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OIL 1NC

Oil prices will stabilize now unless OPEC floods the market
Gronholt-Pedersen 6/22 (Joseph, the Economist, “Oil Market Well Balanced; OPEC to Determine Short-Term Outlook -BP Economist” http://investing.businessweek.com/research/markets/news/article.asp?docKey=600-201206220519DOWJONESENRGYSVC000603-1&params=timestamp%7C%7C06/22/2012%205:19%20AM%20ET%7C%7Cheadline%7C%7COil%20Market%20Well%20Balanced%3B%20OPEC%20to%20Determine%20Short-Term%20Outlook%20-BP%20Economist%7C%7CdocSource%7C%7CDow%20Jones%20and%20Company%2C%20Inc.%7C%7Cprovider%7C%7CACQUIREMEDIA MGE)

SINGAPORE--The global oil market is more balanced now than it was in 2011, but the short-term outlook mainly depends on OPEC production decisions, a senior economist for United Kingdom-headquartered oil major BP PLC (BP) said Friday. "If you set aside concerns about supply and the Iran issue, the oil market looks more balanced now than it was last year," Paul Appleby, BP's head of energy economics, told reporters. Mr. Appleby said a combination of higher production by Organization of Petroleum Exporting Countries, oil inventory levels getting back to normal and relatively weak consumption growth has weakened the market and caused prices to fall in recent months. ICE Brent future prices averaged a record of around $111 a barrel last year as supply disruptions, mainly from Libya, raised fears of a tightening oil market. But the benchmark has come down in recent months, dropping a quarter of its value since mid-March due to worries over global economic growth, while Saudi Arabia increased production. "There is still plenty of spare capacity, and Saudi Arabia could increase production further if they wanted," Mr. Appleby said. "But in the short term, it's really all about OPEC's production decisions," he said, noting that some members of the oil cartel have set a price target around $100 a barrel. "OPEC will try to manage production to keep prices around that level, and they can do that for a while," he said.
The plan reduces US consumption

[INSERT LINK CARD]

That causes Saudi Arabia to flood the oil market and collapse prices
MORSE AND RICHARDS 2002 (Edward L. Morse is Executive Adviser at Hess Energy Trading Company and was Deputy Assistant Secretary of State for International Energy Policy in 1979-81. James Richard is a portfolio manager at Firebird Management, an investment fund active in eastern Europe, Russia, and Central Asia, Foreign Affairs, March/April)

A simple fact explains this conclusion: 63 percent of the world's proven oil reserves are in the Middle East, 25 percent (or 261 billion barrels) in Saudi Arabia alone. As the largest single resource holder, Saudi Arabia has a unique petroleum policy that is designed to maximize the benefit of holding so much of the world's oil supply. Saudi Arabia's goal is to assure that oil's role in the international economy is maintained as long as possible. Hence Saudi policy has always denounced efforts by industrialized countries to wean themselves from oil dependence, whether through tax policy or regulation. Saudi strategy focuses on three different political arenas. The first involves the ties between the Saudi kingdom and other OPEC countries. The second concerns Riyadh's relationship with the non- OPEC producers: Mexico, Norway, and now Russia. Finally, there is Saudi Arabia's link to the major oil-importing regions -- most importantly North America, but also Europe and Asia. Given the size of the Saudi oil sector, the kingdom has a unique and critical role in setting world oil prices. Since its overriding objectives are maximizing revenues generated from oil exports and extending the life of its petroleum reserves, Riyadh aims to keep prices high as long as possible. But the price cannot be so high that it stifles demand or encourages other competitive sources of supply. Nor can it be so low that the kingdom cannot achieve minimum revenue targets. The critical balancing act of Saudi foreign policy, therefore, is to maintain oil prices within a reasonable price band. Stopping oil prices from falling below the minimum level requires cooperation from other OPEC countries and occasionally from non-OPEC producers. Preventing oil prices from rising too high requires keeping enough spare production capacity to use in an emergency. This latter feature is the signal characteristic of Saudi policy. The kingdom can afford to maintain this spare capacity because of the abundance of its oil reserves and the comparatively low cost of developing and producing its reserve base. In today's soft market, in which Saudi Arabia produces around 7.4 mbd, the kingdom has close to 3 mbd of spare capacity. Its spare capacity is usually ample enough to entirely displace the production of another large oil-exporting country if supply is disrupted or a producer tries to reduce output to increase prices. Not only does this spare capacity help the kingdom keep prices in check, but it also serves to link Riyadh with the United States and other key oil-importing countries. It is a blunt instrument that makes policymakers elsewhere beholden to Riyadh for energy security. This spare capacity is greater than the total exports of all other oil-exporting countries -- except Russia. Saudi spare capacity is the energy equivalent of nuclear weapons, a powerful deterrent against those who try to challenge Saudi leadership and Saudi goals. It is also the centerpiece of the U.S.- Saudi relationship. The United States relies on that capacity as the cornerstone of its oil policy. That arrangement was fine as long as U.S. protection meant Riyadh would not "blackmail" Washington -- an assumption that is more difficult to accept after September 11. Saudi Arabia's OPEC partners must also cooperate with the kingdom in part to prevent Riyadh from producing a glut and having prices collapse; spare capacity also serves to pressure key non-OPEC producers to cooperate with Saudi Arabia when necessary. But unlike the nuclear deterrent, the Saudi weapon is actively used when required. The kingdom has periodically (and brutally) demonstrated that it can use its spare capacity to destroy exports from countries challenging its market share. This tactic is the weapon that Saudi Arabia could use if Moscow ignores Riyadh's requests for cooperation. Saudi Arabia has triggered its spare capacity twice in recent history, once when prices were especially low. Both cases demonstrated that the kingdom will accept those low prices so long as it suffers less than its targets do. In 1985, Saudi Arabia successfully waged a price war designed to force other oil producers to stop "free riding" on Saudi oil policy. That policy meant that those states had to cooperate with the kingdom by reining in production enough to allow Saudi Arabia to produce the minimum level that it targeted. Oil prices fell by more than half within a few months, and Saudi Arabia immediately regained the market share it had lost in the preceding four years, mainly to non-OPEC countries.
And the plan hurts oil prices even without a flood

ZAKARIA 2004 - PhD in political science from Harvard and former managing editor of Foreign Affairs (Fareed, “Don’t Blame the Saudis,” 9/6, http://www.fareedzakaria.com/ARTICLES/newsweek/090604.html)

The largest ingredient in current oil prices has been a massive increase in demand. This year's growth is double what it has been for the past six years (on average). That's because the United States is in recovery, Japan's economy is finally back and Asia-particularly China and India-is growing fast. In fact, this year is likely to have the strongest global growth on record in three decades-unless oil prices choke it off. While demand is up, supply can't rise much. For a variety of reasons, almost no oil-producing country has "surplus capacity"-the ability to put substantially more oil into the market. Oil companies have been slow to increase investments in production, and these expenditures take a few years to bear fruit. "Right now oil markets are tighter than they were on the eve of the 1973 oil shocks. And they will stay tight for the next two years. That makes the geopolitics of oil crucial," says Daniel Yergin, the chairman of Cambridge Energy Research Associates. If there is trouble anywhere, it will probably cause an oil shock. And think of the possibilities-instability in Venezuela, Nigeria, Indonesia, Libya, Saudi Arabia or, of course, Iraq. Last year the markets could absorb the loss of Iraqi oil (during the war). This year they can't. Iraq has to stay online. And all these other countries have to stay stable. There is only one country with significant surplus capacity-Saudi Arabia. Saudi Arabia has increased its production repeatedly over the past two years, or else prices would be higher still than they are. And the Saudis are making investments that will increase their surplus capacity by the yearend. In a tight oil market, Saudi Arabia is the pivotal player. Consider the irony. One of the Bush administration's (privately stated) reasons for going to war in Iraq was to reduce our dependence on Saudi Arabia's oil power. It was a reasonable idea. But having botched the occupation, with Iraqi oil more insecure now than before the war, America is today more dependent on Saudi Arabia than ever before. Fortunately the Saudi regime has proved a responsible and reliable player, in this realm. "The Saudis are the central bankers of the world of oil. And they take that role seriously," says Yergin. What to do about this new reality? George Bush proposes increased U.S. production in Alaska. John Kerry calls for increased conservation. Bush is correct to argue that some increase in American production is important. In 1973, the United States imported one third of its oil from abroad. Today it imports two thirds. And exploration does not have to be ecologically devastating. Even if the major oilfields that are assumed to exist there were discovered in the Arctic National Wildlife Refuge, only a few thousand acres of the 19 million-acre refuge would be affected. But the more lasting solution to America's oil problem has to come from energy efficiency. American demand is the gorilla fueling high oil prices-more than instability or the rise of China or anything else. Between 1990 and 2000 the global trade in oil increased by 9.5 billion barrels. Half of that was accounted for by the rise in U.S. imports. America is consuming more because it is growing more-but also because over the past two decades, it has become much less efficient in its use of gasoline, the only major industrial country to slide backward. The reason is simple: three letters-SUV. In 1990 sport utility vehicles made up 5 percent of America's cars. Today they make up 55 percent. They violate all energy-efficiency standards because of an absurd loophole in the law that allows them to be classified as trucks.
That crushes the Russian economy and undermines support for the regime
KRAMER 12 – New York Times writer and editor (ANDREW E. “Higher Oil Prices to Pay for Campaign Promises” New York Times March 16, 2012 http://www.nytimes.com/2012/03/17/business/global/vladimir-putins-big-promises-need-fueling-by-high-oil-prices.html?_r=2?pagewanted=print Putin Needs ajones)

MOSCOW — In American presidential politics, high oil prices are a problem. For Vladimir V. Putin’s new presidential term in Russia, they will be a necessity — crucial to fulfilling his campaign promises to lift government spending by billions of dollars a year.  But doing that without busting the Kremlin’s budget would require oil to reach and sustain a price it has never yet achieved — $150 a barrel, according to one estimate by Citigroup. No wonder economists who specialize in Russia are skeptical. (On Friday, Russia’s Ural Blend export-grade oil was trading at $120 on the global spot market.) “It’s very hard to overestimate how vulnerable the Russian economy is to external pressures” from the oil price, Sergei Guriev, the rector of the New Economic School in Moscow, said in a telephone interview. “That vulnerability is huge, which is why Russia must be very vigilant. The spending is a risk.” The promised spending is also ambitious. Mr. Putin has laid out a program of raising wages for doctors and teachers, padding retirement checks for everyone and refurbishing Russia’s military arsenal. The oil-lubricated offerings would even include a population premium: expanding the popular “baby bonus” payments the Russian government provides to mothers, to include a third child. The payment, of up to $8,300 for housing or baby-related expenses, now comes as an incentive only with each of the first two children. The additional cost of the expanded baby benefits alone will total $4.6 billion a year, according to an estimate by the Higher School of Economics in Moscow. Most of Mr. Putin’s spending promises came at least partly in response to the street demonstrations by young and middle-class protesters in Moscow and other big cities challenging his authority in the weeks leading up to the March 4 election. His apparent aim was to shore up support from the rest of Russia: poorer and rural parts of the country, and from state workers and the elderly. The repercussions of his campaign promises, and an earlier commitment on military spending, could be felt for years to come, giving price swings in oil a bigger role than ever on the Russian economy. Taxes on oil and natural gas sales provide half of Russia’s government revenue. Each increase in the Russian budget equivalent to 1 percent of the gross domestic product requires a rise in the price of oil of about $10 a barrel on global markets — which is how Citigroup arrived at the $150-a-barrel figure for meeting the new obligations Mr. Putin has taken on. Analysts worry that, even if the government can fulfill its promises, too little will remain for a sovereign wealth fund that is intended as a shock absorber for the Russian economy and the ruble exchange rate during an oil price slump. Russia needed to use that buffer as recently as 2008, during the financial crisis. “The concern is simple,” Kingsmill Bond, the chief strategist at Citigroup in Russia, said in a telephone interview. “If the oil price that Russia requires to balance its budget is higher, the systemic risks that the market faces are also higher.” The bank estimated that Mr. Putin’s promises of higher wages and pensions, not counting the military outlays, add up to additional spending equal to 1.5 percent of Russia’s gross domestic product. That comes on top of an earlier pledge to spend an additional 3 percent of gross domestic product a year re-arming the military. In all, the new commitments would add up to about $98 billion a year, Citigroup estimates. The spillover from the Arab Spring and the specter of an Israeli attack on Iran’s nuclear development plants are propping up oil prices now. But over the long term, economic stagnation in Europe could help bring them down. Even before the election, Russia’s government spending was up, helping reinforce Mr. Putin’s message that he was the best candidate to deliver prosperity and stability. In January, the Russian military ministry, for example, doubled salaries in the nation’s million-person army. It was ostensibly a long-planned move. But coming just two months before the presidential vote, the political message was clear. Also smoothing the path for Mr. Putin’s victory was a national cap on utility rates that helped keep inflation at the lowest level in Russia’s post-Soviet history for January and February, at a 3.7 percent annual pace. “Putin made large spending commitments,” the Fitch rating agency said in a statement released the day after the election. “The current high price of oil cushions Russia’s public finances,” Fitch said. “But in the absence of fiscal tightening that significantly cuts the non-oil and gas fiscal deficit, a severe and sustained drop in the oil price would have a damaging impact on the Russian economy and public finances and would likely lead to a downgrade” of the nation’s credit rating. As Mr. Putin’s spending promises started to be introduced in January, Fitch altered Russia’s outlook to stable, from positive. Mr. Putin has defended the proposed spending as necessary and just, given the hardship of teachers and other public sector workers in the post-Soviet years. “A doctor, a teacher, a professor, these people should make enough money where they work so they don’t have to look for a side job,” Mr. Putin wrote in a manifesto published during the campaign. But in fact, the government will offset a portion of the pay raises, perhaps as much as one-third of their cost, by laying off some public sector workers and trimming some other public spending. That was the word from Lev I. Yakobson, the deputy rector of the Higher School of Economics, who helped draft the policy. That part of the plan, though, was never part of Mr. Putin’s stump speech.

Nuclear war
FILGER 2009 (Sheldon, author and blogger for the Huffington Post, “Russian Economy Faces Disastrous Free Fall Contraction” http://www.globaleconomiccrisis.com/blog/archives/356)

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

PRICES UP
Prices up—OPEC production is stable

RFERL 6/15/12 (Radio Free Europe Radio Liberty, reported from AP, Reuters, AFP, “ Oil Price Rises After OPEC Leaves Output Target Unchanged” RFERL Online, http://www.rferl.org/content/oil-price-rises-with-opec-target-hold/24615057.html) 

The price of oil has risen on Asian markets after the Organization of the Petroleum Exporting Countries (OPEC) decided to leave current output levels unchanged. The price of a barrel was approaching $85 in Asian trade on June 15 after falling to some $83 earlier in the week. OPEC earlier formally rejected a proposal from Iran and Venezuela for the cartel to cut some 1.6 million barrels per day in a bid to drive the price higher. However, the organization's secretary-general, Abdullah El-Badri, said he expected the 1.6 million-barrel cut to be imposed by members unofficially. OPEC's official current output is some 30 million barrels per day, but OPEC officials have acknowledged the true figure is about 31.6 million.

Prices recovering

Shore 6/14/12 – Bloomberg business week writer (Sandy,  Oil prices climb as OPEC debates production level, The Associate Press – Bloomberg, http://www.businessweek.com/ap/2012-06/D9VD1DI83.htm)

The price of oil is rising as OPEC ministers debate how much oil to produce while the global economy is experiencing weaker growth. Benchmark crude rose $1.21 to $83.84 per barrel Thursday in New York. Brent crude, which is used to price international varieties, gained 21 cents to $96.92 per barrel in London. Separately, natural gas prices jumped more than 10 percent after the government said supplies increased less than expected last week. It was the biggest gain for the fuel since late October. Members of the Organization of the Petroleum Exporting Countries were divided over oil production heading into the meeting in Vienna. An OPEC report this week showed that members are producing nearly 33 million barrels a day, nearly 3 million barrels more than its overall quota.
DEMAND HIGH

US oil demand is set to increase – this evidence is predictive

McKillop 6/17/12 -  former Expert-Policy and Programming, Division A-Policy, DG XVII-Energy, with the European Commission, Brussels (Andrew, “ Crude Oil Demand Recovery Is Unlikely”  The Market Oracle http://www.marketoracle.co.uk/Article35184.html)
“World oil consumption will rebound next year as the global economy recovers, according to a report released by the Paris-based International Energy Agency which said it expects global oil demand to grow 1.7%, for an increase of 350,000 barrels per day from its previous estimate". The only problem with the serial oil demand growth-forecasting reports from the IEA is the above example dates from.... September 2009. At that time, crude for November delivery was trading around $71.75 a barrel for WTI grade. Why oil demand did not rebound is the real question, and the reasons for this are not only due to GDP change or oil prices but are wide ranging - and will go on growing. This especially affects the European Union countries, the US and Japan, which are the three main oil consumers in the IEA's 28 member states, using a combined 44.25 million barrels a day (Mbd) as of March 2012, almost exactly 50% of world total oil demand.

SAUDI PRODUCTION DOWN
Saudi Arabia will cut production to keep oil at 100 dollars a barrel

Daya 6/7 (Ayesha, “Saudi Arabia Achieving $100 Oil Signals Output Reversal” Bloomberg, http://www.bloomberg.com/news/2012-06-06/saudi-arabia-achieving-100-oil-signals-output-reversal.html MGE) 

Saudi Arabia is poised to rein in oil sales after it achieved a $100-a-barrel target by cutting the price of its crude and pumping at the highest rate in at least three decades. The world’s biggest crude exporter started to scale back shipments this month, Vienna-based researcher JBC Energy GmbH said, citing tanker fixtures. Three days ago the desert kingdom raised the July official selling price to Asia of its main crude grade, Arab Light, for the first time in three months, another sign that it is reducing production, according to the Centre for Global Energy Studies in London. Enlarge image Output has averaged 10 million barrels a day for the past three months, Oil Minister Ali al-Naimi said. Photographer: Joe Klamar/AFP/Getty Images Saudi Arabia has been trying to lower the international price of oil to about $100 as slowing global economic growth counters concern of a supply shortage following a ban by western nations on imports from Iran. Brent crude, used to price more than half the world’s oil, fell to a low of $95.63 a barrel on June 4 amid Europe’s debt crisis, brimming supplies and weaker- than-expected Chinese manufacturing. Prices were as high as $128.40 in March. “The downward pressure on prices will continue until they reduce supply,” said Manouchehr Takin, an analyst at CGES, which predicted last month that the Saudis would attain their $100 target. “OPEC’s doves have said $100 is their target, so they have to defend it.”
Saudi Arabia will cut production now to stabilize prices

Daily Times 6/23 (“Oil back over $90 after hitting 18-mth low” http://www.dailytimes.com.pk/default.asp?page=2012%5C06%5C23%5Cstory_23-6-2012_pg5_28 MGE)

As the economic outlook darkens, oil supply is ample. The Organisation of the Petroleum Exporting Countries (OPEC) is pumping about 1.6 million barrels per day (bpd) more than the demand for its oil and its own supply target, OPEC figures show. Much of the extra oil has come from top exporter Saudi Arabia, which made clear it was unhappy with the surge in prices earlier this year, as well as from an export capacity expansion in Iraq and a recovery in Libyan output. OPEC agreed at a meeting last week to keep its oil output limit at 30 million bpd, and several in the group called on Saudi to cut back supplies to bring collective output down to the target level. There are signs of lower Saudi output already. Saudi Arabia told OPEC it trimmed output in May to 9.8 million bpd from 10.1 million bpd - the highest in decades - in April. reuters
Oil market may be weak but Saudi Arabia is decreasing production now

Saudi Gazette 6/24 (“Oil markets to remain weak in 2012” http://www.saudigazette.com.sa/index.cfm?method=home.regcon&contentid=20120624127934 MGE)

Oil market is expected to remain weak during the rest of 2012 amid decrepit global economic growth, Kuwait-based Al-Shall Economic Consulting Company said in a report. "Because the market is currently weak, it is anticipated that the countries which exceeded their official quota would begin its reduction, as started already by Saudi Arabia. OPEC believes that any slight increase in the remaining part of the year will cover production from outside OPEC," the report said. "OECD stocks — the advanced states and stocks of states outside it are measured by consumption days at their highest rates; therefore, the oil market will remain weak during the rest of the year." It added that this development would oblige OPEC members, including Kuwait, to cut its oil production levels. Last May, Kuwait produced 3 million barrels per day, according to one source and about 2.858 million barrels per day according to another. Kuwait consumes about 300 thousand barrels per day; thus only 2.7 million barrels per day (or 2.558 million barrels per day in the second case) are exported, this operation can be used as an index.
Saudi Arabia decreasing oil exports in the SQ

Smith 6/21 (Grant, “OPEC Trims Exports As Gulf Members Cut Back, Oil Movements Says” Bloomberg http://www.bloomberg.com/news/2012-06-21/opec-trims-exports-as-gulf-members-cut-back-oil-movements-says.html MGE)

 The Organization of Petroleum Exporting Countries will trim exports as Gulf producers led by Saudi Arabia pare a surge in output, according to tanker-tracker Oil Movements.

OPEC, responsible for about 40 percent of global supplies, will reduce shipments by 20,000 barrels a day to 23.92 million a day in the four weeks to July 7, compared with 23.94 million to June 9, the researcher said today in an e-mailed report. The data exclude Angola and Ecuador. The group pledged to constrain supplies at a meeting last week in order to comply better with its collective production target.

“The Gulf generally is going down with the Saudis in the lead,” Roy Mason, the company’s founder, said by telephone from Halifax, England. “It’s been an unusual second quarter in that sailings have gone down from beginning to end, and that is a result of high Middle East sailings at the beginning.”

Exports from the Middle East, including non-OPEC members Oman and Yemen, will slip 0.5 percent to 17.58 million barrels a day in the four-week period, according to Oil Movements.

Crude on board tankers will average 496.81 million barrels, up 3.9 percent from the month to June 9, the researcher said. Oil Movements calculates shipments by tallying tanker-rental agreements. Its figures exclude crude held on board ships used as floating storage.

OPEC comprises Algeria, Angola, Ecuador, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, the United Arab Emirates and Venezuela.

Oil exports are being decreased, but Saudi Arabia has the ability to drop prices below 100 dollars

Economic Times 6/21 (“OPEC oil exports to fall in 4 weeks to July 7: Analyst” http://economictimes.indiatimes.com/news/international-business/opec-oil-exports-to-fall-in-4-weeks-to-july-7-analyst/articleshow/14323897.cms MGE)

LONDON: Seaborne oil exports from OPEC, excluding Angola and Ecuador, will fall by 20,000 barrels per day (bpd) in the four weeks to July 7, an analyst who estimates future shipments said on Thursday. Exports will reach 23.92 million bpd on average, compared with 23.94 million bpd in the four weeks to June 9, UK consultancy Oil Movements said in its latest weekly estimate. The Organization of the Petroleum Exporting Countries pumps more than a third of the world's oil. OPEC prepared to keep oil output limits on hold last week, powerless to do anything other than leave lead Saudi Arabia to decide whether to scale back supplies to stem a slide in prices below $100 a barrel.
RUSSIA/OPEC
OPEC won’t change production now and prices are still high—Russia is expanding its market share

Reuter 6/21 (Chicago Tribune, “IEA head welcomes OPEC efforts to meet oil demand” http://www.chicagotribune.com/business/sns-rt-us-energy-ieabre85k0fq-20120621,0,4361017.story MGE)

The head of the International Energy Agency on Thursday welcomed the recent decision by oil export cartel OPEC to leave its output limits unchanged, saying the decision showed a commitment to meet the supply needs of consumers. "Last week there was an OPEC meeting and I was happy about the outcome because it showed there is still some wish to meet the demand of customers and this is very important," Maria van der Hoeven, the IEA's executive director, told a panel discussion at the St Petersburg International Economic Forum. The Organisation of the Petroleum Exporting Countries left its collective output limit unchanged at 30 million barrels per day at its meeting in Vienna on June 14, despite a slide in oil prices below $100 per barrel. "Markets are better supplied than a few months ago but prices are still at historic high levels," said van der Hoeven, whose organisation represents the energy interests of developed nations. "We can't be complacent about the situation as it is, especially in times of slow economic recovery." She also welcomed higher production by non-OPEC producers like Russia, which was also helping to balance supply and demand.
RUSSIAN ECON UP
Russian economy strong due to oil profits
Higgins 6/22/12 – Reporter for Bloomberg news (Tim, “GM CEO Says Russia Growth Helps Make Up For Europe Losses” Bloomberg, http://www.bloomberg.com/news/2012-06-22/gm-ceo-says-russia-growth-helps-make-up-for-europe-losses.html)
The alliance of Renault SA (RNO) and Nissan Motor Co. (7201) announced plans in May to take majority control of Russia’s largest automaker, OAO AvtoVAZ. (AVAZ) Separately, Volkswagen AG (VOW) and Ford Motor Co. (F) announced deals last year to increase production in Russia to take advantage of tax incentives for attracting foreign investment. Automakers may import components with zero or 3 percent duties in return for investment agreements to build at least 300,000 cars locally a year. PricewaterhouseCoopers estimates the Russian auto market, driven by improving economic conditions fueled by the oil and gas industries, will grow 7 percent this year and reach 3 million units in the near future, Rick Hanna, global auto leader, said in a telephone interview. “It’s now the second-largest market in Europe behind Germany,” he said.  

GM’s investments in Russia have helped mend hard feelings following the U.S. automaker’s decision in 2009 to kill a deal to sell a majority stake of Opel to Magna International Inc. (MG) and OAO Sberbank (SBER), Russia’s biggest lender. Akerson, then a new board member after GM’s U.S. government-backed bankruptcy reorganization, joined with other directors in opposing the Opel sale. “There was a lot of turmoil post-bankruptcy,” Akerson said. “The decision was made prior to the reconstitution of the board and we changed directions. Everything I’ve seen and heard so far, was, ‘OK, that’s past. Past is not prologue.’ They see us investing in plant and equipment and jobs here in Russia. I haven’t gotten any pushback.” The Russian government has set clear tax and regulatory policies, the CEO said. “I was at a breakfast this morning with basically their cabinet and was impressed with the public expression of civility, continuity and constancy,” said Akerson, who participated in the St. Petersburg International Economic Forum. “They talk about taxes. Taxes will be what the taxes are. You don’t have this uncertainty that you see even in the United States.”
Russian economy strong

RT 6/22/12 (“ Lower oil price 'good for Russia'” RT online, http://rt.com/business/news/oil-price-russia-economy-497/

Analysts say Russia, one of the four BRIC countries, has become a particular surprise this year, Russia seems to be more sheltered from the current global economic crisis than it was during the 2008 and 2009 downturn. Its prospects are brighter than those of many other economies The country’s economy is expected to grow between 4-5 percent this year -much higher than any developed country.  “If it carries on growing at these rates it will contribute more to the world this decade than he whole of Europe,” said Jim O’Neill. Together with the other BRIC nations Russia is ready to tackle the global economic crisis. “Emerging countries, including BRICS should play a bigger role in the world economy,” Russian President Vladimir Putin told the Petersburg International Economic Forum. Brazil, Russia, India, China and South Africa have recently offered their help, pledging to inject $75 billion into the IMF.
Russian growth now

NASDAQ 6/20/12 – 2nd largest stock exchange in the world (“ IBM Targets Growth in Russia - Analyst Blog” NASDAQ Online, http://community.nasdaq.com/News/2012-06/ibm-targets-growth-in-russia-analyst-blog.aspx?storyid=149882)

To fund its expansion plans, the company expects to invest $6 million through 2012. IBM will also hire local staff to cater to the growing needs and challenges of its clients in the region. The decision to invest its resources in Russia and CIS regions is supported by the fact that the country's real GDP has increased by 67% since 2000, according to research and analysis firm Economist Intelligence Unit, a business unit of The Economist Group. According to Bloomberg, Russia's economy in the last quarter grew at the fastest pace since the three months ended September 2011. The growth came on account of robust retail sales that offset slower production in mining. The Federal Statistics Service in Moscow noted that Russia's GDP grew 4.9% in the first quarter from the year-ago period. Moreover, IT spending in Russia was $32 billion in 2011, which is expected to rise to $35.5 billion in 2012, according to IDC estimates. Separately, Gartner expects Russia's share of IT spending to be approximately 45% of the total spending in Central and Eastern Europe. The research firm expects IT spending in the region to touch $158 billion this year. Thus, IBM is well on track to capture the billion dollar opportunity that the region presents.
BRINK

Spare capacity exists and prices are on the brink—producers are waiting for market signals

Varma 6/21 (Subodh, “Output beats global oil consumption” Times of India, http://timesofindia.indiatimes.com/business/india-business/Output-beats-global-oil-consumption/articleshow/14311331.cms MGE)

New Delhi: Strange things are happening in the world of oil. Crude prices have dropped more than 25% in the past four months. Global oil consumption has dropped below global production for the first time since 2004-05. Oil production capacity lying idle has increased to 2.5 billion barrels per day - higher than the 2003-2008 average. And, players in the futures trade are sitting on a fence, betting that prices will fall further in the near term, but preparing for an upswing - just in case.

On February 24 this year, spot price of crude climbed to a four-year high of $109.8 per barrel, sending fears across the world that it would very soon kiss the record of $145 set in July 2008. Oil futures contracts for delivery in March were selling at about $125. But oil contracts for later delivery - say, December - were cheaper by as much as $7. The big boys who play the oil market were clearly betting on the prices falling. And, this is what has happened. 

Although the Energy Information Administration (EIA) of the US had said in its last report in April that oil consumption stood at an all-time high, it also pointed out that production was outstripping consumption by about 0.5 million barrels per day. The report also said oil stocks increased by 0.2 million barrels in the US and 0.1 million barrels in other OECD countries.

Saudi Arabia has huge oil stocks waiting—they’re just deciding whether to flood

Cooper ’12 – reporter for Tehran Bureau (Andrew Scott,  Iran, Saudi Arabia, and a Global Game of Risk, Tehran Bureau, 5/31, http://www.pbs.org/wgbh/pages/frontline/tehranbureau/2012/06/comment-iran-saudi-arabia-and-a-global-game-of-risk.html)

These unfavorable trends have not gone unnoticed in Tehran. Last month, Iranian Oil Minister Rostam Ghasemi dismissed Saudi Arabia's claim that it was prepared to step in to replace Iranian oil lost due to new sanctions. "Saudi production may be temporary, and it definitely cannot continue," he predicted. The Iranians are gambling that Saudi production, though at full capacity, will not make a dent in the oil markets. The implication is that the Saudis don't really want to -- or perhaps can't afford to -- bring prices down. The Iranians had better hope they are right. As I noted in my column earlier this month, the Saudis are not only producing oil at full capacity, they are also stockpiling much of their surplus production. Until they decide whether to hold on to it or flood the market with it, the Saudi oil sword remains sheathed for now and the global game of risk continues. Iran has been at the epicenter of every oil shock since 1973. In my next column, I will look at how oil prices have historically contributed to geopolitical and financial instability, and why any decision to flood the market this year may turn not on Iran's nuclear program but on events in Europe and President Obama's prospects for reelection.
Saudi Arabia is already nervous—US demand is a wild card

LeVine 4/14 (Steve, “A disruption for China, and the rise of small nations” Foreign Policy, http://oilandglory.foreignpolicy.com/posts/2012/04/24/a_disruption_for_china_and_the_rise_of_small_nations MGE)

 Saudi has valid reasons to worry, as it seems almost-certain that the fresh big oil finds on other continents will whittle away at the centrality of the mighty nations of OPEC, the bain of Western economies for 35 years. OPEC seems far less likely to call the shots in global oil and, according to Citigroup and other analysts, the per-barrel price its members earn could be much-reduced. The wild card will be demand, meaning China's future oil appetite, and the continued progress of energy efficiency.
A2: OIL GLUT NOW

Saudi oil production is high but they haven’t flooded the market
Reuters 6/25 (“Saudi Arabia keeps oil tap on for world growth, Russia hurts” http://in.reuters.com/article/2012/06/25/saudi-oil-idINL5E8HJGHB20120625 MGE)

Gulf and Western government sources in contact with Saudi officials said the OPEC power can tolerate oil at $90 or below for months, price levels that hurt Iran and Russia as they face off against Riyadh over the conflict in Syria. Saudi Arabia has a built up a revenue surplus in the first half of the year and requires a much lower oil price to balance its budget than most of its fellow OPEC members and leading non-OPEC producer Russia. "If we keep producing at roughly the same rate, we're not flooding the market," said a senior oil official from a Gulf producer. "And we want to act responsibly for the sake of the world economy."
OPEC will cut production in the status quo—prices will stabilize

FINANCIAL POST 6-11-2012 (“OPEC boss suggests move to reduce oil glut,” http://business.financialpost.com/2012/06/11/opec-boss-suggests-move-to-reduce-oil-glut/?__lsa=fc8bf293)

OPEC’s president signalled on Monday it could act to reduce a glut of oil that has knocked the price down towards double digits, but said it was unlikely to set individual country production quotas at a meeting this week.

Abdul Kareem Luaibi, who also serves as oil minister of Iraq, said maintaining the price at $100-$120 a barrel was “reasonable and acceptable”, but repeatedly declined to specify what action if any OPEC might take when it meets on Thursday.

Supply from OPEC is running nearly 2 million barrels per day (bpd) above a self-imposed production ceiling of 30 million barrels per day set when ministers last met in December. At the time, individual targets for countries were not allocated.

“It’s very clear there is a tremendous surplus that has led to this severe decline in prices in a very short time span,” Luaibi told reporters. “This will not serve anyone.”

Oil is now trading at about $100 a barrel after falling back from a four-year high of $128 in March. Worries about the slow pace of global economic recovery have helped depress prices, which had been boosted earlier this year by tension between the West and Iran over its nuclear programme.

The OPEC president said that ministers of the 12-nation group would decide what action to take after a review of market conditions, but declined to give further details.

“We have our own view about the surplus, but it’s not diplomatic to talk about if for the time being,” he said.

Advertisement

He did make clear that new individual quotas for countries were unlikely to be agreed, as long as the prospect looms of sanctions on Iran.

“It’s rather difficult at this conference to talk about individual quotas because there are outside conditions beyond the control of OPEC,” he said.

Iran, which has seen its own production sink to the lowest level in two decades as a result of EU and U.S. sanctions, blames Gulf Arab countries for over-producing and wants cuts to support higher prices.

Luaibi said his own country, Iraq, would export 2.9 million bpd next year – up from 2.4 million bpd now. That implies total Iraqi output of 3.4 million bpd, which would allow it to overtake Iran as OPEC’s second biggest producer. Iraq has ambitious plans to expand production held back by decades of war and sanctions.

Iran is especially frustrated by the lofty production rate of Saudi Arabia, which has exceeded 10 million bpd to reach a 30-year high. The kingdom’s aim was to help drive the price down to $100 – a level it feels is ideal – and help cushion consumers from a loss of supply from sanctions-hit Iran.

But there are signs that Saudi Arabia could be turning down the taps. It pumped 9.8 million bpd of crude oil in May, an industry source said on Saturday.

Traditional allies of Iran – Venezuela and Algeria – have also criticized OPEC overproduction, with Algiers even suggesting the possibility of a supply cut.
A2: SHOULD FLOOD NOW

Current challenges to Saudi oil aren’t enough to trigger a flood—this doesn’t take out uniqueness, it gives us a brink and proves that transportation is key

Stelzer 6/23 (Ryan, “A Rapidly Changing Energy World?” The Weekly Standard, http://www.weeklystandard.com/print/blogs/rapidly-changing-energy-world_647755.html MGE)
All of this makes for exciting geopolitical manoeuvring, and provides oil traders with food for thought. But it is far less important than some very fundamental changes that are going on in our energy markets. Thanks to a new technology, hydraulic fracturing (known as fracking), and horizontal drilling, production of oil and gas from shale is increasing despite the Obama administration’s reluctance to grant permits for drilling on federal lands and offshore. America, which in 2008 imported almost 60% of the oil needed to run its cars, trucks and factories, now imports only 45 percent of its requirements. And that is likely to decline when the vast quantities of oil under the surface of American lands and coastal waters, including two trillion barrels trapped in shale and sand—100 times our currently reported reserves—are finally tapped. That is only one of the threats to OPEC’s continued dominance of oil markets. The second is Canada, with its vast reserves of oil shale, waiting construction of pipeline connections to the U.S.—so far refused by President Obama. The third is natural gas, now available in such huge quantities as a result of new drilling technologies that prices are depressed, as seen by producers, or attractive, as seen by consumers and developers of gas-powered vehicles. Finally, there is electricity, available more cheaply from generators fuelled by cheap, abundant natural gas and, possibly, by a renascent nuclear power industry that some utilities are betting their shareholders’ money has overcome its history of cost over-runs and operating problems, and will be able to compete with cheap natural gas. At the moment, the use of natural gas to power vehicles in America is confined largely to buses and garbage trucks: only Honda is offering a natural gas vehicle (NGV) for ordinary consumers. These vehicles do have limitations: the tank for natural gas consumes almost all of the space in the trunk of an ordinary passenger car, and infrastructure for refills has yet to be developed. But enthusiasts for this fuel, among them Robert Hefner III (“The Grand Energy Transition”), expect wider use in the transport sector to result from the current level of natural gas prices. The electric car and its hybrid variants have become the véhicule de jour of the wealthy, trendy green, Hollywood set, but no one outside of the White House believes President Obama prediction that one million such vehicles will be on the road by 2015, in part because a battery-driven car costs about $15,000 or almost 40 percent more than an identical gasoline-driven car, according to Alan Mulally, CEO of Ford, the maker of the all electric Focus. So far, growth in the use of these vehicles depends heavily on several subsidies from the federal government for these so called plug-in electric vehicles (PEVs). Buyers get a tax credit of $7,500, and makers of batteries for PEVs receive subsidies from a $2 billion fund used by the administration to pick winners in the race to develop batteries that can reduce “range anxiety” by increasing the range of PEVs from their current at-best 80 miles, clocked by the new Ford Focus Electric. Hybrid electric/gasoline vehicles do better. One beneficiary of taxpayer largesse, A123 Systems, the poster-boy for President Barack Obama’s drive to replace gasoline with batteries, recently laid off some of its workers after one of its products proved a dud, and is now seeking private financing to supplement the $249 million promised by the government so that it can continue down a new, allegedly more promising path. The company’s first-quarter loss of $125 million and 40 percent drop in revenues were due to soft demand for PEVs, even though sales of conventional vehicles are booming and consumers can remember $4 gasoline. If A123 does go under, its fall will add to the President’s embarrassment at the failure of his other chosen “winner”, Solyndra, a bankrupt solar panel manufacturer that cost taxpayers half-a-billion dollars. Politicians make poor venture capitalists; Mitt Romney’s supporters argue the reverse is not true. Not all the news is bad for the PEV industry: Federal Express is slowly converting parts of its truck fleet from gasoline to battery-driven, and the military is attempting to do the same to reduce problems of supplying gasoline to its far-flung forces. But the gasoline-driven car will be with us for a long while, eliminating any pressure on the Saudis to open the valves enough to lower prices to the $50-$70 range on which they thrived a mere three years ago. Which brings us back to the subsidies to battery manufacturers. Because the use of oil imposes on society security and other costs not borne by consumers—what economists call externalities—it is not unreasonable for society, aka taxpayers, to set aside some modest sums for research into ways of reducing that security risk. So score one for the President, and ignore the never-subsidize-anything crowd. But when it comes to allocating the funds, the President has it wrong and his critics have it right: politicians can’t pick winners, and in many cases don’t even try—with all those campaign contributors at the trough, we get crony capitalism rather than efficient use of resources. Indeed, the lending process itself becomes distorted. In the case of batteries, recipients of grants had to agree to staffing targets unrelated to market demand for their batteries -- a job creation scheme, timed with the election in mind. There is a solution. The funds set aside for this sort of product research and development can be put in a pool, and handed out to the bidders who agree to put their own funds at risk. Those offering the most skin in the game, get the subsidies. In effect, that leaves the allocations to expert venture capitalists and entrepreneurs who have a real incentive to pick the most likely winners. If America’s environmentalists lose their fight to prevent the spread of new drilling technologies, to curtail development of oil-rich areas in the United States, and to prevent the construction of pipelines to Canada, and if some of the new alternatives to gasoline develop, OPEC’s power over prices might be weakened. Not eliminated, just weakened. That’s progress of sorts.

Saudi Arabia is still waiting for market demand signals—they haven’t reached the threshold

DOW JONES 2008 (“Saudi Fears of High Oil Prices Fade With Demand,” May 5, http://snuffysmithsblog.blogspot.com/2008_04_06_archive.html)

Within oil industry circles in places like Houston, the Saudi power has also carried a somewhat ominous connotation. Faced with growing production from the U.K., Mexico and other non-OPEC countries in the mid-1980s, Saudi Arabia flooded the market in an effort to drive out high-cost production and reassert its dominant market share.

The 1986 oil price crash ushered in more than 15 years of mostly-lower crude prices, instilling a memory of economic hardship on the western oil industry that continues to be reflected in Big Oil's caution during these heady times. The shift to lower petroleum prices also impeded the development of renewable energy for about two decades.

In his book, The Prize, Daniel Yergin compared the Saudi tactic in the 1980s to power plays by John Rockefeller and other heavyweights in the history of oil who have used a "good sweating" to drive out competitors.

"No one is worrying about over-supply," Yergin said in an interview. Instead, the market is preoccupied with meeting growth in China, India and other fast-developing economies.

"What (the Saudis) have discovered is that the tolerance level in consumers is higher than they thought," said Thomas Lippman, an adjunct scholar at the

Middle East Institute, a Washington research institute.

Given the specter of higher demand in Asia and the increased cost of bringing on new oil production, many analysts believe the long-term price of oil is in the $45-$60 a barrel range. Recent comments by Naimi suggest the Saudi official sees an even higher floor than that.
"A line has been drawn now below which prices will not fall," Naimi said in March in an interview with PetroStrategies, a French energy publication. Citing the marginal costs of biofuels and Canadian tar-sands, Naimi defined the floor as "probably between $60 or $70."

Naimi in April said Saudi Arabia was putting off a plan to expand oil capacity beyond 12.5 million barrels because of concerns about demand growth. "Unless we see really genuine demand, we have to pause right now and see what happens," Naimi told Petroleum Argus.

Some energy analysts say the Saudi move suggested a more sober outlook on oil prices. "If they see a lot of risk on the demand side then you could see very low prices and potentially a lot of underutilized capacity down the road," said Ken Medlock, a fellow at Rice's Baker Institute.
A2: FLOOD INEV—IRAN

Iran won’t cause Saudi Arabia to flood the market—just a gradual release of oil

OIL PRICE.COM 2011 (“Saudi Arabia Using Oil as an Economic Weapon Against Iran,” June 28, http://oilprice.com/Energy/Crude-Oil/Saudi-Arabia-Using-Oil-As-An-Economic-Weapon-Against-Iran.html)

In a meeting with U.S. and British servicemen at a U.K. airbase, the prince claimed that Saudi Arabia does not want Tehran to attain nuclear weapons, to the extent that the Saudis are willing to completely open their oil reserves to bankrupt Iran.  “We could almost instantly replace all of Iran’s oil production,” stated the prince.  This would equate to roughly 4 million barrels per day.

However, if such an action were to occur, there would of course need to be a naval blockade of Iran’s fleet of oil tankers, which Iran would inevitably view as an act of war.  However, this seems like an unlikely and rather dangerous scenario.  What is more likely to occur is a continued increase in supply coming from Saudi Arabia despite OPEC’s disapproval.  The effect will be a prolonged cut into Tehran’s oil profits.
A2: DEMAND LOW

Status quo drop in demand is not catastrophic—just a temporary tic
Harjani 6/10 (Ansuya, CNBC, “Global Oil Demand Not ‘Collapsing,’ Says Shell CEO” http://www.cnbc.com/id/47684766/Global_Oil_Demand_Not_Collapsing_Says_Shell_CEO MGE)

Crude oil prices have plummeted 20 percent over the past three months, but the CEO of Europe's biggest oil company Royal Dutch Shell, Peter Voser, doesn’t think global demand is “collapsing.” He, however, expects further downside in oil prices in the second-half of the year as the market is well supplied. Getty Images “Demand is quite clearly softening, but I wouldn’t say it’s collapsing. Today the market has enough oil, more oil than we need…I see (oil prices) softening in the second-half,” Voser told CNBC on the sidelines of the World Gas Conference in Kuala Lumpur on Tuesday. London-traded Brent crude [LCOCV1 90.94 -0.04 (-0.04%) ] and U.S. WTI (West Texas Intermediate) crude [CLCV1 79.13 -0.63 (-0.79%) ] have been in a sharp downtrend in recent months due to worries over the euro zone debt crisis and a Greek exit, as well as a slowdown in growth momentum in top consumers U.S. and China. Voser, however, says he is not worried about the longer-term demand picture for oil: “We have seen this (fall in demand) in the past, in 2008, 2009, but it can recover quite quickly.”
A2: ALTERNATIVES NOW

Saudi Arabia accepts status quo alternatives based on the projection that oil demand will continue in transportation

Yeo 12 (Bevis, “LIVE FROM APPEA 2012: Saudi Oil Minister says oil and gas to play a major role in the long-term” Lind Partners, 5/14/12, http://www.proactiveinvestors.com.au/companies/news/28853/live-from-appea-2012-saudi-oil-minister-says-oil-and-gas-to-play-a-major-role-in-the-long-term-28853.html MGE)

In Saudi Arabia, technology Is expected to contribute to the oil giant’s aim of increasing aggregate recovery in its major producing fields from the current 50% average to 70%. “We have also initiated a program to explore frontier areas within Saudi Arabia, including the Red Sea. And while we are in the early stages of exploration and evaluation, we are optimistic about the potential for significant discoveries. “We have acquired wide-azimuth 3-D seismic data, electromagnetic and gravity data, and are using state-of-the-art processing techniques to enhance images of the sub-salt targets. We are also investing in nanotechnology and we are planning to nearly triple the number of scientists involved in upstream research and development.” Saudi Arabia is also collaborating with Australian universities, service companies, and other technology centres. This includes working with the Commonwealth Scientific and Industrial Research Organisation on a range of innovative oil and gas-related technologies, including the development of relative permeability modifiers to inhibit water flow out of wells. CSIRO is also working cutting-edge robotic and sensing technology; new modeling techniques; and studying anti-corrosion technology. “The world has plenty of reserves. And they will continue to fuel prosperity and growth around the world for many decades. “I believe oil and gas will always have a place. Aside from its importance to the transport system, it is, after all, derivatives of oil that go into products vital for the Australian way of life. Products such as suntan lotion, insect repellent and surfboards." Environment Speaking on the environment, Al-Naimi said reducing carbon emissions was a major challenge for the world today. “We accept global warming is happening. We accept that Saudi Arabia, like all countries, needs to be more energy efficient. We accept that steps need to be taken to tackle climate change, for the sake of our children, grandchildren and beyond.” He added that renewable energy – especially in areas where there was an abundance of sources such as wind, the sun, the tides and geothermal energy - would increasingly supplement existing energy sources, which would in turn prolong Saudi Arabia’s continued export of crude oil.
A2: TRANSITION INEVITABLE

Transition speed is key to Saudi calculations

Bergstein 9 (Rachel, “Saudi Oil Minister Calls Renewable Energy a "Nightmare"” 2/16/9, Green Prophet. http://www.greenprophet.com/2009/02/saudi-oil-minister-renewable-energy-nightmare/ MGE)

This week, executives of major oil companies met at the Cambridge Energy Research Associates (CERA) annual conference in Houston, Texas and (finally!) expressed a willingness to help combat global climate change. This is a major step, because these companies denied the existence of global warming and deliberately tried to obstruct political progress on the issue for decades. Unfortunately, not everyone was equally supportive of transitioning to a renewable energy economy. In a speech to conference participants, Saudi Arabia’s Oil Minister Ali Naimi warned that promoting the rapid growth of renewable energy without continuing to invest in oil would create a “nightmare scenario.” “We must be mindful that efforts to rapidly promote alternatives could have a ‘chilling effect’ on investment in the oil sector,” he said. “A nightmare scenario would be created if alternative energy supplies fail to meet overly optimistic expectations, while traditional energy suppliers scale back investment.” Although Mr. Naimi, an influential voice in the Organization of Petroleum Exporting Countries (OPEC), acknowledged that the world is moving away from fossil fuels, he indicated renewable energy technologies may be unable to grow to the same scale as crude oil. He called the current energy infrastucture “highly efficient and economical,” and said the costs of replacing it with alternatives would be “prohibitive” in the short term. “A prudent approach demands we recognize that the massive scale of the global energy system makes rapid change costly and impractical,” he said. 

***LINKS

CONSUMPTION—TRANSPORTATION
US transportation sector is key to world oil demand

WORLD CRISIS 2008 (“World Oil Crisis: Driving forces, Impact and Effects,” http://www.world-crisis.net/oil-crisis.html)

The demand side of Peak oil is concerned with the consumption of oil over time, and the growth of this demand. Oil Crisis - US ProductionWorld crude oil demand grew an average of 1.76% per year from 1994 to 2006, with a high of 3.4% in 2003-2004. World demand for oil is projected to increase 37% over 2006 levels by 2030 (118 million barrels per day from 86 million barrels), due in large part to increases in demand from the transportation sector.

Energy demand is distributed amongst four broad sectors: transportation, residential, commercial, and industrial. In terms of oil use, transportation is the largest sector and the one that has seen the largest growth in demand in recent decades. This growth has largely come from new demand for personal-use vehicles powered by internal combustion engines. This sector also has the highest consumption rates, accounting for approximately 68.9% of the oil used in the United States in 2006, and 55% of oil use worldwide as documented in the Hirsch report. Transportation is therefore of particular interest to those seeking to mitigate the effects of Peak oil.

With the demand growth at its highest level in the developing world, the United States is the world's largest consumer of petroleum. Between 1995 and 2005, US consumption grew from 17.7 million barrels a day to 20.7 million barrels a day, a 3 million barrel a day increase. China, by comparison, increased consumption from 3.4 million barrels a day to 7 million barrels a day, an increase of 3.6 million barrels a day, in the same time frame.

As countries develop, industry, rapid urbanization and higher living standards drive up energy use, most often of oil. Thriving economies such as China and India are quickly becoming large oil consumers. China has seen oil consumption grow by 8% a year since 2002, doubling from 1996-2006 levels. In 2008, auto sales in China were expected to grow by as much as 15-20 percent, resulting in part from economic growth rates of over 10 percent for 5 years in a row. Although swift continued growth in China is often predicted, others predict that China's export dominated economy will not continue such growth trends due to wage and price inflation and reduced demand from the US. India's oil imports are expected to more than triple from 2005 levels by 2020, rising to 5 million barrels per day.

Transportation sector key to oil demand

RUTLEDGE 2005 (Ian Rutledge is an energy economist and lectures at the University of Sheffield. He also works as an energy business consultant, Addicted to Oil : America's Relentless Drive for Energy Security, 9-10)

If electricity generation had been the only market for oil, Melvin Conant's 1981 forecast for oil imports might have been easily achieved. In reality, of course, oil is consumed in many other ways: by households and commercial enterprises (for central heating), by industry (in steam-raising boilers, furnaces and various non-energy uses like plastics) and in transportation. But while demand for oil from the residential, commercial and industrial (including electricity) sectors has remained more or less unchanged since the 1980s, demand from the transportation sector was soaring.

In 1950 the share of total US oil consumption attributable to the transportation sector was 54 per cent. By 1970 it had risen to 56 per cent, by 1980 it had jumped to 60 per cent and by 1990 it had reached 67 per cent. But it did not stop there. By 2001,69 per cent of US oil consumption was accounted for by the transportation sector as a whole (including motor vehicles, aircraft, shipping and railways) and 53 per cent of total US oil consumption was accounted for by motor vehicles alone. Indeed, the rate of increase in America's consumption of motor vehicle fuels (gasoline plus diesel) was prodigious: in 1960 it was 3.76 million b/d, in 1980,7.1 million b/d and by 2001, was running at 10.1 million b/d.

The reasons for this are clear. Oil, as we have already observed, is by far the most convenient energy source for LIMMs. In the twentieth century, American capitalism emerged and rose to phenomenal prosperity primarily through the manufacture and sale of the motor car - the archetypal LIMM. Other industries played their part - steel, plastics, and of course, the petroleum industry itself; but, as often as not, these were ancillary to the motor industry. Their products constituted the derived demand which emanated from the great car and truck factories. More than any other brand names. Ford and General Motors encapsulate the achievements of US manufacturing industry in the twentieth century.

Of course most other industrialised countries are motorised in varying degrees — but to nothing like the extent which characterises American society. This is a theme we shall examine in greater detail in Chapters Two and Nine, but for the time being it will suffice to underline one simple statistic which indicates the huge gap between the USA and the other industrialised countries. Motor gasoline and diesel consumption in the USA is 2,043 litres per inhabitant. That is three times greater than Japan and two and half times greater than Germany, France and the UK.58 Moreover this is only partially the result of geography -distances travelled — because energy consumption per 1,000 vehicle/kilometres, 183 kg of oil equivalent, is twice that of France and the UK and 1.8 times greater than Germany and Japan.2*
Transportation infrastructure uniquely scares oil producers  

Sovacool 7- PhD in science and technology studies (Benjamin K., Visiting Associate Professor at Vermont Law School, where he manages the Energy Security and Justice Program at their Institute for Energy & the Environment, “Solving the oil independence problem: Is it possible?” Energy Policy, Volume 35, Issue 11, p. 5505)//mat

1. Introduction

Every minute, the United States imports 6944 barrels of crude oil—just more than ten million barrels a day. To accommodate such a voracious appetite, the country has constructed an expansive network of oil wells, drilling platforms, refineries, pipelines, and gasoline stations to transform and distribute raw petroleum into usable forms of fuel. To be sure, oil has brought modern, industrial society exceptional mobility, amazing synthetic products, and awe-inspiring military power. The Natural Resources Defense Council recently proclaimed that “oil is the lifeblood of the American economy” (NRDC, 2006).

The distribution of oil resources allows a small number of states to supply a very significant share of the world market. Around 90 countries produce oil, yet only a few producers dominate world output. The US Energy Information Administration (EIA) estimates that the 11 Organization of Petroleum Exporting Countries (OPEC) members—Algeria, Indonesia, Iran, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, the United Arab Emirates, and Venezuela—account for approximately 75 percent of the world's proven conventional oil reserves and 40 percent of world oil production (US Energy Information Administration, 2006a). The Persian Gulf contains an estimated 674 billion barrels of proven reserves, which represent around 67 percent of the world total. In 2003, the region maintained 31 percent of the world's total oil production capacity (22.3 million barrels per day—MBD) (US Energy Information Administration, 2003).

While market supply and demand conditions for the past two decades would not support the assertion that OPEC members have been in complete control of the oil market, its members have historically been able to exert considerable influence. The September 1973 oil embargo orchestrated by Arab members of OPEC—that removed 19.8 MBD from the market—constituted the first supply disruption to cause major price increases and a worldwide energy crisis. In unadjusted terms, the price of oil on world markets rose from $2.90 per barrel in September 1973 to $11.65 per barrel in December 1973 (Brown et al., 2006).

Further price hikes and economic repercussions accompanied the Iranian revolution in 1979—when only a 3 percent reduction in supply sent spot prices jumping from $15 per barrel in December 1978 to a peak of $42 in May 1979 (Clark, 1990). Eleven years later—in 1990—when Iraqi forces invaded Kuwait, OPEC controlled roughly 5.5 MBD of spare capacity, enough to replace the oil from the combatant countries and to supply about 8 percent of global demand. Even so, the elimination of Iraqi and Kuwaiti shipments contributed to oil prices jumping from around $21.50 per barrel in January 1991 to $28.30 in February 1991 (Brown et al., 2006). During these times, large oil producing states were able to influence oil prices by (a) their market share, (b) their ability to condition supply, and (c) the relative price inelasticity of demand for oil compared with other commodities.

The confluence of this historical influence and growing levels of US imports, the integral role oil plays in the US economy, and an absence of readily available substitutes has convinced many analysts that oil independence is unattainable. Jason Grumet told senators that oil independence “is an emotionally compelling concept, but it's a vestige of a world that no longer exists” (Fialka, 2006). Philip J. Deutch argues, “it may be a noble statement of ultimate intentions, but as a practical matter energy independence is absurd” (Deutch, 2005). Daniel Yergin writes “the US must face the uncomfortable fact that its goal of energy independence … is increasingly at odds with reality” (Yergin, 2006). And C. Fred Bergsten recently stated that the idea of oil independence is “ridiculous,” since it implies that the country would be committed to decreasing a reliance on imports at any cost (Fialka, 2006).

Today, however, a unique opportunity seems to be emerging. Market supply and demand conditions from 1986 to 2006 have slowly changed the composition of the international oil market, which is essentially now a buyer's market with low prices and steady supply. China, India, and other Asian countries have heavily influenced the demand side of the equation by substantially increasing their imports. The destruction of Iraqi supply capacity and incidents such as Hurricane Katrina damaging refining capacity in the Gulf are important explanatory factors in the recent period of price turbulence on the supply side. These events have marked oil markets far more than any actions taken by OPEC—and it makes one wonder whether the cartel has as much power as it would like to believe.

Indeed, a situation may be imminent where oil independence—properly conceptualized—is now achievable for the US. If implemented quickly, a comprehensive policy aimed at developing alternatives to oil and rigorously promoting transportation energy efficiency could effectively insulate the US economy from oil price shocks. To accomplish this ambitious task, the country need not get off oil. Instead, policymakers must make the “oil problem” small enough that it no longer constrains the country's foreign policy decisions.

2. Problems of precision and policy in the petroleum polemic

Numerous administrations have pursued (albeit never achieved) a different idea of oil independence. From the very start, however, the concept has lacked coherent meaning. In his state of the union address on January 30, 1974, President Richard Nixon announced that he would commit the country toward attaining a “national goal” where “in the year 1980, the United States will not be dependent on any other country for the energy we need to provide our jobs, to heat our homes, and to keep our transportation moving” (Nixon, 1974). When explaining Nixon's pledge—later called “Project Independence”—to Time Magazine, Secretary of State Henry Kissinger remarked that true independence involved demonstrating that the US “will never permit itself to be held hostage—politically or economically—[to foreign suppliers of oil]” (Kissinger, 1974). A year later, President Gerald Ford announced that he was “recommending a plan to make us invulnerable to cutoffs of foreign oil. It will require sacrifices, but it—and this is most important—it will work” (Ford, 1975). In 1980, President Jimmy Carter stated, “Our excessive dependence on foreign oil is a clear and present danger to our nation's security…. At long last, we must have a clear, comprehensive energy policy for the United States” (Carter, 1980).

President George W. Bush, though, recently framed oil independence differently. In his 2006 state of the union address he conceptualized “independence” as replacing 75 percent of the country's oil imports from the Middle East by 2025. Lester Brown (2004) from the Earth Policy Institute has viewed oil independence as transitioning the country entirely off imported oil. Spencer Abraham (the Secretary of Energy from 2001–2005) has defined oil independence as simply reducing—rather than eliminating—American dependence on foreign sources of energy (Abraham, 2004). The authors of Winning the Oil End Game have envisioned oil independence as “displacing all of the oil that the United States now uses” (Lovins et al., 2004, p. ix). Consequently, in its common usage “oil independence” simultaneously encompasses ending all oil imports, eliminating imports only from the Middle East, merely reducing dependence on foreign imports, and entirely weaning the country off oil.

While recent policies enacted in the US offer a promising start toward reducing American reliance on foreign supplies of oil, they fall short. The Energy Policy Act of 2005 took 4 years to pass and, according to the Department of Energy (DOE), saved the country 1.5 percent of its yearly 2006 energy consumption by extending tax credits and attempting to diffuse technologies that are more efficient (Powell, 2006). However, recent projections undertaken after the Act estimate that consumption in the transportation sector will still grow at 1.8 percent every year between 2006 and 2030, and that oil imports will actually grow from 58 percent in 2004 to 60 percent in 2025 (US Energy Information Administration, 2006b). Analogously, the strategy detailed by the National Commission on Energy Policy—a nonprofit, bipartisan group of business, university, and government leaders—in Ending the Energy Stalemate heavily promotes more rigorous fuel economy standards and the development of alternative fuels, but proposes only an “investigation” of fuel economy standards for trucks and heavy-duty vehicles. The Commission also does not propose any type of changes for other forms of transportation, and fails to offer the country a strategy toward achieving any type of oil independence.

3. The three s's of oil dependence: savings, scarcity, and shocks

To be sure, attempting to assess any relationship—positive or negative—between the oil market and the US economy is a daunting affair. American consumers have spent substantial sums of money importing oil, and these imports transfer a significant amount of wealth to other countries. However, where the money goes after this point is far from straightforward. Throughout the 1970s and 1980s, for example, petrol dollars brought unprecedented capital inflows back into the United States (US Department of Energy, 2001).

Nonetheless, when the direction of all capital flows in the current oil market are considered, it appears that American reliance on foreign supplies of oil induces a host of direct and indirect consequences on the American economy. The most significant of these are savings (the transfer of wealth from oil consumers to producers due to higher than competitive market prices), scarcity (loss of gross domestic product (GDP) that arises from the increased economic scarcity and higher price of oil), and shocks (macroeconomic dislocation costs caused by slow and imperfect adjustment to unexpected fluctuations in the price of oil).

Greene and Ahmad, for instance, estimate that from 1970 to 2004 American dependence on foreign supplies of oil has cost the country between $5 and $13 trillion (in 2004 dollars) (Greene and Ahmad, 2005). The National Defense Council Federation similarly calculated that the direct economic costs of oil dependence included a loss of 828,400 jobs, $159.9 billion in gross national product, and $13.4 billion in federal and state revenues every year. If reflected at the gasoline pump in 2003, these “hidden costs” would have increased the average price of a gallon of gasoline in the country from $2.12 to $5.28 (Copulos, 2003).

To obtain a sense of how vulnerable the American economy remains to oil supply disruption, the National Commission on Energy Policy simulated an “oil supply shockwave” in 2005. Unrest in oil-producing Nigeria, an attack on an Alaskan oil facility, and the emergency evacuation of foreign nationals from Saudi Arabia precipitated the imagined shockwave, which removed 3 MBD from the world's market of oil. Because of these events, the price of gasoline in the US rose to $5.75 per gallon, two million Americans lost their jobs, and the consumer price index jumped 13 percent. Worse, panelists who participated in the study concluded that policymakers could do nothing to avoid these impacts after the hypothetical disruptions began. Equally troubling, Pindyck found that on average even small oil price shocks tend to last a minimum of 5–10 weeks (Pindyck, 2004).

American reliance on foreign supplies of oil risks a host of additional, indirect political costs that are difficult to monetize. American oil dependence severely constrains the nation's foreign policy in the Middle East, where the US must appease oil-producing nations to maintain adequate channels of supply (Dickey, 2005). Growing reliance on Middle Eastern oil may also provide the resources with which states of concern support terrorism and develop weapons of mass destruction and their delivery systems (Lugar and Woolsey, 1999). The region is so politically perilous that in November 1971, when the United Kingdom permanently withdrew its final 6000 troops from the Middle East, the sheikhs could not even convince them to stay by offering to pay for all military expenses (Yergin, 1991). The OPEC embargo of 1973 posed such immense military costs that President Gerald Ford asked the Congressional Research Service to draft a report assessing the consequences of “the possible use of US military force to occupy foreign oil fields in exigency” (Committee on International Relations, 1975).

4. Rethinking “oil independence”

Given the complicated nature of the international oil market, many conclude that achieving oil independence is unattainable. However, Greene and Leiby argue that the US could accomplish oil independence if viewed as achieving a state in which the nation's decisions are not subject to restraining or directing influence by others because of its need for oil (Greene and Leiby, 2006). When conceptualized in this manner, oil independence entails creating a world where the costs of the country's dependence on oil would be so small that they would have little to no effect on the economy, military, or foreign policy. It does not mean eliminating imports or weaning the country completely off oil, but instead creating a world where the estimated total economic costs of oil dependence would be less than 1 percent of US GDP by 2030.

Greene and Leiby calculated that if the US were to significantly decrease demand for oil and increase supply, the country could accomplish that task. Using data from the EIA and a variety of econometric models, the authors suggest that the US could insulate its economy from the risks of oil dependence by 2030. Their model represented oil uncertainty by testing oil dependence strategies in three alternative projections: the EIA's annual reference case; a high world oil price case; and a low world oil price case. Their model projected oil supply disruption uncertainty by employing a stochastic model of oil supply shocks. Greene and Leiby represented potential responses by assessing alternative strategies such countries might use to respond to US oil security policies, such as maintaining the price of oil or maintaining current production levels. The authors also represented parametric uncertainty by specifying key parameters, such as price elasticity and adjustment rates, as probability distributions rather than single-point estimates.

Because knowledge about the future is not absolute, Greene and Leiby phrase their estimate probabilistically. By running their model under a variety of different scenarios, they conclude that decreasing demand for oil by 7.22 MBD and increasing supply by 3 MBD would create oil independence in 2030 with a 95 percent chance of success. By reducing demand for oil, increasing its price elasticity, and increasing the supply of conventional and unconventional petroleum products, the strategy would protect the country from oil price shocks and market uncertainty. If large oil-producing states were to respond to the US by cutting back production, their initial gains from higher prices would also reduce their market share, in turn further limiting their ability to influence the oil market in the future.

