth

Suni 7 (Paavo, Economics Proffessor and researcher @ ETLA, THE RESEARCH INSTITUTE OF THE FINNISH ECONOMY “OIL PRICES AND THE RUSSIAN ECONOMY:  Some Simulation Studies with NiGEM”, 16-4-07, http://www.etla.fi/files/1783_Dp1088.pdf , CT) 

According to the results, the sudden and permanent positive oil price shock will raise Russia’s domestic demand and GDP rapidly for the first three years up until 2009. At that point the level of domestic demand will be 8 per cent and that of GDP almost 5 per cent higher than in the baseline scenario. Thereafter the difference with respect to the baseline scenario starts to decline, but it will not vanish completely during the 20-year simulation period. Effects are driven by changes in export income, risen net foreign assets and by the effects of the change in prices on labour market equilibrium. In the long-run output is higher, and the scale of the effect depends on the importance of commodities in output and the size of the increase in prices. Also as a result of higher oil prices, the current account balance will naturally improve pronouncedly in 2007 but the effect will start to diminish rather quickly as higher domestic demand will increase imports and the value of GDP will grow. The current-account surplus will still remain larger than without the oil price shock. There is also a hike in consumer price inflation, which also will soon start to diminish. In a longer term, the deflator will be unchanged with respect to the baseline by 2012. These results indicate that any oil price increases will fade relatively quickly if there are no further price increases. The current-account-surplus-to-GDP ratio will also start to decline rapidly after a jump. Thus the economy is vulnerable to a possible decline in oil prices as the process functions, in principle, also the other way around. We checked the effects also using forward expectations. Using forward expectations did not change the overall picture. The size of the effects were fairly similar with some differences in timing, which can be seen e.g. in the Figure 12. 
Oil collapse has the potential to collapse the economy 

Harding 8 (Luke, lead correspondent @ Guardian, “Russia close to economic collapse as oil price falls, experts predict” 20-11-08,  http://www.guardian.co.uk/world/2008/nov/20/oil-russia-economy-putin-medvedev, CT)
The collapse in the value of oil was likely to have several catastrophic consequences for Russia including a possible devaluation of the rouble and a severe drop in living standards next year, they warned.  With oil prices tumbling, and his own credibility at stake, Russia's prime minister Vladimir Putin today insisted that the country's economy was still robust.  Speaking at a meeting of the pro-Kremlin United Russia party, Putin told delegates in Moscow the country would survive the current global financial turmoil - which he blamed on the US.  But the Kremlin is acutely aware that any loss of confidence in the Russian economy could lead to a loss of confidence in Putin and his ally Dmitry Medvedev, who took over from Putin as Russia's president in May.  Medvedev's biggest initiative so far has been to float an extension in the presidential term from four to six years - a proposal that entrenches the current Kremlin's grip on power, and which Russia's loyal Duma is likely to approve on Saturday.  Putin today said his administration would do everything it could to prevent a recurrence of Russia's last oil-related financial crash in 1998 - which saw the savings of many ordinary Russians wiped out. But the plummeting oil price leaves him little room for manoeuvre. Experts suggest that Russia's economy is now facing profound difficulties, despite two massive stabilisation funds accumulated during the booming oil years.  The fall in oil prices from $147 this July to below $50 today has blown a gaping hole in the government's budget calculations. It is now facing a $150bn shortfall in its spending plans - and will have to slash expenditure in 2009.  Today Putin sought to assure hard-up Russians that their social benefits would not be affected, promising a $20bn assistance package. "We will do everything, everything in our power ... so that the collapses of the past years should never be repeated," he said.  The oil slump, however, exacerbates Russia's already severe economic problems. Since May Russian markets have lost 70% of their value. Russia's central bank, meanwhile, has been spent $57.5bn in two months trying to prop up the country's ailing currency.  "If the current trend continues with the government supporting the rouble, oil prices falling and a slowing economy we are going to have a major crisis," said Chris Weafer, an analyst with the Moscow brokerage Uralsib. 

Oil Price ↓ hurts Russian Econ (3/4)
Russia has a unilateral economy – if oil falls so does the economy

Gold 8 (Donald H., staff writer @ Investor’s Business Daily, Investor's Business Daily “Globalization Fuels Brave New World”  6-20-8, http://www.investors.com/NewsAndAnalysis/Article/463838/200902200212/Globalization-Fuels-Brave-New-World.aspx, CT)
After a storybook revolution -- from Lech Walesa to the Berlin Wall to BorisYeltsin facing down the tanks of an attempted putsch -- the new Russia is in a precarious position. That may sound odd. The RTSI, Russia's benchmark stock index, is among the world's hottest. But Russia is a one-sector economy, warns Josef Karasin, head of emerging markets at IDEA Global in London. Russia is sitting on vast stores of oil and natural gas. It's the No. 1 gas source for Europe. Sounds great. What's more, Russia's untapped deposits are the equivalent of low-hanging fruit, Karasin says. That makes its cost of production far lower thanun tapped sources in, say, Canada, the U.S. or the North Sea. Or much of the Middle East. After decades of Communist Party rule, investment in Russian oil exploration, drilling and extraction was sorely neglected. Elsewhere around the world, the easy-to-get-at oil had already been pumped, refined and burned. So what's the problem? First, Russia has not translated its energy wealth into a broader base, Karasin says. If oil and gas prices fall, so will Russia's economy-- and the RTSI, which is like one giant energy ETF. Second, despite the oil -and-gas boon, Russiais an inefficient, heavily regulated economy. "The authorities have not made any reforms." Karasin said. 
Oil price is key to political support and even a minor downturn triggers a deficit

Wallander 2 (Celeste, MA @ Yale, BA @ Northwestern, PhD., Director and Senior Fellow of the Russia and Eurasia Program at the Center for Strategic and International Studies, PONARS Policy Memo 248   “Russia’s Interest in Trading with the “Axis of Evil”” Oct. 2002,  http://www.gwu.edu/~ieresgwu/assets/docs/ponars/pm_0248.pdf , CT)  

In addition to Russia’s national interests, global oil prices affect the government’s fortunes. Russia will hold Duma elections in  December 2003, and presidential elections in the spring of 2004. Much of the government’s support comes from economic factors:  lower inflation, balanced government budgets, prompt payments, and improving living standards made possible in an economy that  has grown 4 percent to 9percent annually for the past four years. One of the main reasons for Russia’s fiscal responsibility has been  tax revenues and energy export duties. The Russian government is so dependent on energy prices for the economic stability Russian  voters value, that its government revenue projections include assumptions about global oil prices. If global oil prices fall more than a  few dollars per barrel, the Russian government budget goes from a healthy surplus to deficit. With two very important elections coming up in just over a year, the government has a big stake in the performance of the economy. Russia is not only an energy  economy; its government has to watch global oil prices in much the way Western politicians watch poll numbers.  
Oil Price ↓ hurts Russian Econ (4/4)
Oil fluctuations effect the entire Russian economy  

RAD 8 (Russian Analytical Digest, “The State of the Russian Economy,” 2-4-8, Issue # 38, se2.isn.ch/serviceengine/Files/.../Russian_Analytical_Digest_38.pdf, CT) 

Oil and gas are greatly important to the Russian economy, as Graph 1 (on p. 11) shows. Revenues from the hydrocarbons sector contributed around half of the income of the federal budget in 2006. The oil price is important to this relationship because the resource-tax and export-duty rates rise with the world oil price. Oil, oil products and gas contribute about three fifths of aggregate export earnings (59 percent in 2007 – www.customs.ru/ru/stats/stats/trfgoods/popup. php?id286=376). If coal and metals are added, the overall natural resource share of exports in recent years has been on the order of four-fifths. Within hydrocarbons exports, crude oil makes up somewhat over a half by value, oil products about a quarter and natural gas only a fifth. Russian gas exports are nonetheless newsworthy because of the nature of the gas Market.  Russian gas is supplied almost entirely by  pipeline.  Liquefied natural gas (LNG) supplies from Sakhalin to Asia-Pacific markets are only just beginning.  Pipelines entail  segmented markets, potential transit problems and, in general, little flexibility, so that any disruption in supplies from producer A  affects customer B and is not diffused across a wider gas “market.”  In most places, indeed, there is no such ting as a gas market.  Gas  supplies are dominated by long-term bilateral contracts.  Thus Russian gas exports are far less important financially to Russia than the  trade in its oil, but they are a more sensitive issue for the countries that receive them. The contributions of oil and gas to GDP is  around 25-30 percent at present, if value added in hydrocarbons and GDP are compared at current (rubble) prices. (se Graph 1 on p.  11)  Russia is not a typical petro-state.  The oil and gas sector employs less than 2 percent of the workforce.  This share is less than the  proportion employed on the railways.  Nor do oil and gas extraction and processing contribute greatly to demand on the output of  other sectors (Nakamura 2006).  This disconnect does not mean that Russia is immune o the complications associated with the socalled natural resource course.  But it does mean that there is a lot of activity in the economy that is not directly tied to oil and gas.   When commentators describe recent Russian economic growth as “oil-fueled,” however, they are quite right.  When oil prices (and hence oil-product and gas prices) rise, Russian export earnings rise and this wealth feeds into business profits, government revenue  and personal income, in turn fueling investment, government spending and household consumption, raising demand for the output of  the rest of the Russian economy (and for imports), and thus indirectly boosting production as a whole.  Therefore Russian GDP is  sensitive to the international price of oil. 

Oil prices key to public support and the economy 

Wallander 2 (Celeste, MA @ Yale, BA @ Northwestern, PhD., Director and Senior Fellow of the Russia and Eurasia Program at the Center for Strategic and International Studies, PONARS Policy Memo 248   “Russia’s Interest in Trading with the “Axis of Evil”” Oct. 2002,  http://www.gwu.edu/~ieresgwu/assets/docs/ponars/pm_0248.pdf , CT)  

In addition to Russia’s national interests, we need to understand that global oil prices also affect the government’s fortunes. Russia will hold Duma elections in December 2003, and presidential elections in the spring of 2004. Studies of Russian public opinion and voting behavior show that the Putin government’s popularity and support come from a more stable and successful economy, as well as a belief that the current government has improved the security and predictability of Russian life. That is, much of the government’s support comes from the relatively low inflation, balanced government budgets, prompt payments, and improving living standards made possible in an economy that has grown at rates between 4% and 9% for the past four years. With two very important elections coming up in just over a year, the government has a big stake in the performance of the economy. Since global energy prices have such a large and direct impact on Russian growth, the Putin leadership’s political fortunes are affected rather significantly by the global price of oil, and Russia’s involvement in a post-war Iraq.  Because the Russian economy is so dependent on global energy prices, so is the Russian government budget. One of the main reasons Russia’s budget has been in surplus (enabling it to meet its obligations without budget deficits) has been its revenues from taxes and energy export duties. So dependent is the Russian government on oil prices for fiscal health and creating the economic stability Russian voters now value so dearly, that its budget planning includes assumptions about global oil prices on which it bases projections of government revenues. If global oil prices fall much below $20/barrel, the Russian government budget goes from a healthy surplus to deficit.  Russia is not only an energy economy, its government has to watch global oil prices in much the way Western politicians watch poll numbers. 
Oil K2 Russian Jobs

Oil is key – collapse causes steep falls in key economic components including jobs

Sutela 9 (Pekka, head of the Bank of Finland Institute for Economics in Transition, Centre for European Reform Policy Brief, “ How strong is Russia’s economic Foundation,” October 2009, http://www.cer.org.uk/pdf/pb_sutela_russia_29oct09.pdf, CT) 

Energy – the extraction and sale of oil and gas – is indeed hugely important for Russia. At times when international oil prices are high, energy accounts for two-thirds of export earnings, almost half of all public sector revenue and around a quarter of total GDP. If metals are added, the basic commodity sector produces some four-fifths of Russia's export revenue. Whenever the international oil price fluctuates, Russia’s economic fortunes change abruptly. Between 1999 and 2008, international oil prices rose steeply and continuously, helping Russia’s long growth spurt. Then they collapsed, leading to steep falls in export and budget revenues, as well as investment and consumption spending.   Although the current slump illustrates clearly Russia’s over-dependence on the resource sector, it would be wrong to assume that its economy is all about energy and raw materials. While energy is crucial for export and tax revenue, it does not provide many jobs. Only 2 per cent of all Russian workers are employed directly in the extraction and transport of basic energy – although the share increases if one adopts a wider definition of the energy sector, to include for example refineries and the various subsidiaries of energy giants such as Gazprom and Rosneft. In the past, the gas and power sectors have massively subsidised the rest of the economy because households and industries paid very low prices for their energy. So the energy sector has indirectly contributed to job creation by keeping companies afloat and allowing households to consume more. However, low domestic energy prices are not sustainable: they undermine the profitability of Russia’s energy companies and they encourage a hugely wasteful use of energy. The government has adopted a schedule for gradual increases of domestic gas prices, which by and large it has followed. 

Oil K2 Econ Recovery (1/2)
Empirically oil prices have been key to economic recovery 
TWGI 9 (Thomas White Global Investing, “Russia: Rebounding from Recession”, 11-21-09, http://www.thomaswhite.com/pdf/russia-country-01-2011.pdf, CT)
Interestingly, the Russian economy’s recovery from the recession has been equally dramatic. The gradual improvement in oil prices, crucial to the economy, helped the country emerge from recession in the third quarter 2009 with a quarter-on-quarter growth rate of 0.6%. Helped by increased oil prices, Russia posted a growth rate of 4.1% in 2010. Significantly, Russia’s total oil production touched 10.145 million barrels a day in 2010, the highest level since the break-up of the Soviet Union, thanks to the rising development of greenfield deposits. However, the growth story was interrupted by an unprecedented heat wave and drought, which destroyed much of the crops and slowed down the economic recovery. Needless to say, food prices rose by a whopping 12.9% in 2010, compared to a 6.1% increase in 2009. The rate of increase in food prices surpassed the consumer inflation rate of 8.8% recorded in 2010. The surging inflation in Russia caught the attention of the International Monetary Fund, which in December 2010 urged the country to focus on bringing down inflation. The IMF also cautioned that the country’s economic recovery may remain subdued as the global recovery is uneven. Inflation pressures have forced the central bank to say that interest rates may have to be raised in the first quarter of 2011. 

Oil is stabilizing and spills over improving the overall economy – empirics 
Prime 4 (Prime News Agency, “Economic situation in Russia”, 4-4-04, http://www.russianamericanchamber.com/en/business/economic/situation.htm, CT)  
Based on high prices for Russia's main exports (primarily oil and gas), the devaluation of the rouble and prudent economic policies, the country has achieved macroeconomic stability: real GDP has grown by nearly 40%, or by an annual average rate of 6.5%; inflation has been cut drastically, public expenditure has been brought under control; following lessons learnt from the 1998 crisis, higher oil revenues have not been spent but translated into four years of budget surplus; the exchange rate of the rouble, after losing in 1998 half of its value (in real terms), has been steadily appreciating – in real and, lately, even nominal terms. Growth and financial stabilization have led to a large and continuing increase of disposable income (in the first 10 months of 2003 alone, real personal cash incomes rose by 16%) and to a reduction in poverty levels (which decreased from a peak of about 40% of the population in 1999 to about 25% in 2003). The external balance also improved dramatically: the current account registered surpluses of up to 15% of GDP; capital outflows decreased and were even reversed at some point in 2003; international reserves were multiplied by six since the end of 1999. Russia took advantage of this favorable environment to normalize its relations with foreign creditors and reduce dramatically external debt, which, at a mere 28% of GDP, is no longer a matter of concern.
Falling oil prices hurt the economy – increasing prices solve for the short comings 
AEI 9 (Asian Economic Institute, “RUSSIA: OIL PRODUCTION, PRICE FLUCTUATIONS AND THE COUNTRY'S ECONOMIC RECOVERY”, 8-8-09, http://www.asiaecon.org/special_articles/read_sp/12952, CT) 
Falling oil prices are particularly bad for Russia. A large part of the country’s GDP comes from exporting its vast supply    of crude oil and gas. Falling prices of oil may have other sever consequences for Russia, including a possible devaluation     of the ruble and a severe drop in living standards. The decline in oil prices from $147 in July 2007 to below $50 today blew a large hole in the government’s budget calculations. It is now facing a $150 billion shortfall in its spending plans and so far is has cut expenditures in 2009. Chris Weafer, an analyst with the Moscow brokerage Uralsib has said that the country’s dependence on oil exports has made Russia’s economy is more vulnerable than other countries. Russian crude oil is mainly sold to markets in Europe and the U.S, according to Reuters. Both countries were hit hard by the recession, government taxation and substitution policies to reduce oil consumption. This has made Russia expand its oil production to Asia-Pacific, where energy demand     is increasing rapidly. Also, the proximity to large emerging economies such as China, South Korea and Japan make Russian crude oil prized for its quality  and trade     efficiency  to those growing markets. Oil prices are expected to increase as the global economic recovers. This might once again fuel Russia’s recovery in the short   term. Economists predict that Russia’s losses from the global financial crisis  may be balanced off by the upswing in oil prices. Nouriel Roubini, professor of economics at New  York University, said yesterday that oil prices may rise to $70-75 a barrel by 2010. This is ideal since Igor Sechin said that prices need to continue a modest surge in order to sustain production. Uralsib analyst Mikhail Zanozin said “if the average oil price is $70 a barrel, taking into account the state’s revenues from the mineral extraction tax and export     duties, the budget will get an additional $19.5 billion,” he said. “So if the price is $75 per barrel, one may count upon as much as $26 billion. 