Consider the historical record. The members of OPEC have always had difficulty deciding what price and output to fix for maximum profit. Higher prices maximize their short-term profits, but risk long-term market trends if consumers decide to start conserving or looking for alternative fuels. OPEC pushed the price of oil to $40 per barrel in 1980 (nearly $80 today if adjusted for inflation) and expected prices to go much higher, but a massive reduction in demand throughout Western Europe and the US brought prices drastically back down (Adelman, 2004).

5. Achieving oil independence: which is the best strategy?

So if decreasing American demand for oil by 7.22 MBD and increasing supply by 3 MBD would enable the US to achieve oil independence in 2030, which combination of policies offers an optimal strategy? Policymakers, for instance, could lower demand for oil by making automobiles more efficient (by legislating more stringent fuel economy standards for light- and heavy-duty vehicles or lowering the interstate speed limit), promoting alternatives in mode choice (such as mass transit, light rail, and carpooling), or establishing telecommuting centers and incentives for commuters to work from home. They could also promote rigorous standards for tire inflation and reduce oil consumption in other sectors of the economy. Or they could increase alternative domestic supplies of oil, develop better technologies for the extraction of oil shale, mandate the use of advanced oil recovery and extraction techniques, and promote alternatives to oil such as ethanol, biodiesel, and Fischer–Tropsch fuels.

Each can help the country achieve oil independence, but each also has a unique set of advantages and disadvantages.

5.1. Fuel economy standards for automobiles, trucks, and rail

Two recent studies suggest that increasing light-duty fuel economy standards could significantly reduce American demand for petroleum. Corporate Average Fuel Economy (CAFE) standards for cars pushed fuel economy up from 13 miles-per-gallon (mpg) in 1975 to a peak of 27.5 mpg in 1985, when the DOE estimated that they were displacing around 5 MBD of imports compared to business as usual. Today, however, the country lags behind almost every other developed country in terms of fuel economy, including Australia (30 mpg), China (30 mpg), the European Union (37.5 mpg), and Japan (46.5 mpg). Consumer preferences for larger and more powerful automobiles, a perceived uncertainty over the cost of future fuel saving technologies, concerns about vehicle safety and performance, and fear that standards would hurt overall economic competitiveness have created a general reluctance toward CAFE standards among automobile manufacturers.

So much potential for improvement exists that Greene and Leiby (2006) estimate that increasing fuel economy standards to 43 mpg by 2030 would prevent the need to import 3.5 MBD. The NRDC (2004) estimates that increasing fuel economy standards to 40 mpg in 2015 and 55 mpg in 2025 would save 4.9 MBD by 2025. Recent advances in engines, transmissions, hybrid electric technology, and vehicle materials suggests that such improvements can be achieved without compromising vehicle luxury, horsepower, or reductions in size and weight.

Relatively simple modifications such as enhancing aerodynamics, lowering rolling resistance in tires, improving engine fuel injection and thermal management, the use of fuel cells for idling and more hybrid electric drive trains, and reducing vehicle weight could greatly improve the fuel efficiency of heavy-duty trucks. Greene and Leiby conclude that an increase in heavy-duty fuel economy by a mere 18 percent would save 0.53 MBD. If standards forced Class 8 long-haul trucks to improve their fuel efficiency by 60 percent, the savings could be as high as 1.0 MBD by 2025. The establishment of standards for light rail and ships could save an additional 0.2 MBD (NRDC, 2004; Greene and Leiby, 2006).

5.2. Lowering the national speed limit

Reducing the national speed limit can also significantly lower oil consumption. The DOE notes that gasoline mileage decreases rapidly at speeds above 60 miles per hour (mph). Lowering the national speed limit to 55 mph would improve average fuel economy in vehicles by 7–23 percent (US Department of Energy, 2006a). Between 1974 and 1983, for instance, Mouawad and Romero (2005) projected that setting the national speed limit at 55 mph saved around 685,000 barrels of oil per day. If policymakers implemented these changes today, the Oak Ridge National Laboratory and the International Energy Agency estimate that between 416,000 and 1.1 million barrels per day could be displaced if accompanied by improved police enforcement, speed cameras, and appropriate signage (Davis, 2000; International Energy Agency, 2005).

5.3. Encouraging mass transit

Changing community design and promoting more mass transit and light rail systems would also induce substantial oil savings. The suburbanization of America has resulted in a tripling of vehicle use in the past 30 years. The promotion of location-efficient mortgages that reward those who build and buy homes near public transit, tax-free benefits for employees who use mass transit or bike to work, streamlined financing for public transportation projects that significantly increase mobility of commuters, and more transit-oriented development zones could drastically reduce oil consumption. The NRDC (2004) estimates that if builders constructed all homes in the next 10 years as smart-growth communities (communities that offer housing near jobs, public transportation, and walkable neighborhoods), more than 500,000 barrels of oil per day could be reduced. If the government were to support a large program to design carpool lanes along all motorways, designate park and ride lots, and match riders, an additional 1.0 MBD could be saved (International Energy Agency, 2005).

Transportation infrastructure is essential in reducing foreign oil dependence 

Smith ’12 – President and CEO of Reconnecting America (John Robert,  Federal Transportation Infrastructure Investment Critically Important, Reconnecting America, 

1/25/12, http://www.reconnectingamerica.org/news-center/reconnecting-america-news/2012/federal-transportation-infrastructure-investment-critically-important
"I appreciate the President's recognition that repairing our transportation infrastructure must be a part of any plan to make an America 'built to last.' As the President pointed out, both Republican and Democratic administrations invested in great highway projects after World War II. Those major infrastructure investments benefited everybody, as the President noted, 'from the workers who built them to the businesses that still use them today.' And now, many of those roads and bridges are in disrepair. "Today, as the nation begins to rise out of a deep recession, an investment in transportation infrastructure is critically important, including not only roads and bridges, but other modes such as trains and buses. Transportation choices for Americans are essential for reducing our dependence on foreign oil, increasing access to opportunity, and improving our quality of life. Indeed, transportation is a key component in making many of the President's other proposals work. We need transit options and intermodal links to take students to college, to transport unemployed workers to job training, and to bring employees and customers to small businesses. Quality, reliable public transportation systems are the anchors that help many communities thrive, whether they are in rural, suburban, or urban areas. “A world class transportation system can be made in America with Americans working to ensure that Americans have a way to get to work. That is a solution we can all support. As a former Republican mayor, I was pleased to hear the president's strong call not to politicize transportation construction. I encourage members of both parties to work towards a solution that will benefit all Americans." 

Any increase in transportation infrastructure will be energy efficient – reduces oil use 
Gilliland ‘12 -  Chairman and CEO, Sabre Holdings, Member, Energy Security Leadership Council (Sam, “ House Natural Resources Committee Hearing: "Harnessing American Resources to Create Jobs and Address Rising Gasoline Prices: Family Vacations and U.S. Tourism Industry."[1]” Congressional Documents and Publications, March 27th, 2012)

We also need to make our nation's transportation system more energy efficient. Congress took a wonderful and welcome step forward with its passage of FAA Reauthorization, including funding for Next Gen air traffic control systems. Next Gen will modernize the air traffic control system, reducing fuel usage and helping the economy. Air travel will be more predictable because there will be fewer delays, less time sitting on the ground and holding in the air, with more flexibility to get around weather problems. And, as Congress works to reauthorize the transportation bill, we must consider reforming the federal transportation infrastructure funding process, using oil consumption metrics to prioritize projects. Recent improvements in the nation's fuel economy standards also have a critical role to play to ensure we use every drop of oil as efficiently as possible. But even if we produce more domestic oil while using less, our nation will still be subject to the price volatility inherent in the global oil market. Even countries that produce more oil than they consume are still subject to oil price volatility. As an example, Norway and Canada produce more oil than they use, meaning they meet the commonly understood definition of being "energy independent." Yet, they are still paying over $100 per barrel for oil just like the rest of world, because oil is a global commodity. With geopolitical tensions continuing in the oil-rich Middle East and increasing demand for oil driven by the growing economies of China and India, the U.S. must recognize the hard truth that when we are utterly dependent on oil to fuel our transportation sector, we are not in control of our energy future. The lynchpin of any plan that is serious about confronting oil dependence must be the transformation of a transportation system that today is almost entirely dependent on petroleum. This includes improving and expanding federal R&D into alternatives, which will provide critical support for commercializing alternatives to petroleum in the future. It also includes working to deploy alternative fuel vehicles like natural gas for heavy-duty trucks, and electric vehicles for the light-duty vehicle fleet. Non-petroleum-based liquid fuels, such as advanced biofuels that do not compete with food supplies, will provide alternatives to oil for the aviation and trucking industries. In particular, the electrification of the transportation sector is critical. Electricity is generated from a diverse set of largely domestic energy sources, natural gas, nuclear, coal, hydroelectric, wind, solar, and geothermal, meaning no one fuel source--or producer--would be able to hold our transportation system and our economy hostage the way a single nation can disrupt the flow of petroleum today. Electricity prices are stable, the power sector has substantial spare capacity, and a ubiquitous network of charging infrastructure already exists in people's homes and places of business. 

CONSUMPTION—AIR TRAFFIC CONTROL

NextGen ATC saves 18 million barrels a year

Reagan 9 (Brad, “America@$100/Barrel: How Long Will the Oil Last?” Popular Mechanics, 10/1, http://www.popularmechanics.com/science/environment/4254875)//mat
More Energy-Efficient Homes | 30 Million Barrels Saved Per Year One recent study found that weatherizing oil-heated houses produced average savings of nearly 18 percent. If all oil-heated homes achieved this level by 2013, the National Resource Defense Council estimates it would save nearly 30 million barrels per year. Streamlined Air Traffic | 18 Million Barrels Saved Per Year The Federal Aviation Administration's NextGen GPS-based air traffic control system is expected to reduce delays and speed takeoffs and landings. A Department of Energy study estimates those measures could save the equivalent of 18 million barrels per year by 2013. 

ATC modernization saves 146 million barrels a year

Murray 11 (Ian, “Resist New Burdens on the Transportation Sector,” Competitive Enterprise Institute, 1/19, http://cei.org/sites/default/files/Iain%20Murray%20-%20Resist%20New%20Burdens%20on%20the%20Transportation%20Sector_0.pdf)//mat
Resist New Burdens on the Transportation Sector The transportation industries—airline, railroad, shipping, and trucking—are networks involving both a flow and a grid. The flow element relates to what is being transported—such as airplanes and trains—and the grid is the physical infrastructure used to manage the flow— such as airports and air traffic control. Some transportation industries have been freed of extensive federal regulation over both elements, including railroads and trucking. However, air travel had only its flow element—the airlines— economically liberalized under the 1978 Airline Deregulation Act. The Federal Aviation Administration remains a command-and-control government agency that poorly manages air transport infrastructure to the detriment of consumers. Air traffic control services should be privatized, and landing slots and airport space should be allocated using market prices and new technology rather than through administrative fiat. As air travel is a global industry, the U.S. must continue to open up international markets, especially by implementing a genuine “open skies” agreement with the European Union, and remove laws that restrict foreign investment in American airline companies. Encourage private investment in freight rail. Attempts to roll back the successful 1980 Staggers Act and reregulate America’s freight railroads must be resisted. The Staggers Act has enabled a genuine market to operate in which the railroads are finally able to make a sustainable rate of return and invest in badly needed new infrastructure. Re-regulation would suffocate new infrastructure investment and lead to greater highway congestion. Rail also suffers in that its main infrastructural competition— the nation’s highway system— is governmentowned. Congress should consider tax reforms to make it easier to invest in rail infrastructure. Privatize passenger rail. Amtrak is an inefficient waste of taxpayer money. Congress should pursue privatization of Amtrak’s routes and infrastructure, through such preliminary reforms as breaking up the network. Competition in passenger rail choices can only benefit travelers. Liberalize air travel. Congress should reject attempts to tax airlines on environmental grounds, which would be extremely harmful to the industry. Congress should also revise, or repeal, outdated rules that forbid industry consolidation or foreign ownership. Privatization and modernization of the air traffic control system would allow faster flights, reduce delays at airports, save up to 400,000 barrels of oil per day, and reduce greenhouse gas emissions accordingly. There is no need to reinvent the wheel. Canada’s successful air traffic control privatization offers a useful model.

ATC improvements saves 50 million barrels 

Esposito 11 (Carl, “High Oil Prices Fuelling More Efficient Airline Technologies,” 6/6, http://sgtravellers.com/travel-article/high-oil-prices-fuelling-more-efficient-airline-technologies/2315/1)//mat
In today's cost-conscious environment, the single biggest expense for every airline is fuel. Just a decade ago, fuel accounted for about 15 per cent of airline operating expenses. Today, it stands at 35 per cent. It has been estimated that every dollar increase in the price of crude oil results in about US$1.6 billion in new costs each year. Reducing the cost of operations is vital - especially for Asia-Pacific, the fastest-growing region for air travel. With the increasing demand for air travel and rising oil prices, airlines need to stay efficient to generate better profit margins. It is certainly a tough time for operators' balance sheets. There are, however, technologies in development as well as available today that can increase airline efficiency, reduce fuel consumption and decrease overall fuel costs. We know that technology can help the aviation industry maximise operating profits, but the question is how? The modernisation of air traffic management (ATM) remains key and will have a significant impact on airline operational efficiency. SESAR (the Single European Sky ATM Research programme), which is committed to driving modernisation in European air traffic management, and Iata (International Air Transport Association) have indicated that improvements in ATM alone could boost fuel efficiency by 10 to 12 per cent. To put this in perspective - one per cent efficiency gain is equivalent to up to 500,000 tonnes of fuel per year in Europe. Over in Asia, China is also stepping up its efforts, evident by the recent collaboration between Honeywell and the Aviation Industry Corporation of China to explore modernising air traffic management capabilities with the establishment of a joint ATM laboratory. As technology and advanced engineering are the foundations of the aviation industry, it makes sense to use technology to combat the problem of ever increasing fuel costs. Technical limitations Instrument landing systems (ILS) have been in general use since the 1960s, although the technology dates back to the early 1930s, at the start of commercial passenger air travel. As the number and frequency of flights continue to rise globally, there is an urgent need to provide an accurate method of landing aircraft when visibility is poor. While the concept is similar to what it was 70 years ago, technology has evolved significantly to provide precision guidance to aircraft approaching and landing. Despite innovations in ILS technology, the rapid expansion in air travel means the industry is still struggling to address ATM demands. ILS suffers from a number of technical limitations, such as signal interference and multi- path effects (due to new building works at and around airports). As a result, airports regularly suffer reduced capacity as visibility worsens. In such situations, aircraft are often forced to circle in holding patterns or diverted to alternative airports. This causes an extension to the aircraft's total flight distance, further increasing fuel burn. Ground-based augmentation system (GBAS) technology installed at airports can help to identify and correct small errors in GPS signals, transmitting the information to arriving and departing aircraft. The ability to address air traffic demands increases an airport's operational capacity and enables substantial maintenance and fuel savings by allowing aircraft to fly either complex or straight-in approaches. Unlike existing single runway systems, Honeywell's GBAS can support up to four runway operations simultaneously. This translates to potential savings of up to US$400,000 per system, per year.The Required Navigation Performance (RNP) goes one step further by using GPS and Honeywell's inertial reference systems coupled with the flight management system (FMS) and cockpit displays. Independent of ground-based navigation aids, airlines will be able to fly optimised flight paths by improving access to airports surrounded by challenging terrain. Technology plays a key role in every stage of an aircraft's flight. By retrofitting or upgrading, airlines can achieve major improvements to overall performance efficiencies. As a key member of SESAR, Honeywell is helping to accelerate efficiency and achieve these objectives through its newly certified advanced traffic collision avoidance system (TCAS) solution with Honeywell SmartTraffic. Safety standards The improvement in traffic situational awareness will lead to increased flight safety and efficiency. This can substantially improve on-time efficiency and turnaround performance, benefiting both passengers and airlines, with annual fuel savings of up to US$100,000 per aircraft. Ultimately, next generation avionics system will allow planes to fly closer together and land more quickly without compromising on safety. Just improving air traffic control systems could reduce the aviation industry's dependence on oil by one per cent, saving 50 million barrels of oil and over 18 million tonnes of carbon dioxide emissions. The aviation industry is making an important step in breaking free of its petroleum dependence through the use of synthetic fuels to reduce emissions and ameliorate the financial burden of high oil prices. The adoption of such fuels is expected to have a low carbon footprint and produce minimal particulate and other emissions, while meeting or exceeding all applicable fuel standards. By 2014, one billion people are expected to travel by air in the Asia-Pacific region - representing 30 per cent of the global total. While the strong economic growth in the Asia-Pacific is still driving profitability, the region will continue to be susceptible to high fuel prices. Airlines in this region will continue to have the highest percentage of fuel costs, accounting for an average of 36.7 per cent of operating expenditure.As air travel continues to increase and driven by volatile fuel prices, the need for airlines to stay cost-effective, energy efficient and environmentally friendly is now more critical than ever. Since intelligent technology implementation is clearly a pre-requisite for unlocking considerable fuel cost savings, airlines should realise this potential and embrace the breadth of technology available today to achieve this.

New air traffic control would save 71 million barrels

Department of the Treasury 12 (“A New Economic Analysis of Infrastructure Investment,” 3/23, http://www.treasury.gov/resource-center/economic-policy/Documents/20120323InfrastructureReport.pdf)//mat
NOTE: 1 barrel is 42 gallon 3000000000/42=71428571

Investing in transportation infrastructure creates middle-class jobs. Our analysis suggests that 61 percent of the jobs directly created by investing in infrastructure would be in the construction sector, 12 percent would be in the manufacturing sector, and 7 percent would be in the retail and wholesale trade sectors, for a total of 80 percent in these three sectors. Nearly 90 percent of the jobs in these three sectors most affected by infrastructure spending are middle-class jobs, defined as those paying between the 25 th and 75 th percentile of the national distribution of wages.  The President’s proposal emphasizes transportation choices, including mass transit and high-speed rail, to deliver the greatest long-term benefits to those who need it most: middle-class families. The average American family spends more than $7,600 a year on transportation, which is more than they spend on food and more than twice what they spend on out-of-pocket health care costs. For 90 percent of Americans, transportation costs absorb one out of every seven dollars of income. This burden is due in large part to the lack of alternatives to expensive and often congested automobile travel. Multi-modal transportation investments are critical to making sure that American families can travel without wasting time and money stuck in traffic.  A more efficient transportation infrastructure system will reduce our dependence on oil, saving families time and money. Traffic congestion on our roads results in 1.9 billion gallons of gas wasted per year, and costs drivers over $100 billion in wasted fuel and lost time. More efficient air traffic control systems would save three billion gallons of jet fuel a year, translating into lower costs for consumers. Finally, new research indicates that Americans who were able to live in “location efficient” housing were able to save $200 per month in lower costs, including paying less at the pump, over the past decade

CONSUMPTION—ALT ENERGY
Development of alternative energy causes prices to drop

DeCiantis  ‘08 -  Masters candidate in Public Policy at Harvard’s JFK School of Government, specializing in development economics and international trade (Devin,  March, http://www.freedom24.org/rationalpost/2008/03/25/speculations-on-a-25-oil-tariff/) 

In the mid-term, as industries and generators begin to shift away from higher-cost imported oil, domestic oil producers might begin building out untapped Arctic capacity and utilities might begin diversifying their energy portfolios into lower-cost fossil fuels and alternative energy technologies. Together, these processes should cause a more substantial decline in import volumes. In the long-run, a more fundamental shift away from a high-carbon, high-cost, oil-dependent economy is likely to unfold, at which point oil imports would begin to decline more precipitously as demand for energy is almost completely replaced with lower-cost substitutes. This progression is an example of a typical “adjustment lag”. b. The world price of oil? Again, in the very short-term we might expect a modest decline, partially offsetting the cost of the tariff. Given that America is one of the world’s largest energy importers (importing roughly 2/3rds of its annual consumption), it would still need to source oil externally or risk seizing up its industrial capacity. Thus, aggregate import demand would remain relatively stable and prices would likely settle somewhere between $75 and $100. Over the mid-to-long-term, major OPEC suppliers would have room to lower prices given their lower relative cost of production, while growing demand from China and India would partially offset declining American demand. Finally, as the U.S. begins to substitute away from oil as a key energy input in the long-run, global aggregate demand for oil will inevitably decrease, assuming that emerging market demand doesn’t continue to grow at its current pace in perpetuity. This will put considerable downward pressure on prices over time as oil exporters adjust to a situation of extended excess supply-at least while total global oil reserves remain relatively plentiful.
CONSUMPTION—BUSES

Buses uses 41 million barrels a year
Wellkamp and Weiss 10-Director of Climate Strategy at American Progress and Master of Public Policy (Nick and Daniel J., “Developing Natural Gas for Heavy Vehicles,” Center for American Progress, http://www.americanprogress.org/issues/2010/04/american_fuel.html)//mat

Medium-duty trucks There are currently almost 4 million medium trucks on the road, consuming about 380,000 barrels of oil per day. “Medium” trucks include Class 3 through 6 trucks weighing between 10,000 and 26,000 pounds. Most of these trucks are used for business or for individuals with heavy hauling or towing needs. There is real potential for natural gas to replace diesel and gasoline for this portion of the medium truck population since 38 percent of these vehicles are centrally fueled. If natural gas vehicles make up about one-third of new medium truck sales by 2035, that will put nearly 1.4 million natural gas medium-duty trucks on the road. These natural gas vehicles could eventually displace up to about 139,000 barrels of oil per day, or 17 percent of medium trucks’ projected oil consumption by 2035 Buses The three main categories of buses—transit, school, and intercity—currently use a total 113,000 barrels of oil per day. Because they operate on well-defined routes in local areas, transit buses and school buses are usually centrally refueled, whereas intercity buses are not. Natural gas is already widely used in transit buses, providing 20 percent of the total fuel needs for these vehicles in 2009. If we can get 420,000 of these vehicles on the road by 2035—a 25-fold increase from the 17,500 natural gas buses in 2007—then natural gas transit and school buses could eventually displace half of the oil used for all buses by 2035, saving 80,000 barrels per day. 

CONSUMPTION—CARS

Cars use 40% of oil

Reagan 9 (Brad, “America@$100/Barrel: How Long Will the Oil Last?” Popular Mechanics, 10/1, http://www.popularmechanics.com/science/environment/4254875)//mat
EXTENDING SUPPLY Moving Target Since the oil age began in 1859, the world's producers have pumped approximately 1 trillion barrels from the earth. At current rates of production, they could pump the second trillion by 2030. A hotly debated question: When will our global exploitation of this nonrenewable resource reach the pinnacle of production, known as peak oil? The most pessimistic pundits, such as Kenneth Deffeyes, professor emeritus of geosciences at Princeton University, speculate that we've already peaked, with social and political upheavals soon to follow. "By 2025," he has written, "we're going to be back in the Stone Age." But energy market analysts such as Michael Lynch, president of Strategic Energy & Economic Research in Amherst, Mass., believe that pessimists overlook the law of supply and demand: As cheap supplies dwindle, prices start to rise. Higher prices reduce demand by forcing consumers to use less. They also spur efforts to develop previously uneconomical energy sources. These market forces, optimists say, mean oil won't peak for at least another 20 years and that our economy will have time to adjust. This graph reflects a centrist position. Based on data compiled by the International Energy Agency, a consortium of experts from 27 countries, it projects continued increases in the production of both natural gas and oil. -- D.C. Moving Beyond Fossil Fuels Our total energy needs are dictated not only by supply, but also by demand. Every barrel of oil saved through conservation or the use of alternative sources is just as valuable as a barrel pulled from the earth. Pioneering conservationist Amory Lovins coined the term "negabarrels" to refer to the savings that can be reaped by making buildings and vehicles more efficient. Corn ethanol is likely not a long-term solution: If all the corn in the U.S. were converted to ethanol, it would provide only 6 percent of the nation's energy needs. Cellulosic ethanol, though, can be produced from virtually any carbon-based stock, including wood and solid waste. At the recent Detroit auto show, General Motors announced a joint venture with cellulosic-ethanol startup Coskata. In December, Silicon Valley startup Nanosolar introduced solar panels that can produce electricity for around $1 per watt--less than the cost of power from coal-fired plants. Then there are two old standbys: nuclear power and natural gas. Nuclear power is a cost-efficient and nearly carbon-free energy source but it comes with environmental concerns that since the 1970s have handcuffed plans for any new construction. Thanks to recent incentives, the Nuclear Regulatory Commission expects to take applications for 32 new reactors by 2010. Natural gas is a clean fuel primarily produced domestically; horizontal drilling is tapping hard-to-reach but vast deposits like the Barnett Shale surrounding Fort Worth, Texas. These new supplies could spur utilities to rely more on gas to generate electricity. By 2017, though, oil and gas are still expected to make up 60 percent of the American energy portfolio, says Bob Fryklund of the Houston consulting firm IHS. In the end, the real question shouldn't be how long will the oil last, but how long will the energy last? With more efficient vehicles, alt fuels and cleaner electric power all coming on line over the next few years, oil may well become a smaller part of the total energy pie. In fact, some analysts predict that today's high prices will spur so much progress in conservation and alternative sources (not to mention new oil exploration) that oil prices could actually fall dramatically. That sounds like a problem most people could live with. Oil Alternatives Breaking our fossil fuel dependency will require plugging into the grid instead of pulling up to the pump. Passenger vehicles chug 40 percent of the oil Americans use, but change may be coming: Chevy promises the Volt in 2010, and numerous plug-in concept cars--like the electric Aptera--debuted this year. Meanwhile, inexpensive electricity could also eliminate oil-based heating--and nearly half of the natural gas consumption in electrical production and residential heating. Here are the pros and cons of some leading energy options. -- D.C. Wind Energy + Wind farms will generate more than 1 percent of U.S. electricity this year. The only reason projections aren't higher? The industry grew 45 percent last year and now it's running out of turbines. The American Wind Energy Association speculates that this barely tapped resource could provide 20 percent of U.S. power by 2020. - That will only happen if the money is right: Congress approved a 2-cent-per-kilowatt-hour federal tax credit for wind installations in 2005, but the credit is set to expire at the end of this year. In 2004, the last time the subsidy lapsed, construction of new installations fell 77 percent.
CONSUMPTION—CONGESTION

Ending congestion would have a huge effect on oil imports 

Brookings 8 (The Brookings Institute, “A Bridge to Somewhere,” Blueprint for American Prosperity,  http://www.brookings.edu/~/media/research/files/reports/2008/6/transportation%20puentes/06_transportation_puentes_report.pdf)//mat
At its most basic, transportation is critically important to the U.S. economy for its ability to move people across and between metropolitan areas. Unfortunately, even this function is under threat due to ever present traffic congestion, lack of travel choices in most places, and unconnected modes. The increase in traffic congestion has brought severe costs to families and the economy as a whole In recent years, U.S. metropolitan residents have come to regard traffic congestion as one of the most serious problems in the nation. The reasons for this are, for the most part, obvious. Congestion imposes physical and psychological costs and it hinders access to jobs, recreation, and time with family members. At the same time, metropolitan civic and business leaders are leading the drumbeat concerning the economic effects of growing congestion, mainly due to lost time and productivity. The most prominent attempt at measuring congestion comes semi-annually from the Texas Transportation Institute (TTI). Among other indicators, TTI has developed a travel time index as a ratio of congested to uncongested travel. In 1982 the average ratio was 1.09 in metropolitan America. In other words, traffic added 9 percent to the average trip. By 2005, that number had risen to 1.26— essentially a tripling of the amount of congested travel in just over twenty years. Looking at another measure, the annual delay per rush hour traveler has grown to 38 hours from just 14 in 1982. This is especially a problem for travelers in the nation’s very large metropolitan areas which now average 54 hours of annual congestion per person. 16 The effects of congestion are just as pronounced. The average American in metropolitan areas wastes 26 gallons of fuel each year due to congestion. This may not seem like much, but aggregated it means nearly 2.9 billion gallons each year is wasted–nearly one-fifth of the total equivalent of oil imported from the Persian Gulf last year. 17 Factoring in this wasted fuel, metropolitan congestion is now costing Americans about $78.2 billion each year, an increase of $20 billion since just 2000. 18 

Solving congestion would save 92 million barrels of oil a year

Fuetsch 11 (Michele, “Congestion Cost Trucking $33 Bln. In ’09 on Wasted Time and Fuel, Study Finds,” Transport Topics, 1/31, proquest)//mat

NOTE: 1 barrel is 42 gallon 3900000000/42=9287142

Trucks account for only 7% of the miles traveled in the nation's urban areas but they shoulder 29% of the costs that urban traffic congestion produces annually in wasted time and fuel, according to the annual Urban Mobility Report from the Texas Transportation Institute of Texas A&M University. Overall, the cost of traffic congestion in urban areas has gone from $24 billion in 1982 to $115 billion in 2009 and trucking's share of that latest figure is $33 billion, not counting the goods being hauled, the [an. 20 report said. Delay times for trucks traveling in the nation's 15 largest metropolitan areas, the report said, are worst in Chicago, followed by the Los Angeles-Long Beach-Santa Ana, Calif, area and metropolitan New York, New Jersey and Connecticut. The metro area that converges around Philadelphia, southern New Jersey, Delaware and Maryland ranked fourth in delay time with the fifth place going to the Dallas-Fort Worth-Arlington, Texas area. When the delay time includes both cars and trucks, the mobility report said, Chicago and the Washington, D. C, metro area tie for first place. Unlike the cost of congestion for cars, however, the cost of truck congestion "was passed on to consumers in the form of higher prices," the report said. In addition, it said, the fallout from truck congestion extends "far beyond the region where the congestion occurs" because trucks carry goods to suppliers, markets, and manufacturers. Delays in arrival time for manufacturing plants can cause whole production lines to close down, nie congestion analysis said. "The report confirms that congestion has a significant impact on the cost of moving freight, which is ultimately borne by Americans in the form of higher shelf prices, lower incomes and lost jobs," said Darrin Roth, director of highway operations for American Trucking Associations. It is past time. Roth said, for the country to make the investments in highway infrastructure that would reduce congestion and, over the long run, pay for themselves. The same solutions that would alleviate truck congestion, the report said, would also bring overall congestion relief. The solutions include new roads and rail lines, and new lanes on existing roads, lanes dedicated to trucks, and additional lanes and docking facilities at warehouses and distribution centers, the report said. The recession reduced congestion in 2008 and 2009 because the economic contraction meant fewer cars and trucks were on the road, the report said. However, as economic recovery accelerates, congestion will begin its steady rise again. Overall congestion in 2009 in urban areas wasted more than 3.9 billion gallons of fuel, which is equal to 130 days of oil flow in the Alaska Pipeline, the report said.
Congestion consumes 45 million barrels

Department of the Treasury 12 (“A New Economic Analysis of Infrastructure Investment,” 3/23, http://www.treasury.gov/resource-center/economic-policy/Documents/20120323InfrastructureReport.pdf)//mat
NOTE: 1 barrel is 42 gallon 2800000000/42=66666666

Investing in transportation infrastructure creates middle-class jobs. Our analysis suggests that 61 percent of the jobs directly created by investing in infrastructure would be in the construction sector, 12 percent would be in the manufacturing sector, and 7 percent would be in the retail and wholesale trade sectors, for a total of 80 percent in these three sectors. Nearly 90 percent of the jobs in these three sectors most affected by infrastructure spending are middle-class jobs, defined as those paying between the 25 th and 75 th percentile of the national distribution of wages.  The President’s proposal emphasizes transportation choices, including mass transit and high-speed rail, to deliver the greatest long-term benefits to those who need it most: middle-class families. The average American family spends more than $7,600 a year on transportation, which is more than they spend on food and more than twice what they spend on out-of-pocket health care costs. For 90 percent of Americans, transportation costs absorb one out of every seven dollars of income. This burden is due in large part to the lack of alternatives to expensive and often congested automobile travel. Multi-modal transportation investments are critical to making sure that American families can travel without wasting time and money stuck in traffic.  A more efficient transportation infrastructure system will reduce our dependence on oil, saving families time and money. Traffic congestion on our roads results in 1.9 billion gallons of gas wasted per year, and costs drivers over $100 billion in wasted fuel and lost time. More efficient air traffic control systems would save three billion gallons of jet fuel a year, translating into lower costs for consumers. Finally, new research indicates that Americans who were able to live in “location efficient” housing were able to save $200 per month in lower costs, including paying less at the pump, over the past decade

Improving traffic flow reduces consumption by 10 million barrels 
Korin and Lovaas 10 - director of the Institute for the Analysis of Global Security (Anne and Deron, “Taking the Wheel: Achieving a Competitive Transportation Sector Through Mobility Choice,” Mobility Choice, 11/23, http://www.mobilitychoice.org/takingthewheel.pdf) //mat

H. Deploy Smart Traffic Management Intelligent transportation system (ITS) technologies are a win-win strategy: they provide a cost-effective way to simultaneously improve the operational efficiency of our nation’s transportation system while reducing the fuel lost to congestion and idling. These technologies save time, money, and frustration for travelers. A wide range of technologies and operational improvements can be implemented: n Freeway management: Roadway capacity and flow can be dynamically managed with real-time information on traffic conditions, collected by sensors and cameras. Ramp meters can be installed to regulate the flow of vehicles entering a highway to the optimal level at any given time, speed limits can be adjusted in real time to respond to changing conditions, and shoulders can be converted to travel lanes at peak hours or during congestion. Traffic management centers can coordinate ITS technologies across multiple roadways to best reduce congestion area wide. n Traveler information: Up-to-date information on traffic conditions provided to travelers can enable them to choose the best route and avoid congestion. Variable message signs, 511 systems, and traveler information call centers can all be deployed. n Incident management: A variety of techniques can be used to more quickly identify and clear incidents (accidents and other obstructions) that cause traffic jams, including free cellular call systems for reporting incidents, closed-circuit cameras, service patrols, and travel management centers to coordinate response. n Arterial management: Improved signal synchronization and variable message signs can be used to improve traffic flow on arterial roadways. This can also be combined with priority access through intersections for transit. n Road weather management: Inclement weather can badly snarl roadways. Implementing coordinated weather advisories, speed limit reductions, and snow and ice treatments promote safe and smooth travel operations in bad weather. Vehicle Infrastructure Integration (VII) or IntelliDrive SM: Not yet widely deployed, these systems would equip vehicles with technology that would communicate with roadside sensors and other vehicles to help drivers avoid accidents and make efficient use of roadway capacity. n Truck idling reduction: Idling wastes both fuel and money for trucking companies and operators. Overnight idling at truck stops can be reduced through truck stop electrification, which provides heating and cooling for the driver in the sleeper cab, or by installing auxiliary power units on trucks that allow drivers to shut off the main engine. Weigh-in-motion (WIM) systems and electronic credentialing allow trucks to bypass weigh stations and safety inspections, eliminating the idling associated with these stations. By improving traffic flow on arterials and freeways and increasing overall system efficiency—especially in the nation’s most congested urban areas—these technologies taken together could save almost 5 million barrels of oil per year in 2020 and almost 10 million barrels in 2030.
CONSUMPTION—ELECTRIC RAIL

Electrified rail saves 12% of US oil- it’s the most threatening project

Drake 8 (Alan, “Multiple Birds – One Silver BB: A synergistic set of solutions to multiple issues focused on Electrified Railroads,” 1/15, The Oil Drum, http://www.theoildrum.com/node/4301)//mat
Oil can be saved from the diesel that railroads use today (231,000 barrels/day in 2006) and from truck freight (2,552,000 barrels/day in 2006) by switching to electrified rail. Trucks carry about a quarter fewer ton-miles than rail, but with 11 times the oil. The USA has 177,000 miles of railroads, with the Department of Defense classifying 32,421 miles as strategic (STRACNET). These selected rail lines correlate closely, but not exactly, with what are considered “main line” railroads. DoD only selected one rail line when two main lines parallel and a few main lines are not considered strategic. 36,000 miles should cover all of the main lines. The Pareto Principle (also known as the 80/20 rule) suggests that the 36,000 miles of main line railroad should carry 80% of the railroad ton-miles, and burn 80% of the fuel (there being no electrified freight lines in the USA), or 185,000 barrels/day. Electrifying 36,000 miles of US railroads could take as little as six years with “Maximum Commercial Urgency” (see Appendix Two). The Russians electrified the Trans-Siberian Railroad in 2002 and to the Arctic port of Murmansk in 2005, so there are no technical obstacles to electrifying American railroads. [See Appendix Three for an overview of foreign electrified rail lines]. However, this calculation of 185,000 barrels of oil/day saved seriously underestimates the fuel saving potential, especially in an oil constrained future, Transferring just 8% of the truck ton-miles to electrified rail would save another 204,000 barrel/day. Transferring half would save 1,276,000 barrels/day, plus the 185,000 barrels/day for 1,461,000 barrels/day saved (roughly equal to ANWR at its peak, but electrified rail does not deplete - which ANWR inevitably will). Transferring 85% of truck freight to rail, and electrifying half of US railroads, which the author considers to be possible with a large enough investment (see Appendix Four), would save 2.3 to 2.4 million barrels/day. That is 12% of USA oil used today for all purposes, not just transportation. This dwarfs any other “silver BB” being actively discussed that can be implemented quickly. And best yet, no new technology is required. This analysis shows that the major oil savings are in transferring freight from trucks to electrified rail. Electrified rail passenger service is an added, but unspecified, bonus.

Electrified rail lines cut oil use by 15%

Longman 9 (Phillip, “Back on Tracks,” Washington Monthly, January/February. http://www.washingtonmonthly.com/features/2009/0901.longman.html)//mat
Six days before Thanksgiving, a truck driver heading south on Interstate 81 through Shenandoah County, Virginia, ploughed his tractor trailer into a knot of cars that had slowed on the rain-slicked highway. The collision killed an eighty-year-old woman and her one- and four-year-old grandchildren, and brought traffic to a standstill along a ten-mile stretch of road for the better part of the afternoon. It was a tragedy, but not an unusual one. Semis account for roughly one out of every four vehicles that travel through Virginia on I-81’s four lanes, the highest percentage of any interstate in the country. They’re there for a reason: I-81 traces a mostly rural route all the way from the Canadian border to Tennessee, and the cities in its path—Syracuse, Scranton, Harrisburg, Hagerstown, and Roanoke among them—are midsized and slow growing. This makes the highway a tempting alternative to I-95, the interstate that connects the eastern seaboard’s major metropolises, which is so beset with tolls and congestion that truckers will drive hundreds of extra miles to avoid it. This is bad news for just about everyone. Even truckers have to deal with an increasingly overcrowded, dangerous I-81, and for motorists it’s a white-knuckle terror. Because much of the road is hilly, they find themselves repeatedly having to pass slow-moving trucks going uphill, only to see them looming large in the rearview mirror on the down grade. For years, state transportation officials have watched I-81 get pounded to pieces by tractor trailers, which are responsible for almost all non-weather-related highway wear and tear. To make matters worse, traffic is projected to rise by 67 percent in just the next ten years. The conventional response to this problem would be simply to build more lanes. That’s what highway departments do. But at a cost of $11 billion, or $32 million per mile, Virginia cannot afford to do that without installing tolls, which might have to be set as high as 17 cents per mile for automobiles. When Virginia’s Department of Transportation proposed doing this early last year, truckers and ordinary Virginians alike set off a firestorm of protest. At the same time, just making I-81 wider without adding tolls would make its truck traffic problems worse, as still more trucks diverted from I-95 and other routes. Looking for a way out of this dilemma, Virginia transportation officials have settled on an innovative solution: use state money to get freight off the highway and onto rails. As it happens, running parallel to I-81 through the Shenandoah Valley and across the Piedmont are two mostly single-track rail lines belonging to the Norfolk Southern Railroad. Known as the Crescent Corridor, these lines have seen a resurgence of trains carrying containers, just like most of the trucks on I-81 do. The problem is that the track needs upgrading and there are various choke points, so the Norfolk Southern cannot run trains fast enough to be time competitive with most of the trucks hurtling down I-81. Even before the recent financial meltdown, the railroad couldn’t generate enough interest from Wall Street investors to improve the line. The railroad has long been reluctant to accept government investment in its infrastructure out of fear of public meddling, such as being compelled to run money-losing passenger trains. But now, like most of the industry, it has changed its mind, and it happily accepted Virginia’s offer last year to fund a small portion—$40 million—of the investment needed to get more freight traffic off I-81 and onto the Crescent Corridor. The railroad estimates that with an additional $2 billion in infrastructure investment, it could divert a million trucks off the road, which is currently carrying just under five million. State officials are thinking even bigger: a study sponsored by the Virginia DOT finds that a cumulative investment over ten to twelve years of less than $8 billion would divert 30 percent of the growing truck traffic on I-81 to rail. That would be far more bang for the state’s buck than the $11 billion it would take to add more lanes to the highway, especially since it would bring many other public benefits, from reduced highway accidents and lower repair costs to enormous improvements in fuel efficiency and pollution reduction. Today, a single train can move as many containers as 280 trucks while using one-third as much energy—and that’s before any improvements to rail infrastructure. For now, Virginia lacks the resources to build its "steel wheel interstate," but that could change quickly. Thanks to the collapsing economy, a powerful new consensus has developed in Washington behind a once-in-a-generation investment in infrastructure. The incoming administration is talking of spending as much as $1 trillion to jump-start growth and make up for past neglect, an outlay that Obama himself characterizes as "the single largest new investment in our national infrastructure since the creation of the federal highway system in the 1950s." We’ll soon be moving earth again like it’s 1959. By all rights, America’s dilapidated rail lines ought to be a prime candidate for some of that spending. All over the country there are opportunities like the I-81/Crescent Corridor deal, in which relatively modest amounts of capital could unclog massive traffic bottlenecks, revving up the economy while saving energy and lives. Many of these projects have already begun, like Virginia’s, or are sitting on planners’ shelves and could be up and running quickly. And if we’re willing to think bigger and more long term—and we should be—the potential of a twenty-first-century rail system is truly astonishing. In a study recently presented to the National Academy of Engineering, the Millennium Institute, a nonprofit known for its expertise in energy and environmental modeling, calculated the likely benefits of an expenditure of $250 billion to $500 billion on improved rail infrastructure. It found that such an investment would get 83 percent of all long-haul trucks off the nation’s highways by 2030, while also delivering ample capacity for high-speed passenger rail. If high-traffic rail lines were also electrified and powered in part by renewable energy sources, that investment would reduce the nation’s carbon emission by 39 percent and oil consumption by 15 percent. By moderating the growing cost of logistics, it would also leave the nation’s economy 10 percent larger by 2030 than it would otherwise be.* Yet despite this astounding potential, virtually no one in Washington is talking about investing any of that $1 trillion in freight rail capacity. Instead, almost all the talk out of the Obama camp and Congress has been about spending for roads and highway bridges, projects made necessary in large measure by America’s overreliance on pavement-smashing, traffic-snarling, fossil-fuel-guzzling trucks for the bulk of its domestic freight transport. This could be an epic mistake. Just as the Interstate Highway System changed, for better and for worse, the economy and the landscape of America, so too will the investment decisions Washington is about to make. The choice of infrastructure projects is de facto industrial policy; it’s also de facto energy, land use, housing, and environmental policy, with implications for nearly every aspect of American life going far into the future. On the doorstep of an era of infrastructure spending unparalleled in the past half century, we need to conceive of a transportation future in which each mode of transport is put to its most sensible use, deployed collaboratively instead of competitively. To see what that future could look like, however, we need to look first at the past. 

Freight uses over 580 million barrels imports 
Cooper 5 (Hal, “A Plan to Revolutionize America’s Transport,” 21st Century Science and Technology, http://www.21stcenturysciencetech.com/Articles%202005/ElectricRail.pdf)//mat
Reducing Transportation’s Petroleum Budget In the absence of major policy initiatives, such as the electrification of intercity railroads and major intermodal diversion from road or air to rail, the amount of petroleum to be used in the transport of freight is expected to increase from 380 million barrels per year in 1980, to 580 million barrels in 2000, to as much as 2,353 million barrels per year by 2050, if the present trends continue, as shown in Figure 6. The total annual petroleum consumption in the transportation sector is expected to increase from 1,463 million barrels per year in 1980, to 2,508 million barrels per year in 2000, to as much as 9,603 million barrels per year by the year 2050 (which is more than the present national total). The passenger sector would predominate. 
Electric rail saves billions of barrels- 61% of oil imports 

Cooper 5 (Hal, “A Plan to Revolutionize America’s Transport,” 21st Century Science and Technology, http://www.21stcenturysciencetech.com/Articles%202005/ElectricRail.pdf)//mat
The present petroleum consumption totals appear to be clearly unsustainable, in view of the present and future limitations on world oil supplies. Clearly, national railroad electrification is going to be needed for purely national-economic and energy-security reasons, as the expected oil demand will exceed expected oil supplies. The electrification of railroads for freight transport would ultimately replace this petroleum consumption with other energy sources, by generating electricity at central power plants. The preponderance of energy consumption for freight transportation is for truck transport, with essentially all of the energy supplied by burning diesel fuel or gasoline refined from petroleum. Shipments of freight by truck constitute 41 percent of the total movement in ton-miles, but require 57 percent of the total energy consumption in the form of petroleum. In contrast, railroads move 58 percent of the intercity freight but require only 26 percent of the total energy required for intercity freight transport. 

The diversion of a significant portion of the intercity truck traffic from road to rail would significantly reduce the overall level of petroleum consumption, Electrification would increase the oil savings for the three alternative 10,000-, 26,000-, and 42,000-route-mile electrified rail networks, from 52 million barrels per year, to 73 million, to 94 million barrels per year. There would also be an estimated transport cost-savings resulting from electrification of the railroad with the comparative transport cost of 6.15 cents per net ton-mile for truck transport, 4.20 cents per net ton-mile for diesel trains, and 3.50 cents per net ton-mile for electric trains. As a result, the electrification of the railroads would give shippers a net overall transport cost-savings from $7.1 billion per year for the minimum network, to $12.8 billion per year for the maximum network based on year 2000 freight traffic volumes. The electrification of the railroad would also result in a reduction of petroleum consumption for those cargoes going by railroad. The petroleum savings which would result from the railroad traffic alone would increase from 33 million barrels per year for the minimum 10,000-route-mile network to 66 million barrels per year for the maximum 42,000 routemile network. The total petroleum savings resulting from both the intermodal diversion of the trucks from road to railroad, plus the electrification, would increase from 85 million barrels per year for the minimum network, to 160 million barrels per year for the maximum network, excluding air freight service. The overall cost-savings resulting from the railroad electrification plus the intermodal diversion of truck traffic from road to rail would also result in a net transportation cost-savings to shippers, which would increase from $11 billion per year for the minimum 10,000 route-mile network, to $20 billion per year for the maximum 42,000 route-mile network. It is also important to identify the potential petroleum savings which could result from the intermodal diversion of passenger traffic from air or auto to rail. The proposed implementation of a national railroad electrification network could substantially reduce the need for oildependent air and auto modes for intercity passenger travel— by more than half, by 2050, as shown in Figure 7. The role of magnetic levitation becomes critical in the future for replacing air travel as a relatively time-competitive transportation mode for passengers. In contrast, the conventional electrified railroad-network will serve as a feeder service for shorter trips, as the means for diverting automobile traffic to the more energy-efficient and non-petroleum-dependent rail mode. The potential petroleum savings from intercity passenger transportation are potentially much greater than for freight transport, based on present-day traffic volume conditions (Figure 8). However, there is a very blurred line which separates intercity trips and intracity trips, so that the above values are optimistic, to at least some degree. Estimates of the potential impacts of national railroad electrification and magnetic levitation for both passenger and freight transport for intercity trips are illustrated in Figure 9. The results show that the potential reductions in petroleum consumption could be as much as 2,780 million barrels per year by 2050, or the equivalent of 7.6 million barrels per day. These reductions in petroleum consumption resulting from transportation are equivalent to 61 percent of the present import level of 12.3 million barrels per day, and 37 percent of the total oil consumption level of 20.5 million barrels per day in the United States.

CONSUMPTION—FLIGHT DELAYS

Flight delays use 740 million gallons of fuel

Schumer 8 (Charles E., “Flight Delays Cost Passengers, Airlines, and the U.S. Economy Billions,” Joint Economic Committee, http://www.jec.senate.gov/public/?a=Files.Serve&File_id=47e8d8a7-661d-4e6b-ae72-0f1831dd1207)//mat
The economic costs of air traffic delays to the U.S. economy are large and far-reaching. As air traffic has grown over the last two decades, the number of domestic flights and air flight delays has reached record levels. Increasing flight delays and cancellations are placing a significant strain on the U.S. air travel system and costing both passengers and airlines billions of dollars each year. For this report, the majority staff of the Joint Economic Committee (JEC) used U.S. Department of Transportation data to analyze more than 10 million individual U.S. domestic scheduled flights in 2007. These passenger flights were operated by more than 400 different carriers – both national and regional – and traveled through more than 1,100 airports. The JEC found that: • The total cost of domestic air traffic delays to the U.S. economy was as much as $41 billion for 2007. o Air-traffic delays raised airlines' operating costs by $19 billion. With each delayed flight, airlines paid extra for crew, fuel, and maintenance costs while planes sat idle at the gate or circled in holding patterns. o Delays cost passengers time worth up to $12 billion. Delayed travelers, their employers, and others lost productivity, business opportunities and leisure activities when air travel took extra time. Costs cascaded when delayed flights resulted in other late flights. These costs to passengers could be even higher than JEC estimates, as a result of missed connections, cancelled flights, disrupted ground travel plans, forgone pre-paid hotel accommodations, and missed vacation times. o Indirect costs of delay to other industries added roughly $10 billion to the total burden. In particular, industries that rely on air traffic, such as food service, lodging, general retail, and public transportation suffered. • Delayed flights consumed about 740 million additional gallons of jet fuel. o Delayed flights cost the airlines (and customers) an additional $1.6 billion in fuels costs, assuming an average wholesale price of $2.15 per gallon in 2007. o Burning fuel during flight delays released an additional 7.1 million metric tons of climate-disrupting carbon dioxide into the atmosphere. • Almost 20 percent of total domestic flight time in 2007 was wasted in delay. o In 2007, flight arrivals were delayed by a total of 4.3 million hours, after accounting for padding in airline schedules. These delays cost travelers 320 million hours of lost time delays. o Planes arrived later than their scheduled arrival by more than 2.8 million total hours; however, because airlines have built the most predictable delays into their schedules calculating delays with respects to schedules significantly underestimates the problem. In fact, when padding is removed from the analysis, total delays are actually 57 percent higher than the airlines report. 1 Flight delays were longest during months when many people take vacations. Flight delays during the months of June, July and August – popular vacation months – averaged approximately 414,000 total hours of delay per month. Flights during December – the height of holiday traveling – totaled almost 438,000 hours of delay. • Seventy-eight percent of flight delays in 2007 occurred before take-off. Almost 60 percent of flight delays occurred at the gate, and 20 percent of delays occurred during the taxi to the runway. Airborne delays, the most costly for airlines accounted for 15 percent of all delays. • Delays at the nation’s largest airports disproportionately contributed to total passenger delays in 2007. Flights to and from the 35 largest U.S. airports accounted for about half of the total passenger delays, even though flights in and out of these airports accounted for only 33 percent of the flights in this study. Passengers departing from airports in the Northeast and Midwest experienced the longest per passenger delays. Certainly, some air traffic delay is unavoidable. Flights can and should be delayed if safety issues arise due to severe weather or mechanical problems. However the staggering levels of delays experienced in 2007 and the significant costs these delays had on the U.S. economy are troublesome. As air travel is expected to increase – the Federal Aviation Administration forecasts that the number of U.S. air travelers will grow by at least 2.7 percent per year through 2025, from more than 689 million passengers today to more than 1.1 billion in 2025 – delays will continue to worsen without important reforms to the system.

CONSUMPTION—HIGHWAYS

Highway infrastructure expansion minimizes oil dependence

Downey ’11 – Senior Advisor @ Parsons Brinckerhoff, a construction management organization (Mortimer L, “Do we need more highways?: A view from the front line” National Journal 5/3/11 http://transportation.nationaljournal.com/2011/05/do-we-need-more-highways.php) 

Yes we need highways (although probably not so many new ones) and yes we need to maintain the system we have. If we are going to move the needle on energy consumption and foreign oil dependence, yes we need more well maintained and affordable transit--we can't ask people to ride services that arent there. And yes we need more bike and pedestrian facilities if we want to contribute to the livability of our cities. What's really important about the Conference of Mayors survey of their membership is that it represents views from the front lines of transportation policy and program delivery. These are the men and women, big city, small city and suburban communties who are closest to the voters and have broad responsiblities to achieve results. The recent discussions about transportation policy have emphasized the concepts of performance based and accountable delivery systems. These folks are the ones who really understand that and we should listen to them

CONSUMPTION—HOV LANES

Increasing high occupancy lanes saves 80-160 million barrels of oil

Korin and Lovaas 10 - director of the Institute for the Analysis of Global Security (Anne and Deron, “Taking the Wheel: Achieving a Competitive Transportation Sector Through Mobility Choice,” Mobility Choice, 11/23, http://www.mobilitychoice.org/takingthewheel.pdf) //mat

A. Deploy “HOT” Lanes and Congestion Pricing User fees, such as tolls and congestion pricing, can be implemented to help maintain existing and build new highway, bridge, and tunnel infrastructure. User fees can also help reduce peak hour congestion by providing incentives to travel in off-peak periods, combine trips, or telecommute, thus reducing the amount of driving done in highly inefficient stop-and-go traffic and overall oil consumption. An emphasis on roadway-based user fees would help ensure that transportation investments are made where demand—and therefore toll revenues—are highest, ensuring a less wasteful allocation of highway dollars. There are different options for implementing user fees as illustrated in the table below. TABLE 1 Types of Transportation User Fees Congestion and cordon pricing: Variable tolls can be implemented on congested roadways so that toll cost is set to reduce traffic jams and achieve a specified level of service on the roadway. This can include time-of-day pricing in which higher tolls are charged during peak hours or more sophisticated dynamic pricing in which toll rates vary depending on the real-time level of congestion on the roadway. Dynamic pricing can be used to ensure that the road stays at a consistently high level of service. HOT/managed lanes: Both HOV lanes and highoccupancy toll (HOT) lanes provide a separate lane for carpoolers with a higher level of service. HOT lanes allow single-occupant vehicles into these lanes for a toll; this toll can vary according to traffic levels to ensure a high level of service in the lane. Vehicles carrying two or more people would be exempted from the toll to encourage carpooling. Intercity tolls: Per mile fees can be introduced to users outside of urban areas, interstates, and other limited access roads. Given that travel on rural roads is limited, the estimated traffic affected would be much smaller than for urban tolling options. Truck-only toll lanes: Toll lanes dedicated exclusively to trucks allow freight to move more efficiently through congested areas. In addition, truck-only lanes may have safety benefits by separating truck and auto traffic. Together, these options could save nearly 80 million barrels of oil in 2020, and almost twice that in 2030 should pricing become more comprehensive.

CONSUMPTION—HIGH SPEED RAIL

High speed rail depletes fossil fuel and oil dependence
CAP ‘10 (Center for American Progress, “ It's Easy Being Green: Rail Transport Picks Up Speed” Center for American Progress, March 24th 2010, http://www.americanprogress.org/issues/2010/03/ebg_032310.html)
The United States uses 25 percent of the entire world’s oil supply despite having only 5 percent of the world’s population, and sprawling communities force people to drive even short distances. We need alternate modes of transportation to kick this oil dependence, and one alternative is high-speed rail, which offers tantalizing environmental and economic benefits. President Barack Obama, Vice President Joseph Biden, and Transportation Secretary Ray LaHood announced a strategic plan for high-speed rail last year that includes $8 billion in the American Recovery and Reinvestment Act and $1 billion a year for five years in the federal budget. Their goal is to jumpstart a potential world-class rail system in the United States. These economic incentives for a mass U.S. network of high-speed rail trains, or HSR, along existing transportation corridors could create much-needed jobs, decrease our dependence on foreign oil and fossil fuels, and significantly reduce greenhouse gas emissions. 

High speed rail decreases US oil dependence
Mesnikoff ’10 - Green Transportation campaign director for the Sierra Club  (Ann, “ High-Speed Rail Can Be Profitable, Create Jobs” AlterNet, March 15th, http://blogs.alternet.org/annmesnikoff/2011/03/15/high-speed-rail-can-be-profitable-create-jobs/)

Committee head Rep. John Mica held this hearing in his home state of Florida. Now, Florida is a particularly good state to hear about the need for high-speed rail as a transportation choice since Governor Rick Scott rejected federal funds last month for such a project in the Sunshine State. It is unfortunate that officials are choosing Big Oil over solutions that can end our oil dependence. And now we’ve got new research showing that a high-speed rail line from Tampa to Orlando “could be operated with a healthy profit.” The study shows that “the line connecting Tampa to Orlando would have had a $10.2 million operating surplus in 2015, its first year of operation. The study showed the line would have had a $28.6 million surplus in its 10th year.” The Florida high-speed rail plan would have served 3.3 million riders in its first year of operation, but now those riders will be stuck in traffic burning gasoline – polluting the air, increasing our addiction to oil while sending dollars overseas to pay for oil. We’ve been standing with concerned citizens at several of these field hearings nationwide from Ohio, California and Tennessee and, of course, in Orlando, Florida. While the field hearings didn’t necessarily include all the right voices (as two of our activists in Tennessee noted in these great OpEds, Chairman Mica did support high speed rail in Florida. And we made sure to let him know there are supporters of good transit across the country out there: We turned in close to 1,000 comments from citizens, all calling for a transportation bill that will increase transportation choices and help end our dependence on oil. We’re also making our voices heard about Gov. Scott’s rail rejection: Environmental groups believe that, given the toll that roads take on natural resources, they’re counting on Scott to endorse SunRail. “We need those choices. Gov. Scott’s actions deny us choices in transportation,” Sierra Club representative Phil Compton said. But despite Gov. Scott’s views and the loss of rail, some Florida cities are forging ahead with better transit plans. Plus, it looks like some states want Florida’s rejected rail money for their own projects that will reduce our oil dependence and create jobs. While we know high-speed rail is not the whole solution to transportation or $4 gallon gas, we do know it is part of a plan that moves our country beyond oil. 

High speed rail eases US oil dependence

Yetiv & Feld ’10 - University Professor of Political Science and International Studies at Old Dominion University AND reporter for CSM (Steve + Lowell,  US high-speed rail to the rescue, 2/1/10, Christian Science Monitor, http://www.csmonitor.com/Commentary/Opinion/2010/0201/US-high-speed-rail-to-the-rescue) 

The technology is already here but it's underrated, underutilized, and often overlooked. High-speed rail is an important part of the answer to much of America's travel and environmental woes, not to mention potentially easing American oil dependence. The United States, as Obama pointed out recently just needs to take it seriously. Around the world, high-speed trains have roundly beaten planes on price, overall travel time, and convenience at ranges of up to 600 miles. Consider what happened in Europe: Commercial flights all but disappeared after high-speed trains were established between Paris and Lyon. And in the first year of operation, a Madrid-to-Barcelona high-speed link cut the air travel market about 50 percent. Traveling by train from London to Paris generates just 1/10th the amount of carbon dioxide as traveling by plane, according to one study. Consider Asia: While America fumbles, China has seen the light. It plans to build 42 high-speed rail lines across 13,000 kilometers (some 8,000 miles) in the next three years. The Chinese Railway Ministry says that rail can transport 160 million people per year compared with 80 million for a four-lane highway. In addition to the central goal of decreasing oil use and pollution, China seeks to bolster its economy with investment in rail and also to satisfy the demands for mobility of its growing middle class. For America, as fewer people opt for gas-guzzling air or car travel, a high-speed rail system would hit US oil dependence right where it counts: in the gas tank. 
CONSUMPTION—INLAND WATERWAYS

Expanding inland waterways drastically reduces oil dependence 

MARAD No date (US Maritime Administration, “America’s Marine Highway Program” http://www.marad.dot.gov/documents/Marine_Highway_Program_brochure_(final).pdf) 

America’s Marine Highways together consist of more than 25,000 miles of coastal, inland, and intracoastal waterways. It moves only about 2 percent of our domestic freight and is currently underutilized. Expanding the use of this valuable resource will help dramatically reduce landside congestion and offer significant opportunities to help reduce emissions, decrease oil dependence, and find alternatives to maintenance and construction costs of highway and railroad infrastructure.
CONSUMPTION—INTERMODAL TRANSIT
Intermodal improvements save over 85 million barrels 

Cooper 5 (Hal, “A Plan to Revolutionize America’s Transport,” 21st Century Science and Technology, http://www.21stcenturysciencetech.com/Articles%202005/ElectricRail.pdf)//mat
The diversion of a significant portion of the intercity truck traffic from road to rail would significantly reduce the overall level of petroleum consumption, Electrification would increase the oil savings for the three alternative 10,000-, 26,000-, and 42,000-route-mile electrified rail networks, from 52 million barrels per year, to 73 million, to 94 million barrels per year. There would also be an estimated transport cost-savings resulting from electrification of the railroad with the comparative transport cost of 6.15 cents per net ton-mile for truck transport, 4.20 cents per net ton-mile for diesel trains, and 3.50 cents per net ton-mile for electric trains. As a result, the electrification of the railroads would give shippers a net overall transport cost-savings from $7.1 billion per year for the minimum network, to $12.8 billion per year for the maximum network based on year 2000 freight traffic volumes. The electrification of the railroad would also result in a reduction of petroleum consumption for those cargoes going by railroad. The petroleum savings which would result from the railroad traffic alone would increase from 33 million barrels per year for the minimum 10,000-route-mile network to 66 million barrels per year for the maximum 42,000 routemile network. The total petroleum savings resulting from both the intermodal diversion of the trucks from road to railroad, plus the electrification, would increase from 85 million barrels per year for the minimum network, to 160 million barrels per year for the maximum network, excluding air freight service. The overall cost-savings resulting from the railroad electrification plus the intermodal diversion of truck traffic from road to rail would also result in a net transportation cost-savings to shippers, which would increase from $11 billion per year for the minimum 10,000 route-mile network, to $20 billion per year for the maximum 42,000 route-mile network. It is also important to identify the potential petroleum savings which could result from the intermodal diversion of passenger traffic from air or auto to rail. The proposed implementation of a national railroad electrification network could substantially reduce the need for oildependent air and auto modes for intercity passenger travel— by more than half, by 2050, as shown in Figure 7. The role of magnetic levitation becomes critical in the future for replacing air travel as a relatively time-competitive transportation mode for passengers. In contrast, the conventional electrified railroad-network will serve as a feeder service for shorter trips, as the means for diverting automobile traffic to the more energy-efficient and non-petroleum-dependent rail mode. The potential petroleum savings from intercity passenger transportation are potentially much greater than for freight transport, based on present-day traffic volume conditions (Figure 8). However, there is a very blurred line which separates intercity trips and intracity trips, so that the above values are optimistic, to at least some degree. Estimates of the potential impacts of national railroad electrification and magnetic levitation for both passenger and freight transport for intercity trips are illustrated in Figure 9. The results show that the potential reductions in petroleum consumption could be as much as 2,780 million barrels per year by 2050, or the equivalent of 7.6 million barrels per day. These reductions in petroleum consumption resulting from transportation are equivalent to 61 percent of the present import level of 12.3 million barrels per day, and 37 percent of the total oil consumption level of 20.5 million barrels per day in the United States.
CONSUMPTION—MASS TRANSIT

Mass transit expansion saves 45 million barrels

Reagan 9 (Brad, “America@$100/Barrel: How Long Will the Oil Last?” Popular Mechanics, 10/1, http://www.popularmechanics.com/science/environment/4254875)//mat
EXTENDING SUPPLY Moving Target Since the oil age began in 1859, the world's producers have pumped approximately 1 trillion barrels from the earth. At current rates of production, they could pump the second trillion by 2030. A hotly debated question: When will our global exploitation of this nonrenewable resource reach the pinnacle of production, known as peak oil? The most pessimistic pundits, such as Kenneth Deffeyes, professor emeritus of geosciences at Princeton University, speculate that we've already peaked, with social and political upheavals soon to follow. "By 2025," he has written, "we're going to be back in the Stone Age." But energy market analysts such as Michael Lynch, president of Strategic Energy & Economic Research in Amherst, Mass., believe that pessimists overlook the law of supply and demand: As cheap supplies dwindle, prices start to rise. Higher prices reduce demand by forcing consumers to use less. They also spur efforts to develop previously uneconomical energy sources. These market forces, optimists say, mean oil won't peak for at least another 20 years and that our economy will have time to adjust. This graph reflects a centrist position. Based on data compiled by the International Energy Agency, a consortium of experts from 27 countries, it projects continued increases in the production of both natural gas and oil. -- D.C. Moving Beyond Fossil Fuels Our total energy needs are dictated not only by supply, but also by demand. Every barrel of oil saved through conservation or the use of alternative sources is just as valuable as a barrel pulled from the earth. Pioneering conservationist Amory Lovins coined the term "negabarrels" to refer to the savings that can be reaped by making buildings and vehicles more efficient. Corn ethanol is likely not a long-term solution: If all the corn in the U.S. were converted to ethanol, it would provide only 6 percent of the nation's energy needs. Cellulosic ethanol, though, can be produced from virtually any carbon-based stock, including wood and solid waste. At the recent Detroit auto show, General Motors announced a joint venture with cellulosic-ethanol startup Coskata. In December, Silicon Valley startup Nanosolar introduced solar panels that can produce electricity for around $1 per watt--less than the cost of power from coal-fired plants. Then there are two old standbys: nuclear power and natural gas. Nuclear power is a cost-efficient and nearly carbon-free energy source but it comes with environmental concerns that since the 1970s have handcuffed plans for any new construction. Thanks to recent incentives, the Nuclear Regulatory Commission expects to take applications for 32 new reactors by 2010. Natural gas is a clean fuel primarily produced domestically; horizontal drilling is tapping hard-to-reach but vast deposits like the Barnett Shale surrounding Fort Worth, Texas. These new supplies could spur utilities to rely more on gas to generate electricity. By 2017, though, oil and gas are still expected to make up 60 percent of the American energy portfolio, says Bob Fryklund of the Houston consulting firm IHS. In the end, the real question shouldn't be how long will the oil last, but how long will the energy last? With more efficient vehicles, alt fuels and cleaner electric power all coming on line over the next few years, oil may well become a smaller part of the total energy pie. In fact, some analysts predict that today's high prices will spur so much progress in conservation and alternative sources (not to mention new oil exploration) that oil prices could actually fall dramatically. That sounds like a problem most people could live with. Oil Alternatives Breaking our fossil fuel dependency will require plugging into the grid instead of pulling up to the pump. Passenger vehicles chug 40 percent of the oil Americans use, but change may be coming: Chevy promises the Volt in 2010, and numerous plug-in concept cars--like the electric Aptera--debuted this year. Meanwhile, inexpensive electricity could also eliminate oil-based heating--and nearly half of the natural gas consumption in electrical production and residential heating. Here are the pros and cons of some leading energy options. -- D.C. Wind Energy + Wind farms will generate more than 1 percent of U.S. electricity this year. The only reason projections aren't higher? The industry grew 45 percent last year and now it's running out of turbines. The American Wind Energy Association speculates that this barely tapped resource could provide 20 percent of U.S. power by 2020. - That will only happen if the money is right: Congress approved a 2-cent-per-kilowatt-hour federal tax credit for wind installations in 2005, but the credit is set to expire at the end of this year. In 2004, the last time the subsidy lapsed, construction of new installations fell 77 percent. Solar Energy + The U.S. solar industry grew nearly 60 percent last year--but still ranks below the wind sector. Google and Wal-Mart made headlines with workplace installations, and residential use continues to grow. The industry hopes solar can supply 200 gigawatt-hours per year by 2030--enough to power 20,000 households. - Money remains the issue here, too. It can cost $25,000 to retrofit a home with a basic 3-kilowatt solar system, and while prices for panels have dropped in the past 30 years, they'll have to keep coming down to meet those industry goals. Ethanol Production + This biofuel may become a crucial bridge to electric cars, and engineers at Coskata, a startup company in Warrenville, Ill., say they can create ethanol for less than $1 per gallon. The company hopes its first commercial plant will produce 100 million gal. of ethanol per year by 2011. - Coskata engineers claim that each unit of energy input generates 7.7 times as much in output, so they may have solved ethanol's sluggish energy balance issue. Still, one major hurdle remains: Fewer than 1 percent of the nation's gas stations are equipped to dispense ethanol. The Case For Conservation Given the technical challenges and expense of finding new sources of petroleum, many experts think conservation and efficiency hold tremendous potential for reducing dependence on foreign energy supplies while boosting productivity and prosperity at home. Here are the most promising measures. -- D.C. Better Mileage | 1 Billion Barrels Saved Per Year From 1975 to 2000, American cars cut their fuel use by the equivalent of 2.8 million barrels of oil per day, spurred largely by Corporate Average Fuel Economy (CAFE) laws. Then progress stalled. December's energy law will raise CAFE standards to 35 mpg by 2020, but pushing them to 40 mpg would cut oil demand by 1 billion barrels per year, roughly our current imports from Saudi Arabia, Iraq and Venezuela combined. Improved Mass Transit | 45 Million Barrels Saved Per Year Public transportation ridership has risen 25 percent since 1995. The savings if one-third more people rode mass transit: 45 million barrels per year. 

Expanding public transportation saves 67 million barrels of oil a year
Bailey 7- federal programs advisor at the New York City Department of Transportation (Linda, “Public Transportation and Petroleum Savings in the U.S.: Reducing Dependence on Oil,” ICF International, January, http://www.apta.com/resources/reportsandpublications/Documents/apta_public_transportation_fuel_savings_final_010807.pdf)//mat
NOTE: 1 barrel is 42 gallon 2800000000/42=66666666

Expanding Public Transportation Would Double Petroleum Savings 

The dramatic increase in ridership over the past decade demonstrates Americans’ clear desire for more public transportation options. So what would happen if public transportation services were expanded so that ridership doubled? Total national fuel savings from public transportation would double to 2.8 billion gallons per year, or more if improved coordination between land use plans and public transportation could replace even more car travel. 
High speed rail cuts transportation oil by 40%
Levi et al 10 (Michael A. Levi, Anthony Perl, Ian W.H. Parry, Daniel J. Weiss, “Reducing U.S. Oil Consumption,” Council on Foreign Relations, http://www.cfr.org/energyenvironment/reducing-us-oil-consumption/p22413)//mat
Higher oil prices and growing global demand have pushed energy companies to recover oil in riskier locations, such as the deep waters of the Gulf of Mexico. But the recent Deepwater Horizon oil spill has raised questions about expanding drilling and led to calls to reduce the demand for oil. Here, three experts weigh in on what the United States could do to significantly reduce oil consumption. CFR's Senior Fellow Michael Levi says the United States could reduce consumption by both ending heating oil use and changing the mix of transportation options, such as "shifting to hybrid and plug-in-hybrid vehicles," but he notes consumption reductions won't necessarily translate into abandoning risky drilling projects. Ian Parry, a fellow at the environmental think tank Resources for the Future, argues that taxing all oil products would modestly reduce oil consumption, but predicts even with new taxes the United States will remain oil dependent. Anthony Perl, director for the Urban Studies Program at Canada's Simon Frasier University says more high-speed rail would help reduce consumption, but the pace at which it could be introduced would hinge on government's "capacity to plan and execute the needed infrastructure." Daniel J. Weiss, senior fellow and director of climate strategy for the Center for American Progress, encourages aggressive oil reform by Congress and the White House, including more safeguards for oil and gas production, increased vehicle efficiency, higher revenues for clean fuel, and accountability for oil companies Michael A. Levi, Senior Fellow for Energy and the Environment, Council on Foreign Relations The United States could substantially reduce its oil consumption in the next two decades if it chose to do so. It is unlikely, though, that it would abandon drilling in the Gulf of Mexico as a result. The International Energy Agency (IEA), for example, outlined a moderately aggressive scenario last year that would see the United States cut its oil consumption by 29 percent between 2007 and 2030. Sixty percent of that cut would have come from transportation, with the balance coming primarily from nearly eliminating oil use in electricity generation and from conservation in heating homes. A mix of better internal combustion engines, shifting to hybrid and plug-in-hybrid vehicles, and greater use of biofuels would produce the transport result. If that was combined with increased onshore oil production, perhaps from CO2-enhanced oil recovery, it could cut U.S. imports by more than half. The International Energy Agency (IEA) outlined a moderately aggressive scenario last year that would see the United States cut its oil consumption by 29 percent between 2007 and 2030. These steps would have enormous benefits. The U.S. economy would be less vulnerable to oil price shocks. It would also be more capable of handling high oil prices, since it would be sending less oil money abroad. Greenhouse gas emissions would be cut. The United States would still depend on oil, but its vulnerabilities would be reduced. Yet I doubt that the United States would abandon risky offshore drilling as a result. Companies are drilling in the Gulf of Mexico for two reasons. First, oil prices are high enough to justify it. They are expected to continue their recent rise. Reduced U.S. consumption would depress future prices, but there is no reason to believe that they would drop low enough to make offshore drilling unprofitable. Second, many U.S. politicians and voters respond to those high oil prices and to the use of imported oil by pushing to open up more territory for oil exploration and production. Even deep reductions in oil consumption would be unlikely to change either of these forces. That does not mean that deepwater drilling will be necessary (not that it necessarily is today). It does mean, though, that it will not automatically vanish. Ian W.H. Parry, Senior Fellow, Resources for the Future There are a variety of reasons why U.S. policymakers are interested in reducing the economy's dependence on oil. Production and use of oil products produces greenhouse gases and local pollution; oil dependence makes the economy vulnerable to price shocks in the world oil market; dependence on oil suppliers that are hostile to Western interests may hinder U.S. foreign policy; and so on. Despite continued growth in demand for travel, oil consumption in the United States is projected to stabilize over the next twenty years, or perhaps even fall somewhat. This is due to some combination of rising future oil prices, aggressive regulations being phased in to increase automobile fuel economy, and the mandated expansion of biofuels. The most economically efficient way to further reduce future oil use would be to tax all oil products. This would exploit all opportunities throughout the economy for oil conservation, including, for example, reducing highway mileage, further improving the fuel economy of transport vehicles, and reducing industrial oil consumption. Gasoline taxes are less effective, as they target gasoline use only, which accounts for less than 50 percent of all oil products. In turn, continued tightening of fuel economy regulations would be less effective than higher fuel taxes, as regulations do not encourage people to drive less. And targeted subsidies for specific vehicles, like plug-in electrics, have an even narrower focus, as they do not promote efficiency improvements in conventional gasoline vehicles. The most economically efficient way to further reduce future oil use would be to tax all oil products. However, even if broad-based oil taxes could be implemented, they would likely have a modest, rather than dramatic, impact on future oil use. For example, a forthcoming study by Resources for the Future and the National Energy Policy Institute suggests that a phased-in oil tax, reaching the equivalent of about $1.70 per gallon of gasoline by 2030, would lower oil consumption in that year by around 10 to 15 percent below what it would be otherwise. Around 70 percent of oil is used in transportation, and people and firms are generally reluctant to cut back their travel that much in response to higher fuel prices. Moreover, there is little in the way of commercially viable alternatives to traditional transportation fuels. And many emerging fuel-saving technologies will be incorporated in new vehicles anyway in response to regulations already in law. Supplementing oil taxes with more aggressive policies to promote the development of oil-saving technologies (like increased funding for basic energy/transportation R&D and offering hefty prizes for oil-saving innovations) would help some more. But we should not fool ourselves. Even if the opposition to the introduction of progressively rising oil taxes could be overcome (and it is difficult seeing how this might happen at present) chances are we will still be considerably dependent on oil at the twentieth anniversary of the BP oil spill. Anthony Perl, Director, Urban Studies Program, Simon Fraser University America's biggest oil spill has shown us the dark side of pushing the search for oil beyond the frontier of our experience. Going forward, we face a crucial choice that will have profound consequences for America's future. We can either reinvent our energy infrastructure to obtain extreme oil more safely or we can reposition our society to use much less of it. Both options will cost more than Americans have grown accustomed to paying for energy, but the end of cheap oil is inevitable. A key difference between redesigning our transportation system to enable post-carbon mobility and introducing infrastructure to bring us more extreme oil--like the Gulf of Mexico's deepwater reserves--can be found in the state of technology. Moving people and freight without oil can be done with mature technology. Conversely, the technology to safely produce extreme oil on a large scale remains to be perfected, as events in the Gulf have made obvious. High-speed trains have revolutionized the way that people move between cities hundreds of miles apart. These trains are powered by electricity--the ideal medium to facilitate a transition away from oil because it can blend energy sources and thus shift from non-renewable carbon based fuels like coal and natural gas to renewable sources like solar, wind, and water as soon as the infrastructure to generate them can be built. These trains are powered by electricity--the ideal medium to facilitate a transition away from oil because it can blend energy sources, and thus shift from non-renewable carbon-based fuels. In "Transport Revolutions," Richard Gilbert and I illustrated one scenario whereby the United States could reduce oil-powered transportation by 40 percent between 2010 and 2025 while obtaining roughly the same levels of ton-miles in freight transportation and passenger-miles in local and intercity travel. Around half of today's car travel would shift to electric propulsion, mostly aboard local buses and trains, while about one-third of domestic flying would be substituted by electric trains, mostly running at 125 miles per hour or faster. Electric cars also would play a modest, but growing role in providing local mobility. Similar shifts would occur in freight transportation. The pace of this change would be governed less by the availability of technology and more by the capacity to plan and execute the needed infrastructure. We propose the creation of a Transportation Redevelopment Agency (TRA), a new federal entity that could play a role of banker and infrastructure entrepreneur similar to the Tennessee Valley Authority. Progress on modifying America's existing rail infrastructure will be slow without a new organization that can accelerate innovation. Meanwhile, the costs required to unleash this transport revolution in time to preclude the need for extreme oil might appear daunting. But the alternative path--that of developing infrastructure that can safely produce large volumes of extreme oil--will require just as much government initiative to oversee, and it will certainly cost more when the environmental impacts are taken to account. Daniel J. Weiss, Senior Fellow and Director of Climate Strategy, Center for American Progress Assistant to the President Carol Browner observed that the BP oil disaster (AFP) is "probably the biggest environmental disaster we've ever faced in this country." Americans understand that this catastrophe in the Gulf of Mexico is but one symptom of our oil dependence and the need for an aggressive transition to cleaner energy. The public hungers for a direct, bold response to the oil disaster--one that clearly reduces American dependence on all oil, regardless of origin. President Obama and Congress should dramatically cut our oil dependence by adopting administrative and legislative measures that add safeguards for oil and gas production, increase vehicle efficiency, raise revenue for cleaner fuels and transit, and hold oil companies accountable. A clean energy economy and reduction in oil use will benefit all Americans by saving families money, enhancing national security, creating jobs, and protecting public health by making pollution reductions. President Obama took steps to reduce oil use, but a more aggressive oil reform agenda is essential. It could include the following measures, many of which the administration has the authority to adopt or have already been already introduced as bills in Congress. * Eliminate the liability limit for oil disasters, currently capped at $75 million. * Require BP to put $10 billion--half of its profits over the last fifteen months—into an escrow fund to help pay for clean-up and damages. This ensures payments to claimants even if BP declares bankruptcy. * Fully implement oil well safety recommendations in the Interior Department's report (PDF), including better back-up systems and inspections. * Establish a 45-mile per gallon fuel economy standards for cars and light trucks by 2020, and establish the first fuel economy standards for trucks. * Implement fuel economy and alternatively fueled vehicle measures to reduce oil use by seven million barrels per day by 2030, with interim reductions as well. * Power trucks and buses with natural gas by enacting the NAT GAS Act (PDF). Power cars with electricity by enacting the Electric Drive Vehicle Deployment Act (PDF). *Eliminate tax loopholes that benefit big oil companies. * Invoke the Trade Expansion Act to levy an oil import fee, and use this revenue to invest in clean energy infrastructure. * Reduce global warming pollution from oil and other major sources (PDF). A clean-energy economy and reduction in oil use will benefit all Americans by saving families money, enhancing national security, creating jobs, and protecting public health by making pollution reductions. The horrible BP oil disaster has reminded Americans that we must reduce our oil use, and now is an unprecedented opportunity to take bold action to achieve this goal.

Increasing mass transit saves 33 million barrels 

Sandalow 7- Assistant Secretary for Policy and International Affairs at the DOE (David, “Ending Oil Dependence,” The Brookings Institute, 1/22, http://www.brookings.edu/views/papers/fellows/sandalow20070122.pdf)//mat
NOTE: 1 barrel is 42 gallon 1400000000/42=45230895

D. Smart Growth Americans are driving more and enjoying it less. Between 1993 and 2003, vehicle miles traveled in the U.S. increased 26%. Drivers report spending more time in their cars each day – up from 49 minute average in 1990 to 62 minutes today. Traffic congestion is a growing frustration for millions. 32 More sensible growth patterns could help improve quality of life while reducing oil dependence. “Transit-oriented development” – building mixed-use communities around transit stations – is one increasingly popular approach. A recent study found that doubling ridership on mass transit nationally could save 1.4 billion gallons of gasoline per year. 33 Longstanding federal subsidies for urban highway construction have contributed to the current mix of traffic congestion, driver unhappiness and oil consumption. Ironically, repeated experiences in major U.S. cities demonstrate that building more roads fails to solve traffic congestion. One expert summed it up by saying: “Trying to cure traffic congestion by building more roads is like trying to cure obesity by loosening your belt.” 34 The most recent federal highway bill, passed in August 2005, provides four times more funding for highways than mass transit.

Even a small investment in high speed rail saves 500 thousand barrels

Korin and Lovaas 10 - director of the Institute for the Analysis of Global Security (Anne and Deron, “Taking the Wheel: Achieving a Competitive Transportation Sector Through Mobility Choice,” Mobility Choice, 11/23, http://www.mobilitychoice.org/takingthewheel.pdf) //mat

G. Deploy Cost-Effective Intercity Rail Options as Justified by Cost Efficiency and Oil Displacement Potential For medium distance trips, intercity rail can offer a more energy efficient alternative to auto and air travel. As with transit expansion, the efficiency of rail is contingent on implementing service with relatively high load factors, rather than introducing service with low ridership. Federal funds for rail can be targeted to expand service on lines that will attract enough ridership to operate with relatively high load factors, while reducing service on lines that provide a less valuable alternative to passengers, something that can perhaps be assessed by the size of the subsidy needed to attract significant passenger load (the higher the subsidy required to attract passengers, the less valuable an alternative the service provides in and of itself). Pew’s Subsidyscope reported that “forty-one of Amtrak’s 44 routes lost money in 2008 with losses ranging from nearly $5 to $462 per passenger depending upon the line.” 18 The highest load routes lost the least money per passenger and in some cases were clearly profitable. If funds are dedicated to expanding ridership routes with at least 20 percent higher load factors than the Amtrak average, funding intercity rail could save half a million barrels of oil per year, with larger savings should spending be increased. Intercity rail strategies will also have synergies with transit expansion strategies, because better transit systems in destination cities reduce the need for passengers to have a car upon arrival. This further reduces the need for travelers to drive. 

Mass transit is essential in reducing  US oil dependence 

Kuykendall ‘12 – Reporter, State Journal (Taylor, “ Environmentalists: Solution to high gas prices is weaning dependence” State Journal, http://www.statejournal.com/story/17066662/environmentalists-solution-to-high-gas-prices-is-weaning-dependence?clienttype=printable)

Environmental groups are urging less gasoline use in response to high gasoline prices, a problem that may be easier said then done in the Mountain State. The Sierra Club hosted a conference call with the League of Conservation Voters and the Natural Resources Defense Council Friday morning. The leaders of those organizations said using less oil – through alternatively fueled vehicles or increasing use of mass transit – is one of many ways to reduce gasoline demand. The argument that higher gasoline prices reduces usage because consumers shift to walking, mass transit, biking or other means of transportation does little for rural consumers. Long distances, few mass transit services and terrain that is hardly conducive to any other means of travel often means people in rural states such as West Virginia have few choices but to continue paying higher prices at the pump. Talking about what takes Americans places – not just what fuel runs what takes them there – is essential to reducing oil dependence, said Peter Lehner, Natural Resources Defense Council (NRDC) Executive Director. "If we have transportation choices, if we can take mass transit or if we live in communities where we can walk to the subway or walk to our office, we are no longer lackeys to the oil industry," Lehner said. "The challenge is that not all American's have those choices."

Mass transit ridership mitigates oil consumption 

Metzger ’09 – Director of Environment Texas (Luke,  Record-breaking transit ridership saved fuel equal to the amount consumed by 200,600 cars in Texas last year, Environment Texas, September 22nd, 2009 http://www.environmenttexas.org/news/txe/record-breaking-transit-ridership-saved-fuel-equal-amount-consumed-200600-cars-texas-last)

AUSTIN - In 2008, people in Texas saved more than 115 million gallons of gasoline by riding transit in record numbers – the amount consumed by 200,600 cars in Texas. Transportation is responsible for more than two-thirds of our dependence on oil and about one-third of our carbon dioxide pollution, according to the new Environment Texasreport, “Getting On Track: Record Transit Ridership Increases Energy Independence.” “People are voting with their feet by driving less and taking more public transportation,” said Gerri Witthuhn of Environment Texas. In Texas, transit ridership increased by more than 2 percent above 2007 levels. People in Texas drove less: 8 million fewer miles driven in 2008 than in the year before, a 4 percent decrease. People drove less due in part to volatile fuel prices and decreased economic activity, and many of these car trips were replaced by public transit. "By giving Texans the option of light rail and other transit choices, we will protect family budgets from rising gas prices and protect the air we breathe from dirty pollution. If we want the future infrastructure for our growing population and economy, we need to start planning and investing now," said State Rep. Mike Villarreal. Despite the huge potential for transit to reduce oil consumption and pollution, the vast majority of transportation funding is spent on roads. “Instead of wasting money to build new highways that only increase our dependence on oil, our leaders here in Texas and in Congress should drive more money to transit, rail, and better biking and walking options,” Witthuhn said. In 2008, increased national transit ridership saved more than 4 billion gallons of gasoline, equal to the amount of fuel nearly 7.2 million cars – almost as many passenger cars as are registered in Florida – consume in one year.

CONSUMPTION—MOTOR VEHICLES

Trucks and cars are the main consumers of oil

Frankel 12- director of transportation policy at the Bipartisan Policy Center (Emil, “Reducing Oil Use in Transportation,” Issues in Science and Technology, Winter, p 51-58, proquest)//mat

The reasons for doing so are more compelling than ever, but the means remain problematic. The challenge is to craft a politically acceptable approach that incorporates a complementary mix of increasing fuel economy and raising fuel taxes. The public's interest in reducing oil consumption has ebbed and flowed for decades, first prompted by the supply shocks of the 1970s and persisting today because of concerns about the buildup of greenhouse gases (GHGs) in the atmosphere and the cost of securing the world's oil supplies. Today, the consumption of gasoline, diesel fuel, and other petroleum products in the transportation sector accounts for more than 70% of national oil demand. Yet when policies are pursued to reduce transportation's petroleum use, the focus is almost exclusively on regulating the energy and emissions performance of cars and trucks. Motivating consumers to care about fuel economy and reduce energy-intensive vehicle use is often talked about but seldom acted on, because it is considered simply too difficult or disruptive. An unprecedented regulatory effort is under way to boost the fuel efficiency of the nation's cars and trucks, potentially doubling their fuel economy in terms of miles per gallon (mpg) within two decades. Without comparable increases in the price of gasoline and diesel fuel, mandated improvements in vehicle fuel economy will significantly lower the fuel "price" of driving, perhaps by as much as 50%. It is reasonable to ask whether this effective price decline will further erode consumer interest in purchasing vehicles with even higher fuel economy, and perhaps even to drive their vehicles farther and more often as vehicle operating costs decline. These risks may be worth taking for the aggregate savings in fuel promised by the early mandated increases in fuel economy, but their repercussions warrant consideration. Vehicle use is sure to go up over time, if for no other reason than increased population and economic growth, and will require increasing investments in the already heavily used road system. In the present budget environment, it is likely that this will entail new ways of funding highway construction. Currently, road and other projects are paid for with revenues generated by taxes on fuel consumption. But these revenues have been declining and will continue to do so because of fast-rising fuel economy. Whether "cheaper" driving will cause even more driving is debatable, but it will certainly do little to encourage interest in alternative modes and may reinforce the pattern of dispersed and decentralized metropolitan development that is so dependent on the automobile. Because automobiles account for two-thirds of transportation's oil demand, they must be a target of any meaningful energy policy. But targeting them is much more easily said than done. Automobiles are tightly woven into the fabric of everyday life. The nation's fleet of nearly 250 million cars and light trucks accounts for 85% of all miles traveled; the average household uses its vehicles to cover more than 20,000 miles per year. Cars and light trucks dominate local travel. Although commuting to and from work is often considered the principal use, in actuality fewer than one in five trips made by private automobiles is for commuting. More than three-quarters of trips are made for shopping, running errands, and chauffeuring family members. Shopping trips alone account for more person-trips by automobile than the journey to and from work. For longer-distance travel, the car is also dominant, accounting for 95% of person-miles on trips up to 500 miles, and more than 60% of person-miles on trips between 500 and 750 miles. Not until distances from origin to destination exceed 750 miles do airlines account for a higher share of total person-miles of travel. There are many reasons for the automobile's supremacy. Not only do cars offer utility in providing door-to-door transportation service, but they also confer schedule flexibility, can carry multiple people and their cargo at little extra cost, and can be used for local travel when arriving at the final destination. The automobile offers the traveler privacy, protection from inclement weather, and a place to temporarily hold and secure belongings. With an automobile, travelers can make multiple stops en route, combining trips to and from work with shopping and other errands. No other mode of transportation comes close to offering such flexibility combined with the ability to cover large areas. In nearly the same manner as automobiles dominate personal travel, trucks dominate freight movement. For hauling goods locally and over medium distances, trucks are the only practical option. They also provide door-to-door service, which saves on the labor-intensive transfer of cargo from one mode to another. Whereas many bulk and low- value commodities are still moved domestically by rail and water, these modes are used mainly for longer-distance linehaul and container movements. For shipping distances of less than 500 miles, trucks remain dominant for nearly all kinds of cargo. For shipping high- value goods, the reliability and security of trucking are critical attributes irrespective of shipping distance. Moreover, all modes of freight transportation, whether air, rail, or water, rely on trucks for picking up and delivering shipments to their final destinations. Consequently, trucks account for 80% of the petroleum used for freight transportation, representing about 20% of transportation's total petroleum demand. Thus, two modes of transportation, cars and trucks, are by far the main consumers of petroleum, accounting for more than 85% of transportation's total. The next largest transportation user is the domestic airline industry, which uses not quite 10%. All other transportation modes combined, including passenger and freight railroads, public transit, and domestic waterways, account for the remaining 5% of transportation petroleum use. The relatively small amount of fuel used by these modes stems not so much from their energy-efficiency characteristics as from their limited usage. On a passenger-mile basis, for instance, intercity passenger rail (mainly Amtrak) is more energy-efficient by about 25 to 35% than its chief competitors, automobiles and airplanes. But passenger railroads serve only about 500 stations nationwide and account for less than 1% of total passenger miles. And their growth potential is limited because there are relatively few passenger-dense travel corridors of 100 to 500 miles, which are the most suitable markets for regular and higher-speed intercity rail. Likewise, even though public transit is crucial to the functioning of many metropolitan areas, it accounts for fewer than 3% of all person-trips nationally and less than 1% of total passenger miles. Moreover, fixed-route transit bus operations, which make up most transit service, tend to be fuel-inefficient because these vehicles often run with few riders for a good portion of the day. When filled to near capacity, buses are very efficient. The average transit bus, however, carries fewer than 10 passengers per mile driven, despite being able to accommodate 40. As a result, the average transit bus uses about 25% more energy per passenger mile than the average passenger car. 

CONSUMPTION—N.I.B.

NIB cuts oil consumption 

Lehner ‘10 – Executive  Director of the Natural Resources Defense Council (Peter,  “Battling Our Oil Dependence Once and For All: A Blueprint” Bello Velo, June 20th, http://bellovelo.blogspot.com/2010/06/battling-our-oil-dependence-once-and.html)
Our blueprint, the Route to Reform, prioritizes energy efficiency and security. It includes programs to complete the transportation system by building networks of intercity rail and buses, green freight and ports projects, transit projects in cities and towns, and nationally significant projects. And it makes a strong case for boosting national investments in transit to $500 billion over six years using a variety of financing tools such as a National Infrastructure Bank as proposed by President Obama. There’s real potential to save oil by adopting such policies. Analyses have found that by following our recommendations we could cut oil consumption by more than a million barrels a day by 2030. To sum up, we must use every tool at our disposal given the massive scale of the challenge. This means focusing on reforming our outdated, wasteful transportation law. I look forward to working with Congress and the President on this goal, for the sake of the Gulf, the planet, and future generations. 

NIB results in cleaner transportation – reduces oil dependence

Schwarzenegger, Rendell, and Bloomberg ’10 -  Arnold Schwarzenegger, Republican, is the governor of California. Ed Rendell (Democrat) is the governor of Pennsylvania. Michael Bloomberg, independent, is the mayor of New York. They are all the co-chairmen of Building America’s Future (Arnold, Ed, Michael, “ Put our money where our mouth is: Build better” Politico 10/15/10 http://www.politico.com/news/stories/1010/43637.html)

The president is correct to connect investment to performance, with a proposal to create a National Infrastructure Bank. That bank could finance large projects based on national standards and goals, allowing Washington to increase investments in big projects that cut across state lines. Washington could also use standards and competition to ensure new transportation spending decreases carbon pollution. This can help shift money from outmoded technology to new transit choices that clean our air, reduce U.S. foreign-oil dependence and ensure we are building a 21st-century infrastructure. At a time when the acrimony in Washington is as bad as ever, infrastructure reform offers common ground for independents, Democrats and Republicans. We are all dedicated to fiscal responsibility, forward-thinking ideas and job creation. It’s time to put our money where our mouth is.

CONSUMPTION—SHORT SEA

Water transportation cuts oil needs

DoT 11 (Department of Transportation, “America’s Marine Highway: Report to Congress,” Maritime Administration, April, http://www.marad.dot.gov/documents/MARAD_AMH_Report_to_Congress.pdf)//mat

Research has measured the potential benefits of using more energy-efficient transportation services. One recent study found that while trucks, on average, can carry one ton of freight for approximately 155 miles on a gallon of diesel fuel (i.e., 155 ton-miles of freight per gallon, equivalent to 842 BTU per ton-mile 55 ), rail achieves 413 ton-miles of freight per gallon (316 BTU per ton-mile), and a tug-and-barge operation can get as much as 576 ton-miles of freight to a gallon of fuel (227 BTU per ton-mile). 56 Additionally, self-propelled oceangoing vessels can have significant energy efficiencies over land-based modes, particularly in the case of larger vessel sizes. 57 Not all studies agree in their estimates of modal fuel efficiencies. 58 Differences in fuel efficiency estimates among studies can be accounted for by numerous factors, including: when the study was conducted (engines are becoming more fuel efficient); haul distances and the availability of backhaul cargoes; the type of commodity being shipped (e.g., coal, grain, or other goods); ship size, hull shape, operating speed, engine type, fuel type, and capacity utilization; dependency on trucks for bringing cargoes to vessel or rail transfer points; assumptions about barge queuing and delays at inland waterway locks and ports; assumptions about bulk trainload and unit-train operations; assumptions about mixed freight carload traffic, trailer-on-flatcar, and container-onflatcar traffic; and other factors that will vary from market to market. Collectively, however, research supports the inherent fuel efficiencies of marine transportation services. As such, shifting cargoes from pure long-distance land movements to water transportation in certain corridors would result in energy savings. These corridors include coastal corridors and those along inland waterways and the Great Lakes. Additional research, some sponsored by MARAD, will identify specific markets and routes within these corridors where shifting from land transportation to water transportation would yield the greatest potential energy savings. Water will not be the most energy-efficient means in all travel corridors, of course, particularly where routes are more circuitous or navigable waterways are not within reasonable proximity to shippers and significant drayage is required. Similarly, origin-todestination trucking can have energy-efficiency advantages over water and rail transportation, particularly for short haul freight movements where goods must be trucked to and from vessel and rail loading facilities. Fewer than 10 percent of large trucks typically travel to places more than 200 miles away, although these trucks account for 30 percent of the large truck mileage. 59 Shifting cargo to more energy-efficient transportation modes could have important long-term social and economic benefits for our nation. Fuel efficiency, however, is but one of an array of considerations that affect the choice of shipping mode by private industry, and even here only indirectly through its impact on shipping costs. In many cases, the quality, convenience, frequency, speed, and reliability of a transportation service are critical factors in shippers’ choices of a transportation mode that outweigh higher costs of a particular service attributable to higher fuel consumption. Accordingly, except under situations of extraordinarily high fuel prices that significantly increase shippers’ costs, the broader range of national benefits associated with reducing fuel consumption by using water transportation will not be realized unless national policies promote the use of America’s Marine Highway
CONSUMPTION—TRUCKS
Trucks use 722 million barrels a year

Wellkamp and Weiss 10-Director of Climate Strategy at American Progress and Master of Public Policy (Nick and Daniel J., “Developing Natural Gas for Heavy Vehicles,” Center for American Progress, http://www.americanprogress.org/issues/2010/04/american_fuel.html)//mat

Heavy-duty trucks Heavy trucks represent the largest opportunity to replace foreign oil with homemade natural gas as transportation fuel. “Heavy trucks” include Class 7 and Class 8 trucks weighing more than 26,000 pounds. These vehicles are commonly called “semis” or “18-wheelers” and are generally used for freight transportation. The Energy Information Administration estimates that there are currently 4.8 million heavy trucks on the road, consuming more than 1.6 million barrels of oil per day, mostly in the form of diesel fuel. These trucks have an average fuel economy of only about six miles per gallon due to their heavy weight, so most would require liquefied natural gas. If we can get nearly 3 million natural gas heavy trucks on the road by 2035, they could eventually displace up to about 1 million barrels per day, or 45 percent of the projected oil consumption of heavy trucks by 2035. See methodology for more details. Medium-duty trucks There are currently almost 4 million medium trucks on the road, consuming about 380,000 barrels of oil per day. “Medium” trucks include Class 3 through 6 trucks weighing between 10,000 and 26,000 pounds. Most of these trucks are used for business or for individuals with heavy hauling or towing needs. There is real potential for natural gas to replace diesel and gasoline for this portion of the medium truck population since 38 percent of these vehicles are centrally fueled. If natural gas vehicles make up about one-third of new medium truck sales by 2035, that will put nearly 1.4 million natural gas medium-duty trucks on the road. These natural gas vehicles could eventually displace up to about 139,000 barrels of oil per day, or 17 percent of medium trucks’ projected oil consumption by 2035 Buses The three main categories of buses—transit, school, and intercity—currently use a total 113,000 barrels of oil per day. Because they operate on well-defined routes in local areas, transit buses and school buses are usually centrally refueled, whereas intercity buses are not. Natural gas is already widely used in transit buses, providing 20 percent of the total fuel needs for these vehicles in 2009. If we can get 420,000 of these vehicles on the road by 2035—a 25-fold increase from the 17,500 natural gas buses in 2007—then natural gas transit and school buses could eventually displace half of the oil used for all buses by 2035, saving 80,000 barrels per day. 

Heavy truck use 876 million barrels a year

DoT 10 (“Transportation’s Role in Reducing U.S. Greenhouse Gas Emissions,” Department of  Transportation, April, http://ntl.bts.gov/lib/32000/32700/32779/DOT_Climate_Change_Report_-_April_2010_-_Volume_1_and_2.pdf)//mat

Heavy-duty vehicles (HDV) 39 According to EIA estimates, 9.5 million HDVs traveled 231 billion miles in 2008, or about 10 percent of all miles traveled on– road. cover a wide range of sizes and applications, ranging from Class 3 small trucks and panel vans used primarily for urban deliveries and light commercial hauling, to Class 8 tractor-trailer rigs up to 80,000 lbs used for commercial freight transport. Other HDV categories include delivery trucks, transit and school buses, and a variety of vocational applications such as refuse haulers and utility vehicles. Unlike LDVs, HDVs currently are not subject to fuel efficiency standards, although standards development currently is underway as mandated by EISA. 40 In this same year HDVs consumed the equivalent of 2.4 million barrels of oil per day, about 21 percent of petroleum utilized for on-road transportation. 41 During the period from 1996 through 2006, HDV registrations have increased by an annual average of 2.3 percent, miles traveled by 2.0 percent, and fuel consumption by 2.6 percent (ORNL, 2008, Tables 5-1 and 5-2). On a Btu basis, the vast majority of HDV fuel consumption is attributable to diesel (95 percent), with gasoline contributing less than 5 percent. 42 HDV operators are subject to different economic influences and constraints than LDV owners. 

CONSUMPTION KEY TO PRICES
A decrease in US oil dependence collapses prices – hurts produces 
Georgia ‘01 - Environmental Policy Analyst at the Competitive Enterprise Institute (Paul, “Energy Independence: It Doesn’t Work,” http://www.cei.org/gencon/019,02192.cfm)

The Corporate Average Fuel Economy (CAFE) standard, for instance, which requires automobile manufacturers to meet a fixed average fuel economy standard, was established in 1975 to reduce U.S. dependence on foreign oil. Since then, the United States has become more dependent on foreign oil, not less. Because America is such a large user of oil, policies that suppress U.S. energy use lower the world price for oil. And high-cost producers of oil, such as those here, are hurt more by lower prices than low cost producers, such as those in the Middle East and Latin America. Yet environmentalists and their cohorts in Congress, support raising CAFE standards even further, partly in the name of energy independence. Of course, environmentalists have a whole list of misguided energy policies, such as the development of wind and solar power, which they wish to foist upon the American people. 

U.S. CONSUMPTION KEY
Perception is key—every change in the U.S. market is watched

ROBERTS 2004 (Paul, Journalist, The End of Oil, p. 95.)

Within the oil world, no decision of any significance is made without reference to the U.S. market, nor is anything left to chance. Indeed, the oil players watch the American oil market as attentively as palace physicians once attended the royal bowels: every hour of every day, every oil state and company in the world keeps an unblinking watch on the United States and strains to find a sign of anything — from a shift in energy policy to a trend toward smaller cars to an unusually mild winter — that might affect the colossal U.S. consumption. For this reason, the most important day of the week for oil traders anywhere in the world is Wednesday, when the U.S. Department of Energy releases its weekly figures on American oil use, and when, as one analyst puts it, “the market makes up its mind whether to be bearish or bullish.”

The U.S. is key to Saudi oil decisions

MORSE AND RICHARDS 2002 (Edward L. Morse is Executive Adviser at Hess Energy Trading Company and was Deputy Assistant Secretary of State for International Energy Policy in 1979-81. James Richard is a portfolio manager at Firebird Management, an investment fund active in eastern Europe, Russia, and Central Asia, Foreign Affairs, March/April)
One of the hidden aspects of the relationship is the Saudi dependence on the United States for providing an expanding market. Although Asian demand for oil is expected to grow dramatically in coming decades, no other economy rivals that of the United States for the growth of its oil imports. Over the past decade, the increase in the U.S. share of the oil market, in terms of trade, was higher than the total oil consumption in any other country, save Japan and China. The U.S. increase in imports accounts for more than a third of the total increase in oil trade and more than half of the total increase in OPEC's production during the 1990s. This fact, together with the fall in U.S. oil production, means that the United States will remain the single most important force in the oil market. The hope of Saudi Arabia and OPEC for an increased market and for greater market share is uniquely dependent on growth in U.S. demand. Hence it is not for security alone that Riyadh depends on the United States but for the very economic basis of the Saudi regime, which relies almost entirely on oil for revenue.
SAUDI FLOOD—ALT ENERGY

Alternative energy signals cause OPEC to flood

Goodstein ‘07 – PhD, professor of physics and applied physics at Caltech (David L, “OPEC Accepts No Substitute” Nature Physics vol. 3, November 2007, p.750)

At the time of the invasion of Iraq, the reasons given for it seemed unconvincing; they are even less convincing now. Even the Bush administration can’t have believed that the pathetic remains of Saddam Hussein’s regime posed a serious threat to the United States, or that the secular Ba’athists were somehow hooked up with the religious fanatics of al Qaeda. Clearly, one motivation was the missionary zeal of the neoconservatives who dominate the US administration and seek to impose American-style ideals whether the world wants them or not. Another is that, as long as Saddam remained a threat to Israel and the rest of the region, we had to keep large numbers of troops in Saudi Arabia and Kuwait — an irritant that may have been the motive for the 9/11 attacks. And of course, we have deposed a real monster who committed unspeakable crimes against his own people. For decades, it has been the explicit policy of OPEC to keep the price of oil within certain limits: not too low, of course, to preserve revenue; but also not too high, because that would encourage investment in alternative fuels. The implicit threat is this: if you put money into developing an alternative to oil, we will open the spigot, flood the market with cheap oil and wipe out your investment. In other words, the war with Iraq may also have been about preventing investment in alternative fuels. OPEC’s policy is not based on hard-headed reality, but on naive belief in a foolish theory. Our society is firmly rooted in the myth of an endless supply of cheap oil. The theory is that when the oil does start to run out its price will go up, and a cheaper substitute will appear, magically. We may have gone to war to prevent that from happening, but it won’t happen because it can’t. There is no substitute for the cheap oil that runs our civilization.

Alternative energy causes a flood 

ETS ‘8 (Petro-politics Expert Marcel: Saudis Have Oil But Not Enough; OPEC May Flood Market To Hurt New Techs, 1-28, http://energytechstocks.com/wp/?p=793, 7-3-11)

During a lengthy conversation, Marcel, who is an associate fellow at UK-based Chatham House, one of Europe’s leading foreign policy think-tanks, told EnergyTechStocks.com that she wasn’t optimistic that oil shortages can be avoided, despite growing recognition of the problem in major oil-consuming nations. Marcel further said that the Saudi national oil company – Saudi Aramco – appears worried about fuel cell vehicles and other attempts by the world to wean itself off oil, and that should it and other OPEC members feel threatened, they would “play hardball,” flooding the market in an attempt to derail the new technologies. Marcel said that after 36 separate interviews with oil company officials, she believes Saudi Arabia probably has about 75 years of reserves remaining at current production rates, and that the Kingdom is capable of raising daily production from around nine million barrels a day currently to a sustained 12.5 million per day, which is its plan. At the same time, Marcel said she understands why, given the Kingdom’s self-imposed secrecy surrounding its oil industry, the world keeps asking, “Why should we trust them?”

Saudi Arabia will flood the market to kill alternatives
Hamilton ‘7 – Professor of Econ @ UCSD (James D, “ Saudi oil production cuts” Econbrowser, 2/17, http://www.econbrowser.com/archives/2007/02/saudi_oil_produ_1.html)

As another example, an important part of the Saudi's new production plans evidently involve the Manifa oilfield, which the Saudis had discovered in 1957, but up to now had decided not to try to develop because existing refineries were unable to process its high-sulfur oil [1], [2]. There's some fascinating speculation as to what this all means at the Peak Oil News & Message Boards in a discussion thread that's now been running for a year and a half. Here are the two possibilities that I find most plausible. The first possibility is that the Saudis could still pump 10 mbd or more today if they wanted to, but they are cutting back production and exploring like mad because they put an extremely high value on having 2-3 mbd of excess capacity. If so, the recent price behavior suggests that the reason they would seek such capacity is not because they want to stabilize the price, but because it puts them in an incredibly powerful negotiating position. For example, the ability at any time to flood the market could be used at an opportune moment to undercut expensive alternatives such as oil sands that require an oil price over $50.
SAUDI FLOOD—CONSUMPTION

Saudi Arabia will flood the oil market if they perceive a reduction in US demand
ENERGY TECH STOCKS.COM 1-27-2008 (“Petro-politics Expert Marcel: Saudis Have Oil But Not Enough; OPEC May Flood Market To Hurt New Techs,” http://energytechstocks.com/)
Saudi Arabia still has a lot of oil; nevertheless, the world doesn’t have enough to meet forecasted demand of roughly 115 million barrels a day by 2030, a more than 30% increase over today’s 87 million barrel daily consumption. Shorter term, should OPEC members feel threatened by new alternative energy technologies, they very well may flood the market, temporarily driving crude prices down in order to make the new technologies appear financially unattractive.

That’s the analysis of Valerie Marcel, a Dubai-based petro-politics expert and the author of “Oil Titans: National Oil Companies in the Middle East.”

During a lengthy conversation, Marcel, who is an associate fellow at UK-based Chatham House, one of Europe’s leading foreign policy think-tanks, told EnergyTechStocks.com that she wasn’t optimistic that oil shortages can be avoided, despite growing recognition of the problem in major oil-consuming nations.

Marcel further said that the Saudi national oil company – Saudi Aramco – appears worried about fuel cell vehicles and other attempts by the world to wean itself off oil, and that should it and other OPEC members feel threatened, they would “play hardball,” flooding the market in an attempt to derail the new technologies.

Marcel said that after 36 separate interviews with oil company officials, she believes Saudi Arabia probably has about 75 years of reserves remaining at current production rates, and that the Kingdom is capable of raising daily production from around nine million barrels a day currently to a sustained 12.5 million per day, which is its plan. At the same time, Marcel said she understands why, given the Kingdom’s self-imposed secrecy surrounding its oil industry, the world keeps asking, “Why should we trust them?”

Reducing demand causes OPEC to flood the market
Kole 7, AP Writer [William, “Despite Rising Prices, OPEC Appears to be in No Rush to Raise its Output Targets,” 9/8, http://nwitimes.com/articles/2007/09/08/business/business/doc7e79bb33cb7ec6f28625734f00723bfd.txt] 

If you remember what happened in the 1970's (look it up if you don't) you will find the biggest fear OPEC has. It is that oil prices will go up and stay high long enough to fuel investment into conservation and alternative energy sources to the point that a critical mass is reached and the need for their oil is greatly diminished or replaced by other energy sources they don't control. That's exactly what started happening in the 1970's and it took OPEC opening up the tap to make oil cheap again over a decade to reverse the trends. The result was that interest in conservation and alternative energy waned and investments dried up in the face of cheap oil again. We are once again nearing that point and you can expect to see OPEC flood the market again if they see us getting serious with conservation and alternative energy sources that compete with, or worse yet, actually replace demand for their oil. OPEC walks the fine line between price and demand and wants to keep us hooked up to their oil like a bunch of junkies on drugs while making as much money as possible.
Reduced US demand causes a Saudi flood

Al-Tamimi ‘11 -  student at Brasenose College, Oxford University, and an adjunct fellow at the Middle East Forum (Aymenn Jawad, “ The Coming Shale-Oil Revolution?”Aymenn Jawad, 11/25/11 http://www.aymennjawad.org/10779/oil-shale-revolution)

Until now the [oil] prices were determined by scarcity. Soon they will be determined by unconventional oil production costs. In particular if the Saudis are winding down their expansion plans, that means they are giving up on the fight. The Saudis' control over the prices until now was pretty much based on an implicit threat to blow their top and flood the market with their spare capacity. This is what is putting off other OPEC members and alternatives until now. Iran should be the most vulnerable of them all. Ultimately what matters is the break even price. I believe the Persians are budgeting on the assumption of $80 to barrel if not all $100. Update II: It appears that in the original article I confused oil shale with shale oil. The latter is the subject of technological breakthroughs discussed in the article, and exists in thin layers of shale deposits several miles beneath the Earth's surface, while oil shale is found in sedimentary rock near the Earth's surface and exists in the massive quantities I cited at the beginning of the article, yet there is a significant impediment to the development of these reserves in the United States on account of the fact that the land containing oil shale reserves is federal land. Oil shale has also been the subject of speculation of oil reserves near Israel. As for shale oil reserves, it is thought that there may be at most tens of billions of barrels worth of oil in the United States itself, and so not quite the level of Saudi Arabia's oil reserves. Therefore, the prospects of energy independence for the United States are even less likely than I had originally supposed, in spite of technological breakthroughs for shale oil. What is also needed is an end to legal restrictions on the potential development of oil shale in the country (there is already an established method of oil shale extraction: namely, heat the rocks in the ground and then pump out the oil). Many thanks to Bruce Stevens for pointing out the erroneous confusion, which is a common problem. Update III: Stevens highlights two other technological problems behind oil shale and shale oil technology, namely: (i) Water leakage in aquifiers is a problem for hydraulic fracturing in shale oil extraction. It is uncertain if propane gel can mitigate this environmental drawback. (ii) The technology to produce oil from oil shale is not completely commercialized, so the costs are not yet well calculated. This will unfortunately be the case until the U.S. government permits development of oil shale reserves on federal land. Stevens also points out to me: "The U.S. (and Israeli and other) oil shales and Canadian (and Venezuelan and Russian and others) oil sands are also big-game changing factors that are probably on the Saudis' minds. The Canadians are of course already producing and ramping up their output, while the Vens have announced that they intend to start oil sands production. These reserves are enormous: Canadian reserves are unofficially projected to be about 1.7 trillion barrels, and the Vens have something like 1 trillion bbls. The U.S. oil shale reserves are comparable to Canada's, but are of course currently politically blocked. I hope this will change, and I proposed to several Congressional people that the government should permit development of these reserves, while simultaneously protecting North American energy production (including "green" forms) from another Saudi-led price war." One can further draw up projected global oil supply curves in comparison with the year 2000- assuming the full development of U.S. oil shale reserves and Canadian tar sands- that support the opinion expressed by The Happy Arab News Service. In the scenario outlined here I agree with Stevens on the following implications regarding oil geopolitics: "If North America becomes the global marginal producer of oil, with production capability of replacing Mideast production if necessary, then geopolitics will change dramatically. The U.S. will no longer need to protect the sea lanes, the Chinese will feel less need for a blue water navy, and both developments will help the respective governments fiscally. (Development of our shales would also be a boon to the economy and to government revenues. Areas where shale oil and gas are being developed, like the Bakken, are already headline-grabbing boom regions.) Meanwhile, the Saudis and Iranians will be marginalized and lose both income and influence. If the U.S. took itself off the global market for oil, accepting a higher domestic price than would exist abroad as a sensible security trade-off, then the global price of oil would crash to around $30/bbl. (It may even reach that level in North America, depending on what the actual production costs of oil shale turn out to be.) This would cause severe cash flow problems in both the Kingdom and Iran, probably threatening their governments, and certainly crippling their military spending." Nevertheless, I still doubt that any of this would have a significant impact on Islamism as a whole. To understand why, consider the case of Mali. Mali is a predominantly Sunni Muslim country (90%) and one of the ten poorest nations in the world. However, Islamism as a political force is not significant in Mali. In fact, Mali is a secular state with no official religion, tolerates religious and academic freedom, and is classified as a genuine electoral democracy and "free" in Freedom House's 2011 report on political and civil liberties in the country. To be sure, there is a body known as the High Islamic Council, but its role is not to impose Shari'a in the public realm. Of course, there are problems like rampant female genital mutilation, and the security threat of al-Qa'ida in the Islamic Maghreb (albeit generally lacking support among the native population). Some further issues are highlighted in the World Almanac of Islamism's entry on Mali. So why is Islamism generally a marginalized force in Mali? The answer is that, since Islam spread peacefully in the area and was synthesized with local (animist) traditions, aspects of the traditional theology like jihad and imposition of Shari'a in the public realm were gradually de-emphasized and disregarded (this is also true for parts of Indonesia, Kosovo and Albania, where Islamism likewise lacks firm popular support), hence the widespread perception in Mali today that Islamism does not belong in the country as it is not in accordance with the culture of tolerance. If the growth of Islamism were primarily a matter of Islamists' use of oil revenues to propagate their ideology, why have they had little success in entrenching their ideology in Mali? So the same can be asked of Senegal, another poor country- with a 94% Muslim majority- scoring just below the status of "free" in Freedom House's estimation, and where "religious freedom is respected, and the government continues to provide free airline tickets to Senagalese Muslims and Christians undertaking pilgrimage overseas." Thus, the problem of Islamism is much, much deeper than the oil boom that began in the 1970s.
Saudi Arabia is happy with current dependence – decreasing it causes backstopping

Levant ’11 – columnist for  Sun Media, Lawyer, author of “Shakedown” and “Ethical Oil: The case for Canada's oilsands” (Ezra, “ Saudis have West over a barrel” Toronto Sun, 6/19/11, http://www.torontosun.com/2011/06/17/saudis-have-west-over-a-barrel)

An OPEC billionaire has publicly said what everyone long suspected, but just hadn’t heard out loud before: Saudi Arabia doesn’t want the world to develop unconventional sources of oil, like Canada’s oilsands. Saudi Prince Al-Waleed bin Talal, the world’s 26th richest man, worth more than $19 billion, told CNN he’s worried if oil prices stay around $100 a barrel, the West will look for other sources of oil and Saudi Arabia would lose its dominant position. “We don’t want the West to go and find alternatives,” he said, “because, clearly, the higher the price of oil goes, the more they have incentives to go and find alternatives.” Give the sheik full marks for honesty. Saudi Arabia has the West just where they want us. They don’t want us getting any big ideas that would reduce our dependence on his dictatorship, and terrorist states like Iran. It’s like when the head of Russia’s state-controlled natural gas company, Gazprom, denounced new technologies to produce shale gas, saying he was worried about the safety of “American housewives.” No, Gazprom executives and Vladimir Putin are not concerned about human rights and environmentalism in Russia, let alone the West. They’re concerned about competition that would free America and Europe from reliance on Putin’s natural gas. The Saudi sheik didn’t condemn the oilsands by name — he just condemned what he called “alternative” sources of oil. But he couldn’t have been talking about anyone else. There are more than 170 billion barrels of oil in the oilsands we can recover with today’s technology. That’s 300 years worth at the rate we’re producing it. It’s the world’s second largest oil reserves, after Saudi Arabia. But there are another 1.7 trillion barrels in place in the oilsands that we don’t yet have the technology to get out economically. That’s what this Saudi sheik is worried about. If oil stays at $100 a barrel, it’s worth it for Canadian scientists to invest in new technologies to get at that 1.7 trillion barrels. It’s pretty tough to like Saudi sheiks, Iranian ayatollahs and Russian former KGB agents. Which is why you don’t usually see those folks attacking the oilsands in public. Prince Al-Waleed’s comments were a rare Saudi public criticism of the West. Normally, they leave that sort of thing to their allies — professional environmental lobbyists. There are about 100 professional anti-oilsands activists in Canada, who do nothing but attack Canada’s oil industry. Typically they pose as grassroots environmentalists. But the facts are different.
SAUDI FLOOD—EFFICIENCY

Saudi Arabia has spare capacity, the US is key to oil prices, and the plan lowers them

ZAKARIA 2004 (Fareed, “Don’t Blame the Saudis,” Newsweek, September, Ebscohost)

The answer that flashed on our television screens is instability in the Middle East. Pipeline explosions in Iraq, tensions with Iran and terror attacks in Saudi Arabia all contribute to what analysts call the "security premium" on the price of oil. But that premium might be exaggerated. Oil prices are rising for broader, structural reasons. The world may have to get used to expensive oil.

The largest ingredient in current oil prices has been a massive increase in demand. This year's growth is double what it has been for the past six years (on average). That's because the United States is in recovery, Japan's economy is finally back and Asia—particularly China and India—is growing fast. In fact, this year is likely to have the strongest global growth on record in three decades—unless oil prices choke it off.

While demand is up, supply can't rise much. For a variety of reasons, almost no oil-producing country has "surplus capacity"—the ability to put substantially more oil into the market. Oil companies have been slow to increase investments in production, and these expenditures take a few years to bear fruit. "Right now oil markets are tighter than they were on the eve of the 1973 oil shocks. And they will stay tight for the next two years. That makes the geopolitics of oil crucial," says Daniel Yergin, the chairman of Cambridge Energy Research Associates.

If there is trouble anywhere, it will probably cause an oil shock. And think of the possibilities—instability in Venezuela, Nigeria, Indonesia, Libya, Saudi Arabia or, of course, Iraq. Last year the markets could absorb the loss of Iraqi oil (during the war). This year they can't. Iraq has to stay online. And all these other countries have to stay stable.

There is only one country with significant surplus capacity—Saudi Arabia. Saudi Arabia has increased its production repeatedly over the past two years, or else prices would be higher still than they are. And the Saudis are making investments that will increase their surplus capacity by the year-end. In a tight oil market, Saudi Arabia is the pivotal player.

Consider the irony. One of the Bush administration's (privately stated) reasons for going to war in Iraq was to reduce our dependence on Saudi Arabia's oil power. It was a reasonable idea. But having botched the occupation, with Iraqi oil more insecure now than before the war, America is today more dependent on Saudi Arabia than ever before. Fortunately the Saudi regime has proved a responsible and reliable player, in this realm. "The Saudis are the central bankers of the world of oil. And they take that role seriously," says Yergin.

What to do about this new reality? George Bush proposes increased U.S. production in Alaska. John Kerry calls for increased conservation. Bush is correct to argue that some increase in American production is important. In 1973, the United States imported one third of its oil from abroad. Today it imports two thirds. And exploration does not have to be ecologically devastating. Even if the major oilfields that are assumed to exist there were discovered in the Arctic National Wildlife Refuge, only a few thousand acres of the 19 million-acre refuge would be affected.

But the more lasting solution to America's oil problem has to come from energy efficiency. American demand is the gorilla fueling high oil prices—more than instability or the rise of China or anything else. Between 1990 and 2000 the global trade in oil increased by 9.5 billion barrels. Half of that was accounted for by the rise in U.S. imports.

America is consuming more because it is growing more—but also because over the past two decades, it has become much less efficient in its use of gasoline, the only major industrial country to slide backward. The reason is simple: three letters—SUV. In 1990 sport utility vehicles made up 5 percent of America's cars. Today they make up 55 percent. They violate all energy-efficiency standards because of an absurd loophole in the law that allows them to be classified as trucks.

Increased US oil efficiency causes OPEC to flood 

Deseret News, ‘03. [3/18, Lexis] 

The only time during the past three decades that U.S. oil imports have declined substantially was between 1979 and 1983 when they fell by 40 percent. One reason was the deepest recession since the Great Depression, which cut demand for energy. But another was that oil prices rose sharply in the wake of the Iranian revolution of 1979, when fears rose again of a cut-off in oil, and remained high for several years afterward. Automobile and light-truck fuel efficiency increased by about 15 percent between 1979 and 1983, as the U.S. first began enforcing the standards. Many Americans dumped gas guzzlers for smaller cars. At the same time, President Reagan ended oil-price controls, setting off a boom in domestic drilling and arresting, through the mid-1980s, the downward spiral in U.S. oil output. OPEC was spooked. Prices hit $40 a barrel in 1979 -- $100 a barrel at today's prices, after accounting for inflation -- and were expected to double during subsequent years, to the delight of Algeria, Iran and others interested in boosting revenue. But Saudi Arabia, which has the world's largest oil reserves, worried that high prices would backfire. And to reduce U.S. imports, President Carter championed an $88 billion plan to develop synthetic oil from abundant U.S. reserves of coal and shale.  So Saudi Arabia started selling oil at prices several dollars a barrel lower than the OPEC $34-a-barrel standard. Then, in 1985, as the cartel was facing increasing competition from Alaskan and North Sea oil fields, Saudi Arabia and Kuwait engineered a price crash. After a meeting in which OPEC decided to go after market share rather than prop up prices, Sheik Yamani, the Saudi oil minister, said to several reporters, let's see how the North Sea can produce oil when prices are at $5 a barrel.  At low prices, the Persian Gulf countries have an unbeatable edge. In the mid-1980s, it cost them a couple of dollars a barrel to produce oil. It cost about $15 to produce a barrel off the coast of Britain and Norway or in the U.S.  The move was a warning to the U.S.: Forget about energy independence. Besides being the world's largest consumer and importer of oil, the U.S. is also one of the largest producers. The price decline, to about $12 a barrel, was so devastating to the economies of Texas, Louisiana and other oil-rich states that then-Vice President George H.W. Bush toured the Persian Gulf in 1986, urging countries to rein in their output and raise prices. "Isn't that what you wanted? A free price in oil," OPEC's president, Rilwanu Lukman of Nigeria, goaded Bush when the two met in Kuwait. Bush eventually reached an understanding with Saudi Arabia's King Fahd, to limit production and seek a 50 percent rise in oil prices to a target price of $18 a barrel (or $30 a barrel in today's terms). Over the years, OPEC has adjusted its target range and now generally aims for between $22 and $28 a barrel.  OPEC's strategy has largely worked. Since the mid-1980s, the U.S. thirst for oil has increased. President Carter's synthetic-fuel program couldn't compete with the new OPEC prices and was ridiculed for its massive, money-losing projects. Although the U.S. has deep reserves of coal and natural gas, neither can be tapped economically to make gasoline, the primary use for petroleum.

SAUDI FLOOD—IRAN PROLIF

Saudi Arabia will flood the market if Iran builds nuclear weapons

OIL PRICE.COM 2011 (“Saudi Arabia Using Oil as an Economic Weapon Against Iran,” June 28, http://oilprice.com/Energy/Crude-Oil/Saudi-Arabia-Using-Oil-As-An-Economic-Weapon-Against-Iran.html)

Saudi Arabia fears Iran's pursuit of nuclear weapons, and may flood the market with its oil reserves to bankrupt Tehran

Saudi Arabia and Iran have been in a bitter dispute over the last several weeks.  Iran successfully blocked an effort by OPEC nations to release excess oil reserves into the market to ease high prices and stabilize the world economy.  In response, Saudi Arabia decided to act against OPEC and release its own reserves.  In no uncertain terms, a bitter feud is brewing between the two oil-rich nations, and Saudi Prince Turki Al-Faisal has stated that the country is in such fear of what may happen if Iran succeeds in attaining nuclear weapons capabilities, that it is considering flooding the market with oil to bankrupt Iran’s government and halt nuclear ambitions.

In a meeting with U.S. and British servicemen at a U.K. airbase, the prince claimed that Saudi Arabia does not want Tehran to attain nuclear weapons, to the extent that the Saudis are willing to completely open their oil reserves to bankrupt Iran.  “We could almost instantly replace all of Iran’s oil production,” stated the prince.  This would equate to roughly 4 million barrels per day.
SAUDI FLOOD—U.S. OIL PRODUCTION

Saudi Arabia will flood the market in response to US oil production

Stelzer 6/23 (Ryan, “A Rapidly Changing Energy World?” The Weekly Standard, http://www.weeklystandard.com/print/blogs/rapidly-changing-energy-world_647755.html MGE)

OPEC’s hawks—Venezuela, Iran and Nigeria among them—want Saudi Arabia to rein in output. They need much more than $80 to cover their budgets, while non-member, fellow-traveller Russia needs closer to $90 to avoid a problem for its rouble. The Saudis feel they can finance their welfare state, their prince’s live styles and their clerics’ call for funds to spread their misogynistic anti-Semitic version of Islam around the world with $80 oil. So that’s the new floor -- unless the Saudis decide U.S. production is becoming so great a threat that they cut prices to levels higher-cost American producers cannot meet, a real threat of which operators in the U.S. are well aware. Bill Maloney, who heads the vigorous North American development operation of Statoil, the Norwegian state oil company, told the Financial Times, “If it’s [a price drop] a flash event, the industry could withstand that. If it’s for an extended time, that is when you begin to think: ‘my gosh, what are we going to do here?’”

US production will encourage Saudi Arabia to flood the oil market

Plumer 6/13 (Brad, “OPEC is worried about cheaper oil. Why isn’t Saudi Arabia?” Washington Post, http://www.washingtonpost.com/blogs/ezra-klein/post/opec-is-worried-about-cheap-oil-why-isnt-saudi-arabia/2012/06/13/gJQA7F3ZaV_blog.html MGE)

 Third, Verleger says, the Saudis are casting a wary eye on the nascent shale-drilling boom in the United State and Canada. “Some of those [North American] producers are very sensitive to the price of oil,” he says, “so if the Saudis let oil prices keep falling, that will slow production.” Saudi Arabia is none too keen on other countries developing their own sources of oil anytime soon.
Saudis will bring down oil prices to make other energy sources less economical

Levine 6/19 (Steve, “The Coming Oil Crash” Foreign Policy, http://www.foreignpolicy.com/articles/2012/06/19/the_coming_oil_crash MGE)

 In an email exchange, Verleger pointed me to an interview he did a few days ago with Kate Mackenzie at the Financial Times. First, he explains, the Saudis are out for blood when it comes to fellow petro-states Russia and Iran, the former for failing to help calm the fury in Syria, and the latter for refusing to go to heel and give up its nuclear ambitions; in both cases, the Saudis think lower prices will produce a more reasonable attitude. In addition, Saudi Arabia is terrified of a current U.S. boom in shale oil; it is hoping that lower prices will render much of the drilling in North Dakota's Bakken Shale and Canada's oil sands uneconomical. Finally, the Saudis are well aware that low oil prices helped to turn around the global economic downturn in 1998 and 1999, and they hope to help accomplish the same now, and perhaps win new affection from the world's leading economies.
RUSSIA FLOOD LINK

Saudi Arabia and Russia can both flood the oil market

FANG et al 2012 (Songying Fang, Ph.D. Assistant Professor of Political Science Rice University Amy Myers Jaffe Wallace S.Wilson Fellow in Energy Studies James A. Baker III Institute for Public Policy Rice University TedTemzelides, Ph.D. Rice Scholar. James a. Baker III Institute for Public Policy Professor of Economics. Rice University, “New Alignments? The Geopolitics of Gas and Oil Cartels and the Changing Middle East,” January, http://www.bakerinstitute.org/publications/EF-pub-GasOilCartels-012312.pdf)

Either Russia or Saudi Arabia can wage a price war in the oil market. As mentioned earlier. Saudi Arabia did this successfully in the mid-1980s and again in 1998 to knock out competitors and achieve geopolitical goals. During the 1986 oil price war. the Soviet Union's response to the Saudi challenge was constrained by its limited financial resources and by a badly managed oil sector. Saudi Arabia at the time had more than 7 million barrels per day (b d) of spare production capacity available to dump on oil markets virtually instantaneously, while the USSR would have had difficulties changing its oil production profile even over several years. Today, however, the situation is more equal. Saudi Arabia has less spare capacity immediately available (only about 1 to 2 million b/d) and it will be quite expensive for Saudi Arabia to bring on new oil fields. The Kingdom has spent $14 billion since 2005 trying to increase its oil production capacity from 10 million b/d to 12.5 million b/d. This has proved difficult and Saudi Arabia, whose capacity is now estimated at 11.5 million b/d. is still working on the giant Manifa field to meet its 12.5 million b d immediate-term capacity target. Future investment in a new tranche of production capacity is likely to be even more expensive, given that the Kingdom will have to shift to areas that have more complex geology and require greater technological intervention.