Oil K2 Econ Recovery (2/2)
High oil prices solves the Russian economy

Kudenko 10 (Aleksey, columnist @ RiaNovosti,  “High oil prices to solve Russia’s financial problems – Putin”, 6-2-10, http://en.rian.ru/russia/20100602/159273742.html, CT)
Extra budget revenues due to higher oil prices will allow Russia to effectively deal with its main financial issues, Prime Minister Vladimir Putin said on Wednesday. Putin said that whereas the 2010 budget was based on a projected oil price of $58 per barrel, the average price so far this year had in fact exceeded $70. "We can make greater headway in solving our main financial problems. Above all, in reducing the budget deficit," he told a cabinet meeting, ammmdding that in 2009 the deficit constituted 5.9% of GDP. He said the country's Reserve Fund could be used "more economically." Putin said economic growth was also higher than forecast several months ago. According to the Ministry of Economics and Trade it currently stands at 3.5-4.5% y-o-y, or possibly even higher. Finance Minister Alexei Kudrin said in mid-May the 2010 deficit would be 5.2-5.4% and that the budget would be balanced with an average oil price of $95 per barrel. The budget deficit in 2011 is expected at 4% of GDP with an oil price of $70 per barrel and 8% of GDP with a price of $50. Kudrin also said that the Reserve Fund would most likely last through 2011 and not be completely used up in 2010, as was previously expected. Russia, which continues to rely on raw material exports as its principal source of budget revenue, was badly affected by the 2008 global economic crisis, but a quicker-than-expected recovery of oil prices has eased pressure on the federal budget. 
High oil price allows for stable growth 

RIA 10 (Ria Novoski, “Russian economy to show stable growth with oil price above $60”, 10-10-10 http://en.rian.ru/business/20101010/160898404.html, CT)
The Russian economy will demonstrate stable growth next year if global oil prices stay above $60 per barrel, Finance Minister Alexei Kudrin said on Sunday. According to the Russian government's forecast, the price of Russia's Urals oil blend is expected to stay at the level of $75 per barrel in 2010 and 2011 and rise to $78 per barrel in 2012 and to $79 per barrel in 2013. The government's projections for Russia's federal budget in the next three years are based on the average annual price of $70 per barrel. According to data of the Russian Finance Ministry, the average price of Urals oil blend was $77.4 per barrel in September 2010 compared with $67.15 per barrel in September 2009. 

Oil bursts life in the economy – empirics 

Ryan 2k (Orla, BBC News, “Crucial times for Russia's economy,” 3-27-2000, http://news.bbc.co.uk/2/hi/in_depth/europe/2000/russian_elections/features/670170.stm, CT)

Late last year Mr Putin boasted that his country's ailing economy is now "bursting with new life".    Many Russians still live in poverty "For the first time since the start of reforms, we have sustained growth over a span of 14 months," Mr Putin told parliament in a speech on the state of Russia's economy late last year.  "This is the result of the sharp devaluation of the rouble ... and the high oil prices that, thank God, continue to rise."  Since then, oil has continued to rise in value, reaching $34 a barrel in New York in March, a tripling of the price in one year.  Oil is crucial to the Russian economy. It is the biggest export, and tax revenues from oil and gas companies are vital in curbing the budget deficit.  
Oil K2 Econ Recovery (3/3)
Oil is key to sustaining economic growth – the economy is on the brink 

Bayer 9 (Alexey, Economist @ NYU, “Oil prices crucial for Russia's economic recovery”, 27-4-09, http://www.telegraph.co.uk/sponsored/russianow/5230875/Oil-prices-crucial-for-Russias-economic-recovery.html, CT)
The Russian government foresees some sectors of the economy improving in the second half of 2009. Whether the recovery can be sustained – and, more importantly, whether the recent good times can return – will largely depend on oil prices. After bottoming close to $37 per barrel in mid-February, oil rose some 50pc and now trades at $52 per barrel. Officials in Venezuela, Russia’s new ally and another major oil producer, believe oil prices can bounce back to $90 per barrel by the end of the year. True, the International Energy Agency has just cut its forecast for oil demand, and China reported a 5.5pc drop in crude imports. But this makes long-term prospects even brighter.   Cambridge Energy Research Associates warned low oil prices and a global credit crunch could reduce investment and create an oil shortage by the middle of the next decade. Merrill Lynch envisions this happening even sooner, by 2010 or 2011. Although at first glance it would seem demand for oil is generally stable, prices are notoriously hard to predict. Nevertheless, no one had anticipated a precipitous plunge in oil prices in the fourth quarter of last year. Instead, in mid-2008, with the global recession already underway, most analysts warned that oil was headed for $200 per barrel. In order to glean the future of oil prices, it is important to understand what has happened in recent years – namely, why oil prices went from less than $10 per barrel to $147 over the past decade without creating a major recession. There were many reasons, but key was the world economy enjoyed extremely robust growth. It is known that labour productivity increases in recoveries and declines in recessions. When orders increase, employers first get more out of existing workers before hiring new ones. The same is true of all other industries, including oil. It is easy to see why using simple examples. Trains and buses, for in-stance, carry more commuters, each of which produces more output. Or, when a trucking company has a full order book, its trucks are loaded to capacity, each earning more money per run. When orders decline, trucks travel half full, producing less gross domestic product per gallon. From 2003-2008, oil output grew on average by 1.8pc per year, while the real gross world product expanded almost twice as fast, by 3.4pc. In other words, it took progressively less oil to produce a dollar of output. Even if the current global slump comes to an end by early 2010, growth will remain sluggish and fragile. Demand will remain weak everywhere, and the global economy will not be able to absorb renewed oil price increases. A similar situation occurred in 1979. When the Iranian revolution pushed up oil prices, the global economy was already stagnating. Oil became the last straw that plunged the world into a deep recession, accompanied by defaults from international debtors. 
***Impacts***
Accidents (1/2)
Economic weakness prompts nuclear accidents

Bukharin 3 (Oleg P.hD, Senior Security Specialist with the Office of Nuclear Security and Incident Response, “The Future of Russia: The Nuclear Factor” AQB)
The rapid withdrawal of nuclear weapons from East European countries and former Soviet republics, and massive reductions in the nuclear stockpile due to the implementation of the INF treaty, 1991 unilateral initiatives on tactical weapons, and retirement of obsolete warheads stressed Russia’s warhead transportation, storage, and dismantlement infrastructure and raised concerns about safety and security of nuclear warheads. The consolidation of nuclear warheads to approximately 80 locations within Russia was largely completed by 1994 and became a major security improvement. Security and safety of nuclear weapon shipments were facilitated by assistance from the United States and other western countries. The U.S. assistance, administered under the DOD-run Cooperative Threat Reduction (CTR) program, included the provision of nuclear weapon supercontainers, kevlar blankets to protect weapons from small-arms fire, and railcar upgrades.9 The CTR program continues working with the Russian Ministry of Defense to upgrade security of nuclear weapons in storage and in transit. Because of the weakness of the Russian economy and problems in the military (ranging from an epidemic of mental and emotional breakdowns of individual servicemen to widespread crime and corruption), however, the risk that a nuclear warhead(s) would be stolen or damaged remains. 

Russian economic collapse causes numerous impacts - including accidental nuclear use 
Oliker and Charlick-Paley, 2 (Olga and Tanya, RAND Corporation Project Air Force, www.rand.org/pubs/monograph_reports/MR1442/ AQB)

What challenges does today’s Russia pose for the U.S. Air Force and the U.S. military as a whole?  Certainly Russia cannot present even a fraction of the threat the Soviet monolith posed and for which the United States prepared for decades.  Yet, if certain negative trends continue, they may create a new set of dangers that can in some ways prove even more real, and therefore more frightening, than the far-off specter of Russian attack ever was. As a weak state, Russia shares some attributes with “failed” or “failing” states, which the academic literature agrees increase the likelihood of internal and interstate conflict and upheaval.  Tracing through the specifics of these processes in Russia reveals a great many additional dangers, both humanitarian and strategic.  Moscow’s efforts to reassert central control show that much control is already lost, perhaps irretrievably.  This is manifested both in center-periphery relations and in the increasing failure of law and order throughout the country, most clearly seen in the increasing institutionalization of corruption and crime. Although Russia’s weakened armed forces are unlikely, by temperament and history, to carry out a coup, real concerns exist that the forces may grow less inclined to go along with aspects of government policy, particularly if they are increasingly used as instruments of internal control as in Chechnya.  Moreover, the fact that the Russian military is unlikely to attempt to take power does not mean that it will not seek to increase its influence over policymaking and policy-makers.  The uncertainties of military command and control threaten the possibility of accidental (or intentional) nuclear weapon use, while deterioration in the civilian nuclear sector increases the risk of a tragic accident. Russia’s demographic trajectory of ill health and male mortality bodes ill for the nation’s ability to resolve its economic troubles (given an increasingly graying population) and creates concerns about its continued capacity to maintain a fighting force even at current levels of effectiveness. Finally, the fact that economic, political, and demographic declines affect parts of Russia very differently, combined with increased regional political autonomy over the course of Russian independence and continuing concerns about interethnic and interregional tension, creates a danger that locality and/or ethnicity could become rallying cries for internal conflict. While some might argue that Russia’s weakness, or even the potential for its eventual collapse, has little to do with the United States, the truth is that a range of U.S. interests is directly affected by Russia’s deterioration and the threats that it embodies.  The dangers of proliferation or use of nuclear or other weapons of mass destruction (WMD), heightened by Russian weakness, quite directly threaten the United States and its vital interests.  Organized crime in Russia is linked to a large and growing multinational network of criminal groups that threatens the United States and its economy both directly and through links with (and support of) global and local terrorist organizations.  Russia is also a major energy producer and a transit state for oil and gas from the Caspian at a time when the U.S. government has identified that region, and energy interests in general, as key to its national security.  Washington’s allies, closer to Russia physically, are not only the customers for much of this energy but are also the likely victims of any refugee flows, environmental crises, or potential flare-ups of violence that Russian decline may spur.  Finally, recent history suggests a strong possibility that the Untied States would play a role in seeking to alleviate a humanitarian crisis on or near Russian soil, whether it was caused by epidemic, war, or a nuclear/industrial catastrophe.
Accidents (2/2)

Extinction
Babst 2 (Dean, Coordinator of the Nuclear Age Peace Foundation's Accidental Nuclear War Studies Program, Feb, http://www.wagingpeace.org/articles/2000/02/00_babst_armageddon.htm)

Although international relations have changed drastically since the end of the Cold War, both Russia and the U.S. continue to keep the bulk of their nuclear missiles on high-level alert. The U.S. and Russia remain ready to fire a total of more than 5,000 nuclear weapons at each other within half an hour. These warheads, if used, could destroy humanity including those firing the missiles. A defense that destroys the defender makes no sense. Why then do Russia, the U.S., and other countries spend vast sums each year to maintain such defenses? Since 400 average size strategic nuclear weapons could destroy humanity, most of the 5,000 nuclear weapons that Russia and the U.S. have set for hair-trigger release, present the world with its greatest danger -- an enormous overkill, the potential for an accidental Armageddon. 
Civil War

Collapse of the Russian economy causes Rusisan breakup and secessionism 

Hale and Taagepera 2002 (Henry, Prof PoliSci Indiana and Rein, Political Scientist, “Russia: Consolidation or Collapse?” Europe-Asia Studies, Vol. 54 No. 7 AQB)
From the perspective of Russia's own history, then, Russia's survival looks to be overdetermined in light of comparisons with the USSR. But ethnic politics in the USSR once looked quite stable too, before conditions arose that put separatist dynamics into play. What kinds of conditions might turn the seemingly impossible into reality? In the Soviet case the immediate precipitating factor was a virtual collapse of central state institutions when the August 1991 coup failed and split the military at the same time that it confirmed fears in many republics that Russia could never fully be trusted. While a full analysis of such 'triggering' events is beyond the scope of this article, it is important to lay out some scenarios that could conceivably (though not probably) beset Russia in the foreseeable future. * Economic collapse. For one thing, one could conceive of a total economic collapse, far worse than the August 1998 crisis, perhaps involving sustained hyperinflation. If such a severe depression were to render the federal government virtually useless (or even harmful) to its citizens, this could trigger a combination of secession and state collapse as regions decide that they are better off trying to go it alone. 

Civil war in Russia would go nuclear 

David 99 (Steven R., Professor of Political Science at Johns Hopkins University, Foreign Affairs Jan 

Only three countries, in fact, meet both criteria: Mexico, Saudi Arabia, and Russia. Civil conflict in Mexico would produce waves of disorder that would spill into the United States, endangering the lives of hundreds of thousands of Americans, destroying a valuable export market, and sending a torrent of refugees northward. A rebellion in Saudi Arabia could destroy its ability to export oil, the oil on which the industrialized world depends. And internal war in Russia could devastate Europe and trigger the use of nuclear weapons. Of course, civil war in a cluster of other states could seriously harm American interests. These countries include Indonesia, Venezuela, the Philippines, Egypt, Turkey, Israel, and China. In none, however, are the stakes as high or the threat of war as imminent.  
Loose Nukes

Russian economic decline causes loose nukes

PBS 1 (“Frontline: Loose Nukes”,  2-1-01 http://www.pbs.org/wgbh/pages/frontline/shows/nukes/stuff/faqs.html, CT)   
Russia's economic collapse has also hindered action by the Russian government. Budget shortfalls have meant that many factory workers have their wages delayed for months. The nuclear complex has not been immune to such difficulties. In such an economic environment, the Russians don't have the money to fund the necessary safeguard improvements at their nuclear facilities by themselves. But working in partnership with the U.S., the initiatives to increase security in the Russian nuclear complex are steadily progressing. It is clear to observers that this work must continue and be carried out as quickly as possible.    

Nuclear terrorism 

Finlay 5 (Brian, Senior Associate at the Henry L. Stimson Center,  “The Race To Secure Russia’s Loose Nukes: Progress Since 9/11” , 9-15-05, http://www.stimson.org/books-reports/the-race-to-secure-russias-loose-nukes-progress-since-911/, CT)
Four years after a bipartisan Task Force recommended an acceleration of programs to secure Russia's vulnerable nuclear weapons and materials by 2009-2011, the United States has failed to dramatically hasten efforts. At the current rate, the United States may not reach that goal until 2020- 2030. Today, enough Russian bomb-grade material for tens of thousands of nuclear weapons remains potentially vulnerable to theft. With al Qaeda and other terrorist organizations having stated their intent to acquire a nuclear device, this potentially catastrophic synthesis of factors has led to realistic fears of a nuclear 9/11.
Nuclear terrorism – it’s the defining threat 
Allison 4 (Graham, Professor of Government @ Harvard University's Kennedy School of Government, “How to stop nuclear terror”, Feb. 2004, http://www.foreignaffairs.com/articles/59532/graham-allison/how-to-stop-nuclear-terror, CT)
 President George W. Bush has singled out terrorist nuclear attacks on the United States as the defining threat the nation will face in the foreseeable future. In addressing this specter, he has asserted that Americans' "highest priority is to keep terrorists from acquiring weapons of mass destruction." So far, however, his words have not been matched by deeds. The Bush administration has yet to develop a coherent strategy for combating the threat of nuclear terror. Although it has made progress on some fronts, Washington has failed to take scores of specific actions that would measurably reduce the risk to the country. Unless it changes course -- and fast -- a nuclear terrorist attack on the United States will be more likely than not in the decade ahead.  The administration's inaction is hard to understand. Its behavior demonstrates a failure to grasp a fundamental insight: nuclear terrorism is, in fact, preventable. It is a basic matter of physics: without fissile material, you can't have a nuclear bomb. No nuclear bomb, no nuclear terrorism. Moreover, fissile material can be kept out of the wrong hands. The technology for doing so already exists: Russia does not lose items from the Kremlin Armory, nor does the United States from Fort Knox. Nascent nukes should be kept just as secure. If they are, terrorists could still attempt to create new supplies, but doing so would require large facilities, which would be visible and vulnerable to attack.  Denying terrorists access to nuclear weapons and weapons-grade material is thus a challenge to nations' willpower and determination, not to their technical capabilities. Keeping these items safe will be a mammoth undertaking. But the strategy for doing so is clear. The solution would be to apply a new doctrine of "Three No's": no loose nukes, no new nascent nukes, and no new nuclear states.  
Iran (1/2)
Economic decline prompts weapons sales to Iran

Sestanovich 8 (Stephen, George F. Kennan Senior Fellow for Russian and Eurasian Studies, Nov. 25, http://www.cfr.org/economic-development/russia-global-economic-crisis/p17844?breadcrumb=%2Fpublication%2Fby_type%2Fregion_issue_brief AQB)

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.    
Nuclear War

Ferguson 6 (Niall, Prof History Harvard, Jan. 15, 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 
Iran (2/2)

<<Ferguson 6 Continued, No Text Deleted>>

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.  
Nuclear War
Economic collapse causes over reliance on nuclear arsenal 