Russia will flood the market even if it’s economically damaging

FANG et al 2012 (Songying Fang, Ph.D. Assistant Professor of Political Science Rice University Amy Myers Jaffe Wallace S.Wilson Fellow in Energy Studies James A. Baker III Institute for Public Policy Rice University TedTemzelides, Ph.D. Rice Scholar. James a. Baker III Institute for Public Policy Professor of Economics. Rice University, “New Alignments? The Geopolitics of Gas and Oil Cartels and the Changing Middle East,” January, http://www.bakerinstitute.org/publications/EF-pub-GasOilCartels-012312.pdf)
We now rum our attention to Russia. Its incentives regarding an oil price war have also changed since the 19S0s. Inthe 1980s, the USSR state-controlled sector would have had difficulty responding to a price war with higher investment and rising output. The USSR had severe financial problems and its aged oil sector was failing badly. In contrast. Russia now has a relatively reformed and modernized oil sector that could tap private investment if Moscow provides attractive tax incentives. In 2010. Russia made adjustments to its tax regime to ensure its oil production stayed above 10 million b/d. Analysts believe that a more positive tax environment, including exemptions from export duties, will allow Russia to mobilize new investments quickly, allowing it to raise its production capacity by several million barrels a day. One problem with this strategy is that the Russian government relies heavily on oil royalties and export taxes to cover its federal budget. Lowering such taxes would be problematic for Moscow if oil revenues were also falling due to declining international oil prices resulting from a price war. It is worth mentioning, however, that Moscow has tended to favor geopolitical benefits over economic costs. Recent deals between state-run oil conglomerate Rosneft and international major oil companies, a reversal of past policies designed to renationalize and push the very same companies out of Russia, indicate that Russia has an interest in expanding its output, even at the cost of sharing profits with Western firms."9

INTERNAL LINKS—FLOOD HURTS PRODUCERS
Flood hurts other oil producers including Russia

Mohamedi ‘03  - Chief Economist at PFC Energy (Fareed, “Add Added In the Wake of War: Geo–strategy, Terrorism, Oil and Domestic Politics,” Middle East Policy, 10.1, Ebsco)
 A more aggressive strategy - and actually a better strategy for the Saudis in many ways over the longer term and for OPEC - would be to crash oil prices and not agree to accommodate Iraq. To do what they did in '99 and inadvertently discovered had some advantages: push the burden onto non-OPEC producers - the high-cost producers - and over time induce a decline in non-OPEC production, and then come back and take that share of demand for themselves. That would require a fairly low oil price, $14-$15 a barrel. You may ask, how can the oil producers' economies take that? They can barely take it at $30 a barrel. If you look at the macroeconomic situation in some of the Gulf countries - Saudi Arabia and Iran, even Algeria - they have accumulated a lot of assets and paid down a lot of their debt. Financially, they're doing a lot better than they were just a few years ago. To a certain extent, they have the war chest to do this if they have the will and the guts. In sharp contrast, this would be disastrous for Indonesia, Russia, Venezuela and Nigeria. None of these countries can take that type of low oil price for a period of 18 months to two years. 
TURNS THE CASE
US moves towards energy independence cause OPEC to flood the market with cheap oil—crushes prices and turns the case

DELTA FARM PRESS 2001 (“OPEC as the Cheshire cat,” Nov 16, http://deltafarmpress.com/opec-cheshire-cat)

Here in the United States, our energy company friends are muttering and moaning because lower prices for oil, gasoline, and natural gas are forcing (?) them to abandon exploration and drilling for new supplies. (Things are so bad, in fact, the administration's proposing to “help” Chevron, Texaco, Enron, and a host of other big corporations with billions of dollars in retroactive tax relief. How's that for sympathy?)

Alternative energy development? Hey, who needs it, when Messrs. Exxon, Citgo, et al are charging us a buck or less per gallon at the corner convenience store? Why worry about working toward energy self-sufficiency when the pumps are full and near $2 a gallon a few months ago is only a hazy memory?

For 30 years now, going back to the gasoline shortages and long lines of the '70s, this country has been dealing with a feast-and-famine scenario for the energy that is the cornerstone of our economy and our lifestyle.

OPEC tightens the spigots, prices go stratospheric, there is widespread hand-wringing about our dependence on foreign oil, much ado is made over reducing that dependence through new energy sources and new exploration, and there is a fervor throughout the land to show the energy barons that now, finally, this time, at last, for real, we mean business. Honestly. Cross our hearts. No kiddin'.

But just when it appears something will in fact be done toward increasing domestic energy supplies, getting serious about alternative sources, and making a long-term commitment toward reducing our dependence on foreign oil — well, miraculously, prices go down. OPEC magnanimously increases supply, refineries begin humming, and once again thoughts of a national energy policy fade like the Cheshire cat.

Only the cat's grin is left. And the cat is OPEC and the energy industry. They've seen it all before. They know they have only to wait; that we in the United States have a short memory, and that as long as they toss us a sop of energy “bargains” from time to time, we'll moan and groan and pay their price the rest of the time.
FLOOD KILLS RENEWABLES/OIL

Saudi oil flood would crush renewable energy development and destroy other oil producers without affecting Saudi Arabia

AL-SALEH et al 2008 (Yasser Al-Saleh, Paul Upham and Khaleel Malik, all from the Manchester Institute for Innovation Research, Renewable Energy Scenarios for the Kingdom of Saudi Arabia, Oct http://www.tyndall.ac.uk/sites/default/files/wp125.pdf)

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

Saudi Arabia will shift to renewable power exports in the long term

Pentland 8 (William, “The Saudi Arabia Of Solar Energy” 8/22/8, http://www.forbes.com/2008/08/21/saudi-arabia-solar-biz-energy-cx_wp_0822solar.html MGE)

"For a country like Saudi Arabia ... one of the most important sources of energy to look at and to develop is solar energy," al-Nuaimi told the French oil newsletter Petrostrategies. "One of the research efforts that we are going to undertake is to see how we make Saudi Arabia a center for solar energy research, and hopefully over the next 30 to 50 years we will be a major megawatt exporter." In Hassi R'mel, Algeria, 260 miles south of Algiers, construction has begun on a new power plant using a combination of solar and natural gas. The hope is to generate 150 megawatts of electricity by 2010, with 25 megawatts from a solar array stretching nearly 2 million square feet. The long-term goal is to export more than 6,000 megawatts of solar-generated power to Europe by 2020. "Our potential in thermal solar power is four times the world's energy consumption, so you can have all the ambitions you want with that," Tewfik Hasni, managing director of New Energy Algeria, or NEAL, a company created by the Algerian government in 2002 to develop renewable energy, told the Associated Press last year. This is why, barring a major technological breakthrough, the economics of solar energy may someday look much like the economics of fossil fuels. Energy security ultimately means more than access to energy; it means access to cheap energy. And like it or not, the Sun Belt has the cheapest solar energy in the world in vast quantities. "In the same way we are an oil exporter," said Saudi Arabia's Ali al-Nuaimi, "we can also be an exporter of power."
A2: SAUDIS WON’T FLOOD

Saudi Arabia will flood the market even if it’s risky—oil price manipulation is their primary foreign policy lever

FANG et al 2012 (Songying Fang, Ph.D. Assistant Professor of Political Science Rice University Amy Myers Jaffe Wallace S.Wilson Fellow in Energy Studies James A. Baker III Institute for Public Policy Rice University TedTemzelides, Ph.D. Rice Scholar. James a. Baker III Institute for Public Policy Professor of Economics. Rice University, “New Alignments? The Geopolitics of Gas and Oil Cartels and the Changing Middle East,” January, http://www.bakerinstitute.org/publications/EF-pub-GasOilCartels-012312.pdf)

Moreover, in light of new regional and internal challenges. Saudi Arabia is facing competing priorities with higher spending requirements on social services and defense. In an effort to respond to increased instability across the Middle East. King Abdullah ordered sweeping spending increases of $67 billion in March 2011 for housing, job creation, and the military, on top of a $36 billion handout to citizens in February. The pressure for higher defense and social spending will make it harder for the government to justify a massive campaign to expand its oil sector. It will not be as easy for Saudi Arabia to mobilize a major price war at this time."6

However, it would be premature to draw the conclusion that Saudi Arabia will no longer be willing to wage a price war. Its interest in carrying the spare capacity to wage a credible price war goes beyond its security relationship with the United States. Saudi Arabia gains international clout from its ability to guard the global economy by raising oil output and lowering oil prices. Moreover. Riyadh's ability to threaten other oil producers that it could flood the oil market is a critical aspect buttressing its leadership role inside OPEC and gives the country regional clout as well. Indeed, among the best levers Saudi Arabia has to influence regional politics is its ability to dramatically lower the price of oil. Saudi Arabia has flooded the oil market for geopolitical reasons in the past, and could arguably do so again. For example. Saudi Arabia has made it clear that it aims to draw the line against Iranian expansionism."' Iran is dependent on oil revenues for more than 65 percent of its government revenue. In contrast, the Kingdom is in a position to withstand a period of low oil prices. Thus. Saudi Arabia's ability to wage a price war is a major tool it can use to diminish Iranian power in the region and weaken Iran's position as a regional military and political rival to the Kingdom. The ability to wage an oil price war also helps the Kingdom to guard against other producers with large oil reserves, such as Iraq, from taking over its oil market share, hi fact. Iraq has expressed the ambition to reach 10 to 12 million b/d of production by 2017. This level is commensurate with Saudi Arabia's capacity. Rising Iraqi output could alter the balance of political power within OPEC and challenge Saudi Arabia's current leadership. Iraqi oil reserves are considered very low-cost to develop and are competitive with those of Saudi Arabia. In summary, while the costs of maintaining enough spare capacity to wage a price war have risen for Saudi Arabia, there are still many geopolitical incentives for the Kingdom to maintain this capability. This includes contributing to its security by weakening Iran and by remaining important to the United States, which would then be more apt to provide security guarantees in exchange for the free flow of oil."

A2: NO SPARE CAPACITY

Saudi Arabia has immense spare capacity

Ergo 12 (February 2012, “The Waning Era of Saudi Oil Dominance” http://www.ergo.net/ErgoSpecialReport_Saudi_Oil_Feb2012.pdf MGE)

Saudi Arabia’s importance to global oil markets is due not solely to its immense reserves and production, but also its spare production capacity, which far surpasses that of any other country. Oil producers with spare capacity can ramp up production to calm turbulent markets and prices in response to a crisis—Saudi Arabia did so during the high market uncertainty in the period immediately after the September 11, 2001 terrorist attacks in the US, and again during the 2011 Libyan unrest. However, spare capacity can also be wielded as a tool to undermine other market participants. Between 1979 and 1980, Saudi Arabia warned other OPEC members that high oil prices would eventually curb demand. It enforced its view in 1981 by flooding the market, bringing down prices and slowing upstream expansion programs in countries that had sought high oil prices. At present OPEC spare capacity is approximately 3 mbpd. Saudi Arabia represents approximately 98% of this amount, making it the only country that can effectively and strategically make use of spare capacity. Spare capacity also provides a proxy for price movements in oil. Recent history reveals a close correlation between spare capacity and the price of oil: when spare capacity dwindles, the risk of a supply disruption grows and prices rise. Two of the sharpest periods of oil price inflation—2003 to 2005 and 2007 to 2008—coincided with OPEC’s spare capacity falling to historic lows. Armed with immense reserves and production capability, Saudi Arabia has historically played the role of the world’s swing producer, helping to mitigate shocks to the oil market.
Simply the threat of a flood is enough to trigger speculator reaction and decrease prices

WASHINGTON TIMES 5-27-2004 (“OPEC Plan Spurs Drop in Oil Prices,” May 27, http://www.washingtontimes.com/news/2004/may/27/20040527-110406-8642r/?page=all)
Signs that OPEC may move next week to aggressively increase oil production caused a plunge in oil prices yesterday, raising hopes that prices at the pump will follow.

The easing of oil prices comes amid evidence that record-high fuel costs have had little impact on the U.S. economy. Growth picked up to a strong 4.4 percent in the first quarter despite climbing fuel prices, the Commerce Department reported.

World leaders, in urging producers to pump more oil, have warned that high oil prices could start to hurt growth. But in the United States, the world's largest market for oil, the main impact so far has been to stoke inflation, which nearly tripled to a 3 percent rate from the fourth quarter of last year, Commerce said.

Crude oil prices dropped 3 percent to $39.44 per barrel in New York trading yesterday after the president of the Organization of Petroleum Exporting Countries said the cartel is eyeing a "significant" increase in production to try to break the market psychology that has driven oil prices up to records near $42 per barrel this year.

An "option" at the cartel's June 3 meeting in Beirut "is to increase the quota significantly so it will bring a significant psychological impact to lower prices," Purnomo Yusgiantoro told reporters in Jakarta, Indonesia, where he is oil minister.

Energy Secretary Spencer Abraham, who is traveling in Europe, predicted that OPEC would adopt the 2 million-barrel-a-day output increase recommended by Saudi Arabia last week.

Mr. Abraham said major non-OPEC producers like Mexico and Russia are scrambling to increase production to meet growing global demand for oil. Their efforts are expected to start paying off with substantial increases in oil supplies in 2005 and 2006.

But in the short run, only OPEC -- primarily Saudi Arabia -- is in a position to flood the market with oil.

Polls show the public does not blame OPEC or President Bush for high oil prices so much as "price gouging" by oil companies and the Iraq war.

A Gallup poll this week found that 22 percent of people interviewed blamed profiteering by big oil companies, and 19 percent blamed the war in Iraq. Only 9 percent held OPEC responsible, by contrast, while 5 percent blamed President Bush.

Analysts say prices could drop dramatically if OPEC -- which produces about a third of the world's oil -- were to succeed in breaking market psychology and forcing out speculators who have been betting on climbing oil prices.

Sung Won Sohn, chief economist at Wells Fargo & Co., said speculation centered on potential supply disruptions in the Middle East has driven up the price of oil by as much as one-third, or $10 to $15 a barrel.

Proof that hedge funds and other speculators are having a powerful influence on oil prices is seen in the trading patterns of oil futures contracts on the New York Mercantile Exchange.

Recently, contracts betting on further increases in oil prices outnumbered contracts betting on price decreases by four to one, Mr. Sohn noted.

That may be changing, however, as the number of contracts betting on price increases dropped by 15 percent in the week ended May 18, according to figures kept by the Commodity Futures Trading Commission.

Doug Leggate, an analyst at Citigroup Inc., said oil prices would be $10 lower, and could fall precipitously, if speculators dropped out of the market.

"Speculators have been driving the market since the end of the Iraq war," he said. Price drops could accelerate because speculators "follow momentum" and will quickly exit the market once upward price momentum fades, he said.

Has immense spare capacity and the ability to flood the market 

LeVine and Bayroff 6/15 (Steve and Logan, “The Weekly Wrap -- June 15, 2012” Foreign Policy, http://oilandglory.foreignpolicy.com/posts/2012/06/14/the_weekly_wrap_june_15_2012 MGE)

 Oil king Venezuela? Is Saudi Arabia's mere possession of much oil the central reason it is the most pivotal energy player on the planet? Observed through the prism of Venezuela, the answer is no. BP's 2012 Statistical Review of World Energy, the bible of the energy industry, was released this week, and makes official something that OPEC asserted months ago -- Venezuela has surpassed Saudi, and become the world's largest reserve of oil. With 296 billion barrels, Venezuela has 18 percent of the oil on the planet; Saudi Arabia, with 265 billion barrels, has 16 percent (Canada's 175 billion barrels make it third, with 11 percent of the global total). Yet, oil is one sphere where possession is not nine-tenths of the law. Saudi Arabia remains king because of what it does and, more important, can do with its oil. For starters, the Saudis are the world's biggest oil exporters (10.1 million barrels a day in April); Venezuela exported 2.1 million barrels of oil a day, the seventh in rank, according to OPEC. But the more salient factor is Saudi's residual capability -- it is the sole country able to add meaningful daily volumes to global production in a pinch; Venezuela's spare production capacity is effectively zero. And that factor -- spare capacity -- is pivotal in the stability, or lack of, in global energy. When the world knows that there is oil to be had regardless of what calamity ensues, it can go and worry about other matters. Conversely, when spare oil production capacity becomes razor-thin, the world fixates on petroleum; prices go through the roof. Conclusion: Little sleep was lost this week in the kingly palaces of Saudi Arabia.

Saudi Ariabia has the capability to increase production

Cooper 11 (Andrew Scott, “The Oil Wars” The Daily Beast, 10/13/11, http://www.thedailybeast.com/articles/2011/10/13/iranian-bomb-plot-exposes-economic-war-with-saudi-arabia.html MGE)

The Saudis wanted to teach the shah a lesson—they feared his military and nuclear ambitions—but they got more than they bargained for when the abrupt collapse of Iran’s oil revenue in early 1977 destabilized the country’s economy, caused a financial crisis, and shook the political foundations of the Pahlavi regime just as popular discontent against the shah was cresting. “We’re broke,” the shah lamented when Iran’s oil production collapsed 38 percent in just nine days, the staggering equivalent of 2 million barrels of oil a day. The causes of the 1979 Iranian revolution were complex and cannot be simplified in conspiratorial terms or explained away by one or two trigger causes. Still, the Saudi oil coup against the shah was a contributing factor in the collapse of popular support for the Pahlavi dynasty and it provided a template for today’s threats and machinations. The Saudis have always understood what we in the West cannot comprehend, which is that oil is a weapon as well as a commodity. For the Saudis, oil creates wealth, develops the economy, and preserves the power of the royal family. But oil is also their primary tool of national self-defense, a potent weapon of offense, and the key to their continued security and survival. The International Energy Agency reported that in August 2011 Saudi Arabia was pumping more oil into the system than at any time in 30 years, a record 9.8 million barrels a day. Production fell slightly in September to 9.59 million barrels because of reduced industrial demand. What do the Saudis want? Will they keep pumping? Are they putting the brakes on? How will the alleged assassination plot influence their next move? More to the point, will President Mahmoud Ahmadinejad heed the lessons of history—or will he share the fate of the shah, the man he helped overthrow? 

One quarter of the world’s reserves are in Saudi Arabia

Economist 4 (5/27/4, “Saudi Arabia and oil” http://www.economist.com/node/2705562 MGE)

Surely all this investment and discovery prove that the Saudis are ever less important to the oil market these days? Nonsense. Ignore the headlines and look instead at geological and market realities, and it quickly becomes clear that Saudi Arabia remains the indispensable nation of oil. The Saudis not only export more oil than anyone else, but they also have more reserves than anyone else—by a long shot. Fully one-quarter of the world's proven reserves lie in Saudi Arabia. Four neighbours—Iran, Iraq, the United Arab Emirates and Kuwait—each have about one-tenth. Russia, Nigeria and Alaska put together do not match Saudi reserves. Even more important is Saudi Arabia's role as swing producer. Unlike other countries, the Saudis keep several million barrels per day (bpd) of idle capacity on hand for emergencies. Today Saudi Arabia is the only country with much spare capacity available (see chart 1), though the precise amount is a matter of intense debate. Nansen Saleri, an official at Saudi Aramco, the country's state-owned oil company, will say only that Saudi output will rise in June to about 9m bpd, and that the country can raise its output above 10m bpd “rapidly”. This spare capacity allows the Saudis to moderate oil-price spikes. They have done precisely this at various times: during the Iran-Iraq war, when output from both countries was disrupted; during and after the first Gulf war, when output from Iraq and Kuwait was lost; and last year, when civil strife in Venezuela and Nigeria curbed output from both countries on the eve of last year's invasion of Iraq (which itself disrupted Iraqi output). 

Saudi Arabia can swing prices

RT 6/14 (“Saudi Arabia vs high oil prices: It’s not all about the money” http://rt.com/business/news/opec-meeting-increase-oil-cartel-prices-saudi-arabia-804/ MGE)

 “ The existing 30 million barrels a day quota is good enough, with the $100 per barrel oil being a perfect balancing point – it’s good for producers, because its not leading to demand disruptions and it’s good for consumers because it’s low enough not to slow down economic growth. Saudi Arabia is the only country that can swing the policy up and down, because they have substantial enough spare capacity that is not being utilized right now,” says Ilya Balabanovsky, senior oil and gas analyst at Renaissance Capital.

267 billion barrels of reserve

Neuhof 6/24 (Florian, “Saudi Arabia seeks Red Sea energy resources” The National, http://www.thenational.ae/thenationalconversation/industry-insights/energy/saudi-arabia-seeks-red-sea-energy-resources#full MGE)

The kingdom may have proven reserves of 267 billion barrels but Saudi Aramco is constantly on the lookout for new deposits. It resumed its survey work in the Red Sea in 2009 and now has three years of seismic data to analyse. The national oil company has not released any estimates on the hydrocarbon potential in the Red Sea but this has curbed speculation that reserves under the seabed could amount to as much as 50 billion barrels. This would increase the kingdom's reserves by another 18 per cent. A prize of that magnitude usually warrants a treasure hunt, and the expectation is Saudi Aramco will proceed with further drilling. "I presume they got enough encouraging results from the surveys to allow them to plan for the drilling programme," says Mr Al Husseini. 

Saudi Arabia has spare capacity.

LeVine and Bayroff 6/15/12 – * contributing editor at Foreign Policy, Schwartz Fellow at the New America Foundation, adjunct professor at the Georgetown University School of Foreign Service ** research assistant at the New America Foundation. (Steve and Logan, “The Weekly Wrap – June 15, 2012” http://oilandglory.foreignpolicy.com/posts/2012/06/14/the_weekly_wrap_june_15_2012 ) //AL

Oil king Venezuela? Is Saudi Arabia's mere possession of much oil the central reason it is the most pivotal energy player on the planet? Observed through the prism of Venezuela, the answer is no. BP's 2012 Statistical Review of World Energy, the bible of the energy industry, was released this week, and makes official something that OPEC asserted months ago -- Venezuela has surpassed Saudi, and become the world's largest reserve of oil. With 296 billion barrels, Venezuela has 18 percent of the oil on the planet; Saudi Arabia, with 265 billion barrels, has 16 percent (Canada's 175 billion barrels make it third, with 11 percent of the global total). Yet, oil is one sphere where possession is not nine-tenths of the law. Saudi Arabia remains king because of what it does and, more important, can do with its oil. For starters, the Saudis are the world's biggest oil exporters (10.1 million barrels a day in April); Venezuela exported 2.1 million barrels of oil a day, the seventh in rank, according to OPEC. But the more salient factor is Saudi's residual capability -- it is the sole country able to add meaningful daily volumes to global production in a pinch; Venezuela's spare production capacity is effectively zero. And that factor -- spare capacity -- is pivotal in the stability, or lack of, in global energy. When the world knows that there is oil to be had regardless of what calamity ensues, it can go and worry about other matters. Conversely, when spare oil production capacity becomes razor-thin, the world fixates on petroleum; prices go through the roof. Conclusion: Little sleep was lost this week in the kingly palaces of Saudi Arabia.
Spare capacity exists—arguments to the contrary are wrong

GHOLZ AND PRESS 2007 (Eugene Gholz is assistant professor of public affairs at the LBJ School of Public Affairs at the University of Texas at Austin. Daryl G. Press is associate professor of government at Dartmouth University, “Energy Alarmism The Myths That Make Americans Worry about Oil,” April 5, http://www.cato.org/pubs/pas/pa589.pdf)
Critics might reply that those examples all come from a time when oil producers had slack production capacity, that is, when past investment in exploration and oil field development enabled them to pump more oil than consumers demanded at the preshock price level. At present, those critics fear, the increase in worldwide demand (especially from China and India) has taken up the slack, so producers could not increase output, even if a disruption were to create a price spike.75

That criticism is misguided for three reasons. First, data on slack capacity are notoriously unreliable. Slack production capacity is sometimes reported as a static figure (e.g., 2 mb/d), but any reasonable measure must report the amount of extra oil that could be brought online in a given period of time and at what cost. Such details, unfortunately, are closely guarded secrets. Although industry observers can make reasonable estimates of current production levels—for example, by counting the number and size of the tankers that dock at a given oil terminal—they cannot tell how full producers’ inventories are or how aggressively the producers are drawing oil out of underground reservoirs.76 And only producers can do the advanced scientific tests to try to determine the maximum flow rate that a given field can support using current technology.

Second, assertions about the lack of slack oil production capacity are inherently suspect because members of a cartel, and especially large cartel leaders, should generally maintain slack capacity. The entire purpose of a cartel is to help members produce less than the maximum amount possible in order to increase price. Furthermore, the enforcement mechanism that (imperfectly) holds the cartel together is the threat to respond to cheating with additional increases in output.77 The same slack capacity that cartel members need to keep their partners in line can also be used to respond to a supply disruption.
A2: NOT ENOUGH SAUDI OIL

Price manipulation in response to alt energy will get out of control—increased Saudi production will cause a flood by other OPEC members

OIL AND GAS JOURNAL 2000 (OPEC eyes another output hike to cut oil prices, July 24, www.ogj.com/articles/print/volume-98/issue-30/general-interest/opec-eyes-another-output-hike-to-cut-oil-prices.html)

The move to boost production likely will trigger a scramble for markets that could cause a tumble of oil prices back to $ 20/bbl, said Fred Leuffer, senior managing partner and oil analyst at Bear, Sterns & Co. The proposed increase would boost OPEC's total production to 25.9 million b/d from the 25.4 million b/d that group members agreed to in June when they raised production by 708,000 b/d. Saudi officials had earlier indicated that they would undertake an increase of 500,000 b/d -- unilaterally, if necessary -- in an attempt to drive down high prices. Under the quotas proposed by Rodriguez, the Saudis would bear the brunt by adding 162,000 b/d of production to a total 8.4 million b/d. "The flood gates are now open. Saudi Arabia's decision to produce more oil means OPEC unity is out the window. The race is on to see which countries can capitalize on these high oil prices while they last," said Leuffer in a report issued last week. He said every OPEC member except Nigeria has cheated on its new production quota in the last 2 months. Saudi officials would like to push back world oil prices to a level of $ 25/bbl to prevent the US from increasing domestic oil exploration and development of alternative energy sources. But it is difficult to engineer a market price reduction, as other nations try to cash in before oil prices drop, Leuffer warned. "Once oil prices start to fall, it will be hard to stop them," he said.
A2: SAUDIS DIVERSIFYING

Energy sector still key even with diversification

RAMADY 2010 (Mohamed, Department of Finance and Economics, King Fahd University of Petroleum and Minerals, The Saudi Arabian Economy: Policies, Achievements, and Challenges, SpringerLink)

The government’s recent emphasis on economic diversification encompasses energy-based manufacturing and the exploitation of gas and mineral resources, both for domestic consumption and for the establishment of a new export market. However, despite efforts at diversification away from oil, the hydrocarbon sector will continue to be at the heart of the Kingdom’s economic well-being for some time. Given the Kingdom’s low-cost production, which gives it a comparative advantage estimated at between $1 and $3 per barrel for extraction compared to other high-cost energy producers, it is not unreasonable to assume that future private sector-led economic diversification will somehow be associated with energy-related products.

A2: MARKET DICTATES PRICES

Economics alone cannot determine Saudi oil price decisions—political calculations are important

PIERCE 2012 (Jonathan, Ph.D. candidate at the School of Public Affairs, University of Colorado Denver, “Oil and the House of Saud: Analysis of Saudi Arabian Oil Policy,” Digest of Middle East Studies, Spring, Wiley Online)

The economic goal of Saudi oil policy is to maximize long-term wealth. Adelman (1995) argues that there are three different approaches to explaining how Saudi Arabia seeks to reach this objective. First, because the Saudis have the largest reserves in the world, they have the longest outlook for price stability to ensure the long-term value of and return on their oil reserves. This means that their optimum price path is substantially lower in relation to other oil-exporting countries. The problem with such an approach is that it does not account for Saudi cuts in oil production to raise the price in the short term, which occurred in 1998. The alternative explanation is that Saudi Arabia seeks to maximize the price of oil at any opportunity and only pursues moderate price levels to maintain market stability (Adelman, 1995). Such an approach suggests that the Saudis tend to seek maximum revenue through incremental price increases. This latter explanation does not adequately account for the Saudis’“failure” to capitalize on the Gulf Crisis and the subsequent Gulf War of 1990 and 1991, when they raised production levels to prevent prices from rising, costing them short-term revenues. An alternative economic explanation is that the Saudis seek to meet Kingdom-wide budget needs. This approach focuses on the internal economics of the Kingdom of Saudi Arabia rather than the world market approaches. Rather than seeking to maximize revenues over the short or long term, the Saudis allow government budgets to determine oil production levels. However, one dilemma with this approach is that it assumes a relatively stable price for oil that may be projected for annual government budgets. The price of oil is too volatile and is dependent on too many variables to be under the control of the Saudis alone. This means that they cannot ensure oil export revenues will always meet their state budget.

These three different economic approaches for explaining Saudi oil policy—long-term price stability, short-term revenue maximizing, and Kingdom budget setting—while providing some level of understanding, are limited in their explanatory leverage. In addition to these economic explanations, political understanding from both domestic and international sources is needed to better explain Saudi oil policy.

A2: SAUDI DUTCH DISEASE

Saudi Arabia will diversify in the long term

Saadi 3/21 (Dania, “Saudi Market Opens Up, but Gradually” New York Times, http://www.nytimes.com/2012/03/22/world/middleeast/22iht-m22-saudi-bourse.html?pagewanted=all MGE)
Saudi Arabia pumps more than 10 percent of the global oil supply, and with the price hovering above $120 a barrel, it does not need any immediate foreign direct investment. But the long-term plan to lower dependence on oil income, improve competitiveness of Saudi companies and create jobs is pushing it to embrace openness. “Investing in Saudi Arabia is compelling for institutional foreign investors, given the massive government spending that is taking place in the country,” said Rami Sidani, head of Middle East and North Africa investments at Schroders Investment Management, who is based in Dubai. “Saudi Arabia has been following an aggressive strategy to diversify from one source of income, which is oil, and to do this they need to involve the private sector and attract foreign direct investment.” Given the Saudi authorities’ measured approach to freeing up the economy, the largest in the Arab world, steps to attract international funds take months, if not years, to develop. After the Saudis opened up the swap investments in 2008, they followed in 2010 by introducing exchange-traded funds, index-based investment products that are traded like stocks, and allowing nonresident foreigners to trade in them.
Diversification now

de Kerros 12 (Tatjana, an independent Research Analyst and Consultant, specializing in Entrepreneurship, CSR and Private Sector Development in GCC region, with a particular focus on Saudi Arabia, the UAE and Qatar, “Entrepreneurship and Path Creation in the Saudi Arabian Energy Transition,” 4/9/12, http://theentrepreneurialist.net/2012/04/09/entrepreneurship-and-path-creation-in-the-saudi-arabian-energy-transition/ MGE)

 While it has managed to weather the international financial crisis, Saudi officials are keenly aware of the need to foster economic development quickly to provide jobs for its rapidly growing population (more than 2% per year). They are also anxious to diversify the base of the economy away from its current predominant reliance on hydrocarbons, which directly provide close to 50% of GDP and indirectly account for much of the rest of Saudi industry. Saudi officials understand the challenges they face, including the need to make Saudi education more relevant to today's workplace and the need to increase the role of women in the economy, both of which are controversial in the socially conservative Kingdom. Saudi officials are looking to the U.S. to help them meet these challenges, both through increased engagement at the government level, including educational exchanges, and more Foreign Direct Investment, particularly in energy, high tech, and manufacturing. Saudi officials strongly welcomed the President's Cairo speech and its promise of greater outreach, which provides a good context for your visit.

Saudi officials feel under the gun, as they are aware that a number of other countries are years ahead of them in pursuing the same strategy.

A2: LINK IS SMALL

Even small changes in the oil market have large price effects

Nerurkar 11 (Neelesh, specialist in energy policy, “U.S. Oil Imports: Context and Considerations” 4/1/11, CRS, http://www.fas.org/sgp/crs/misc/R41765.pdf MGE)

Domestic supply disruptions can also shift trade flows. After hurricanes Katrina and Rita shut in oil production in the U.S. Gulf of Mexico, U.S. imports increased by around 0.7 Mb/d between July and October 2005. The increase was in refined products; hurricanes shut down more refining capacity than crude oil production. Crude imports fell. Supply disruption in countries that are not traditionally major sources of U.S. imports may still have significant implications for the United States because they raise the price of oil worldwide. The oil market is globally integrated, refiners can shift the crude they use, and refined products are interchangeable commodities; so a disruption anywhere can affect oil prices everywhere. For instance, the United States imported only around 0.1 Mb/d of oil from Libya in 2010. (For context, the U.S. consumed about 19.2 Mb/d in 2010.) Most of Libya’s crude supply went to Europe. But when unrest shut down Libya’s exports in February 2011, global prices rose, including prices for oil imported into the United States from elsewhere and oil produced domestically. Global supply was reduced and European refiners had to look to other oil sources, bidding up those oil prices to secure substitute supplies. 10 The price of oil may rise until it makes up for the amount of supply no longer available due to the disruption. This can occur by price rising enough that some consumers no longer demand oil and/or suppliers bring additional production to market. 11 Many oil producers and consumers are inelastic to price changes when considering how much to supply or consume, especially in the short run, so seemingly small disruptions can lead to more significant percent changes in the price of oil. Even anticipation of disruptions can contribute to higher oil prices. Buyers and sellers of oil make risk-weighted decisions now about future commercial and financial needs. Anticipated disruption risks affect the price at which they are willing to buy and sell oil. Arguably, a significant portion of the increase in oil prices from unrest in Libya, Egypt, Bahrain, and elsewhere is attributable to concerns that unrest could spread to other oil exporters in the Middle East and North Africa. For more on this, see CRS Report R41683, Middle East and North Africa Unrest: Implications for Oil and Natural Gas Markets, by Michael Ratner and Neelesh Nerurkar. Disruptions to oil production reduced supply, slowed supply growth in recent years, and created concerns about future supply. This combined with rising oil demand, resulting from rapid economic growth in several countries, as well as other financial, geologic, commercial, and political factors, contributed to the rise in oil prices during the 2000s. Some selected events that played a role in recent price developments are presented in Figure 4

***RUSSIAN ECON

PRICE KEY TO ECON

Oil is key to the Russian economy—every dollar decline in price costs 1.5 billion
HILL AND FEE 2002 (Fiona Hill is a fellow in the Foreign Policy Studies Program at the Brookings Institution, in Washington, D.C. Florence Fee is the CEO of F. C. Fee International, a private energy consulting company based in London, “Fueling the future: the prospects for Russian oil and gas,” Demokratizatsiya, Fall, questia)
Oil and gas account for nearly a quarter of Russian GDP, about half of its export earnings, and around a third of government tax revenues. Every dollar increase in the world market price of a barrel of petroleum translates into as much as $1.5 billion of additional yearly budget revenues. 10 Thanks in large part to high oil prices, at the end of 2001 the Russian economy experienced a major boom, which replenished state coffers and enabled the government to balance its budget, pay wages and pensions, and meet its international debt repayment obligations.

High oil prices key to Russian economy—Putin’s spending plan will diversify the economy but has increased vulnerability to price shocks 
KRAMER 12 – New York Times writer and editor (ANDREW E. “Higher Oil Prices to Pay for Campaign Promises” New York Times March 16, 2012 http://www.nytimes.com/2012/03/17/business/global/vladimir-putins-big-promises-need-fueling-by-high-oil-prices.html?_r=2?pagewanted=print Putin Needs ajones)

MOSCOW — In American presidential politics, high oil prices are a problem. For Vladimir V. Putin’s new presidential term in Russia, they will be a necessity — crucial to fulfilling his campaign promises to lift government spending by billions of dollars a year.  But doing that without busting the Kremlin’s budget would require oil to reach and sustain a price it has never yet achieved — $150 a barrel, according to one estimate by Citigroup. No wonder economists who specialize in Russia are skeptical. (On Friday, Russia’s Ural Blend export-grade oil was trading at $120 on the global spot market.) “It’s very hard to overestimate how vulnerable the Russian economy is to external pressures” from the oil price, Sergei Guriev, the rector of the New Economic School in Moscow, said in a telephone interview. “That vulnerability is huge, which is why Russia must be very vigilant. The spending is a risk.” The promised spending is also ambitious. Mr. Putin has laid out a program of raising wages for doctors and teachers, padding retirement checks for everyone and refurbishing Russia’s military arsenal. The oil-lubricated offerings would even include a population premium: expanding the popular “baby bonus” payments the Russian government provides to mothers, to include a third child. The payment, of up to $8,300 for housing or baby-related expenses, now comes as an incentive only with each of the first two children. The additional cost of the expanded baby benefits alone will total $4.6 billion a year, according to an estimate by the Higher School of Economics in Moscow. Most of Mr. Putin’s spending promises came at least partly in response to the street demonstrations by young and middle-class protesters in Moscow and other big cities challenging his authority in the weeks leading up to the March 4 election. His apparent aim was to shore up support from the rest of Russia: poorer and rural parts of the country, and from state workers and the elderly. The repercussions of his campaign promises, and an earlier commitment on military spending, could be felt for years to come, giving price swings in oil a bigger role than ever on the Russian economy. Taxes on oil and natural gas sales provide half of Russia’s government revenue. Each increase in the Russian budget equivalent to 1 percent of the gross domestic product requires a rise in the price of oil of about $10 a barrel on global markets — which is how Citigroup arrived at the $150-a-barrel figure for meeting the new obligations Mr. Putin has taken on. Analysts worry that, even if the government can fulfill its promises, too little will remain for a sovereign wealth fund that is intended as a shock absorber for the Russian economy and the ruble exchange rate during an oil price slump. Russia needed to use that buffer as recently as 2008, during the financial crisis. “The concern is simple,” Kingsmill Bond, the chief strategist at Citigroup in Russia, said in a telephone interview. “If the oil price that Russia requires to balance its budget is higher, the systemic risks that the market faces are also higher.” The bank estimated that Mr. Putin’s promises of higher wages and pensions, not counting the military outlays, add up to additional spending equal to 1.5 percent of Russia’s gross domestic product. That comes on top of an earlier pledge to spend an additional 3 percent of gross domestic product a year re-arming the military. In all, the new commitments would add up to about $98 billion a year, Citigroup estimates. The spillover from the Arab Spring and the specter of an Israeli attack on Iran’s nuclear development plants are propping up oil prices now. But over the long term, economic stagnation in Europe could help bring them down. Even before the election, Russia’s government spending was up, helping reinforce Mr. Putin’s message that he was the best candidate to deliver prosperity and stability. In January, the Russian military ministry, for example, doubled salaries in the nation’s million-person army. It was ostensibly a long-planned move. But coming just two months before the presidential vote, the political message was clear. Also smoothing the path for Mr. Putin’s victory was a national cap on utility rates that helped keep inflation at the lowest level in Russia’s post-Soviet history for January and February, at a 3.7 percent annual pace. “Putin made large spending commitments,” the Fitch rating agency said in a statement released the day after the election. “The current high price of oil cushions Russia’s public finances,” Fitch said. “But in the absence of fiscal tightening that significantly cuts the non-oil and gas fiscal deficit, a severe and sustained drop in the oil price would have a damaging impact on the Russian economy and public finances and would likely lead to a downgrade” of the nation’s credit rating. As Mr. Putin’s spending promises started to be introduced in January, Fitch altered Russia’s outlook to stable, from positive. Mr. Putin has defended the proposed spending as necessary and just, given the hardship of teachers and other public sector workers in the post-Soviet years. “A doctor, a teacher, a professor, these people should make enough money where they work so they don’t have to look for a side job,” Mr. Putin wrote in a manifesto published during the campaign. But in fact, the government will offset a portion of the pay raises, perhaps as much as one-third of their cost, by laying off some public sector workers and trimming some other public spending. That was the word from Lev I. Yakobson, the deputy rector of the Higher School of Economics, who helped draft the policy. That part of the plan, though, was never part of Mr. Putin’s stump speech.
A decrease in oil prices destroys Russia’s economy—even if oil has bad effects, decline in prices is worse
S&P Rating 12 (Standard and Poor’s Rating Services, “Hooked on Oil: Russia’s Vulnerability to Oil Prices,” 5/20, World Finance Review, http://worldfinancereview.com/may%202012/33-34.pdf)//mat

AN ECONOMY LIFTED AND LET BY THE TIDE OF OIL The Russian economy’s very close correlation with commodity prices, ﬁrst and foremost with oil prices, has proved a boon over most of the past decade. Rapidly rising oil prices supported speedy expansion of its economy, sustained high current account and ﬁscal surpluses, and led to the rapid accumulation of ﬁscal reserves. These developments have supported signiﬁcant improvements in Russia’s creditworthiness after the sovereign had emerged from selective default only in December 2000. Russia’s foreign currency sovereign rating quickly rose from ‘B-’ at the beginning of 2001 to investment grade ‘BBB-’ by January 2005, and to a peak of ‘BBB+’ in September 2006. Nevertheless, Russia’s commodity dependency has at times also proved a burden. In 2008, Russia’s domestic economic bubble, which had in part been fed by rapidly rising oil prices, burst. In its wake, credit, asset prices, and economic activity started to correct. On top of that, global oil prices collapsed on the back of the global ﬁnancial crisis and a recession in most developed economies, delivering an additional shock to Russia’s economy. In line with these developments, our foreign currency rating on Russia dropped by one notch to ‘BBB’, its current level, in December 2008. The key indicators of Russia’s economic performance closely correlate with trends in oil prices. As for any commodity economy, Russia’s nominal GDP is driven not so much by growth of the real economy, but by commodity prices. Broadly the same trend is visible for Russia’s trade balance, where exports of crude and oil products account for well above 50% of all goods exports, while gas accounts for about another 10%, and metals for 20%. Hence, the trade balance patterns closely follow oil price developments. Even the Russian ruble’s exchange rate against the U.S. dollar, when adjusted for inﬂation differentials, follows oil prices very closely. Much in line with the trade balance, it tends to appreciate as oil prices rise, and to depreciate as oil prices fall. PUBLIC FINANCES ARE ADDICTED TO OIL The impact of oil prices on Russia’s public ﬁnances is even more pronounced than on the overall economy. This is the result of a combination of direct and indirect effects. The marginal total tax rate for exported crude oil amounts to 86%. We estimate that direct revenues from oil through the mineral extraction tax and export duties alone generated close to one-half of federal government revenue in 2011 and still more than a quarter of total general government revenue. These revenues are directly affected by changes in the oil price. Calculating the direct impact of oil price changes on budget revenues, assuming stable oil production and exports, we ﬁnd that a $10 change in the oil price leads to a 1% of GDP change in government revenues. On top of that, the strong impact the oil price has on economic activity--and hence the tax base--in Russia also creates an indirect channel through which oil prices affect the government’s general tax intake. Because a decrease in the oil price depresses GDP and hence incomes, proﬁt, and consumption in the economy, the government’s general tax intake is also reduced. We estimate this indirect effect to contribute another 0.4% of GDP change in government revenue per $10 change in oil price. The steep increase in the oil price over the past decade has not only led to a sustained improvement in Russia’s government  nances, characterized by large government surpluses and the accumulation of government assets until 2008. Government expenditure programs, including countercyclical spending during the recession that started in 2008, have also led to a continuous rise in the budget breakeven price of oil, that is, the price of oil required to balance the general government budget. While the breakeven price of oil started off at about $20 at the start of the last decade, we now estimate it to amount to $120 in 2012. So unless the average annual oil price sets a new record in 2012, Russia’s budget is likely to be in deﬁcit this year. Russia’s ﬁscal expansion is also visible in the trend of the non-oil deﬁcit, that is, the budget deﬁcit excluding oil revenues. This has risen considerably, to an estimated 9.4% of GDP in 2011, from 4.8% of GDP in 2008, while at the same time the government’s non-oil revenues declined to 10.9% of GDP from 13.4%. The dependence on oil (and other commodities) remains a key vulnerability of Russia’s economy, in our view, and in particular of Russia’s public ﬁnances. On the one hand, oil prices this year so far are well above the government’s budget assumption of $100 and would support achievement of the 1.5% of GDP deﬁcit target, not considering any of the spending promises made by newly elected president Vladimir Putin during his presidential election campaign. However, a downward correction in oil prices, particularly if longer lasting, would quickly put considerable pressure on Russia’s public ﬁnances. OIL PRICE SHOCK STRESS SCENARIOS UNDERLINE RUSSIA’S VULNERABILITY To assess the vulnerability of Russia’s economy and its public ﬁ nances in general, we have considered and compared three scenarios. The ﬁrst is the base scenario of oil at $100 per bbl, which is also the government’s budget assumption. Second, we consider a moderate stress scenario, where the average annual oil price drops to $80 over 2012-2014. This is about the level in 2010, when oil prices had started to quickly recover post-crisis. Third, we examine a severe stress scenario, where the oil price drops to $60, the level seen in 2009 at the peak of the crisis. In the moderate stress scenario, with oil dropping to an annual average of $80 per bbl, we would expect the shock to the economy to lead to a slight contraction of the real economy in 2012. GDP per capita would contract even further, to $12,100 in 2012, from $13,200 in 2011, reﬂecting the strong inﬂuence of the oil price on the exchange rate, which leads nominal dollar GDP to contract. In the severe oil price shock scenario, with the oil price falling to $60, we would expect a severe recession, comparable to that in 2009, under which real GDP falls by 5.3% in 2012. GDP per capita would drop even further, by a total of 20% compared with 2011. Perhaps surprisingly at ﬁrst sight, the negative impact of the oil price shock on the current account balance is relatively moderate under both the moderate and the severe shock scenario. Yet, while the lower oil price will obviously lead to lower export revenues, there are two strong countervailing effects. The ﬁ rst is through the aforementioned correlation between the oil price and the exchange rate. As the oil price drops we would expect the exchange rate to weaken, which should act to moderate imports. Second, the strong negative impact of lower oil prices on GDP and incomes will further serve to lower imports, so that in sum the total decline in imports will compensate a large part of the decline in exports. As a comparison, we note that Russia’s current account balance declined from 6.2% in 2008, the year of peak oil prices, to 3.9% in 2009, when oil prices reached their post-crisis low. The impact on the government’s budget balance is already quite pronounced under the moderate stress scenario. In our scenario analysis, we assume that only budget revenues change, that the volume of oil production and exports remains unchanged, and that expenditure is executed as currently budgeted. Hence, we do not take into account potential consolidation efforts by the government, or potential countercyclical spending, as observed during the past crisis. We also do not take into account any of the additional spending promised by president-elect Vladimir Putin during the election campaign. Some experts estimate these spending promises to amount to an extra 9% of GDP over the next ﬁve years. Under the moderate scenario, we would expect the general government deﬁcit to reach 4.4% of GDP in 2012, compared with 1.6% in the base-case scenario, as a result of a 2.8% of GDP drop in government revenues. We would expect the deﬁcit to improve again slightly in the following years, but for it to remain high. As a result, the government’s slight net asset position of about 3% of GDP in 2011 would already be eroded by 2012. By 2014, the government would be in a net debt position of close to 5% of GDP. Considering that at the end of 2011 the government had assets of about 8% of GDP in its two reserve funds, the government would not have to rely solely on debt ﬁnancing to cover these budget deﬁcits. This should allow it to cope relatively well with the increased budget gap. In the severe stress scenario, the general government deﬁcit would rise to 8.2% of GDP in 2012 absent any countervailing measures by the government. We would expect it to still remain high at close to 6% of GDP by 2014. As a result, and compounded by the decline in nominal GDP, the government’s net debt burden would rise very quickly, reaching more than 13% by 2014, an increase of 16% of GDP over 2011. The debt ﬁnancing of these large government deﬁcits would in our view present a challenge to the government. We consider it questionable at what speed the government could--and would be willing to--monetize the full extent of the assets of its reserve funds, particularly the National Wealth Fund, in order to reduce its borrowing needs. On the other hand, the capacity and willingness of domestic and international capital markets to provide the funds needed to cover the budget gap (8.2% of 2014 GDP, equivalent to $143 billion) is untested. For comparison, we note that the largest gross amount the Russian government borrowed from capital markets over the past decade was the Russian ruble (RUB)1.4 trillion (2.6% of GDP) raised in 2011. As a result, in this situation the government would most likely have to contemplate potentially painful and pro-cyclical cuts in expenditure. At the same time, the government’s large funding requirement in this scenario would, at best, result in a signiﬁcant increase in borrowing rates. There would even be a risk that the sovereign’s funding challenge could trigger nervousness among investors, capital outﬂows, and additional pressure on the exchange rate. In any case, the sheer size of government borrowing would also crowd out funding to the private sector, further depressing Russia’s comparatively low investment ratio and adversely affecting the economy’s growth potential.
Russia invests oil profits responsibly—key to the economy
Pirani 10 (Simon, “Russian Economy: Russia’s oil problem,” 5/10, http://www.emergingmarkets.org/Article/2682714/RUSSIAN-ECONOMY-Russias-oil-problem.html)//mat

Russia has emerged from recession with rising domestic demand and sound finances, say the optimists, and oil wealth brought onshore will fund investment – including the kick-start to modernization that the government craves. The trouble is, say the sceptics, that the government’s plan to run a fiscal deficit up to 2015 could crowd out private investment, hold up infrastructure renewal and hobble growth. And with an oil price perhaps as high as $95 a barrel needed for Russia to break even, external factors could upset the whole applecart. There’s a consensus that Russia’s economy is recovering, albeit with difficulty, and will probably grow by 4–5% this year. But the scale of last year’s slump brought the category Brics (Brazil, Russia, India and China) into sharp relief, raising doubts over whether Russia deserved to be included: its GDP fell by 8%, while Brazil’s growth was flat and China’s (+8.7%) and India’s (+5.7%) roared on. The recession was a devastating reminder of Russia’s economic dependence on natural resources, mainly oil. And the differing interpretations of the recovery often rest on contrasting views about how easy it will be to escape that dependence. The enthusiasts focus on the fruit that government efforts to marshal oil funds to diversify the economy will bear. But the doubters worry that oil dependence will not be conquered without stronger policies to ensure sufficient private investment flows, properly targeted. Clemens Grafe, economist at UBS and firmly in the optimist camp, says fears that Russian domestic demand will fall behind that in the other Brics are “misplaced”. He argues that a structural shift in fiscal policy means that oil revenues were not just used for the 2008–09 crisis rescue package, but will be shifted onshore longer term, boosting domestic demand and investment. This shift, together with structurally lower inflation rates, means that private-sector savings and domestic leverage are likely to expand rapidly and drive the economy forward, he says. While Russia will continue to be dependent on volatile commodity prices, domestic savings will grow and interest rates can stay low, which will fuel “a trend growth rate significantly higher than that of the world economy”. Of course oil money coming onshore is itself no guarantee of progress: it depends how much of it is saved and invested. The news on household savings is all good, Grafe says. “Russia is now the highest saving country in Europe – a completely different place in that respect from what it was in the 1990s.” The volume of individual bank deposits grew by 27% in 2009 and by May 2010 exceeded 8 trillion roubles, according to a recent report by the National Agency of Financial Research. And at least part of the capital account inflows registered in the first half of 2010 was due to Russians changing euros into roubles, many of which then stayed in the banking system. But too much is still saved in other currencies, says Grafe: “Unless you get the money into the system in roubles, you’ll always be dependent on capital inflows.” The government’s ability to encourage investment – specifically, into innovation and infrastructure – is a key part of the argument. Natalia Orlova, chief economist at Alfa Bank in Moscow, is optimistic on this score. She points to the plans to create an international financial centre in Moscow and the renewed insistence by prime minister Vladimir Putin and president Dmitry Medvedev that Russia welcomes foreign investment. 

ECON: RUSSIAN REGIONS
Economic decline in the Russian Far East sparks conflict between Moscow and Primorskii Krai

MCFAUL 2000 (Michael, assistant prof of poli sci at Stanford, Rapprochement or Rivalry? p331)

The political struggle between Primorskii Krai and the Russian Federal government has had everything to do with elite politics and very little to do with popular attitudes.  In reviewing electoral outcomes in the region over the past several years, the krai’s population looks very similar to Russia as a whole.  Even in contrast with its neighbors, residents of Primorskii Krai have not demonstrated a strong proclivity for supporting radical opposition leaders or movements.  At the same time, the region’s traditional distrust and disdain for faraway Moscow as a well as the region’s economic dependence on federal financial support have provided opportunities for local politicians—first and foremost, Yevgeniy Nazdratenko—to mobilize local support in a unified front against federal interference.  Over time, the krai’s political and economic crises have been increasingly blamed on Moscow and not on local government officials, a situation that has served to bolster the electoral prospects of opposition parties in national elections and of Nazdratenko locally.

The impact is Russia-China war and Russian breakup

MCFAUL 2000 (Michael, assistant prof of poli sci at Stanford, Rapprochement or Rivalry? p331)

The battles between Primorskii Krai and Moscow rank as some of the most contentious.  Primorskii Krai is Russia’s most defiant oblast today, as tensions between Moscow and Vladivostok over a whole range of political, economic, and foreign policy issues overshadow all other federal challenges to Russia, besides Chechnya and Dagestan.  Given the precarious international balance of power in the region, center-periphery conflict in this region of Russia might someday precipitate a larger international conflict.  Together with the renewed military conflict in Chechnya and Dagestan, the Far East, because of its unique history, economy, distance from Moscow, and location on the outer reaches of the Russian state, poses the greatest challenge to Russian federalism.  This center-periphery struggle significantly impacts on the larger Russo-Chinese relationship and generates important complications of the Sino-Russian regional interaction.  Ethnic tensions and cross border problems are often exploited in the internal struggle about the future of Russian federalism.

Economic decline in the Russian Far East crushes russian reform, slows the world economy, and causes war

GARNETT 2000 (Sherman, Dean of James Madison College at MSU, Rapprochement or Rivalry? p34)

Finally, the integration of the resources of the Russian Far East and Central Asia into the Pacific Rim and world economies is crucial to the long-term stability of Russia itself and the peace of the region.  As East Asian energy demand rises, the connection between a stable and prosperous East Asia and the stability of the Russian Far East, Siberia, and Central Asia will become clearer.  What many U.S. analysts regard as Asia’s “backside” or even “backwater” is already becoming increasingly linked to lands on Asia’s rim.  Thus, areas once remote from U.S. strategic planning will have an increasingly direct influence on areas of vital interest in East Asia and the Persian Gulf.  Certainly, the expansion of energy and transportation links, new regional and subregional systems for security and economic cooperation, and the potential for large-scale cross-border migration make it important to understand these linkages before they surprise the West or its allies.  To anticipate these developments, more attention must be given to understanding Russia’s role in Asia, the Russia-China relationship, and the impact that the Russian Far East, Siberia, and Central Asia will have on shaping the future of all Asia.

ECON: POLITICAL STABILITY

Russian economy is key to Putin’s regime

CHANNEL FOUR 12-25-11 (Channel Four (UK), “What does the future hold for Russia?” http://www.channel4.com/news/what-does-the-future-hold-for-russia)

If the "era of silence" is ending in Russia, whether it will be replaced by an era of noise is another matter. It is worth remembering that, while support for Mr Putin's party United Russia fell by around a third in the recent (allegedly rigged) elections, it still won close to 50 per cent of the votes. A portrait of Russia's civil society - photo gallery 'The economy, stupid' To understand why Putin remains so popular when many outside Russia consider his regime to be oppressive and in some cases brutal, it is necessary to understand how much change his rule has brought since he came into power over a decade ago. Rupert D'Cruz, a lawyer at Littleton Chambers with extensive experience of working in Russia, says Mr Putin's popularity has to be seen in light of the chaos in Russia in the 1990s, after the end of the Soviet Union. While some exploited legal loopholes to get rich, others faced shortages and bread queues. Mr D'Cruz said: "It left a scar, a huge scar of chaos. And when President Putin came into power, what he promised and brought about was stability after that chaos. He came in and took control - and that's what he has traded on for the past 11 years and it's worked until recently because as Bill Clinton said or James Carville - it's the economy, stupid." While Russia's economy has done well because of high oil prices rather than policies, it is still a major factor in Mr Putin's favour. For many years he has enjoyed popularity ratings which leaders in the west could only dream of.

Economic growth guarantees Russian political stability 

ADOMANIS 2010 (Mark, degrees in Russian studies from both Harvard and Oxford, “Russia’s economy: still not collapsing!” April 21, http://trueslant.com/markadomanis/2010/04/21/russias-economy-still-not-collapsing/)

All of that being said, my personal opinions, and the opinions of any of the other over-excitable Western Russia analysts, don’t really matter. At all. I can stammer and stutter, or even wax eloquent, all I want about the profound incompetence and malevolence of the Kremlin, but if the Russian economy grows (even as a natural-resource remora of China) the Putin/Medvedev team will be entirely and completely secure. If Dima and Vlad can survive the international financial Krakatoa of 2008-09 almost totally unscathed they can survive virtually anything, much less the feeble protestations of nutcases such as Boris Nemtsov and Yulia Latynina.

Political instability causes a nuclear strike on the US

PRY 1999 (Peter Vincent, Former US Intelligence Operative, War Scare:  U.S.-Russia on the Nuclear Brink, netlibrary)
Russian internal troubles—such as a leadership crisis, coup, or civil war—could aggravate Russia’s fears of foreign aggression and lead to a miscalculation of U.S. intentions and to nuclear overreaction. While this may sound like a complicated and improbable chain of events, Russia’s story in the 1990s is one long series of domestic crises that have all too often been the source of nuclear close calls. The war scares of August 1991 and October 1993 arose out of coup attempts. The civil war in Chechnya caused a leadership crisis in Moscow, which contributed to the nuclear false alarm during Norway’s launch of a meteorological rocket in January 1995. Nuclear war arising from Russian domestic crises is a threat the West did not face, or at least faced to a much lesser extent, during the Cold War. The Russian military’s continued fixation on surprise-attack scenarios into the 1990s, combined with Russia’s deepening internal problems, has created a situation in which the United States might find itself the victim of a preemptive strike for no other reason than a war scare born of Russian domestic troubles. At least in nuclear confrontations of the 1950s–1970s—during the Berlin crisis, Cuban missile crisis, and 1973 Middle East war—both sides knew they were on the nuclear brink. There was opportunity to avoid conflict through negotiation or deescalation. The nuclear war scares of the 1980s and 1990s have been one-sided Russian affairs, with the West ignorant that it was in grave peril.

ECON: RUSSIA-CHINA

Russian economic decline causes Russia-China war

TRENIN 2002 (Dmitri, Deputy Director of the Carnegie Endowment for International Peace, Former Russian Officer, After Eurasia, pp 308-309)

Usually, there is no shortage of dire predictions concerning Russia’s ultimate fate.  In a characteristic exchange of views on the eve of the year 2000, a prominent Russian intellectual predicted Russia’s disintegration within 10 to 15 years.  His European counterpart’s vision of Russia was that of Muscovy west of the Urals, with Siberia under Chinese control.  The American scholar limited himself to the vision of a Sino-Russian war.  If a doomsday scenario were to become a reality, this would be the result of a major economic catastrophe.  If Russia became a loose confederation, its borderlands would gravitate in different directions, and governing Russia would require the art of managing these very different orientations.  In other words, Russia would still join the world, but it would do so in less than one piece.

Extinction

SHARAVIN 2001 (Alexander, Director of the Institute for Military and Political Analysis, What the Papers Say, Oct 3)

Now, a few words about the third type of war. A real military threat to Russia from China has not merely been ignored; it has been denied by Russia's leaders and nearly all of the political forces. Let's see some statistic figures at first. The territory of Siberia and the Russian Far East comprises 12,765,900 square kilometers (75% of Russia's entire area), with a population of 40,553,900 people (28% of Russia's population). The territory of China is 9,597,000 square kilometers and its population is 1.265 billion (which is 29 times greater than the population of Siberia and the Russian Far East). China's economy is among the fastest-growing economies in the world. It remains socialistic in many aspects, i.e. extensive and highly expensive, demanding more and more natural resources. China's natural resources are rather limited, whereas the depths of Siberia and the Russian Far East are almost inexhaustible. Chinese propaganda has constantly been showing us skyscrapers in free trade zones in southeastern China. It should not be forgotten, however, that some 250 to 300 million people live there, i.e. at most a quarter of China's population. A billion Chinese people are still living in misery. For them, even the living standards of a backwater Russian town remain inaccessibly high. They have absolutely nothing to lose. There is every prerequisite for "the final throw to the north." The strength of the Chinese People's Liberation Army (CPLA) has been growing quicker than the Chinese economy. A decade ago the CPLA was equipped with inferior copies of Russian arms from late 1950s to the early 1960s. However, through its own efforts Russia has nearly managed to liquidate its most significant technological advantage. Thanks to our zeal, from antique MiG-21 fighters of the earliest modifications and S-75 air defense missile systems the Chinese antiaircraft defense forces have adopted Su-27 fighters and S-300 air defense missile systems. China's air defense forces have received Tor systems instead of anti-aircraft guns which could have been used during World War II. The shock air force of our "eastern brethren" will in the near future replace antique Tu-16 and Il-28 airplanes with Su-30 fighters, which are not yet available to the Russian Armed Forces! Russia may face the "wonderful" prospect of combating the Chinese army, which, if full mobilization is called, is comparable in size with Russia's entire population, which also has nuclear weapons (even tactical weapons become strategic if states have common borders) and would be absolutely insensitive to losses (even a loss of a few million of the servicemen would be acceptable for China). Such a war would be more horrible than the World War II. It would require from our state maximal tension, universal mobilization and complete accumulation of the army military hardware, up to the last tank or a plane, in a single direction (we would have to forget such "trifles" like Talebs and Basaev, but this does not guarantee success either). Massive nuclear strikes on basic military forces and cities of China would finally be the only way out, what would exhaust Russia's armament completely. We have not got another set of intercontinental ballistic missiles and submarine-based missiles, whereas the general forces would be extremely exhausted in the border combats. In the long run, even if the aggression would be stopped after the majority of the Chinese are killed, our country would be absolutely unprotected against the "Chechen" and the "Balkan" variants both, and even against the first frost of a possible nuclear winter.

ECON: LIST
Russian weakness causes nuclear war, prolif, disease, terrorism, CBW use, world economic collapse, and US intervention
OLIKER AND CHARLICK-PALEY 2002 (Olga and Tanya, RAND Corporation Project Air Force, “Assessing Russia’s Decline,” www.rand.org/pubs/monograph_reports/MR1442/)

The preceding chapters have illustrated the ways in which Russia’s decline affects that country and may evolve into challenges and dangers that extend well beyond its borders. The political factors of decline may make Russia a less stable international actor and other factors may increase the risk of internal unrest. Together and separately, they increase the risk of conflict and the potential scope of other imaginable disasters. The trends of regionalization, particularly the disparate rates of economic growth among regions, combined with the politicization of regional economic and military interests, will be important to watch. The potential for locale, or possibly ethnicity, to serve as a rallying point for internal conflict is low at present, but these factors have the potential to feed into precisely the cycle of instability that political scientists have identified as making states in transition to democracy more likely to become involved in war. These factors also increase the potential for domestic turmoil, which further increases the risk of international conflict, for instance if Moscow seeks to united a divided nation and/or demonstrate globally that its waning power remains something to be reckoned with. Given Russia’s conventional weakness, an increased risk of conflict carries with it an increased risk of nuclear weapons use, and Russia’s demographic situation increases the potential for a major epidemic with possible implications for Europe and perhaps beyond. The dangers posed by Russia’s civilian and military nuclear weapons complex, aside from the threat of nuclear weapons use, create a real risk of proliferation of weapons or weapons materials to terrorist groups, as well as perpetuating an increasing risk of accident at one of Russia’s nuclear power plants or other facilities. These elements touch upon key security interests, thus raising serious concerns for the United States. A declining Russia increases the likelihood of conflict—internal or otherwise—and the general deterioration that Russia has in common with “failing” states raises serious questions about its capacity to respond to an emerging crisis. A crisis in large, populous, and nuclear-armed Russia can easily affect the interests of the United States and its allies. In response to such a scenario, the United States, whether alone or as part of a larger coalition, could be asked to send military forces to the area in and around Russia. This chapter will explore a handful of scenarios that could call for U.S. involvement. A wide range of crisis scenarios can be reasonably extrapolated from the trends implicit in Russia’s decline. A notional list includes: Authorized or unauthorized belligerent actions by Russia troops in trouble-prone Russian regions or in neighboring states could lead to armed conflict. Border clashes with China in the Russian Far East or between Russia and Ukraine, the Baltic states, Kazakhstan, or another neighbor could escalate into interstate combat. Nuclear-armed terrorists based in Russia or using weapons or materials diverted from Russian facilities could threaten Russia, Europe, Asia, or the United States. Civil war in Russia could involve fighting near storage sties for nuclear, chemical, or biological weapons and agents, risking large-scale contamination and humanitarian disaster. A nuclear accident at a power plant or facility could endanger life and health in Russia and neighboring states. A chemical accident at a plant or nuclear or nuclear-related facility could endanger life and health in Rusisa and neighboring states. Ethnic pogrom in south Russia could force refugees into Georgia, Azerbaijan, Armenia, and/or Ukraine. Economic and ethnic conflicts in Caucasus could erupt into armed clashes, which would endanger oil and gas pipelines in the region. A massive ecological disaster such as an earthquake, famine, or epidemic could spawn refugees and spread illness and death across borders. An increasingly criminalized Russian economy could create a safe haven for crime or even terrorist-linked groups. From this base, criminals, drug traders, and terrorists could threaten the people and economies of Europe, Asia, and the United States. Accelerated Russian weapons and technology sales or unauthorized diversion could foster the proliferation of weapons and weapon materials to rogue states and nonstate terrorist actors, increasing the risk of nuclear war.
Russian economic collapse causes prolif, terrorism, pandemics, environmental collapse and nuke war

DAVID 99 (Steven, Professor of Political Science at Johns Hopkins, Foreign Affairs, Jan/Feb)

If internal war does strike Russia, economic deterioration will be a prime cause. From 1989 to the present, the GDP has fallen by 50 percent. In a society where, ten years ago, unemployment scarcely existed, it reached 9.5 percent in 1997 with many economists declaring the true figure to be much higher. Twenty-two percent of Russians live below the official poverty line (earning less than $ 70 a month). Modern Russia can neither collect taxes (it gathers only half the revenue it is due) nor significantly cut spending. Reformers tout privatization as the country's cure-all, but in a land without well-defined property rights or contract law and where subsidies remain a way of life, the prospects for transition to an American-style capitalist economy look remote at best. As the massive devaluation of the ruble and the current political crisis show, Russia's condition is even worse than most analysts feared. If conditions get worse, even the stoic Russian people will soon run out of patience. A future conflict would quickly draw in Russia's military. In the Soviet days civilian rule kept the powerful armed forces in check. But with the Communist Party out of office, what little civilian control remains relies on an exceedingly fragile foundation -- personal friendships between government leaders and military commanders. Meanwhile, the morale of Russian soldiers has fallen to a dangerous low. Drastic cuts in spending mean inadequate pay, housing, and medical care. A new emphasis on domestic missions has created an ideological split between the old and new guard in the military leadership, increasing the risk that disgruntled generals may enter the political fray and feeding the resentment of soldiers who dislike being used as a national police force. Newly enhanced ties between military units and local authorities pose another danger. Soldiers grow ever more dependent on local governments for housing, food, and wages. Draftees serve closer to home, and new laws have increased local control over the armed forces. Were a conflict to emerge between a regional power and Moscow, it is not at all clear which side the military would support. Divining the military's allegiance is crucial, however, since the structure of the Russian Federation makes it virtually certain that regional conflicts will continue to erupt. Russia's 89 republics, krais, and oblasts grow ever more independent in a system that does little to keep them together. As the central government finds itself unable to force its will beyond Moscow (if even that far), power devolves to the periphery. With the economy collapsing, republics feel less and less incentive to pay taxes to Moscow when they receive so little in return. Three-quarters of them already have their own constitutions, nearly all of which make some claim to sovereignty. Strong ethnic bonds promoted by shortsighted Soviet policies may motivate non-Russians to secede from the Federation. Chechnya's successful revolt against Russian control inspired similar movements for autonomy and independence throughout the country. If these rebellions spread and Moscow responds with force, civil war is likely. Should Russia succumb to internal war, the consequences for the United States and Europe will be severe. A major power like Russia -- even though in decline -- does not suffer civil war quietly or alone. An embattled Russian Federation might provoke opportunistic attacks from enemies such as China. Massive flows of refugees would pour into central and western Europe. Armed struggles in Russia could easily spill into its neighbors. Damage from the fighting, particularly attacks on nuclear plants, would poison the environment of much of Europe and Asia. Within Russia, the consequences would be even worse. Just as the sheer brutality of the last Russian civil war laid the basis for the privations of Soviet communism, a second civil war might produce another horrific regime. Most alarming is the real possibility that the violent disintegration of Russia could lead to loss of control over its nuclear arsenal. No nuclear state has ever fallen victim to civil war, but even without a clear precedent the grim consequences can be foreseen. Russia retains some 20,000 nuclear weapons and the raw material for tens of thousands more, in scores of sites scattered throughout the country. So far, the government has managed to prevent the loss of any weapons or much material. If war erupts, however, Moscow's already weak grip on nuclear sites will slacken, making weapons and supplies available to a wide range of anti-American groups and states. Such dispersal of nuclear weapons represents the greatest physical threat America now faces. And it is hard to think of anything that would increase this threat more than the chaos that would follow a Russian civil war.