Blair and Gaddy 99 (Bruce P.hD, President World Security Institute and Clifford, Economist specializing in Russia for the Brookings Institute, “Russia’s Aging War Machine Economic Weakness and the Nuclear Threat” Brookings Institute AQB)
But even a comprehensive nuclear stand-down falls short over the long run. As long as Russia remains mired in economic, political, and military despair, the nuclear threat will continue. Russia will not be able to reduce its reliance on nuclear weapons until it can afford an adequate conventional military force. It will not be able to ensure control over its nuclear weapons and materials until it has a strong state, one based on a healthy economy and a civil society. The West’s vital stakes in this process of nation-building have not diminished, despite all the failures and frustrations of the past decade. If any- thing, those stakes have grown—as have the cost and effort needed to stabilize and transform Russia. While the prevailing political climate in the United States is to disengage from Russia, we believe that it is time to think big. Because of the stakes involved for our future, the nuclear issue is a place to begin. Our logic is that because a drastic reduction of Russia’s nuclear arsenal is in our interest, we should be prepared to pay for it. In return for elimination of Russia’s surplus nuclear weapons, Washington should compensate Moscow. As part of the deal, the United States would reduce its arsenal proportionately, and both nations’ surplus weapons would be placed under international monitoring. As an initial offer, we could think about transferring to Russia a sum equal to the historical U.S. cost per nuclear bomb—$6 million—for each net unit reduction in the Russian arsenal. The saving that Washington would reap from the reduced burden of its own nuclear programs would be considerable, perhaps as much as $300 billion over a 20-year period. Russia will still need security assurances before it can reduce its reliance on its nuclear arsenal, and any grand bargain that promotes global nuclear safety as well as Russian economic revival would doubtless present a host of complications and obstacles, including the question of Russia’s will to undergo economic reform or how best to reform. But neither of these key issues can be addressed without a vision big enough to offer the hope of success. Since 1940, the United States has spent about $400 billion on nuclear bombs and an additional $5 trillion on delivery vehicles and the rest of its nuclear enterprise. Since the end of the Cold War, America’s wealth, measured in the stock value of its companies listed on the U.S. stock exchanges, has grown by upwards of $10 trillion. The United States and other prosperous nations can afford to consider a grander bargain with Russia than they have to date. Given the stakes and dangers, they cannot afford not to. 
This is the most likely scenario for conflict – economic weakness increase anti-western sentiment

Blair and Gaddy 99 (Bruce P.hD, President World Security Institute and Clifford, Economist specializing in Russia for the Brookings Institute, “Russia’s Aging War Machine Economic Weakness and the Nuclear Threat” Brookings Institute AQB)
As one officer’s wife put it in a television interview in late March, “We have to hope our neighbors continue to support us and the two boys. So far, they have all pitched in. Even the pensioners in our apartment building bring food and beg us to take it, saying that they know that we are worse off than they are.” Economic weakness is strengthening the anti-Western, antidemocratic, and antimarket reform trends in Russia today. It is also steadily eroding the military’s tradition of political neutrality. Although the military’s aversion to Bonapartism appears to remain intact, rising nationalism draws additional strength from its growing politicization. 
Terrorism

Russian economic decline causes nuclear war
Filger 9 (Sheldon, Staff Huffington http://www.globaleconomiccrisis.com/blog/archives/356 AQB)

In Russia historically, economic health and political stability are intertwined to a degree that is rarely encountered in other major industrialized economies. It was the economic stagnation of the former Soviet Union that led to its political downfall. Similarly, Medvedev and Putin, both intimately acquainted with their nation’s history, are unquestionably alarmed at the prospect that Russia’s economic crisis will endanger the nation’s political stability, achieved at great cost after years of chaos following the demise of the Soviet Union. Already, strikes and protests are occurring among rank and file workers facing unemployment or non-payment of their salaries. Recent polling demonstrates that the once supreme popularity ratings of Putin and Medvedev are eroding rapidly. Beyond the political elites are the financial oligarchs, who have been forced to deleverage, even unloading their yachts and executive jets in a desperate attempt to raise cash. Should the Russian economy deteriorate to the point where economic collapse is not out of the question, the impact will go far beyond the obvious accelerant such an outcome would be for the Global Economic Crisis. There is a geopolitical dimension that is even more relevant then the economic context. Despite its economic vulnerabilities and perceived decline from superpower status, Russia remains one of only two nations on earth with a nuclear arsenal of sufficient scope and capability to destroy the world as we know it. For that reason, it is not only President Medvedev and Prime Minister Putin who will be lying awake at nights over the prospect that a national economic crisis can transform itself into a virulent and destabilizing social and political upheaval. It just may be possible that U.S. President Barack Obama’s national security team has already briefed him about the consequences of a major economic meltdown in Russia for the peace of the world. After all, the most recent national intelligence estimates put out by the U.S. intelligence community have already concluded that the Global Economic Crisis represents the greatest national security threat to the United States, due to its facilitating political instability in the world. During the years Boris Yeltsin ruled Russia, security forces responsible for guarding the nation’s nuclear arsenal went without pay for months at a time, leading to fears that desperate personnel would illicitly sell nuclear weapons to terrorist organizations. If the current economic crisis in Russia were to deteriorate much further, how secure would the Russian nuclear arsenal remain? It may be that the financial impact of the Global Economic Crisis is its least dangerous consequence.
US Economy
US relies on Russian energy markets 

Pirog 7 (Robert Specialist in Energy Economics and Policy Resources, Science, and Industry Division   “Russian Oil and Gas Challenges”, 6-20-07 http://www.fas.org/sgp/crs/row/RL33212.pdf, CT) 
Given that the United States, as well as Russia, is a major energy producer and user, Russian energy trends and policies affect U.S. energy markets and economic welfare in general. An increase in Russia’s energy production and its ability to export that energy could ease the supply situation in energy markets in the Atlantic and Pacific Basins. On the other hand, the Russian government’s moves to take control of the country’s energy supplies may reduce the amount of oil available. Possibly, U.S. suppliers of oil and gas field equipment and services could increase sales and investment in Russia. However, while the investment climate in Russia had been considered to be improving, it arguably is now worsening, as investors complain that it is inhospitable with respect to factors such as poor property rights protection, burdensome tax laws, inefficient government bureaucracy, and a tendency to limit foreign investor participation. This report, which will be updated as events warrant, was originally written by Bernard A. Gelb, CRS Specialist in Industry Economics, retired. 

Russian econ collapse triggers US collapse

Cooper 9 (William, Specialist in International Trade and Finance, June 29 http://www.fas.org/sgp/crs/row/RL34512.pd AQB)

Russia’s economic prospects have direct and indirect implications for the United States. One way to measure the direct implications is by examining the status of U.S.-Russian economic ties. U.S.-Russian trade and investment flows have increased in the post-Cold War period reflecting the changed U.S.-Russian relationship. Many experts have suggested that the relationship could expand even further. U.S. imports from Russia have increased substantially, rising from $0.5 billion in 1992 to a peak of $26.8 billion in 2008. The large increase in U.S. imports reflects not so much an increase in the volume of trade but the rise in world prices of raw materials, particularly oil, that comprise the bulk of those imports (64% in 2008). U.S. exports have increased from $2.1 billion in 1992 peaking at $9.3 billion in 2008. Major U.S. exports to Russia consist of machinery, vehicles, and meat (mostly chicken).79 Despite the increase in bilateral trade, the United States and Russia still account for small shares of each others’ trade. In 2008, Russia accounted for about 0.7% of U.S. exports and 1.3% of U.S. imports. It was the 17th largest source of imports and 28th largest export market for the United States. The United States accounted for 3.4% of Russian exports and 5.4% of Russian imports. It was the fifth largest source of imports and 10th largest export market for Russia.80 According to Russian government data, by the end of 2008, the United States accounted for 3.3% of total accumulated foreign direct and portfolio investments in Russia and was the eighth largest source of foreign investment. However, the first three countries were Cyprus (21.5%), the Netherlands (17.5%), and Luxembourg (13.0%), suggesting that at least 50% of the investments night have been repatriated Russian funds.81 Russia and the United States have never been major economic partners, and it unlikely that the significance of bilateral trade will increase much in the near term. However, in some areas, such as agriculture, Russia has become an important market for U.S. exports. Russia is the largest foreign market for U.S. poultry. Furthermore, U.S. exports to Russia of energy exploration equipment and technology, as well as industrial and agricultural equipment, have increased as the dollar has declined in value. Russian demand for these products will likely grow as old equipment and technology need to be replaced and modernized. Russia’s significance as a supplier of U.S. imports will also likely remain small given the lack of international competitiveness of Russian production outside of oil, gas, and other natural resources. U.S.-Russian investment relations could grow tighter if Russia’s business climate improves; however, U.S. business concerns about the Russian government’s seemingly capricious intervention in energy and other sectors could dampen the enthusiasm of all but adventuresome investors. 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 and more recently with the 2008-2009 crisis. Promotion of economic stability in Russia has been a basis for U.S. support for Russia’s membership in international economic organizations, including the IMF, the World Bank, and the WTO. As a major oil producer and exporter, Russia influences world oil prices that affect U.S. consumers. The impact of Russian economic policies and prospects also plays a role in U.S. national security interests. For example, Russia is a major supplier of natural gas to many U.S. European allies. In 2006, Russia accounted for 20% of France’s, 25% of Italy’s, and 36% of Germany’s consumption of natural gas, making these allies possibly vulnerable to political pressure.82 On several occasions, most recently on January 1, 2009, Russia has temporarily shut-off gas supplies to Ukraine over a price dispute, and in so doing cut supplies to Europe. Although supplies were resumed two weeks later, the disruptions have affected European views of Russia as a reliable supplier of gas.83 Russia is also a primary supplier of natural gas to other former Soviet republics, providing it with potential political leverage. The United States has been promoting the construction of pipelines that by-pass Russia, thus decreasing Moscow’s monopoly control of Caspian and Central Asian energy flows. 
US-Russian Relations
Oil Exports are key to Russian relations, the US economy & cooperation on prolif

Jaffe 3 (Amy Myers, The James A. Baker III Institute for Public Policy of Rice University, Wallace Wilson Fellow for Energy Studies, “THE STRATEGIC AND GEOPOLITICAL IMPLICATIONS OF  RUSSIAN ENERGY SUPPLY”, Aug. 2003, http://www.rice.edu/energy/publications/docs/Jaffe_StrategicGeopoliticalImplicationsRussianEnergySupply.pdf, ct)  

Both the U.S. and Russia will benefit from rising Russian exports of  oil and natural gas to  global markets.  Higher Russian oil exports help create a more diversified, and therefore more  stable, international oil market, aiding the U.S. economy and American energy security.  In  fact, as Russia expands its export infrastructure, an increasing volume  of Russian oil will  probably make its way to U.S. shores, reducing the amount of oil the U.S. needs to buy from  the Middle East.    The U.S. market could be an important one for oil prolific Russia.  The consistent growth in  U.S. oil imports is an overwhelming factor in global oil markets.  U.S. net imports rose from  6.79 million barrels a day in 1991 to 10.2 million barrels a day in 2000. Global oil trade, that  is the amount of oil that is exported from  one country to another, rose from 33.3 million  barrels a day to 42.6 million b/d over that same period.  This means that America’s rising oil  imports alone have represented over one third of the increase in oil traded worldwide over the  past ten years.  In terms of the Organization of Petroleum Exporting Countries (OPEC), the  U.S. import market was even more significant –over 50% of OPEC’s output gains between  the years 1991 to 2000 wound up in the United States.  Current U.S. oil demand is about 20  million barrels day, of which close to 40% is produced domestically.  Russia will also be supplying more oil and gas to key U.S. allies like Japan, South Korea and  the European Union. Higher Russian oil and gas exports also strengthen the Russian  economy, reducing dependence on U.S. financial aid and helping make its democracy more  sustainable. It can even lower the costs to Russia of cooperating on nuclear proliferation  issues by shrinking the importance of military exports.  The gains for Russia to higher exports are even more obvious.  Russia is the world’s second  largest crude oil producer and petroleum exporter. Oil and gas account for 40-50% of total  Russian exports; 30% of fiscal revenues; and 13% of GDP.  Rising oil exports helped Russia The Strategic Geopolitical Implications  of Russian Energy Supply  register a $5 billion budget surplus in 2002 and strong GDP growth, between 4-10% in recent  years.  Oil diplomacy has helped Russia enhance its international stature and improve its relationships with key consumer countries such as the U.S., Japan, China and the EU. 

***Answers To***
A/T No Investors (1/2)
Investors will invest because new political stability and rising oil prices
Page 6 (Bill, analyst @ Deloitte & Touche, “ Prospects for foreign investment in the Russian oil & gas industry”, June 2006, http://www.euromoney-yearbooks.com/images/143/downloads/p37-43%20O&G%20-%20Russia.pdf) 
During the chaotic decade after the collapse of the USSR, Russia acquired a reputation as a difficult place to do business and accordingly many companies which had initially rushed to invest there, became extremely wary about country risk. This effect was compounded by falling oil prices. The greater political and regulatory stability brought by President Putin’s administration at the beginning of the present decade started to improve perceptions. Foreign interest in the Russian oil sector was also stimulated by rising oil prices and enthusiasm peaked in 2003 when TNK and BP announced their joint venture. Since then there has been a continuing stream of new investment, but at the same time there is a perception of increasing political intervention, for example with the Yukos affair and the recent controversy over the Sakhalin 2 project. Over the last three years oil prices have climbed to unprecedented heights and industry commentators have begun to focus more and more on the issue of ‘peak oil’. Opinions are divided on when the World will reach ‘Hubbert’s Peak’, and some believe that we have already passed that point. While we can not be certain about this we can be certain that hydrocarbons are a finite resource and it is clear that the rate of increase in proven reserves does not at present match the rate at which consumption is increasing. Conventional oil reserves in political stable locations (such as the US or UK) are in irreversible decline. The rapid emergence of China and India as major oil consumers will almost certainly continue and, baring a catastrophic global recession, one can see continuing upward pressure on oil prices over the next decade and increasing pressure on supply. This creates an environment in which hydrocarbon sources which were previously uneconomic (such as Canada’s oil sands), or unattractive because of perceived political risks (such as the former USSR), become the focus attention for the energy industry. These become even more important if one doubts the ability of major OPEC producers, particularly Saudi Arabia, to fill the widening gap between supply and demand.2 In this situation the international oil companies (IOCs) are facing serious challenges in replacing reserves and many are increasing M&A activity to supplement exploration and help fill the gap. Their non-OPEC supply has begun to decline and access to reserves in some OPEC countries is problematic. On top of this high prices have encouraged ‘energy nationalism’ in, for example, Bolivia and Venezuela and this is further squeezing the IOCs. 

A/T No Investors (2/2)
Russia has become more cooperative with investors 
Gelb 6 (Bernard A., Specialist in Industry Economics Resources, CRS Report for Congress, “Russian Oil and Gas Challenges”, 1-3-06, http://fpc.state.gov/documents/organization/58988.pdf) 

Central Asian countries have extensive energy ties to Russia stemming from the numerous transportation routes that go through Russia. Russia initially opposed western investment in Caspian Sea energy projects, insisted that oil from the region be transported through Russian territory to Black Sea ports, and argued for equal sharing of Caspian Sea oil and gas. But it has become more agreeable, and even cooperative with, western projects; and it has signed an agreement with Azerbaijan and Kazakhstan on Caspian seabed borders essentially based upon shore mileage. 

Russia removing limitations on foreign investments

The European Weekly 8 (“Reduction on limits to foreign investment”, 6-16-08, http://www.neurope.eu/articles/87794.php )
Russia announced a reduction of controversial limitations on foreign investment in strategic branches of the country’s economy at the St Petersburg International Economic Forum. Russia’s First Deputy Prime Minister Igor Shuvalov announced the reduction of Russian state involvement in “unnecessary” controls in economy. Under former president Vladimir Putin, more than 40 sectors of the economy - including aviation, nuclear and defence industries as well as airand seaports - were identified in which foreign businesses could invest only with state permission. These measures were considered by the West as hurdles to investment.

New law encourages foreign investors

Stott 8 (Michael, Reuters, “Russia tries to allay foreign investors' worries” 6-8-08, http://www.reuters.com/article/GCA-Russia/idUSL0824150820080608) 
Russian President Dmitry Medvedev pledged on Saturday to reinforce the rule of law and called for more foreign investment as part of a Kremlin drive to make Russia the world's number five economy by 2020."Our task is to create absolutely independent modern courts that comply with the country's economic development level," Medvedev told more than 80 chief executives of major global companies at Russia's top annual business forum. He also said that a recent law regulating foreign investment in strategic sectors was based on U.S. rules and should facilitate investment. Muhtar Kent, the COO of Coca-Cola Co, told reporters after the closed meeting at the St Petersburg Economic Forum that foreign executives were impressed by Medvedev's willingness to have an open dialogue on topics of interest to investors. Medvedev had stressed the need for Russia to become a more innovative economy, to be more energy-efficient and to invest in better education and science, Kent added. Kent said the CEOs had raised two issues with Medvedev: the need for Russia to improve its creaking, mostly Soviet-era infrastructure to avoid bottlenecks in growth and the need for a more transparent, improved legal system. Energy chief executives were very complimentary about a new law passed last month by Russia regulating foreign investment in strategic sectors of the economy because it set out for the first time clear and concise rules, he added.

A/T Diversify or Change / Oil Key

Oil is key to the Russian economy – diversifying the economy would be destabilizing economically and politically 

Gaddy 11 (Clifford G., economist specializing in Russia with a PhD @ Duke, Professor of Economics @ Duke & Georgetown, senior fellow @ Brookings Institute, “Will the Russian economy rid itself of its dependence on oil?”, 6-16-2011, http://en.rian.ru/valdai_op/20110616/164645377.html, CT)
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.
A/T Diversification / Reform Turn

Oil wealth precedes diversification – tension between oil and diversification solves reform

DNI 4 (Director of National Intelligence, “Eurasia 2020 

Global Trends 2020 Regional Report”, 4-25-4, http://www.dni.gov/nic/PDF_GIF_2020_Support/2004_04_25_papers/eurasia_summary.pdf, CT)

The key economic challenge facing Russia from now through 2020 is whether it can move beyond resource extraction and make the  necessary structural changes in order to diversify the economy, take advantage of Russia’s human capital, and become more integrated  into the world economy. The failure to diversify the economy could well lead to the petro-state phenomenon of underdevelopment, huge income inequality, capital flight, and social tensions. In this context, economic development and growth through 2020 are  integrally interlinked with effective governance structures.  This refers not so much to liberal democracy but to an efficient  bureaucracy, predictable and evenly enforced rules and regulations, the rule of law and other factors, such as tax policies, that can  stabilize the business climate in the country and allow for an alternative to resource-dependent economic growth. Reforms in these  areas can encourage foreign direct investment outside of the energy sector and allow Russia to take greater advantage of its proximity  to Europe and Asia. Reform of state structures, rather than state-directed economic strategies, is likely to lead to economic  diversification, long-term growth, and higher standards of living. Cooperation with other world regions, such as Europe and Asia,  could allow Russia to take advantage of natural strengths it has in certain areas of science and technology and help its economic  profile to grow beyond natural resources and arms sales.  While resource wealth is sometimes seen as a potential impediment to  structural reform, the view of participants was that given the time frame of this study, the relatively weak economic position in which  Russia currently finds itself, and Russia’s current political and social structures, reasonably high commodity prices are important  preconditions for structural reform. Reform is far more likely to occur over the next 15 years under conditions of relative prosperity  than as a response to a resource shock. The collapse of commodity prices and the accompanying economic dislocation it would cause  could severely hinder economic diversification and growth, and could gut the emerging middle class. It could also turn the population,  which is adapting to current conditions, away from the free market and its vagaries. Conversely, the steadily growing middle and  entrepreneurial classes, and the emergence of highly skilled business managers, which are in part a byproduct of current conditions,  are likely, over time, to make demands on government that will facilitate diversification and create a foundation for long-term growth.  In other words, tensions between resource-based industries and other sectors (the Military Industrial Complex, the IT sector etc.) can  drive needed reforms.   
Petro dollars are key to facilitate diversification

Kuchins 7 (Andrew, senior fellow and director of the CSIS Russia and Eurasia Program, “Alternative Futures for 

Russia to 2017”,  Nov. 2007,  http://www.csis.org/media/csis/pubs/071214-russia_2017-web.pdf )

But while diversification of the Russian economy is taking place, much still depends on the trickle-down effect of petro-dollars. In  recent years, an avalanche of money from oil and gas exports has hit the Russian economy, bringing about a virtual macroeconomic  revolution. Since Putin became president seven years ago, Russian foreign currency reserves have increased by a factor of 20 to more  than $430 billion, or approximately 40 percent of GDP. An oil stabilization fund, modeled on Norway’s, was established in 2004, and  it has reached a level of more than $130 billion or 10 percent of GDP (although there are questions about oversight of the funds).  Budget surpluses are riding at more than 7 percent of GDP. GDP has been growing at 7 percent per year, but if you account for ruble  appreciation and calculate in nominal dollar figures, the annual rate of GDP growth is closer to 25 percent. This extraordinary pace  will slow as the ruble reaches full value, but if nominal dollar GDP growth continues at a 15 percent rate over the next 10 years, we  will be looking at an economy of nearly $5 trillion in 2017. It is not only entirely possible, but likely, that Russia will be the largest  economy in Europe by 2017. 

A/T Diversification Turn (1/2)

Russia is already industrialized – means the turn doesn’t apply

Treisman 10 (Daniel, PhD in Gov. @ Harvard, Professor of Poli Sci @ USC, Journal of International Affair,  Vol. 63, No. 2, page 85-102  “Rethinking Russia : Is Russia Cursed by Oil?” Spring/Summer 2010,  http://jia.sipa.columbia.edu/russia-cursed-oil, CT) 
Another influential tradition of thought argues that democratization tends to occur only after societies are transformed by modernization. The idea is that the spread of education, industrialization, urbanization, occupational specialization, and modern mass media often prompt new popular demands for government accountability. Accordingly, if countries grow rich by extracting oil or other minerals, it is argued the social changes associated with modernization in Western Europe and North America may not take place. Minerals can be extracted in enclaves, often staffed by foreigners, while the surrounding society remains predominantly traditional.  Whether such social transformations are necessary or sufficient conditions for democratization is debatable. The Soviet Union was able to industrialize without prompting any mass demands for democracy before the Gorbachev years.31 Regardless, the argument that resource wealth prevents industrialization does not apply well to countries that were already industrialized when they discovered oil or when the oil boom of the 1970s occurred, creating massive rents for petroleum producers. Oil-rich states began from very different starting points. In the Persian Gulf and North Africa, many were tribal communities of farmers, nomads, traders, or pearl divers when the oil industry first developed. Others, by contrast, were highly industrialized and urbanized with educated populations and extensive mass media. Norway and Denmark, for instance, were already stable, industrialized democracies by the 1970s when North Sea oil came on line. As noted, such countries have shown no signs of sliding into autocracy as oil revenues have grown. Similarly, the prior industrialization of many Latin American countries may help explain why petroleum wealth there did not impede democratization.  In this regard, Russia looks like one of the oil producers least likely to fall victim to the curse. Although just a middle-income country, Russia was even more industrialized than many of the Latin American mineral-rich states when oil prices first spiked. Developed in the distinctive Soviet manner, it has rates of educational and scientific achievement more comparable to those of developed countries (see Table 3). Along with the other oil producers in the former Soviet Union, it has an unusually high rate of female labor participation. Maintaining political control over a literate, highly educated population rich in scientists, where women are integrated into the workforce, is bound to be more challenging than imposing an authoritarian regime on traditional communities of farmers and local traders. 
High Oil prices spill over to other technologies – leads to economic growth and diversification

Bentley 8 (Ed, staff writer @ Moscow News, Moscow News, “Russia’s Roaring Economy not out of the Forest”, 6-6-08, http://www.themoscownews.com/business/20080606/55331949.html, CT)
The rising price of energy products appears extremely beneficial for Russia's economy. The revenue from exports is already massive  and this has helped fuel growth in the last eight years. Any further increase will certainly be an opportunity but could also present  serious challenges. Russia has been accused of being dependent upon its natural resources for growth. The World Bank and IMF claim  that the energy sector makes up approximately twenty percent of GDP. The economy is therefore vulnerable to changes in this sector,  although an oil price decrease looks unlikely, and the government has recognized the necessity of diversification. "The focus of  economic policies..." said the Russian Ambassador to the EU, Vladimir Chizhov, when speaking to EurActiv the day before  Medvedev's inauguration, "is to decrease the reliance on oil and gas exports and to use the money accumulated thanks to the high  world prices to stimulate the development of other sectors, primarily the innovation sectors, nanotechnologies, high-tech, also improving the infrastructure, including transport infrastructure." Diversification of the technological sector would help to modernize  the economy and lead to massive productivity increases. Nano-technologies have been cited as one of Russia's key market  opportunities in the next 10 years. 
A/T Diversification Turn (2/2)

Oil is key to the economy – it’s the prerequisite to diversification which is key to the economy

Bentley 8 (Ed, staff writer @ Moscow News, Moscow News, “Russia’s Roaring Economy not out of the Forest”, 6-6-08, http://www.themoscownews.com/business/20080606/55331949.html, CT)
Last year, GDP increased by 8.1 percent, marking an eighth straight year of economic growth. GDP has increased by an average of 7.8 percent a year since 2000, making Russia significantly richer than when Putin assumed office. The IMF predicts that economic growth will remain over 5 percent a year until 2013. However, Russia's GDP per capita of $9,075 is still significantly below that of other G8 nations. Both the U.S. and the U.K. have a GDP per capita of approximately $45,000 and this is set to rise to $55,723 in the U.S. by 2013, according to IMF data. The IMF estimates that GDP per capita in Russia will be $25,090 in 2013. Presently, Russians are less wealthy than their G8 counterparts. Prospects Until 2020 Due to energy prices the Russian economy is in a position with significant potential. Eight years of impressive growth are likely to continue into the future and Russia will begin to catch up with other countries according to IMF predictions. However, for the long term success and stability of the economy, two significant challenges must be overcome. Lowering inflation would create a stable economy which would encourage investment and fuel future growth. Furthermore, diversification is needed to ensure long term growth and protect against shocks in the energy market. As Chizhov suggested, developing high tech industries would allow for substantial growths in GDP and productivity, extending beyond 2020.  
A/T Democracy Turn (1/3)
No risk of an impact – oil price will never determine the political structure of Russia 

Treisman 10 (Daniel, PhD in Gov. @ Harvard, Professor of Poli Sci @ USC, Journal of International Affair,  Vol. 63, No. 2, page 85-102  “Rethinking Russia : Is Russia Cursed by Oil?” Spring/Summer 2010,  http://jia.sipa.columbia.edu/russia-cursed-oil, CT) 
Russia is often presented as a classic example of the so-called “Resource Curse”­-the argument that natural resource wealth tends to undermine democracy. Given high oil prices, some observers see the country as virtually condemned to authoritarian government for the foreseeable future. Reexamining various data, I show that such fears are exaggerated. Russia is often thought to be a classic case of the resource curse—the idea that natural resource wealth tends to impair democratic development.1 Some see the country as doomed to authoritarian politics by its enormous endowments of oil and gas. “Russia’s future will be defined as much by the geology of its subsoil as by the ideology of its leaders,” writes Moisés Naím, editor-in-chief of Foreign Policy magazine and former trade and industry minister of petroleum-rich Venezuela. “A lot of oil combined with weak public institutions produces poverty, inequality, and corruption. It also undermines democracy.”2 New York Times columnist Thomas Friedman sees a close relationship between world commodity prices and the extent of liberty in resource-rich states: a higher oil price means less freedom. Friedman suggests that Russia, from Gorbachev to Putin, fits this relationship perfectly.3  This view is immediately plausible. There is no question that oil and gas have been at the core of Russia’s political economy in recent decades. The plunge in petroleum prices in the 1980s helped create the economic crisis that the former Soviet governments failed to overcome.4 Surging commodity prices after 1998 coincided with the re-centralization of power under Putin, the reassertion of Kremlin control over national television, the spread of credible reports of electoral fraud, and the harassment of independent social and political organizations. The leading state-controlled oil and gas companies even served as the regime’s favored tool for chipping away at civic freedoms. Kremlin-controlled gas monopoly Gazprom, using a mixture of business maneuvers and administrative muscle, took over previously critical media outlets. State-owned oil company Rosneft swallowed assets owned by the oligarch Mikhail Khodorokovsky, who had been funding political opposition and civil society groups.  Arguments that seem to fit so well, however, deserve particular scrutiny. Were oil and gas—and the fluctuations in their prices—as central to determining the course of political development in Russia as advocates of this view suggest? If so, by what pathways did the resource curse operate? Is Russia condemned to endure authoritarian government—in the worst case, to degenerate into the kind of oil-fueled autocracy characteristic of the Persian Gulf? This paper briefly examines the evidence for the resource curse worldwide and uses cross-national experience to gauge the likely effect of resource wealth on political institutions in Russia.  The evidence is consistent with the claim that Russia would be somewhat more democratic if it had no oil or gas. International comparisons, however, suggest that very little of the variation in Russia’s political regime since 1985 can be attributed to changes in its oil and gas income or reserves. When studied systematically, cross-national data imply that for countries with an established petroleum industry like Russia, even large gyrations in oil revenues have a relatively minor impact. Based on this experience, there is little reason to fear that petroleum wealth will cause Russia to sink deep into autocracy even if oil prices rise to unprecedented heights. 
A/T Democracy Turn (2/3)

Turn - Russia is like Latin American countries - the more oil wealth the more democratic 

Treisman 10 (Daniel, PhD in Gov. @ Harvard, Professor of Poli Sci @ USC, Journal of International Affair,  Vol. 63, No. 2, page 85-102  “Rethinking Russia : Is Russia Cursed by Oil?” Spring/Summer 2010,  http://jia.sipa.columbia.edu/russia-cursed-oil, CT) 
In the last decade, scholars have used statistical methods to test the hypothesis that oil and gas wealth is inimical to democracy. Most believe there is evidence of a statistically significant relationship, although there are some dissenters.5 At the same time, recognition has been growing that the effects of oil can be quite different in different types of countries and in different periods.  Figure 1 plots the political regimes of the world’s thirty-two largest oil and gas producers from 2000 to 2005, including all countries having an average annual output of oil and gas worth at least $400 per capita at world prices.6 To classify the countries’ political regimes, the ratings of the Polity IV dataset (September 2009 revision), compiled by a team under Monty Marshall and Keith Jaggers at George Mason University, have been used. The 21-point scale runs from -10 to +10. Scores of -10 to -6 represent autocracies and scores of 6 to 10 represent democracies.7  A first point to note is the great variation in regime types among the major oil producers. Their political systems range from consolidated autocracies (e.g. Saudi Arabia and Qatar) to consolidated democracies (e.g. Norway and Trinidad and Tobago). Moreover, the pattern looks anything but random. With one exception, the countries fall naturally into four groups. First, there are the highly industrialized countries in Western Europe, North America, and Oceania. Major oil producers in this category such as Norway, Canada, and Denmark are stable liberal democracies. Research confirms that they are not subject to any resource curse.8 Second, there are the oil-rich states of Latin America such as Venezuela, Mexico, and Trinidad and Tobago. These are also classified by Polity as democracies, although some are closer to the category’s bottom edge. As Thad Dunning has shown, not only is there no evidence of a resource curse in Latin America, there appears to be a resource blessing. The oil-rich countries in that region have actually been more democratic on average than their peers. Dictatorships in Latin America that had oil were more likely to democratize than those that did not.9   The third group consists of oil-producers in sub-Saharan Africa, which are found between -6 and -2 on the 21-point scale, classifying them as intermediate regimes just above the range of autocracy. In this region, scholars have found evidence that greater resource dependence renders democracies more vulnerable.10 Fourth, there are the countries of the Muslim world. It is striking that all the countries at the bottom of Figure 1 have large Muslim communities. (The converse is not true: some Muslim oil producers like Malaysia are closer to democracy than dictatorship.) Indeed, among the major oil producers, the only ones that Polity classified as autocracies, with scores of -6 or lower, were countries in which Muslim adherents made up more than three quarters of the population. Of course, this is merely an observation about the pattern rather than a claim about causality. Some evidence presented below suggests that once all the differences among countries are taken into account, the effects of oil and gas are just as strong in non-Muslim-majority countries as in Muslim-majority ones.  Finally, there is the one country that does not belong in any of these groups—Russia—which, in Figure 1, appears to be grouped with Latin America. 

Only poor countries are affected

Treisman 10 (Daniel, PhD in Gov. @ Harvard, Professor of Poli Sci @ USC, Journal of International Affair,  Vol. 63, No. 2, page 85-102  “Rethinking Russia : Is Russia Cursed by Oil?” Spring/Summer 2010,  http://jia.sipa.columbia.edu/russia-cursed-oil, CT) 
When looking at the full period and controlling for country characteristics, it is only among very poor countries that oil and gas income correlates over time with less democracy. If one looks also at the cross-country variation, however, the strongest correlation is among countries at intermediate levels of development (GDP per capita at PPP between $5,000 and $15,000). Political scientist Michael Ross has noted that the relationship between resource wealth and less democracy does not appear in data from before the early 1980s. Up to that point, oil and gas did not appear to have any negative effect. It was in the so-called Third Wave of democracy, which culminated in the Eastern European transition from communism, that major oil producers started to stand out by democratizing less than their oil-poor neighbors. The regressions in Table 1 confirm this. In the fixed effects regressions, there is no effect of oil in the period before 1985, and in the random effects models the earlier effect is weaker (models 7, 8, 16, and 17).  The impact of oil at different income levels also appears to change after 1985. In the later period, it was the countries at intermediate income levels that showed the strongest effect of petroleum wealth. A final pair of models (9 and 18) include only those countries with intermediate income levels in the post-1985 period. These models show that the largest estimated effects of oil and gas income on democracy were found by experimenting with different specifications.

A/T Democracy Turn (3/3)

No impact and models fail 

Treisman 10 (Daniel, PhD in Gov. @ Harvard, Professor of Poli Sci @ USC, Journal of International Affair,  Vol. 63, No. 2, page 85-102  “Rethinking Russia : Is Russia Cursed by Oil?” Spring/Summer 2010,  http://jia.sipa.columbia.edu/russia-cursed-oil, CT) 
Clearly, if the experience of other countries is a guide, the ups and downs of Russia’s petroleum income can explain at most a small fraction of the changes in its political regime over the last twenty-five years. This, too, is consistent with what previous research has shown about the resource curse. As Ross pointed out in a seminal article in 2001, the marginal effect of oil on the political regime falls sharply as the amount of oil produced increases.13 This is captured here by the modeling of the oil effect in logs. In models with the oil and gas income variable not logged (not shown here), this variable has a perversely positive coefficient in the fixed effects basic model and is marginally significant. It is significantly negative in the random effects models but here too, the implied effect is small. In a version of model 10 with oil and gas income not logged, the estimated coefficient implies that the increase in oil and gas income between 1998 and 2006 should have reduced Russia’s Polity score by just 0.2 points.