ECON: NUKE WAR
Russian economic collapse causes nuclear war

BLAIR AND GADDY 1999 (Bruce Blair is a senior fellow and Clifford Gaddy a fellow in the Brookings Foreign Policy Studies program, Brookings Review, Summer)
Western policymakers appear not to recognize that the fate of Russia’s economy is neither exclusively Russia’s problem nor exclusively an economic problem. Although Russia, with its nearly $200 billion of foreign debt, still has the ability to shake global financial markets—and likely will do so—the unquestionably bigger threat posed by its weak economy concerns national security. Russia’s economic woes increase the nuclear threat to the United States.

Russian economic decline causes nuclear war

RUDDY 99 (Christopher, newsmax Russia expert, march 12, http://www.newsmax.com/articles/?a=1999/3/12/53227)
The collapse of Russia's economy greatly increased the chances of war with the West. With 29 times Finland's population, Russia's budget barely matches theirs. According to news reports, millions of ordinary Russians are now struggling just to stay alive, selling family heirlooms and chopping up their furniture for kindling. Russia's political leaders and economic czars, of course, will never admit that they and their failed totalitarian system are responsible for this widespread misery, and increasingly the West is being blamed. This is particularly dangerous, because despite economic desperation, Russia continues is still a nuclear superpower. Victor Olove, director of Moscow's Center for Policy Studies, told the Los Angeles Times, "People who have nuclear warheads in their hands have not gotten their salaries for three or four months and are literally hungry."

Collapse of Russian development threatens prolif, terrorism, and nuclear war

COHEN 2001 (Stephen, Prof of Russian Studies at NYU, June 7, http://www.thenation.com/doc.mhtml?i=20010625&c=1&s=cohen)
In these and other ways, Russia has been plunging back into the nineteenth century. And, as a result, it has entered the twenty-first century with its twentieth-century systems of nuclear maintenance and control also in a state of disintegration. What does this mean? No one knows fully because nothing like this has ever happened before in a nuclear country. But one thing is certain: Because of it, we now live in a nuclear era much less secure than was the case even during the long cold war. Indeed, there are at least four grave nuclear threats in Russia today: § There is, of course, the threat of proliferation, the only one generally acknowledged by our politicians and media--the danger that Russia's vast stores of nuclear material and know-how will fall into reckless hands. § But, second, scores of ill-maintained Russian reactors on land and on decommissioned submarines--with the destructive capacity of nuclear weapons--are explosions waiting to happen. § Third, also for the first time in history, there is a civil war in a nuclear land--in the Russian territory of Chechnya, where fanatics on both sides have threatened to resort to nuclear warfare. § And most immediate and potentially catastrophic, there is Russia's decrepit early-warning system. It is supposed to alert Moscow if US nuclear missiles have been launched at Russia, enabling the Kremlin to retaliate immediately with its own warheads, which like ours remain even today on hairtrigger alert. The leadership has perhaps ten to twenty minutes to evaluate the information and make a decision. That doomsday warning system has nearly collapsed--in May, a fire rendered inoperable four more of its already depleted satellite components--and become a form of Russian nuclear roulette, a constant danger of false alarms and accidental launches against the United States. How serious are these threats? In the lifetime of this graduating class, the bell has already tolled at least four times. In 1983 a Soviet Russian satellite mistook the sun's reflection on a cloud for an incoming US missile. A massive retaliatory launch was only barely averted. In 1986 the worst nuclear reactor explosion in history occurred at the Soviet power station at Chernobyl. In 1995 Russia's early-warning system mistook a Norwegian research rocket for an American missile, and again a nuclear attack on the United States was narrowly averted. And just last summer, Russia's most modern nuclear submarine, the Kursk, exploded at sea. Think of these tollings as chimes on a clock of nuclear catastrophe ticking inside Russia. We do not know what time it is. It may be only dawn or noon. But it may already be dusk or almost midnight. The only way to stop that clock is for Washington and Moscow to acknowledge their overriding mutual security priority and cooperate fully in restoring Russia's economic and nuclear infrastructures, most urgently its early-warning system. Meanwhile, all warheads on both sides have to be taken off high-alert, providing days instead of minutes to verify false alarms. And absolutely nothing must be done to cause Moscow to rely more heavily than it already does on its fragile nuclear controls.

Russian economic collapse causes nuclear war and environmental collapse

OLIKER AND CHARLICK-PALEY 2002 (Olga and Tanya, RAND Corporation Project Air Force, “Assessing Russia’s Decline,” www.rand.org/pubs/monograph_reports/MR1442/)

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.

ECON: ACCIDENTS

Russian economic collapse causes accidental nuclear war

FORDEN 2001 (Geoffrey, senior research fellow at the Security Studies Program at MIT, Policy Analysis, May 3)

Because of that need, Russia’s continuing economic difficulties pose a clear and increasing danger to itself, the world at large, and the United States in particular.  Russia no longer has the working fleet of early-warning satellites that reassured its leaders that they were not under attack during the most recent false alert—in 1995 when a scientific research rocket, launched from Norway was, for a short time, mistaken for a U.S. nuclear launch.  With decaying satellites, the possibility exists that, if a false alert occurs again, Russia might launch its nuclear-tipped missiles.

This would kill billions of people
PR NEWSWIRE 4-29-98

An 'accidental' nuclear attack would create a public health disaster of an unprecedented scale, according to more than 70 articles and speeches on the subject, cited by the authors and written by leading nuclear war experts, public health officials, international peace organizations, and legislators. Furthermore, retired General Lee Butler, Commander from 1991-1994 of all U.S. Strategic Forces under former Chairman of the Joint Chiefs of Staff, General Colin Powell, has warned that from his experience in many "war games" it is plausible that such an attack could provoke a nuclear counterattack that could trigger full-scale nuclear war with billions of casualties worldwide.

Even a moderate scenario for accidental launch would kill billions and cause global disease spread

FORROW ET AL 1998 (Lachlan Forrow, Bruce G Blair, Ira Helfand, George Lewis, et al, Author Affiliation: From the Division of Gencral Medicine and Primary Care, Beth Israel Deaconess Medical Center and Harvard Medical School, (L.F.); the Brookings Institution, Washington, D.C. (B.G.B.); Physicians for Social Responsibility, (I.H.); Massachusetts Institute of Technology, (G.L., TP); the Department of Epidemiology and Social Medicine, Montefiore Medical Center and Albert Einstein College of Medicine, (VS.); Barry S. Levy Associates and Tufts University School of Medicine, (B.S.L.); the Department of Radiology and the Center for International Security and Arms Control, Stanford University, (H.A.); and Mount Sinai School of Medicine; New England Journal of Medicine, April 30)
A missile launch activated by false warning is thus possible in both U.S. and Russian arsenals. For the reasons noted above, an accidental Russian launch is currently considered the greater risk. Several specific scenarios have been considered by the Ballistic Missile Defense Organization of the Department of Defense.31 We have chosen to analyze a scenario that falls in the middle range of the danger posed by an accidental attack: the launch against the United States of the weapons on board a single Russian Delta-IV ballistic-missile submarine, for two reasons. First, the safeguards against the unauthorized launch of Russian submarine-based missiles are weaker than those against either silo-based or mobile land-based rockets, because the Russian general staff cannot continuously monitor the status of the crew and missiles or use electronic links to override unauthorized launches by the crews. Second, the Delta-IV is and will remain the mainstay of the Russian strategic submarine fleet.27,32,33 Delta-IV submarines carry 16 missiles. Each missile is armed with four 100-kt warheads and has a range of 8300 km, which is sufficient to reach almost any part of the continental United States from typical launch stations in the Barents Sea.34,ss These missiles are believed to be aimed at "soft" targets, usually in or near American cities, whereas the more accurate silo-based missiles would attack U.S. military installations.36 Although a number of targeting strategies are possible for any particular Delta-IV, it is plausible that two of its missiles are assigned to attack war-supporting targets in each of eight U.S. urban areas. If 4 of the 16 missiles failed to reach their destinations because of malfunctions before or after the launch, then 12 missiles carrying a total of 48 warheads would reach their targets. POTENTIAL CONSEQUENCES OF A NUCLEAR ACCIDENT We assume that eight U.S. urban areas are hit: four with four warheads and four with eight warheads. We also assume that the targets have been selected according to standard military priorities: industrial, financial, and transportation sites and other components of the infrastructure that are essential for supporting or recovering from war. Since lowaltitude bursts are required to ensure the destruction of structures such as docks, concrete runways, steel-reinforced buildings, and underground facilities, most if not all detonations will cause substantial early fallout. Physical Effects Under our model, the numbers of immediate deaths are determined primarily by the area of the "superfires" that would result from a thermonuclear explosion over a city. Fires would ignite across the exposed area to roughly 10 or more calories of radiant heat per square centimeter, coalescing into a giant firestorm with hurricane-force winds and average air temperatures above the boiling point of water. Within this area, the combined effects of superheated wind, toxic smoke, and combustion gases would result in a death rate approaching 100 percent.3' For each 100-kt warhead, the radius of the circle of nearly 100 percent short-term lethality would be 4.3 km (2.7 miles), the range within which 10 cal per square centimeter is delivered to the earth's surface from the hot fireball under weather conditions in which the visibility is 8 km (5 miles), which is low for almost all weather conditions. We used Census CD to calculate the residential population within these areas according to 1990 U.S. Census data, adjusting for areas where circles from different warheads overlapped.38 In many urban areas, the daytime population, and therefore the casualties, would be much higher. Fallout The cloud of radioactive dust produced by lowaltitude bursts would be deposited as fallout downwind of the target area. The exact areas of fallout would not be predictable, because they would depend on wind direction and speed, but there would be large zones of potentially lethal radiation exposure. With average wind speeds of 24 to 48 km per hour (15 to 30 miles per hour), a 100-kt low-altitude detonation would result in a radiation zone 30 to 60 km (20 to 40 miles) long and 3 to 5 km (2 to 3 miles) wide in which exposed and unprotected persons would receive a lethal total dose of 600 rad within six hours.39 With radioactive contamination of food and water supplies, the breakdown of refrigeration and sanitation systems, radiation-induced immune suppression, and crowding in relief facilities, epidemics of infectious diseases would be likely.40 Deaths Table 1 shows the estimates of early deaths for each cluster of targets in or near the eight major urban areas, with a total of 6,838,000 initial deaths. Given the many indeterminate variables (e.g., the altitude of each warhead's detonation, the direction of the wind, the population density in the fallout zone, the effectiveness of evacuation procedures, and the availability of shelter and relief supplies), a reliable estimate of the total number of subsequent deaths from fallout and other sequelae of the attack is not possible. With 48 explosions probably resulting in thousands of square miles of lethal fallout around urban areas where there are thousands of persons per square mile, it is plausible that these secondary deaths would outnumber the immediate deaths caused by the firestorms. Medical Care in the Aftermath Earlier assessments have documented in detail the problems of caring for the injured survivors of a nuclear attack: the need for care would completely overwhelm the available health care resources.1-5,41 Most of the major medical centers in each urban area lie within the zone of total destruction. The number of patients with severe burns and other critical injuries would far exceed the available resources of all critical care facilities nationwide, including the country's 1708 beds in burn-care units (most of which are already occupied).42 The danger of intense radiation exposure would make it very difficult for emergency personnel even to enter the affected areas. The nearly complete destruction of local and regional transportation, communications, and energy networks would make it almost impossible to transport the severely injured to medical facilities outside the affected area. After the 1995 earthquake in Kobe, Japan, which resulted in a much lower number of casualties (6500 people died and 34,900 were injured) and which had few of the complicating factors that would accompany a nuclear attack, there were long delays before outside medical assistance arrived.41 FROM DANGER TO PREVENTION Public health professionals now recognize that many, if not most, injuries and deaths from violence and accidents result from a predictable series of events that are, at least in principle, preventable.44,45 The direct toll that would result from an accidental nuclear attack of the type described above would dwarf all prior accidents in history. Furthermore, such an attack, even if accidental, might prompt a retaliatory response resulting in an all-out nuclear exchange. The World Health Organization has estimated that this would result in billions of direct and indirect casualties worldwide.4

ECON: NATIONALISM

Economic collapse causes nationalist takeover

FRIEDLANDER 2009 (Monica, “Black Leather Pragmatist,” UC Berkeley College of Letters and Science, Jowitt is Professor Emeritus of Political Science Ken Jowitt, http://www.ias.berkeley.edu/node/351)

Instead, quite the opposite may be true, Jowitt cautioned. Far from becoming more democratic, Russia could fall prey to what he described as “rage-filled, anti-Western” forces” who could take power in a crisis. And leadership that comes out of a crisis, he said, is always unpredictable. “The threat to Russian stability today comes from the inside,” Jowitt said. “If the Russian economy collapses … we might be in a situation where we see the appearance of nihilistic ideologies and movements clustered around leaders trying to form an alliance with parts of the Russian military.” The result of such developments, Jowitt concluded, would be a far less palatable alternative to Putin’s rule. “In light of the economic recession and what Russia is today and what it is not, a state mercantilistic Russia led by non-ideological Putin may not be the optimal political outcome for Russia. But in 2009, it’s not at all a bad second-best.” 

Economic collapse causes nationalism and undermines democracy

BLAIR AND GADDY 1999 (Bruce Blair is a senior fellow and Clifford Gaddy a fellow in the Brookings Foreign Policy Studies program, Brookings Review, Summer)
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.

Ends the world

ISRAELYAN 1998 (Victor, For almost 50 years, Victor Israelyan was a Soviet ambassador, diplomat, arms control negotiator, and leading political scientistWashington Quarterly, Winter)

The first and by far most dangerous possibility is what I call the power scenario. Supporters of this option would, in the name of a "united and undivided Russia," radically change domestic and foreign policies. Many would seek to revive a dictatorship and take urgent military steps to mobilize the people against the outside "enemy." Such steps would include Russia's denunciation of the commitment to no-first-use of nuclear weapons; suspension of the Strategic Arms Reduction Treaty (START) I and refusal to ratify both START II and the Chemical Weapons Convention; denunciation of the Biological Weapons Convention; and reinstatement of a full-scale armed force, including the acquisition of additional intercontinental ballistic missiles with multiple warheads, as well as medium- and short-range missiles such as the SS-20. Some of these measures will demand substantial financing, whereas others, such as the denunciation and refusal to ratify arms control treaties, would, according to proponents, save money by alleviating the obligations of those agreements. In this scenario, Russia's military planners would shift Western countries from the category of strategic partners to the category of countries representing a threat to national security. This will revive the strategy of nuclear deterrence -- and indeed, realizing its unfavorable odds against the expanded NATO, Russia will place new emphasis on the first-use of nuclear weapons, a trend that is underway already. The power scenario envisages a hard-line policy toward the CIS countries, and in such circumstances the problem of the Russian diaspora in those countries would be greatly magnified. Moscow would use all the means at its disposal, including economic sanctions and political ultimatums, to ensure the rights of ethnic Russians in CIS countries as well as to have an influence on other issues. Of those means, even the use of direct military force in places like the Baltics cannot be ruled out. Some will object that this scenario is implausible because no potential dictator exists in Russia who could carry out this strategy. I am not so sure. Some Duma members -- such as Victor Antipov, Sergei Baburin, Vladimir Zhirinovsky, and Albert Makashov, who are leading politicians in ultranationalistic parties and fractions in the parliament -- are ready to follow this path to save a "united Russia." Baburin's "Anti-NATO" deputy group boasts a membership of more than 240 Duma members. One cannot help but remember that when Weimar Germany was isolated, exhausted, and humiliated as a result of World War I and the Versailles Treaty, Adolf Hitler took it upon himself to "save" his country. It took the former corporal only a few years to plunge the world into a second world war that cost humanity more than 50 million lives. I do not believe that Russia has the economic strength to implement such a scenario successfully, but then again, Germany's economic situation in the 1920s was hardly that strong either. Thus, I am afraid that economics will not deter the power scenario's would-be authors from attempting it. Baburin, for example, warned that any political leader who would "dare to encroach upon Russia" would be decisively repulsed by the Russian Federation "by all measures on heaven and earth up to the use of nuclear weapons." n10 In autumn 1996 Oleg Grynevsky, Russian ambassador to Sweden and former Soviet arms control negotiator, while saying that NATO expansion increases the risk of nuclear war, reminded his Western listeners that Russia has enough missiles to destroy both the United States and Europe. n11 Former Russian minister of defense Igor Rodionov warned several times that Russia's vast nuclear arsenal could become uncontrollable. In this context, one should keep in mind that, despite dramatically reduced nuclear arsenals -- and tensions -- Russia and the United States remain poised to launch their missiles in minutes. I cannot but agree with Anatol Lieven, who wrote, "It may be, therefore, that with all the new Russian order's many problems and weaknesses, it will for a long time be able to stumble on, until we all fall down together." n12 There are signs indicating that this scenario is emerging. The new military doctrine has actually reversed the pledge never to use nuclear weapons first. Earlier this year, Ivan Rybkin, secretary of Russia's Security Council, said, "Everyone must know that in case of a direct challenge our response will be fully fledged, and we are to choose the use of means." n13 Later, in an interview, he said that parliamentary ratification of START II has become "almost impossible." n14 The Duma has again postponed the ratification of the Chemical Weapons Convention, and Russian military planners are claiming that the only feasible military response to NATO expansion is the redeployment of Russian tactical nuclear weapons closer to Russia's borders.
ECON: NUKE RELIANCE

Economic decline increases nuclear reliance

BLAIR AND GADDY 1999 (Bruce Blair is a senior fellow and Clifford Gaddy a fellow in the Brookings Foreign Policy Studies program, Brookings Review, Summer)
But even a comprehensive nuclear stand-down falls short over the long run.As long as Russia remains mired in economic, political, and military despair, the nuclear threat will continue. Russia will not be able to reduce its reliance on nuclear weapons until it can afford an adequate conventional military force. It will not be able to ensure control over its nuclear weapons and materials until it has a strong state, one based on a healthy economy and a civil society. The West’s vital stakes in this process of nation-building have not diminished, despite all the failures and frustrations of the past decade. If anything, those stakes have grown—as have the cost and effort needed to stabilize and transform Russia.

ECON: WORLD ECONOMY
Russia is key to the world economy

DELANEY 1-26-2011 (Martin, “Russia: The Wild East,” Investment And Pensions Europe)

However, many would argue they are wrong. "There are important reforms going on in Russia at the moment," explains Vladimir Kirillov, chief executive of TKB BNP Paribas Investment Partners. "You are seeing a reform of the social security system, ongoing reform in the pension system and a significant decrease in the burdens on small and medium-sized enterprises." Beyond the reform programme the fundamentals remain sound - despite the ongoing fall-out from the global economic crisis. According to Franklin Templeton Investm ents' latest Market Perspectives note, while the Russian economy contracted by 7.9% in 2009, it is forecast to grow by 4% in 2010 - and 4.3% in 2011. By the end of September 2010 Russian equities had more than doubled since they bottomed in January 2009. For October alone, the Russian equity market reported a rise of 5.7%. The Russian economy continues to stabilise, with unemployment falling substantially since the beginning of the year and retail sales and disposable income have increasing. The oil price remains relatively buoyant at just below $85 per barrel - well above the oft-cited $55-$60 range that Russia needs for its economy to break even. "This means that the Russian government will be able to run lower budget deficits this year and next, which in turn should mitigate inflationary pressure and prove supportive for the ruble as it will limit the rate of money supply growth," notes Michael Kart, managing partner at Marshall Spectrum, the Moscow-based emerging markets equity manager specialising in Russia and CIS. Concerns remain about the impact of the recent drought and wildfires, particularly on the agricultural sector, but the general trend of the markets and the economy is upwards. As the western markets falter, those in the emerging markets will continue to be the "the engine spurring the world's growth over the next years", explains Kart. "Russia as the world's main storehouse of raw materials will provide the necessary fuel for that. If we take a look at the country within the BRIC context, we would notice that the country has by far more natural resources, a more educated population, a higher proportion of the middle-class, a strong macroeconomic framework, a better track record - and it is cheaper." And this is the key: on virtually any metric Russia offers potentially better opportunities than most other emerging markets. Kart remains convinced the country offers investors a multitude of opportunities. "Contrary to popular belief, Russia, according to various studies performed by institutions such as World Bank and the IMF, compares well with its peers on metrics like ease of doing business, market size, transparency, infrastructure, penetration, dividend yield, and return on equity," he insists. That is a bold statement to make, but one echoed by fund managers and investment analysts based in Moscow. "The people who are able to identify and manage the risks should be able to benefit from the low multiples when the overall perception of Russia improves," says Dimitri Kryukov, founder and CIO of Verno Investment Management, which runs the Verno Russia fund. "Russia looks particularly interesting as it is one of the cheapest major markets in the world, supported by broad-based GDP and EPS growth, sound macro fundamentals and relatively high commodity prices," agrees Marcus Svedberg, chief economist at East Capital. "Russian WTO membership, which seems more realistic than ever, would be a positive trigger that is not yet priced in by the market. A steady stream of IPOs absorbed liquidity and Russia has underperformed other emerging markets in 2010 and is still 40% below its pre-crisis peak. We believe this is a good entry point." Matthias Siller, co-manager of the Baring Russia fund, says that one can find opportunities to make money work harder than in other places as long as you are there on the ground. "The finance and consumer-related sectors offer much higher returns on capital than you would find in other markets in Europe - and that has never been more pronounced than now," he says. "These sectors in Russia will only get bigger." The emergent middle class and an ancillary increase in consumer demand are fuelling an unparalleled period of expansion. And, in spite of rumbling concerns about its relations with its neighbours, Russia's government remains relatively stable. Expected presidential elections in 2012 are likely to see a smooth handover of power - although doubts grow as to whether Putin will be able to reclaim the top job. "Russia's political risk is different [to that of other emerging markets]," explains Hugo Bain, senior investment manager of the Pictet Russian Equities fund. "For example, in Turkey the political risk is top-down, but in Russia it is more focused at the company and sector level. Clearly there is political involvement in certain sectors and companies, and sometimes that does make investing in Russia quite opaque. You learn to live with it." Yet in spite of a general consensus that Russia offers one of the investment opportunities of the decade, there remain good reasons why valuations are so low. Claude Tiramani, manager of Lutetia Capital's Emerging Opportunities fund, points out that infrastructure spending as a percentage of GDP has declined from 40% in the 1970s to just 20% today. The dependence of the economy on the oil and gas sectors is also a worry (see further article in this section) - although the government is making a concerted effort to diversify its tax revenues. Moves to establish a broader economy have led to investments into agriculture and the development of the banking sector. Concerns around corporate governance and corruption are valid - exemplified by the Yukos affair. In its 2010 Corruption Perceptions Index, Transparency International, the anti-corruption group, ranked Russia at 2.1 on a scale of 1-10 where 10 represents "very clean". The other BRIC nations, China, India and Brazil, all scored 3.5, 3.3 and 3.7 respectively. By way of comparison, the US and the UK scored 7.1 and 7.6 respectively. The owner of the UK's Independent and Evening Standard newspapers, Alexander Lebedev, whose Moscow investment bank was recently raided by secret service agents, recently claimed Russians pay $300bn a year in bribes - almost a quarter of the country's GDP. He has categorically denied any wrongdoing himself. Ultimately, however, many of those based in Moscow say they read about a country in the press that they simply do not recognise. "I don't want to sound like an apologist, but Russia does receive a biased press," argues David Thornton, fund manager of the Matrix New Europe fund. "They have a complete blind spot in their reporting of Russia." Even investors into Yukos could still have made money - despite the state's tax levy. "From the first signs of trouble in July 2003," explains Dimitri Kryukov at the Verno Russia fund, "Yukos still managed to post a high in April 2004 - nine months after the trouble first emerged. Investors who had done their homework would still have been able to protect their capital." In essence, his comments represent a good first lesson for investors seeking opportunities in Russia: with an understanding of the situation and insight into the risks posed by the BRIC nation, the country offers superlative investment returns. Russia may be viewed as the wild east of the BRIC nations, but now is the time that the great fortunes of the future are being made.

Russian economic downturn will disrupt the world economy

COOPER 2008 (William, Congressional Research Service Specialist in International Trade and Finance Foreign Affairs, Defense, and Trade Division, “Russia’s Economic Performance and Policies and Their Implications for the United States,” May 30, http://www.fas.org/sgp/crs/row/RL34512.pdf)
The greater importance of Russia’s economic policies and prospects to the United States lie in their indirect effect on the overall economic and political environment in which the United States and Russia operate. From this perspective, Russia’s continuing economic stability and growth can be considered positive for the United States. Because financial markets are interrelated, chaos in even some of the smaller economies can cause uncertainty throughout the rest of the world. Such was the case during Russia’s financial meltdown in 1998. Promotion of economic stability in Russia has been a basis for U.S. support for Russia’s membership in international economic organizations, including the International Monetary Fund (IMF), the World Bank, and the World Trade Organization (WTO). As a major oil producer and exporter, Russia influences world oil prices that affect U.S. consumers.

Russian economic collaspe would destroy the world economy

AUSTRALIAN FINANCIAL REVIEW 2000 (“Does Russia Matter?” Jan 8, Lexis)
As a big debtor nation, Russia’s ability to meet its financial obligations also matters to world markets – as the Russian rouble’s collapse and accompanying loan default in August 1998 starkly revealed. The crisis raised fears of a domino effect across emerging markets that could ultimately push the global economy into recession. That, in the end, didn’t occur. But an economist specialising in Russia at the European Bank for Reconstruction and Development, Ivan Szegvari, says the confidence of international investors in emerging markets, and in transitional economies as a whole, is affected by what happens in Russia. In addition, Russia remains one of the most important clients of international financial institutions such as the International Monetary Fund. “These organisations are the major players in the whole institutional set-up of the world economy – and they are strongly preoccupied with what happens in Russia,” says Szegvari. “What happens in Russia has, and will have, a large impact on the credibility of these institutions… “So I see many, not directly economic, issues which makes me say that Russia’s importance for the rest of the world is incomparably more than the current size of its GDP should suggest.”

A2: RUSSIAN DUTCH DISEASE

High GDP ensures increased productivity and lowered inflation

Bentley 08– Moscow News business editor (Ed “Russia’s Roaring Economy not out of the Forest” Moscow News 06/06/2006 http://www.themoscownews.com/business/20080606/55331949.html ajones)

GDP and growth 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
No Russian Dutch disease 

RT 11 (“The Russian economy and its oil,” 5/24, http://rt.com/business/news/russia-economy-oil-rpice)//mat
RT: What is the best way the government can diversify the economy and at the same time take advantage of the energy resources that it has? SD: “Well that’s a slightly different question. The answer to that is very simple. If you are endowed with significant natural resources, one way how you diversify your economy, if this is still the core of your economy, the core of your wealth, the way you diversify and the way you make the economy more diversified is by creating more value added. So I think the clear sort of strategic goal that the Russian government should pursue is increasing the degree of refining of, for example, for oil. So instead of selling simple vacuum gas oil, maybe fuel oil, which is subsequently being refined into high value added products in the west, you build these refining complexes here. Instead of burning associated gas, for example, you create petrochemical refining complexes which process it into various liquefied gas, and various associated petrochemical products, and you export that. So, I don’t think it is fair to say that, ok if you have a natural resource driven economy, you are in a bad situation. I mean Australia has a natural resource driven economy, and so does Canada, and so does Norway, but there are always ways, if you think about things to create value to make it more diversified, and the more you add value, the more added value is in the product you sell the less vulnerable you are to commodity price swings. Because commodity price swings affect, fir4st and foremost, the raw natural resources, and to a much lesser degree they affect the final product. So we all know how much the oil price changes every day, but the price per tonne of rubber or plastic or certain petrochemical specialized products doesn’t change that often. It’s subject to much more longer term contracts. And if you go from producing gas to also producing electricity, that doesn’t change daily, it’s not as volatile. So there are different ways, I think, how you can diversify the economy, and simply make Russia, instead of raw material exporter, into a high quality, high value added energy exporter. In different types of energy, and different types of resources, as your final product. And that I think is the only kind of reasonable diversification strategy.” RT Do you think Russia has Dutch disease and how does energy reliance work in Russia with the import competing sector? SD: “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.” RT: How open is the Russian energy sector to foreign investment? SD: “It’s both open and closed.I think it is fairly open to larger strategic deals.We have seen BP-Rosneft deal, which although it has been declined, for the time being, on technical grounds, and it didn’t happen, the fact that both sides wanted to do it, that the Russian government was willing to receive that investment, and BP was willing to make it, I think it is a big testament to how open the industry is for business.Total bought a big stake in Novatek, there are certain PSAs which continue to operate.If they went through difficult times, but both Sakhalin 1 and Sakhalin 2 are producing energy and making money off it.So on the one hand it is open, on the other hand it clearly has become much more concentrated among the top players, so if you look beyond that, there are various laws on participation in the Russian oil and gas sector, and, in general, if you are an up and coming western company that wants to come in and develop the Russian reserves, I think you would have a problem unless you are a global major that can bring something to the table with technology with capital etc, then I think it is fairly open.So, I think it is more open than many many other emerging markets in the world.I would say that for big companies it is fairly open, for small and mid sized companies it is fairly difficult, simply because the industry has become a lot more concentrated in recent years.” RT: Do you think energy prices will remain about where they are for the short to medium term, and what does this mean for the Russian economy? SD: “Well we went through the period two years ago when the oil went from $90/bbl to $150/bbl down to $30/bbl, and for every price level there was an absolutely credible explanation why this is the right price level.So I really have no idea what the oil price will be in the future.The various research suggest that the price of about $60-$80/bbl makes production of oil economical for most of the producers – so if it drops below $60 a lot of people would have to stop production because they would begin to lose money – and at a price of about $80/bbl everyone is making a reasonable margin for them to continue doing it – so I think we should probably see the oil price gradually weakening a little bit to where it was before the latest rally.And speaking about Russia $75-$80/bbl would give the government more or less a balanced budget and more or less kind of stable existence for one or two years, but I think the way the social expenditures, and the way the budget expenditures have been growing – that pace of growth would not be sustainable with the $80 barrel of oil.So, $75-$80 is OK to balance the budget one or two years – maybe borrow money a little bit externally – going forward, I haven’t done this calculation, but there have been some analysts who have done the math, and it seems that every year Russia would need an oil price of about $5-$10 dollars per year higher to meet the rising budget expenditures.”
Russia shows no sign of de-industrialization - no Dutch disease 

Dobrynskaya & Turkish ’09 – PhD Candidate in Finance @ LSE & Center of Development at the Organization of Economic Cooperation and Development (Victoria and Edouard, “ Is Russia Sick with the Dutch Disease?” CEPII, http://www.cepii.fr/anglaisgraph/workpap/summaries/2009/wp2009-20.htm)

The fear that the Russian economy may become too dependent on the energy sector and not sufficiently diversified has influenced monetary policy over the last ten years. This policy was aimed at preventing the nominal appreciation of the rouble in order to maintain industrial competitiveness. In this paper, using Rosstat and CHELEM databases, we study whether Russia suffered the Dutch disease in 1999-2007. We do find some symptoms of it in Russia: there was a strong real appreciation of the rouble, real wages increased, employment decreased in manufacturing industries and rose in services sector. However, there was no sign of a deindustrialisation, what contradicts the theory of the Dutch disease. Indeed, industrial production increased significantly. Furthermore, the symptoms present in Russia can be the consequences of other factors than the existence of natural resources. The appreciation of the rouble in real terms came partly from the Balassa-Samuelson effect. The quick development of the services was partly due to the fact that services were not put forward during the Soviet Union times. The outflow of labour from the manufacturing industries resulted in inflow of labour in services sector rather than in the energy sector. The strong growth of industrial production despite the presence of some symptoms of the Dutch disease can be explained by different factors. First, a natural catching-up process after the de-industrialisation in the 1990s can explain partly the very high productivity gains in industries, and hence, that the production of the manufacturing industries increased despite a significant decrease in employment. Second, despite the real appreciation of the rouble, Russian products gained market shares in world trade, thanks to new market opportunities in the European Union and in the other CIS countries, and to the growing Chinese demand for some specific Russian products. On the domestic market, the booming internal demand also contributed to support domestic production. Third, whereas foreign investments in “strategic sectors”, in particular, in energy and bank/insurance sectors, were subject to restrictions, investments in most manufacturing industries were largely encouraged. Hence, thanks to high skills and relatively low costs of production, manufacturing industries attracted a lot of investments (including foreign investments) and developed quickly.
Dutch Disease does not apply to Russia

KUBONIWA 10 – PHD economics  Dr.h.c. Central Economics and Mathematics Institute, Russian

Academy of Sciences (  Masaaki “Diagnosing the “Russian Disease”: Growth and Structure of the Russian Economy Then and Now” Institute of Economic Research

Hitotsubashi University, Tokyo, Japan October 2010)

 In general, the relationship between the oil curse and economic growth in resource-rich countries is elusive in the long run (Alexeev and Conrad, 2009). Nevertheless, the Lehman shock, combined with the collapse of the oil price bubble, clearly showed that Russian economic growth heavily relies upon oil price changes. We here characterize the present Russian situation as the “Russian Disease,” the major symptom of which is a strong positive relation between the country’s real growth and international oil price changes. In the literature, the Russian Disease has often been considered as a variant of the Dutch Disease. The term Dutch Disease in the original context refers to the contrast between external health and internal ailments (The Economist, No. 26, 1977). It also refers to the negative impact of expansion of natural resources in a country with oil price rises on its manufacturing growth through the subsequent appreciation of the real exchange rate of its national currency (see Ellman, 1981 and Corden, 1984). Although the real exchange rate of the Russian national currency (ruble) appreciated along with increases in oil prices, it is clear that the Russian Disease is quite different from the Dutch Disease in many respects. First, unlike the Dutch case in the 1970s, oil price rises for 1998-2008 resulted in relatively high overall growth in Russia. In addition, the impact of the marked fall in oil prices after the third quarter of 2008 on Russian growth was much greater than that in the Dutch case during the 1980s. Second, in contrast to the case of the Dutch Disease, the negative impact of oil price increases on manufacturing growth was not observed in Russia for the 1998-2008 period. The manufacturing sector was one of the major sectors contributing to favorable growth in the 1998 (bottom)-2008 (peak) period, whereas its sectoral contribution to the great contraction of GDP in 2009 was the largest among sectors. Putin and Medvedev expected, and still expect, that the diversification of the economy, including developments of manufacturing, would contribute to establishing an economy that was not dependent on oil. Ironically, it is now obvious that the diversification itself is oil-dependent. Third, the extraction of Russian oil and gas could not show any large expansion in physical terms during the favorable growth period. The oil and gas industry was the booming sector only in terms-of-trade. Putin seemed to expect the real expansion of oil and gas extraction through re-nationalization of the oil and gas industry. The Russian oil and gas industry has been stagnant in real terms since 2005, partly due to this re-nationalization. Although the fixed capital increment in the oil and gas sector showed subsequent increases, the value of its sectoral total factor productivity (TFP) remained negative, and, thus, the oil and gas GDP growth was also very low for the 2004-2009 period and negative for the 2006-2007 period (Rosstat HP as of September 8, 2010). The oil and gas sector will need tremendous capital replacement investments to raise its TFP. The marked oil price falls induced Russia’s great contraction of the GDP in 2009, while the oil and gas GDP did not show such a decline. This stagnant sector only buffered the overall growth contraction in 2009. Ironically, Russia, with more than 10-million-barrel daily production, was the world’s largest producer of crude oil in 2009 thanks to a remarkable output adjustment (an 11 percent reduction) by Saudi Arabia (BP, 2010). Russia, free from the OPEC output adjustments, has always escaped the restraints of oil price increases, while it has been forced to face reductions in oil prices head-on. Fourth, the continuous appreciation of the real effective exchange rate of the ruble due to oil price rises induced the boost of imports in Russia, which, in turn, did not necessarily induce adverse effects on Russia’s economic growth and competitiveness. Russia experienced servicization, as in advanced countries as well as former Soviet republics. It has particularly Russian features deriving from its specific path dependency, which includes economic players’ strong preferences for imported goods and FOREX as well. The domestic distribution activities of imported goods are accounted for as a part of sources of the GDP. The boost of imports largely contributed to the high growth of the trade sector’s value added, which was, in turn, one of the major sources of the overall high growth. In the Russian official statistics, the revenues from foreign trade of oil and gas are included not in the mining sector but in the trade sector. However, these special foreign trade revenues could not be the source of the rapid GDP growth because Russia’s exports of oil and gas were also stagnant in real terms. Surprisingly, import substitution, including domestic assembling of foreign-make durable goods, appeared along with the boost of imports in Russia. The real appreciation of the exchange rate of the ruble boosted the imports of consumer goods and eased the imports of equipment and intermediate goods, which is considered to have contributed to improvements in the manufacturing TFP. Based on the unpublished Rosstat data on import matrix, the share of imports of manufacturing investment goods in the total gross demand for them amounted to 40 percent in 2006. In this paper, we examine statistically some of these facts to diagnose the Russian Disease and focus on the terms-of-trade effects on the overall growth as well as the manufacturing development. First, showing the key differences between the Dutch and Russian Diseases, we prove that a key symptom of the Russian Disease is a strong positive relation between the country’s real growth and terms-of-trade-effects. We also present three variants (oil prices, terms-of-trade, and trading gains) of the concept of terms-of-trade effects using the SNA framework. Second, it shows a strong positive impact of terms-of-trade effects on the Russian manufacturing, which markedly differs from one of the major symptoms of the Dutch Disease (slower growth of manufacturing through the booming mining sector and real appreciation of exchange rates). We also suggests the significance of the manufacturing industry for the Russian economy. Third, we show that the appreciation (depreciation) of real exchange rates of Russia’s rubles induced the boost (decline) of its imports. Fourth, we prove that the boost of imports, in turn, induced the GDP growth of the trade sector as one of the major sources of the Russian overall growth. We also present the impact of oil prices on two kinds of real exchange rates (CPI-based and GDP-based real exchange rates).
A2: RUSSIAN DIVERSIFICATION TURN

Russia diversifying now but high oil prices are key

Miller ’10 - Assistant polisci prof @ UOklahoma (Gregory, The Security Costs of Energy Independence, Washington Quarterly 33:2, http://www.twq.com/10april/docs/10apr_Miller.pdf)

Russia is another potential danger spot because it is the only nuclear state, at least for now, that has significant revenue from the sale of oil, roughly 8—20 percent of its GDP. Losing that income will have less dramatic effects on Russia than on many OPEC states more heavily reliant on oil sales, at least partly because of recent attempts to diversify the Russian economy. Its economy, however, is still too fragile to handle a major drop in demand for oil. Given the existing tension between Russia and states such as Georgia and Ukraine, neither the United States nor Russia’s neighbors can afford the risk of a nuclear Russia suffering economic instability.19
Russia diversifying now
AP 6/12/12 (Associated Press,  News Summary: Russia’s President considers economic reforms top priority of his presidency, Washington Post, http://www.washingtonpost.com/business/economy/news-summary-russias-president-considers-economic-reforms-top-priority-of-his-presidency/2012/06/21/gJQANSyzsV_story.html)
DEEDS NOT WORDS: Russia’s President Vladimir Putin said Thursday that reforming the economy is his top priority. Business leaders welcomed the commitment, but noted that such pledges need to be backed up by action. ONE-TRICK PONY: Putin admitted that the government has failed to diversify Russia’s economy away from its reliance on crude oil, but pledged to tackle the issue. DIVERSITY KEY: He said the government will draft budgets to avoid relying on taxes expected to come from oil companies’ profits. He also appointed a presidential ombudsman vested with special powers to defend the rights of company owners and directors.
Oil revenue spurs diversification 

Bentley 08– Moscow News business editor (Ed “Russia’s Roaring Economy not out of the Forest” Moscow News 06/06/2006 http://www.themoscownews.com/business/20080606/55331949.html ajones)

Global Challenges and Opportunities 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. Nano­technologies have been cited as one of Russia's key market opportunities in the next 10 years.
Russia can’t and shouldn’t diversify—it must depend on oil

Gaddy 11 -  Brookings senior fellow, economist specializing in Russia  (Clifford “Will the Russian economy rid itself of its dependence on oil?” RIA Novosti 16/06/2011 http://en.rian.ru/valdai_op/20110616/164645377.html ajones)

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.

A2: REFORM TURN

Oil investments aren’t reversible—decline in prices would force Russia to maintain the same infrastructure with less profit

Englund 11 (Will, “Oil revenue gives Russia new breathing room,” The Washington Post, 3/11, http://search.proquest.com.proxy.lib.umich.edu/docview/856390987)//mat
With the price of oil climbing to more than $100 a barrel, Russia has a little more weight to throw around on the world stage, and it is doing just that. The stepped-up flow of petrodollars into the government's coffers relieves what had been a worrisome budget deficit and lessens the urgency of reform. Good relations with the West - and especially the "reset" with Washington - are not quite so pressing when the economy here is in good shape. Russia is benefiting tangibly from the turmoil in the Middle East and North Africa. Urals crude sold for $113 this week, up from $75 a year ago. Of that, $76.50 goes into the Russian treasury. And the spike in oil income has compensated for growing weakness elsewhere. It arrived just as Gazprom - the natural-gas giant that until recently was a potent weapon in Russia's foreign policy - has seen its clout in Europe washing away amid a flood of competition. An emboldened Prime Minister Vladimir Putin was in Brussels in late February angrily lecturing the Europeans on energy policy and the uprisings in the Arab world. After months in which Moscow and Washington have tried to put their differences over Georgia on a back burner, President Dmitry Medvedev two weeks ago accused the country of threatening the security of the 2014 Winter Olympics, to be held in Sochi, near the border of a breakaway region of Georgia. Earlier this year, Russia's warming relations with Poland went sour over the handling of the investigation into the plane crash that killed Poland's president and other top leaders this past spring. But with increased oil revenue also comes the danger of complacency. Bureaucrats, defense contractors, pensioners and workers in construction and finance all stand to gain from the money coming in, along with the oil companies. But the cash also feeds corruption, encourages increased financial opacity and discourages attempts to shake up the system - all of which could spell trouble for Russia down the road. "All of the dominant groups in Russia get a share of the increased oil revenue," said Alexander Auzan, an economist and adviser to Medvedev. "Yet it contradicts their long-term interests." It's a powerful prop for the status quo - which Auzan and others say is unsustainable. But as Sergei Guriev, head of the New Economic School in Moscow, pointed out, any change is going to involve a cost for someone, so why take the risk if the money is flowing in? Russia is currently the world's largest oil producer. When the price last spiked, in 2007, Moscow was flooded with money and people close to Putin were suggesting that Russia was genuinely self-sufficient and had no need to engage more deeply with the West. The economic crisis the following year brought that talk to an abrupt end, and Medvedev began pushing for a Western-oriented program of modernization and diversification away from dependence on energy exports. The Kremlin moved to stimulate the economy in 2008 by increasing government salaries and hiking pensions by 35 percent. Now it is stuck with those increases. With oil revenue providing 40 percent of the Russian budget, the Gaidar Institute for Economic Policy here has calculated that at any price less than $105 a barrel the government will be in the red. That tempers any inclination toward hubris, said Daniel Treisman, a political scientist at UCLA who follows Russian developments. The Kremlin was looking at a difficult financial crunch, with parliamentary elections coming late this year and a presidential election next March, so the timing of this rise in revenue is more a relief than a goad to aggressive behavior. "We don't need high prices," said Leonid Grigoriev, an economist and former World Bank adviser. "We need good relations, a long-term market and reasonable prices," which he put in the $70-to-$90 range. Russia will not turn its back on the West, by any means, he said. But, especially in an election year, its leaders may be more vocal in pointing up differences with the West. In 2010, Russia had enough problems at home that it was actively trying to avoid them abroad; now, with money to address domestic issues, that caution may not be so evident. Treisman, like many others, did not think much would ever come of Medvedev's modernization plans - it's not the sort of change, he said, that can be ordered from the top down. But the oil bulge makes the Westernization of the Russian economy less likely. It helps big companies - which, Grigoriev said, already dominate the economy to a much greater extent than in other developed countries - and it hurts small ones, where jobs and creativity tend to be nurtured. Information technology firms, with high labor costs, will suffer, Guriev said, and they are central to Medvedev's vision for the future of Russia. Part of what got Putin so riled up in Brussels was Europe's treatment of Gazprom, a gigantic state-owned operation that at one time had unchallenged sway in the European energy market. Gazprom was a powerful tool in the Kremlin's hands, useful when threatening Ukraine and a reminder to the rest of Europe that Russia had to be given its due. But that was before American companies began extracting cheap natural gas from shale deposits, and before developments in liquefied natural gas (LNG) technology made inexpensive transportation by ship possible. Qatar set up a new LNG port to ship gas to the United States, but when it couldn't compete there it turned to Europe instead. Today, Europe can buy gas cheaper from Qatar than it can get by pipeline from Russia. European companies have been renegotiating their contracts with Gazprom - downward - and the European Union has insisted that Gazprom divest itself of its pipelines. Russia will still sell gas to Europe, said Pierre Noel, an energy expert at England's University of Cambridge, "but the pricing regime is changing." Gazprom, he said, will eventually have to change with it. But the turmoil in North Africa has temporarily masked even Gazprom's difficulties. When the Libyan gas pipeline across the Mediterranean was shut down, Italy, which is Gazprom's second-biggest customer, relented for now in trying to renegotiate its contract. If production in Algeria, a much bigger supplier than Libya, were to be disrupted, that would make Gazprom a power to be reckoned with again.
A2: RUSSIAN INDUSTRY UNSTABLE

Putin’s reforms have balanced the Russian oil industry

 KRAMER 11 – New York Times writer and editor (ANDREW E. “ Tax Overhaul in Russia Aims to Keep Country at Top of Oil-Producing Heap” NYT  October 10, 2011 

http://www.nytimes.com/2011/10/11/business/energy-environment/tax-overhaul-in-russia-aims-to-keep-country-at-top-of-oil-producing-heap.html?pagewanted=all ajones)

MOSCOW — Vladimir V. Putin has shown an uncanny mastery of the politics and economics of oil. On his watch as president and prime minister, Russia ascended to the top of the global business, surpassing Saudi Arabia as the world’s largest oil producer. Yet in a series of meetings over the past two years, more or less, aides have confronted Mr. Putin with evidence that Russia’s pre-eminence in the world of oil will not last if the current imposition of exceptionally high taxes on oil companies is left in place over the next decade. No matter that high taxes on oil companies are at the heart of Russia’s economic policies. The revenue pads out Russia’s rainy-day funds, which cushion its oil-dependent economy from the pain caused when the prices of commodities sold by Russia fall. The result of these meetings was a policy swivel by Mr. Putin that should keep Russia on top of the oil-producing heap and prevent the potential loss over a decade of about two million barrels of oil per day to world markets — more than is exported by Libya. The overhaul will dial back taxes on crude oil exports. The new policy, which took effect Oct. 1, was one condition that helped secure a major investment last month by Exxon Mobil. The overhaul, known as the 60/66 program for the new tax rates it imposes, is intended to maintain Russia’s current level of oil output — about 10 million barrels per day, about half of the U.S. consumption — despite rising production costs associated with exploitation of fields in the harsh conditions of permafrost in ever more remote parts of Siberia and offshore in the Arctic Ocean. The tax change and the opening of the Russian Arctic to joint ventures like those under the Exxon agreement suggest Mr. Putin is warming to arguments that the Russian oil industry needs more financial leeway to function and to stay ahead of the sheiks. “There is definitely a new wind blowing,” Thane Gustafson, a senior researcher at Cambridge Energy Research Associates, said in a telephone interview. “There is now a very definite consensus, from Putin on down, that unless the oil companies are incentivized in not only raising recovery in the brown fields, but moving more aggressively into onshore frontiers, and offshore, the consequences will be dire,” he said. Cambridge Energy, a subsidiary of the international business information group IHS, has advised the Russian Ministry of Energy during the drafting of the new tax policy. Also acting in an advisory capacity were the consulting firm McKenzie and the auditors Ernst & Young. The companies modeled the effects of continued high taxation on Russia’s oil industry. The policy was put in place in 2004 after the arrest of the oil tycoon Mikhail Khodorkovsky, who had opposed the taxes. The models measured rising costs as the output from Siberian fields on land declines. The offshore and more remote developments that will replace them are even more inhospitable than the Khanty-Mansi region of Siberia, where the primary fields are today. The study concluded that if nothing were done, total production would drop to eight million barrels of oil per day by 2020. The tax quandary highlights a key distinction between Russia’s industry and Saudi Arabia’s, which Russia displaced as the world’s largest. Saudi Arabia, encouraged by the United States, which supports the monarchy militarily, maintains the world’s largest swing production capacity. This is easier in the desert, near ports, where production costs are lower. Still, vast capital outlays are the norm. Russia, in contrast, is guided by internal considerations in its oil policies. Moscow is trying to maintain an industrial economy alongside its oil businesses, so it taxes oil companies heavily — but the outcome has been taxation so high it has starved the industry of capital, even as production is moving offshore in Siberia. To check the decline that is projected as a result, the government lowered mineral extraction and crude oil export duties for the first time since 2004 under the overhaul, from 65 percent to 60 percent — the 60 in the 60/66 program. Petroleum exports account for 40 percent of Russia’s budget revenues. To compensate for this loss to the budget, the overhaul raised the export duty on refined products to 66 percent, from 52 percent, and eliminated an even lower rate for the low-grade fuel known as bunker oil that Russian refineries have been exporting in great abundance. The program to prolong high levels of oil output in Russia will also, of course, prolong Russia’s dependence on crude oil prices for its economic well-being. The previous system reflected industrial policy, now partially abandoned. The relatively lower export duty on refined products was a continuation of a Soviet policy of encouraging industrial production over raw materials exports, an idea championed by Mr. Putin. The intention was to encourage a domestic refining industry, with the jobs and additional profits that would, in theory, accrue from exporting gasoline, diesel or aviation fuel, rather than crude. The problem was, the country’s Soviet-legacy refineries produced far less gasoline and other light distillates per barrel of oil than Western refineries — and far more bunker oil than Russia could consume domestically. In 2004, export tariffs on this fuel were lowered to about 30 percent to help refineries dispose of it. The result was an incentive to invest in new refineries that produced lots of bunker oil, rather than in oil fields. Russian oil companies earn about $10 in profit per barrel of oil pumped from the ground, even at prices higher than $100. If the company, however, operated a highly inefficient refinery producing copious amounts of bunker oil, it would earn an additional profit of about $23 per barrel because of the lower tax, according to Aleksandr Bulgansky, a senior oil analyst at Otkritie Bank in Moscow. Companies built intentionally inefficient refineries, nicknamed “samovars,” modeled on early 20th century refineries that simply boiled crude, rather than use catalysts to produce more gasoline. About 250 operate today. Russia exports about three million barrels per day of refined product, compared with four million barrels of crude.Rather than striving to fix the refining subsidies, this project has largely been abandoned under the new program, in favor of companies that actually explore and drill for oil, critical to Russia’s economy and accounting for 17 percent of gross domestic product. The policy overhaul that will maintain Russia’s current levels of oil output into the next decade coincided with Mr. Putin’s announcement that he intends to run for president again. From the earliest days of his presidency, Mr. Putin decided that natural resources exports and energy in particular, could not only finance Russia’s rebirth, but also help restore geopolitical greatness. Oil companies, of course, embrace the lower taxes, too. “This will allow us to keep production at high levels and increase capital investment at our upstream assets,” Dmitry Sergeev, spokesman for TNK-BP, said of the change. So important was the Russian tax system to oil investment that Exxon’s agreement with Rosneft included a provision that Exxon and the Russian government would agree to consult on tax matters as a condition of investment.

A2: RUSSIA ECON BAD: IMPERIALISM

Russia could be imperialist even with a bad economy—it’s still far more powerful than its neighbors and there’s no impact

ADOMANIS 2010 (Mark, degrees in Russian studies from both Harvard and Oxford, “Russia’s economy: still not collapsing!” April 21, http://trueslant.com/markadomanis/2010/04/21/russias-economy-still-not-collapsing/)
And even if Russia’s economy doesn’t, as all of the relevant forecasts suggest, rapidly recover to pre-crisis levels, the Kremlin will nonetheless be able to exert a great degree of influence in the “near abroad” because of the extreme fiscal/economic weaknesses of the rest of the CIS. If the recent agreement with Ukraine or the recent Russian pressure on Kyrgyzstan demonstrate anything, it is that many of the former-Soviet states are in truly dire economic straights and that they are extremely vulnerable to outside leverage, particularly from a player as thoroughly amoral and hard-headed as Russia.

One doesn’t need to celebrate Russian influence in the “near abroad” to recognize its existence. I think that in certain countries, such as the Central Asian ‘Stans, Russian influence is and can continue to be modestly progressive. It’d be pretty difficult to be more authoritarian and backward looking than someone like Turkmenbashi. In other countries, such as Georgia, Russian influence will in all likelihood take substantially harsher and less pleasant forms. The world’s a nasty place, though, and since the US and Europe are up against some pretty darn catastrophic resource constraints, the odds that the West will be able to effectively meddle in Russia’s “sphere of privileged interests” are pretty slim.

Russia is and will continue to be a great power. Not a superpower, but a great power. Some people will be overjoyed by this and some will be repulsed. Whatever your reaction, though, get used to the Russians being a major force in world politics.

Russia won’t be imperialistic—it only wants to preserve its economy

FRIEDLANDER 2009 (Monica, “Black Leather Pragmatist,” UC Berkeley College of Letters and Science, Jowitt is Professor Emeritus of Political Science Ken Jowitt, http://www.ias.berkeley.edu/node/351)

For the first time since the French Revolution, Jowitt said, the world has only one prevailing ideology: the Western liberal capitalist democracy. And unlike his predecessor, Boris Yeltsin, who tried to mimic the West, Putin feels threatened by it and is determined to keep it at bay. If he feels provoked by NATO’s expansion to or near Russian borders, Putin will push back — as he did when Russia invaded Georgia last year. But such behavior in itself does not make Russia imperialistic. “Last year Putin could have occupied all of Georgia,” Jowitt said. “We’re talking about a state that could not have stood for four more days. And Russia could bring Ukraine to its knees right now.” But it does not, Jowitt said, because Putin’s focus is on political and economic stability, not costly military aggression. Jowitt described Putin as the ultimate ruthless pragmatist. “What’s the deal? Who wins? Who loses? It’s pure interest,” he said. “If Russia’s interest and yours coincide, fantastic. And if they don’t coincide, they can be hostile or violent, so it’s better [for us] to recognize and accommodate them to avoid violence.” Putin’s antagonistic stance, however, is born out of a “high state of anxiety,” not a desire for world domination. Jowitt repeatedly compared him to a rebellious teenager: 

No impact to Russian military buildup—they are still far behind and it’s all for show—Russia lacks offensive capability

NATIONAL JOURNAL 2007 (“From Russia, With Bile,” Oct 20, http://thebereanoasis.yuku.com/topic/1210/From-Russia-With-Bile#.T-dQ7PVSQmw)

Even Russia's much-vaunted military modernization may be less threatening than some of its bellicose rhetoric would indicate. With the country's gross domestic product having ballooned from just $200 billion in 1999 to $1.2 trillion in 2007, primarily because of rising oil and gas revenues, the roughly 2.7 percent of GDP that Russia devotes to its military certainly buys more weapons. Currently Russia spends an estimated $30 billion on its military annually, sixth highest in the world. Russian officials have also announced a separate $200 billion program designed to replace much of the nation's aging arsenal by 2015. Despite that ambitious modernization program and reforms begun under Putin to transform the military into a more professional force, experts say that Russia faces high hurdles, especially in regard to its conventional forces. "To be honest with you, I don't think the Russian army is an offensive, expeditionary threat anywhere," said a senior U.S. Army officer in European Command who recently participated in joint exercises with the Russians. Although Russian equipment is improving, he said, the military's leadership and training systems have made little progress since the days of the over-centralized Soviet behemoth. "The Russians don't invest in junior officers; they don't have a professional NCO corps; they still use analog systems and sticky acetate maps; they still focus on massed artillery instead of precision strike and hitting what they're shooting at; and their command structures are still very stove-piped in the old Soviet style," said the senior officer. "After working with them, I personally don't go to sleep worrying about the threat of Russia's conventional forces."

Russia won’t be aggressive

NATIONAL JOURNAL 2007 (“From Russia, With Bile,” Oct 20, http://thebereanoasis.yuku.com/topic/1210/From-Russia-With-Bile#.T-dQ7PVSQmw)
"Russian security policy is all about prestige and economic benefits, and because the Russians see themselves as our equals in strategic nuclear forces they are focusing their modernization efforts there to try and maintain the prestige of that position," said Lowell Schwartz, an analyst with the Rand think tank who is working on a report on the Russian military. In terms of Russia transforming conventional forces into a more modern and professional military, Schwartz believes that will remain a much lower priority. "That corresponds with another interesting phenomenon, which is that despite the provocative rhetoric, Putin is actually very cautious about using Russian military forces outside of Russian borders," he said. "They understand that their conventional forces are inherently weak, and they've gotten smarter about using soft power such as oil resources to influence world events."

Russia is not a threat
THE NEWCASTLE JOURNAL 2008 (“The Russian bear really a paper tiger,” Sep 11, http://www.nebusiness.co.uk/business-news/latest-business-news/2008/09/11/the-russian-bear-really-a-paper-tiger-51140-21793052/)

Russia has sent its tanks into Georgia, is clearly unmoved by the West's expressions of outrage and drops heavy hints that, if it feels so inclined, it may do the same in the Ukraine or anywhere else with Russian minorities. Oh, and just for good measure, it may nuke Poland. Lying behind this are the perceived slights at the hands of the West since the collapse of the Soviet Union, a fear of encirclement by old enemies and new-found wealth from oil and gas revenues which allow it to once more strut the world stage. Russia's economic turnaround since Yeltsin so entertainingly presided over a basket case has been remarkable. Government revenues are in surplus to the tune of about £60bn, whereas Mr Darling must gloomily contemplate a deficit of about £50bn. Our Government owes about £600bn but Putin has net assets of about £250bn to play with. Add to that, of course, the fact that Russia's oil and gas is so desperately needed by energy-poor Europe, terrified that Ivan will turn the taps off, and we do seem pretty helpless in the face of the Russian threat. But this is an illusion; in reality, the bear is a paper tiger. True, they have the energy but that's worthless without buyers and our dependence is mutual. Furthermore, the economic downturn will bring lower demand, lower prices and therefore lower revenues for Russia. They are, as I recently heard a US politician describe them, Saudi Arabia with trees'. Russia is not a serious player. The EU's GDP is $17US trillion, that of the US is $13US trillion and Russia's is $2US trillion. The EU's population is 500 million, the US has 300 million and Russia's population is 141 million and falling by 800,000 a year. If we want to get really serious, the combined annual defence spending of the US, UK, France and Germany is about $750USbn; Russia's is a paltry $50USbn. If Russia wants another Cold War, it should remember who lost the last one.
Russia is not a threat

WAGSTYL 2008 (Stefan, FT’s east Europe editor, “Return of the cold warriors ,” Financial Times March 1, http://www.ft.com/intl/cms/s/2/fd9d7e48-e372-11dc-8799-0000779fd2ac.html#axzz1yjaOcR5q)
Lucas admits there is little chance of another armed confrontation with the west. The US alone runs a defence budget 25 times bigger than Russia's. While Russia possesses some smart new high-tech weapons, its factories can no longer produce them on any scale. But Lucas says this isn't important when the west is so eager for Russian oil and gas, and Russian money. ''During the Cold War, western politicians and officials who took money from the Kremlin risked professional disgrace and even prosecution. Now business is business.'' The long-run consequences of this are problematic, he says: ''If you believe that capitalism is a system in which money matters more than freedom you are doomed when people who don't believe in freedom attack using money.'' Lucas does well to make clear the Kremlin's dark and dangerous side. But in his rush to recruit soldiers for the new cold war, he overstates his case. For example, it doesn't seem realistic to say: ''If the Kremlin cracks Estonia the chances for the rest of eastern Europe look bleak.'' What about Poland, with a population 20 times larger than Estonia's and a long history of resisting its powerful neighbours? If there is a new cold war, it is by no means clear that the west is losing. Even since Putin took power in 2000, the west has, in geopolitical terms, made great gains in the former Soviet empire through the eastward enlargement of Nato and the EU. Ukraine and Georgia's democratic revolts have yet to run their course, but both have resulted in defeats for the Kremlin. Both states have this year applied for Nato membership action plans. The Kremlin's gains over these years are significant - they include provoking political tensions in the Baltic states, securing Germany's backing for a gas pipeline under the Baltic and winning support in the Balkans for a southern gas route. But the Kremlin's victories pale in comparison with those of the west. Also, as the Kremlin is fighting largely on the economic battlefield, there will be economic limits to its advances. If Gazprom, for example, tries to exploit its dominance by raising prices too much, consumers will go elsewhere. Meanwhile, even the Kremlin's hawks have links with Russian companies that profit from co-operation with the west. They won't want to impoverish the west to the point that it'll become uncomfortable for the business oligarchs to spend time in London or the south of France. Finally, there is little discussion of Russia's inherent economic weakness. While Lucas acknowledges that Putin's regime is based on high energy prices, he barely considers how vulnerable Russia is to future price swings. If boom becomes a bust, the cash could run out for financing the Kremlin's ambitious policies. Russia, in other words, is weaker than it appears.

A2: RUSSIA ECON RESILIENT

1998 and 2008 crises proves that the economy is only resilient due to high oil prices

THE ECONOMIC TIMES 2008 (“Russia seen shrugging off market collapse,” Sep 21, Lexis)
Buoyed by vast oil wealth, Russia is shrugging off its worst market meltdown in a decade, emerging with its booming economy almost intact, analysts say.

The Russian stock market last week saw its sharpest falls since the catastrophic economic collapse of 1998 after suffering the toxic combination of global financial turmoil, falling commodity prices and a local credit crunch.

But with oil prices still almost ten times higher than a decade ago, economists see Russia emerging with a relatively mild hangover.

The collapse was a "reality check, not a derailment, because the government had the money to fix it," said Chris Weafer, chief strategist at Moscow investment bank Uralsib. "The Kremlin's confidence has not been shaken."

The government suspended trading on Wednesday after sharp drops of over 10 percent that left the benchmark RTS down 57 percent from an all-time high achieved in May.