Oil wealth improves citizens rights – Qatar proves

Treisman 10 (Daniel, PhD in Gov. @ Harvard, Professor of Poli Sci @ USC, Journal of International Affair,  Vol. 63, No. 2, page 85-102  “Rethinking Russia : Is Russia Cursed by Oil?” Spring/Summer 2010,  http://jia.sipa.columbia.edu/russia-cursed-oil, CT) 
The apparently limited impact of oil on politics in Russia makes sense when one considers the various mechanisms by which scholars have argued that natural resource wealth blocks or erodes democracy. It is hard to find much evidence of these mechanisms at work in Russia. There are five main arguments.  Fiscal bargains  The argument that has found the most support is that large mineral endowments obviate the need for rulers to come to agreement with their subjects over fiscal issues. Democracy developed in Europe, according to one popular view, because rulers were forced to grant representation to at least some classes of the population in return for taxation. By contrast, in resource-rich states, rulers can live as rentiers, spending their revenues from the sale of minerals rather than relying on taxes.  This fits the situation in the Persian Gulf where the burden of taxation is unusually low. In Bahrain, tax revenues make up just 4 to 5 percent of GDP; in Kuwait, they come to about 1 percent.17 Qatar has no personal income tax, no personal property tax, and no value-added or sales tax. Despite not paying much tax at all, the country’s population receives a remarkable set of benefits from the state—from free education, healthcare, and telephone service to guaranteed jobs in the civil service upon graduation from high school, housing allowances, and free plots of land.18 Overwhelmed with royal largesse, most Qataris have been reluctant to campaign for political rights.  The rentier argument assumes that there are sufficient rents to keep the public at bay, yet oil states differ greatly in how large their oil revenues are in per capita terms. In Qatar and its Persian Gulf neighbors, the amounts are truly astounding. If the value of oil and gas produced in 2006 had been shared among all Qataris, each would have received $45,000.19 The government could have financed all its expenditures for two years with its annual revenues from exports of oil and gas.20 In many other oil states, however, the take is far more modest. In Malaysia, for instance, the country’s total income from oil and gas valued at world prices came to only $1,300 per capita in 2006 (see Figure 1). In the oil-rich sultanate of Brunei, fuel exports in 2006 came to 64 percent of GDP. In Malaysia, they were 14 percent (see Table 2). The political consequences of $45,000 a year per capita in oil income are bound to be different from those of $1,000 a year. 
A/T Repression

No impact – oil does not necessitate repression of the population

Treisman 10 (Daniel, PhD in Gov. @ Harvard, Professor of Poli Sci @ USC, Journal of International Affair,  Vol. 63, No. 2, page 85-102  “Rethinking Russia : Is Russia Cursed by Oil?” Spring/Summer 2010,  http://jia.sipa.columbia.edu/russia-cursed-oil, CT) 
A second argument is that revenues from oil and gas enable governments to repress their populations. Mineral rents provide the cash to hire more policemen, train security services, and monitor citizens with high technology equipment. The huge stakes involved might also make incumbents more determined to use violence to crush political opposition.  Ross examined this, using the annual frequencies of torture, extrajudicial killings, political imprisonment, and disappearances attributable to the government as a measure of repression, as collected from U.S. State Department human rights reports by Cingranelli and Richards.29 He found that in controlling for regime type, oil producers were no more repressive than non-oil producers.30 
A/T Oil not Stable

Oil is stable – it lasts for 500 years and is over 30 percent of the Russian economy

Suni 7 (Paavo, Economics Proffessor and researcher @ ETLA, THE RESEARCH INSTITUTE OF THE FINNISH ECONOMY “OIL PRICES AND THE RUSSIAN ECONOMY:  Some Simulation Studies with NiGEM”, 16-4-07, http://www.etla.fi/files/1783_Dp1088.pdf , CT) 

Russia is a major exporter of energy commodities. Its share in world oil exports was around  14 per cent in 2005. In 2006 both Russian production and exports outstripped the formerly  largest producer’s production  and exports. This made Russia for a while the largest oil exporter and producer in the world. In the long term this cannot continue, because Russia’s  share in known global oil reserves is relatively small (see Figure 1). Russia’s role as a key energy producer will continue, however, as its reserves of coal and gas are very large in international comparison.  According to British Petroleum (2006), the size of Russia’s oil inventories will only last 21  years with its own production rate in 2005. On the other hand, Russia’s coal reserves will last  over 500 years and its natural gas reserves 80 years. This measurement is not accurate, however. It overestimates the reserves because both production and consumption tend to rise in  time. On the other hand, new discoveries, technological advances and especially higher prices  will probably raise the reserve estimates as the (proven) reserves are a function of the prices.  After the late 1980s, the global oil reserves relative to production have been quite stable instead of declining. (See also Suni, 2007.) The share of oil and other energy production in Russia’s total GDP is difficult to estimate.  The official statistics tend to  underestimate the share. According to Russian statistics, the  share of the fuel industry 3  is some 5.5 per cent of Russia’s GDP. According to the GTAP database, fuel industry (i.e. coal, oil, gas and other minerals) accounted for 19 per cent of Russia’s GDP at basic prices in 2001 when measured as a share in factor income by sectors. According to World Bank (2004, 2005), the share of oil and gas in Russia’s GDP in 2002 was 25  per cent. According to the Russian government, as quoted by Juurikkala and Ollus (2006), the  energy sector accounted for 30 per cent of the Russian GDP in 2005.  
 ‘

A/T Dutch Disease / Oil Crowds Out
No link – Oil is not exclusive because it helps the rest of the economy too 

Dashevsky 11 (Steven, CFA @ Baruch College NYU, Senior economic analyst @ Aton, Managing Director of Dashevsky & Partners, “The Russian economy and its oil”, 5-24-11, http://rt.com/business/news/russia-economy-oil-rpice/, CT)

There are elements of Dutch disease, so I think not all the symptoms are here because the oil industry is not, Dutch disease happens when one industry, in this case oil and gas industry, really begins to crowd out investment and jobs and becomes the centre of everything, so the rest of the economy kind of dies.In the Russian case, it’s a little bit different because a lot of the money that flows into the country, via the oil and gas sector, subsequently flows further into the economy. So the impact from the oil and gas sector for example, on the currency is not what it used to be.So, yeah, if the oil prices are high it gets stronger, but it’s not dramatically stronger, and I think the economy is becoming, in relative terms, it is getting better if oil prices are high, instead of getting worse. Dutch disease really happens if there is one sector that is doing well and it drains resources from all the other sectors.In Russia’s case when oil prices are high, all sectors are enjoying it because it trickles down to the entire economy.So I think there are certain elements of it, but I don’t think Russia has Dutch disease, and whatever people say, fortunately if oil prices are high it is good for Russia, and it is good for Russia as a whole, not just for Russian oil companies.”
Russia is different – it can avoid the resource curse 

Gilman 8 (Martin, senior representative @ IMF Russia, professor at the Hig her School of Economics @ Moscow., http://www.times.spb.ru/index.php?action_id=2&story_id=26292)

Russia’s leaders are well aware of the poor track record of oil and other commodity producers in squandering their natural wealth  inheritance on wasteful spending, white-elephant projects and corruption. Good examples of this phenomenon include Gabon, Iraq, Libya, Nigeria, Venezuela and Zambia. These countries have all gambled their future on the hope that high commodity prices would  continue for the foreseeable future. The problem is that they rarely do.Russia has done well so far in avoiding this infamous “resource  curse.” The budget surpluses, the reserve fund, a three-year rolling budget for planning purposes, the analytical use of a non-oil budget  and its high external reserves underscore its commitment to maintaining a prudent stance. Moreover, with a booming economy,  medium-term prospects are favorable. Relative to most other countries, Russia is in an enviable position. For Russia, oil is not a curse.  But it does certainly complicate life.    

A/T Corruption 
Corruption doesn’t affect economic growth
Vardy 8 (Nicholas, writer @ Seeking Alpha, “Busted: 6 Economic Myths,”5-26-08, http://seekingalpha.com/article/82827-busted-6-economic-myths)

Myth: Russia's kleptocracy and gangster politics have crippled Russia's economy, leaving it in tatters. Investors in Russia have suffered from  the government's willy-nilly investment and expropriation policies. That's why Warren Buffett, Jim Rogers, and George Soros refuse to  touch the place Reality: Russia presents a conundrum for the Western good guys. Yes, it is a kleptocracy and a handful of Western  investors and Russian companies have been shafted in a high profile way. But thanks largely to the soaring price of oil, the Russian  economy has exploded, growing at 9.5% in Q4 of last year and 8.5% in Q1 of 2008. That means that it is nipping at the heels of India, and  is hot on the trails of China in the economic growth sweepstakes. Among the BRICs, Russia has been by far the best investment during the  past decade or so, with investors clocking 60x returns since the Russian market bottomed in October 1998. Russia is also one of the top  markets in the world this year. And here's a factoid that warms the Russian heart: Moscow now boasts a larger number of billionaires than  New York or London.

Russia is different – it can avoid the resource curse 
Gilman 8 (Martin, senior representative @ IMF Russia, professor at the Hig her School of Economics @ Moscow., http://www.times.spb.ru/index.php?action_id=2&story_id=26292)
Russia’s leaders are well aware of the poor track record of oil and other commodity producers in squandering their natural wealth  inheritance on wasteful spending, white-elephant projects and corruption. Good examples of this phenomenon include Gabon, Iraq, Libya, Nigeria, Venezuela and Zambia. These countries have all gambled their future on the hope that high commodity prices would  continue for the foreseeable future. The problem is that they rarely do.Russia has done well so far in avoiding this infamous “resource  curse.” The budget surpluses, the reserve fund, a three-year rolling budget for planning purposes, the analytical use of a non-oil budget  and its high external reserves underscore its commitment to maintaining a prudent stance. Moreover, with a booming economy,  medium-term prospects are favorable. Relative to most other countries, Russia is in an enviable position. For Russia, oil is not a curse.  But it does certainly complicate life.    
***AFF***
Oil Price Decreasing

Oil prices decreasing – the economy is slowing down 

Megan 11( Writer @ Omgwire, “Oil Prices Finally Going Down” 5-5-11, http://omgwire.com/2011/05/05/oil-prices-finally-going-down/, ) 

 Oil prices plunged as much as 7% Thursday as weak economic data and a strengthening dollar drove crude sharply lower.  The main U.S. oil contract for June delivery were down $6, or 6%, to $103.25 a barrel midday. Brent crude, the European benchmark, fell $6.60 to $114.59 a barrel.  The broad underlying fear is that the U.S. economy is slowing down, and traders have a slew of data to back that theory.  On Thursday, a government report showed the number of people filing first-time unemployment claims surged to 474,000 in the latest week — its highest total in 8 months. That means less demand… 

Russian Econ Shrinking (1/3)
The Russian economy is failing – growth, investors, domestic income, and the oil link which makes up 90% Russia’s economy is gone 

Abelsky & Arkhipov 11 (Paul and Ilya, Bloomberg, “Russian Economic Growth Rate Falls to 4.1% on Outflows, Missing Estimates” 5-16-11, http://www.bloomberg.com/news/2011-05-16/russian-economic-growth-rate-falls-to-4-1-on-outflows-missing-estimates.html, CT)

Russia’s economic growth slowed in the first quarter as corporate investment stagnated and the biggest quarterly gain in oil prices for two years failed to offset $21.3 billion of capital outflows. Gross domestic product rose 4.1 percent from a year earlier after increasing 4.5 percent in the previous three months. The median estimate in a Bloomberg survey of 15 economists was 4.2 percent. The Economy Ministry estimated growth at 4.5 percent, and Prime Minister Vladimir Putin put it at 4.4 percent. President Dmitry Medvedev, whose term ends next year, seeks to boost growth to 10 percent within five years to match the pace of the fastest-growing developing economies. Capital flight and slowing domestic demand restrained economic output even as commodity prices rose, stoked by unrest in the Middle East, which produces about 35 percent of the world’s oil. “The GDP number is surprisingly poor and reflects, in our opinion, the diminishing link between oil prices and Russian economic growth,” Tatiana Orlova, an economist at Nomura Holdings Inc. in London, said by e-mail. The 30-stock Micex Index was little changed after the report, trading at 1620.04 as of 5:46 p.m. in Moscow, down 0.8 percent for the day. The ruble weakened 0.8 percent to 28.1625 per dollar and gained 0.2 percent to 39.8300 against the euro. Net capital outflows totaled $21.3 billion in the first quarter and $38.3 billion in 2010, more than the central bank’s forecast of $22 billion. That compared with $56.9 billion a year earlier, central bank data show. The country last had a net inflow in 2007, when it reached $81.7 billion. ‘Political Uncertainty’ Political uncertainty before parliamentary elections in December and a presidential poll next year are spurring capital flight, German Gref, chief executive officer at OAO Sberbank, the nation’s largest lender, said in an April 15 interview. “Persistent” outflows affect growth “via very weak fixed investment,” Orlova said. “In the atmosphere of political uncertainty, profits are repatriated and invested into assets abroad rather than into domestic production.” Brent crude, the grade that underpins prices for Russia’s Urals blend, gained 24 percent in the first quarter. Oil at more than $100 a barrel is no longer stoking Russia’s economy, the slowest-growing among the so-called BRIC nations. Finance Minister Alexei Kudrin said April 21 that oil has “exhausted its potential” to serve as a “locomotive for growth” in the world’s biggest energy exporter. ‘Sluggish Recovery’ Medvedev, 45, is seeking foreign investors for projects such as a technology hub outside Moscow as he campaigns to diversify Russia’s economy and reduce the country’s “humiliating” dependence on oil and natural gas revenues. The price of Urals has fallen $12.70 a barrel since peaking at $122.88 on April 8, further threatening the recovery. It fell 1.8 percent to $109.28 at 10:51 a.m. in London. Russia’s budget revenue falls by 62 billion rubles ($2.2 billion), or about 1.5 percent of GDP, for every $10 drop in the oil price, the International Monetary Fund said in a May 12 report. “Russia has experienced only a sluggish recovery from the recession thus far,” the IMF said in the report, estimating that GDP will grow 4.8 percent this year. Outflows of capital “likely reflected investors’ renewed focus, in the wake of the crisis, on the lack of progress in addressing the economy’s fundamental underlying problems.” The faltering expansion hampered first-quarter output of steelmakers including OAO Novolipetsk Steel and OAO Severstal. OAO Magnit, Russia’s largest food retailer by market value, saw profit decline 7.5 percent in the period on higher fuel costs. ‘Rouse the Economy’ Real wages fell for the first time in 16 months in March and disposable income dropped 3.4 percent, compared with a 0.6 percent decline in February. Fixed-capital investment shrank in the first three months of the year after 10 consecutive monthly gains. “It’s very difficult to rouse the economy after the credit crunch,” Nikolai Kashcheev, head of research at the treasury department of Moscow-based OAO Sberbank, Russia’s biggest lender, said in an interview before GDP report. “The banking system is building up reserves and remains very selective when it comes to lending, favoring the most reliable borrowers.” The economy grew 4 percent last year after shrinking 7.8 percent in 2009. The Economy Ministry expects GDP to rise 4.2 percent this year before the expansion slows to 3.5 percent in 2012. Growth averaged almost 7 percent from 1999 to 2008. Cargo Volumes Rail cargo turnover indicates the economy trails the pre- crisis level by “slightly more than” 10 percentage points, OAO Russian Railways Chief Executive Officer Vladimir Yakunin said April 25 in an interview in Moscow. Rail shipments are seen as a proxy for changes in output because railroads carry about 85 percent of the nation’s cargo, excluding products transported by pipeline, according to VTB Capital. Metals and energy make up about 84 percent of exports from Russia, the world’s largest oil producer and the biggest exporter of natural gas, nickel and palladium. Energy sales contribute almost half of Russia’s budget revenue. 

Russian Econ Shrinking (2/3)
The Russian economy is failing – inflation, growth, manufacturing, lack of energy stimulus, oil doesn’t boost the economy any more gone 
Kelly 11 (Lidia Kelly, Reuters, “Russia's economy struggles for sustainable growth”, 5-18-11 http://ibnlive.in.com/generalnewsfeed/news/russias-economy-struggles-for-sustainable-growth/691643.html, , CT)
Russia's economy is struggling to attain sustainable growth despite the surge in prices for its oil exports, data showed on Wednesday, pointing to another tough decision on official interest rates later this month. Industry output grew at its slowest rate in 18 months in April, while producer prices rose more than forecast and weekly consumer inflation, stuck at 0.1 percent, underlines the conflicting pressures on the central bank. Pledging to keep full-year inflation below 7.5 percent ahead of presidential elections in March 2012, the central bank is expected to continue tightening monetary policy -- but a sluggish economy will complicate its decision-making on how to control prices and manage rouble appreciation driven by high oil prices. Investors have been scrutinising data for clues on the central bank's move after the regulator unexpectedly raised all key rates last month, including the benchmark refinancing rate. The latest data, including Monday's figures showing gross domestic product growing a weaker than expected 4.1 percent year-on-year despite surging oil prices, suggests that emerging Europe's largest economy is struggling. "We would have expected that given the high oil prices something of this would transfer to the real economy, but the big story is inflation, which is eating into the real income of consumers," said David Oxley, an emerging markets economist at Capital Economics in London. Crude has held above $100 per barrel for a third month in a row -- more than $30 above what had been initially assumed in the 2011 budget -- ensuring fresh cash inflows into the economy and propping up Russia's trade and current account surplus. The Economy Ministry said late last month that it was relying on industry to put the economy onto a sustainable path to 4.2 percent gross domestic product growth this year. "Manufacturing sectors of the industry will be the drivers of economic growth in 2011, with growth dynamics of 7.5 percent," the ministry said in a document describing economic scenarios. But while manufacturing grew 5.3 percent year-on-year in April, it was down 3.6 percent on the month, Wednesday's data from the Federal Statistics Service showed. Extraction of raw materials, including oil and gas, was also down on the month, after a period when rising crude prices encouraged production. "Industry in Russia strongly reacts to changes in external demand, but high oil prices are not enough any more and from the point of view of internal growth, expectations about growth in the second quarter come, first of all, from construction," said Natalya Orlova, an economist at Alfa-Bank. Construction was one of main drivers of Russia's stellar performance in the second half of the last decade, before the 2008 crisis brought a halt to virtually all projects. Oxley at Capital Economics said the upshot is that growth will likely pick up in the second half, with pre-election spending taking hold and the spike in inflation fading to take some of the pressure off the central bank. "We would not say it's terminal yet for Russia," he said. "In the run up to next year's elections it is a matter of time before consumer spending picks up."
Russia’s economy is dead now and isn’t going to recover for years

Li 10 (Hao, writer@International Business Times, September 9, http://www.ibtimes.com/articles/61065/20100909/russian-economy-struggles-budget-deficit-may-become-a-problem.htm, accessed: 9 July 2011, JT)