After a series of ineffectual appeals for calm, the Kremlin put its money on the table, pledging over 60 billion dollars (over 40 billion euros) to prop up prices.

When the RTS reopened Friday, shares surged over 22 percent, recovering the week's losses.

The crash has exposed flaws in the financial system, analysts said, but oil wealth has allowed the Kremlin to smooth over the cracks and avoid a repeat of the 1998 financial crisis, when a sovereign debt default caused a collapse of the ruble, all but wiping out the country's middle class.

This time around, with oil prices around 100 dollars a barrel -- around 10 times higher than in 1998 -- Russia's prospects could not look more different, said Ronald Smith, chief strategist at Moscow's Alfa-Bank.

"If you compare it to 1998, the outlook for the economy is fundamentally good," he said. "We will come out of this with growth that is maybe slower than we had... but relatively high."

Russian economy is not resilient—incomplete privatization makes it vulnerable to shocks

BBC WORLDWIDE MONITORING 2008 (Oct 10, Text of report by popular Russian newspaper Moskovskiy Komsomolets on 6 October, Lexis)
Over the almost two decades that have passed since the collapse of the USSR, our economy, it would seem, has changed unrecognizably. But the scourge of the Soviet planned economy -monopoly-operation -is still alive, as if no one had ever fought it. "Our economy has turned into a giant state corporation where officially private structures are playing the role of mere cogs," a former important official in the government apparatus told me. "And not just a state corporation but a retro-style state corporation. Moreover, the monopoly that exists at a federal level is reproduced in each region and in each specific settlement. Look, for example, at the extent to which small and medium-sized businesses are hemmed in, despite all the solemn statements from the very top! Such a system kills competition and in the long term is not competitive under crisis conditions."
A2: U.S. KEY TO RUSSIA ECON

Russia is insulated from the U.S. economy

GREEN 2008 (Christopher, VTB Europe, Russia Profile.org, Jan 24, http://www.russiaprofile.org/page.php?pageid=Business+New+Europe&articleid=a1201185548)
Relative to previous episodes of global economic weakness, emerging markets are relatively better placed to endure a bout of US-led weakness, reflecting: --Cycles of global growth have recently been less synchronised than in the past, --The improved macroeconomic and financial market positions of most emerging markets, --The center of recent turmoil in credit markets has primarily been problems in the developed rather than the emerging markets, and --The current phase of US weakness has been accompanied by a pre-emptive easing in interest rates from the Federal Reserve. • While Russian growth rates are likely to be dampened in the face of a sharp slowing in US activity, the strength of Russia's macroeconomic fundamentals, together with a backdrop of supportive commodity prices, places it in a relatively strong position. • Over the past decade, the relationship between US and Russian growth rates has been reasonably weak and the direct trade linkages between the two countries are relatively small.

Russia is immune to U.S. financial decline

GREEN 2008 (Christopher, VTB Europe, Russia Profile.org, Jan 24, http://www.russiaprofile.org/page.php?pageid=Business+New+Europe&articleid=a1201185548)
The last two occasions in which global growth slowed significantly were in 1998 and 2001. On both of these occasions, emerging markets suffered significant declines. However, a number of factors suggest that the emerging market economies have become somewhat less dependent on US-led growth and more insulated from financial market shocks. These factors include: • Cycles in global growth have been less synchronised than in the past, suggesting the prospect that other economic regions may be able to partially offset US economic weakness, • The improved macroeconomic and financial market positions of most emerging markets have placed them in a far more secure position to withstand external capital shocks, • The center of recent turmoil in credit markets has primarily been problems in the developed rather than the emerging markets, and • The current phase of US weakness has been accompanied by a preemptive easing in interest rates from the Federal Reserve, together with a substantial depreciation in the US dollar. While the emerging markets as a whole are less exposed to global liquidity shocks than in the past, a sustained deterioration in market conditions could be expected to increasingly highlight differences in countries' external vulnerabilities. As a result, a likely theme of asset allocation decision making over the year ahead can be expected to be an increasing need to discriminate the macroeconomic risks inherent in individual emerging markets, while growing increasingly dangerous to assume that emerging markets are homogeneous. As is the case with emerging markets generally, the potential impact on the Russian economy and financial markets will, to a large extent, depend on the magnitude of the slowing in the US. However, reflecting the current robust macroeconomic fundamentals, we expect the Russian economy to be relatively well placed to deal with a slowing in US growth. On the equity front, increasing concerns that the US could slip into recession has increasingly impacted negatively on equity market performance, with the S&P500 declining by more than 9 percent since the start of this year. However, looking at the relationship between movements in the Russian RTS and S&P500 over the past decade reveals a relatively weak correlation between these two variables. Moreover, the relatively attractive P/E valuations of Russian companies when compared with some other emerging equity markets appears to offer some insulation from a US-led global equity market decline over the year ahead.

U.S. economic downturn will not hurt Russia

GREEN 2008 (Christopher, VTB Europe, Russia Profile.org, Jan 24, http://www.russiaprofile.org/page.php?pageid=Business+New+Europe&articleid=a1201185548)
The most obvious route by which a slowing US economic activity can be transmitted through the Russian economy is via the direct trade linkages and the performance of the global economy. However, the correlation in rates of growth over the past decade between US and Russian growth has been relatively weak. The other macroeconomic route by which US-led weakness in global demand can be expected to impact on the Russian economy is through a general softening in commodity prices. Movements in commodity prices have broadly followed major cycles in the US economy - although commodity prices have tended to be more volatile and the correlation coefficient since 1980 has been a modest 0.22. Of more significance to the prospects for the Russian economy is the potential impact of a slowing US activity profile on oil prices. In particular, a strong positive relationship between rising Urals oil prices and the growth in nominal Russian GDP has existed over the past decade. Plotting the linear relationship between Russian nominal GDP and Urals oil prices gives a correlation coefficient for these two variables of 0.89. However, despite increased concerns about a weakening US growth profile, oil futures prices continue to remain at elevated levels, suggesting little prospect - at least in the market's current assessment - of a sharp decline in prices over the year ahead. It appears likely that in the absence of an exogenous supply shock, weaker US growth is likely to result in a softening profile for oil prices. However, reflecting that Urals oil prices remain close to historic highs, we assess that it would take a substantial decline in prices to around the region of $50 to 60 per barrel before this would have a significant negative impact on Russia's growth prospects for 2008. Moreover, somewhat offsetting this historical dependency on oil prices, Russian economic growth has recently become increasingly reliant on domestic demand, generated through robust consumption and investment expenditure. In addition, any short-term easing in commodity prices can be buffered by a rise in spending from the Russian government, financed from its significant foreign exchange and oil stabilisation reserves.

A2: RUSSIA JOINS OPEC
Russia already coordinates with OPEC

UPI 3-12-2009 (Russia could join OPEC, Iran says, http://www.upi.com/Business_News/Energy-Resources/2009/03/12/Russia-could-join-OPEC-Iran-says/UPI-99241236868452/#ixzz1qn8RNvNk)
Russian Energy Minister Sergei Shmatko had said his country was looking to coordinate its investment strategies with OPEC members. Nozari made similar comments ahead of an OPEC regular meeting to be held Sunday in Vienna, saying that non-OPEC members should cooperate with the oil cartel as the energy market stagnates amid the global economic crisis, the Iranian Press TV reports.
Russia will coordinate with OPEC but they’ll never join

CBS MONEY WATCH 2009 (Hey OPEC, Russia is Just Not That Into You, March 12, http://www.cbsnews.com/8301-505123_162-43040197/hey-opec-russia-is-just-not-that-into-you/)
Watching OPEC's continued courtship of Russia has somehow turned into a season of Friends without the laugh track. Just when it seems like Rachel and Ross are going to get together, the audience is left hanging until next season. New hints of a union emerged this week as OPEC prepared for its meeting Sunday, when it will decide whether to cut oil production further. The not-so-subtle invitation from Iran's oil minister and recent statement circulating from Deputy Prime Minister Igor Sechin about its commitment to cutting oil deliveries, has fueled speculation of a future with Russia as an OPEC member. Russia, the largest non-OPEC oil producing country in the world, volunteered to cut production in the weeks leading up to December's special OPEC meeting -- a move it has resisted in the past. But analysts pointed out Russia's overture was largely symbolic since its production was expected to decline anyway due to government policies that have discouraged investment and hurt domestic producers. Russia and OPEC have become increasingly close in the past five years since the OPEC-Russia Energy Dialogue was started, an annual meeting meant to increase cooperation on oil production and to discuss energy policy, research and ongoing oil market development. OPEC also has Energy Dialogues with the European Union and China. Russia has attended OPEC conferences for some time, but Sechin's attendance at September's meeting was seen as a sign of the country's increased commitment to the cartel. Sechin's attendance as well as a meeting in Moscow between Russian and OPEC representatives the following month, spurred hand-wringing among consumer countries like the U.S. and Britain. And for good reason. Russia has been known to use its massive oil and natural gas reserves as a political weapon. The idea of its inclusion in the gas club, which already accounts for nearly 40 percent of global oil production, evokes all sorts of uneasy thoughts about what it might mean for the world's economic stability. The September meeting as well as a special December meeting came and went without Russia formally throwing its hat into the ring. There were hints from President Dmitri Medvedev about joining the organization and proposals for a memorandum of cooperation were submitted by both Russia and OPEC. The proposal is expected to be discussed at Sunday's OPEC meeting. Richard Wachman over at the Observer laid out a case for why Russia is eager to form an alliance. I don't doubt Russia wants an alliance. They just don't want the commitment of a full-blown relationship. Here's why I doubt Russia will ever officially join OPEC. For one, as the WSJ pointed out last year, it is incredibly difficult for Russia to stop producing oil one day and then flip the switch back on. Logistics aside, even if Russia could easily flip the production switch, it doesn't want to. The best scenario for Russia is exactly what they have now: A semi-official relationship with OPEC without all the messy commitment. Just take a look at Russia's export duty. This is how Russia controls its exports of oil, or at least it's the most effective way. A higher tax or duty reduces oil exports, while a lower tax encourages exports. So, if Russia can't easily cut production on the ground, but says it supports and will "participate" in cuts to oil deliveries, why-oh-why would the country continue to slash its oil export duty? Russia's foreign minister said Tuesday it will cut its oil export tax from $115.3 to $108-$112 per metric ton from April 1, according to Russian news agency Novosti. This comes after numerous cuts to the tax last year and a change from its bimonthly practice of revising the tax to a monthly review in order to respond more quickly to world oil prices. Russia's oil export tax was $372.2 per metric ton back in October. If Russia raises the tax, it means it is serious about cutting output, as the folks over at Street Professor pointed out last year. That has yet to happen and I don't expect it will any time soon. Of course, stranger things have happened and Russia could decide to join the cartel. I suspect Russia will continue to string OPEC along, promising closer cooperation, and step back to allow the member countries cut production and take the financial hit.
Russia won’t join OPEC

VOICE OF RUSSIA 2010 (“Will Russia join OPEC ultimately?” Sep 10, http://english.ruvr.ru/2010/09/10/19722157.html)

After a series of the so-called “oil wars”, Russia as the world’s second oil exporter was invited to join the Organization of Petroleum Exporting Countries (OPEC). This offer was met without much enthusiasm in Moscow. OPEC was formed 50 years ago in Baghdad by Venezuela, Iraq, Iran, Kuwait and Saudi Arabia. The organization was later joined by the United Arab Emirates, Nigeria, Indonesia, Qatar, and Algeria. The Soviet Union then preferred to stand back for a number of political reasons, even though debates and negotiations concerning OPEC membership still took place, says Director General of National Energy Security Foundation Konstantin Simonov. The Soviet Union would not tolerate any political dependence on the Islamic states, and this rejection of OPEC membership largely contributed to the country’s collapse. In exchange for sophisticated arms supplies, the US persuaded Saudi Arabia to sharply increase oil production in the early 1980s, thus causing a global market meltdown. Consequently, the Soviet Union lost most of its revenues and eventually ceased to exist. Another “oil war” broke out between OPEC and Russia in July 2002. Moscow was then urged to reduce crude oil exports amid the falling prices for the “black gold”. The conflict was over in 2003 after oil prices began to rise on the eve of the US invasion of Iraq. The main thing for Russia and OPEC now is to achieve stability and predictability of prices for energy resources worldwide. To start moving towards this goal Russia has proposed to join efforts in countering international oil price manipulation and conclude some long-term contracts on oil supplies. Among other Russian offers in this respect is the establishment of a new oil trading system aimed to avoid any speculative sales of futures contracts, as well as the introduction of new oil brands traded on exchanges. Their prices will be determined with due account of the market value of principal currencies. The St. Petersburg Commodity Exchange may become part of the new system of trading the “black gold”, in particular Russia’s Urals brand oil. At the same time, Russia does not seem to be willing to bind itself with obligations of setting quotas for oil exports, although the position of OPEC Secretariat’s permanent representative may help promote a stable and real-time exchange of views on all issues and implement all proposals concerning a better market situation.
***MILITARY MODERNIZATION IMPACT

2NC GENERAL MIL-MOD IMPACT
Oil prices are key to Russian military modernization

Bennett 12 – graduate uchicago and Emory School of Law ( John T. “Oil Prices Fueling Russia's Disruption of U.S. Foreign Policy” April 04, 2012 http://www.usnews.com/news/articles/2012/04/03/oil-prices-fueling-russias-disruption-of-us-foreign-policy ajones)

"Putin still aspires for Russia to be a superpower," says Steven Pifer, a former U.S. ambassador to Ukraine. "There are only two ways for Russia to achieve that: nuclear weapons, and oil and natural gas sales." The price of a barrel of oil was nearly $105 at midday Tuesday, steadily climbing from a 52-week low of $76.35 per barrel in October. Oil prices began to rise in late 2010, peaking at $113 per barrel in May 2011, before dipping last summer and then rising again. Russia is the world's second-largest oil exporter at 5 million barrels a day, and its the ninth-leading natural gas exporter at 38.2 billion cubic meters a year, according to the CIA World Factbook. Russia rakes in nearly $500 billion annually in exports, with the CIA listing petroleum and natural gas as its top two commodities. Frances Burwell, vice president of the Atlantic Council, says Russia's oil revenues "give it a comfort zone" from which its leaders feel they have the global cache to make things tough for Washington. Burwell says she "places more weight" for Russia's recent global muscularity on "Putin's re-emergence." The Russian once-and-soon-again president "clearly sees playing the national card as the strong guy internationally benefits him," she says. But, make no mistake, bloated national coffers from high oil and gas prices underwrite Putin's muscle-flexing, experts say. Putin made a number of big domestic promises during the presidential race, including plans to usher in sweeping pension and wage hikes. He also put forth "a rather ambitious military modernization program," Pifer says. "If oil prices remain high, he might be able to do all of those things," Pifer says. "If prices come down, however, Putin will have some very tough decisions to make at home ... between guns versus butter." Should oil and gas prices tumble, experts say Putin would likely pick butter. "In 2007 when oil was doing well, Putin [as president] could have modernized the Russian military," says Pifer. Instead, Putin made a number of economic moves, such as the creation of a rainy day fund that was used during the recent global financial crisis," Pifer notes. What's more, Putin returns to power with his sharp eyes locked on his opposition, which is composed of the country's urban, middle-class populations. Experts agree that Putin would be hard-pressed to break his pension and wage promises in favor of a few more missiles. But even an economically weaker Russia would likely pick its spots to block Washington's desires. "They have a very sovereigntist, non-interventionalist view of world affairs," Burwell says. That means Moscow fundamentally opposes Western efforts to boss around the world's strongmen, with which Russian leaders have much in common. "The Russian also have real hard-core, national, commercial and other interests in both Iran and Syria that cannot simply be ignored," Burwell says.

Current Russian threat perception risks nuclear preemption—modernization key to lower nuclear reliance 

Renz and Thornton 12 – lecturers on international security in the Faculty of Social Sciences, University of Nottingham (Bettina., Rod. “Russian Military Modernization Cause, Course, and Consequences”  Problems of Post-Communism  Volume 59, Number 1 / January / February 2012   Pages:  
44 - 54  ajones)

The perceived weakness of this triad means that the Kremlin was pleased with the START agreement of March 2010. The treaty limits favor Moscow in that it does not have to cut any of its own nuclear warheads or delivery systems—the numbers of ICBMs and warheads in its own triad are actually below the negotiated caps. Only the United States has had to bring its numbers down.58 Normally, in the arranging of such international security treaties, negotiating from a position of military weakness—as Russia was—is not conducive to the ability to drive a hard bargain. Moscow has been lucky, however, in that Washington seems not to be too interested in the shape of Russia’s current and future nuclear arsenal. Rather, in terms of perceived security threats, Washington has its eye more on the terrorist ball than on the Russian one. Additionally, under STA RT, Russia does not have to reduce the number of its tactical nuclear weapons. It has more of these than the United States. These are prized and important assets to Moscow, and they have become even more prized and important as Russia’s conventional military has become weaker. They are seen more and more as the fallback option if Russia one day faces some sort of defeat in a conventional conflict—against the likes of Georgia or China. In the largest Russian military exercise held since the end of the cold war—conducted recently in the Russian Far East—tactical nuclear weapons (i.e., mines) were notionally “exploded” as part of the exercise play.59 This fact alone seems to confirm that Russia’s conventional military weakness has led to a reduction in its nuclear-use threshold. Conclusion The current modernization in the Russian military is long overdue. Because it is long overdue, it has to be completed in a rushed, haphazard fashion and against a backdrop of a military–industrial complex unable to fulfill its role in the process. Traditionally, military modernization is not achieved lightly, given the bureaucratic inertia and cultural norms that are always present. When, as in the current situation in Russia, such barriers to change are aided and abetted  by any number of additional problems (not to mention the rampant corruption that is endemic across all levels of Russian state institutions, including the military), then it must be expected that Russia’s armed forces will be striving for some time to become truly “modern.”60 In essence, what should have been accomplished as an evolution over many years, and should have begun during the Yeltsin era, is now being attempted as a revolution in the post–Georgian war era. As with any revolutionary change, a good deal of disruption and disaffection has been created. Moreover, the current Russian military is a weakened military. The psychology of the tsarist/Soviet/Russian military has always been that numbers counted, that mass would prevail. Numbers inspired confidence, and numbers could deter. But the current Russian military is losing numbers while not making up for them by creating smaller, more professional forces equipped with the requisite technologies. Quality is not replacing quantity. The military is in a state of flux. Russian politicians and military figures both now lack a genuine confidence in the armed forces’ ability to deter. This can have two consequences. Either Russia takes large steps to avoid the possibility of military confrontation by stressing diplomatic solutions to possible threat scenarios (as the tsarist government did in 1914), or it goes the opposite way, fearing that if any state is threatening military action against Russia then the hair trigger comes into operation (Israeli-style). That is, the mentality of the first, preemptive strike becomes paramount—taking advantage of surprise—and using what assets Russia now has. The alternative is to take the risk of waiting to be attacked and maybe “losing.” What is clear is that, with its armed forces currently weakened by the process of change, the sense of vulnerability generated has led Russia, in classic confirmation of the security dilemma concept, to magnify the threats it faces, or thinks it faces. Conscious of its vulnerability to threats, real or imagined, Moscow may begin to look more and more toward the inflexible tool of its tactical nuclear weapons as its principal defense mechanism. While no one really supposes that such weapons will be used in any confrontation with the West, the same cannot be said of any possible conflict with the Chinese. Ironically, Beijing’s military still relies on mass. The best modern military counter to mass is to employ either PGMs or tactical nuclear weapons. The Russian military has hardly any of the former but plenty of the latter. Hair triggers and tactical nuclear weapons are not comfortable bedfellows.
OIL PRICES KEY

Drop in oil prices forces Russia to cut conventional spending and focus on nuclear weapons

SUELDO 2011 (Alejandro M. Sueldo is a scholar with the Project on Nuclear Issues of the Center for Strategic & International Studies (CSIS) and author of “Contextualizing and Engaging Russian Nuclear Policy,” “Foreboding Kudrin’s Comeback,” Foreign Policy Journal, Oct 6, http://www.foreignpolicyjournal.com/2011/10/06/foreboding-kudrins-comeback/)
Moscow is pushing a ten-year military modernization program that will cost Russia about 22 trillion rubles (US$683 billion).  The program aims to replace eighty percent of Russia’s largely Soviet-era weaponry by 2020.  Almost two trillion rubles (US$62 billion), or about nineteen percent of Russia’s budget, was allocated to the military reform effort this year alone.

Following Kudrin’s dismissal, and in an effort to underscore the ruling tandem’s determination to push forward with Russia’s costly reform program, President Medvedev visited the Center-2011 strategic military exercises in Chelyabinsk and stated, “We cannot avoid [heavy] defense spending worthy of the Russian Federation, which is not some ‘banana republic’ but a very large country, a permanent member of the UN Security Council that possesses nuclear weapons.”
In highlighting Russia’s grandeur to a crowd of military staff nonetheless, it is intriguing that Medvedev failed to also mention Russia’s conventional forces as a bedrock of Russia’s global power status.  But this is not surprising given that nuclear weapons are the main pillar to maintaining Russia’s real and perceived status and security, and thus are a key component of Russia’s ongoing reform program.
Foremost, Moscow plans to spend on Russia’s RS-24 intercontinental ballistic missile and the so far troubled Bulava submarine-launched ballistic missile, both publicized as possessing capabilities resistant to the U.S. and NATO missile defense systems.  Indeed, according to official data, the share of modern equipment in Russia’s strategic nuclear forces is already about twenty percent, whereas in its conventional forces it does not exceed ten percent.
Kudrin’s defense spending concerns, however, may prove well-founded.  At a time when Russian military spending is soaring, worldwide fears of a new global economic downturn has led to important capital outflows from emerging markets like Russia.  A new recession would drive oil prices down along with both Moscow’s budget and an already sinking Russian ruble.  Notwithstanding gray horizons, the Kremlin insists on advancing with its costly military modernization program.
Being that revenue from duties on energy sales account for about fifty percent of Moscow’s federal revenues, and considering that a US$125 per barrel price is required for a balanced Russian budget, a dive in world oil prices could temper Moscow’s vice for defense spending.  Indeed, if Moscow’s spending trends continue, the Kremlin will require a higher priced oil barrel next year to balance its budget, and may even need to tap into the stabilization funds Kudrin created to cushion the adverse shocks of a global contraction.

Nevertheless, as Russia has long done, if confronted with budgetary constraints, Putin will choose to continue basing Russia’s defense “on the cheap,” by sacrificing spending on his country’s conventional forces in favor of modernizing its nuclear arsenal.

High oil prices are key to Russian military modernization

NEW YORK TIMES 2008 (“Russia striving to modernize military, U.S. notes with interest, not alarm,” Oct 20, http://www.nytimes.com/2008/10/20/world/europe/20iht-20military.17088240.html?pagewanted=all)
Analysts of Kremlin affairs note that a central risk to Russian military reform might not be foreign armies, but the current economic collapse, which has seen a plummeting of oil prices, robbing Russia of profits earmarked for upgrading the armed forces.
An irony is emerging. One central cause of the Soviet collapse was that the USSR's centrally planned, calcified economy simply could not support the Kremlin's superpower military ambitions. If oil prices continue to drop, Medvedev and Putin may be faced with the same economic limits on their military plans.

MIL-MOD: NUKE RELIANCE

Modernization is inevitable, but absent completion leads to hair-trigger doctrine and war 

Renz and Thornton 12 – lecturers on international security in the Faculty of Social Sciences, University of Nottingham (Bettina., Rod. “Russian Military Modernization Cause, Course, and Consequences”  Problems of Post-Communism  Volume 59, Number 1 / January / February 2012   Pages:  
44 - 54  ajones)

In what appears to be something of a root-and-branch discarding of old Soviet strategies and structures, the country’s armed forces are currently subject to a process of change that will, if the plan comes to ultimate fruition, leave them smaller, leaner, more deployable, and more effective in contemporary conflict scenarios. This transformation involves moves from conscription to professionalism, from mass to mobility, and from low-tech to high-tech. The head of the Russian armed forces has called the ongoing process “the country’s first serious military reorganization in the past forty years.”3 The hope within the corridors of the Kremlin is that Russia will soon have a “new look” military fit for the twenty-first century. To back this up, spending on the military in Russia is set to increase by some 50 percent over the next three years.4 These bold moves—both in progress and planned— are, however, being stymied. They have to face a reality in which new ideas and concepts are meeting the weighty barriers provided by military conservatism, by a weak industrial base, and by economic reality. Naturally,  given the problems inherent in this transformation, the Russian military will, for a certain period into the future, be in a state of flux. It will thus be perceived as weaker. Any major transformation in any military will, at least for a period of time, leave it falling between two stools. As the early twentieth-century Russian military thinker Anton Kersnovskii put it, “the main difficulty of military organizational development lies in the dualism of the task: preparing for tomorrow’s war and at the same time correcting yesterday’s mistakes in case war breaks out today.”5 Russia, with a military undergoing a lengthy and painful transformation, is already, and will continue to be, a country feeling vulnerable. Like Israel, another state that feels vulnerable, Russia is more likely to engage in aggressive and preemptive military action to create that element of surprise that can overcome its “weakness.” Thus, we may see the Russian military adopting a very dangerous hair-trigger philosophy
Russian conventional strength key to prevent nuclear war
LAMBERT AND MILLER 1997 (Stephen and David, USAF Institute for National Security Studies, “Russia’s Crumbling Tactical Nuclear Weapons Complex: An Opportunity for Arms Control” April www.usafa.af.mil/inss/OCP/ocp12.pdf)

To compensate for Russia’s current conventional weakness, Russian strategists have explicitly sought to “extend the threshold for escalation downward,”28 thereby increasing the likelihood of tactical nuclear release in the face of hostilities. Thus there are two distinct concepts at work: (1) the procedure of pre-delegating the launch codes; and (2) the operational doctrine of lowering the nuclear threshold. These trends are corroborated by interviews with Russian officials familiar with nuclear weapons strategies. Dr. Nikolai Sokov, an expert on the Soviet delegation to START I as well as other US-Soviet summit meetings, affirms that with such a doctrine in place, one “cannot rule out that a local commander could individually take the authority to launch a weapon.”29 The assumption that the Russian weapons control system is more stable during peace-time is also suspect. Due to the lack of technical safeguards, especially on air-delivered weapons (cruise missiles and gravity bombs), individual attempts to acquire these weapons even during times of peace are possible. Moreover, the lack of adequate locking mechanisms on these weapons would then make them deliverable, with a full nuclear yield, even without launch authorization. Media attention has been overwhelmingly dedicated to the apex of the control system; this focus seems to be at least partially misplaced. While it is largely true that the absence of a stable political system and the reliance on a control system with the potential for sudden shifts in allegiances could cause a breakdown of control, the most important dangers of misuse of Russia’s nuclear weapons are not to be found at the apex, but at the lower echelons of the command system. The Russian practice of pre-delegation carries with it the dangers of a premature weapons release or the employment of a nuclear weapon because of the judgment of a local military commander.

MIL-MOD: CHINA
Russia modernization contains China

 Kapila 11 -  graduate of the Royal British Army Staff College, with a Masters in Defence Science atMadras University and a PhD in Strategic Studies at Combines a rich experience of Army –Brigadier- and diplomatic assignments in major countries (Dr Subhash Apr-2011  “RUSSIA’S MILITARY MODERNIZATION: THE GEOSTRATEGIC AND GEOPOLITICAL IMPLICATIONS”http://www.southasiaanalysis.org/%5Cpapers45%5Cpaper4431.html ajones )

One cannot move away from the examination of this aspect without dwelling on the geostrategic and geopolitical impact of Russian resurgence and military modernization on China. China strategic nexus with Russia in the form of a strategic partnership or through the Shanghai Cooperation Organization has all along been a marriage of convenience aimed at the United States. Its longevity was always a ‘variable’ in strategic analysis. Briefly, the overall impact on China of Russian resurgence and military modernization can be outlined as follows: Russia’s resurgence to reclaim its erstwhile status as the second pole in a bi-polar world would limit China’s emergence as the second Superpower. China’s propensity for playing a ‘Swing Strategy’ between USA and Russia would be that much more limited. It has to be remembered that no amount of Chinese military modernization can help it to reduce its military differentials with Russia in terms of size of strategic arsenals, force projection and political influence on China’s peripheries. Politically China cannot emerge as an independent global power center as this aspect is dependant on United States munificence to endow overplayed strategic significance on China’s superpower potential. It is only a tactical expediency of the United States to do so. Neither in the same vein can the United States downplay Russia’s strategic resurgence and the impact of its military modernization. Russia’s impact on global power politics cannot be underestimated by the United States and no amount of a crafted and over-exaggerated build-up of China’s strategic potential can help the United States to reduce the true import of Russia’s resurgence and military modernization.. Concluding Observations Russia’s political resurgence coupled with an attendant military modernization of its strategic and conventional military might may not be an immediate ‘game-changer’ in the existing global power calculus. Yet it has all the substantive potential to emerge as one in the foreseeable future. Russian strategic resurgence and military modernization has already started impacting in critical strategic regions of the world as discussed above. It is only a matter of time for it to be visible in pronounced contours. As Russia’s strategic and military resurgence becomes more pronounced and Russian military power grows, China’s striking resonance in the global strategic calculus can expectedly become that much more muted. Neither the United States nor China can be dismissive of Russia’s military modernization which is now a given and a reality that the United States needs to factor-in in its global and regional strategic calculations.

***RUSSIAN AIRFORCE IMPACT
2NC RUSSIAN AIRFORCE IMPACT

Oil prices are key to Russian military modernization, particularly the air force

Lukszo 11 -  M.A., UNIVERSITY OF DENVER (Adam J. “NUCLEAR DEPENDENCE: THE RUSSIAN FEDERATION‘S FUTURE RELIANCE ON NUCLEAR WEAPONS FOR NATIONAL SECURITY”  June 2011,  A Thesis Presented to the Faculty of the Josef Korbel School of International Studies University of Denver, advised by Jonathan Adelman,  PhD, Columbia University ajones)

State Armaments Modernization Program The budget for this armaments program is listed as 20 trillion rubles ($650.56 billion) and almost a quarter, 4.7 trillion rubles ($150.7 billion), is allocated for naval modernization.254 This modernization plan is ―three times more than is allocated in the existing 2007-2015 program. One third of the funding is expected to be provided by 2015. Part of the reason for such a large budget is the Russian government‘s recognition of graft, corruption, and mismanagement within defense procurement. ―Various press reports estimate that as much as half of all procurement money is spent on bribes and other forms of corruption.‖257 Therefore, it is necessary to provide more funding to overcome the money that ―disappears‖ due to these causes. The ability to fund this program in its totality assumes that government revenues from oil, natural gas, and other natural resources will continue which is not guaranteed considering the volatility of these markets. Overall, SAP 2020 is a very ambitious armaments program and if successful would go a long way toward modernizing Russian forces and improving the technical quality of its military equipment. This is critically important due to the obsolete nature of much of the equipment, in many cases its poor quality, and use past official service life. All three conventional military branches are slated to receive new equipment. The Air Force is expected to be the main beneficiary of this new armaments program with the navy and ground forces considered lesser priorities.258 

Air force modernization is key to Russian nuclear deterrence—must maintain current budget levels
NTI 2012 (Nuclear Threat Initiative, “Russia Supplies Yars, Topol-M ICBM Units to 10 Military Regiments,” Global Security Newswire, March 20, http://www.nti.org/gsn/article/russia-supplies-yars-topol-m-icbm-units-10-regiments/)
“The strategic nuclear forces still remain a reliable guarantor of deterring aggression,” he said. “Their required numerical strength and the three-component structure have been preserved” (ITAR-Tass I, March 20).
Serdyukov said a new cruise missile that would be fired from the air is now operational, RIA Novosti reported. The defense chief on Tuesday offered no additional details about the weapon.
International Institute of Strategic Studies air conflict specialist Douglas Barrie said the air force missile was probably a conventional iteration of the Kh-55 nuclear cruise missile or an atomically armed Kh-101 system (RIA Novosti, March 20).
Air force commander Col. Gen. Alexander Zelin said his service could procure as many as 140 Su-34 strategic bomber aircraft, Interfax reported on Monday (see GSN, Feb. 14).
"The figure for Su-34 has already been announced -- 92 aircraft. But overall, the air force will have 124 of such aircraft, and subsequently up to 140," Zelin told the publication Nezavisimoye Voyennoye Obozreniye.
The officer reaffirmed plans to entirely retire Russia's Su-24 bomber aircraft in favor of the Su-34 planes by the end of this decade.
"We are planning to make it a carrier of other long-range missiles. Such work is under way, and I think that it is the platform that can solve the problem of increasing nuclear deterrence forces within the air force strategic aviation," the official stated.
Russia would field the aircraft at Chelyabinsk, Khurba, Krymsk, Lipetsk and Voronezh, Zelin said, adding "flying groups of 24, 28 and 30 Su-34 aircraft" would be established at the sites.
Su-24 planes that are still operational are also undergoing updates, Zelin said. "One can say that the results we obtained for this aircraft are fully satisfactory. We shall continue both upgrading and cutting numbers of ordinary Su-24s that we still have in service. They, of course, are completing their service cycle, it is a formidable soldier aircraft that did its job," he said (Interfax, March 19).
Separately, Russian President Dmitry Medvedev on Tuesday said he is pleased with alterations to his nation's military, ITAR-Tass reported.
The changes "match modern challenges and can give a response to potential threats against us," he said.

"Strategic nuclear forces were built up, the common air and space defense system was created to bring together the troops of air defense, missile defense, early missile warning systems and outer space control systems," Medvedev noted (ITAR-Tass II, March 20).
Until 2020, Russia would provide "not below 2.8 percent" of its gross domestic product to military-related enterprises, he said (ITAR-Tass III, March 20).
"By 2015, the share of new armaments must increase to 30 percent, and by 2020 -- to 70 to 100 percent," he said, adding Russia would provide $785.6 billion for the effort (ITAR-Tass IV, March 20).

Russian nuclear deterrence is critical to prevent U.S. attack which escalates to human extinction

SHARAVIN ET AL 2007 (Major General Alexander Vladimirov, Vice President of the Military Expert Board;  - Colonel General Vladimir Yesin, Senior Vice President of the Russian Academy of the Problems of Security, Defense, and Law;  - Colonel General Leonid Ivashov, President of the Academy of Geopolitical Problems; and  - Alexander Sharavin, Director of the Institute of Political and Military Analysis, Defense and Security, July 20)
Ivashov: Numerous scenarios and options are possible. Everything may begin as a local conflict that will rapidly deteriorate into a total confrontation. An ultimatum will be sent to Russia: say, change the domestic policy because human rights are allegedly encroached on, or give Western businesses access to oil and gas fields. Russia will refuse and its objects (radars, air defense components, command posts, infrastructure) will be wiped out by guided missiles with conventional warheads and by aviation. Once this phase is over, an even stiffer ultimatum will be presented - demanding something up to the deployment of NATO "peacekeepers" on the territory of Russia.  Refusal to bow to the demands will be met with a mass aviation and missile strike at Army and Navy assets, infrastructure, and objects of defense industry. NATO armies will invade Belarus and western Russia. Two turns of events may follow that. Moscow may accept the ultimatum through the use of some device that will help it save face. The acceptance will be followed by talks over the estrangement of the Kaliningrad enclave, parts of the Caucasus and Caspian region, international control over the Russian gas and oil complex, and NATO control over Russian nuclear forces. The second scenario involves a warning from the Kremlin to the United States that continuation of the aggression will trigger retaliation with the use of all weapons in nuclear arsenals. It will stop the war and put negotiations into motion. Yesin: I'm firmly convinced that there will be no war as long as Russia retains the nuclear deterrent potential. If, however, a war between Russia and the United States breaks out (a war, not a petty local conflict), then it will end in a global Apocalypse.  Vladimirov: Whatever the scenarios may be, I'm convinced that only one end is possible - our utter victory. This war will be an undisputable crime against mankind. It may only end in defeat of the United States of America.  How can the Apocalypse be avoided?  Sharavin: We should take care to avoid confrontations with the United States (try as I might, I cannot perceive a single valid reason for Russia to want a confrontation). And of course, Russia should concentrate on actual as opposed to virtual development of its Armed Forces.  Ivashov: Russia should restore the might of its army and potential of its defense industry. It should concentrate on research into and design of new weapons. As for the national military doctrine, it should include a clause allowing for the use of nuclear arms against a full-scale aggression. Also importantly, Russia needs allies.  Yesin: American ambitions should be firmly countered on the basis of Russian economic and military might. First and foremost, on the basis of the Russian nuclear forces. The existence of these forces is a guarantee that there will be no wars between Russia and the United States.

AIR FORCE: U.S. ATTACK
Powerful Russian nuclear deterrent forces prevent American nuclear strikes on Russia and force close cooperation and peace

IVASHOV 2009 (Col. Gen Leonid (Ret), president of the Russian Academy of Geopolitical Problems,  Nezavisimaya Gazeta via BBC World Monitoring, July 6)
Russian nuclear weapons are one of the main elements in the country's system of military security. And with every passing year the role of nuclear weapons in the overall system of defence is growing, as is the gap between the world's leading countries and ourselves in the sphere of general-purpose forces. The strategic and tactical components of Russia nuclear weapons are a factor for deterring a US nuclear strike or large-scale aggression by a single powerful state or group of states that would threaten the loss of the country's sovereignty and territorial integrity.  Russia today has no alternative to nuclear weapons.  First, their existence compels our main opponents to take heed of Russian interests in some respects, primarily in the security field;  Second, it is our nuclear potential that today determines Russia's geopolitical status, puts it at the level of the three world powers (the United States, China, and Russia), and preserves its place as a permanent member of the UN Security Council;  Third, nuclear weapons generate a "potential of hope" for Russia - that is, potential partners and allies both in the security sphere and also in politics, the economy, the media environment, and so forth;  Fourth, nuclear weapons force American presidents to fly to Moscow, put on a show of respect for Russia, and conduct negotiations on world, regional, and bilateral problems.
Russian nuclear deterrence is key to prevent U.S. first strike

SHARAVIN 2007 (Alexander, Director of the Institute for Military and Political Analysis, Defense and Security, July 20)
Sharavin: Provoking the United States, Russia may actually push it too far and war will become a distinct possibility. How can it provoke the Americans? With its active support, political and military, of Washington's principal enemies like China, Iran, Venezuela, and others. With its military weakness and degradation of the strategic nuclear forces and air defense system. Finally, with its domestic policy aimed to curtail democracy and crush the opposition. All three factors must converge. If they do, the Americans may loose their high-precision weapons in a preemptive strike at the Russian strategic nuclear forces and put an end to Russia as a military threat to the United States. All these factors I've mentioned exist nowadays but not to the extent to instigate a war yet.
Russian nuclear deterrence is critical to prevent U.S. conventional attack that escalates into global nuclear war

SHARAVIN ET AL 2007 (Alexander, Director of the Institute for Military and Political Analysis; others are Russian generals, Defense and Security, July 20)
Sharavin: Mindful of the damage to ecology, the United States will probably try to make do with conventional weapons. On the other hand, the deployment of small nuclear devices is possible too. As for Russia, it has practically nothing to respond with. Ivashov: I'd say that the United States and NATO will launch a large scale offensive with conventional weapons and combined forces to eliminate the Russian general purpose forces. Nuclear blackmail will be used to compel Moscow to capitulate. Special forces will be widely used in all sorts of operations they are trained for. Yesin: Russian nuclear forces are its own argument in a direct military confrontation with the United States (actually, with NATO). Russia will be forced to deploy its nuclear weapons to prevent American (NATO) aggression. Vladimirov: This war will inevitably deteriorate into a nuclear conflict. Regardless of what weapons will be used in the first phase.
Russian deterrence prevents nuclear war with the US

CHANNEL ONE 2009 (Russian talk show, “Kurginyan” is Sergey Kurginyan, president of the Experimental Creative Centre international public foundation, “Ivashov” is Col. Gen. Leonid Ivashov, president of the Academy of Geo-Political Problems, BBC World Monitoring, May 24)
Kurginyan believes that the only way to peace is mutual deterrence, "the situation whereby countries possessing nuclear weapons understand that if one side starts a war, it will be destroyed by the other one". "In this case a reduction in combat capabilities leads not to a greater peace but to a unilateral advantage of one side, the USA, for instance, hence to a greater threat of a world war," he said. "Our task is to handle nuclear weapons carefully and prevent the disappearance of nuclear weapons from the world," he added. Now that the Russian-US talks on START are under way, we must not allow that the Americans reduce their arsenals a little bit and we reduce ours to a level when we will not be able to retaliate, he said. Ivashov agreed and said: "Nuclear weapons are a deterrence factor if the system of nuclear weapons is based on the balance of forces." Nadezhdin believes the world does not need nuclear weapons. "This is horrendous evil and it must be reduced of course."  What treaty with the USA does Russia need?  Kokoshin said that the principle of strategic stability lies in each side's capability to strike back on a massive scale. There is no other way than to assess the sides' combat capabilities, he said.  Tretyakov was not sure that the treaty would be drawn up on time. "Either the existing one will be extended, or nothing will be done at all. In my view, nothing will change. I can give you a short answer: we don't need this treaty. Certainly, Russia needs its own powerful nuclear means of deterrence which are subordinate only to Russia. There is no doubt about this. Whether the treaty will be attached to this, is a technical matter."  Kokoshin agreed, saying: "I also think we are quite capable of living without an agreement. The main thing is the optimal structure and combat composition of our strategic nuclear forces."  Ivashov said: "I believe that Russia does not need the treaty on the US terms and conditions. Moreover, it is extremely dangerous for Russia. This is the only way to prevent not only a nuclear strike but also an aggression." Kurginyan said that the treaty is necessary if it takes into account sea based ballistic missiles and missile stockpiles and is tied to the problem of air defence.  Parkhalina said: "It would be irresponsible to say we don't need the treaty... We need it because we will not survive an arms race economically." Litovkin agreed that Russia does not need to be drawn into an arms race.  What to do to prevent a nuclear war?  Tretyakov said that since there was no trust, and it would not appear in the near future, the best system would the balance of forces.  Ivashov blamed the proliferation of nuclear weapons on "the destruction of the system of security which appeared after WWII". "Without restoring the system of guarantees we will not stop nuclear weapons," he said, adding that the destruction was brought about by the USA.  Kurginyan said he was "categorically" against any rapprochement "at the expense of our strength. An end must be put to this." "We cannot continue to buy better relations with anybody at the expense of our strength. We have been doing this for 20 years," he said. He advocated a new division of spheres of influence between great powers, and "full responsibility of the great powers for their spheres of influence."  Kokoshin believes that it's only the USA which benefits from measures of trust and control.

Russian nuclear weapons deter American aggression against Russia, encourage stability, and prevent American strikes on other states

IVASHOV 2002 (Col. Gen. Leonid, VP of the Geopolitical Problems Academy, Official Kremlin Int'l News Broadcast, June 28)
And now about nuclear weapons. I disagree with the statement, I heard it in your question, that Russian nuclear weapons are dangerous for the world and Europe. I don't think they are dangerous for Europe or the world. Moreover, nuclear weapons today are a political weapon, primarily in Russia. Although the military doctrine says that Russia will not be the first to use them in case of a large-scale aggression threatening its sovereignty and state integrity, this provision in the doctrine serves as a political weapon, as a deterrence against the attempts to destroy the state or against a large-scale armed invasion. I think Russian nuclear weapons also facilitate the search for alternatives to the global processes that are objective but ceased by certain entities, and facilitate stability as well. Let's imagine that with all the cowboy-like approaches in the US policy, Russia and China did not have this nuclear potential, what would Americans do on this planet and what would they do to Russia too? Nuclear weapons are becoming a less and less deterring factor due to the policy of the Russian leadership, but still they do play some role in stabilizing the situation and in deterring cowboy-like approaches in managing the world, especially now that on June 1 Bush said 60 countries were potential targets for American strikes. I believe Russian nuclear weapon play a positive role in this respect.
U.S. WILL ATTACK NOW

Resources and leadership give the U.S. incentives for nuclear aggression against Russia 

IVASHOV 2007 (Colonel General Leonid Ivashov, President of the Academy of Geopolitical Problems, Defense and Security, July 20)
Ivashov: I also believe that the American war on Russia is possible. And by the way, the United States has been shaping the general situation and its own military potential for the war on Russia. Anti-Russian indoctrination of the general public is under way. The US leaders openly point at Russia as a target in military operation. What makes this war possible? It will enable the United States to fulfill their dream of becoming the world leader and eliminate Russia as an obstacle on the way to absolute control over Eurasia. Oil, gas, and drinking water are being depleted at an ever increasing rate while consumption and the global population goes up. It follows that the struggle over resources is not going to slacken. On the contrary, it is bound to become even more vicious now. Moreover, the war may impair Russia's revival as a potent world power capable of challenging America and Europe.

The timeframe is quick—the U.S. will launch aggressive war against Russia within ten years

VLADIMIROV 2007 (Major General Alexander Vladimirov, Vice President of the Military Expert Board, Defense and Security, July 20)
Vladimirov: As a matter of fact, a war between Russia and the United States is possible inside the next 10-15 years. America will be the aggressor. The cause? The monopoly over Russian resources and the prevention of their ending up in China's hands. The objectives of the war are quite clear even now: removal from the political map of their powerful geopolitical rival whose missiles will wipe the United States off the face of the earth in 30 minutes. Unrestricted access to resources of the Russian Siberia and Far East. For the Americans, of course. Intimidation of the rest of the world and China with a show of what US technologies and weapons are capable of.
U.S. surprise attacks are possible in the next few years—verification is declining now

KORTUNOV 2007 (Sergei, professor and Head of the Chair of World Politics of the Department of International Economics and International Politics of the State University – Higher School of Economics, The World Around Russia: 2017, http://www.globalaffairs.ru/docs/2017_eng_reader.pdf)
In the short term (three to four years), global instability will increase in the world, and this will be driven by the exacerbation of traditional threats, as well as the emergence of new threats and challenges. Instability will also derive from the progressive decline of the existing regional and global security institutions (UN, NATO, OSCE, etc.). The “centralized” arms control regime, which ensures the predictability of the military-political situation and provides a professional strategic warning – in other words, it effectively prevents the danger of a surprise attack – will continue to degrade. In 2009, the terms of the major bilateral Russian-U.S. Strategic Arms Reduction Treaty will expire; in 2012, the Treaty on Strategic Offensive Reductions will follow suit. Inspections under the Intermediate-Range and Shorter-Range Nuclear Forces (INF) Treaty ended in May 2001, when the 13-year inspection term expired (but the ban on the production of intermediate- range and shorter-range missiles is still in effect because this treaty is open-ended and of unlimited duration). The Treaty on Conventional Armed Forces in Europe will likely become completely ineffective, above all due to NATO’s eastward expansion. Meanwhile, no new arms agreements with the U.S. or NATO can be expected in this area. Although the Comprehensive Nuclear Test Ban Treaty was ratified by three nuclear powers – Russia, the UK and France – the prospects for its entry into force remain bleak (this is due to the posi- tion of the United States, China, Israel, Iran, India, Pakistan, Egypt, North Korea, and some other nuclear states).
Obama is just like Bush—he is attempting to destroy Russian deterrence

RUBTSOV 2009 (Yuri, Strategic Culture Foundation, “Talking of “Paranoid” Russia with a Charming Smile,” Sep 26,  http://en.fondsk.ru/article.php?id=2481)
In reality US President Barak Obama, the initiator of resetting the relations with Russia, is not that different from his narrow-minded predecessor G. Bush who, while endlessly convincing Russia of his friendliness, reanimated R. Reagan's concept of star wars, scrapped the 1972 Anti-Ballistic Missile Treaty, and planted US military bases around Russia everywhere from the Baltic region to Central Asia.  Discussing in an interview to CBS the previous US Administration's plan to deploy in East Europe missile defense infrastructures which Russia regarded as a threat to its security Obama said bluntly that Bush was right that the missile shield would never create any problems for Russians. Smiling broadly as usual he described Russia's reaction to Bush's plan as paranoid.  The interview was dedicated to Washington's September 17 decision to drop the previous plan to site elements of the missile defense system in Poland and the Czech Republic and to the criticism it drew from the US President’s opponents who charged him with being overly gentle and with giving in to Moscow’s pressure. Former presidential candidate J. McCain, for example, decried Obama's decision as a mistake and a concession to Moscow.  Obama replied quite reasonably that Russians had no influence whatsoever over the US defense priorities. One should keep in mind, however, that Moscow is entitled to equal independence in assessing threats confronting it.  Actually the US has no intention to abandon the plan to deploy missile defense in Europe, and the realization of the strategy is merely postponed till 2015, when more modern and efficient systems become available. The third missile defense region is supposed to be ready by 2020. In the meantime the US is going to rely on ship-based radars and interceptors for missile defense. The option of a ground-based missile shield – to be hosted by Georgia, for example - also remains open.  Currently there exists a detailed US missile defense plan comprising four phases. According to the White House, the already created systems with proven efficiency including the ship-based Aegis system, SM-3 interceptors (block IA), and the AN/TPY-2 transportable radar surveillance system will be deployed in Europe during the first phase, which is to be completed by 2011 to counter regional ballistic missile threats to the continent. The second phase will be completed by 2015. A more advanced version of the SM-3 interceptor (block IB) will be sited on ships and ground after necessary testing and more powerful sensors needed to broaden the zone of protection against short-range and mid-range missile threats will be installed. Development, testing, and deployment of a modernized version of the SM-3 (block IIA) will be finished by 2018 in the framework of the third phase. The fourth phase will end in 2020 with the deployment of SM-3 (block IIB) needed to counter more efficiently the mid-range and long-range missile threats and the intercontinental ballistic missile threats the US might face in the future.  US Secretary of Defense R. Gates admitted that the missile threat presented by Iran had been overstated and it would not have the capability to develop and manufacture long-range missiles at least until 2015. This is the reason behind the overhaul of the Pentagon's plans.  Gate's recognizing the above is an important development. The threat allegedly emanating from rogue countries, mainly from Iran, used to be the US Administration's key argument when it made efforts to justify its plans for missile defense in discussions with the leaderships of other countries, Russia's in particular. Of course it was always clear that the perils were exaggerated and the fears – blown out of proportions, but this is not what really matters at present. Radars and interceptors – now transportable - are still going to be deployed in Europe even though it has been admitted that the Iranian threat is nonexistent. Whose missiles are they going to intercept then? Obviously, not French or British.  Regardless of details, the essential goal of the new US Administration's plans is obviously to neutralize Russia’s nuclear deterrent. The only difference between Bush's and Obama's teams in the context is that the latter is exercising a more sophisticated and technology-based approach.  A similar situation was witnessed in the course of discussions concerning the nuclear arsenals of Russia and the US, which took place during Obama's visit to Moscow in July. Generally the reduction of the stockpiles of nuclear weapons is a positive process. Yet, it should be kept in mind that Washington is not inclined to altruism. US military planners are fully aware that the Russian strategic nuclear forces will not be able to serve as a nuclear deterrent with less than 1,000 carriers. At present some of the objectives that could previously be accomplished only with the help of nuclear munitions are within reach for conventional precision weapons, and the US superiority over Russia in this sphere is well-known.  The plan to deploy missile defense infrastructures in Europe was abolished by Washington in a fairly cunning manner. The populations of Poland and the Czech Republic were divided over the idea, and Russia was able to extract certain diplomatic dividends from the situation. Now it appears that the reasons for Russia's discontent are removed, and Moscow is expected to make concessions in response. Russia's move - not to deploy the Iskander missiles in the Kaliningrad province as recently announced by its Ministry of Defense - would not be considered sufficient by Washington.  Importantly, the decision not to site missile defense infrastructures in Poland and the Czech Republic does not affect the overall US strategy aimed at minimizing Russia's nuclear deterrent potential. Moreover, it is going to be implemented using more mobile and technologically advanced means. According to R. Gates, the new program will rely on the Patriot systems. The Pentagon says it is looking for partners willing to host new and more efficient radars, sensors, and interceptors.  Obama's team reacted with great chill to Russian President D. Medvedev's statement that the missile defense should have global dimensions and be created jointly by several countries including Russia and the US. The Russian President said in his September 20 interview to CNN: “The BMD issues may not be dealt with by two or three countries separately. We just have mentioned problems in the Middle East, there are problems with North Korea and others. Hence, the defense should have global dimensions rather than consist of a limited number of missiles which can first of all reach our territory and cannot cover greater distances”.  Moscow has been offering Washington various options of jointly building a missile shield for years. The possibilities on the table included using Russia's radars in Gabala and Armavir or creating a special center in one of European capitals where information about missile launches could be exchanged on-line. Neither of the proposals instilled much enthusiasm in the US for an obvious reason: it would rather preserve full freedom of maneuver.

AIR FORCE: RUSSIA-CHINA IMPACT

Peace is an illusion—China will plot to invade Russia within ten years

SHARAVIN 2004 (Alexander, director of the Political and Military Analysis Institute, What the Papers Say, Jan 14)
Question: In your view, who poses the greatest danger to Russia? Alexander Sharavin: In the Defense Ministry's latest report, known as the White Book, our likely opponents are not named - they remain anonymous. However, we believe in being specific. And we name China first. At present, China appears to have good neighborly relations with Russia, and constantly declares that its intentions are friendly; but some of its actual actions prompt the thought that not everything is quite that simple. For example, the state borders issue hasn't been fully resolved - and such matters are always time-bombs. The Russian media pays a lot of attention to the territory dispute with Japan over four small islands, but it totally ignores China's pretensions, even though China aspires to claim much more territory - virtually all of Siberia and the Russian Far East. Or rather, official Beijing remains silent, but articles do appear in China's newspapers sometimes, and discontented voices are raised. It's hard to believe that anyone could permit themselves to speak out like that without authorization in totalitarian China. I repeat: there is no threat from China in the short term - Beijing's policies are entirely loyal in relation to us at present. But what might happen ten years from now? What guarantee is there that somebody won't try to play the territory card? Question: And we're selling Beijing modern fighter jets with extra engines. Alexander Sharavin: Yes, that's an alarming point. So it seems China is allowing for the possibility that the situation might change, and Russia might stop supplying spare parts for military hardware to its neighbor? And is it any coincidence that China's strongest military forces are concentrated along our borders, even if they're at a distance of 200 kilometers? Is that any distance at all, to them? And let's not forget that on our side of the border there are regions with depressed economies, with vast natural resources and small, ever-shrinking populations.
Russian nuclear deterrence is key

KLIMENKO 2002 (A.F., Military Thought, Jan 1, lexis)
In light of the aforementioned, largely conflicting, factors and processes and thanks to a robust, vibrant peace-loving foreign policy course pursued by this country, and the maintenance of Russia's military capability, above all its nuclear deterrence, on an appropriate level, the threat of military aggression, in its traditional forms, against Russia and its allies has declined. At the same time new military risk factors are growing in some areas that in certain circumstances could develop into a direct militarythreat. Russia has, with good reason, identified the following such factors: territorial claims to the Russian Federation; interference in its internal affairs and attempts to infringe on Russia s interestsin addressing international security problems and hinder its strengthening as a power center in the multi-polar world; ongoing armed conflicts, above all near Russia's borders and the borders of its allies;creating (building up) troops (forces), leading to disturbance of the existing balance of forces in border areas and in territorial seas;expansion of military blocs and the arming and training of armed formations and groups in other states with the aim of sending them to operate on the territory of the Russian Federation and its allies; information-technical and information-psychological impacts jeopardizing the security of Russia and its allies; discrimination against , and suppression of the rights, freedoms and legitimate interests of Russian citizens in foreign states, international terrorism, and other factors.
The impact is extinction

SHARAVIN 2001  (Alexander, Director of the Institute for Military and Political Analysis, What the Papers Say, Oct 3)
Chinese propaganda has constantly been showing us skyscrapers in free trade zones in southeastern China. It should not be forgotten, however, that some 250 to 300 million people live there, i.e. at most a quarter of China's population. A billion Chinese people are still living in misery. For them, even the living standards of a backwater Russian town remain inaccessibly high. They have absolutely nothing to lose. There is every prerequisite for "the final throw to the north." The strength of the Chinese People's Liberation Army (CPLA) has been growing quicker than the Chinese economy. A decade ago the CPLA was equipped with inferior copies of Russian arms from late 1950s to the early 1960s. However, through its own efforts Russia has nearly managed to liquidate its most significant technological advantage. Thanks to our zeal, from antique MiG-21 fighters of the earliest modifications and S-75 air defense missile systems the Chinese antiaircraft defense forces have adopted Su-27 fighters and S-300 air defense missile systems. China's air defense forces have received Tor systems instead of anti-aircraft guns which could have been used during World War II. The shock air force of our "eastern brethren" will in the near future replace antique Tu-16 and Il-28 airplanes with Su-30 fighters, which are not yet available to the Russian Armed Forces! Russia may face the "wonderful" prospect of combating the Chinese army, which, if full mobilization is called, is comparable in size with Russia's entire population, which also has nuclear weapons (even tactical weapons become strategic if states have common borders) and would be absolutely insensitive to losses (even a loss of a few million of the servicemen would be acceptable for China). Such a war would be more horrible than the World War II. It would require from our state maximal tension, universal mobilization and complete accumulation of the army military hardware, up to the last tank or a plane, in a single direction (we would have to forget such "trifles" like Talebs and Basaev, but this does not guarantee success either). Massive nuclear strikes on basic military forces and cities of China would finally be the only way out, what would exhaust Russia's armament completely. We have not got another set of intercontinental ballistic missiles and submarine-based missiles, whereas the general forces would be extremely exhausted in the border combats. In the long run, even if the aggression would be stopped after the majority of the Chinese are killed, our country would be absolutely unprotected against the "Chechen" and the "Balkan" variants both, and even against the first frost of a possible nuclear winter.
Nuclear weapons key to deter and defeat China

TRENIN 2009 (Dmitri, director of the Moscow Center of the Carnegie Endowment for International Peace, Russia and the United States, July, http://www.stimson.org/nuke/pdf/Russia_US_Format_FINAL.pdf)
Russia has declared that, in order to defend its own sovereignty, territorial security, and the territorial security of its allies, it would use nuclear weapons, even if it were the first nation in the conflict to use of them. This is a striking departure from the Soviet declaratory stance which proclaimed a “no-first-use” doctrine. This declaratory change of heart is attributable to the dramatic change in its own condition and resources, including its military capabilities, rather than Russia’s strategic environment. Russia’s conventional forces have been redeployed from the forward positions they previously occupied in Central and Eastern Europe, Central Asia and the Caucasus, Afghanistan, and Mongolia. Russia’s defense perimeter has moved closer to Moscow, reducing its strategic depth in the west by about 1,000 kilometers (km). Russia’s conventional forces, also reduced to about one-third of their Soviet size, have still not been restructured for modern warfare and their quality has deteriorated drastically. Russia’s military has a top-heavy structure, with an outsized overhang of flag officers and colonels, a pathetic shortage of company officers, and a complete lack of professional non-commissioned officers (NCOs). Its weapons and equipment are obsolete, with virtually no combat systems purchased since the collapse of the Soviet Union. Its training exercises have only been resumed recently, after a break of a decade and a half. Russia took a long time and a lot of effort to defeat the insurgency in Chechnya, and although it did defeat Georgia in the short war in 2008, its conventional forces are no match for the forces of its principal neighbors—NATO in the west and China in the east. As a result, Russia has adopted a version of NATO’s 1970s doctrine, which envisaged the first use of nuclear weapons in response to a massive conventional attack by much larger enemy forces. Occasionally, Russia points to the continuing presence of US tactical nuclear weapons (TNW) in Europe as justification for its new policy and maintenance of TNW in support of it, but Moscow has no interest in eliminating TNW altogether. The likelihood of any attack on Russia is judged to be minimal in the west and – for now – very low in the east. In 1990, the Conventional Forces in Europe Treaty eliminated the material possibility that NATO could potentially launch a surprise attack. However, the version of the treaty negotiated in 1999 to reflect the changed political-military situation following the end of the Cold War, and ratified by Russia, has not entered into force, pending its ratification by NATO countries. The latter have delayed, calling on Moscow to first withdraw its military units from Georgia and Moldova. In response, Moscow has suspended its participation in the original 1990 agreement. Even though there are no signs of a return to military confrontation in Europe, Russia is troubled by new US deployments in Romania and Bulgaria, the US missile defense sites and potentially additional forces in Poland and the Czech Republic, and the “blank area” created by the Baltic States’ non-participation in the CFE Treaty. Meanwhile, Western concerns have been heightened by the recent Russian- Georgian war. Although Moscow signed an agreement with Beijing on a set of confidence building measures along the Russo-China border in 1996, it is fully aware of its weaknesses and vulnerabilities. Should the Sino-Russian relationship turn sour, Moscow’s only logical answer would be nuclear threats, both to deter war and, if necessary, to fight it, both at the strategic and tactical levels.

Strong Russian deterrence key to prevent Chinese attack

UMBACH 2004 (Frank, Resident Fellow and Head of the Asia-Pacific Programme, Research Institute of the German Council on Foreign Relations, Asia Europe Journal, January)
Colonel-General Yuri Yakubov, Commander of the Far East Military District, admitted in 2000 that his troops could only cope with a local conflict but would be quickly defeated by a full-sale invasion. He also admitted that mobilization training in the district has not been finance at all over the last 15 years. The Russian military in the Far East will not have new military hardware by 2010 at earliest. Its present hardware is also complicated by chronic shortcomings of gas, diesel fuel and kerosene as well as conscripts they need.56 Its military planners must take into account to a Russian source that the PRC can mobilize an army bigger than the whole population of the Russian Far East and being ‘‘absolute insensitive’’ to casualties, as different from the US and Europe. In this regard Russian security experts have questioned the Sino-Russian strategic partnership by stipulating: ‘‘For Russia the choice of a strategic ally is not just a political military issue. It concerns the choice of the development strategy for the future’’.57 Therefore, Russia has underlined an increasing role of its strategic and tactical nuclear weapons in its defence policies since 1992. Many Russian security and defence experts advocate placing a greater reliance on nuclear weapons to compensate for the deficiencies of the country’s conventional forces. Not only strategic nuclear weapons, but also tactical nuclear weapons play a much more important role in Russia’s defence posture, and particularly in the Far East opposite China. However, nuclear deterrence against China might become more questionable over the next decade because Russia will have great difficulties sustaining even 1,000 strategic nuclear warheads after 2010–2015 whereas China may expand its strategic and tactical nuclear arsenals as of an evolving concept of limited nuclear deterrence that closely links conventional and nuclear warfare.58 As Dmitri Trenin has confirmed: ‘‘Some Russian military officers privately admit in a conflict with China the main Russian defenses along the border, including all the principal cities, will be overrun in a matter of days, leaving the General Staff with few options other than going nuclear.’’59

Russian nuclear weapons key to deter China
TRENIN 2009 (Dmitri, director of the Moscow Center of the Carnegie Endowment for International Peace, Russia and the United States, July, http://www.stimson.org/nuke/pdf/Russia_US_Format_FINAL.pdf)
Unlike the United States, China is never mentioned publicly by Russian officials as a security concern. Moscow believes that China will remain friendly toward Russia, at least in the medium-term, and that the current relationship, described as a “strategic partnership,” will continue. Yet, beyond the 15-20 year horizon, many alternative scenarios are possible, especially if China turns more nationalistic. This raises the problem of Russian arms sales to China. In the 1990s, selling arms to Beijing was one of the very few means available to Moscow to keep the Russian defense industrial base afloat. In the current decade, these arms transfers are more difficult to defend. Basically, Russians see China through the same prism of Realpolitik which they use to watch America. In fact, the Sino-Russian power relationship has changed more dramatically in the last two decades than the US-Russian one. Until recently, Russia never had to live with a strong China. Russian leaders are perfectly aware of the vulnerabilities of their eastern flank, which they have been trying to bolster through various development programs and energy projects. Indeed, former President Vladimir Putin regards the 2004 agreement fixing the entire Sino- Russian border as his top foreign policy accomplishment.‡ Although a full-scale military conflict with China would be an absolute disaster for Russia, a combination of vested interests, anti-Americanism, and sheer complacency keeps the policy of arming China intact. Moscow, of course, imposes certain restrictions on what can be sold to China’s military, but essentially it assumes that a Russian refusal to sell military hardware would motivate China to look for other suppliers, including Ukraine, and, at least potentially, Western Europe. Also, arms transfers, some Russian officials hope, have the potential to create special relationships and make the buyer’s arsenal more or less transparent to the seller. Others see this as a gamble, and point to the Soviet Union’s support of post-Versailles Germany to build its armored forces and chemical weapons arsenal, later inherited by Adolf Hitler. All agree, however, that in order to deter China militarily, if it ever has to, Moscow has no better option than nuclear weapons.1

Conventional forces are not enough to deter china

ORLOV 2002 (Sergei, What the Papers Say, Feb 20, lexis)
This means that Russia can deploy 15 to 20 divisions on the Russian-Chinese border (4,433 kilometers). Judging from operational instructions, these units will be able to cover a fifth of the Russian border. The remaining 3,500 kilometers of the Russian border (except several sectors protected by border guard units) will be open.  In the meantime, the number and topicality of problems on the Chinese border have exceeded "the limit of military confidence".  Firstly, the withdrawal of part of Russian troops beyond the 100 kilometer line has transformed the Russian defensive group and complicated the conditions of cooperation with border guard units, which have lost support.  Secondly, Russia does not renovate positions and fortifications in this zone. The military infrastructure will not make it possible to deploy Russian forces according to operational plans in 20 years (this is the period of validity of the agreement).  Thirdly, practically all operational sectors covered by the agreement are considered as being difficult of access. Complicated climatic and geographic conditions, and a weak network of roads will increase the time needed for regrouping operational units.  Fourthly, cuts to military units will cause the withdrawal of the populace who worked in military camps. This means that Russia will lose part of mobilization resources.  When thinking of broadening military confidence Russia forgets about its main task: to protect its national interest. As a result, Russia has hurt its security owing to its generosity. As a rule, Russia does not understand such things on time.

AIR FORCE: CONVENTIONAL POWER
Air force modernization is key to conventional capability

Lukszo 11 -  M.A., UNIVERSITY OF DENVER (Adam J. “NUCLEAR DEPENDENCE: THE RUSSIAN FEDERATION‘S FUTURE RELIANCE ON NUCLEAR WEAPONS FOR NATIONAL SECURITY”  June 2011,  A Thesis Presented to the Faculty of the Josef Korbel School of International Studies University of Denver, advised by Jonathan Adelman,  PhD, Columbia University ajones)

*vvs is russian air force

All these facts call attention to the precarious status that the Russian Air Force finds itself in. The Georgian conflict in particular drew attention to the VVS‘s inability to suppress or destroy Georgian air defenses;240 defeat the Georgian Air Force; or effectively defend their aircraft from attack. In addition, the VVS did not possess the ability to provide close combat support or communicate with its ground troops. Finally, the arsenal of the VVS prevented its pilots from effectively targeting enemy positions due to the vulnerability of employing guided munitions and the inefficiency of employing unguided munitions. The United Sates has demonstrated the superiority of air power on numerous occasions since 1991. Air power is often the key to victory in major conflicts and during the Georgian War the Russian military demonstrated that its air force possesses many weaknesses. The atrophy it suffered during the 1990s in terms of equipment degradation, pilot training, and development and deployment of new vehicles has severely limited the capability of this military branch. Without a major investment in procurement for aircraft, armaments, and training the VVS will continue to remain unable to fulfill its functions properly.

Prevents nuclear reliance and nuke war

Renz and Thornton 12 – lecturers on international security in the Faculty of Social Sciences, University of Nottingham (Bettina., Rod. “Russian Military Modernization Cause, Course, and Consequences”  Problems of Post-Communism  Volume 59, Number 1 / January / February 2012   Pages:  
44 - 54  ajones)

The perceived weakness of this triad means that the Kremlin was pleased with the START agreement of March 2010. The treaty limits favor Moscow in that it does not have to cut any of its own nuclear warheads or delivery systems—the numbers of ICBMs and warheads in its own triad are actually below the negotiated caps. Only the United States has had to bring its numbers down.58 Normally, in the arranging of such international security treaties, negotiating from a position of military weakness—as Russia was—is not conducive to the ability to drive a hard bargain. Moscow has been lucky, however, in that Washington seems not to be too interested in the shape of Russia’s current and future nuclear arsenal. Rather, in terms of perceived security threats, Washington has its eye more on the terrorist ball than on the Russian one. Additionally, under STA RT, Russia does not have to reduce the number of its tactical nuclear weapons. It has more of these than the United States. These are prized and important assets to Moscow, and they have become even more prized and important as Russia’s conventional military has become weaker. They are seen more and more as the fallback option if Russia one day faces some sort of defeat in a conventional conflict—against the likes of Georgia or China. In the largest Russian military exercise held since the end of the cold war—conducted recently in the Russian Far East—tactical nuclear weapons (i.e., mines) were notionally “exploded” as part of the exercise play.59 This fact alone seems to confirm that Russia’s conventional military weakness has led to a reduction in its nuclear-use threshold. Conclusion The current modernization in the Russian military is long overdue. Because it is long overdue, it has to be completed in a rushed, haphazard fashion and against a backdrop of a military–industrial complex unable to fulfill its role in the process. Traditionally, military modernization is not achieved lightly, given the bureaucratic inertia and cultural norms that are always present. When, as in the current situation in Russia, such barriers to change are aided and abetted  by any number of additional problems (not to mention the rampant corruption that is endemic across all levels of Russian state institutions, including the military), then it must be expected that Russia’s armed forces will be striving for some time to become truly “modern.”60 In essence, what should have been accomplished as an evolution over many years, and should have begun during the Yeltsin era, is now being attempted as a revolution in the post–Georgian war era. As with any revolutionary change, a good deal of disruption and disaffection has been created. Moreover, the current Russian military is a weakened military. The psychology of the tsarist/Soviet/Russian military has always been that numbers counted, that mass would prevail. Numbers inspired confidence, and numbers could deter. But the current Russian military is losing numbers while not making up for them by creating smaller, more professional forces equipped with the requisite technologies. Quality is not replacing quantity. The military is in a state of flux. Russian politicians and military figures both now lack a genuine confidence in the armed forces’ ability to deter. This can have two consequences. Either Russia takes large steps to avoid the possibility of military confrontation by stressing diplomatic solutions to possible threat scenarios (as the tsarist government did in 1914), or it goes the opposite way, fearing that if any state is threatening military action against Russia then the hair trigger comes into operation (Israeli-style). That is, the mentality of the first, preemptive strike becomes paramount—taking advantage of surprise—and using what assets Russia now has. The alternative is to take the risk of waiting to be attacked and maybe “losing.” What is clear is that, with its armed forces currently weakened by the process of change, the sense of vulnerability generated has led Russia, in classic confirmation of the security dilemma concept, to magnify the threats it faces, or thinks it faces. Conscious of its vulnerability to threats, real or imagined, Moscow may begin to look more and more toward the inflexible tool of its tactical nuclear weapons as its principal defense mechanism. While no one really supposes that such weapons will be used in any confrontation with the West, the same cannot be said of any possible conflict with the Chinese. Ironically, Beijing’s military still relies on mass. The best modern military counter to mass is to employ either PGMs or tactical nuclear weapons. The Russian military has hardly any of the former but plenty of the latter. Hair triggers and tactical nuclear weapons are not comfortable bedfellows.
A2: U.S.-RUSSIAN RELATIONS SOLVE

Russian nuclear deterrence checks the impact of low relations—cooperation only encourages American aggression against other powers

BREZKUN 2009 (Sergei Brezkun served at the Sarov Institute of Experimental Physics, Strategic Culture Foundation, Feb 10, http://en.fondsk.ru/article.php?id=1906)
To begin with: the standoff (in the direct sense of the word) between means of strategic nuclear containment of the US and USSR did not do both powers THE LEAST DIRECT MATERIAL HARM that can be the case in the event of practical use of these tools. The harm was felt but oblique, due to the over costs of the nuclear arms race.  The present-day situation has an even greater stability potential. In the past there were many standoff points, opposition and covert indirect armed struggle between our two states. Those points were scattered all over the globe and the leaders of both the United States and Russia (USSR) had situations there under their full control of situations that were fraught with danger of provoking Soviet-US global conflict. At present this is not an issue.  What this means is: if even at times of the gravest tension the two nuclear superpowers were able to avoid a direct conflict, no aggravation of tensions between Russia and the USA will not in the long term pose a real threat to either the world’s peace, or our states, naturally, given the qualitative systemic nuclear parity is preserved.  Fluctuations either in the direction of the Russia-USA military alliance or re-targeting the vector of activities of the Russian strategic forces are inadmissible in the short-term perspective.  The USA will inevitably be widely represented in all the regions of the globe. Objectively conflicting relations between the USA and a number of former “third world” countries are evident (the Middle and Near East and Latin America). “The second world” is no longer spoken about, whereas Russia has always been and cannot fail in the future to be that “second” global power that maintains the global balance of forces and stability.  Indeed, in the Soviet times the Kremlin did make claims to play the role of the “leader of the 3rd world”, and those claims ran counter to the inner Russian state interests as its resources and potential were to serve the interests of Russia rather than others. This type of claims belongs to history but the fact does not make it expedient for this country to become a partner of the military and political US bloc at the risk of losing its face as almost the leader of “the 3rd world “ substituting it for the profile of an ill-wisher and antagonist of the “3rd world”.  And, possibly, most importantly, a military and political Russia- US alliance would become a profanation of the idea of global balance of forces.
Loss of deterrence will destroy Russian geopolitical standing—the U.S. will adopt hostile policies with no threat of reprisal

EKHO MOSKVY 2009 (BBC World Monitoring, July 6)
[Presenter] The president of the Academy of Geopolitical Problems, [Col-Gen] Leonid Ivashov, sees the haste in reducing nuclear weapons as suspicious. Before signing a new treaty with the USA, the consequences should be thoroughly analysed, [he believes]. Ivashov is convinced that, by signing the agreement, Russia would forfeit its main bargaining chip and put its security at risk.  [Ivashov, voice recording] Russia's nuclear missile potential is the only thing that gives Russia a certain geopolitical status. As soon as we reduce it below the critical limit, that is, the threshold below which the Americans can destroy it using conventional weapons, and intercept the rest, its role is reversed: for us, it is some kind of illusion of safety, while for the Americans it is a target which is easy to deal with.  The Americans have been preparing for the present version for at least a couple of years, in order to achieve the main goal: to reduce us below 1,500 warheads. Then our nuclear potential will no longer pose a danger for them, and US policy towards will be quite different, because in this case, if we accept the US terms, we slip deep down.  [Presenter] Ivashov clarified that Russia would first drop in geopolitical terms to the level of France and Germany; but even this state of affairs, in Ivashov's view, will be transitional for Moscow: later still, our country's geopolitical status will be comparable, for instance, to that of Nigeria, Ivashov believes.

A2: HURTS RUSSIA-CHINA RELATIONS

Russian deterrence does not undermine relations with China

TRENIN 2005 (Dmitri, senior associate at the Carnegie Endowment for International Peace and deputy director of the Carnegie Moscow Center, “Russia’s Nuclear Policy in the 21st Century Environment,” Autumn, http://www.carnegie.ru/en/pubs/media/73180.htm)
Gorbachev’s 1989 trip to Beijing put an end to a “parallel Cold War” between the USSR and China. Ever since, Sino-Russian relations have been improving. In 1992, Russia started arms and later military technology exports to China. By 1996, the bilateral relationship was officially elevated to a strategic partnership. A new major political treaty was signed in 2001 and, between 1991 and 2004, the border issue was completely resolved. In 2005, the Russian military held the first-ever war-games with the PLA. The Shanghai Cooperation Organization, to which China and Russia belong along with four other Central Asian countries, is credited with creating “a zone of peace and security” not only in Central Asia, but also in the Far East18. Prudence dictates, however, that despite its peaceful, friendly and progressively closer relationship with China, Russia should quietly apply the policy of nuclear deterrence to the rising power in the east19. An armed conflict with China would be a true nightmare for the Russian General Staff. Moscow’s strategic planners have long concluded that nuclear deterrence is the only hard security guarantee available to them in a situation where the overall power balance has clearly tilted toward their Asian neighbor. Thus, while Russo- Chinese cooperation expands in many areas, the maturing of the new relationship between a strong China and a relatively weaker Russia will contain an element of nuclear deterrence, even if well-camouflaged and discreet. The Chinese do not seem to mind that this gives their Russian partners a bit more self-confidence.
A2: CHINA WON’T ATTACK RUSSIA
China is a threat to Russia—demographics, arms purchasing, troop disposition, and press statements all prove

SHARAVIN 2004 (Aleksandr, director of the Political and Military Analysis Institute. He is a colonel, a doctor of technical science, a candidate of military sciences, and a professor, Komsomolskaya Pravda [BBC World Monitoring] Jan 7)
Sharavin The recent Defence Ministry report, which was dubbed the "White Paper," does not name our likely adversaries - they remain anonymous. But we think we should be specific.  Vandenko And?  Sharavin We put China in first place. Today the PRC People's Republic of China seems to maintain good-neighbourly relations with Russia and constantly proclaims its friendly intentions, but certain real actions suggest that not everything is so simple. For instance, the question of the state border has not been fully settled, and this is always a time bomb. The Russian press writes a good deal about the territorial dispute with Japan over four small islands, but totally fails to mention the Chinese claims although Beijing lays claim to much bigger areas - virtually the whole of Siberia and the Far East. To be more accurate, official Beijing remains silent, but articles periodically appear in Chinese newspapers and unhappy voices are heard. It is hard to believe that anyone in totalitarian China would venture to do this sort of thing off their own bat. I repeat, in the short term there is no threat from the PRC and today Beijing's policy is perfectly correct towards us, but what will happen in 10 years' time, what guarantee is there that they will not choose to play the territorial card?  Vandenko Yet we are selling Beijing modern warplanes with spare engines... newspaper's ellipses  Sharavin Incidentally, this fact is particularly worrying. Does this mean that China thinks the situation is going to change and we are going to stop supplying our neighbour with spares for military hardware? And is it any accident that the most powerful Chinese army groups are concentrated along our border, although they are 200 km back? Is that any kind of a distance so far as they are concerned? Also let us not forget that on our side of the border there are economically depressed areas with colossal natural resources and a small population that is continuing to shrink... newspaper's ellipses
Official cooperation is meaningless—China is a threat to Russia

ASSOCIATED PRESS 2001 (“China Leader Arrives in Moscow,” July 15, lexis)

With all the official talk of friendship, there has been some public concern in Russia that China, whose economic output is three times that of Russia, may again turn from friend to foe. When China and the Soviet Union were rivals, China claimed vast areas in the Russian Far East and Siberia, saying that Russia seized them in the last century. After the Soviet collapse, waves of Chinese migrants have flooded the scarcely populated Far East, where concern was growing that the region and its 4 million people may soon be overrun by China, whose neighboring province has a population of about 140 million. ''China poses a clear military threat to Russia, but this is a taboo in our country,'' Russian military analyst Alexander Sharavin wrote in an article published in the daily Izvestia over the weekend.
***CHINA ARMS IMPACT
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Oil profits persuade Russia not to ally with China—the impact is Chinese military modernization and Russia-China war

NEW YORK TIMES 2008 (“Russia and China rethink arms deals,” March 2,  http://www.nytimes.com/2008/03/02/world/asia/02iht-arms.1.10614237.html?_r=1)

For almost two decades, it was close to the perfect match of buyer and seller. Denied weapons and defense technology from the West, China was almost totally reliant on Russia for the hardware it needed to jump-start an ambitious military buildup. And while the Russian economy teetered in the aftermath of the Soviet Union's collapse, huge orders from China helped keep a once-mighty defense industry afloat. But powerful new forces, including a fear in Moscow of renewed rivalry with its neighbor and a desire in Beijing to become more self-reliant, have led both sides to re-evaluate this trade. After orders peaked at more than $2 billion a year early in this decade, Chinese arms deals with Russia shrank to almost nothing in 2006, and no major new contracts are in the pipeline, according to Russian, Chinese and U.S. defense experts. "We are in a strategic pause," said Ruslan Pukhov, an expert on the Russian military and director of the Center for the Analysis of Strategies and Technologies, a Moscow-based research institute specializing in the arms trade. "The Chinese and Russians are like long-term lovers who are thinking, 'Shall we continue to share this bed?' " A halt or slowdown in Russian arms deliveries could hamper the Chinese drive to modernize its military. It would also increase pressure on the Chinese arms industry to innovate. Some Western and Russian military experts say they believe that despite decades of intensive effort, Chinese arms makers are still struggling to master the advanced engineering skills needed to build important hardware. In China, there is confidence that these problems will be solved. "The Russians can maintain their lead for a certain period, but eventually we will catch up," said Shen Dingli, an international affairs analyst at Fudan University in Shanghai. "China will be a formidable technological competitor to anybody." In the meantime, Russia - which, with its economy booming, is no longer dependent on arms sales to China - is concentrating on managing a complex relationship with its increasingly powerful neighbor, analysts say. Longstanding Chinese claims on territory in the Russian Far East, competition for energy and water resources and illegal migration from China underscore the potential for tension between the two countries. And while they continue to enjoy warm ties, some Russians point to the Chinese-Soviet split that culminated with border clashes in 1969 as a reminder that friction could return. "Russians feel genuinely concerned, in the medium to longer term, that Russian and Chinese interests may collide again," said Alexey Muraviev, a strategic affairs analyst at Curtin University of Technology in Perth, Australia. "There is this debate about whether we should arm the Chinese when they may eventually use them against us." Some Chinese analysts suggest that Russia, the world's second-ranked arms supplier behind the United States, is also concerned about the threat of competition from the Chinese defense industry. "We want to buy better-quality weapons, but they refuse," Shen said. "If I was Russian, I would do the same thing. We are a country that is very capable of using their technology to build our own versions and competing with them." Neither country publishes comprehensive figures on weapons shipments. But drawing on some announced deals, press reports and private monitoring of arms transfers, Russian analysts estimate that arms deliveries to China from 1992 to 2006 were valued at $26 billion. Total Russian arms exports over that period were estimated at more than $58 billion. With a Western embargo on arms sales to China having been in place since the Tiananmen killings in 1989, it was these weapons from Russia that allowed the People's Liberation Army to reduce a yawning gap in technology and firepower with other regional powers, including Taiwan, South Korea and Japan. With sustained, double-digit annual increases in defense spending, China is increasingly seen as a potential rival to the United States, the dominant military power in East Asia. But Beijing has become increasingly reluctant to rely so heavily on imported weapons, experts say. From the outset of its dealings with Russian military factories in the early 1990s, China has insisted on technology transfer as part of its long-term plan to modernize its domestic arms industry. Moscow has certainly complied with some of those demands. It has allowed the licensed assembly of fighter aircraft and other weapons in China. Experts say there is also evidence of considerable, ongoing Russian technology transfer in the design of indigenously built Chinese military aircraft, space launch vehicles, submarines, surface warships and other hardware. Mostly, however, China has taken delivery of complete weapons or assembly kits. Arms trade monitors including the Stockholm International Peace Research Institute have tracked what amounts to a huge transfer of military capability to China since 1992. The biggest ticket items over that period have been four Sovremenny-class destroyers armed with supersonic anti-ship missiles, 12 Kilo-class submarines and about 285 advanced fighters and strike jets from the Sukhoi family of aircraft, according to Russian arms trade monitors and the Stockholm institute. Some experts suggest deals have tapered off because these and other shipments saturated the market. "In 2006 there were no especially large Chinese arms agreements with Russia, possibly because the Chinese military is focused on absorbing and integrating previous arms purchases from Russia into its force structure," a U.S. Congressional Research Service security analyst, Richard Grimmett, wrote in a report late last year. Even so, experts agree that China wants a different relationship. "The principle challenge for Russia is that China no longer wants to buy completed weapons and platforms," Muraviev said. Experts say recent negotiations on big contracts to supply advanced fighters have effectively stalled, with Beijing insisting that Russian makers grant licenses that would allow production of sophisticated aircraft in China. And the Chinese Army is less interested in the superseded or under-gunned Soviet-era hardware that has accounted for the bulk of imports. "They were happy with this in the 1990s, but now they are starting to demand more technology transfers," Pukhov said. Chinese experts say the army wants access to the most advanced Russian weaponry, including strategic bombers, tanks, attack helicopters and manufacturing technology for high-performance aircraft engines. In a sign of tension in the military relationship, China last year suspended or deferred some big-ticket deals in a dispute over costs, including orders for 34 IL-78 transport aircraft and 4 IL-78 airborne tankers worth a combined $1.05 billion, according to analysts and reports in the Russian military press. Regular, high-level negotiations between the two governments on arms sales have also been put on hold, analysts say. In the meantime, some defense experts say the domestic Chinese arms industry has made strides towards self-reliance. "While China still imports a host of systems from Russia and other partners to fill critical gaps in the short term, Chinese defense manufacturers increasingly are becoming able to develop indigenous systems with new capabilities," the U.S.-China Economic and Security Review Commission said in a November report to the U.S. Congress. A decade ago, as military spending shriveled, a slump in orders from China would have been disastrous for Russian arms makers. That is no longer the case, with the Russian economy growing at 8.1 per cent on the back of rising energy and commodity exports, according to official economic statistics. With Moscow running a budget surplus, there are orders in the pipeline to supply the Russian military with hardware that until recently could only be sold abroad. And overall arms exports remain buoyant, particularly to India, a long-term client that Moscow views with far less suspicion than China.

Extinction

SHARAVIN 2001 (Alexander, Director of the Institute for Military and Political Analysis, What the Papers Say, Oct 3)

Now, a few words about the third type of war. A real military threat to Russia from China has not merely been ignored; it has been denied by Russia's leaders and nearly all of the political forces. Let's see some statistic figures at first. The territory of Siberia and the Russian Far East comprises 12,765,900 square kilometers (75% of Russia's entire area), with a population of 40,553,900 people (28% of Russia's population). The territory of China is 9,597,000 square kilometers and its population is 1.265 billion (which is 29 times greater than the population of Siberia and the Russian Far East). China's economy is among the fastest-growing economies in the world. It remains socialistic in many aspects, i.e. extensive and highly expensive, demanding more and more natural resources. China's natural resources are rather limited, whereas the depths of Siberia and the Russian Far East are almost inexhaustible. Chinese propaganda has constantly been showing us skyscrapers in free trade zones in southeastern China. It should not be forgotten, however, that some 250 to 300 million people live there, i.e. at most a quarter of China's population. A billion Chinese people are still living in misery. For them, even the living standards of a backwater Russian town remain inaccessibly high. They have absolutely nothing to lose. There is every prerequisite for "the final throw to the north." The strength of the Chinese People's Liberation Army (CPLA) has been growing quicker than the Chinese economy. A decade ago the CPLA was equipped with inferior copies of Russian arms from late 1950s to the early 1960s. However, through its own efforts Russia has nearly managed to liquidate its most significant technological advantage. Thanks to our zeal, from antique MiG-21 fighters of the earliest modifications and S-75 air defense missile systems the Chinese antiaircraft defense forces have adopted Su-27 fighters and S-300 air defense missile systems. China's air defense forces have received Tor systems instead of anti-aircraft guns which could have been used during World War II. The shock air force of our "eastern brethren" will in the near future replace antique Tu-16 and Il-28 airplanes with Su-30 fighters, which are not yet available to the Russian Armed Forces! Russia may face the "wonderful" prospect of combating the Chinese army, which, if full mobilization is called, is comparable in size with Russia's entire population, which also has nuclear weapons (even tactical weapons become strategic if states have common borders) and would be absolutely insensitive to losses (even a loss of a few million of the servicemen would be acceptable for China). Such a war would be more horrible than the World War II. It would require from our state maximal tension, universal mobilization and complete accumulation of the army military hardware, up to the last tank or a plane, in a single direction (we would have to forget such "trifles" like Talebs and Basaev, but this does not guarantee success either). Massive nuclear strikes on basic military forces and cities of China would finally be the only way out, what would exhaust Russia's armament completely. We have not got another set of intercontinental ballistic missiles and submarine-based missiles, whereas the general forces would be extremely exhausted in the border combats. In the long run, even if the aggression would be stopped after the majority of the Chinese are killed, our country would be absolutely unprotected against the "Chechen" and the "Balkan" variants both, and even against the first frost of a possible nuclear winter.

OIL KEY TO RUSSIA-CHINA

Russia will only ally with China when oil prices are low

DOWNS 2010 (Erica, Fellow in Foreign Policy, John L. Thornton China Center at the Brookings Institution, The Future of China-Russia Relations, 146-147)
The China-Russia energy relationship has not reached the level of development their geographical proximity and economic complementariness implies. In terms of forging an energy partnership, China and Russia appear to be a perfect match. China, the world’s second largest oil consumer and third largest oil importer and a small but growing consumer and importer of natural gas, is seeking “security of supply” and the diversification of its imports away from the Persian Gulf and the sea lines of communication. Russia, the world’s second largest oil producer and exporter and the world’s top producer and exporter of natural gas, is pursuing “security of demand” and the diversification of its exports away from Europe. However, the development of the infrastructure necessary for the cost-effective delivery of large volumes of energy from Russia to China has not yet materialized despite more than a decade of bilateral negotiations and repeated statements by both Beijing and Moscow of their intention to tighten their energy embrace.

China-Russia energy relations are stuck in a protracted and uncertain courtship because the forces driving China and Russia apart outweigh, but do not fully mitigate, the forces propelling them together. Despite the attraction each holds for the other as an energy partner, the enormous potential for bilateral energy cooperation remains largely unfulfilled. Not only have historically developed mutual mistrust and lack of understanding contributed to commitment fears in both countries, but China and Russia also have not been equally interested in deepening bilateral energy ties at the same time. During the 1990s, when oil prices were low, Russia pushed for expanded energy cooperation, but China—which was reluctant to invest in expensive infrastructure projects and was intent on taking advantage of the buyer’s market to extract maximum price concessions from the Russians—was in no hurry to make binding commitments to cross-border pipelines. The rise in world oil prices after the turn of the century turned the tables. China, motivated by its surging energy demand and concerns that energy might become a constraint on the country’s rapid economic growth, became more eager to “settle down” with its neighbor to the north. In contrast, Russia became increasingly reluctant to commit to deeper energy integration with its neighbor to the south in large part because of the intersection of fears about China’s rise with the role that energy exports play in Russian foreign policy and domestic politics. The global financial crisis and the fall in world oil prices, however, facilitated a breakthrough in bilateral energy relations, with China lending cash-strapped Russian energy companies US$ 25 billion in exchange for the completion of an oil pipeline to China and a 20-year oil supply contract. This chapter examines the current state of China-Russia energy trade, the forces of convergence and divergence shaping their energy relations, the role that energy plays in the broader bilateral relationship, and some of the factors that might strengthen or weaken energy cooperation between China and Russia.

Low prices encourage Russia to cooperate with China

DOWNS 2010 (Erica, Fellow in Foreign Policy, John L. Thornton China Center at the Brookings Institution, The Future of China-Russia Relations, 154)

The dynamics of the China-Russia energy relationship have been shaped by fluctuations in world oil prices. In the 1990s, when world oil prices were low and the Russian oil industry was starved for capital, Russia was more interested in selling oil and natural gas to China than China was in buying. As Chinese analysts are fond of pointing out, it was the Russians who first proposed constructing an oil pipeline from Russia to China in 1994.28 The Russians, according to Chinese analysts, were also willing to sell CNPC a stake in Russia Petroleum at a “reasonable price.”29 The Chinese hesitated, and BP purchased a 10 percent stake in 1997.

ARMS SALES: CHINA EXPANSION

Russian arms sales fuel Chinese expansionism

COHEN 2002 (Ariel, Research Fellow at Heritage, “Curbing U.S. Enthusiasm,” National Review, 9-4, http://old.nationalreview.com/cohen/cohen090402.asp)

Today, China is Russia's number-one arms buyer, responsible for close to 40 percent of the lucrative $4 billion-a-year trade. Last year alone China bought 40 Sukhoi fighters, and is now negotiating the purchase of eight Kilo-class submarines worth $1.6 billion, as well as building a helicopter-manufacturing joint venture in Harbin.

Russia is also selling China a wide array of technology needed to build up its nuclear arsenal, from warhead designs to uranium-enrichment technology. In addition, Russia is building two civilian nuclear reactors in China and hoping to sell more.

"The good news is that China is incapable of developing these military technologies and production on its own," Wortzel says. "Their own defense industry is incapable of sustaining a modern war... It is essentially a one-time-use military, which may be extremely dangerous at the start of a war, but will be unable to continue to fight."

Most of the systems that China buys extend her power-projection capability, enhancing the range and deadliness of her air force and navy, and protecting her military from American retaliation. For example, the AWAC planes Beijing wanted to buy from a Russian-Israeli joint venture would have given it command-and-control superiority against Taiwan, while Russian destroyers and subs armed with supersonic anti-ship missiles can be deadly against U.S. naval-battle groups in the South China Sea. It is highly symbolic that during his visit, Kasyanov voiced full support of China's position on Taiwan and Tibet, positions that the U.S. does not share.

ARMS SALES: HEG/TAIWAN

Arms sales undermine American hegemony and facilitate Chinese attack on Taiwan

SAN FRANCISCO CHRONICLE  2005 (Aug 18, “China, Russia rehearse militaries / Joint exercise marks growing relationship,” http://www.sfgate.com/news/article/China-Russia-rehearse-militaries-Joint-2647166.php)
Increased Chinese military cooperation with Russia may eventually help reduce American influence in Asia, said Andrew Yang, a specialist on the Chinese military at the Chinese Council of Advanced Policy Studies, a privately financed research organization in Taipei, Taiwan.

"Better security relations with Russia will help China to balance U.S. influence in the region," he said.

The exercises also will give China an opportunity to learn from Russia's forces, which have more experience in the complicated joint maneuvers that China eventually may use to threaten Taiwan.

Despite a decade of double-digit increases in official military budgets, China's arms still lag behind Russia's most advanced weaponry, said Bates Gill, a specialist on China's international security at the Center for Strategic and International Studies in Washington.

A2: LOW PRICES KEY TO HEG

Low oil prices and reduced consumption encourage the rise of hostile rivals

FRODL 2009 (Michael G. Frodl is a tax attorney, former chairman of the Environmental Law Committee of the Bar Association of Washington, D.C., and an advisor on emerging risks. He is a cofounder of the Forum for Environmental Law, Science, Engineering and Finance, “U.S. Energy Debate Overlooks Russian, Chinese Postures,” National Defense, June, http://www.nationaldefensemagazine.org/archive/2009/June/Pages/USEnergyDebateOverlooksRussian,ChinesePostures.aspx)

To most Americans, energy security still means that the United States is sending money to Arab oil kingdoms and that those dollars are getting into the hands of Islamist terrorists. But in fact the amount of money we send to Arab regimes is much exaggerated, and Islamist terrorists do not constitute as great a threat to the United States as would a reconstituted Russian empire or a new Chinese regime.

Energy security, according to the U.S. thinking, assumes that a “fortress America” at least for energy is possible and also desirable.  Talk from energy experts today is about the United States stopping imports of foreign oil and gas and so decoupling from global energy markets. Instead, the nation would rely on wind, solar and wave. Such thinking is about as unrealistic as assertions from analysts a couple of years ago who claimed that the economies of India and China had “decoupled” from the United States such that even if the nation suffered a downturn, the rest of the world economy would still be pulled forward by the two new engines.

Energy isolationism is not a realistic option.

Even if the energy experts were right that imports of foreign oil and gas could be halted, the United States would still be unsafe. Removing the nation from the global crude oil and natural gas markets would make those fuels cheap and plentiful for the rest of the world. The United States would be subsidizing the growth of an all powerful China and other as yet unidentified rivals. It wouldn’t take long for China to become the world’s biggest national economy. Perhaps most ironic for those worried about global warming, the new flood of cheap and plentiful fossil fuels for developing countries would unleash the Co2 that would have been limited if emitted by the United States under any Kyoto II deal.
***RUSSIAN POWER IMPACT
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High oil prices are key to all aspects of Russian power

PETERSEN AND BARYSCH 2011 (Alexandros Petersen is an energy security advisor to the Woodrow Wilson Centre in Washington DC. Katinka Barysch is deputy director of the Centre for European Reform., Centre for European Reform Report, “Russia, China and the Geopolitics of Energy in Central Asia,” Carnegie Middle East Center, November 2011, http://carnegie-mec.org/publications/?fa=47408)
Energy has come to symbolize the geopolitics of the 21st century, reflecting countries’ diminishing reliance on military and political power. Today, energy is an instrument of geopolitical competition, like nuclear weapons or large armies were during the Cold War. The means of international influence have become more diverse and sophisticated, but the goals remain much the same: national security, power projection, and control over resources and territory.
In different ways energy is fundamental to the rise of Russia and China as great powers. For Russia, possession of vast oil and gas resources fulfils a function similar to its nuclear weapons in the Soviet era. The post-1999 boom in world oil prices has underpinned Russia’s re-emergence as a great power. The combination of the country’s abundant energy reserves and fast-growing world demand for such resources has given Russia the opportunity to play a more influential role in global politics. When Kremlin officials speak of Russia being an “energy superpower,” they are really saying that it is back as a global, multi-dimensional power. Energy is seen not simply as an instrument of influence in itself, but as underpinning other forms of power: military, political, economic, technological, cultural and soft power.

Increasing Russian influence gives Russia bargaining chips to keep the US out of Central Asia

BOURTMAN 2006 (Ilya, expert on Russia and has worked with the American Enterprise Institute, the Begin-Sadat Center for Strategic Studies, and the Foundation for the Defense of Democracies, MERIA, June, http://meria.idc.ac.il/journal/2006/issue2/jv10no2a1.html)

Given the new international context and the lingering personal interests within his government, Putin has had the unenviable task of steering his country's Middle East policy. While he has relied on Israel to diversify Russian economic interests and train Russia's beleaguered security apparatus, he has also used the high visibility of the Israeli-Palestinian conflict to position himself in the eyes of the international community as a key actor in the peace process. All along, Putin has tried to market Russia as an independent, unbiased party with a large role to play in solving the Israeli-Palestinian conflict. Due to the uncertainty about what Russia's future policies will be towards Israel and the rest of the Middle East, there are few high probabilities. Yet one thing is certain. Given that Russia will take its turn as President of the G-8 this year, and that the meeting with be held in St. Petersburg, Putin will feel pressure to project Russian power. For Israel, this will mean more of Russia's involvement in Israeli-Palestinian affairs as Putin tries to counterweigh the negative portrayal of his country as a leading weapons and energy supplier. Putin will also continue to sit on the proverbial two chairs. For a country whose prestige and power have declined precipitously in the last two decades, Putin has done an effective job of leveraging competing interests in one of the world's most volatile regions. The ambiguity of his two track policy causes confusion and difficulties for some of Moscow's allies in the region, but from Russia's perspective, Putin has succeeded in gaining an economic foothold, developing neutral or warm ties with all the states therein, and maintaining Russia's seat at the adults' table. A final goal of Putin's may be to use Russia's increasing influence in the Middle East as a bargaining chip with the United States. It is possible that Russia is cozying up to governments and organizations with questionable objectives in the Middle East, so as to later trade a pledge of "non-interference" with the United States--by pledging to keep out of the Middle East, Russia could demand that the U.S. keep out of the Caucasus and Central Asia.

Nuke war

ELAND 2008 [Ivan, Nov, Sr. Fellow, Independent Inst., former Defense Analyst for Congressional Budget Office, The Independent Institute, http://www.independent.org/newsroom/article.asp?id=2363]
But the bear is now coming out of a long hibernation a bit rejuvenated. Using increased petroleum revenues from the oil price spike, the Russians will hike defense spending 26 percent next year to about $50 billion—the highest level since the collapse of the Soviet Union. Yet as the oil price declines from this historic high, Russia will have fewer revenues to increase defense spending and rebuild its military. Even the $50 billion a year has to be put in perspective. The United States is spending about $700 billion per year on defense and starting from a much higher plain of capability. After the collapse of the Soviet Union, the Russian military fell apart and was equivalent to that of a developing country. Even the traditionally hawkish U.S. military and defense leaders and analysts are not worried about Russia’s plans to buy modern arms, improve military living standards to attract better senior enlisted personnel, enhance training, and cut back the size of the bloated forces and officer corps. For example, Eugene B. Rumer of the U.S. National Defense University was quoted in the Washington Post as saying that Russian actions are “not a sign, really, of the Russian military being reborn, but more of a Russia being able to flex what relatively little muscle it has on the global scale, and to show that it actually matters.”[1]In addition, the Russian military is very corrupt—with an estimated 40 percent of the money for some weapons and pay for personnel being stolen or wasted. This makes the amount of real defense spending far below the nominal $50 billion per year. U.S. analysts say, however, that increased military spending would allow Russia to have more influence over nations in its near abroad and Eastern Europe. Of course, throughout history, small countries living in the shadow of larger powers have had to make political, diplomatic, and economic adjustments to suit the larger power. Increased Russian influence in this sphere, however, should not necessarily threaten the security of the faraway United States. It does only because the United States has defined its security as requiring intrusions into Russia’s traditional sphere of influence. By expanding NATO into Eastern Europe and the former Soviet Union, the United States has guaranteed the security of these allied countries against a nuclear-armed power, in the worst case, by sacrificing its cities in a nuclear war. Providing this kind of guarantee for these non-strategic countries is not in the U.S. vital interest. Denying Russia the sphere of influence in nearby areas traditionally enjoyed by great powers (for example, the U.S. uses the Monroe Doctrine to police the Western Hemisphere) will only lead to unnecessary U.S.-Russian tension and possibly even cataclysmic war.
RUSSIAN POWER: NATIONALISM

The regime will encourage nationalism to compensate for the perception of declining influence—this will result in a bloody nationalist coup

SHLAPENTOKH 2007 (Vladimir, Prof of Sociology at MSU, World Affairs, Jan 1)

Recently the Kremlin played the xenophobic card in foreign policy mostly for defensive purposes and to prevent the Russian Federation from disintegrating. Now, with Moscow's new self-confidence, xenophobia may serve as an important instrument, along with the high price of oil, for Russia to reclaim its superpower status, confront the West, and recapture its dominance over the post-Soviet space. Putin encourages nostalgic feelings, which stimulate hatred of others in Russia. In his 2005 presidential address, he talked about the collapse of the Soviet Union as the major geopolitical catastrophe of the twentieth century. (58) To answer the initial question posed in this article, there are wolves with sharp teeth roaming the country and they are ready for a mass carnage of non-Russians. So far, however, they have been muzzled by the authorities who allow them to conduct only a limited number of attacks. However, the Nazi wolves could still get loose. The temptation for elites to use xenophobia for their own purposes has been strong in many societies in the past. However, supporting these sentiments is a dangerous game. Even a strong state can be overwhelmed by the public's passions of hatred and the anarchy that ensues. The tsarist monarchy encouraged anti-Semitic pogroms during the revolutionary turmoil in 1905. However, the authorities curbed the violence when the danger to order in society and their rule became evident. In a totalitarian society such as the Soviet Union, hatred against all targets is heavily regulated by the state to keep it under control. Although openly sponsoring anti-Semitism in 1948-1952, Stalin never allowed the public to do anything on its own initiative. This pattern in its milder forms can be seen in Russia today, where the Kremlin also regulates the temperature of hatred and carefully selects its targets. However, the danger of overplaying xenophobia in Russia is much higher today than in the past. The police, the Federal Security Service (FSB), and other security services are not only inefficient, but also many of the members completely support the nationalist ideology. The Kremlin has already revealed some concern about Rogozin's Fatherland party and its growing popularity. How long the administration will exploit this party, which has become increasingly independent, is unclear. From time to time, Putin and key members of his party, United Russia, also show their loyalty to Jews and Muslims, keeping the country's high animosity toward others in check. On February 23, 2006, a day celebrated in Russia to honor "the Motherland defender" (in the past it was called "the day of the Soviet army"), members of various oppositional organizations gathered in downtown Moscow to protest against the Kremlin. Nationalist posters, some with Nazi emblems, were commonly seen in the crowd. Several orators, particularly from the Alliance of Officers and Working Russia, made unequivocal calls to the Russian people to violently overthrow the regime, suggesting that it had neglected its army and its own people in favor of non-Russians and America. (59) This event was discussed the next day by television journalists divided into two groups. One dismissed the calls for insurrection as simple rhetoric that does not pose a serious threat to the regime; the other saw the fiery speeches of the officers (even if they were retired officers) as a sign that the Kremlin is losing control of the country's nationalist passions--feelings the Kremlin encouraged. The Kremlin currently has full control over the nationalist movements. Despite Putin's detractors, there are no signs of danger to his command over the forces in the Kremlin. Internal conflicts among ruling elites are allowed by Putin and may serve to strengthen his power as the ultimate umpire. No politician outside the Kremlin can challenge Putin's supremacy or start an insurrection against the regime. The dream of the exiled oligarch Boris Berezovsky, who resides in London, about the future collapse of the current regime, has no chance to materialize. His hopes are reminiscent of the many Russian emigrants who, following the October Revolution, waited two decades for the fall of the Bolsheviks. However, the situation could change drastically if there were turmoil inside the Kremlin. As Russian history after 1917 shows, only this type of conflict can shake the regime. If in 1990-1991 a political fight among ruling elites opened the gate for democratic forces in Russia, today a struggle for power at the top of the political hierarchy could give the Nazi wolves and their numerous sympathizers a chance to grab power. With their large network of organizations, which are now being supported, or at least tolerated, by the Kremlin, a united group of radical nationalists would not encounter any serious opponents among the liberal or centrist parties in the country. A large number of Russians would welcome a Nazi revolution, while a majority of people, as in the anti-Communist revolution of 1991, would watch passively while the regime changed and look for ways to adjust to the new rules. Of course, the members of the Kremlin who fed the wolves would be the first victims of their unbridled rage. The West has no choice but to coexist with Putin and carefully monitor the twists and turns of Russian political life. Although the West condemns Putin's tolerance and even encouragement of national extremists, not to mention his antidemocratic stance, it should refrain from helping anyone undermine his rule in Russia.

End of the world

ISRAELYAN 1998 (Victor, For almost 50 years, Victor Israelyan was a Soviet ambassador, diplomat, arms control negotiator, and leading political scientistWashington Quarterly, Winter)

The first and by far most dangerous possibility is what I call the power scenario. Supporters of this option would, in the name of a "united and undivided Russia," radically change domestic and foreign policies. Many would seek to revive a dictatorship and take urgent military steps to mobilize the people against the outside "enemy." Such steps would include Russia's denunciation of the commitment to no-first-use of nuclear weapons; suspension of the Strategic Arms Reduction Treaty (START) I and refusal to ratify both START II and the Chemical Weapons Convention; denunciation of the Biological Weapons Convention; and reinstatement of a full-scale armed force, including the acquisition of additional intercontinental ballistic missiles with multiple warheads, as well as medium- and short-range missiles such as the SS-20. Some of these measures will demand substantial financing, whereas others, such as the denunciation and refusal to ratify arms control treaties, would, according to proponents, save money by alleviating the obligations of those agreements. In this scenario, Russia's military planners would shift Western countries from the category of strategic partners to the category of countries representing a threat to national security. This will revive the strategy of nuclear deterrence -- and indeed, realizing its unfavorable odds against the expanded NATO, Russia will place new emphasis on the first-use of nuclear weapons, a trend that is underway already. The power scenario envisages a hard-line policy toward the CIS countries, and in such circumstances the problem of the Russian diaspora in those countries would be greatly magnified. Moscow would use all the means at its disposal, including economic sanctions and political ultimatums, to ensure the rights of ethnic Russians in CIS countries as well as to have an influence on other issues. Of those means, even the use of direct military force in places like the Baltics cannot be ruled out. Some will object that this scenario is implausible because no potential dictator exists in Russia who could carry out this strategy. I am not so sure. Some Duma members -- such as Victor Antipov, Sergei Baburin, Vladimir Zhirinovsky, and Albert Makashov, who are leading politicians in ultranationalistic parties and fractions in the parliament -- are ready to follow this path to save a "united Russia." Baburin's "Anti-NATO" deputy group boasts a membership of more than 240 Duma members. One cannot help but remember that when Weimar Germany was isolated, exhausted, and humiliated as a result of World War I and the Versailles Treaty, Adolf Hitler took it upon himself to "save" his country. It took the former corporal only a few years to plunge the world into a second world war that cost humanity more than 50 million lives. I do not believe that Russia has the economic strength to implement such a scenario successfully, but then again, Germany's economic situation in the 1920s was hardly that strong either. Thus, I am afraid that economics will not deter the power scenario's would-be authors from attempting it. Baburin, for example, warned that any political leader who would "dare to encroach upon Russia" would be decisively repulsed by the Russian Federation "by all measures on heaven and earth up to the use of nuclear weapons." n10 In autumn 1996 Oleg Grynevsky, Russian ambassador to Sweden and former Soviet arms control negotiator, while saying that NATO expansion increases the risk of nuclear war, reminded his Western listeners that Russia has enough missiles to destroy both the United States and Europe. n11 Former Russian minister of defense Igor Rodionov warned several times that Russia's vast nuclear arsenal could become uncontrollable. In this context, one should keep in mind that, despite dramatically reduced nuclear arsenals -- and tensions -- Russia and the United States remain poised to launch their missiles in minutes. I cannot but agree with Anatol Lieven, who wrote, "It may be, therefore, that with all the new Russian order's many problems and weaknesses, it will for a long time be able to stumble on, until we all fall down together." n12 There are signs indicating that this scenario is emerging. The new military doctrine has actually reversed the pledge never to use nuclear weapons first. Earlier this year, Ivan Rybkin, secretary of Russia's Security Council, said, "Everyone must know that in case of a direct challenge our response will be fully fledged, and we are to choose the use of means." n13 Later, in an interview, he said that parliamentary ratification of START II has become "almost impossible." n14 The Duma has again postponed the ratification of the Chemical Weapons Convention, and Russian military planners are claiming that the only feasible military response to NATO expansion is the redeployment of Russian tactical nuclear weapons closer to Russia's borders.

RUSSIAN POWER: RELATIONS

Wounded Russian pride turns relations—Russia will antagonize the US if they feel inferior

POINTKOVSKY 2006 (Andrei, Russian political scientist and a visiting fellow at the Hudson Institute, Japan Times, 12-4-06)

Diplomatic obstruction is not the only means Russian elites use to foster antagonism with the U.S. They also seek to inflame domestic public opinion. To maintain their influence, it seems, they believe that they need to create an image of America as Russia's implacable enemy, which, by extending NATO membership to ex-communist countries, is bringing an existential threat right to the country's doorstep. Of course, this demonization is nothing like what we saw during the days of the Soviet Union. Nevertheless, Putin still considers it necessary to pose in front of television cameras every few months to report that Russian scientists have developed some new missile that can penetrate any antiballistic missile system that the U.S. may erect. Why Putin's advisers and public-relations managers encourage him to make these banal triumphalist announcements is difficult to fathom unless one comprehends the sense of grievance that almost all Russians feel at the loss of Great Power status. That trauma burns even deeper among Russia's rulers, where it has generated a powerful and persistent psychological complex. For them, the U.S. and the West remain the enemy. Descartes famously said, "I think, therefore I am." Russia's rulers appear to live by the credo, "I resist America, therefore I am great."

***RUSSIAN NATIONALISM IMPACT
2NC NATIONALISM IMPACT

Drop in oil prices causes Russian ultranationalism

NEWSWEEK 8-15-2011 (“Fascist Russia?; The Kremlin plays a dangerous game by pandering to far-right hate groups,” lexis)

As Norway's tragedy showed, paranoid and violent minds can lurk in the calmest, most prosperous countries. But the cancer of ultranationalism has found a particularly fertile breeding ground in the frustrations and resentments of young Russians. Belov claims to have predicted his country's future as far back as August 1991. Manezh Square, in the shadow of the Kremlin, was thronged with Russians celebrating the sudden collapse of Soviet communism; to most, the evening marked the birth of Russian democracy. But Belov, who was there with a friend, distributing pamphlets for the anti-Semitic Pamyat organization, says he saw something else. "We knew that these liberals would fail," he says. "And that their failure would fuel our rise--the rise of the right."

Twenty years later, at least half of that apocalyptic vision has come true. Russia's liberals have indeed failed; Russia is now ruled by an authoritarian clique of former KGB men. And Belov may also have accurately foreseen the triumph of the far right. On the surface, a decade of high oil prices has brought ordinary Russians rising living standards and a semblance of political stability. But even the Kremlin's closest allies fear that when oil prices eventually fall and the tide of easy money recedes, the ugly reality of an angry, fascist Russia could be revealed.

Ends the world

ISRAELYAN 1998 (Victor, For almost 50 years, Victor Israelyan was a Soviet ambassador, diplomat, arms control negotiator, and leading political scientistWashington Quarterly, Winter)

The first and by far most dangerous possibility is what I call the power scenario. Supporters of this option would, in the name of a "united and undivided Russia," radically change domestic and foreign policies. Many would seek to revive a dictatorship and take urgent military steps to mobilize the people against the outside "enemy." Such steps would include Russia's denunciation of the commitment to no-first-use of nuclear weapons; suspension of the Strategic Arms Reduction Treaty (START) I and refusal to ratify both START II and the Chemical Weapons Convention; denunciation of the Biological Weapons Convention; and reinstatement of a full-scale armed force, including the acquisition of additional intercontinental ballistic missiles with multiple warheads, as well as medium- and short-range missiles such as the SS-20. Some of these measures will demand substantial financing, whereas others, such as the denunciation and refusal to ratify arms control treaties, would, according to proponents, save money by alleviating the obligations of those agreements. In this scenario, Russia's military planners would shift Western countries from the category of strategic partners to the category of countries representing a threat to national security. This will revive the strategy of nuclear deterrence -- and indeed, realizing its unfavorable odds against the expanded NATO, Russia will place new emphasis on the first-use of nuclear weapons, a trend that is underway already. The power scenario envisages a hard-line policy toward the CIS countries, and in such circumstances the problem of the Russian diaspora in those countries would be greatly magnified. Moscow would use all the means at its disposal, including economic sanctions and political ultimatums, to ensure the rights of ethnic Russians in CIS countries as well as to have an influence on other issues. Of those means, even the use of direct military force in places like the Baltics cannot be ruled out. Some will object that this scenario is implausible because no potential dictator exists in Russia who could carry out this strategy. I am not so sure. Some Duma members -- such as Victor Antipov, Sergei Baburin, Vladimir Zhirinovsky, and Albert Makashov, who are leading politicians in ultranationalistic parties and fractions in the parliament -- are ready to follow this path to save a "united Russia." Baburin's "Anti-NATO" deputy group boasts a membership of more than 240 Duma members. One cannot help but remember that when Weimar Germany was isolated, exhausted, and humiliated as a result of World War I and the Versailles Treaty, Adolf Hitler took it upon himself to "save" his country. It took the former corporal only a few years to plunge the world into a second world war that cost humanity more than 50 million lives. I do not believe that Russia has the economic strength to implement such a scenario successfully, but then again, Germany's economic situation in the 1920s was hardly that strong either. Thus, I am afraid that economics will not deter the power scenario's would-be authors from attempting it. Baburin, for example, warned that any political leader who would "dare to encroach upon Russia" would be decisively repulsed by the Russian Federation "by all measures on heaven and earth up to the use of nuclear weapons." n10 In autumn 1996 Oleg Grynevsky, Russian ambassador to Sweden and former Soviet arms control negotiator, while saying that NATO expansion increases the risk of nuclear war, reminded his Western listeners that Russia has enough missiles to destroy both the United States and Europe. n11 Former Russian minister of defense Igor Rodionov warned several times that Russia's vast nuclear arsenal could become uncontrollable. In this context, one should keep in mind that, despite dramatically reduced nuclear arsenals -- and tensions -- Russia and the United States remain poised to launch their missiles in minutes. I cannot but agree with Anatol Lieven, who wrote, "It may be, therefore, that with all the new Russian order's many problems and weaknesses, it will for a long time be able to stumble on, until we all fall down together." n12 There are signs indicating that this scenario is emerging. The new military doctrine has actually reversed the pledge never to use nuclear weapons first. Earlier this year, Ivan Rybkin, secretary of Russia's Security Council, said, "Everyone must know that in case of a direct challenge our response will be fully fledged, and we are to choose the use of means." n13 Later, in an interview, he said that parliamentary ratification of START II has become "almost impossible." n14 The Duma has again postponed the ratification of the Chemical Weapons Convention, and Russian military planners are claiming that the only feasible military response to NATO expansion is the redeployment of Russian tactical nuclear weapons closer to Russia's borders.
NATIONALISM: COUP

Russian nationalism will result in military coup

PAIN 2011 (Professor Emil Pain of the Higher School of Economics, “Russian expert sees authorities alarmed at uncontrolled growth of nationalism,” Novaya Gazeta, BBC World Monitoring, Jan 24, lexis)

Neither smoke-choked Moscow as a result of the fires, nor the winter incarceration of thousands of people at Domodevo and Sheremetyevo Airports, which have been abandoned by the authorities, nor the atrocities perpetrated over the many years by a gang of murderers in Kushchevskaya and covered up by Krasnodar officials triggered protest rallies. Whereas between 5,000 (according to the Moscow Internal Affairs Main Administration) and 12,000 (according to experts' assessments) participants went to Manezhnaya Square on 11 December beneath the slogans "Forward, Russians!"; "Russia for Russians, Moscow for Muscovites!"; and "Moscow is not the Caucasus!" They were not bussed in, paid fees, or lured to the square by promises of entertainment - this was a self-made demonstration that spread to 15 Russian towns. According to the assessments of several polling centres, the level of approval or sympathy for this political activity among the inhabitants of Russia totalled 25-27 per cent, with approximately the same percentage of waverers. Is this a lot or a little? In October 1922 8,000 blackshirts enjoying negligible support among the Italian population marched on Rome and brought Mussolini to power. The ideas of that march, as of the "Russian March," combined demands for social justice and "the return of the dignity of a humiliated nation." In this way they "raised from its knees" an Italy that in the 1920s was similar to present-day Russia insofar as there was also no society there but a population divided into local groups. Northerners hated southerners, who repaid them in kind. But in the 1920s there was still no Internet or social networks capable of almost instantaneously organizing tens of thousands of people, as happened in Moscow. Let me cite some extracts from the exchanges on social networks: "The group itself emerged on 12 December 2010; prior to that we had only had one meeting, whereas there are now more than 5,000 people in the group"; "The idea for Manezhnaya Square came as soon as Leningradskiy Prospekt was successfully blocked; we immediately uploaded this info"; "We had been in contact since 6 December; as is known, the meeting was scheduled for 11 December.... More than 9,000 people were registered at the meeting"; "The group that prepared the Ostankino protests had been taken from the ranks of the right-wing guys who ran riot in Manezhnaya, but this did not seem enough for them and they asked us to help them to organize the people...." And this is how they organized them. Dozens of volunteer dispatchers between the ages of 14 and 20 gathered a thousands-strong crowd. There were also adults, of course, who exploited this crowd. They relied on other, less overt forms of dispatcherization, also including clandestine apartments. But all of this was united by a common idea close to the one expounded in the anonymous letter to Airborne Troops Commander Shamanov that is doing the rounds of the Internet. This letter contains a request: To use "the Russian people's airborne troops" to suppress not only "Caucasian lawlessness" but also "the do-nothing authorities." Unhappy with both of these circumstances, nationalist young people are looking for a leader from the military environment. In this connection it does not seem fanciful to imagine a new "Kvachkov case" involving accusations against him of organizing "voluntary militia" groups in a number of Russian cities that, at a signal, were supposed to occupy military units and set off on a March to Moscow in the expectation of support from "patriotic young people." Such a scenario is likely, and it can be absolutely defined using the metaphor "explosion." But other trends and threats are even more likely before 2012.

Nuke war

PRY 1999 (Peter Vincent, Former US Intelligence Operative, War Scare:  U.S.-Russia on the Nuclear Brink, netlibrary)

Russian internal troubles—such as a leadership crisis, coup, or civil war—could aggravate Russia’s fears of foreign aggression and lead to a miscalculation of U.S. intentions and to nuclear overreaction. While this may sound like a complicated and improbable chain of events, Russia’s story in the 1990s is one long series of domestic crises that have all too often been the source of nuclear close calls. The war scares of August 1991 and October 1993 arose out of coup attempts. The civil war in Chechnya caused a leadership crisis in Moscow, which contributed to the nuclear false alarm during Norway’s launch of a meteorological rocket in January 1995. Nuclear war arising from Russian domestic crises is a threat the West did not face, or at least faced to a much lesser extent, during the Cold War. The Russian military’s continued fixation on surprise-attack scenarios into the 1990s, combined with Russia’s deepening internal problems, has created a situation in which the United States might find itself the victim of a preemptive strike for no other reason than a war scare born of Russian domestic troubles. At least in nuclear confrontations of the 1950s–1970s—during the Berlin crisis, Cuban missile crisis, and 1973 Middle East war—both sides knew they were on the nuclear brink. There was opportunity to avoid conflict through negotiation or deescalation. The nuclear war scares of the 1980s and 1990s have been one-sided Russian affairs, with the West ignorant that it was in grave peril.

***EXXON-TRANSNEFT IMPACT

2NC EXXON-TRANSNEFT IMPACT
High prices are key to the Exxon-Rosneft deal

RT 12 – internally citing christine tiscareno, S&P oil equity analyst (“Rosneft-Exxon deal: the gains and challenges”  17 April, 2012 http://rt.com/business/news/rosneft-exxon-deal-arctic-301/ ajones)

After the landmark deal, already dubbed by many “the deal of the century”, energy experts are unanimous in their estimates of potentially huge reserves the companies are getting access to, warning however that “the money is not yet on the table”. Rosneft and Exxon will provide details of their strategic deal in New-York on Wednesday, with Exxon CEO Rex Tillerson, Rosneft president Eduard Khudainatiov and Deputy Prime Minister Igor Sechin, the man in charge of energy sector, speaking to investment analysts. By tapping new deposits in the Arctic and East Siberia, Russia is going to sustain overall output to maintain its title as the world's top crude producer. Moreover the Arctic has significant potential as the main source of oil and gas in the future and Russia needs to open up this area in order to secure new sources of oil and gas as existing production base is going to decline over the next decade. Its traditional Western Siberia fields bring the bulk of Russia’s output, holding nearly 3/4 of Russia’s reserves. Keeping production levels at 10 million barrels of oil per day until 2020 is a key priority set out by Russia’s Prime Minister. And Vladimir Putin misses no opportunity to emphasize the tremendous importance of Russia’s energy resources, saying that “without reserves Russia will be in danger”. “Now the existing Russian sources of oil are either leveled off or facing a decline. The resources are likely to decline in 2 to 3 years and to sustain the current level of production will require a great deal of money and a lot of new exploration,” says Chris Weafer, chief strategist at Troika Tialog. “The Arctic is also the only place in the planet where a company like Exxon Mobil which is the largest listed oil firm in the world, can also get access to significant new reserves”. However the cost of developing the Arctic will be very high. Analysts estimate the exploration fare alone to be standing at several billion dollars, with the total cost of eventually bringing oil and gas to surface likely to rise up to $400 bln. “Working together makes a great deal of sense for Rosneft. The US giant has a lot of expertise in exploration in hostile parts of the world in deep water. And Rosneft needs to bring in more partners, including the government in terms of tax adjustments, making it more attractive to tap into Russian reserves”, says Weafer. However, Christine Tiscareno, oil and gas equity analyst with Standard and Poors, warns that success of the project depends on different factors, including demand for oil and its price. “Just because you know how to develop natural gas or oil in Canada or West Texas doesn’t mean that you can apply the exact same technology in the Arctic. That remains to be seen. One thing that can be said for sure is that it is good for Russia to have a chance to develop its reserves when consumption is on the increase”. It’s not yet clear what investment prospects the project is opening up for Exxon though since it’s hard to predict whether high global oil prices can be sustained if demand falls in a recession. And with uncertainty of investment prospects it looks reasonable for the Russian government to be promising to abolish export duties and reduce the mineral extraction tax to just 5 % for the next 15 years. Christine Tiscareno says Exxon’s interest in the country might diverge at certain point at the time when you have different demand. “The money is not yet on the table. We are now talking about potential development, with Exxon not probably being able to develop all of the deposits there. It depends on whether oil demand will be growing or on the contrary decreasing in the future. As for Russia it remains to be seen whether they will stick just to one partner, Exxon, for the whole project or whether they will diversify”. Due to the growing oil and gas demand from Europe and East Asia, combined with the decline in production output of Russia’s Western Siberia fields, Russia will be looking to get the exploration and development of its Arctic fields on track as soon as possible. Russia has its South Stream Pipeline, which is being developed in conjunction with ENI. And therefore the development of the Black Sea would be good as it will allow increasing the capacity using the potential reserves that can be piped to Europe using the South Stream once it gets developed. “Exxon might want to go a little bit slower, while Russia will try to go a little bit faster. And in that sense other partners may come in to the table”, concludes Tiscareno.

Deal key to relations

Belton 12 – Moscow Times (Catherine Belton, “Exxon and Rosneft seal Arctic deal”  April 18, 2012 

http://www.ft.com/cms/s/0/8b0c869e-8977-11e1-85af-00144feab49a.html#axzz1yD6SGoDs ajones)

ExxonMobil and Rosneft, the Russian state oil champion, unveiled a historic partnership on Wednesday that could invest more than $500bn over several decades in the development of vast offshore reserves in Russia’s Arctic and Black Seas. The deal will grant Exxon first mover access with Rosneft to develop three vast untapped fields in the Russian Arctic Kara Sea, with hydrocarbon reserves estimated at 85bn barrels of oil equivalent.In return, Rosneft will win a big boost to its bid to expand outside Russia and gain access to crucial western knowhow, winning 30 per cent minority stakes in three Exxon-led projects in North America. Both sides hailed the deal as helping cement better relations between Russia and the US. “The time has come in Russia-US relations for a step-up in the level of practical and real projects,” said Igor Sechin, the powerful Russian deputy prime minister in charge of the energy sector and the main architect of the deal as former Rosneft chairman. The huge investment needed to tap the vast reserves provides “enormous potential for US-Russia co-operation, which ought to help us overcome our over-politicised relationship”, he said. “Experts say that this project, in terms of its ambitions, exceeds sending man into outer space or flying to the moon.” The deal marks a big turnround for Exxon after its bid to buy a stake in Mikhail Khodorkovsky’s Yukos oil major ended in disaster. Yukos was dismantled and mostly taken over by Rosneft, while Mr Khodorkovsky was jailed over tax fraud charges in a politically charged case. Pavel Ivlev, a former Yukos associate, has condemned Exxon’s tie-up as legitimising the takeover, which is viewed by many experts as political. The Exxon/Rosneft tie-up also marks a turnround for Mr Sechin. His efforts to cement an international partnership for Rosneft via a tie-up with BP were stymied after the UK oil group’s Russian partners in TNK-BP blocked the move. The deal follows a new Russian tax regime for offshore development that waives onerous export duties from offshore fields for 15 years after the start of industrial scale output. Rex Tillerson, ExxonMobil’s president, said the new framework was crucial in enabling the deal to be finalised. “There is a clear commitment to see these areas developed,” said Mr Tillerson, referring to the Russian government’s move. Rosneft and Exxon said a final investment decision on the Arctic projects in the Kara Sea is expected in 2016-17, with the first well potentially being drilled as soon as 2014-15. The three North American projects that Rosneft is to gain access to are the Cardium Tight Oil Development in Canada, the West Texas Unconventional Exploration project and a deepwater exploration project in the Gulf of Mexico
Nuclear wars
NEWSWEEK 1995 (“Why Russia Still Matters to America,” 5-15, lexis)

"Russia," says Deputy Secretary of State Strobe Talbott, "is a big country." That it is; lop off the newly independent states born within the old Soviet husk and you've still got a lot left -- a highly educated work force sitting on top of some of the globe's most valuable resources. True, much of that vast territory has an awful climate (climate matters-for different reasons than Russia's, it explains why Australia will never be a great power). But unlike India and China, two other "giant" states, Russia will be able to husband its vast resources without the additional strain of feeding -- and employing-more than a billion souls. It also, of course, is the only country that can launch a devastating nuclear attack on the United States. That kind of power demands respect. And sensitive handling. Stephen Sestanovich, head Russia watcher at the Carnegie Endowment for International Peace in Washington, argues that present U.S. policy is geared too much to "dismantling Russian military might" -- a policy that, since it breeds Russian resentment of Western meddling, is self-defeating. "We have to reorient Russian power," says Sestanovich, "not eliminate it. Because we can't eliminate it." Indeed, Washington should prefer a strong Russia. A Russia so weak, for example, that it could not resist a Chinese land grab of its Far East without resorting to nuclear weapons is a 21st-century nightmare. All this implies a close U.S. -- Russian relationship stretching into the future. American officials say it will be a "pragmatic" one, recognizing that Russian and U.S. national interests will sometimes collide. The danger, for the United States, is that a pragmatic relationship could be dominated by security issues. In Western Europe, some futurists say that in the coming decades Russia will talk to the United States about nuclear weapons but to the European Union about everything else-trade, economic development and the rest.
PRICE KEY

Prices key to the deal

Yulia Ponomareva 12 – (  “Oil price key to Exxon deal” 16/04/2012 http://themoscownews.com/business/20120416/189637032.html ajones)

Uncertainty over global oil prices is raising uncomfortable questions for investors as they consider the prospects for Rosneft’s finalized megadeal with ExxonMobil to develop Russia’s Arctic shelf, due to be announced early this week. The deal, initiated in broad outline last August, will give the U.S. oil major access to part of Russia’s offshore fields in the Kara Sea. In return, Russia’s state-run Rosneft is expected to receive a share in three of Exxon’s unconventional hydrocarbon projects in western Texas, the Gulf of Mexico and the Canadian province of Alberta. Rosneft’s deal replaced a similar tie-up with British-American oil major BP, which went south after BP’s partners in TNK-BP scuppered that deal a year ago. Rosneft and Exxon will provide an update on their strategic deal in a presentation to investment analysts in New York on Wednesday. The speakers will include Exxon CEO Rex Tillerson, Rosneft president Eduard Khudainatov and Deputy Prime Minister Igor Sechin, who is Prime Minister and President-elect Vladimir Putin’s right-hand man in charge of the energy sector. It is not yet entirely clear what investment prospects the project is opening up for Exxon, mainly due to uncertainty that high global oil prices can be sustained if demand falls in a recession. “It may take two to three years to find out how profitable the project will be,” Ilya Balabanovsky, a senior oil and gas analyst with Renaissance Capital, told The Moscow News. Much will depend on the findings of geological surveys in the area, to be launched this summer, with drilling to begin no sooner than in 2014, Balabanovsky said. New tax regime The uncertainty of investment prospects may partly explain why the Russian government met the companies halfway over taxation promising to abolish export duties and reduce the mineral extraction tax to just 5 percent for the next 15 years, compared to 30 percent for the Baltic Sea projects, for instance. In addition to this, businesses will be exempted from VAT on imported technology that could not be sourced from Russian manufacturers. The profit tax will be 20 percent. “It’s necessary to give investors guarantees that if they do find something in the Arctic, it’ll be economically justified,” Balabanovsky said. The tax breaks were sanctioned by Putin at a meeting with Russian oil companies last Thursday. The development of Russia’s Arctic continental shelf is a major priority, now that companies are working depleted fields in Western Siberia and appear unlikely to maintain oil production at its current level of 10.2 million barrels a day. Russian offshore fields in the Arctic may hold more than onefifth of the world’s oil and gas resources, experts say. By October 1, the Finance Ministry is due to present new taxation regulations for offshore drilling, dividing all such projects into four categories depending on their complexity, availability of supporting infrastructure and the location of oil and gas fields. Less risky terms Alexander Kirevnin, an oil and gas analyst with VTB Capital, told The Moscow News that internal revenue return with the fields in the Kara Sea is expected to be from 16 percent to 22 percent. The updated terms of the project look less risky than previous alternatives, Kirevnin said. Deputy Finance Minister Sergei Shatalov was quoted by Interfax on Monday as saying that, should the oil price fall under $60, the government would have to further reduce tax rates for oil companies. The future average price of oil will certainly be a key factor for Rosneft’s and Exxon’s joint venture, analysts agreed. “It may turn out profitable at $120 per barrel and unprofitable at $80,” Renaissance’s Balabanovsky said. 