A new paradigm so far in 2010 is the emerging markets economies performing better than their developed counterparts. A notable exception, however, is Russia, which is actually underperforming most advanced economies. In fact, according to data compiled by the CIA, Russia was the 8th worst performing economy in the world in 2009. More than two years into Dmitri Medvedev's presidency -- which began about four months before the Lehman Brothers' collapse -- Russia faces "a steep budget deficit and the prospect of sluggish growth at best and stagnation at worst," said Leon Aron, a scholar at the American Enterprise Institute.   Russia's real GDP declined 8 percent last year, compared to growths of 2.4 percent for the U.S. and over 8 percent for China. Going forward, Russia's economy is predicted to grow 1 to 2 percent "at most for a number of years" or stagnate entirely, said Aron. ("Optimistic" World Bank projections, however, puts growth at 4.5 percent this year and 4.8 percent in 2011.) 
Russian Econ Shrinking (3/3)

Russia’s economy is bad now and economic policies ensure no growth

Aleksashenko 10 (Sergei, former deputy minister of finance of the Russian Federation, December 22, http://www.carnegieendowment.org/2010/12/22/russia-unstable-economy-and-political-crisis/dzf, accessed; 9 July 2011, JT)

The Ministry of Economic Development (Minecon) predicts that GDP will grow by 3.8 percent this year—slightly below its September forecast (4.2 percent) and significantly below IMF, World Bank, and varios investment bank estimates (4.5-5 percent). But even Minecon’s estimate looks too optimistic for several reasons.  First, 3.8 percent annual growth would require a very strong economic performance this quarter. GDP—which grew by 3.7 percent in the first three quarters of this year—would have to outpace last year’s fourth quarter growth of 7.7 percent (q/q, annualized). Second, the economy has been extremely unstable all year—four of the first ten months showed signs of a recession, according to Minecon. And, though this summer’s drought hurt growth—reducing annual GDP by 0.65 percent—it cannot fully account for the country’s low growth rate. The economy’s loss of momentum and inability to find new drivers of growth is becoming increasingly obvious.  Furthermore, given that last year’s recovery was V-shaped and the gap between annual and fourth quarter GDP levels is therefore larger than usual, 3.8 percent annual growth would translate to only 1.1 percent growth from the last quarter of 2009.    Forecasts for 2011 are not optimistic, either. The government expects GDP to grow by 4.2 percent, driven by investments from state companies (Gazprom, Russian Railways, and the electric power industry), a recovery in inventories, and a higher oil price. However, many political opponents, as well as experts and business leaders, argue that a tax increase—set to begin in January, expected to gross 2 percent of GDP, and concentrated in the labor-consuming sectors—will reduce private investment and perpetuate the current economic structure, in which extraction and raw material exports remain the most attractive sectors.  Furthermore, if carried out, planned budget cuts—which target investments and public demand—will also inhibit growth. The government cut spending by 2 percent of GDP this year and is planning to cut an additional 1.5 percent in 2011. The actual budget outlook is unclear, however, as discussed below. 
Even if the economy does recover, it’s just going to crash again

Aris 11 (Ben, writer for Business News in Europe, January 2, http://www.telegraph.co.uk/sponsored/russianow/business/8236197/2011-hollow-growth-or-major-overhaul-for-Russias-economy.html, accessed: 9 July 2011, JT)

Russia’s economy may be on the rebound but, without major revamping, finance chiefs say the long-term prognosis remains bleak Western Europe is staring into the abyss of sovereign default again, but Russia is “not under pressure” and will go back to strong growth in 2011. So claimed top Russian finance officials this month, with the sombre addendum that the country is still doomed to an endless boom-and-bust cycle unless the make-up of the economy is fundamentally changed. It seems serious public discussion of Russia’s woes always happens in London. Deputy economics minister Andrey Klepach, deputy finance minister Dmitry Pankin and Alexei Ulyukaev, first deputy chairman of the Russian Central Bank (the troika that shapes much of Russia’s economic and financial policy), spoke at the Adam Smith annual Russian Banking Forum, painting a mixed picture of where Russia will go next year. While large parts of the developed world face massive sovereign debts that can’t be paid off due to huge budget deficits, Russia sports the lowest debt-to-GDP ratio of any large country in the world. A report by Goldman Sachs says its deficit could disappear as soon as next year, and economic growth will run at a healthy 4pc or more in the next few years. “Russia enjoys a low debt-to-GDP ratio of about 10pc, so we can borrow and remain reluctant to cut spending,” said Mr Pankin. “The deficit is projected to be 4.8pc this year, 3.6pc next year, falling to zero in 2015. We are not under a lot of pressure and can continue fiscal stimulation as there is no danger of solvency problems.” Heavy state spending is keeping the wheels of commerce turning, but, according to Mr Klepach, unless the nature of the economy is fundamentally changed, Russia will be caught in a periodic devaluation trap. So far the state hasn’t come up with anything better than pumping investment into the economy through huge state-owned enterprises. The government concedes that the race is on: either make qualitative changes in the nature of the economy while it is growing, or consign Russia to the boom-and-bust cycles of a commodity dependent economy. 
Investment Down

Investment in Russia’s oil industry is low

Soldatkin 11 (Vladimir, writer@Reuters in Russia, July 5, http://www.theglobeandmail.com/report-on-business/international-news/taxes-and-investment-gap-hinder-russias-oil-output/article2087407/, accessed: 9 July 2011, JT)
Russia, the world’s largest crude (CL-FT96.48-2.19-2.22%) producer, is unlikely to make substantial production increases in coming years to capitalize on tight markets or even keep pace with demand due to a lack of investment and a heavy tax burden.  Lack of new projects in the pipeline, while existing fields mature, is a worry for the country, which is hoping to at least sustain crude production at over 500 million tonnes (10 million barrels per day) over the next 10 years. 
Investment in Russian oil is low because of legal issues

Bloomberg 5 (July 25, http://www.businessweek.com/magazine/content/05_30/b3944088_mz015.htm, accessed: 9 July 2011, JT)

The major reason for the dropoff is clear enough: The Kremlin's two-year legal assault on alleged tax fraud at Yukos, which dismembered Russia's No. 2 producer. But some argue that Yukos is not the whole explanation, and that what's crimping oil investment is a broader breakdown in Kremlin oil policy.  Unrefined Policy There is still huge uncertainty, for instance, about whether the state's renationalization drive will end with Yukos. On July 8, President Vladimir V. Putin confirmed that Gazprom, the giant state-owned gas concern, is in talks to acquire No. 5 oil producer Sibneft. Not coincidentally, analysts say, Sibneft has curtailed capital investment. This year it will spend $884 million on exploration and new infrastructure, versus $938 million in 2003. It's still unclear, though, if the acquisition will take place.  Oil executives also blame the growth drought on recent hikes in oil taxes. Petroleum companies now pay 89 cents a barrel in taxes for every dollar they take in above $25 a barrel, up from 68 cents in 2003. Jeff Currie, head of global commodities research at Goldman, Sachs & Co. (GS ) in London, says it's this hike in costs, rather than the recent slowdown in production, that has had the most important impact on the global oil price. "This shift in industry economics is a very significant issue," he says, "as the cost of access to this oil has gone up tremendously."  It also doesn't help that rules governing foreign investment in the industry are still unclear. The government recently drafted legislation forbidding foreigners from owning more than 49% of natural resource assets defined as "strategic," including oil and gas. But the law is bogged down in Parliament. Until the issue is sorted out, most major foreign investment is on hold. 
Investment is declining now

Likov 11 (Nikita, trainee@Department of Foreign Affairs in Russia, November 3, http://en.rian.ru/analysis/20110311/162958488.html, accessed: 9 July 2011, JT)

Russia, the world's top crude producer, needs to pump billions of dollars into its oil industry and expand beyond the traditional oil area of West Siberia to maintain international leadership and reverse declining output, industry analysts say. The global financial and economic crisis that spread to Russia in 2008 forced domestic oil companies to cut investment in the development of oil fields, which has resulted in oil output decline by 2-3% annually. In October, Prime Minister Vladimir Putin said that Russia, where oil accounts for more than half of budget revenue, would pump about 10 million barrels a day for at least a decade. In Soviet times, output peaked at 11.48 million barrels a day in 1987. "What we are pumping now is more or less our maximum," said Ildar Davletshin, an oil and gas analyst at Renaissance Capital. "Growth potential is not that easy and it will take about five years before new large deposits start producing." 
No Impact – Empirics
No impact – Oil stabilization fund and no debt 

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

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

The Oil Stabilization Fund was supposed to inoculate Russia against the curse by siphoning revenues out the domestic economy. Certainly it helps. There will be no repeat of 1998 default. Russia has paid off its foreign debt. The oil fund ($157bn) and foreign reserves ($470bn) are enough to deflect anything short of financial cataclysm. But as Japan learned in the 1990s, being a reserve power does not cure imbalances. It allows ministers to procrastinate for longer. If Peak Oil drives crude ever higher, Russia may overtake Germany and America in per capita income within a decade, as some predict. 
Impact empirically denied – oil price crashed in 2009 

Krauss 9 (Clifford, Correspondent @ NYT and WSJ, “As Oil and Gas Prices Plunge, Drilling Frenzy Ends”, 3-15-09, http://topics.nytimes.com/top/reference/timestopics/people/k/clifford_krauss/index.html?inline=nyt-per, CT)
The great American drilling boom is over.  The number of oil and gas rigs deployed to tap new energy supplies across the country has plunged to less than 1,200 from 2,400 last summer, and energy executives say the drop is accelerating further.  Lower prices are bringing to an end an ambitious effort to squeeze more oil from aging fields and to tap new sources of natural gas. For the last four years, companies here drilled below airports, golf courses, churches and playgrounds in a frantic search for energy. They scoured the Rocky Mountains, the Great Plains, the Gulf of Mexico and Appalachia.  But the economic downturn has cut into demand. Global oil prices and American natural gas prices have plummeted two-thirds since last summer. Not even an unseasonably cold winter drove down unusually high inventories of natural gas.  The drop has been good news for American consumers, with gasoline now selling for $1.92 a gallon, on average, down from a high of $4.11 in July. But the result for companies is that it is becoming unprofitable to drill.  The reversal of fortune could have important implications for the future health of the nation’s energy companies, for consumer wallets and for national aspirations to rely less on foreign energy sources.  The drilling cutback has been particularly stark for natural gas. Gas exploration had soared in recent years after technology advances enabled the exploitation of gas trapped in huge shale beds found around Fort Worth, western Pennsylvania, upstate New York and elsewhere.  But that boom has created such abundant supplies that companies are not only drilling less but also deciding not to pump from wells already drilled.  Thousands of oil and gas workers who migrated around the country to work in new fields for fat salaries have been laid off.  “The big bonanza is over,” said Jay Ewing, the completion and construction manager for Devon Energy in the Barnett Shale field here, where so far this year his company has brought its rig count from 35 to 8. “Everyone is really shocked how fast everything has turned.”  Energy experts and company executives warn that oil and gas companies now cutting back on investments will be unable to respond quickly to a future economic recovery. John Richels, Devon’s president, said that if the slump lasted two years, it could then take 18 to 24 months for companies to reassemble rig crews.  That means a glut could rapidly turn to scarcity, sending energy prices soaring again. Already, experts are predicting that lower domestic gas production by the end of the year will require increased imports of liquefied natural gas from places like Qatar.  Through most of this year, gas supplies are not likely to decline sharply because so many shale wells came on line recently. But those wells should start to decline in productivity by next year, potentially leading to tight gas supplies if industrial and residential use picks up significantly in the second half of 2010.  “Inevitably, the market doesn’t react; it overreacts and shoots itself in the foot,” said Adam J. Robinson, director of commodities at Armored Wolf, a California hedge fund.  Domestic oil production is expected to increase this year over last, for the first time since 1991, according to projections by the Energy Department. That swing is attributable in part to increased production in the Gulf of Mexico from two giant new platforms that were years in the making. But some potential onshore production is likely to go untapped, as companies cut back on new drilling and abandon expensive efforts to flush extra oil from aging fields.  Many energy executives had thought the drilling renaissance, coming after years of declines, represented a new era, particularly for gas production. Domestic natural gas output rose by almost 8 percent last year from 2007, the biggest annual jump in more than a generation.  That jump reversed the widely held notion that domestic gas fields were in irreversible decline. It enabled the Texas billionaire T. Boone Pickens to promote a plan to use natural gas instead of gasoline in the nation’s cars.  But such ambitions are sputtering, as falling prices force companies to cut their drilling expenditures. Oil now costs $46.25 a barrel, down from a peak of more than $145 in July, and natural gas costs just less than $4 per thousand cubic feet, down from a peak of more than $13.  One reason companies need to make cuts is that the cost of drilling and servicing operations, while falling, is still roughly double the 2005 level, while the prices oil and gas companies earn from their production are suddenly below the 2005 level. Meanwhile, the cost of borrowing money for exploration and production has soared recently in the credit crisis. 

No Impact – Diversify Now
Diversification specified by new mandates mitigates the impact.

Gray 11 (Tim, Staff NYT, April 9, http://www.nytimes.com/2011/04/10/business/mutfund/10topp.html AQB)
The fund’s lead manager, Markus Brück, said that preponderance was unusual, “a historic high for us,” as he typically aims to invest no more than 30 to 40 percent of his shareholders’ money in Russia. He also says he tries to distinguish his fund by defining Eastern Europe more broadly than competitors who emphasize only Russia, Poland, Hungary and the Czech Republic.  A broader mandate means better diversification opportunities, he said. So, while his fund owns a Russian electronics retailer — M.Video — it has also invested in Tallink, a ferry operator in Estonia. Tallink’s ships crisscross the Baltic Sea, connecting Estonia’s capital, Tallinn, with such places as Helsinki and Stockholm.  In the last few years, emerging markets have been in vogue among investors. But much of the attention has been directed to Asia, especially China and India, not Eastern Europe. Even Russia, which represents the “R” in the ballyhooed BRIC countries, has not attracted the interest that Brazil, China and India have.  Mr. Brück said that overlooking Eastern Europe would be a mistake. Much of the region offers emerging-market growth with some of the safeguards for investors in Western companies, he said. “You have the rules of the E.U., which brings relatively high safety compared with the Asian emerging markets,” he said. “And E.U. authorities are strongly supporting development in the region.” 
No Impact – Rebound

Even when unprepared Russia is able recover – new protection measures are in place

Aslund et. al. 10 (Andres, senior fellow @ Peterson Institute, Zeljko Bogetic, Pekka Sutela, Thomas Carthers,  “Russia's Response to The Financial Crisis” 5-4-10, http://www.carnegieendowment.org/2010/05/04/russia-s-response-to-financial-crisis/2KC, CT)

Necessary Measures: The panelists agreed that the Russian government’s fiscal stimulus was an appropriate response to the shocks of the financial crisis, and resulted in the relatively quick recovery of the Russian economy.  Sutela added that the Russians were “not unprepared” for the crisis because Russia had accumulated large reserve funds. In the 2020 strategic economic planning program enacted in 2006-2008, Russia made a point of exploring alternatives to what was perceived as excessive resource dependence; and by early 2008, Russian economists were voicing concern over the risks of the global growth boom based on the combination of high export prices and ample availability of global liquidity.  The Nascent Recovery  After its 2009 contraction, the Russian economy is on its way toward recovery, all panelists agreed. This recovery is led by:  Increased oil prices, which have risen from $34/bl to $85/bl;    Stronger Russian domestic demand;    A more flexible exchange rate helps Russia against the backdrop of oil price volatility; and    The moderation of rising unemployment by an increase in part-time employment and involuntary vacations as a temporary adjustment. Russia still faces significant barriers to full recovery, however:  Industrial production is still lagging;    Despite the easing of monetary conditions, there has not been a significant increase in lending; and    Unemployment also remains high, especially among young urban males. Prospects for Reform and Growth  According to the World Bank 2010–2011 economic outlook, Bogetic suggested that Russia will continue to see positive economic indicators:  GDP growth: Russia’s GDP is projected to grow at 3.5 percent in 2011, which is 3 percentage points higher than the global average. Consolidated balance: Russia’s consolidated government balance is likely to return to a neutral balance in 2011, from a previous negative 3 percent balance.    Account volume: From 2010 to 2011, Russia’s current account volume is projected to fall by $13 billion, while the capital account would increase by $20 billion next year.     Drivers of growth: Growth will be driven predominantly by the recovery of domestic consumption.    Projections: Bogetic suggested that Russia will see either medium growth, at 3-4 percent per year, or high growth of 6 percent. Anders Åslund offered a similar projection, based on possible political scenarios:   Putin: Following the path set out by Putin, Russia could see a growth in authoritarianism, state capitalism, and protectionism, leading to a 4 percent growth.    Medvedev: Following the goals of political and economic liberalization sert out by Medvedev, Russia could see a 6.5 percent growth.  Moving Forward  All panelists agreed that key concerns for the Russian economy going forward include high levels of corruption, highly inefficient state corporations, and future problems with infrastructure and human capital skills.   They also suggested ways that a better investment climate and strengthening the financial sector will aid Russia’s long-term recovery. Bogetic concluded that “the crisis has provided an opportunity for reform and impetus to rethink and accelerate public sector, financial sector, and diversification reforms.” 
Its empirically prove then Russian economy can rebound – new measures will solve future collapses