PRICE KEY/SOLVES ECON
Exxon-Rosneft deal will expand the oil industry and boost the Russian economy, but high prices are key 

CLIFFORD KRAUSS 12 – NYT national energy correspondant (“Exxon and Russia’s Oil Company in Deal for Joint Projects” New York Times April 16, 2012 http://www.nytimes.com/2012/04/17/business/energy-environment/exxon-and-russian-oil-company-agree-to-joint-projects.html ajones)

HOUSTON — Exxon Mobil and the Russian state oil company Rosneft signed a strategic agreement on Monday that will open American domestic oil and gas fields to Russian investment for the first time. For Exxon Mobil, the deal offers expanded access to Russia’s offshore Arctic fields as it strains to find new reserves. But the agreement also means that Exxon will be wading more deeply into Russia’s risky business environment. The deal is potentially even more significant for Russia, which will gain at least some access to modern drilling techniques developed in American shale fields over the last decade. Since the days of the Soviet Union, the Kremlin has been eager to exploit giant nonporous rock fields in western Siberia, but the fields have proved unproductive using conventional vertical drilling techniques. The Russian prime minister Vladimir V. Putin signaled the importance of the agreement, the broad outlines of which were agreed to last August, by hosting the signing ceremony at his home near Moscow. The agreement will form joint ventures in the frigid Kara Sea north of Siberia and the Black Sea, with initial exploration plans costing an estimated $3.2 billion. The Kara Sea prospect alone is estimated to hold 36 billion barrels of recoverable reserves, well more than the American company’s entire reserve base of oil and gas. Meanwhile, a Rosneft subsidiary will acquire minority shares in two shale and nonporous rock oil fields in West Texas and western Canada and more than a dozen oil and gas fields in the Gulf of Mexico operated by Exxon Mobil. “Today Rosneft and Exxon Mobil enter offshore projects of unprecedented scale,” said Eduard Y. Khudainatov, Rosneft’s president. “In so doing, we lay the foundation for a long-term growth of the Russian oil and gas industry.” The deal has been in the making for months, but Exxon Mobil, which is based in Irving, Tex., had warned that it could not complete major investments in Russia’s Arctic without first receiving assurances of a fair, long-term taxation regime. Mr. Putin appeared to try to put that concern to rest last week when he announced the canceling of high taxes on exports from new offshore fields for five to 15 years, depending on the scale of the project. By creating what he called “globally competitive conditions,” Mr. Putin was looking to attract investment in Russian oil and gas projects from Exxon Mobil, Total of France and Statoil of Norway to ensure the continued production of roughly 10 million barrels of oil a day as domestic consumption climbed. High oil prices have been a boon to the Russian economy. Energy specialists said that because Rosneft will be a minority investor in American fields, Exxon Mobil can control how much technology will be accessible to the Russians. “They will only see what is happening through the boardroom,” said David L. Goldwyn, a former State Department coordinator for international energy affairs. Nevertheless, the deal “gives Exxon access to the Arctic and gives Russia access to Exxon’s sophisticated project management, capital discipline and technologies,” he said. “These have not been the hallmarks of Russian national oil companies.” Western oil companies have long desired to invest more deeply in Russia, which is virtually tied with Saudi Arabia as the biggest oil producer in the world. But Russia has reneged on oil deals before, and the politics that surround the rough-and-tumble Russian business sector can be unpredictable. Rosneft’s effort to complete a similar strategic partnership with BP collapsed last year. The British company had a separate joint venture with another group of Russian investors, who sued and blocked the Rosneft deal in an international court. It was an embarrassment for Mr. Putin, who had publicly endorsed the BP-Rosneft arrangement, and for BP, which was trying to regain momentum after its giant Gulf of Mexico oil spill in 2010. Six years ago, the Kremlin compelled Royal Dutch Shell to sell half of a Sakhalin Island offshore development project to Gazprom, a state company, after Shell spent more than $20 billion on the project. The Exxon-Rosneft deal represents a major new Russian investment in the United States. The Russian oil company Lukoil has a network of gas stations around the country, and Lukoil has expressed interest in investing in American oil and gas fields. But until now, the Russians had not followed Chinese, Australian, Canadian and several European companies in investing in American shale fields. “Russia’s current fields are maturing and the country needs to develop a new generation of fields,” said Adnan Vatansever, a specialist in the Russian energy sector at the Carnegie Endowment for International Peace in Washington. “This deal may help the Russians learn how to develop them, and it will take some time and expertise to do that,” he said. Until now, Exxon’s top investment in Russia has been a production sharing agreement on Sakhalin Island, which waived local taxes and provided the Russian government a share of the produced oil. Exxon Mobil reduced its involvement in Russia after its effort to buy a piece of the Russian oil company Yukos was upended by the arrest in 2003 of Mikhail Khodorkovsky, who owned Yukos at the time. “Today really is a historic day,” said Rex W. Tillerson, Exxon Mobil’s chief executive, at the signing ceremony. “It marks the beginning of a new and broader relationship between our companies.”
DEAL KEY TO OIL INDUSTRY

Only foreign investment can prevent Russian industry collapse 

Amsterdam 08 -  international lawyer, involved in corporate business litigation in several oil markets (Robert, “Russia’s Peak Oil Problem and Geopolitical Power” Corporate Foreign Policy April 17th, 2008  http://corporateforeignpolicy.com/oil/russias-peak-oil-problem-and-geopolitical-power ajones)

Further complicating the metrics of Russia’s role as a new global power are the peak oil advocates, recently bolstered by comments made by Leonid Fedun, the vice-president of Lukoil, to the Financial Times. Russia, it seems, after years of increased state intervention in the oil sector, may be facing declining oil production – a frightening announcement which sent supply jitters across the trading floors and may cause some policymakers to reevaluate the dynamic of confrontation with Moscow. According to the International Energy Agency, Russia produced on average 10 million barrels per day from January through March, marking a 1% decrease compared with 2007. Russia has not seen declining production since 1998. In an interview with the AP, one analyst pinned the country’s oil supply lull down to high taxes and insufficient reinvestment into infrastructure that could increase production from existing fields. “It’s not that we don’t have enough oil,” he said. “We just don’t have enough capital going into developing the fields.“ Fedun points out that Western Siberia’s oil fields are running dry – just like Prudhoe Bay five or six years later, an effect seen from the Gulf of Mexico to Alaska. Capital investment is urgently needed for new fields in Eastern Siberia and infrastructure – but that’s exactly where the costs of Russia’s resource nationalism come home to roost. According to the Wall Street Journal, “Business investors have grown wary because the Kremlin has increasingly intervened in the energy sector. Russia nationalized former oil giant OAO Yukos and forced foreign investors like Royal Dutch Shell PLC to sell half its stake in a big project off Russia’s east coast to the state-run OAO Gazprom. TNK-BP has also come under pressure: Last month, intelligence services arrested one of its employees on suspicion of industrial espionage. TNK-BP said it is cooperating with authorities.” Even the recent $4.2 billion tax cut for the oil sector will probably not be enough, given that Fedun says the sector needs $1 trillion invested over the next 20 years to maintain current production levels. The last time Russia saw its oil production fall was during the 1990s, following the breakup of the Soviet Union. This trend was reversed as private energy firms, led my Mikhail Khodorkovsky’s Yukos, used advanced Western techniques to maximize oil production at stagnating existing fields rather than drilling new ones. The details of how Khodorkovsky and his team revolutionized the oil sector in Russia, creating the next decade of growth, was recently detailed in an excellent article by Michael J. Economides and Donna Marie D’Aleo. Fast-forward to the conclusion of the Yukos affair, and we see the transfer of some of the most valuable oil production assets into state hands (or, to be more precise, into the private pockets of some siloviki such as Igor Sechin, chairman of Rosneft). This new state management of the oil and gas sectors has been extremely damaging in terms of production, with a significant lack of investment in production and development of new fields. This is something that the IEA has repeatedly complained about, but it is easy to understand why state companies are reluctant to reinvest when there is such a low level of transparency, allowing for tunneling. Investment blogger Mike Burnick calls Russia’s oil production woes a “self-inflicted” wound. He argues that the Moscow energy mob has made it undesirable for energy companies to make new investments in production for the pattern of “renegotiated” royalty agreements, which reduce ownership stakes in production for international investors.

RELATIONS: LIST

U.S.-Russian relations solve world stability, terrorism, nuclear war, nuclear, chemical, and biological terrorism, and oil dependence
SIMES 2003 (Dmitri, President of the Nixon Center, FDCH Political Testimony, 9-30)
The proper starting point in thinking about American national interests and Russia--or any other country--is the candid question: why does Russia matter? How can Russia affect vital American interests and how much should the United States care about Russia? Where does it rank in the hierarchy of American national interests? As the Report of the Commission on American National Interests (2000) concluded, Russia ranks among the few countries whose actions powerfully affect American vital interests. Why? First, Russia is a very large country linking several strategically important regions. By virtue of its size and location, Russia is a key player in Europe as well as the Middle East and Central, South and East Asia. Accordingly, Moscow can substantially contribute to, or detract from, U.S. efforts to deal with such urgent challenges as North Korea and Iran, as well as important longer term problems like Iraq and Afghanistan. In addition, Russia shares the world's longest land border with China, an emerging great power that can have a major impact on both U.S. and Russian interests. The bottom line is that notwithstanding its significant loss of power after the end of the Cold War, Moscow's geopolitical weight still exceeds that of London or Paris. Second, as a result of its Soviet legacy, Russia has relationships with and information about countries that remain comparatively inaccessible to the American government, in the Middle East, Central Asia and elsewhere. Russian intelligence and/or leverage in these areas could significantly aid the United States in its efforts to deal with current, emerging and still unforeseen strategic challenges, including in the war on terrorism. Third, today and for the foreseeable future Russia's nuclear arsenal will be capable of inflicting vast damage on the United States. Fortunately, the likelihood of such scenarios has declined dramatically since the Cold War. But today and as far as any eye can see the U.S. will have an enduring vital interest in these weapons not being used against America or our allies. Fourth, reliable Russian stewardship and control of the largest arsenal of nuclear warheads and stockpile of nuclear materials from which nuclear weapons could be made is essential in combating the threat of "loose nukes." The United States has a vital interest in effective Russian programs to prevent weapons being stolen by criminals, sold to terrorists and used to kill Americans. Fifth, Russian stockpiles, technologies and knowledge for creating biological and chemical weapons make cooperation with Moscow very important to U.S. efforts to prevent proliferation of these weapons. Working with Russia may similarly help to prevent states hostile to the United States from obtaining sophisticated conventional weapons systems, such as missiles and submarines. 

U.S.-Russian relations are key to solve disease, drugs, terrorism, AIDS, prolif, and environmental collapse
HAASS 2002  (Richard, US State Department, Federal Information and News Dispatch, State Department, June 3)
Given today's international landscape, it is clearly in the interest of both the United States and Russia that Russia be fully integrated into this post-post-Cold War world. Russia can be a critical partner in building security and stability in the regions it borders -- Europe, Central Asia, and the Far East. After half a century in which we viewed the Soviet Union as the primary threat to stability in these regions, we can now work with a democratizing Russia to help integrate these areas more fully into the global system. Russia is also a necessary partner in addressing today's many transnational and global challenges. As a permanent member of the Security Council and a nation with broad international reach, Russia must be part of the solution to such threats as terrorism, proliferation, HIV/AIDS, and environmental degradation. Finally, there is a high opportunity cost -- in two ways -- if the United States, Russia, and Europe fail to seize the moment to integrate Russia into Western and international norms and institutions. On one hand is the risk of forfeiting the contribution a prosperous, democratic, self-confident Russia could make to global prosperity, particularly in energy, aeronautics, and other high-tech fields. On the other, a failed or isolated Russia would represent yet another source of transnational threats -- from loose nukes and other weapons of mass destruction, to large migration flows into Central and Western Europe, to drugs and disease.

U.S.-Russian cooperation solves disease, terrorism, nuclear war, and conflicts in the Middle East and Central Asia

STENT 2002 (Angela, Moscow Times, 11-27, director of Georgetown University's Center for Eurasian, Russian and East European Studies, served in the U.S. State Department's office of policy planning from 1999 to 2001)
This partnership, however, needs fresh impetus. Without a more forward-looking agenda, it could stagnate or deteriorate, if the United States and Russia continue to disagree over issues involving Russia's ties to Iraq, Iran and North Korea. U.S.-Russian ties must have a stronger foundation than a common enemy. There are several areas where Russia and the United States have compelling reasons to cooperate, areas that could provide a firmer basis for a partnership based on mutual interest.

WMD Proliferation: Russia and the United States share an interest in limiting proliferation not only of nuclear, but also of biological and chemical materials. Questions about Soviet-era stockpiles of these materials remain, and there is much that both sides can do together to prevent them from falling into the wrong hands.

European Security: The NATO-Russia Council offers a new start for NATO-Russia relations and is working better than many had initially expected on issues such as counter-terrorism, theater missile defense, and search-and-rescue operations. The council should focus more on Russian military reform, encouraging Russia's military to interact more intensively with NATO counterparts and pursue new thinking on security cooperation in Europe.

Security in the Post-Soviet Space: If the anti-terrorist campaign is to achieve any lasting results, the powers in the region will have to cooperate with the United States to jointly pursue peace in Eurasia. The United States and Russia should work with China, the Central Asian states and as many other regional powers as are willing and able to establish a new framework for security in the post-Soviet space. Russia should work toward being a guarantor of stability in this area, together with its other partners. There is no more zero-sum game in Central Asia. The coming risks of succession crises and potential instability in Central Asia cry out for partnership, not rivalry.

Energy Cooperation: The October Houston Energy summit and its aftermath have reinforced the importance that the Bush administration attaches to promoting greater U.S.-Russian energy cooperation. While Russia cannot replace Saudi Arabia as a supplier, its impressive increases in oil production and its potential to supply more oil to the world market and gas to Europe have reinforced its significance in an uncertain energy world.

The Middle East: Russia's interests in the Middle East have changed dramatically in the past decade. Moscow's credibility as a more even-handed player in the Arab-Israeli conflict has risen over the past few years and today Russia exercises its influence in the new "quad" format, with the United States, EU and UN. While America remains the key broker in this area, Russia could play a more active role under the right conditions.

New Security Issues: Despite the current preoccupation with traditional security issues, Western relations with Russia will become increasingly focused on non-traditional questions beyond terrorism, such as infectious diseases, trafficking in humans and drugs, and organized crime, that threaten our security and aid and abet terrorism. The United States and Russia must intensify their cooperation in resolving long-term problems whose impact reaches well beyond Eurasia.

Working together in these areas will take time and effort. But it will form the basis of a longer-term and broader-based U.S.-Russian partnership. It will create structures that will ensure a denser network of ties between the two countries and their populations. In the new, uncertain world, Russia and America face the threat of global terrorism and unconventional warfare together. They will need each other as partners for much of this new century.
RELATIONS: NUKE WAR
U.S.-Russia relations check nuclear war

COHEN 2001  (Stephen, Prof of Russian Studies at NYU, June 7, http://www.thenation.com/doc.mhtml?i=20010625&c=1&s=cohen)
In these and other ways, Russia has been plunging back into the nineteenth century. And, as a result, it has entered the twenty-first century with its twentieth-century systems of nuclear maintenance and control also in a state of disintegration. 

What does this mean? No one knows fully because nothing like this has ever happened before in a nuclear country. But one thing is certain: Because of it, we now live in a nuclear era much less secure than was the case even during the long cold war. Indeed, there are at least four grave nuclear threats in Russia today: 

§ There is, of course, the threat of proliferation, the only one generally acknowledged by our politicians and media--the danger that Russia's vast stores of nuclear material and know-how will fall into reckless hands. 

§ But, second, scores of ill-maintained Russian reactors on land and on decommissioned submarines--with the destructive capacity of nuclear weapons--are explosions waiting to happen. 

§ Third, also for the first time in history, there is a civil war in a nuclear land--in the Russian territory of Chechnya, where fanatics on both sides have threatened to resort to nuclear warfare. 

§ And most immediate and potentially catastrophic, there is Russia's decrepit early-warning system. It is supposed to alert Moscow if US nuclear missiles have been launched at Russia, enabling the Kremlin to retaliate immediately with its own warheads, which like ours remain even today on hairtrigger alert. The leadership has perhaps ten to twenty minutes to evaluate the information and make a decision. That doomsday warning system has nearly collapsed--in May, a fire rendered inoperable four more of its already depleted satellite components--and become a form of Russian nuclear roulette, a constant danger of false alarms and accidental launches against the United States. 

How serious are these threats? In the lifetime of this graduating class, the bell has already tolled at least four times. In 1983 a Soviet Russian satellite mistook the sun's reflection on a cloud for an incoming US missile. A massive retaliatory launch was only barely averted. In 1986 the worst nuclear reactor explosion in history occurred at the Soviet power station at Chernobyl. In 1995 Russia's early-warning system mistook a Norwegian research rocket for an American missile, and again a nuclear attack on the United States was narrowly averted. And just last summer, Russia's most modern nuclear submarine, the Kursk, exploded at sea. 

Think of these tollings as chimes on a clock of nuclear catastrophe ticking inside Russia. We do not know what time it is. It may be only dawn or noon. But it may already be dusk or almost midnight. 

The only way to stop that clock is for Washington and Moscow to acknowledge their overriding mutual security priority and cooperate fully in restoring Russia's economic and nuclear infrastructures, most urgently its early-warning system. Meanwhile, all warheads on both sides have to be taken off high-alert, providing days instead of minutes to verify false alarms. And absolutely nothing must be done to cause Moscow to rely more heavily than it already does on its fragile nuclear controls. 

These solutions seem very far from today's political possibilities. US-Russian relations are worse than they have been since the mid-1980s. The Bush Administration is threatening to expand NATO to Russia's borders and to abrogate existing strategic arms agreements by creating a forbidden missile defense system. Moscow threatens to build more nuclear weapons in response. 

Hope lies in recognizing that there are always alternatives in history and politics--roads taken and not taken. Little more than a decade ago, Soviet leader Mikhail Gorbachev, along with President Ronald Reagan and the first President George Bush, took a historic road toward ending the forty-year cold war and reducing the nuclear dangers it left behind. But their successors, in Washington and Moscow, have taken different roads, ones now littered with missed opportunities. 

If the current generation of leaders turns out to lack the wisdom or courage, and if there is still time, it may fall to your generation to choose the right road. Such leaders, or people to inform their vision and rally public support, may even be in this graduating class. 

Whatever the case, when the bell warning of impending nuclear catastrophe tolls again in Russia, as it will, know that it is tolling for you, too. And ask yourselves in the determined words attributed to Gorbachev, which remarkably echoed the Jewish philosopher Hillel, "If not now, when? If not us, who?"

RELATIONS: RUSSIAN EXPANSIONISM

U.S.-Russian relations check Russian expansionism and solve world economic recovery

HAMILTON 2003  (Lee, Director of the Woodrow Wilson International Center for Scholars and Former Chairman of the House Committee on International Relations, The International Economy, June 22)
While it has proven premature to speak of a positive transformation in U.S.-Russian relations, the breadth of our common interests suggests that partnership is preferable to confrontation.

The United States and Russia each have an interest in strengthening Russia's economy. The United States should forgive some Soviet-era Russian debt, repeal the outdated Jackson-Vanik amendment, and support Russian accession into the World Trade Organization, in return for greater transparency and market reform within Russia. A Russian economy tied more to the West would strengthen the global economic recovery, reduce Russia's interest in dealing in nuclear technology with countries like Iran, and enable the full development of Russia's oil and gas reserves.

The United States and Russia also have overlapping security concerns. While we should speak out vigorously against Russian human rights violations in Chechnya, the United States must continue working with Russia in the war on terror and the stabilization of Central Asia. We should also bring Russia closer to NATO, as cooperation reduces the likelihood of a return to Russian expansionism.

RELATIONS: AIDS/AFRICA
U.S.-Russian relations are key to solve AIDS worldwide—Russia’s key to a vaccine
VERSHBOW 2004 (Alexander, US Ambassador to Russia, State Department April 22, 2004)
Without intervention, researchers predict that over 75 million people will be infected worldwide by 2010, with a loss of human life to AIDS totaling 100 million by 2020. Scientists predict that more than two million Russians could be infected by 2005 - next year - and millions more by 2010; in fact, the HIV virus is spreading more rapidly here than in almost any other country on the planet. Unless decisive action is taken - and soon - Russia faces a humanitarian catastrophe rivaling that of World War II.

Fortunately, this represents an area tailor-made for bilateral cooperation. As the AIDS epidemic began in the United States years before it struck Russia, we have considerable experience in treating the disease and controlling its spread. Russia has an educated population and an expanding sector of dedicated NGOs that provide hope that concerted efforts at prevention can succeed. What these organizations lack is resources and, most crucially, high-level political support. In addition, Russia is blessed with a large and talented medical and scientific community that can play an important role in international efforts to find a cure and develop a vaccine. Given our complementary resources and our mutual interest in staving off disaster, the AIDS crisis provides an ideal opportunity to demonstrate the potential of our partnership for the betterment of Russia's own people, and all of humanity.

Only a vaccine solves

BERKELEY 12-18-2007 (Dr. Seth, chief executive and president of the International AIDS Vaccine Initiative, Washington Post)

First, there was the announcement that an experimental AIDS vaccine from Merck &amp; Co. had proved ineffective in an advanced trial and, even worse, may have caused an increased susceptibility to HIV infection in volunteers. Then came a report by the Joint United Nations Program on HIV-AIDS and the World Health Organization that we are beginning to see a small reduction in the number of annual new HIV infections globally.

So what does this mean? How does it add up?

Unfortunately, we're still losing against AIDS, badly. But there are good reasons to think we can win, with the tool that holds the hope of eliminating, and not just curbing, the epidemic: a preventive vaccine. The failure of one product does not rule out success on that front.

Having changed their methodology, UNAIDS and the WHO now estimate that there are 33 million people living with HIV-AIDS, down from 40 million, their 2006 figure. Still, AIDS remains the world's fourth-leading cause of death, and it is No. 1 in sub-Saharan Africa. It has killed at least 23 million people.

UNAIDS and the WHO said that the trend toward fewer new infections probably reflects the natural progression of the epidemic as well as behavioral changes brought on by prevention programs. While it is impossible to sort out those factors, campaigns such as those that encourage abstinence, faithfulness to a single partner, circumcision, the use of condoms and the use of clean needles by intravenous-drug users are critical and need more attention. Still, given human nature and the cultural and economic realities in the societies hit hardest by AIDS, these programs can do only so much.

If we want to protect society as a whole and eliminate AIDS, we need a much more powerful weapon: a vaccine. No major viral epidemic has been defeated without one. 

Whatever the precise dimensions of the AIDS epidemic, it is horrendous, especially in sub-Saharan Africa, which accounts for more than two-thirds of all new infections. It may comfort some to believe that condoms, circumcision and sermons will trump human nature. But if the virus were as widespread in the United States as it is in Africa, we would be engaged in a frantic medical Manhattan Project to find a vaccine.

And we would find one. The history of medical progress says so.

Twenty-four years ago, when a virus was found to be the cause of AIDS, there were only a few licensed medicines for use against any virus, and scientists thought it implausible to develop drugs against HIV. Today, we have more drugs to treat HIV than for all other viruses put together. That's what we can do when we focus the power of science.

It took 47 years after the virus responsible for polio was identified before scientists developed a vaccine for the disease. That we are free from iron lungs as well as a range of other infectious scourges is a debt we owe to the persistence and optimism of previous generations. Now it is our turn.

We have much better tools at our disposal than early vaccinologists had, but we're still in the early stages. To date, only two experimental AIDS vaccines have completed efficacy testing. We had high hopes for the Merck candidate, but more study is needed to find out why it failed and what implications that may have for the 30 or so experimental AIDS vaccines in trials.

That an AIDS vaccine is possible is strongly suggested by the fact that most people's immune systems hold HIV in check for years before they develop AIDS. A small number of infected people seem never to develop the disease. We also know, from studies in non-human primates, our closest relatives, that vaccines can protect from infection with SIV, HIV's cousin in monkeys.

We need to build on these insights as quickly as possible. We can't afford the alternative, in financial or human terms. In September, UNAIDS estimated that it would cost at least $45 billion a year by 2015 to achieve the Group of Eight's goal of providing a comprehensive package of AIDS prevention, treatment and care to everyone who needs it in the developing world. That estimate will decline along with the revised epidemiological figures. But even with the drop in infection rates, AIDS spending, barring a revolution in giving, would have to go from one-tenth to one-quarter of all foreign aid to achieve the G-8 goal. What would get cut? Funds for basic health care? Agriculture? Education? Clean water?

Focusing on the long-term goal of creating an AIDS vaccine is undeniably hard. The world is spending some $900 million a year on the effort, up from less than $200 million a decade ago. It is still a minimal investment, but it is one that will ultimately prove cost-effective: A preventive vaccine is the only intervention that could ultimately eliminate the need for all others.

AIDS causes war in Africa

SINGER 2002 (Peter, John M. Olin Post-doctoral Fellow, Foreign Policy Studies at the Brookings Institution, Survival, Spring.  This is not the bioethicist/activist Peter Singer.)

The results are devastating for the military institution and can lead to a dangerous weakening of military capabilities. Besides the effect on the regular line troops and the general recruiting pool, the disease is particularly costly to military forces in its draining effect on the skilled positions. In a way, the disease causes Adam Smith in reverse, by taking away the specialists that allow an organization to succeed and grow. That is, AIDS is not only killing regular conscripts but also the NCOs and officers that militaries are least able to lose. Thus, leadership capacities and professional standards directly suffer from the disease’s scourge. Several armies, including Botswana, Uganda, and Zimbabwe, are already facing serious gaps in their leadership cadres. In Malawi, at least half the general staff is thought to be HIV positive, while the army’s commander

stated that he believed a quarter of his overall force would be dead from the disease within the next three years. 23

This hollowing out of militaries, particularly at the leadership level, has a number of implications for security. As human capacity is lost, military organizations' efforts to modernize are undercut. Also, as they lose their leadership to an unyielding, demoralizing foe, the organizations themselves can unravel. The effects of the disease on the institution is thus in a sense non-linear; its impact is not felt just in terms of lives lost, but overall disruption.

Militaries, when under this type of pressure from disease, gradually lose their capabilities and are less able to meet their commitments. As Colonel Kevin Beaton of the Royal Army Medical Corps noted, "History is littered with examples of armies falling apart for health reasons.”24 Preparedness and combat readiness deteriorate. Even if a new recruiting pool is used to replace sick troops, force cohesion is compromised.

The higher risk within the military, consequently, compounds the disease’s impact, transferring it to the political level. Commanders from certain high infection countries already worry that they are now unable to field full contingents for deployment because of the disease and most certainly are unable to assist their nation’s allies. AIDS-weakened militaries also risk domestic instability and even invite foreign attack. Namibia’s defense ministry, deeming AIDS to be a new type of strategic vulnerability, has treated military infection rates as classified information.25

Nuke war

DEUTSCH 2002 (Jeffrey, Political Risk Consultant and Ph.D in Economics, The Rabid Tiger Newsletter, Vol 2, No 9, Nov 18, http://list.webengr.com/pipermail/picoipo/2002-November/000208.html)

The Rabid Tiger Project believes that a nuclear war is most likely to start in Africa. Civil wars in the Congo (the country formerly known as Zaire), Rwanda, Somalia and Sierra Leone, and domestic instability in Zimbabwe, Sudan and other countries, as well as occasional brushfire and other wars (thanks in part to "national" borders that cut across tribal ones) turn into a really nasty stew. We've got all too many rabid tigers and potential rabid tigers, who are willing to push the button rather than risk being seen as wishy-washy in the face of a mortal threat and overthrown.

Geopolitically speaking, Africa is open range. Very few countries in Africa are beholden to any particular power. South Africa is a major exception in this respect - not to mention in that she also probably already has the Bomb. Thus, outside powers can more easily find client states there than, say, in Europe where the political lines have long since been drawn, or Asia where many of the countries (China, India, Japan) are powers unto themselves and don't need any "help," thank you.

Thus, an African war can attract outside involvement very quickly. Of course, a proxy war alone may not induce the Great Powers to fight each other. But an African nuclear strike can ignite a much broader conflagration, if the other powers are interested in a fight. Certainly, such a strike would in the first place have been facilitated by outside help - financial, scientific, engineering, etc. Africa is an ocean of troubled waters, and some people love to go fishing.

AIDS causes deforestation and destroys the environment

OGLETHORPE AND GELMAN 2006 (Judy, World Wildlife Fund; Nancy, Africa Biodiversity Collaborative Group, Frontiers in Ecology and Environment, April 2006)

Behind these broad population figures, the impacts of AIDS on demographic structure are seriously worsening the imbalances between population and natural resource consumption/land use in sub-Saharan Africa. The most economically active age group (15–49 years old) is most impacted by AIDS (UNAIDS 2004). When individuals in this age group succumb to the disease, wages and agricultural labor are lost. Rural households are forced to change their livelihood strategies in an ever-deepening spiral of poverty. They often cultivate less labor-intensive but also less nutritious crops (Barnett and Whiteside 2002) and increase natural resource consumption. Activities such as hunting, fishing, wild food-plant collection, and fuel-wood extraction increase as families struggle to maintain diets and generate alternative income (Barany et al. 2001; Africa Biodiversity Collaborative Group 2002). The subsequent increase in resource use is often unsustainable.

Indigenous knowledge of agriculture and resource management is often lost when parents die before passing it on to their children. For example, using fire for agricultural clearing can increase as indigenous knowledge of agricultural production disappears and less labor is available for farming. Uncontrolled fires destroy natural resources such as forest foods and building materials (M Jurvelius pers comm) and can accelerate erosion. As AIDS orphans grow up, they often have little indigenous knowledge and a weak attachment to land and resources. This could result in unsustainable mining of natural resources and future insecurity, both locally and nationally.

Compounding this, law enforcement capacity is being weakened by the epidemic, as is the ability of governments and non-governmental organizations to provide technical support for rural development and resource management. At a local level, AIDS can result in shifts in land and resource control, as traditional governance structures break down and power relations change. Inefficient and unsustainable use can increase, particularly if knowledge of sustainable practices is lost or there is less commitment to sound use. In addition, in some societies, widows and orphans cannot inherit land when the male head of a household dies, because of patriarchal laws and traditions. Even if there is a legal basis for inheritance, land-grabbing may occur (International Center for Research on Women 2004).

RELATIONS: MIDDLE EAST
U.S.-Russian relations are key to Middle East peace

VERSHBOW 2004  (Alexander, US Ambassador to Russia, State Department April 22, 2004)
Russia has thus far reacted cautiously to the Greater Middle East initiative, but we believe Russia can and should be a vital partner in this endeavor. Russia, with a Muslim population larger than that of the entire European Union, presents a model of how Muslim communities can flourish in harmony with their non-Muslim neighbors and contribute to social and economic progress - without succumbing to polarizing fundamentalism. Russia also has longstanding ties with many Middle Eastern countries, enabling it to serve as a force for positive change in places where America has less influence. So, in the coming years, one of the challenges is to find a way for Russia, the United States and other democracies to work together to help the peoples of the Greater Middle East to move down the path of reform and deal with terrorism at its source.

RELATIONS: HEGEMONY
U.S.-Russian relations are key to U.S. hegemony
SIMES 2003 (Dmitri, President of the Nixon Center, FDCH Political Testimony, 9-30)
At the same time, U.S. leaders increasingly recognized the emerging, inter-related threats of terrorism and proliferation. Though policy makers and experts had devoted some attention to these issues earlier, the tragic events of September 11 rapidly crystallized American thinking about these threats and transformed the struggle to contain them into the principal aim of American foreign policy. Notwithstanding its diminished status and curtailed ambition, Russia has considerable influence in its neighborhood and a significant voice elsewhere as well. Moscow can contribute importantly to U.S. interests if it chooses to do so. Accordingly Russia can markedly decrease, or increase, the costs of exercising American leadership both directly (by assisting the United States, or not) and indirectly (by abetting those determined to resist, or not).

U.S.-Russian relations solve international conflict and U.S. hegemony
LEVGOLD 2003  (Robert, National Interest, Winter 02/03)
Moving the U.S.-Russian relationship to the level of a true alliance will not be easy, considering that the two countries have only allied three times in a century and a half, and then only briefly during wartime. Nor should the idea be embraced without eyes wide-open, weighing fully its implications and recognizing its requirements. The changes under way in Russian foreign policy, however, make such a relationship thinkable, and think we should, for the stakes are high. Consider how different the world would be in twenty years if a democratic and economically revitalized Russia is a genuine partner of the United States, addressing side by side fundamental threats to international comity and welfare. Consider how much safer the world would be if no great power is locked in strategic rivalry with another, and no combination of them is lined up against one or more others. And consider how much more successful the United States would be if its ends and methods are increasingly seen by other major players as wise and fair.

Whether any or some of this comes to pass will depend in no small measure on what is made of the current historic opportunity in U.S.-Russian relations. So, we are brought back to the fundamental choices facing Russia and the United States. We are about to see how far Russia is prepared to go toward a deep and lasting partnership with the United States, and how much the United States is prepared to do to make it possible.

RELATIONS: ROGUE DETERRENCE
U.S.-Russian relations are key to American nuclear deterrence of other powers
LEVGOLD 2003 (Robert, National Interest, Winter 02/03)
Additionally, without a great deal of imagination one can conjure renewed trouble over strategic military developments. This is and will remain a nuclear world. While U.S. attention is rightly focused these days on preventing outlaw states and groups from arming themselves with nuclear and other weapons of mass destruction, ultimately the nuclear superstructure will be determined by the major nuclear powers. Currently, U.S. preponderance has permitted the United States to dictate the shape of the U.S.-Russian nuclear relationship, and Putin has prudently bowed to an outcome he cannot prevent. In the process, he and parts of the Russian security establishment are coming to accept the possibility of working with the United States and its nato allies on the future role of missile defense.

But these are opening gambits in an ongoing process, leading in unknown directions-probably into space and the uncertainties that competition there will bring, and to a set of Chinese responses that will further complicate the Indo-Pakistani nuclear nexus and perhaps draw Japan across the nuclear threshold. The United States may for some time enjoy technological leads, permitting it by means of its own choosing to cope with the threats that lie ahead. In the modern era, however, history has been hard on states that assumed they could unilaterally impose a security order of their own devising and make it last. If, on the other hand, Russia is America's ally and not merely a reluctantly compliant foil, the United States would have much more leverage in designing a nuclear regime drained of competitive pressures among established nuclear powers, and thus more capable of circumscribing the behavior of new and would-be nuclear states.

RELATIONS: CHINA

US-Russian cooperation is key to peace with China

LEVGOLD 2003  (Robert, National Interest, Winter 02/03)
Not only are the United States and Russia directly but separately implicated in the stability of this region, but China is as well. This raises the third aspect of a U.S.-Russian alliance to enhance Eurasian stability. China will be a decisive actor in Inner Asia, not the least because it forms an integral part of the region. Unfortunately, China enters through its underdeveloped northwest territories, including Xinjiang-precisely where it feels most vulnerable. In part because of this sense of vulnerability, and in part because of the general state of Sino-American relations, China has not welcomed the arrival of American military power in Central Asia. On the contrary, while excusing a temporary deployment in the context of a war that it supports, China's leadership has opposed an extended U.S. presence there as an element of a hostile encirclement stratagem.

Russia and the United States have good reason to act jointly, not only to enhance their common stake in regional stability, but to draw China into a constructive dialogue over the role all three will play in Central Asia. Russia, with the Shanghai Cooperation Organization, is already engaged in such an effort. Talking to the Russians about U.S. military activities in Central Asia (and Georgia) builds mutual confidence by promoting transparency, but it is not so far-fetched to imagine a far more ambitious trilateral dialogue among Russia, China, and the United States. Much as the United States and its European allies share assessments of threats at the edges of Europe, plan for coordinated action, and struggle to create the necessary machinery to carry it out, so can and should Russia and the United States do the same in Eurasia with Chinese participation when appropriate.

RELATIONS: NUKE TERROR

US-Russian relations solve nuclear terrorism

COHEN 2001 (Stephen, Prof of Russian Studies at NYU, PITTSBURGH POST-GAZETTE 11-11-2001)
President Bush's meetings with Russian President Vladimir Putin next week, in Washington and Texas, give the United States a second historic chance, after the squandered opportunity of the 1990s, to establish a truly cooperative relationship with post-communist Russia.

Such a relationship is essential for coping with today's real security dangers, which exceed those of the Cold War and make the United States so vulnerable that even it can no longer meaningfully be considered a "superpower." Indeed, both the decay of Moscow's systems of nuclear control and maintenance since 1992 and the "low-tech, high-concept" attacks on America on Sept. 11 may be omens of an unprecedented dark age of international security. None of its dangers can be dealt with effectively without Russia, the world's only other fully nuclearized country and its largest crossroad of civilizations.
RELATIONS: TURNS EVERYTHING ELSE
U.S.-Russian relations solve all other impacts—everything is easier with Russian cooperation and harder without it

CFR TASK FORCE 2006 (Council on Foreign Relations Independent Task Force for Russia, Chaired by John Edwards and Jack Kemp, “RUSSIA’S WRONG DIRECTION: WHAT THE UNITED STATES CAN AND SHOULD DO,” http://www.cfr.org/content/publications/attachments/Russia_TaskForce.pdf)
Since the dissolution of the Soviet Union, American presidents and policymakers have believed that the interests of the United States are served by engagement with Russia. This Task Force, too, began its review of U.S. policy—and concludes it—convinced of the extraordinary importance of getting U.S. relations with Russia right. U.S.-Russian cooperation can help the United States to handle some of the most difficult challenges it faces: terrorism, the proliferation of weapons of mass destruction, tight energy markets, climate change, the drug trade, infectious diseases, and human trafficking. These problems are more manageable when the United States has Russia on its side rather than aligned against it. Good relations between Moscow and Washington also bolster one of the most promising international realities of our time—the near absence of security rivalries among the major powers. That the world’s leading states deal with each other in a spirit of accommodation is a great asset for American policy, and the United States will be in a better position to protect that arrangement if relations with Russia are on a positive track.

U.S.-Russian disputes spill over to weaken the entire international system and raise the risk of conflict between all major powers
CFR TASK FORCE 2006  (Council on Foreign Relations Independent Task Force for Russia, Chaired by John Edwards and Jack Kemp, “RUSSIA’S WRONG DIRECTION: WHAT THE UNITED STATES CAN AND SHOULD DO,” http://www.cfr.org/content/publications/attachments/Russia_TaskForce.pdf)
Over time, accumulating disagreements between Russia and the United States can have consequences that go well beyond a downturn

in bilateral relations. They raise the prospect of a broader weakening of unity among the leading states of the international system. If growing consensus among the major powers gives way to a new line of division between democrats and authoritarians, if their energy strategies diverge, or if they respond in different ways to terrorism, America’s chances of success in meeting global challenges will be reduced. At present, the risk that such divisions will emergemay seem remote, but policymakers should not fail to anticipate the tipping point. And Americans should understand how much Russia’s future course—above all, whether its policies look West or East—can affect the outcome.

***SAUDI RELATIONS IMPACT

2NC SAUDI RELATIONS IMPACT

There’s a slow decrease in US oil dependence now—accelerating it hurts US-Saudi relations
Mouawad 9 (Jad, “Saudi Blasts American Energy Policy” 9/25/9, New York Times, http://green.blogs.nytimes.com/2009/08/25/saudi-blasts-american-energy-policy/ MGE)

The question of American “energy independence” clearly rankles officials in Saudi Arabia, the world’s biggest exporter of crude oil, who seem increasingly puzzled by the energy policy of the United States, the world’s biggest oil consumer. In a short and strongly-worded essay in Foreign Policy magazine, Prince Turki al-Faisal, a former ambassador to the United States and a nephew to King Abdullah, said that for American politicians, invoking energy independence “is now as essential as baby-kissing,” and accuses them of “demagoguery.” All the talk about energy independence, Mr. al-Faisal said, is “political posturing at its worst — a concept that is unrealistic, misguided, and ultimately harmful to energy-producing and consuming countries alike.” There is no technology on the horizon that can completely replace oil as the fuel for the United States’ massive manufacturing, transportation, and military needs; any future, no matter how wishful, will include a mix of renewable and nonrenewable fuels. Considering this, efforts spent proselytizing about energy independence should instead focus on acknowledging energy interdependence. Like it or not, the fates of the United States and Saudi Arabia are connected and will remain so for decades to come. Relations between the United States and Saudi Arabia date back to the 1930s when American geologists first struck oil in the kingdom. While American companies built the Saudi oil industry, Americans have never shaken off their suspicions and mistrust of the kingdom since the Arab oil embargo of 1973. It’s not the first time a Saudi official has criticized American energy policy, or its growing reliance on renewable fuels. Many of Prince Turki’s arguments recycle Saudi Arabia’s position that for the past 30 years, the oil-rich kingdom has acted in a responsible manner to keep oil markets well supplied. Prince Turki correctly points at the steps taken by Saudi Arabia in recent years to increase its production to make up for lost production in Iraq or elsewhere in times of crisis, and invest close to $100 billion in new capacity over the past five years. On the other hand, he points out that four countries — Iran, Iraq, Nigeria and Venezuela — failed to live up to expectations that they would raise their production over the past decade for a variety of reasons, including “a U.S. invasion” in the case of Iraq. The Saudis have genuine reasons to fear the effects of the Obama administration’s energy policy and its commitment to reducing oil consumption, as well as efforts to reduce carbon emissions. As Prince Turki points out himself, Saudi Arabia holds 25 percent of the world’s known oil reserves and would like to keep selling oil for several more decades. As such, the Saudis know that any attempt to reduce gasoline consumption is a threat to the future of the Saudi economy. It’s an old refrain: in his most famous remark, the former Saudi oil minister, Sheik Yamani, once said that the stone age didn’t end because the world ran out of stones, and the oil age will not end because the world runs out of oil. It will end when something replaces it. The trend has already started. Oil demand in the United States has peaked — instead of rising as it has since the dawn of the age of oil more than a century ago, the nation’s oil consumption has begun its long decline. The question is: how fast will the transition take?
Crushes hegemony

SHAW 2004 (Charles, Editor-in-Chief, “Make the Greeleap,” Newtopia Magazine, Summer, http://www.newtopiamagazine.org/issue17/features/greenleap.php)

The second critical issue is that the US Dollar is the fiat currency for the world's oil and natural gas transactions which means that all the oil and natural gas purchased by the world's nations is purchased in US "petrodollars". Because of this, most nations hold in their banks Dollar reserves equal to the value of their own currency. US global hegemony is predicated on this very means of control. This arrangement for the world's energy supplies to be purchased in Dollars, and by effect to have the Dollar become fiat currency, was set up by the US and OPEC, largely because of our relationship with Saudi Arabia. If that relationship ends, through revolution or war, US hegemony ends, unless we occupy the oil fields till they run dry.

Nuke war
KHALILZAD 1995 (Zalmay, RAND analyst, The Washington Quarterly)
Under the third option, the United States would seek to retain global leadership and to preclude the rise of a global rival or a return to multipolarity for the indefinite future. On balance, this is the best long-term guiding principle and vision. Such a vision is desirable not as an end in itself, but because a world in which the United States exercises leadership would have tremendous advantages. First, the global environment would be more open and more receptive to American values -- democracy, free markets, and the rule of law. Second, such a world would have a better chance of dealing cooperatively with the world's major problems, such as nuclear proliferation, threats of regional hegemony by renegade states, and low-level conflicts. Finally, U.S. leadership would help preclude the rise of another hostile global rival, enabling the United States and the world to avoid another global cold or hot war and all the attendant dangers, including a global nuclear exchange. U.S. leadership would therefore be more conducive to global stability than a bipolar or a multipolar balance of power system.

SAUDI RELATIONS: PROLIF

Decline in US-Saudi relations causes prolif—they can easily get weapons

LEVI 2003, Michael, Science And Technology Fellow, Foreign Policy Studies  Brookings Institution, 2003 [The New Republic , June 2 http://www.iranwatch.org/privateviews/Brookings/perspex-brookings-levi-060203.htm]

Realists counter that the United States needs Saudi oil and Saudi military bases. But there's a less obvious argument for making sure the long-standing Washington-Riyadh partnership doesn't fracture: If it does, the Saudis might well go nuclear. Saudi Arabia could develop a nuclear arsenal relatively quickly. In the late '80s, Riyadh secretly purchased between 50 and 60 CSS-2 missiles from China. The missiles were advanced, each with a range of up to 3,500 kilometers and a payload capacity of up to 2,500 kilograms. What concerned observers, though, was not so much these impressive capabilities but rather the missiles' dismal accuracy. Mated to a conventional warhead, with a destructive radius of at most tens of meters, these CSS-2 missiles would be useless—their explosives would miss the target. But the CSS-2 is perfect for delivering a nuclear weapon. The missile itself may miss by a couple of kilometers, but, if the bomb's destructive radius is roughly as large, it will still destroy the target. The CSS-2 purchase, analysts reasoned, was an indication that the Saudis were at least hedging in the nuclear direction. July 1994 brought more news of Saudi interest in nuclear weapons when defector Mohammed Al Khilewi, a former diplomat in the Saudi U.N. mission, told London's Sunday Times that, between 1985 and 1990, Saudi Arabia had actively aided Iraq's nuclear weapons program, both financially and technologically, in return for a share of the program's product. Though Khilewi produced letters supporting his claim, no one has publicly corroborated his accusations. Still, the episode was unsettling. Then, in July 1999, The New York Times reported that Saudi Defense Minister Prince Sultan bin Abdulaziz Al Saud had recently visited sensitive Pakistani nuclear weapons sites. Prince Sultan toured the Kahuta facility where Pakistan produced enriched uranium for nuclear bombs—and which, at the same time, was allegedly supplying materiel and expertise to the North Korean nuclear program. The Saudis refused to explain the prince's visit. If Saudi Arabia chose the nuclear path, it would most likely exploit this Pakistani connection. Alternatively, it could go to North Korea or even to China, which has sold the Saudis missiles in the past. Most likely, as Richard L. Russell, a Saudi specialist at National Defense University, argued two years ago in the journal Survival, the Saudis would attempt to purchase complete warheads rather than build an extensive weapons-production infrastructure. Saudi Arabia saw Israel destroy Iraq's Osirak reactor in 1981, and it is familiar with America's 1994 threat to bomb North Korea's reactor and reprocessing facility at Yongbyon. As a result, it would probably conclude that any large nuclear infrastructure might be preemptively destroyed. At the same time, Riyadh probably realizes that America's current hesitation to attack North Korea stems at least in part from the fact that North Korea likely already has one or two complete warheads, which American forces would have no hope of destroying in a precision strike. By buying ready-made warheads, Riyadh would make a preemptive attack less likely. And, unlike recent proliferators such as North Korea, the Saudis have the money to do so.
US-Saudi relations are the key factor preventing Saudi prolif

MCDOWELL 2003 [Steven , Lt, US navy, “Is Saudi Arabia a Nuclear Threat?” Naval Postgrad Thesis, November http://www.ccc.nps.navy.mil/research/theses/McDowell03.pdf]

Saudi Arabia, with its vast oil reserves and seemingly endless financial resources may become the next country to purchase nuclear weapons. It is situated in the Persian Gulf, a region that as of 1998 contained the most active efforts to acquire nuclear weapons and the highest rate of weapons proliferation in the world.1 Among the major proliferating Gulf States are Iran and Iraq, two states that have posed considerable threats to the Saudi regime. The relationship between Saudi Arabia and the United States has provided the Saudis with a level of protection that is unprecedented on a Saudi scale, but is the informal security umbrella provided by the United States enough to keep the oil rich state from acquiring its own means of deterring foreign missile threats. I contend that the Iranian Revolution and the overthrow of Mohammed Reza Pahlavi, the Shah of Iran, coupled with the extensive use of ballistic missiles during the Iran-Iraq War posed a tremendous threat to the Saudi regime and compelled it to purchase a ballistic missile capability. China is currently in the process of replacing its aging CSS-2 liquid-fueled ballistic missile inventory with a modern, solid-fueled ballistic missile capability.2 I argue that Iran pose a great enough danger that would compel the Saudi regime to replace its CSS-2 ballistic missile force with a modern, nuclear tipped missile capability. Notwithstanding the removal of Saudi threats in the Gulf region, the United States may prove to be the deciding factor in the regime’s decision to join the nuclear club. This thesis analyzes the Saudi CSS-2 missile purchase and the current external threats posed against the Saudi regime vis a vis the U.S.-Saudi relationship. I contend that the Saudi regime will decide to replace its aging ballistic missile force by purchasing a modern ballistic missile from one of two possible sources.

Decline in relations causes Saudi prolif

MCDOWELL 2003 [Steven , Lt, US navy, “Is Saudi Arabia a Nuclear Threat?” Naval Postgrad Thesis, November http://www.ccc.nps.navy.mil/research/theses/McDowell03.pdf]

In the Middle East, the acquisition of ballistic missiles and WMD by one state has often been perceived as a reduction in security of other Gulf states. Due to its location, historical disputes, and the conventional and unconventional capabilities of its regional adversaries, Saudi Arabia still faces adversaries who compel it to replace its CSS-2 missiles, possibly with a nuclear capability. As a result, the Saudis must monitor the capabilities of its Gulf neighbors despite the status of their relations. The Middle East is all too familiar with revolutions and military coups, which have on several occasions successfully facilitated changes in leadership. Consequentially, instability in any Gulf state causes apprehensions in Saudi Arabia. Saudi potential adversaries possess strong military forces, larger populations, and in some cases advanced WMD programs. The perceived value of WMD along with the concerted efforts to conceal them in the Gulf states will continue to distress the Saudi regime until such missiles are totally removed from all parts of the region. Further complicating the Saudi security dilemma is the continuation of various regional disputes. Saudi border disputes with Yemen show no signs of disappearing and Saudi relations with Iran, while cordial on the surface, could face diverging interests over the price of oil in the future. This may lead to hostilities between the two states. The future of Iraq still remains unclear; however, its previous efforts to acquire WMD coupled with a yet ‘unassembled’ Iraqi government will remain under the watchful eye of the Saudis. Until the Israeli-Palestinian crisis is resolved, Israel with its advanced WMD programs will continue to unease the Saudis. Despite the large U.S. military presence in the Gulf region, shifting U.S. strategic priorities will continue to weaken its security commitments and cause the Saudi regime to re-evaluate its relationship with the United States.  Due to periodic instabilities in the Gulf region, Saudi Arabia may feel that a nuclear capability is warranted in order to deter potential threats. However, the United States will continue to push for diplomatic resolutions in the region, which may satisfy Saudi security concerns. A deterioration in U.S.-Saudi relations would ultimately increase the value of a Saudi nuclear capability.

Decline in relations cause Saudi prolif and undermines the NPT

MCDOWELL 2003 [Steven , Lt, US navy, “Is Saudi Arabia a Nuclear Threat?” Naval Postgrad Thesis, November http://www.ccc.nps.navy.mil/research/theses/McDowell03.pdf]This thesis examines the potential for the Saudis to replace their aging missile force with a nuclear-tipped inventory. The United States has provided for the external security of the oil Kingdom through informal security agreements, but a deterioration in U.S.-Saudi relations may compel the Saudis to acquire nuclear weapons in order to deter the ballistic missile and WMD capabilities of its regional adversaries. Saudi Arabia has been a key pillar of the U.S. strategy in the Persian Gulf, however, a nuclear Saudi Arabia would undermine the efforts of the NPT and could potentially destabilize the Persian Gulf by initiating a new arms race in the region.

US-Saudi relations solve prolif

LEVI 2003, Michael, Science And Technology Fellow, Foreign Policy Studies  Brookings Institution, 2003 [The New Republic , June 2 http://www.iranwatch.org/privateviews/Brookings/perspex-brookings-levi-060203.htm]

Holding back the Saudi nuclear program, of course, has been the kingdom's relationship with the United States. Though America has never signed a formal treaty with Riyadh, since World War II the United States has made clear by its actions—most notably, by protecting Saudi Arabia during the 1991 Gulf war—and by informal guarantees given to Saudi leaders by American officials that it will protect the monarchy from outside threats. Since the September 11 attacks, though, that relationship has grown increasingly frail. When a RAND analyst last summer told the Defense Policy Board, then chaired by Richard Perle, that Saudi Arabia was "the kernel of evil, the prime mover, the most dangerous opponent" in the Middle East, he not only raised hackles in Riyadh, he reflected the opinion of many close to the Bush administration. R. James Woolsey, former CIA director and White House confidant, was even more emphatic in a speech last November, referring to "the barbarics [sic], the Saudi royal family." The recent decision by Washington to pull most of its forces out of Saudi Arabia, reducing its deployment from 5,000 to 400 personnel and moving its operations to Qatar, has added facts on the ground to the rhetorical barrage. This recent decline in U.S.-Saudi relations can hardly make the Saudi royal family feel secure. Suddenly removing the U.S. security blanket just as regional rivalries are intensifying could push the Saudis into the nuclear club. That's a scary prospect, particularly when you consider the possibility of Islamists overthrowing the monarchy. Instead, the United States should be careful to maintain Saudi Arabia's confidence even as the two nations inevitably drift apart. The United States might even extend an explicit security guarantee to the Saudis, the kind of formal treaty it gave Europe to keep it non-nuclear during the cold war-and the kind of formal arrangement Washington and Riyadh have never signed before. Such a formal deal could raise anti-American sentiment in the desert kingdom. But the alternative might be worse.

Saudi prolif collapses the global economy, causes a regional arms race, and results in nuclear terrorism

MCDOWELL 2003, Lt, US navy, November 2003 [Steven ,“Is Saudi Arabia a Nuclear Threat?” Naval Postgrad Thesis, http://www.ccc.nps.navy.mil/research/theses/McDowell03.pdf]

The security umbrella provided by the U.S. military has enabled the United States to maintain a level of influence with Saudi Arabia, which often exercises predominant influence on the global supply of oil. If the Saudis replace their CSS-2 missile system with a more modern, nuclear missile system, the region could spiral into a new arms race at a time when one of the region’s primary proliferators [Iraq] has been suppressed. A new arms race could potentially destabilize the global supply of oil just as the United States and the global economy are rebounding from the attacks of September 11, 2001. This U.S.-Saudi relationship would face tremendous strain if the Saudis acquired a nuclear capability. In the event of a coup, Saudi nuclear capability could potentially fall into the hands of a new and unstable leadership. In the event of a failed Saudi state following a “coup gone wrong,” the effects would be even more catastrophic for the United States and the Gulf region. The purported nuclear weapons could also fall into the hands of Al-Qaeda members or other radical fundamentalist groups, which could attempt to hold the United States hostage, levy demands, and further hamper U.S. efforts in the war on terrorism.

SAUDI RELATIONS: MIDDLE EAST

Decline in US-Saudi relations undermines Middle Eastern stability and democracy

THE MIDDLE EAST INSTITUTE 2002  [Policy Brief #7, Congressional Staff briefing on "U.S. Challenges and Choices in the Gulf -- Saudi Arabia: A View from the Inside," jointly sponsored by: The Atlantic Council of the United States, The Middle East Institute, The Middle East Policy Council, and The Stanley Foundation, Nov 15, http://www.mepc.org/forums_briefs/11-15-02.asp]

A significant deterioration in the US-Saudi relationship would be a major loss for both countries. It could threaten both regional stability and global energy security. The United States should thus be mindful of the parameters within which the Saudi regime must attempt to effect domestic change, support US policies, fight terrorism, and yet maintain political legitimacy. Although the Al-Saud family has not been a major catalyst for liberalization, it has selectively promoted moderate political and social reforms and it represents a unifying institution for Saudi society. It would be premature to speculate about the downfall of the current regime as a result of the current challenges it faces and the difficulties in US-Saudi relations. Moreover, even though discussion is growing in the United States of the need for democratization throughout the Middle East and the Gulf, there is little reason to believe that an alternate Saudi regime, particularly one brought about through revolution or even immediate democratization, would be friendlier to the United States or more open to liberalization than is the current government.


US-Saudi relations contain conflict in the Middle East

RUSSELL 2002, Editor of Strategic insights at the Center for Contemporary Conflict, 2002 [James, “Deconstructing the US-Saudi Partnership?” Sept. Strategic Insights vol 7, http://www.ccc.nps.navy.mil/si/sept02/middleEast2.asp ]

As a lynchpin of U.S. security strategy and policy in the Persian Gulf for over 50 years, Washington's relationship with Riyadh and the House of Al Saud has been a foundation of stability amidst the region's currents of instability. However bad things may have been in the Arab-Israeli conflict, Iraq, southern Lebanon or any number of other situations, the U.S.-Saudi relationship provided all concerned with a degree of assurance that events would not spin completely out of control. But this relationship is now under more pressure than at any time in recent memory. Various commentators have suggested that the partnership should be restructured to reflect what is described as a fundamentally adversarial relationship.[1] The inference from such arguments is that a strong U.S.-Saudi relationship no longer serves U.S. strategic interests.

A2: SAUDI RELATIONS RESILIENT

The Arab Spring has strained US-Saudi ties—even small disagreements could escalate

ASSOCIATE PRESS ONLINE 8-13-2011 (“Mideast upheavals open doors for Saudi strategies,” Lexis)

Stronger Saudi policies open the risks of friction with Washington, which is Saudi Arabia's main arms supplier and had counted on Saudi support to push U.S. interests in the Arab world. There is virtually no chance of a serious rift, and U.S. and Saudi officials are on the same page on other pivotal showdowns, such as efforts to get Yemen's President Ali Abdullah Saleh to step down after months of protest and bloodshed. Saleh is recovering in Saudi Arabia after being badly injured in a June attack on his palace compound. But even small rough patches between the U.S. and Saudi Arabia take on heightened significance in the tense Mideast climate. The Saudi statement on Syria followed White House urging for the Saudis and their Arab allies to take a sharper stance on Assad's government. Days later, the U.S. imposed new sanctions on Syria, and presidential spokesman Jay Carney said Thursday that Syria "would be a much better place" without Assad in charge. In March, Secretary of State Hillary Rodham Clinton said Bahrain was on the "wrong track" to allow Saudi-led forces to help crush protests in the island kingdom which is home to the Pentagon's main military force in the region, the U.S. Navy's 5th Fleet. Rights groups also have called on U.S. officials to take a sharper stance against Saudi Arabia's crackdowns on internal dissent, including a proposed law that Amnesty International said would allow authorities to prosecute peaceful protests as a terrorist act. In Iraq, Saudi officials are deeply wary of the U.S.-backed government of Prime Minister Nouri al-Maliki, a Shiite who owes his power to Iranian-allied political groups. Meanwhile, a higher regional profile invites uncomfortable scrutiny about Saudi royal succession with both King Abdullah and Crown Prince Sultan in their mid-80s and undergoing medical treatment this year. Christopher Boucek, who follows Mideast security issues at the Carnegie Endowment for International Peace, believes Saudi leaders view U.S. policymakers as more preoccupied with "being on the right side of history instead of standing by its friends." "Increasingly, it seems that Saudi Arabia looks out into the world and thinks that its foreign policy interests do not overlap with the United States and Washington's security interests," Boucek said. "Saudi Arabia is now in a position to pursue its own interests."

A2: SAUDI RELATIONS ALT CAUSE

Democracy disputes won’t collapse relations as long as oil ties remain—this is just a brink

LA TIMES 6-19-2011 (“U.S., Saudis in Mideast tug of war; Quest for greater influence intensifies as uprisings in the region further drive a wedge between the longtime allies,” http://articles.latimes.com/2011/jun/19/world/la-fg-us-saudis-20110619)

The quiet contest for Jordan is one sign of the rivalry that has erupted across the Middle East this year between Saudi Arabia and the United States, longtime allies that have been put on a collision course by the popular uprisings that have swept the region. "We do have a lot of friction there," said a U.S. official who spoke on condition of anonymity because of the sensitivity of the issue. "The 'Arab Spring' has injected tension into the relationship." The Obama administration has generally supported the protests, and urged the region's governments to share more power. But when President Obama demanded reform from Arab regimes in a major speech last month, he carefully avoided any mention of Saudi Arabia, an absolute monarchy that brooks little or no dissent. Riyadh, which believes the U.S. is turning its back on loyal allies, is trying to step out of America's shadow. It is embracing a foreign policy that often diverges from Washington's -- and sometimes seeks to undermine it. On the key political issues "the Obama administration doesn't really listen to the Saudi views," said Abdullah Askar, who is vice chairman of the foreign affairs committee of the king's Consultative Council, or Majlis Shura, in Riyadh. This shift doesn't mean the end of the 70-year-old U.S.-Saudi alliance, which is built on a simple foundation: Saudi oil for U.S. military protection. But it means a further loss of influence for Washington in the Middle East at a time when other crucial relations -- with Egypt and Turkey, for example -- are facing new strains.

Democracy disputes have strained relations but the US has stopped short of a complete break

POMEPS 8-9-2011 (Project on Middle East Political Science, “The Saudi Counter-Revolution,” http://www.pomeps.org/wp-content/uploads/2011/08/POMEPS_BriefBooklet5_SaudiArabia_web.pdf)

With the home front secure, Riyadh made Bahrain the first great battlefield of the counterrevolution. Saudi Arabia drew a line against the spread of democracy protests into the Gulf. It torpedoed an attempted political bargain between moderates in the al-Khalifa regime and the organized opposition in favor of a draconian, scorched field assault on all independent political life. On March 14, Saudi tanks rolled in to enforce the hard-line policy, at the invitation of the Bahraini monarchy, and pushed a sectarian Shi’a and Iranian face on the Bahraini democracy movement. The sharply sectarian turn, as the Sunni dynasty painted a Shi’a and Iranian face on their domestic opponents, marked the first point in the Arab uprisings when the “Cold War” of the 2000s fully imposed itself upon its successor. It would have been a delicious historical irony had the Saudi dispatch of troops to Bahrain followed the path of the Iraqi attempt to do the same in Jordan in 1958. During the original Arab cold war, Baghdad played Riyadh’s part as the heart of the counter-revolution, and its effort to send troops to shore up a conservative ally ended with a bloody military coup. The Saudis were taking no such chances this time. Saudi Arabia also sought to bolster friendly monarchies outside the Gulf against domestic challengers. It mended ties with Qatar and pushed the Gulf Cooperation Council (GCC) 4 forward as the premiere regional security organization. It offered significant financial assistance to Jordan and Morocco, and even tendered a somewhat baffling bid to allow the two entry into the GCC. Both monarchies offered limited reforms in an attempt to placate the moderate wings of their opposition movements. They also sought to rebuild ties with the military regime ruling Egypt. Initially furious with the loss of Mubarak — which in their view the Obama administration discarded “like a used kleenex” — they nevertheless moved quickly to cement their relationship with Egypt’s SCAF by promising significant financial assistance. It is also widely believed that they poured financial, political and media support into friendly political movements in Egypt and around the region, including the Muslim Brotherhood, salafi trends, and conservative business interests. While many in the region now see counter-revolution anywhere, in fact this trope likely gives far too much credit to the Saudis, the SCAF, and the rest of the alleged conspiracy. They are certainly trying to shape regional politics to their liking, but the results have not been particularly impressive. The Saudi effort to broker a transition plan in Yemen has gone nowhere. The near collapse of the Yemeni state left politics gridlocked, with not even the dire wounding of President Ali Abdullah Saleh in a mysterious attack and his flight to a Saudi hospital breaking the stalemate. Its early enthusiasm for intervention in Libya, fueled in no small part by long-festering resentment over Moammar Qaddafi’s reported attempt to assassinate King Abdullah, faded. The regime long seemed baffled by the unrest in Syria, unable to decide how to respond to the turbulence. It remains to be seen whether it can sustain the level of energetic diplomacy of the last few months as a succession crisis looms and regional challenges mount. And even if it does, little in its diplomatic record over decades suggests that its approach of throwing money at problems will work. Saudi Arabia’s alliance with the United States has thus been sorely tested by the Arab uprisings. Where the Obama administration sought to place itself on the side of history, supporting popular aspirations against autocracy, its most important Arab ally chose instead to double down on autocracy. The U.S. recognized the damage done to its policies by the crackdown in Bahrain, but declined to openly challenge the Saudi initiative. Washington and Riyadh still agree on the challenge posed by Iran, but increasingly diverge not only on the traditional Arab-Israeli front but also on the response to the Arab uprisings. This POMEPS briefing offers perspective on Saudi Arabia’s current position and suggestions as to where it might be headed.