Gaddy & Ickes 10 (Clifford G.,economist specializing in Russia with a PhD @ Duke, Professor of Economics @ Duke & Georgetown, senior fellow @ Brookings Institute, Barry W., professor and Acting Head @ Department of Economics @ Pennsylvania State University, Eurasian Geography and Economics, “Russia after the Global Financial Crisis”, 2010,  Issue 51, No. 3, pp. 281–311., CT)  
Our discussion has ranged over a broad area. It may be useful to summarize the main points that we have developed in the preceding pages. Let us begin with our assessment of the performance of the Russian economy in this crisis. This is largely a matter of the time period one considers. From the middle of 2008 to the end of the year and early into 2009, Russia plunged deeper than nearly any other major economy in the world as measured by indicators of total output, industrial production, or stock market values. It has since rebounded strongly in some respects. Yet, if we take a longer view, we must also recognize how much the Russian economy grew in the years before the crisis. We see that over the past five or ten years, even with the negative effect of the current crisis, Russia has outperformed all other countries, including the other fast-growing BRIC countries. Both sides of the phenomenon described in the first point—the pre-crisis boom followed by the huge collapse—have the same cause, namely, Russia’s dependence on world oil markets. Russia grew thanks to oil; Russia fell because of oil. This dependence on the flow of rents from oil (and gas) dates back for decades. These recent shocks, positive and negative, are by no means the first and will not be the last. What has distinguished this shock from others in the past, however, is that Russia was better prepared this time. Today’s Russian leaders have learned lessons from the past. The late Soviet regime enjoyed a period of high rents followed by a period of very low rents. But it managed the rents poorly and ended up so deeply in debt to Western governments that it sacrificed its financial—and in effect, ultimately, its political—sovereignty. Vladimir Putin and his associates concluded from that negative experience that financial and fiscal health were essential to restoring Russia’s full sovereignty. The Putin regime made it a priority to use the oil windfall of 2000–2008 to pay off the country’s foreign debt and build reserves for the future. Its foreign exchange reserves, which grew to become the third largest in the world, played a critical role in protecting (primarily) Russia’s financial sovereignty and (secondarily) the welfare of its citizens. The current crisis has thus, in the mind of the leadership, vindicated and reinforced the policy of fiscal conservatism and extreme self-insurance. It is highly likely that the leaders will stick to these policies. 
Collapse Inevitable – Taxes

New taxes mean Russian Oil industry collapse is inevitable

Soldatkin 11 (Vladimir, Staff Reuters, July 5, http://uk.reuters.com/article/2011/07/05/businesspro-us-russia-oil-idUKTRE76424X20110705 AQB)
"Year-on-year, in 2011 I see it up 90,000 bpd, compared with a 240,000 bpd rise in 2010, as growth from new fields slows," IEA's Walker said.  Government taxation policy has not been helpful for companies that are tapping hydrocarbon reserves in the country, and analysts do not see a light at the end of the tunnel.  Russian oil and gas companies pay higher tax rates than other industries, with taxes taking 78 percent of total oil company profits and 56 percent of gas company profits.  Proposals to make taxation more diverse and profit-based have long been mired in discussions, while the government is looking to increase the tax burden to compensate for more spending ahead of parliamentary and presidential elections.  Russia canceled preferential export duties for Rosneft's (ROSN.MM) Vankor oilfield -- a new field launched in 2010 that has become a major driver of overall output growth -- as well as for TNK-BP's (TNBP.MM) Verkhnechonskoye and Surgutneftegaz's (SNGS.MM) Talakan, starting from May.  "The key to the answer of whether Russia will increase its production is Vankor. If Rosneft achieves the target of 25 million tonnes of oil production there in 2013, this will be a decisive factor," Valery Nesterov from Troika Dialog brokerage said. 
No I/L - Oil does not help econ 
Oil does not improve the Russian economy – only worked twice 
World News 11 (“Russia's Economy Has Ceased To Grow After The Oil” 4-6-11, http://mysouth.su/2011/04/russia-39-s-economy-has-ceased-to-grow-after-the-oil/, CT)
Ministry of Economic Development by 30 percent raised the forecast average oil price in 2011 – from 81 to a record $ 105 a barrel. Vedomosti writes that the economy is not going to help: GDP growth forecast on unchanged – 4.2 percent. C beginning of the year the average price of Brent was 106.2 dollars, while the Russian grade Urals – 103,2 dollars. Most economists believe that oil prices linger above $ 100 dollars. In 2000-2008, crude oil rose in price by 25-30 percent a year, Russia's economy grew by an average of 7 percent. Experts interviewed by the publication, noted that the increase in oil prices by 10 per cent faster economic growth in Russia on 0,9 percentage points within 12 months. However, this effect is gradually reduced. The oil sector was the main driver of the economy in 2000-2005 and in 2005-2008 the economy grew at the expense of the consumer boom. Now, this mechanism does not work anymore: all attempts to stimulate consumption leads to faster growth of imports and inflation. Economists view that leads edition, indicate that a new source of growth may be investing, but they needed structural reforms. It is not excluded that this is why the desire top officials to improve the investment climate. Oil prices on the world market have increased significantly in early 2011 due to riots in several countries in the Middle East and North Africa. The new jump in prices occurred in February, when conflicts of opposition and the ruling forces in Libya escalated into civil war.
No link between oil prices and the economy 

VOR 11 (Voice of Russia, “Russian economy won’t depend on oil prices – Kudrin”, 4-21-11, http://english.ruvr.ru/2011/04/21/49258460.html, CT)
Growth in oil prices no longer drives the development of the Russian economy, Finance Minister Alexei Kudrin said at a session of the Russian Union of Industrialists & Entrepreneurs.  According to him, the country’s mid-term economic growth scenario that is presently before the government does not depend on oil prices. The minister also believes that their further growth worldwide will “depress the economy even more now.”  Kudrin said that the 2011 federal budget stipulates $75 per barrel, whereas significantly less than the current world prices. 

Russia econ is not reliant the oil – even if the price did drop it is irrelevant

Telegraph 8 (“Are Russian funds the crème de la Kremlin?”, 2-18-8,

http://www.telegraph.co.uk/finance/personalfinance/2785283/Are-Russian-funds-the-creme-de-la-Kremlin.html, CT)

 Russia is also seeing a growing internal market for commodities as it builds infrastructure to support its development. There is also a  developing consumer economy. Collings says: "Everyone is willing to spend like there is no tomorrow. And they still haven't got to  the point where they are using debt. They have very high savings rates." Geffen adds: "There has been very strong growth in the middle class, which has quadrupled since Putin came to power. Most people have seen a 20 per cent nominal pay rise over each of the  last four years. " He claims that a new generation of entrepreneurs is creating exciting new companies, many of which are now on the  stock market.  This is helping the economy and the stock market to diversify away from oil and gas, which still make up around half  of the Russian stock market by value.  However, the high oil price is certainly not doing any harm. Geffen calculates that every time  the oil price rises by $1, the Russian government gets another $1bn in tax revenue.  Yet the government and companies no longer need  a high oil price to sustain growth. Collings claims that, even if the oil price drops below $60, GDP growth will be sustained because  Russia has banked its windfall carefully.  Collings reckons that its foreign exchange reserves may be about $400bn (£200bn). The  government also has a $160bn investment fund. So how can investors get access to the Russian story? Rob Burdett, co-head of the multi-manager team at Thames River Capital, says: "We use the Neptune Russia and Greater Russia fund. For our overall emerging  markets exposure we use the Nevsky Global Emerging markets fund.  "It is too early to say whether Russia can 'de-couple' from the  problems in developed markets, but savings ratios are high, which should help sustain the economy. Plus, the country still has the  ability to make large amounts from oil even if the prices fall." 
Dutch Disease Turn
Russian Dutch disease crowds investment and spending 

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

04-2-2008, http://www.telegraph.co.uk/finance/newsbysector/banksandfinance/2783813/Russian-economy-succumbs-to-the-oil-curse.html, CT) 
Moscow is the most expensive city in the world, like Tokyo before the Nikkei bubble burst. A taxi from Domodedovo airport to the Kremlin costs $170 (£86). Property in Ostozhenka trumps Chelsea. Space fetches $30,000 a square metre.Nice Tsarist flats fetch $3m to $4m. Even Bolshevik boxes are booming. Moscow boasts 150,000 home millionaires in dollars, says Sergei Polonsky, the Mirax Group tycoon. In a good year, prices double. This is the curse of commodity wealth, the "Dutch Disease" that eats at the competitive foundations of an economy and incubates a parasite culture. No doubt Russia's scientists, engineers, and cyber talent, will enrich the country, but first it must overcome the toxic effects of oil at $90 a barrel. "We can no longer afford to buy Russian equipment," said Yevgeny Ivanov, head of Polyus Gold. "The prices here are one and a half times higher than abroad so we're having to break our rigid rule and turn to foreign-made machinery. It is bad news for Russian firms. The commodity super-cycle is catching up with us through higher prices. It is a disheartening picture," he said. "There's no infrastructure, no power, no roads. Electricity costs twice what they pay in Alaska and Canada. We face a Soviet bureaucracy passing decrees that make you weep," he said.The government has declared an infrastructure emergency. Russia has hit the limits of durable growth on today's rickety foundations. China has built 25,000 miles of highways since 1988, Russia a few hundred. 
Reliance on high oil kills the economy – it causes deindustrialization and decreases competitiveness 

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

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

Reform Turn (1/2)
High Oil Prices undermine the Russian economy – it reverses any reform efforts 

PrimeTass 5 (Prime-Tass English-language, Business Newswire, “Russian growth decelerating despite influx of petrodollars”, 10-13-05, lexis) 

Oil prices may be at all time highs, but Russia's GDP growth in 2005 is expected to decline from its 2004 level even as oil money is pouring into government coffers. Although it is often said that the Russian economy is booming thanks to the high oil price this is not the current reality. What is worse, some economists argue, even higher oil prices may damage Russian economic reforms and increase the government's control over the economy.  Russia's GDP, rose 5.8% in January-August, according to the Economic Development and Trade Ministry. GDP was up 7.3% in January-August last year. 'A more accurate statement is that Russia is maintaining a high growth rate thanks to a high oil price,' Natalya Orlova, economist at Alfa Bank, said. 'The problem is that the growth rate is not accelerating. Russia's GDP growth was 7.1% in 2004 and will fall to just under 6% in 2005. Should oil prices drop, the growth rate could fall to 3% or 4%,' she added. But the financial situation of the Russian government has significantly improved thanks to high oil prices, economists said. 'Most of the gains from (high oil prices) are simply going to radically improve the state's international balance sheet,' Al Breach, chief economist at Brunswick UBS, said in a September report. 'There are considerable second-order effects of this improvement, but it is not the oil money directly that is fuelling the rapid domestic demand growth.' 'The clear beneficiaries of the high (oil) prices are the budget and Stabilization Fund,' Breach added. Breach said that since big oil receipts now go to the budget surplus and reserves the economy is running on U.S. USD 30 per barrel oil price, not USD 60 per barrel oil price. "This is very positive: it boosts creditworthiness, keeps vulnerability to oil prices low, and allows for sustained, strong expansion,' Breach said.  However, the downturn in GDP growth along with protests by dissatisfied public sector workers over low salaries has only increased pressure on the government to spend from the Stabilization Fund. The Stabilization Fund, which was established on January 1, 2004, accumulates the federal budget's extra revenues from progressive oil export taxes on Urals blend oil prices exceeding USD 20 per barrel. President Vladimir Putin has signed a bill into a law hiking the base oil price used for calculating contributions to the Stabilization Fund to USD 27 per barrel starting January 1, 2006. Established in 2004, the Stabilization Fund has accumulated 960.7 billion rubles as of October 1. The Fund is projected to amount to 1.425 trillion rubles as of January 1, 2006, Russia's Finance Minister Alexei Kudrin said last month. Putin said on September 27 that Russia's Stabilization Fund would not be used for social purposes, but to stabilize the Russian economy. "It (Stabilization Fund) is being formed not to resolve social issues but to keep macroeconomic figures stable, to not destroy the economy, to prevent prices hikes and restrict inflation," Putin said. Russian government officials have also reiterated that the fund is only to be used for reserve purchases and debt repayment. The Finance Ministry plans to pay USD 10 billion-USD 15 billion on Russia's sovereign foreign debt ahead of schedule in 2006, Kudrin said last month. In the remainder of this year, Russia plans to pay USD 3 billion-USD 5 billion on Russia's sovereign foreign debt ahead of schedule, Kudrin added. The early debt repayment is to be financed from Russia's Stabilization Fund, he added. So far this year Russia paid USD 18.3 billion ahead of schedule to the International Monetary Fund, or IMF, and the Paris Club of creditors. 'Finance Minister Alexei Kudrin has so far won the fight so that all money going to the Stabilization Fund can only be used for reserve purchases or debt repayment,' Breach said. 'While there is loosening planned in 2006, the budget should balance at USD 33 per barrel Brent prices,' he added. Some economists believe the time has already come to remove the lock from the Stabilization Fund. Allowing too much cash to be tied up in the Stabilization Fund could be a drag on the economy, Orlova of Alfa Bank said. 'I don't believe the government is properly managing the oil revenues,' she said. 'The Stabilization Fund has expanded greatly and the economy needs this money. They should increase spending, but first they have to define where the money should be spent and evaluate the macroeconomic implications,' Orlova added. Funds must be allocated for projects in a way that will minimize the inflationary impact, analysts said, such as projects to improve infrastructure or create employment. 'However, the government should not necessarily expect to meet its goal of lowering inflation to 4% in two years (if spending is increased),' she added. Other economists believe any spending from the Stabilization Fund would be irresponsible given the government's stated goal to lower inflation. 'I don't think any (of the money) in the Stabilization Fund should be released, there are other sources within the budget that can be reallocated to achieve the government's spending priorities,' Yevgeny Nadorshin, chief economist at Trust Investment Bank, said. 'There is a very important reason for this, and that is a political and economic obligation to lower inflation. If the CBR (Central Bank of Russia) continues its current exchange rate policy they need the Stabilization Fund to remain untouched (in order to control inflation),' Nadorshin said. Nadorshin believes the government will not have misgivings about spending from the Stabilization Fund if oil prices decline. 'The government always has an intention to spend from the Stabilization Fund if oil prices decrease,' Nadorshin said. 'I disagree with this policy. As soon as they touch the Stabilization Fund will face monetary problems, namely high inflation. If the government is faced with a budget deficit I would rather they finance the debt with bonds instead of turning to the Stabilization Fund.' With Duma elections scheduled for 2007 and a presidential election in 2008 politicians could have another excuse to spend from the Stabilization Fund in order to curry favor with voters. 'There will probably be some pressure (on politicians) to increase spending, but any expansion of spending would most likely be moderate, healthy and would not have adverse affects,' Orlova of Alfa Bank said. But some analysts said it is possible that oil prices rise to USD 100 per barrel and remain at that level for an extended period of time. 'Under our USD 100 per barrel scenario the picture starts to border on the surreal: Putin's goal of doubling GDP by 2012 would be met in 2011 and his 2000 target of catching Portugal on a GDP per capita basis within 15 years would have been achieved in 2012,' Peter Westin, chief economist at Aton Capital, wrote in a recent report. But Orlova said the picture may not be that exciting. 'The implications are that Russia will become more dependent on oil, local producers will loose their competitiveness to importers and the budget will rely even more on oil revenues,' she said Orlova. This scenario would be negative for Russia, Nadorshin of Trust Bank said. 'High oil prices do not always bring extraordinary growth,' he said. 'Domestic energy prices also increase, causing the producer price index to rise, making it problematic for industry to develop. I would expect stagnation to occur, even in an environment with an incredibly high budget surplus. (An oil price of USD 100) would threaten institutional modifications necessary for the economy to expand,' he added. Contrary to popular opinion, oil wealth is not always a blessing and can create more problems than it solves, economists said. 'Oil wealth allows governments to pursue populist, short-termist policy and reduces the incentive to make hard decisions,' Breach said. 'For example, why privatize UES and the electricity industry when one could simply use some of the ample state funds to renew its capital stock? Or worse still, why not buy up more previously privatized assets? Put another way, the best case would be for the oil windfall to be used to help mitigate the effects of speeded-up reform, rather than used to delay needed ones,' he added. End
Reform Turn (2/2)

High oil prices block any Russian economic reform and causes political tension

Pirrong 11 (Craig, PhD., Professor of Finance, and Energy Markets Director for the Global Energy Management Institute at University of Houston. “Higher Oil Prices Will Stymie Reform in Russia,”1-6-11, http://seekingalpha.com/article/245309-higher-oil-prices-will-stymie-reform-in-russia, CT)

Russia’s internal problems relate to the “resource curse.” If oil prices remain high, Russia will probably delay much-needed economic reforms.  . . . .  But in Russia it is especially problematic [to improve economic and political institutions] as the ruling elite is not interested in building such institutions. The “resource curse” provides and explanation.  Guriev and Tsyvinski argue that higher oil prices are antithetical to the political reforms that Russia requires to become a truly modern, innovative, entrepreneurial economy and more humane polity. To which I would add they are also antithetical to the development of a more neighborly, less revisionist Russian foreign policy.  There’s another interesting implication of the rising oil price that hasn’t drawn attention, at least that I’ve seen. In particular, it will intensify conflict between Gazprom and its customers. Gazprom (OGZPY.PK) has historically sold gas under contracts with prices tied to the price of oil. But oil and gas prices have diverged in recent years (for a variety of fundamentals-based reasons). As a result, Gazprom’s big European customers want to change the contract terms and pricing, but Gazprom does not – and that’s an understatement. The increase in oil prices has increased the divergence, putting Gazprom’s gas prices even more out of line with cash market values. Which will only crank up the tension between Gazprom and its customers. And since there is nothing that happens to Gazprom that doesn’t have a political angle, this will result in some political tensions as well. (eg, how will BFFs Berlusconi and Putin deal with the issue?)  In a nutshell: higher oil prices will stymie domestic reform in Russia and fuel external tensions. A fun time will be had by all, because Putin et al can’t lay off that whiskey and let that cocaine be.

Corruption Turn - Dependence Causes
Oil production is bad domestically – causes corruption and inefficiency

Barnes 7(Andrew, Ph.D. Princeton University, Fields:  post-communist transformations, comparative politics, international 

political economy, Fall 2007, http://www.relooney.info/00_New_3192.pdf)

A second set of expectations influencing analysts of Russia centers on the country’s apparent slide toward the sad prophecies of the  ‘oil curse’ literature. This literature argues that over-reliance on oil export revenues leads to a range of pathologies from stunted  economic growth to ineffective and authoritarian government.2 Certainly, such trends can be seen in Russia. Oil accounts for a large  share of the country’s export earnings; the ruble has appreciated as oil revenues have increased; and corruption, unrealistic budgeting,  and growth dominated by natural resources—all hallmarks of an oil state—are clearly evident in Russia
Corruption Turn - Kills Econ (1/2)
Russian Corruption is widespread and kills the economy 

Saunders 11(Paul J,  Executive Director of The Nix on Center and Associate Publisher of The National Interest., “Corruption Grows in Russia”, 6-14-11, http://en.rian.ru/valdai_op/20110614/164603213.html, CT)

The central challenge, which both Medvedev and Putin have acknowledged in their particular language and styles, is Russia’s enormous corruption problem. Unfortunately, this aspect of Russia’s economy seems to be getting only worse over time. During a recent visit to Moscow, I was struck by how many people told me that corruption under Medvedev was more extravagant than under Putin, when it was in turn more widespread than under Russia’s first president, Boris Yeltsin. More remarkable and more concrete is a recent interview by Russia’s chief military prosecutor in Rossiiskaya Gazeta, the government’s official newspaper, stating that almost 20 percent of the country’s military budget is “plundered” through corruption, including fake invoices and kickbacks. If this is happening in the military, it’s hard to imagine that the situation is different in the rest of Russia’s government bureaucracy. Medvedev himself has said that $35 billion in government funds was stolen in 2010.  Russia’s massive corruption is a huge drain on its economy and society and holds the country back in almost every possible way. It slows economic growth by creating substantial de facto taxes on businesses and significantly reducing the value of the government’s efforts to invest in infrastructure and social welfare. It simultaneously thrives on and reinforces Russia’s weak rule of law, creating a situation in which Russia’s leaders cannot establish a truly law-governed state without threatening the livelihoods of a large share of the country’s elite. And it contributes to a broad sense of frustration and pessimism.
Russian Corruption drags down the economy and reform

Motlagh 9 (Jason, The Washington Times,” Corruption drags down Russian economy”, 11-23-09, http://www.washingtontimes.com/news/2009/nov/23/corruption-dragging-down-russian-economy/, CT) 
“With the current level and volume of corruption … we cannot move forward,” Transparency International said in a statement last week. “If corruption stays as it is now, it will continue to eat up the resources” that Russia could invest in its future.  President Dmitry Medvedev has acknowledged the problem, lamenting the “legal nihilism” that has rotted the system. In a major speech earlier this month, he said corruption needed to be tackled from many directions but that a solution would take time: “We won’t solve the problem in a single bound, but we have to dig in.”  Russia analysts say implementation of promised reforms has been scant.  Dmitri Simes, president of the Nixon Center, a Washington think tank, and a frequent visitor to Russia, said that “senior government officials do not hide their wealth” and can be seen wearing watches worth tens of thousands and even hundreds of thousands of dollars.  “This systemic corruption makes it very difficult to introduce meaningful political change,” Mr. Simes said at a recent forum on Russia.  In July, Robert Dudley, the chief executive officer of a joint venture between BP PLC and Russian oil company TNK, left the country in the face of harassment. Masked agents raided the company headquarters, BP staff members suddenly were denied visas on dubious grounds, and Mr. Dudley faced threats over what appeared to be bogus labor law violations.  The week after his departure, Russian stocks plummeted 12 percent. JP Morgan lowered its stock rating from “neutral” to “below market,” citing the risk of state interference.  When Ikea, the Swedish retailer, began opening stores across the country, it faced extortionate rates from utility companies. Rather than pay, it rented private generators to power its stores, only to find that the Russian executive in charge of the generators was inflating prices.  Ikea claims it lost nearly $200 million over two years and has suspended all investment in Russia. 

Corruption Turn - Kills Econ (2/2)
Russian Corruption prerequisite to good economy 

Welu & Muchnik 9 (Carol M., Bloomberg Yevgenya, Bloomberg, “Corruption: Russia's Economic Stumbling Block American and European anti-corruption laws could help solve a longtime problem in Russia,” 8-27-9, http://www.businessweek.com/globalbiz/content/aug2009/gb20090827_771618.htm, CT) 

Corruption as a transnational threat was high on the discussion agenda in early July when U.S. President Barack Obama traveled to Russia. It is clear that Russia needs to add anti-corruption to the long list of issues it must tackle to be considered a global economic powerhouse.  International investors fled in droves from Russia last summer: First, there was Russia's brief war with Georgia. Then Prime Minister Vladimir Putin conjured up memories of the demise of Russian oil giant Yukos with a cryptic suggestion that steel giant Mechel (MTL) should be investigated for tax evasion. Coupled with the chilling effect of the TNK-BP and Telenor (TEL.F) disputes over corporate governance, these events have curbed investors' appetite for Russia.  Those events played into ongoing fears and frustrations over Russia's reputation for seemingly pervasive corruption. The nation ranked No. 147 out of 180 countries in Transparency International's 2008 Corruption Perception Index. According to a 2008 U.S. State Dept. report, corruption amounts to an estimated $300 billion annual tax on investment and is one of the greatest barriers to foreign investment. Roughly 50% of Russians believe corruption is a permanent fact of life, stemming from official greed and immorality, according to a recent nationwide survey. According to TRACE, a U.S.-based anti-corruption nongovernmental organization, 41% of reported demands for bribes are from government officials and employees, and 50% are demands from the police or the military. 
Democracy Turn – Oil Kill Dem. (1/2)
Oil price increase kills democracy and political reforms

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

With all due respect to Ronald Reagan, I do not believe he brought down the Soviet Union. There were obviously many factors, but the collapse in global oil prices around the late 1980s and early 1990s surely played a key role. (When the Soviet Union officially dissolved on Christmas Day 1991, the price of a barrel of oil was hovering around $17.) And lower oil prices also surely helped tilt the postcommunist Boris Yeltsin government toward more rule of law, more openness to the outside world, and more sensitivity to the legal structures demanded by global investors. And then came Russian President Vladimir Putin. Think about the difference between Putin when oil was in the $20–$40 range and now, when it is $40–$60. When oil was $20–$40, we had what I would call “Putin I.” President Bush said after their first meeting in 2001 that he had looked into Putin’s “soul” and saw in there a man he could trust. If Bush looked into Putin’s soul today—Putin II, the Putin of $60 a barrel—it would look very black down there, black as oil. He would see that Putin has used his oil windfall to swallow (nationalize) the huge Russian oil company, Gazprom, various newspapers and television stations, and all sorts of other Russian businesses and once independent institutions. When oil prices were at a nadir in the early 1990s, even Arab oil states, such as Kuwait, Saudi Arabia, and Egypt, which has substantial gas deposits, were at least talking about economic reform, if not baby-step political reforms. But as prices started to climb, the whole reform process slowed, particularly on the political side. As more and more oil wealth piles up in petrolist countries, it could really begin to distort the whole international system and the very character of the post-Cold War world. When the Berlin Wall fell, there was a widespread belief that an unstoppable tide of free markets and democratization had also been unleashed. The proliferation of free elections around the world for the next decade made that tide very real. But that tide is now running into an unanticipated counter-wave of petro-authoritarianism, made possible by $60-a-barrel oil. Suddenly, regimes such as those in Iran, Nigeria, Russia, and Venezuela are retreating from what once seemed like an unstoppable process of democratization, with elected autocrats in each country using their sudden oil windfalls to ensconce themselves in power, buy up opponents and supporters, and extend their state’s chokehold into the private sector, after many thought it had permanently receded. The unstoppable tide of democratization that followed the fall of the Berlin Wall seems to have met its match in the black tide of petro-authoritarianism.
High Oil prices create hostile situations, corrodes world stability, and kills democracy

Friedman 6 (Thomas L., columnist for the New York Times,   “The First Law of Petropolitics”, May/June 2006,  http://www.ituassu.com.br/oil_fp2.pdf, CT) 
Although petro-authoritariansim does not represent the sort of broad strategic and ideological threat that communism posed to the West, its long-term impact could nevertheless corrode world stability. Not only will some of the worst regimes in the world have extra cash for longer than ever to do the worst things, but decent, democratic countries—India and Japan, for instance—will be forced to kowtow or turn a blind eye to the behavior of petro-authoritarians, such as Iran or Sudan, because of their heavy dependence on them for oil. That cannot be good for global stability. Let me stress again that I know that the correlations suggested by these graphs are not perfect and, no doubt, there are exceptions that readers will surely point out. But I do believe they illustrate a general trend that one can see reflected in the news every day: The rising price of oil clearly has a negative impact on the pace of freedom in many countries, and when you get enough countries with enough negative impacts, you start to poison global politics. Although we cannot affect the supply of oil in any country, we can affect the global price of oil by altering the amounts and types of energy we consume. When I say “we,” I mean the United States in particular, which consumes about 25 percent of the world’s energy, and the oil-importing countries in general. Thinking about how to alter our energy consumption patterns to bring down the price of oil is no longer simply a hobby for high-minded environmentalists or some personal virtue. It is now a national security imperative. Therefore, any American democracy-promotion strategy that does not also include a credible and sustainable strategy for finding alternatives to oil and bringing down the price of crude is utterly meaningless and doomed to fail. Today, no matter where you are on the foreign-policy spectrum, you have to think like a Geo-Green.  effective foreign-policy realist or an effective democracy-promoting idealist without also being an effective energy environmentalist. 

Democracy Turn – Oil Kill Dem. (2/2)
Freedom and high oil prices are zero sum inverses

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

The First Law of Petropolitics posits the following: The price of oil and the pace of freedom always move in opposite directions in oil-rich petrolist states. According to the First Law of Petropolitics, the higher the average global crude oil price rises, the more free speech, free press, free and fair elections, an independent judiciary, the rule of law, and independent political parties are eroded. And these negative trends are reinforced by the fact that the higher the price goes, the less petrolist leaders are sensitive to what the world thinks or says about them. Conversely, according to the First Law of Petropolitics, the lower the price of oil, the more petrolist countries are forced to move toward a political system and a society that is more transparent, more sensitive to opposition voices, and more focused on building the legal and educational structures that will maximize their people’s ability, both men’s and women’s, to compete, start new companies, and attract investments from abroad. The lower the price of crude oil falls, the more petrolist leaders are sensitive to what outside forces think of them. I would define petrolist states as states that are both dependent on oil production for the bulk of their exports or gross domestic product and have weak state institutions or outright authoritarian governments. High on my list of petrolist states would be Azerbaijan, Angola, Chad, Egypt, Equatorial Guinea, Iran, Kazakhstan, Nigeria, Russia, Saudi Arabia, Sudan, Uzbekistan, and Venezuela. (Countries that have a lot of crude oil but were well-established states, with solid democratic institutions and diversified economies before their oil was discovered—Britain, Norway, the United States, for example—would not be subject to the First Law of Petropolitics.)  
Oil wealth devastates democracy in those countries – multiple warrants  

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

Beyond these general theories, some political scientists have explored how an abundance of oil wealth, in particular, can reverse or erode democratizing trends. One of the most trenchant analyses that I have come across is the work of UCLA political scientist Michael L. Ross. Using a statistical analysis from 113 states between 1971 and 1997, Ross concluded that a state’s “reliance on either oil or mineral exports tends to make it less democratic; that this effect is not caused by other types of primary exports; that it is not limited to the Arabian Peninsula, to the Middle East, or sub-Saharan Africa; and that it is not limited to small states.” What I find particularly useful about Ross’s analysis is his list of the precise mechanisms by which excessive oil wealth impedes democracy. First, he argues, there is the “taxation effect.” Oil-rich governments tend to use their revenues to “relieve social pressures that might otherwise lead to demands for greater accountability” from, or representation in, the governing authority. I like to put it this way: The motto of the American Revolution was “no taxation without representation.” The motto of the petrolist authoritarian is “no representation without taxation.” Oil-backed regimes that do not have to tax their people in order to survive, because they can simply drill an oil well, also do not have to listen to their people or represent their wishes. The second mechanism through which oil dampens democratization, argues Ross, is the “spending effect.” Oil wealth leads to greater patronage spending, which in turn dampens pressures for democratization. The third mechanism he cites is the “group formation effect.” When oil revenues provide an authoritarian state with a cash windfall, the government can use its newfound wealth to prevent independent social groups—precisely those most inclined to demand political rights—from forming. In addition, he argues, an overabundance of oil revenues can create a “repression effect,” because it allows governments to spend excessively on police, internal security, and intelligence forces that can be used to choke democratic movements. Finally, Ross sees a “modernization effect” at work. A massive influx of oil wealth can diminish social pressures for occupational specialization, urbanization, and the securing of higher levels of education—trends that normally accompany broad economic development and that also produce a public that is more articulate, better able to organize, bargain, and communicate, and endowed with economic power centers of its own. 
Democracy Turn – K2 Econ
Democracy is needed in Russia to solve economic collapse and corruption

Merchant 11 (Brian, journalist @ utopian, “Russia Needs to “Reset” Democracy to Avoid Collapse: New Report”, 3-16-11, http://utopianist.com/2011/03/russia-needs-to-reset-democracy-to-avoid-collapse-new-report/, CT)
A new report has just delivered some brutal news to the Russian leadership: it says that the nation needs to “reset” its democracy to avoid “impending economic collapse”. The state needs to recalibrate its entire notion of democracy, the report argues, from loosening its grip on the press to relinquishing some of its control over the economy. Which would be good news for the citizens of Russia, who’ve seen rampant corruption, a silencing of the press, and crony politics dominate its supposed democracy. Perhaps the most interesting aspect of the report is that it’s not coming from some dissident, outsider voice — the report was issued by one of the Kremlin’s most trusted think tanks, one that has had an extensive guide in crafting Russian policy in the past. UPI reports: The document, entitled “Discovering the Future,” calls for extensive economic, social and infrastructure reforms as part of a modernization drive. It urges a reduction in the state’s domination of the economy and calls for easing rules imposed on foreigners seeking to start businesses in Russia. 
Food Prices Turn

Oil dependence drives up food prices
Gartensteen-Ross 8 (Daveed, JD @ NYU, "The High Cost of Oil Dependence," 05-20-08, http://www.defenddemocracy.org/index.php?option=com_content&task=view&id=11781606&Itemid=102, CT)
The current worldwide food-price crisis is also linked to the sharply rising price of oil. According to the U.S. Agency for International Development, “37 countries throughout every region of the world are experiencing localized food insecurity, lack of access to food, or shortfalls in food production or supplies.” World food prices have doubled in the past three years, and the International Monetary Fund found that they have risen by 43% in the past year alone. The social unrest sparked by skyrocketing food prices has been a depressing spectacle, with violent protests spanning several continents—including such countries as Burkina Faso, Cameroon, India, Mauritania, Mexico, Senegal, and Pakistan. Rising food prices are also being felt in the United States, which has experienced “[t]he worst food inflation in 17 years.” In a bleak portrait of the situation published in late February, Time noted that “bringing down food prices could take at least a decade.” While many factors have caused these rising food prices (including increased demand in China and India, among other countries), the spike in oil prices has made a palpable contribution. As Time notes, high oil prices have “pushed up fertilizer prices, as well as the cost of trucking food from farms to local markets and shipping it abroad.” Some commentators claim that increased production of biofuels like ethanol is driving the rise in food prices. Trying to put this into perspective, White House economic advisers recently estimated that corn-based ethanol has accounted for “just 2-3 percent of the overall increase in global food prices.” In contrast, rising oil prices appear to be a much larger factor. Then-acting agriculture secretary Charles F. Conner noted in October 2007 (even before oil hit $100 a barrel) that the rising price of oil “translates into higher packaging costs, higher transportation costs, all the things that go into taking a product from the farm to the grocery shelf.” Moreover, oil is used to plant and harvest agricultural crops. Thus, Conner concluded that the price of oil “is having a much, much greater impact than higher grain prices as a result of ethanol.” Certainly there is no inherent conflict between food prices and biofuel production. Biofuels (including ethanol and methanol) can be made from substances other than food crops—including from coal, natural gas, plants, crop residue, and even municipal waste. As policymakers attempt to fashion a solution to the energy crisis, they must bear in mind how their proposals will affect the food needs of the most vulnerable. But food prices would be rising with or without biofuels—and the situation will only grow worse if we remain so dependent on oil.  Conclusion Our dangerous dependence on foreign oil is, at this point, the most serious problem that our nation confronts. Oil dependence is intimately related to many of the other pressing issues of the day—including our national security, our economy, and worldwide food prices. In the coming weeks and months, FDD’s policy briefings and other publications will explore alternatives to our dependence on oil. A critical first step is recognizing the gravity of the problem.

Even small food price increases kill half the planet 

Brown 5 (Lester, President @ Earth Policy Institute, MPA @ Harvard, Advisor to the Secretary of Agriculture, “Outgrowing The Earth,” 2005,  http://www.earth-policy.org/devcart/index.php?target=products&product_id=29781, CT)
“Many Americans see terrorism as the principal threat to security,” said Brown, “but for much of humanity, the effect of water shortages and rising temperatures on food security are far more important issues. For the 3 billion people who live on 2 dollars a day or less and who spend up to 70 percent of their income on food, even a modest rise in food prices can quickly become life-threatening. For them, it is the next meal that is the overriding concern.”

